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TESTIMONY TO THE NORTH PACIFIC FISHERIES MANAGEMENT COUNCIL
REGARDING
A MORATORIUM ON NEW ENTRIES INTO THE ALASKA HALIBUT FISHERY FOR 1983

R, David Herrnsteen
Mayor
Kodiak Island Borough

The Kodiak Island Borough encompasses the Kodiak Island group extending from
the Barren Islands to the Trinity Islnnds and has a population of over 12.000
people. In 1981, and certain other previous years, the City of Kodiak ranked
as the number one fishing port in the United States as measured by dock side
value of fish landed. As our economy is dependent almost solely on fishing, we
are concerned that our fish are properly managed biologically in our fisheries.
In addition, as there is a natural turnover of participants in any fishery - some
people get out - while new people get in. | am concerned that all our local
residents have equal opiportunity for present and future employment in our
fisheries.

The Kodiak Island Borough 3 largest responsibility is education - the Assembly
is responsible for building and funding the schools. We have an extensive
program of fisheries education in our schools, including on-the-water experience
for our high school students. 1 am concerned that our young people leaving
school have a chance to find their niche in the fisheries, if they so desire.
Some students try fishing halibut to help fund their college education - this
moratorium would not allow new students to have this opportunity. «

The Kodiak Island Borough includes six villages, five of which are second-class
cities. Employment opportunities other than Tfishing are particularly few in the
villages. There have recently been federal cutbacks in the various social and
jobs programs. These villages nave gone on record, through the Kodiak Area
Native Association, as being opposed to the halibut moratorium. It's hard to
have a resource in your front yard, watch others muking good money, and not
be able to have a crack at it. That"s not. fair and equitable.

Having lived in Alaska 22 years, and fibhed in Kodiak 17 years, I"ve seen
where many times if a person gets quite comfortable financially, and particularly
can make it in a short period of time, often they will tend to move Outside to a
condo in Hawail, a house in Seattle, or a farm in Missouri or Vermont (for
example). That"s their privilege, and | have no gripes if they are able to do it
because they are good fishermen and can out-compete the others. But when
they are able to d- this because the government has restricted <jmpetition and
allowed only a selt few to profit from the increasing wealth of our fisheries,
at the expense of employment opportunities of our local people, that"s not
equituble.

The workings of an economy are often very nebulous, it's hard to exactly
describe on paper in dollars and cents, but it is still very real. Kodiak"s
economy over the past 15 years has been a slow, steady growth. After the
king crab boom in the mid 60"s, and the simultaneous reconstruction of Kodiak
ufter the tidal wave of 1964 subsided, our economy had a pretty healthy
growth. As the fisheries went up and down with the natural fluctuations of the
fish stocks and fish prices, many fishermen moved back and forth among



fisheries. Those fishermen who stuck with one fishery benefited from the
others having the ability to move out and into a more prosperous fishery.

In the late 60"s and early 70"s mam-* halibut fishermen, particularly from
Seattle, left the depressed halibut fishery and moved into the Alaska crab
fishery. When the king crab fishery slumped in the early 70"s many crabbers
became combination boats and switched to the booming shiump fishery; as
shrimp declined in the late 70"s many shrimpers switche . to crab. And as
salmon seasons have gone up and down over the years, many salmon fishermen
switch back and forth among crab, shrimp and halibut to make a living.

Some areas of Alaska don"t have as much continental shelf and aren"t as blessed
with the abundance of fisheries we have here, but we are generally an open
town - people come here from Oregon, Washington, Southeast Alaska, Cook
Inlet, and Westward Alaska to fish - some only seasonally, some move here.
Some come only when they have a poor season at home. Usually we don"t enjoy
seeing the Outsiders who come and go, but it's been our freedom to move
around and diversify that"s been the secret of our s"ccess.

Certainly this system of mostly free entry has its problems. When you have a
slump after a boom, it takes time for boats to move out of a fishery end into
something else. And there are times when management of the fishery has to be
more sophisticated and cautious. And it means the fisherman has to be cautious
as a businessman at times. If he expands too heavily during a boon und isn"t
prepared for increased competition, or for a slump, he can feel a pinch. Or if
he gets too high expectations during the "easy money"™ that occasionally
accompanies a boom, he"ll feel a shock when the reality of normal times hits.
It"s important for a fisherman to remember during a boom, or when he"s "on a
roll”, that his earnings aren"t normal or likely to continue that high.

If limited entry had behi put on all our fisheries 10 or 12 years ago, | feel it
would have been a disaster to the town as a whole - socially and economically.
ITf we had locked everybody into their fisheries back when nost crabbers fished
just crab, and shrimpers just shrimp, etc. we would now probably have just a
group of family dynasties harvesting our fish, and with many of them moving
Outside. I think the town would have frozen or shrunk in size. You wouldn"t
have seen, every year, the new homes and steady expansion. It would have
been feast or famine for many fishermen.

The price of halibut climbed from $.18 in 1967 to as high $2 a pound, shrimp
went from $.04 to $.28, king crab went from $.10 to $.3".., tanner crab went
from $.10 to $1.80. Even though the quotas and harvests have fluctuated
greatly, the overall seafood harvest values have climbed to a record $130 million
value to fishermen in 1981 in Kodiak. Instead of new people, new jobs,, new
blood and enthusiasm, you would have had a static or even declining number of
men. It's very possible that the capital costs would be just as high because of
write-offs, just fewer people dividing the pie. T 3 very possible that except
within the family, crew jobs would have become salaried under some of the
limited entry schemes.

Now I°m not eager tc see how many people we can bring to Kodiak or Alaska,
but we do need jobs for our young people. Many of our businesses and
people®s dreams are dependent on some growth. What conceifis me most is that
we have some fairness and equity in the allocation of the wealth of our
fisheries.

Proposed Halibut Moratorium
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Drive through our high school parking lot and see how many brand new 4-wheel
drive pickups you see. Last summer was a slow season, so the number may be
down a little. Some kids are able to afford them because they might fish with
their dad who may be an exceptional fisherman. But if limited entry had been
put on all fisheries 12 years ago, many kids would have those trucks solely
because their dad happened to have received one of those lucky permits 12
years ago. We would have developed a privileged class, an elitest society that
was determined by the roll of the dice - who was fishing when limited entry
was imposed. | don"t think that"s healthy for society, or what Alaska and
fishing is all about.

My own personal case is typical. In 1967 they closed the Kodiak salmon season
for almost the entire summer, so | spent four months on a halibut schooner.
For the next four years 1 continued to moke halibut trips along with fishing on
crab, shrimp and salmon boots. Halibut prices were down (as low as $.17/1b.)
and stocks were slumping (wc fished 26 days on a highline schooner for 30,000
pounds in 1971 - my crew share was $90 for the month). | crewed for eight
years with many highliners in ull four fisheries so that when I got my own boat
I could be diversified.

In 1974 my wife and | made the big jump and bought our own 42 foot boat.

For two years we fished entirely shrimp, then we branched into crab. In 1978
we sold our first boat and bought a slightly larger boat. When shrimp declined
we tendered salmon along with crab fishing. Last year because of the salmon
price slur.p we did not tender, so fished just crab - including dungeness.

Even though 1 haven"t fished shrimp since June of 1978, 1 am still a shrimp
fisherman and dependen:. on the shrimp resource to make my living. Even
though 1 haven®t fished halibut since July 1971 and then only as a crewman, |
am still a halibut fisherman, and consider myself dependent on the halibut

fishery. 1°ve spent more hours at the roller, gaffed more halibut and baited
more hooks thun a large number of the fishermen who could qualify to fish
under the proposed moratorium the next three years. | have a vessel and a

reel that are suited for halibut. All of the skills I1°ve developed as a skipper in
finding crab and shrimp and running my business ure applicable to finding
halibut. The halibut, cod and pollock stocks are in an upward cycle, and are
also preying heavily on crab and shrimp stocks. | am dependent upon my
ability to move my business along with nature®s cycles in ordwr to moke a
living. The guidelines of the proposed moratorium are arbitrary and

capricious. To exclude me because I never fished halibut since January 1, 1978
is not fair and equitable.

The Council needs to look at fisheries as u group and over time, tuking into
consideration dynamic environmental and market conditions. It is natural and
healthy economically that as the halibut stocks und markets started booming in
the laie 70"s, that participation increased. The same boats I crewed on in the
early 70"s, averaging a crew share of maybe $1500 for a three week trip, by
the late 70"s were crewsharing $1000 u day and better - $60,000 man-shares in
much starter seasons. Instead of working "off-season winter jobs, as many men
did in the earlier years, many were: able to lay back in the winters. There is
nothing wrong with making big money- that"s the thrill of fishing - that"s the

Proposed Halibut Moratorium
Page 3



dream that keeps you going. It's only wrong when you feel you deserve big
money all the time, and need to exclude others in order to achieve it.

Obviously the Council®s own actions have been a very large impetus in the
increased fleet. Ever since 1978, the Council has been setting "cut-off dates
for eligibility” for halibut limited entry - setting up work groups, funding
studies, etc. AU of these uctions have helped create the often frantic rush to
fish halibut, even if at a loss. If this moratoxdum should be approved, it will
be a major government policy and will create a new rush to participate in all
fisheries not under a limited entry system. The State of Alaska®"s enthusiasm
lor extending limited entry beyond salmon and herring definitely cooled in the
late 70°s and many Kodiak fishermen once again started making their decisions
on when and what to fish, purely on business and personal reasons. A new
government policy li..e a halibut moratorium would have a very major effect on
participation in the other fisheries. It would start another frantic rush,

would increase our costs by forcing us to participate unprofitably in certain
fisheries so we could qualify for future permits. In addition, it would decreuse
our individual earnings because of the added participation. All these negative
reactions would be very real and arc not just imaginary. It vrould be an
extremely unwise action for our industry. You cannot act on the halibut
fishery without affecting the rest of the industry. The harvesting sections of
our industry arc just as interrelated as the fish in the ocean.

It is very likely thut if future limited entry would be put to rest and the
halibut moratorium be turned down, there would be less participation in the
halibut fishery than if the moratorium would be enacted. A three year
moratorium would bring people out of the woodwork who had already dropped
out of the fishery, just so they could incx&ase their qualifications for future
permits, and wisely so. The Council hus been saying periodically since 1978

tl it "next yeur®"s" participation won"t count. So why should the Council be

bi .ieved now 1if the Council should say participation during the next three yeai 3
won"t count. More than twice us many people (6,481 individuals) will be eligible
to fish under the proposed moratoiuum than ever fished in my one yeur
(2,800), and it seems certain that a large number of those who dropped out will
re-enter the fishery, largely in the hopes of financiul gain from ownership of a
future share or permit. In addition, many of those who fished the past yeur or
two, but were not financially successful and wei*e considering quitting, will
have a renewed incentive to remain active iix the fishery duxdng the inox@dtorium.

A moratoxdum has such a nice allure to 1it. Yo kick out the fewest and
postpone the disagx 8ements about the various limited entry systems. However,
during the enactment of Alaska®s limited entry law (an:l ever since) government
lawyers have told us that a mox*atoxdum is the most unconstitutional of all
limited, entry altex*riatives because it ci&ates such a closed class without n means
of entry. The halibut resource is in the best shape its been in decades and |
believe there is no way you can justify "protection of the resource”™ as reason
for a moratorium.

Certainly the moratorium will uppeal to the fear all fishermen have of
competition. It appeals to the greed in us. For the hobby or vacation halibut
fishci fan who has regular year-idund shox &-based jobs its real nice. But
watch out - how can they be considered dependent on the fishery. For the
successful fisherman who has fished mainly or solely halibut and had a tuste of
the big season, he thinks he"ll be eliminating futux& competition.

Proposed Halibut Moratorium
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The halibut commission has been telling fishermen for ov?r n year that without
limited entry they will lose halibut as a fishery. The commisiiion can"t justify
its own existence if the season is too short, they say. Hogwash! The
biologists just need to be used in the other fisheries, also if they have slack
time. It seems to me that the halibut commission has a unique bureaucratic
position in being separate from both ADF&G and HMFS, a situation which needs
review.

Certainly the fishing industry has troubled times. | haven"t been so concerned
for a long time as to where I'll mal.« it next season. But puti-ing boxes around
each fishery and each boat isn"t the answer, There are no guarantees in
fishing, and if someone wants one he"s in the wrong business.

Kodiak Island Borough

Proposed Halibut Moratorium
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"Letter Of Intent To Accompany House CS for SJR 10 (fisheries)"

It is the intent of the House Special Committee on Fisheries that a
reopening of the United States/Canada Salmon Treaty negotiations would
address the following topics of concern to the Alaska Fishing industry:

1. The chinook catch for commercial Southeast Alaska salmon fisheries
needs to be raised to a mi..imum of 320,000 to insure the continued
economic viability of the troll fishery. This figure should be adjusted
annually to account for Alaska hatchery production.

2. The area off the West Coast of Vancouver Island (statistical areas
20 through 27) should be limited by a harvest lid for chinook salmon.

3. Size limits on king salmon cannot be allowed to increase under the
treaty. If they did increase, the actual harvest numbers could remain
within the limits while total poundage increased negating any benefits
to escapement.

4. A provision should be added which would address Columbia River
tribes treaty fishing rights, if any, for the term of the U.S./Canada
salmon treaty.

5. On the Stikine Fiver, Canadian sockeye salmon harvests should be
limited to 35% and there should be no directed Canadian harvest of coho
salmon.

6. On the Taku River, Canada should be held to the 1983 limits of 3000
sockeye salmon and 5000 pink salmon until enhancement efforts result in
stronger returns.

7. The drift gill net fishery at Tree Point for sockeye salmon should
be limited to 2800 boat days through ADF&G statistical week 31 or until
the beginning of the pink salmon management plan rather than a catch
limit until better tagging data is available. The catch limit of
130,000 leaves no means for the Alaskan gillnetters to benefit from
enhancement efforts.

8. Annex 1V, chapter 1, paragraph 1 deeming U.S. origin of 37.5 percent
of the salmon originating in Canadian sections of transboundary rivers
should be moved from the Annex portion of the treaty document.

9. The purse seine fishery at Noyes Island for sockeye salmon should be
limited to 920 boat days through ADF&G statistical week 31 rather than a
catch limit until better tagging data is available. The 160,000 leaves
no means for the Alaskan seiners to benefit from enhancement efforts.

10. The Yukon River should either be deleted from this treaty and
handled separately or the current wording should be changed so that any
accounting of interceptions be done only after adequate research is
completed.



Short Analysis of CSHJR 19

This resolution asks Congress to amend Section 201 of the Magnuson Fishery
Conservation and Management Act to:

1. Provide that U.S. observers be stationed on all foreign catcher
vessels and motherships operating in the FCZ;

Current FCMA provides that if the catch of a harvesting vessel
will be transferred to a mothership where an observer is aboard,
then the catcher need not have an observer. It is suspected
that violations are heavy on these catcher vessels, and would
not be as prevalent if observer were aboard all vessels fishing
in the FCZ.

2. Require that the vessels provide adequate, safe and clean quarters
for the observers.

Currently a fishing vessel may be waived the observer requirement
if inadequate or unsafe quarters would jeopardize the observer.
By requiring in law that vessels fishing the FCZ provide adequate
quarters, this loop-hole would be closed.

3. Define the conditions, "beyond the control of the secretary™ under
which the observer requirement may be waived for a foreign vessel.

This answers the often misused loop-hole at subparagraph (2)(c) where
the observer requirement may be waived if no observer is available,
for reasons beyond the control of the secretary.

4. Require that vessels without observers report to a U.S. port for
review of ship's log and catch after fishing in FCZ.

It was the consensus of the fisheries committee thatifa vessel
did manage to get the observer requirement waived, the least we
should ask is that they report for an inspection of what they
caught and where and when they caught it.

The addition of item 4 is the only change from the original HJR 19.

The resolution goes to President Reagan, Vice President Bush, Congressional
leaders and members of the Alaskan delegation.



(1)

(2)
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Except as provided in paragraph (2), me Secretary shall establish a program under which a
United States observer will be stationed eboard each foreign fishing vessel while that
vessel Is engaged In fishing within tie fishery conservation zono.

The regulrerwnt in paragraph (1) tnat a United States observer be placed aboard each foreign
fishing vessel ray be waived tv srr - vary If he f! that

CA) in a situation where a fleo. Ing vessels transfers Its catch taken within the
fishery conservution zone, f jsel,, aboard which ts a United States observer,
the stationing of United Stef*’ s on only a portion of the harvesting vessel
fleet w Il provide a represen. impling of the tycatch of the fleet that Is
sufficient for purposes of determining whether the repulrsnents of. the applicable
management plans for the bycatch species are being compiled with;

(8) with respect to any foreign fishing vessel while It Is engaged In fishing within the
fishery conservation zone

n the time during which the vessel engages In surh fishing will be of such short
duration that the placing of a United States observer aboard the.vessel would be
Impractical, or

(1) the facilities of the vessel for the quartering of a United States observer, or
for the carrying out of observer fmotions, are so Inadequate or unsafe that the

health or safety of an observer would be Jeopardized; or
[HO OfrBantrCL

(3)

@

(5)

iC) for reasons beyond the control of the Secretary, an observer Is not available.

Observers, while stationed aboard foreign fishing vessels, shall carry out such scientific,
ccmpllance monitoring, and other functions cs the Secretary deems necessary or appropriate
to carry out the purposes of this Act; and shall cooperate In cariylng out such other scien-
tific programs relating to lhe conservation and management of living resources astha
Secretary deems appropriate;

Ify addition to any fee Imposed under section 204(b) (10) of this Act and section 10(e) of the
Fishermen's Protective Act of 1967 (22 U.S.C. 1980(e)) with respect to foreign fishing for

any year after 1980, the Secretary shall Impose, with respect to oach foreign fishing vessel
for which a permit Is Issued under section 204, a surcharge In an amount sufficient to cover
all the costs of providing a United States observer aboard that vessel. The failure to pay

any surcharge Imposed under this paragraph shall be treated by the Secretary as a failure to
pay tno permit fee for such vessel under section 204(b)(10). AIll surcharges collected by the

Secretary under tnls paragraph shall be deposited In the Foreign Fishing Observer Fund
established by paragraph (5).

There Is established In the Treasury of the United States the Foreign Fishing Observer Fund.
Tf.q Fund shall be available to the Secretary as a revolving fund for the purpose of carrying
out tnls subsection. The Fund shall consist of the surcharges deposited Into It as required
under paragraph (4). A! | payments made by the Secrotary to carry out this subsection shal |
be paid frcm the Fund, only to the extent and In the amounts provided for In advance In
appropriations Acts. Suns In the Fund which are not currently needed for the purposes of

this subsection snail bo kept on deposit or Invested In obligations of, or guaranteed by,
the Unl ted States.

If at any time the requirement sot forth In paragraph (1) cannot be root because of Insuf-

ficient approprlaMons, the Secretary shall, In Implementing a supplementary obsorvor
program:

(A) certify as observers, for the purposes of this subsection. Individuals who are citizens
or nationals of the United Statos and who have the requlsito oducatlon or experience to
carry out the functions referred to in paragraph (3);

(B) establish standards of conduct for certified observers oqulvalont to those applicable
to Federal personnel;

(C) establish a reasonable schedule of fees that certified observers or their agents shall
bo paid by the ownors and operators of foreign fishing vessels for observer services;
and

(D) monitor the performance of observers to ensure that It meets the purposes of this Act.
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Haines, Alaska
March 8, 1983

Senator bill Ray
Pouch V
Juneau, AK 99811

Dear Senator Ray:

On Feb. 17, 1982, we wrote you a letter prior to the creation of
the Forrest and Ea”le Preserve (Senate Bill 796) in opposition to
the Preserve reasons being the pending Native Allotments in and
adjoining the proposed preserve, we felt once this was made into
law we would have problems to acquire titles to these allotments.
At that time some of these allotments were up for adjudication by
the B-1-.M., but were not adjudicated due to the creation of the
preserve.

In March and April- 82, we had meetings with John Katz, Commissioner
of D_.N.R., and Reed Stoops, Frank Rue and Tom Lawson all of D.N.R.
at that time they promised that they would work out a process

where the state would quit claim its interests on patented or
tentatively approved lands, and would help fund the survey through
this process. They promised this would be done within a month,

as they would go to Washington and meet with James Watt and Bill
Horn all this would be done if a Forrest and Eagle Preserve was
adopted. They also promised that we would not be used as a pawn

or olackmailed. Now its been a year since this all started and the
whole matter has not moved towards being resolved. We think that
this would be in the State®"s best interests if this issue were
expedited.

It seems that the Attorney General of D.N.R. 1is not agreeable to
this process. It seems we have had one bureaucratic delay after
another.

Also during the creation of this Preserve, there was suppose to
have been money set aside for surveying the allotments but it seems
now taht was lost in the shuffle at the last minute.

We have written toour representatives 1in Washington lor funding
for the surveying, but the B.L.M. claim they haven®t the manpower
or funds for surveying. This used to be their excuse on mining
claims until pressure was put on Washington. Now the B.L.hi.
contracts this out to certified surveying contractors aJso when
these surveys are made, the contractors hire locally.

Maybe the D.N.R. and the 13.L.M. could go jointly on t.hese surveys.
We are enclosing acopy of a letter written to Senator Murkowski
by the B.L.M. withour corroe iic.ts on the bottom.

We would appreciate anything you can do 1ior us at the State or
Federal level as this 1is of great concern to us.

Sincerely,
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March 15, 1983

Representative Adelheid Herrmann
ALASKA STATE LEGISLATURE

Pouch V

Juneau, Alaska 99811

Dear Adelheid:
The Alaska Federation of Datives, 1Inc. supports House Joint

Resolution No. 28. We believe that the mandate of Congress
should be funded and accomplished by the Bureau of Land

Management, Department of the Interior so that Alaska Natives

car. receive their allotments. This process 1is important so
that Native corporations ca.u receive clear title to all of
their land as intended by Congress.

Thank you for your increst and support of Alaska Native
affairs.

Janie Leask
President

Integrity, Pride inHeritage, Progress
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MEMORANDUM March 24, 1983
To: Representative John Ringstad
From: Repres"ntativA*~~heid Herrmann
Subject: SSHJR 28

Although the issue of native allotments
legpj. ramifications and the

is very complex with many
involvement of federal, state, and
local organizations of all kinds, the intent behind SSHJR 28 is
quite simple. The message | want to send to Congress is this:
BLM has received inadequate financial support for the processing
and surveying of claims, and it time to get moving. This lack
of committment on the federal level is holding up the progerss of
our state and is causing hardship for thousands of individuals. 1
am no expert on land claims, but I have received the message from
throughout my district that something needs to be done. Here"s
what | know about the situation:

In 1906 the Native Allotment Act provided for selection of parcels
up to 160 acres, but not many people knew about the Act until the
late 1960"s. Most claims were filed in 1970 and 1971. The Alaska
Native Claims Settlement Act repealed the 1906 Act but allowed for
the processing of applications pending on or before December 18,
1971.

Filed applications are reviewed by BLM md many are subject to an
adjudication requirement which ~eans BLM must investigate whether
the claim is valid and is properly described. There are over
6,000 native allotments statewide chat require adjudication.
According to an article in the 8"15-82 Anchorage News, BLM has

ad judicated only 10-15% of the claims which, require adjudication.

After a claim has been processed, the site must be surveyed.
Surveying costs approximately $8-10,000 per parcel. So far BLM
has surveyed only 750 allotments. It has been estimated that
there are 14,000 parcels which will have to be surveyed.

You can see that: things are really bogged down. This not only
affects private individuals, but native corporations,
municipalities, and the state as well. Until the issue of native
allotments is resolved, thousands of acres of land will remain in



limbo. It affects development in rural Alaska since land status
must be determined before any improvements can be made.

If passed, SSHJR 28 tells Congress that this is a statewide
priority and we wish it to be recognized as such by the federal
government. One way to attack the problem is with more money -
money for the processing of the claims and money for the surveys.
That is what this Resolution requests.

I introduced the Sponsor Substitute because the orginal Resolution
contained a statement which could not be substantiated. The SS
removes lines 16 and 17 which stated that an informed source said
that ii. would be 70 years for applicatiors to be processed.
Removing this "whereas" does not effectively change the Resolution
in any way.
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March 10, 1983
Rep. Adelheid Herrmann
Alaska Gtav.e Legislature
Pouch VvV (335 3100)
Juneau, AK 99811

Dear Ms. Herrmann;

HJR No. 28 relating to the processing of Alaska Native Allotments certainly
receives the full endorsement of the Alaska Native Foundation.

The ANF, through the assistance and involvement we have with villages, has been
aware of the tremendous delays involved with the entire process. It concerns us
that many village corporations may be denied title to their Ilands without a
speedy process on the individual allotments.

Please keep me informed of any progress in the matter.

Keep up the advocacy.

ds



Haines, Alaska
March 8, 1983

Senator will Ray
Pouch V
Juneau, AK 99811

Dear Senator Ray:

On Feb. 17, 1982, we wrote you a letter prior to the creation of
the Forrest and Eagle Preserve (Senate Bill 796) in opposition to
the Preserve reasons being the pending Native Allotments in and
adjoining the proposed preserve, we TfTelt once this was made 1into
law we would have problems to acquire titles to these allotments.
At that time some of these allotments were up for adjudication by

the B.L.M., but were not adjudicated due to the creation of the
preserve.

In March and April-82, we had meetings with John Katz, Commissioner
of D.N.R., and Reed Scoops, Frank Rue and Tom Lawsor. all of D.N.R.
at that time they promised that they would work out a process

where the state would quit claim its interests cn patented or
tentatively approved lands, and would help fund the survey through
this process. They promised this would be done within a month,

as they would go to Washington and meet with James Watt and Bill
Horn all this would be done if a Forrest and Eagle Preserve was
adopted. They also promised that we would not be used as a pawn

or blackmailed. Now its been a year since this all started and the
whole matter has not moved towards being resolved. We tl-ink that

this would be in the State®"s best interests if this iss ™ mwere
expedited.

It seems that the Attorney General of D.N.R. is not agreeable to

this process. It seems we have had one bureaucratic delay after
another.

Also during the creation of this Preserve, there was suppose to
have been money set aside for surveying the allotments but it seems
now taht was lost in the shuffle at the last minute.

We have written toourrepresentatives :n Washington for funding
for the surveying, butthe B.L.M. claim they havenll the manpower
or funds for surveying. This used to be their excuse on mining
claims until pressure was put on Washington. Now the B.L.M.
contracts this out to certified surveying contractors also when
these surveys are made, the contractors hire locally.

Maybe the D.N.R. and the B.L.M. could go jointly on t.hese surveys.
We are enclosing acopy of u letter written to Senator Murkowski
by the B.L.M. withourcorrections on the bottonm.

We would appreciate anything you can do ior us at the State or
Federal level as this is of great concern to Us.

Sincerely ,



op hatives, Inc.

411 W. 4th Avenue, Suite 1A + Anchorage, Alaska 99501 < Phone 907-274-3611

March 15, 1983

Representative Adelheid Herrmann
ALASKA STATE LEGISLATURE

Pouch V

Juneau, Alaska 99811

Dear Adelheid:

The Alaska Federation of Natives, 1Inc. supports House Joint
Resolution No. 28. We believe that the mandate of Congress
should be funded and accomplished by the 3ureau of Land
Management, Department of the Interior so that Alaska Natives
can receive their allotments. This process is important so
that Native corporations can receive clear title to ail of
their land as intended by Congress.

Thank you for your 1interest and support of Alaska Native
affairs.

"Janie Leask
President

Integrity, Pride inHer itage. Progress
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The Honorable Adelheid Sen aanii
eHouse of Represent.ati.VES

ePouch V
mJUnaad, Alaska 99811 *

..Rez House Joint _Resolution: 20- 2&
Dear Representative Beronatua;

This letter 1is to inform you that: Caiiste. Corporation
is in full support cf the intended res-tits of the 3ause
-Joint Resolution NG6* .23, relating to the processing of
Kative Allatsien.ts.

"d.fcile we -are supportive of this resolution, we feel
that the first “fHjJ&."REAS" should be anzend.ed as fcilovs:
beginning with lifte 1IC, the words ~Alaska Native Claims
Settlesgexxt Act of .1921" should be deleted and in-lieu
of add* ""Native Allotment ict cf 19G"6":. Rationale;

The Native allotments vere .appliecL ..for pursuant cjt> the
authorities granted fc*::the rerras of the -Native Allot—
ment Act of 1906*

C

The new language would reed as fcllovs:

Whereas, tbe .Bureatt of .Laid 1*E "/?ge-
saent of the .Halted States Daperrrent
or the" Interior has been given: the
respch.sibili.-ty for processing the ap—
plications for allotments <crashed
under the JiB.tive Allotment Act of
1906.

In our humbift opinion, we feel this language would not
only strengthen the inter.t of House Joint Resolution
NC. 2S but further clarify its intent.



P.ep_ _.Adelheid Herrnarji
y.urcsi .Zt2, 2_9S3

Pane 2
Thank you for your kind consideration, Xf you hav
any questions' par this letter, please contact us.

Sincerely,

CALISTA CORPORATION

N elson ZI)\ Angapak
E xecutive Vice Roesideort

“ZCJAislb
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ALASKA LEGAL SERVICES CORPORATION

615 “h" STREET, SUITE 100

ANCHORAGE. ALAskA 99501

Tic~anhone (907) 272%9431

March 14, 1983

Ms. Beth Robinson

c/o0 Representative Adelheid Herrmann
Pouch V

Juneau, AK 99811

Dear Ms. Robinson:

In response to you- request for information regarding the need
for the federal government to allocate additional funds for

processing Native Allotments, 1 am enclosing several newspaper
articles. I believe that the figure 30 years 1is probably the
best current estimate. The 70 years which you mentioned was an

estimate made by a BIA employee 1in a letter to an applicant. [
have spoken with-that individual and have been informed that he
now believes the true figure to be closer to 30 years.

You should be aware that this time period 1is derived from an
estimate of the time required to survey the allotments. It
assumes that the applicants®™ entitlement tc the allotments will
be adjudicated at a faster rate. While this 1is true with
respect to the ""easy” cases - such as those subject to
automatic approval under section 905 of ANILCA - those
allotments which the BLM intends to deny must go through a
"Pence"™ hearing. The Office of Hearings and Appeals of the
Department of the Interior has only been able to complete about
six hearings per year. IT there were a thousand of these, you
can see that it would take a considerably longer period of time
to finish processing the applications. Similarly, there are
between 50 and 100 "Aguilar applicants who will have to go
through a lengthy procedure.

I have also enclosed for your information an article regarding
the potential impact of allotments on such major state projects

as the Fairbanks-Anchorage intertie. On a lesser scale, 1 have
included an article dealing with an allotment 1in the small boat
harbor 1in Bethel. While all allotments are not so strategically

placed, these demonstrate the potential problems which may
. result from a failure to process the allotments in a timely
manner .



IT I can be of further assistance, please do not hesitate to

contact me.

Sincerely,
ALASKA LEGAL SERVICES CORPORATION

Ouy-JI-
Craig J. Tillery

CJT/bh
Enclosures



Rural Alaska
Community Action Program, Inc.

10 "arch 1983

Representative Adelheid Herrmann
State Capitol

Pouch V

Juneau, Alaska 99811

Dear P.epresentative Herrmann:

I am writing to express wholehearted support for HJR 28, relating
to the processing of Dative allotments.

As your proposed resolution so capably states, Congress charged
the Bureau of Land Management with responsibility for processing
Dative Allotments over 10 years ago, and Alaska Dative applicants
have been waiting all that time can ill afford to wait any longer
to receive clear title to their land.

Years ago, RuralCAP was involved in helping Alaskan Datives deal
with the complicated allotment application process. Those
efforts, as well as -our continued close connection to rural resi—
dents, have made us keenly aware of the serious impacts of this
unreasonable delay, both on individuals and village corporate
landowners.

Ke must not accept inadequate funding as an excuse for putting
the legal rights of Alaskans on the back burner. Hopefully,
passage of this resolution will help correct this injustice. A
formal statement of position on this issue by the State Legisla—
ture on behalf of 1i1ts citizens is long overdue. De strongly
endorse and encourage passage of HJR 28 as that positive step
forward.

Sincerely,

Robert A. Lohr
Executive Director

Administration . P.O. Bo.\ 3-3908. Anchorage, AK 99501-0908 ' (907)279*2511
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and acquisition: a sticky wicket for Susitna

by A.J. (S~Cl.in.iiinn
Nt Ddirr

Native land ownership and
rl.imis could he a stumbling
block, or at least llic subject of
rumptcx negotiations, in the
massive 15-hillion Susitna dam
project.

Nrgolialions (o acquire nl-
mnsl 50,000 acres — about
square miles — for the two-darn
hydro project are expected to
Marl this summer, says Alaska
Power Authmiiy spokesman
George Gleason!

Hut it's going to lie a tough
battle, despite general sup|>ort
for the projeci hy native corpora-
linns involved.

"We were pushed Into select-
ill); that land ... So if somebody
wants to say we want nil of the
land, that’s fine. Hut if they want
some of the land, that's n differ-
ent story,” said Itny Goodman,
business consultant lor the Knlk
village corporation, Knlk Ainu
Inc.

Gixxlmnn also works as n con-
sultant for the native regional
i'uilK)tation Ahinn Inc., which
manages land lor the village of
Cantwell within the arm of on
act ess route.

Natives ixtIni out that the Tnl-
« llia area was one of those
uniHIlrawii by the U.S. Depart-
nienl ol Interior for "tleflcicncy”

Day-surgely

claims. Those are areas offered
to natives who were tinahlc to get
enough land in the areas of lltcir
villages or regions because of al-
ready existing private or public
land ownership.

Others say, however, that the
natives saw the future dam site
as a way to make money.

Whatever the case, the Alaska
Power Authority is going to have
its hands full in negotiating f r
lhe land.

Olhers who own land In the
area, or who have cla'ms In land
lliero include Tyonc..', Clticka-
loon, (lie Anchorage-based nalivc
regional corporation Cook Inlet
Region Inc., and possibly some
ol the other yillagcs within lhe
ClItl area.

Acquisition ol lhe land hy the
power authority can’l start offi-
cially until the massive Iwodatn
ptojecl has been approved.

llitl hnllt the Alaska Power
Authority, which Is administer-
ing the project, and affected na-
tives for the last two years al-
ready have been considering just
how negotiations could proceed.

In the meantinc. nn argu-
ment between some villages and
unlive regional corporations
over who owns sand and gravel
underneath cntlve lands could
further complicate Stislli.a.

The project will require at

Map thowi property boundiry ines for propored Suiitna aam projeci

least (H million cuhlc yards of fill
material, said Gleason. Officials
sny the cost could rntiRC any-
where from 25 ccnls to 21 for
each cuhlc ynrtl.

The power nulhorily has hired
a consultant whose work will In-
clude a study ol the sand and
gravel Issue In figure mil [usl
who owns s|iecillc parcels of land

$ f* fi I s a n

which could be used (or sand and
gravel exlraillon.

Depending on who owns land
under which sand and gravel arc
located, much of the money
could go to native corporations
because they have claim to much
of the land in the project area,
Gleason said.

Under federal law and court
rulings, sand and gravel re-
sources ore considered "subsur-
face oslate,” which means they
arc owned by lhe regional corpo-
rations.

A number of village:, uisagree,
however. So Il could become a
critical Issue (or the villages that
have claim to land In the Susitna
project .

Sen. Ted Stevens, R-Alnska,
recently Issued n statement sup-
porting the villages’ position, lie
urged villages and regional cor-
porations lo Iron out tncir differ-
ences and offer a proposal lo
Congress.

Gleason said the money lo pay
for the sand and gravel probably
will Ire put Into a trust account,
where Il will remain until the un-
lives agree oil who owns lhe re-
source.

Another land claim In Ihe dam
nren-Is hy n nalivc group called
Gold Creek Inc., which Is recog-
nised In (lie Alaska Nalivc
Claims Settlement Act ns a [x>-

r tn a n r

tcnlial native group. Thai
of uhout It people Is cl
about two square ml es
the Intcrllc corridor, ai
claim Is pending befoi« |
of Indian Affairs and tin. |
ol Land Management.

And some of the land
area — claims for a hail
parcels within the urea of |
rhorage/Fnirbanks Inlcrll
being claimed by individi
"native allotments." Such
were aulhorir.cd under a b
of Congress. Under that a
lives could file for title to i
of up to ISO acres any tint
lhe act.

Although It was repea
the Alaska Nalivec Claims
rncnt Acl of 1971, the Itiir
Land Management is siill
to process thousands nf
rncnt applications.

The power nulhorily
have the nulhorily to coi
land (or the projeci llscl
Itnicc Bedard, a native
specialist lor the power i
Ily. lint for the Inlcrlic it
he tricky business to co.
land, because It will Invol
gullntlons with the Il A.

Because the IIIA hob
native allotment I-nris i
lor unlives until Ihe land
veycd, condemnation wm
volve much more red la,

itan
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Buttcane claims City IS
being “extorted™ by Teds

Thc mood of the Bethel
dty council was indignant
Friday afternoon, at a
special council meetmg to

. settle a question of a neu
. ative aflotment filing on.?

wir- C Ity News

and extorted,” said coun-
cilman Bob Buttcane after a
brief executive session, "but
for the soke of the small
boat harbor, I'm willing to
give into the demands
made.” Buttcane said he
found it appalling but could
not do otherwise.

Councilman Buttcane's
remarks come in response to
a negotiated list of land op-
dots from the local B1A
land office and the allottee,
James .Nicolai of At-
mnuthluak.

Council was informed in
mid-week that a several acre
Native allotment was recen-
tly accepted for filing by the
mBLM and B1A within the
67-acre small boat harbor
boundary. The original
scven-ond-one-half acre
Nicolai Allotment was
either recorded in error with
the wrong coordinates or
lhad eroded, leaving only
about 100 feet of riverfront

fra? site of the small lioat
- T, now under construc-

"I feel as tho we're
berng brrbedt hlackmailed
0

from page 1

property on the N.N.Ne
quarter of Section 16. This
situation was recently
realized by BLM and with
the authority to adjust
allotments, they did so by
redrawing Mr. Nicolai’s land
allotment filing within the
harbor.

Late last year land for
the small boot harbor was
conveyed by BNC to the
City of Bethel under the
14c3 provisions of the
Alaska Native Claims Set-
tlement Act. The filing came
as a complete surprise to
.both BNC and lo the City.

At the advice of BIA
Realty Specialist, Mr.
Nicolai agreed ‘initially (see
related story LOST
ALLOTMENT on page 1) to
the following land options.

—1. Condemnation by
the Corps of Engineers. Ex-
pedited procedures can

Plum lurn lo pig* 22

ar tract]or(ito try tO
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responsibility," he Xdp
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EXTORTED

allow condemnation to take
place in a relatively short
_ periodof time.  ; ;

—2. State
nation. Same rs above.

—3. Land exchinet- for

1 4.0 acres of city land for du.

required 4.6 acres at the
boat harbor site, plus,
cash—S30,000.

-4, Straight out pur-
chase of the 4.5 acres

condem-'

[}
from page 10 ' "*~
-V e 1 V.'C
required. <'V* —e .

*-6. Scrap thcprojoct for
the time being. This would
cause the Corps to pull out
and also cause Knik to aue
the Corps and the City fpr
damages.

—b5. Land exchange of 9
acres for the required 4.5
acres plus a cosh exchange
of £5,000.
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Two  thoriy legal ..
problems involving the City
of Bethel's small boat har-
bor project have surfaced
recently. The first of these
initially could have caused a
shutdown of the entire
project, when the Army
Corps of e« Engineers
threatened to pull out their
participation.

The second does not
have quite the same
negative potential, and will
probably require that the
City pay an as yet to be
determined amount  of
money for damages.

The first problem came
to light in mid-January’
when Glen Watson, the
Bethel Native Corporation's
land planner, discovered a
‘Host” Native allotment, oc-

t cupying o-small portion of

the project site, across
Brown Slough, in Louse
Town. * \%

_ost SUOxA@x
noat biim

Goldstein”
_uolastein
JHr ¢

g LS.

BNC had received in-

terim conveyance on that
entire’parcel of land from
the Bureau of Land
Management and had re-
conveyed about 40 acres to
the City under auspices of
section 14c3 of the Alaska
Native Claims Settlement
Act. BNC could not have
done so if the land had been
encumbered by any conflic-
ting allotment.
Watson informed the
AVCP realty office, which in
turn contacted Richard
Honey, manager of the
Bureau of Indian Affairs’
realty office in BctheL

Upon investigation, the
valid Native allotment ap-
plication of Jimmy Nicolai
of  Atmauthluok  was
produced, showing. .Mr.
Nicolai W|th ji_-legitmate

X

HARBOR

rl«im to about four and one
half acres of land, most of
which, however being
situated in the Kuskokwim
River, several hundred y&r
ds upriver from Crow and
SRR fishiny ogerativhs.
Only about 100 squsre
feet of the allotment ap-
peared to fall within the
harbor prrject boundaries.
Russell Blome, a realty
spedlist from the Bureau of
Land Management was
notified and Dew to BetheL
On January 21, Blome,
Honey and Nelson Nicolai,
the allottee's son, toured the
allotment area and staked
out the boundaries. Nelson
Nicolai however, informed
the two government agents
that the land described in
the allotment document did
not conform to what his
father had intended when
the elder Nicolai filed his
application in 1972.
*Honey and Blome then'
re-drew the allotment to
, conform to Nelson Nicolafs
1, specification”,"increasing

the sue of the area to seven

and one half acras, about
four and-one-half acres bf
which now falls within the

. from page 1

‘. 1
to Mr. Nicolai a four-and-
one-half acre parcel cf City-
owned land lying just west
cf Ptarmigan subdivision.

According to several
. estimates compiled by City
Capital Projects Director
Dan Boyette, the current
value of that parcel of land
is approximately 5200,000.

The deal was supposed
to have been arranged on
Monday, but at the last
minute, the government
backed off, claiming that
City by-laws prevent the
direct conveyance of land
without a hearing and
without bids submitted.

e -i.But City Planner Tony
Stigill disputes that asser-
tion, claiming that the by-
laws allow for the city to
convey land, to the state, to
the federal government or to
any political subdivision of
the state. He cited several
-precedents within the City’s *

y -history to support his claim,
As the negotiations
began ; to break down,
*5Richard "Honey/lIhe local

“P1A representative for
rsalty, suggested that his
client." would accept, a*
straight re-ih settlement -of

esmall boat -harborjproject..$g a square' foot,'or about

The federal « government.
then informed the City and
the Corps, partners in the S3*

million projec
L" H nd of Jast week
the ; tps was- threatemng;l

to- puII out of the project’
altogether if the City did not
resolve its problem with the
allotment bolder. Acting
quickly, the City drafted six
alternative solutions to the
problem, all of which were
acceptable to Mr. Nicolai
and to the BIA.

One of the six ‘alter-
natives proposed an acre-for-
acre land swap with an ad-
ditional £30,000 added on
for Mr. Nicolai

" In return for conveyan-
ce of the allotment to the
uCity. the -Oitv would grant

tl,

$1.2 million*for his land..

“* Although was one
, (if"" the 1six'"alternatives’
aifgeed to by all parties, the'
buy-out price was euite s bit
more than .the City .had
bargained for. Vo=
oL As a result'd” the iia-.
passe. Honey and Bruce
l-andon. an attorney from

_..the Solicitor General’s Of-..,

ficc of the Department of
the Interior, met on
Tuesday in Anchorage with
Stigall and with Joe Purnell,
from the office of Rick jar-
nett, the City attorney.

.. According to "Dan
Boyette, "'things lojk good"
for a settlement, as of
Tuesdry night. .

M.anwhile, work on the
nroiccl continues, with Knik

A~

Construction excavating the
harbor site.
And according to Mr
Boyette the Corps has been
i mollified and has withdrawn
' its deadline for resolutijp of
-the allotmentdispute.- ~
| “ "The second incident-
mmp about when the City’,
on its own initiative, burned
two barges belonging to
Bruce Crow, both of which
-were located within the
project boundaries.

Crow' has retained
Bethel attorney Myron
Angstman. According to
Angstman, Crow wants the
two 60-foot-fcy-16-fooc
wooden craft replaced

According to Dan
Boyette, Crow's family was
notified in late August that
the two vessels, toe Widow

Maker and the Akiak, had
to be moved as both were
lying on ground slat'd for
excavation.

1 Boyette said that he .
contacted Crow's son Sam, "

and that his daughter Alice,, ,.

indicated that her father
was upriver moose hunting
it the time, but that she
would see what she could do
about moving the barges.--
, The barges remained un-
.moved -7 - ¢
Boyette.-, said -that
*Bethel' Police Chief Tom
Varnell alet informed the
family el. about the'same"
'time, and City Planner
“ Stigfll took a map of the
prop ised project to show- to
two memoers of the Louse
T-vti Development Cor-
mjx  on: Louie Andrew and

- work

Bruce Crow. trt-lr-
In addition, according

to Boyette, Public Works
Director Gary Volkman also
told the Crow family, that
the barges had tohe moved.
Through his lawyer, Crow
maintains that he wasn't in-
formed about the need to
move the barges until late
September, after the last of

"the high water, when the

vessels were firmly groun-

W= vded up the Louse Town

Slough. .. I-

* With the start-up of
imminent, an
agreement was finally
reached between the City
and Crow, in which the City,
offered to attempt to move
the vessels, now frozen in

' Ptotse Cum topage 30 **
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The small boat harbor
pic;“ct * as begun in earnest
last j ear when the Bethel
Native Co potation granted
a 58 acre parcel of land to
the City under auspices of
Section I-ic3 of the" Alaska
Native Claims Settlement
Act, which regulates land
conveyance from Native
corporations to local
municipalities.

In conveying the land.
BNC was under the im-
pression that it had clear
title, and apparently was
unaware of the Native
allotment which had been
top-tiled by Mr. Nicolai in
August. 1970. The allot-
ment was only discovered
by BNC land planner Glen
Watson subsequent to
BNC’s having conveyed the
parcel to the City, and
following an agreement
between the City and US
Army Corps of Engineers
for construction of the har-
bor.

When news of the
discovered allotment was
aired, the Corps felt it3
position was compromised
and initially threatened to
walk off the project unless a
deal was quickly agreed re
settling the land ownership
issue wi'Nin the project's
bounau. -s.

But assurances were
obtained, the land
agreement was struck, and
the Corps has continued to
oversee the project, with
Knik Construction still ex-
Civiropt

fi-ox1 page 1

813.000. Whether the City
can replace che two vessels
eor chat amount of more-.* is

But with one problem
solved, the City still has to
grapple with another har-
faor-related problem:
replacing the two’ 60 foot by
16 foot wooden barges
belonging to Bruce Crow
which the City's public
works crew burned two
weeks ago.

The two barges, repor-
tedly usea L/ 1— . during
his summer rn buying ana
processing business, were
pari<ed. high end dry. up the
Louse Town  Slough,
squarely in the middle of the
proposed harbor.

Having received per-
mission to attempt to move
the barges from the harbor
site, and assuming the
responsibility for any en-
suing damage, the City crew
began to work at extricating
the vessels from the frozen
slough bank. But neither
heat, nor Terex, nor D-8
Caterpillar could pry the
boats loose~at least in one
-r«ro \yhiie pushing on the
barges with the Cat, the
barges began to break up.
The crew pushed the
wooden hulks into a heao
and reportedly burred the
fragments.

Neither the Bethel Fire
Department, r.cr Crow him-
self were told beforehand of
the plan to bum the barges.

Through his attorney.
Myron Angstman. Crow has
Indicated that he wants the
City to replace the barges by
break-up.

A marine surveyor
hired by the City to assess
the worth of the barges
h—for" ?-*«-' '.-p-rt burned

few replacement barges
available _o the Delta at
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Natives take
» ¢ ?q e
land claims

. . >
to high court
by A.J. McClanahan
Tlidm WruUif

Southeast Alaska natives are
attempting a last-ditch effort to
gain title to more than 200 par-
cels of land they believe i.e
rightfully theirs.

The government says they are
out of luck because the land is in
the Tongass National Forest.

The natives have lost once at
the U.S. District Court level and
twice In the Ninth Circuit Court
of Appeals. Even so, Alaska
Legal Services Attorney Craig
Tillery thinks the 200 or so na-
tives have a chance of winning in
the U.S. Supreme Court.

To the natives, the stakes are
high.

The case involves land se-
cured under the 1906 Native Al-
lotment Act which authorized na-
tives to obtain restricted title to
parcels of up to 160 acres for
each person. Title was for land
they traditionally used for hunt-
ing, fishing, trapping or home-
sites

Under the act, natives got the

land under a trust arrangement
See Lands, page A-l

>
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Lands

(Continued from page A-l)
with the Bureau of Indian Af-
fairs. The allotment land essen-
tially belonged to the natives, but
they needed to obtain BIA ap-
proval fot ,ost transactions.

By the same token, they didn't
have to pay taxes on the land.

The act was repealed by the
Alaska Native Claims Settlement
Act of 1971, but statewide there
are 7,421 applications for about
14,000 parcels ranging from 40 to
160 acres each. The applications
remain pending before the Bu-
reau of Land Management.

Getting the Supreme Court to
take the case is no easy task.

“You not only have to con-
vince them you're right, but that
It's important,” Tillery said.

it is to the natives.

If the Supreme Court does not
rule in their favor they will lose
their claim to the land, Tillery
said. "They're also losing their
link with their past, their herit-
age," he added.

The case involves approxima-
tely 32,160 acres of land in South-
east Alaska, located in the
Tongass National Forest. That
amount of land is substantially
less than 1 percent of the 17-mil-
lion-acre forest, which is the lar-
gest national forest in the nation.

The suit was filed on behalf of
Albert Shields Jr. of Juneau in a
class action suit for about 200 na-
tives. It stems from a native al-
lotment application filed by BIA
for Albert Shields Sr. In 1972

Two years after the applica-
tion, the bureau of Lana Man-
agement made a field examina-
tion of the application and found

that the land was within the
Tongass National Forest. The
bureau's report stated that

_—a - - .

i

Shields had c-ed tht-land exten-
sively, but that his use did not
predate the fore *

The LS. Ft t Service said
Shields had to p ve that his use
of the land predated the forest,
which was created In 1902. In
1909 the forest was increased to

include most of  Southeast
Alaska. »
The Alaska Legal Services

filed suit on Shields' behalf on
Feb. 23, 1977, to fight the deci-
sion. He died Nov. 13 of that
year, but the court allowed his
son Albert Shields Jr.' / be sub-
stituted as plaintiff. *

The government says that na-
tives must establish personal —
not Just ancestral — use and oc-
cupancy of the land from before
the land was put into the forest.

The case was nude into a'
class action suit three years
later.

In 1981, the court ruled against
the natives, so they appealed to
the Ninth Circuit, which ruled
against them twice. o,

Tillery said the case also will
affect natives who have allot-
ments in the Chugach Notional
Forest.

The natives' brief will be filed
with the U.S. Supreme Court by
the end of next month. Tillery
said he expects word on whether
the high court will hesir the case
bv early this summer. ~
" liTa related development, nine
Democratic state repn.'enta-
tives have introduced a resolu-
tion in the legislature, calling on
Congress to increase BLM fi-
nancing so that allotments can
be conveyed within 10years.

BLM officials have said in the
past that It could take 30 or more
years to convey the land.

The resolution was Introduced
by Reps. Adelheid Herrmann,
D-Bristol Bay; Albert P. Adams,
D-Kotzebue; John G. Fuller,
D-Nome; Peter Goll, D-Haines;
Vemon L. Hurlben, D-Sleet-
mute; Tony Vaska, D-Bethel;
Fred F. Zharoff, D-Kodiak; Ben
Grussendorf, D-Sitka; and Don
Clocksin, D-Anchorage.
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(Conttinued from Page One)
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. tre. works in tre lad alio’-

i _Another problem faligno  © 5,000 allotments on day

180 of the appeal deedlire,
mot conveyance procedure 3 lesas. =
the Stale of Alaska which fild
blanket appeals lo thousands

of Native; allotment petitios
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suneyors plan "on  suneying
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year.
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daarcrl. ©.sne/ i <bram .uter, the direction of

os tanled lownrd In .moio

veyed parcels throughout the-1
stle & those parcels weresr,
Cleared for survey ~gfjilial.”

OLM"s adjudication Offie..”

The mi(]"a] suney method * Ichtt","ofjthe MIII.f.'A'Iegist,L',.; filad =sili olunteers from the,

will allov the cadsstral"office
gt "more for its money’
try foasing on goetnl mens

and savirg irael Koosts "and 1,
v

tiee,
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Under the 1906 Land Allot*
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in up o four (liffcenl parcels.

Eiddusli says tet I takes
from one In foul days to s1-

abrtidi s dJFHY T.Vr= e, liess.

«+,Dqn Mitdell, a former Alas—v;y  No ore,’bolcver, has taken
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will crop up niid more then, $promise that RurAL CAP or
100 petitios were foud b~ DIA *workers-would follov t©
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Ihe allotment drive was ended mwThe workers never showed
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lotment itios was /.1 "V -t
est; pet RV %Ggfv.wllgpﬁle‘?{%}eer% T o
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meit~Act; petitioners con seeK
up to 160 acres of lam" divided
in upto-four, different parcels. fill MUST GO
Eickbush. says that .-it, takes
4 from-.one.to .four days to sur-.
veyj an- average parcel, depend-
ing on.the type of terrain-to be-;
surveyed=—"  e*'el | T
. . Each;?survey-v.costs£;abbut-.
$8,000-tc just-surveyg’yitHjthe
toiairfield, examinatiot®-adjudi-v.
. catioa and paperwork .running -;
abouti 530,000 per-allotment’,
for allparcels, heestimates. TLjp'
" .-The. age-old problem of lack .
of-funds--also crops up.y ally
in theMoffice. According to tes-

. timonjTj'presented at. many - 1 i L A
"hearings on the allotments for ] ) _
the - p3st .four decades, Con- WT'b 9 Fotig
gressmarely has funded“he e
allotment, process to anywhire ©vbcbh OMink
near the amount needed to sjf-* e v Vja -Todays|
ficiently carry it out. ’ © Parkas © Mot i"- more cc
P;ev(;ouhs -allotment%ofﬂ%%rs ' Let.Frai
"testified that requests for addi- e o
tlonaldmoney 3vere generally Sites ovwr v Alaska
"ignore oratio
The reason that RurAL CAP CHate O Geavef , sptrengt’
became involved in'.the allot- W5 h
ment drive was because neither —A 0 MHtens ./ © Coyote ‘.agemen
the BIA .or BLM .had suf- ance P
ficient money to go..out to ©Mulduks o Laml rent Insj
work eon the allotment re-
.quests.; ‘e Fur Jabbh . . . ard C
. Today is no different.© ;o A0 0 Risk
Eickbush say's that his office Benefit
requested S15 million for the
currentdfedelral budget”year bfut ' '(Ij’ota::
received only SS million for ) o' day for
the year. That S£ million must ik tepxsy ret Cfaistoss . " 'tomorre
also pay for office surveys of Slock
eAlaska state land withdrawals, 0CK
village withdrawals-and many Remains «+Watch Our Furs Ty.' X-r
other programs so'the piece - Being Made!.
of the “budget pie” remains
insufficient to get tne job
done. Mon. thru Sat 9:00 a.m. to 7:00 p.m. . *;
- Eickbush said that-if more Fran
money were to be allocated — ’
and with the federal budget %
belt-tightening| the way it
s, that doesnt look [IKely — 97 g414 120 E. 5th Avenue 274-3474 Sio-ust. sun

530 Fourth Av

he would contract with private
surveyors to do the work.
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ANALYSIS OF HOUSE JOINT RESOLUTION NO. 38

"Supporting alternatives for the
marketing of North Slope Gas."

This resolution 1is a signal of strong support for a transportation
system to be constructed for Alaskan North Slope Gas. It supports
and encourages sales of Alaskan gas to all probable markets at

home and abroad, and calls for all state, federal, and Congressional

agencies to giveequal support and assistance to any system that will
carry our gas to market.
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UNITED STATES DEPARTMENT OF COMMERCE
The Under Secretary far International Trade

Washington. D.C. 2D230
~tn of

r AR 14
MAR 7 1983

Honorable John J. Cowdery
State Representative
State Capitol

Juneau, Alaska 99801

Dear Mr. Cowdery:

Thank you for your cable to President Reagan regarding Alaskan
resources. The white House has asked me to respond.

arV.visit to

e e eeeaeaaan Jprlé&gg:Group op-Energy to e

issues raised in your telegram. Secretary Shultz latef
wicn Foreign Minister Abe to begin the arrangements on the
structure and agenda of the first Working Group meeting.,.
>iscussions will include a wide ranae of issues incladinc

.ty and develTopment of both nations.

fticlpan# through the Ministry of International Trade and Industry
(MITI), has been active 1in performing assessments of Alaska“®s
coal reserves and has .expressed interest in the possibility oj

.Mo"deal
e supplier of both coal an

export of Alaskan oil 1is restricted, but ther/i has bee
discussion in the Administration”"and CongresS"about

iremoving "these restrictions?. The export of Alaskan oil
involves a trade-off of insuring the adequacy of domestic oi.lv.
.supplies, and the economic incentive to export commodities not
in short supply. We have sought to balance these objectives
while administering the short supply regjlations of the Export
Administration Act (EAA). _W2pwill pay close attention to this
issue during the 1983 reauthbrization of the EAA. This
Administration is committed to increasing ,,the ene; ecurity
and interdependence of our allies and trading parl

Sincerely

0r

Lionel

UM »irnnT>tj *ijmr?
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Department of Energy

Washington, D.C. 20585 March 2, 1983

Honorable John J. Cowdery
State Representative
State Capitol

Juneau, Alaska 998.11

Dear Mr. Cowdery:

President Reagan has asked the Department of Energy to review and
respond to your telegram of January 18, 1983, 1in which you urged
the President to encourage Japan to look toward the energy
resources available in Alaska.

juenergi
During Japanese Prime Minister

be on identifying and

.S. Government will be .examining

U.S. energy trade with~~rga”~ and the
legislative, technical, and*-economic constraints to sucn trade.
"In the course of our discussions with the Japanese Government, we
plan to make every effort to keep the private sector and the
legislature informed of the course of these deliberations at
appropriate junctures. %
We welcome your interest in further development of U.S. energy
resources and in such cooperative efforts as we now have under—
taken with Japan.

Sincerely,

Principal Deputy Assistant Secretary
for International Affairs



Introduced by: King

Date-: Feb. I, 1983
Vote: Unanimous
Action: Adopted

KENAI PENINSULA BOROUGH

RESOLUTION 83-34

APPROVING-AND ENCOURAGING CONSTRUCTION OF THE TRANS ALASKA GAS

i
WHEREAS, the Trans Canada Gas Pipeline for® delivery of
Alaskan gas to Midwest markets has not proved feasible so as to
get necessary construction financing; and

WHEREAS, the result is that the gas 1is not being sold to the
detriment of the Alaskan people and the State of Alaska; and
t

WHEREAS, the Governor > Economic Committee has filed a
report dated January 1983, setting forth the economics of a Trans
Alaska Gas System as an alternative for North Slope gas which
would result in construction of a pipeline for gas to tidewater
in the Nikiski area; and

WHEREAS, the oil and gas infrastructure 1is already 1in place
in that area which could be developed to utilize gas from the
North Slope; and

WHEREAS, use of this gas within the State and

he x"est coast of the United States in order to reduce
in our balance of ty~de with those nations and to
United States economy;l

NOW THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF THE KENAI
PENINSULA BOROUGH:

Penlpsu h  he;
proves, encourages, , fldf
tie construction of North Slope €~ from"*the

Prudhoe"Bay area to tidewater in the Nikiski area Oifvthe Kenai
Peninsula Borough as envisioned in the report by the Governor-'s
Economic Committee.

Section 2. That the Clerk of the Kenai Peninsula Borough
distribute copies of this resolution to President of the United
States Ronald Reagan? U. S. Senators Ted Stevens and Frank

Kenai Peninsula Borough
Resolution 83-34
Page 1 of 2 Pages



Murkowski, Representative Don Young, Governor of Alaska William
J. Sheffield, and to all members of the Alaska Legislature

immediately after its adoption.

ADOPTED BY THE ASSEMBLY OF THE;. KENAlT PENINSULA BOROUGH ON
THIS 1st DAY OF February 1983.

ji/c
ﬁdnald L. McCloud, .Assembly President

ATTEST:

borough CI

Kenai Peninsula Borough
Resolution 83-3A
Page 2 of 2 Pages



ALASKA CONGRESSIONAL DELEGATION

Senator Ted Stevens
Senator Frank Murkowski
larch 14, 1983

FOR IMMEDIATE RELEASE

WASHINGTON- Senators Frank Murkowski and Ted Stevens have
urged Commerce Secretary Malcolm Baldrige to recommend®"revisions
in the Export Administration Act"s restrictions on the export: of
Alaskan.crude oil;?*

Baldrige 1is currently reviewing the act, which is set to
expire .in September, and the Administration will soon be forwarding
to Congress 1its recommendations for renewal.

"While 1 have yet to endorse any specific proposal, | recognize
that now is the time to begin the lengthy process of removing
federal restrictions and preparing for the possibility oi future
experts of Alaskans oil,"” said Murkowski.

"Under the existing Export Administration Act, any oil export
faces an uphill battle for approval in Congress. Revising the law
will remove the first roadblock, but we still face the
restrictions included in the TAPS Authorization Act,4 Murkowski added.

Sen. Stevens said, "The administration®s public support in
exploring these 1issues before Congress would be an important step toward
the release of Alaska®s oil to the free market.”

-more-



2-2-2

"We have urged Secretary Baldrige to"make an early recommendation
on lifting the ci? "export ban. Any final proposal on the export
of Alaska oil to Japan will have to include a provision®"that only
United States ships can carry oil from the Prince William
Sound area/" Stevens said. "It is also apparent that substantial
t

revisions in Japanese export policies will have to take place

before the export of Alaska oil will be acceptable to Congress.™

The Export Administration Act was amended by Congress in 1979

to tighten restrictions on resource export. Under the law, any
new oil export must be expressly approved by both houses of
Congress.

The Trans-Alaska Pipeline System Authorization Act requires
the U.S. Senate and the House of Representatives to disapprove,
rather than approve, any new export within 60 days after
being proposed by the President.

In their letter to Baldrige, the Senators said that the factors
which led to the tightening of the Export Administration Act ban on
foreign sales of crude oil are not the same today. Murkowski and
Stevens said that the interest in crude oil export expressed/-by
the U.S.-Japan Energy Working Group, as well as changing world oil
supply and demand dynamics point to a possible change in the
Administration®s position on oil export.

"If a consensus develops in the near future that favors-export,
we would not want consideration of this 1issue to become inflexible
because the existing Export Administration Act was already
underway,”™ the Senators wrote. "We hope your recommendations regarding

the Export Administration Act will have flexible parameters, and ample
latitude for far-ranging and complete discussions of this 1issue,”

they concluded. .
gy .

For further, .information: Jane Robbins (202) 224-6665
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thatdogged the earlier oil pipeline.
Butits main problems have been a
sharp_JumP in costestimates, from
anoriginal $10 billion, to $43 billion
ormore, and the consequent need
topass these costsonto customers.

In part, this has been addressed
by the comFames and Alaska in a
variety ofplans to make the cost of
gas relatively stable throu?hout
the project rather than “front-
loading” the capital cost. Accord-
ing to state officials, this could cut
the often-cited price of $18 a
thousand cubic feet by 60 percent
initially. Then, the costs would be
spread over years.

"Everybody has to be a partici-
pant in this Ievell_n? process,” one
oil company officia sald,_|mply|ng
that producing companies woul
probably have to make conces-
sionson the wellhead price they re-
ceived for their ?as as they asked
banks to wait fonger for their
financing profits.

Companies are also devising

ways to reduce costs of condition-

ing the gas and building pigelines.
Nanetheless, a ﬁrowmg ody of
opinion seems lo

line may be dead.

“When ANGTS was approved,
the nation was suffering a severe
naturalgasshor_tagebroughton by
wellhead gas price controls,” said

arecent report prepared for Alas-

ka by Booz, Allen & Hamilton.
"Consequently, there was strong
interest in bringing Alaskan gas
and other supply supplements to

market. Now, however, the domes-
tic natural gas su(fp’ly-dcm ano pic-

ture has change

AccordinFIy, two former gov-

ernors of Alaska, Walter J. Hickel
and William A. Egan, are pushing
an alternative under the aegis of a
special committee appointed to
suggest solutions. They advocate

old that the pipe-

Daily News-Miner, Fairbanks, Alaska, Tuesday, March 22,1983—3
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building an 820-mile pipeline from
Prudhoe Bay to the port of Kenai,
Alaska, and then liquefying the gas
for shldpment to Japan by tanker.
According to this view, Alaskan
gas can probably never be com-
petitive in the lowvr 48, and its
natural market it Japan.

Advocates of this plan say it will
lessen the United States’$20 billion
payments deficit with Japan, pre-
ventthe Soviet Union from cap, '
ing a large chunk of the Japan.se
gas market—as it has in Europe—
and cost $18 hillion less than the
line through Canada.

Perhaps most important from

:ALGARY

] st~ pXul

CHICAGO

Alaska’s perspective, the advo-
cates say, the state could finally
profit from what is perhaps its
richest resource. This is an esge-
cially important argument be-
cause Alaska's oil revenues will
begin to decline shhrply at the end
of this decade as the recovery of
Prudhoe crude becomes more dif-
ficult. _

‘They’ve been talking about the
potential of Alaska for 150 years
now,” Hickel said in an interview.
"You have to make something hap-
pen, or a potential is just a broken
promise.’

«tJ9S3-V.Y. Times News Service



ALASKA
STATE LEGISLATURE

MEMORANDUM

28 March, "83

T0: Rep. John Cowdery
From: Merrill Sikorski

RE: Information 8 costs of delivered NS gas.

With capital costs bein
latest est

ic from the Booze, Allen 8
Hamilton report, ting in 1982 dollars the
price to Japan at

John, another” fac_tar that seems apparent after reading the
article on "Reaflhning of Japan™, 1in last weeks U.S. Business
Report, 1is our”a"l”naT”eciirlty. Nakasone 1is pushing toward
rearming his country. If Japan is as effective as they are
at everything else they do, they may have quite a military
capability by the end of this decade. This 1is the same time
that their energy needs will call for additional LNG, which
will also be available fr~m the U.S.S.R.within that time
frame. It would behove This nations security? to have a
technological



Conclusions

THE MAJOR ECONOMIC ADVANTAGE OF TAGS IS THE HIGHER VALUE OF ITS TARGET MARKET
USE IN THE PACIFIC RIM

- LNG

COMPAmMsr A DF MIIHFAD BAS VAIUIlI FOR ARGTS AID TAGS

WFUHFAD

1 valut

FAFIGHt ABO
HANOIIRC COSTS

BUT. BOTH TAGS AND ANGTS ARE VULNERABLE IN SEVERAL WAYS



SPECIAL REPORT. /

Reagan prods, U. S. business worries, and many Japanese fume
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mWeapon# made In Japan: To build Its arms industry, Tokyo would have to break Us own guideline that limits military spending to 1% of GNP.

hinting at breaking the most important of all Japan's self-
imposed quidelines—the limitation of military spending to
1% of gross national product Many expect him to break
through that limit in the next two years, opening up the
possibility of much h\;ﬁher government financial support for
"the armed forces. "We are now approaching the ceiling,”

Isays Kazuo Tanikawa, director general of Japan’s Self-De-

fense /_-\dgency, "Perhaps we are at a point where we have to
reconsider [th? 1% limit].” ‘e > _

That prospect may win applause in the White House and
on Capitol Hill, but'it alarms a great many people in Asia,
including the Filipinos, who have searing memories of Impe-
rial Japan’s Greater East Asia
Co-Prosperity Sphere. The
growing discomfort with Wash-

Ington’s sponsorship of Japan’s
rearmament goes ‘beyond re-
membrances of World War I, .
however. U, S. businessmen are encreased
wondering if Japan will repeat o
its successes in exporting autos,
televisions, semiconductors, and
VCRs with a now series of mili-
tar_Y_ exports. Japan's electronics
abilities could make it a strong
exgorter of electronic weapons.
thers fear that technology
th( U.S. transfers to Japan for a
military buildup may return
home in commercial goods (page
109). AI_read{, Mitsubishi Heavy
Industries Ltd., the country's
largest defense contractor, as-
sembles F-15s uiiu executive jets

A Billions 0l U S. dollars

out any major military or aid programs in defense of the
Western alliance. “Forty years after the war, it is .anach-
ronistic to continue the present situation of total Japanese
dependence on us," says a high-level State Dept official.

ashington discounts the Eossmmty that bolstering Japa-
nese military spending might rebound to hurt American
exports. "l don't see much impact on_our commercial poli-
cy," says another Administration official. In fact some Ad-
ministration experts believe that the U.S. can tag into ad-
vanced Japanese technology in semiconductors, fiber optics,
and robotics by tying Japan into American military programs.
A key defense specialist contends that U.S. efforts to per-
suade Tokyo to increase its mili-
tary budget are aimed "at get-
tlng them to let more of their

technologies a>'ae here.” _
Moreover, che Reagan Admin-
istration is confident that it can
control an7 tendency toward re-
birth of a Japanese militarism
reminiscent of the 1930s. "Some
People, to be sure, feel that
here may be some danger of
the Japanese reverting to milita-
rism,” says one Administration
source. "Kissinger worries about,
this. But we are confident that'

that can be managed."
The basic Administration
strategy is to offer Japan alimit-
ed range of weapons, making
Tokyo dependent on the U.S.
for ‘most of its military needs.
The key tactic is to encourage
industry-to-biuiistry technology

in Japan—in adjoining hangars.
The.specter of a repeat on a

huge scale of that kind of techni-

cal transfer haunts many U.S.
executives. "Do | think it is an
eventual threat? You hetter
damned well believe I do,” says

a U.S. defense industry execu-

tive in Tokyo. "Whatever they
do, they do well.” _

None of this yet worries mo: t
officials of the ! .
tration. Washington is focusir.g
on Japan’s enormour econom ¢
strength and its failure to carry

SPECIAL REPORT

eagan Adminis-

-...bat it still lags far
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cooperation for specific defense
items. Since Japan would copro-
duce these weapons under li-
cense to U.S. companies; it
would need permission from
Washington to export them. "It
is in the interest of the Depart-
ment of Defense .to equip the
Jnpanese with the weapons they
need to defend themselves,”
says a key Defense official. "But
we do not intend to provide
them with offensive weap-
ons or give them access
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ALASKA
STATE LEGISLATURE

MEMORANDUM

March 9, 1983

TO: Oil & Gas Committee File
FROM:  John J. Cowdery /f,
SUBJ: Joint Resolution Points

1. The State of Alaska has to take a strong stand to sell this gas. Ask
those who say we shouldn*t, "If we can®"t be strong, how can we expect
the oil companies, the Japanese, or the federal government to be
strong?"

2. Ask those who say we agree on results but disagree on how to go about
it how they would go about it. We have to look at the competition.
Indonesia, Canada, Australia, Thailand and the Soviet Union --our
competitiors-- all send their top government guys to Japan and other
markets to make LNG projects happen. We need the same firepower.

3. Alaska will be treated like a stepchild as long as she behaves like a
stepchild. We"re not a stepchild, we"re a sovereign state. We
understand the problem in what is the national and international

interest. We have to constantly ask the question: "How long can a
sovereign state wait when America asks for its resources a.id refuses to
take them?"™ It"s our gas, and our whole state"s economy depends on

getting to market.

4. could never give a tree away in Seattle after the Second World War
when we wanted to get our timber industry going. We won"t ever sell

coal in Wyoming. And we"re not going to compete with gas in Oklahoma.
It's time to get tough. What is the state of Alaska waiting for?

On the resolution itself, 1 think it is essential that the first two
"let it be resolved"” clauses of the original draft resolution be
included in the final joint draft. The resolution is virtually useless
if it does” not single out the Asian market and ask governments and
businessmen in those areas to take advantage of the secure, long-term
trading relationship purchase of Alaska®s North Slope gas would offer.

A second, new suggestion would be to include the following resolution
clause for the federal government:

"And be it further resolved that the federal government Iis
urged to explore the prospect of making development of

North Slope gas transportation facilities a National Interest
Project of nations on both sides of the Pacific for its



long term benefits to this nation and its potential trading
partners."”

To explain. Japan has made projects in the Soviet Union "national
interest projects” not because they are uneconomic but because the
government has taken the long-term view that this trade would be
beneficial to relations between both nations. Our government and Japan
should be urged to do the same thing and that consideration will, 1
expect, be a part of the first joint energy task force talks on March
23.

Finally, we should make or.e more try to strengthen the joint resolution.
Line up other, less committed members of the Senate - majority and
minority- but timing 1is the priority. Even if they are not introduced
together, 1its good to have a strong measure in both houses. Take strong
stand, public reaction should be with r:;, should be easier to get a
strong resolution through the Senate. Stand tough.
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By Expected

Drop in Qutput

By DOUGLAS MARTIN

ANCHORAGE — Measured by the
wind-chill factor, the temperature was
£6 degrees below zero, driving snow
made it impossible to see more than a
few feet, and even the ravens seemed to
be huddling from the cold. It was a typi-

Beaufort Sei-

Valdoz

Ak
\ ' .."Gulf P» Alaska k>

T NnrYorttTlc)«/Muchn, 1653

Route of the 600-mile Trans-AJaska
pipeline that transports oil from
S. the Prudhj*'«Bay field.
e - vy .

cal March day at Prudhoe Bay, Ameri-
ca's biggest oilfield.

"It’s like working on the moon,” K. C.
Kilty, a production technician, said of
the effort required to maintain the
mammoth oil wells, each of which
pumps more than 400 times as much oil
as the average well in the lower 48
states.

Still, much of the hardship of search-
ing for oil 250 miles north of the Arctic
Circle has been ameliorated. And
Alaska has growr. into a leading petro-
leum province, the only one in the
United States that can be mentioned in
the same breath with the Persian Gulf
kingdoms, the North Sea and Mexico.

Butthere istrouble on the Arctic hori-1
zon, which at this' time of year is thej
color of ros6 champagne. For within a,!
few years— perhaps as early as 198
production from Prudhoe Bay is ex-»
pected to decline sharply as the natural;
difficulties and costs of tapping its vast/
oil supply mount. " -

The trouble In getting the Prudhoe oil
out of the ground, mainly the result ofa*
decline in the-underground pressures
that force it to the surface, has long
been anticipated and would have

® caused less concern If world oil prices

"had continued to Increase, as many ex--

; ".perts were forecasting just a few years

EgO.

f. Z  With prices dropping, however, it is
t, “beginning to be questionable whether
“"~Nthe industry will either get the most
». out of Prudhoe with Increasingly
T - costly technologies or replace the lost
" “eproduction with costly new dlscov-
( eeries.

. 1988.” ,said*C~V. Chatterton, chair-
Jj.~znanof 4 Afaskd o a0 Gas corner-
e .vation Commission. "And | don't see
how nay new field can'possibly be
brought into production before the de-
_"Pllne sets'ifi for the Prudhoe Bay
Wield."

To be sure, experts believe that
“iyUaska still offers the nation’s best op-
- -portunlties for finding exceptionally
l..'large amounts of oil. A number of
- -smaller fields have already been

Ifound, and opportunities offshore in
-'m-the Beaufort and Bering Seas are
I -judged excellent. But even so, the new
;.;finds are unlikely, the experts say, to
-esImake up the shortfall expected In
“I.Prudhoe's decline.

- As of now, however, Alaskan oil is a
~ 'major energy blessing. With only one-
'-e -thousandth the number of wells
I ."drilled in Texas, the oil industry in
-+-Alaska is producing 1.7 million bar-
t 'iVels of oil a day compared with 2.5 mil-
- -lion In Texas, the nation's leading oil

> 7pro— jjigstate,Alaska’s outputcould
b Tar ghéater but”

leAAlaska Pipeline-’!
«."mhold it. asm

Today, a fifth of American petro-
leum output flows from the North
Slope, and expeits believe that half
the oil yet to be found in the United
eStates is in Alaska. Matching that
scale, however, are expense', technl-
ecal challenges, and distar zes from
e suppllesandmarkets.
fewTf you found a 50-mlIL-m-barrel

'sasaesagsM

kinsot*Vitepre'siderit oftfie Arco Ex-
ploration Company, a unit of the At-
lantic Richfield Company, said with a
shrug. The reason: Larger fields can
be found to better Justify thehuge cost
of field development

Even apparently rich prospects,
however, are being subjected to closer
scrutiny because of the sharply cir-
cumscribed cash flow of the oil com-
panies. Petroleum Analysis Ltd., a
consulting firm based in New York,
calculates that the profits of major oil
companies last year declined by 19.4
percent, which means they have less
money to plow Into the ground at a ¢
time when costs are cor, tinuing to rise.
"There is a distinct slowdown in the
availabilllity of risk money looking for
new fields," Mr. Chatterton said.

Prudhoe currently produces 1.5mil-
lion barrels of oil a day, more than the

«'amount pumped by each of 10 of the 13

financially strained members oi the
Organization of Petroleum Exporting
Countries. (Only Saudi Arabia, Iran
nnu Venezuela produce more.) But
Mr. Chatterton and others estimate
that, starting in 1988, the annua] de-
cline in production will be between 15
percent and 20 percent; this means
that, by 1995, Prudhoe Bay would be
pumping only 120,000 barrels a day.

The more optimistic scenario Isthat
the yearly rate of decline will be only 8
percent but will start three years
earlier, cutting Prudhoe output to less’
than half present levels by 1S95.

*You fall off n cliff, and you fall
pretty flat,” Paul Norgaard, presi-
dent of Arco Alaska Inc., said. «

‘The Big Endowment*

Thebiggest losers will be the United

. States Government and the f'~te of
: Alaska,'which together receive two-
"thirds of the reyeques generated by
Prudhoe oil. "Prudhoe is the bonanza,

the mother lode, the big Widdwrotxl,

tne one-time shot,” said Charles Logs-

dehra'petrofeum economist with the

state revenue department of Alaska,

The impact oi the geological limits-
tlons is being magnified by falling oil
prices. For Washington each STdrop *
in the world oil price means $547.5mil-
lion less inAlaskan "Windfall profits"
taxes each year.

For the state, the world's slackened
appetite for energy’ and OPEC's re-
cent 15 percent cut in prices mean the
withering of an oil-fired dream.

A recent study by the University of
Alaska estimates that by 1993, petro-
leum revenues — which account for
more than nine-tenths of state spend-
ing —will be 70 percent less than fore-
cast two years ago a;; a result of de-
clining oil prices. The implications
are that overall employment will
grow 10 percent more slowly over the
next decade than had been expected;
that population will increase at a rate
8 percent less than expected, and that
the state income tax— swept away by
petroleum — will l,ave to he reinstat-

WiIWST
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Alaska Proposing Japan Connection

mLiquefied North Slope
Gas Would Be Shipped
From Kenai Peninsula

By Rocnt Lowenstein
SlaffRepOftefOf ThcWau. Street Journal
For six years oi! companies in Prudhoe
Bay on AJaska’s North Slope, have been
producing on? billion cubic feet a day of
: natural gas. And every day, they painstak-
ingly compress the gas and inject jt hun-

dreds of feel back into the frozen earth.

The gas is a byproduct of crude oil. But,
while the crude oil is piped to the coast,
Alaska hasn’t found a way to transport and
market its Prudhoe natural gas.

The federal government long hajs sup-
ported the idea of laying a gas pipeline
across Alaska and Canada to the lower 48
states. But a pipeline consortium has never
been able to raise enough funds.

So today, 15years after the giant Prud-
hoe Bay field was discovered, a Liue-rib-
bon Alaska state committee was scheduled
to unveil what It claims is a better plan to
build a shorter and less costly pipeline to
Alaska's Pacific coast, convert the gas to
liquid and ship it to Japan.

"Alaska's natural markets have always
been in Asia," says Walter J. Hickel, the
former state governor and U.S. secretary
of interior in the Nixon administration,
who heads the committee. "Whether it's
fish, timber, or coal, it's difficult to trade
backwards" with the continental U.S., he
says.

Al best, the plan would find a market
for the gas; it would strengthen U.S.-Jap-
anese relations, reduce the U.S. trade defi-
cit with Japan and heighten the two na-
tions' joint strategic interests in the Pa-

@Utc ‘Before That . . .

Before any of that, Mr. Hickel’s group
would have to arrange billions of dollars in
private financing. Even more important, it
would have to convince the U.S. and Jap-
anese governments to support Die plan.

Thus, the timing of the announcement
in Washington today is hardly coincidental.
With Japanese Prime Minister Yasuhiro
Nakasone due to begin a visit tomorrow,
officials of both nations are looking for
Ways to reduce trade tensions.,

Mr. Hickel already has been to Japan lo
pitch the plan "and he's been wandering
around town ginning up support” in Wash-
ington. as a Slate Department official puts
it.

The advantages, Mr. Hickel's group
contends, are many. "One of the beauties
of the Hickel proposal is the much greater
market flexibility," says Joseph Chomski,
an attorney for the Hickel' committee,

' which was appointed by the governor -of

Alaska. He.notes that the Hickel plan

would bring the gas to the Kenai Penin-
msula. "Then, you can ship it to wherever
the market is. and readjust as the market
changes,” he says.

The market in the forseeable future
.most likely would be Japan. Alaska, which
would gain from its Cequity in the gas
and from taxes on the pipeline, thinks it
would fetch a better price in Asia than in
the U.S., which is glutted with natural
gas.

Moreover, Mr. Hickel says his plan is
generally more economic. He says it would
be geographic madness for Alaska to
transport gas overland to the U.S., forcing
Japan to carry out plans to import lique-
fied natural gas from Alberta, Canada.

A similar "inefficient circle” already
exists In oil. Much of Alaska's crude ail is

shipped through the Panama Canal to the
Gulf of Mexico, while Mexican oil from the
Gulf goes to Japan.

While Japan couldn’t import Alaskan
crude oil without congressional approval, It
already imports some liquefied natural gas
from southern Alaska. Japan could import
gas from Prudnoe Bay merely by gaining
the president's approval,

Mr. Hickel Is sure to tell National Secu-
rity Adviser William Clark, with whom he
was to meet today, that there are political
reasons for President Reagan lo give his
approval: Supplying Japan with gas would
make it less dependent on the Soviet Union
and the Middle East. If the Japanese
helped finance the project, their appetite

j for investing in any Soviet pipeline might
i be reduced. L

"Strategically, It’s a gTeat idea,"” says a
staff member on the National Security
Council. The Japanese are said to be inter-
ested in the proposal as a means of lessen-
ing their troublesome trade Imbalance
with the U.S. Further, in return for financ-
ing and providing a market for Alaskan
gas, Japan would hope to strengthen its :
ties to the U.S. It might, for example, seek .
access to much-coveted Aiaskan crude oil.
"Th<"<; are all sorts of possible qUId pro
QuOS that could fit into the jigsaw of U.S.-
Japanese relations/’, says a member of
Mr. Hickel's staff.

To be sure, there are other proposals.
They range from the esoteric and un-
likely-shipping liquefied gas in submarine.

ovens™



tankers beneath the polar icecap to Eu-
rope-to the more prosaic, option ol con-
. verting the gas to methanol, a liquid fuel,
which could be marketed in the U.S. as
well as, abroad.

Committed to Other Plan

m+ Moreover, the three oil companies that
* produce the gas. as well as the U.S. gov-
.emment, remain officially committed to
the Alaska Natural G as.Transportation
System, or ANGTS. pipeline to the lower
48. The ANGTS consortium includes North-
west Energy Co., the sponsor, and Atlantic
Richfield Co., Exxon Corp. and Standard
Qil Co. (Ohio).
However, the ANGTS project has been
repeatedly delayed as costs have escalated
to $43 billion from $10 billion and energy
. demand has softened. The project cur-
rently is on hold due to lack of financing.
"You’re stretching world capital mar-
kets," says one Chase Manhattan banker,
. who has little hope for the ANGTS proj-
ect.
The Hickel group says their Trans-
Alaska plan is more economically viable.
Their pipeline would run 820 miles, com-
« pared to 4,800 in the ANGTS project. In the
first stage, scheduled for completion in
' five years, the Trans-Alaska pipeline
y would carry only one billion cubic feet a
day, half the total proposed by ANGTS. Af-
ter completion, the Trans-Alaska system
would carry nearly three billion cubic feet
a day. The estimated cost is SIL.G billion
for the first phase and S25.5 billion for the
entire project.

Of course, .Mr. Hickel has yet to prove
that his project would work as he says it
would. Moreover, while U.S. officials are
clearly Interested in hearing more, there
are political obstacles that could keep Mr.
Hickel's plan . from getting off the

. ground.

Problems With Canada

Canada has been counting on using the
ANGTS pipeline, it it's ever built, for
transporting some of its'own gas. State De-
partment officials say the U.S. couldn’t
walk away from the ANGTS project with-

s out snubbing Canada, and the U.S. doesn't

Mwant to do that. Moreover, there are many

In Congress who still feel that the U.S.
shouldn’t send its energy resources abroad
if at all posiible. Since funding for two
projects is out of the question, the Hickel
prooosal would stand a better chance

» "when and if Congress believes the other

*project is really abandoned,” says one
Washington lobbyist.
Technically, congressional approval

mightn't be needed. However, financing
the” project would be difficult even with

® government support: without it, Mr. Hickel
v;-concedes, the project wouldn't stand a

\, clrnce.

While the oil companies say it is too
soon to react to the proposal, they collec-
tively have 26 trillion cubic feet of gas shut
in Prudhoe Bay. Presumably, they will
back any plan that enables them to market
the gas.

The Japanese have contracted for all
the gas they need until 1990, but they will
need more after that. Japan already is
making arrangements with Canada, Aus-
tralia and others lo satisfy that need.
Therefore. Mr, Hickel says, "the window Is
open in Japan to a long-term energy ar-
rangement with the U.S. but it won't SIny
open. If we don't sell the gas this time i*
will stay in the ground for years."

—_
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Hy Martha M. Hamilton
Wail)!n;ion Posi Suit vriier

A commission appointed by the
governor nf Alaska yesterday recom-
mended building a $25.2 billion
pipeline to transport the state’s
abundant natural gas to terminals on
its southern coast, where the gas
would be converted into liquefied
natural gas and shipped to Japan.

The report of the committee
ch.airec by former Alaska governors
Walter J. Hickel and William A.
Egan recommended the all-Alaska
pipeline as an alternative to the
Alaska Natural Gas Transportation
System (ANGST), a project de-
signed to moved the gas to Canada
and she United States.

Wo*

The $41 billion ANGST project,
which had received support from
President Jimmy Carter and from
Congress, has been stalled indefinite-
ly by an inability to arrange financ-
ing and a weaker natural gas market
in the United States than antici-
pated.

According .to the committee ap-
pointed last June hy Gov. Jay Ham-
mond, the Far East provides a far
better market for Alaska’s natural
gas than the United States. That
and lower construction costs argue in
favor of the proposnl, the report
said.

"Prospects of available Canadian
and Mexican gas ... as well as less
expensive production from, a large

->\m
*S: W« »
.‘ ‘ -
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number of shut-in U.S. wells, leads
the committee to conclude that
North Slope gas does not have a
ready market in the United Stales in,
the near term," according to the re-
port.

But John McMillian, chairman
and chief executive officer of the
Northwest Alaskan Pipeline Co., the
operating partner for ANGST, said
the proposal "does not provide any
meaningful solutions" to Alaska's
natural gas marketing problem.

The committee recommended
presidential and congressional action
to smooth the project's course if
Hammond adopts the recommenda-
tion. Otherwise, legal roadblocks
might delay it, the report said.
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Hickel'said the existing
Ian th Alaska Natural Gas
ortatign-.  System

&ANG

. S) -“died a:natural *
eath." He touted his propos-
eal as a means of correctrngf
the skewed US baance
Ea men\s w I1th
aid it aso Would s en then
strate |c ties  with sran
C*O%rhtr $47 b II- ANGTS

e illion S
tem has been stalled b Ia}oi
gf financing. Hickel sard hi
255 billion program woul
be more easrly financed,

Assumrnﬂ annual inflation
of [ percedt and 14 percent
mancrng chda %e he cost o
ose A aska 9
Irne sy tem would be 5
brIIron fthe szystem ere
com}p eted

e esti aed cost would
g&r&vrde for colnstru%tron oFt: an

mile pipeline from Pru-
dhoe Ba poerkrskr north of
Kenai, plus conditioning and
Irquefamron plants at Nikjski.

[t wou mclude tan ers
cra rf ervran ermrna
sumab apan)-e ur

to cfon ert the LNG
TUIKEL has dubbed the
project "TAGS" for Trans
Alaska Gas System.

The first of three construc-
tron phases WouId take three
years to builg, making the
System operational at & cost

of $11.6 billion jn 1988 dol-.
lars. The second and third
phases, of constructron wouId
Hrve the system capacity t

ggsndle gréater™ volumes of

John McMrIIran head of

"the Northwes A as an Pr

[ine C whrc rganized
competrn NG S prorect
said Hrckel%g an is, fault

"I do not believe it Is 1
natronalthrnterest to deargn a
roject roposes o ex-

{ 20 t EHropn ubic feet of
domestrc natural ga\s — the
nation’s largest single gas re-
serve —to a foreign country,”
McMillian said In” a prepared
statement,

"There’s one adyantage to

the IlrgANGTS) pipeling,™ Me-,

n said:’ "1t finally puts

the all-Alaska pipe’ine to
rest. By so doing, it will now
ermit’Alaska and its citizens

0 move ahead in support of

the only transportatjon syg-

tem approved by the
Congress,

Hickel said McMillian’s
tatement, was* "kind of sil-

y"It shows Whire he’s com-
|n|_9 rom Hicke|  retorted.
e must be scare

Hickel’s proposal also was
crrtrcrzed b% James Schlesrn

Secretary 0

ner y for e Carter a mrn
Istrafion when It

velop the "NGTS s 3tem

I can un erstand the im-

helped de-

patience of, Alaskans and -I:
share,that impatience my-
seIf Schlesrn?er said, "But

a\ [practrca matt]er -the-
overa d pipe| ing is the _only -
show in,town.

Schlesinger. questioned the -
ecopomic assumptions that
enable Hickel t oApredrct that
his proposal could cut the;
final costs of natural gas by
more than haIf Hesar Hick-

il ol s

also sar abandonmen of the
overland %t/stem would vro
late aogree ents between th e
United States and Canada. .

"If we want to have rau -Iél
v-Hv

cous relations with Cana
proceedrnp own Hrckels)
oufe would. pe a fe tain way
to do it," sajd Sch esrn?er He
predicted forejgn refations
committees . in Congress
would resrst moves to
don t TS system, on
hrch U S.and Canadian offi-
crals have worked for years.
"We're still committed to
the ANGTS progect< said Pa-
chr(a Lortie, a esman for
anadian embassy.

Major Alaska oil producers
wer pnenthusrastrc about
Hic rogosal Exxon
Corp., a producer and an
investor in ANGTS released
a ?tatement sa g Ex ton
st [and route

hroughloéantgg



by Retty Mills falrs also is Waltlng for the administ ratlon pOSItIOn ble to protect our maritime industry by providing .
Times Washington Bureau efore convenlngr eannl% for carrjage In U.S. tankers, Theye arc strategic, i
Washington — Alaska Sens. Ted Stevens and another front, the U.S- Japartese enfe rh/ economic “and nfernational trade reasons that
Frank Murkowski have asked the Reagan admin- wor |n ErouP has delayed ifs first meeting, fro Incrit your consideration before making a commit-

Istration to supéaort lifting the ban on the export of  next wée | early April. Thegroupwas ormed  ment dn the issue,

Alaskan oil, ana have ap ealed to their Capitol Hdl  following thlswmters mee ing between President In their letter to Commerce Secretary Malcolm

colleagues to keep an openmlndon the issue. Rea?an and Japanese Prime Minjster Nakasone. It-|BaIdr|dg the senators said conditions have

The admlnlstratlon IS reviewing.the | |ssue and is Il focus on the 1ssue of Alaska oil andPas exports. . change dramatlca smce he ban on Alaska ol
ex ecte to make a recommendation to Congress  Gov. Hill Sheffield has asked that an Alaskan be al- 1" exp orts Was strenﬁthene in 1 ®

The Export Administration Act, which  |owed to sit in_on tlic April meeling" here, and a '$-. "Ghanging world il supply and demand dynam-

barst ¢ sale ofAIaskan oil overseas without prior  later session in Tokyo. mw ics, OPE srecentserles ofmeetln sand deC|s|on

Congressmnal approval, is up for renewal in Sep- Meanwhlle Stevens %nd Murkowski sentAIetterI 10lower crud eownces and th enewy Iscovered
n

tempber to other members of the Senate Tuesday, urglnq <. Tind In the Santa ana nasin ofs?uthe California
Previous attempts to lift the ban on Alaski oil hem to keep an open m|nd on the Alaska export  necessitate n complete review of the crude oil ex-
exports have fajled. Anew b|II to continue tIu< ban  issy port issue, StevensandMurkowsklwrote
has, been introduced b tewart McK nncy, It IS our hOP vou will take the time to review Murkowski said it s |m 0 be |n the lep thg
R-Conn,, wit nearTyl C0- gponsors Hut (heJapa the attached P aper,. Weure ou to remain  process, of removing federa reftrl |0n and
nese governmeni is mounting a well-heeled lopby- e mncommitlccl until suff|C|ent information Is nvalla-  paring for the future’export of A skan0|
effort_to defea the Mc?(mney hill and aIIow b’< for a reasoned decmon by he Congress [ the "Under the existing Export Administrati |on Act,
A? skan oil exports se torssad . . any oil expart face’ an uphill battle for approval In
Altﬁou h the lobbying has |>cgun n earnest no ¢ senators sald We nre not prepared at till Condress Mﬂrkowskl aig. m, -
ﬁongressmna heann Eha\/e heen d. The tlme oendors%anxaﬁemflc ro osal until.we have Stevens said, "Any final proposal onélewAexr%d/rlt,
0y

e Fore|gn Aftfy s Committee ad pTanned 0 oroug

sis of the econ?mlc ImPact ofAIaska 0|I to Ja an WI|| have to mclu
g on die. issue thls month, but post- nnd ffeCS of removl

neari Hart or nit of the restric: \, sjon that %g s can ca the
” onedl It until the White House makes its re om-  tiops. owever we wo |0 advocate lifting the re- - Prince W| Ia oun ea It Isa arent that ,
' men ations. V stnctlons if a\ssured that national fecurlty mari- suPstantlaI reyisiops | fapan se ex ort p0||C|es

_ Murkowski, whoheads he Senate Foreign Rela-  time, pnd 8 dustry concerns. linve ‘oedn’ Ad- & a e to take Bace ore t eexp rt of aska
= tions Subcommittee on East Asian and Pagmc At- equately ad ressed F rmstance itmay be dcstra/ will be acceptable to Congress.” .
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=i |'up
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Tme*wuhlngloo Bure*u ' ?rlate now in view of the cJtrage
Washlngkon — Rep. Thorf|as4 hat. natura) gas consumers
Corcoran has renewed his across the country are expres
effor og ace a December 1953 «ing a out the incr asmagprlceo
deadline on Northwest Alaskan . natural gas," Corcoran ad
Pipeline, Co. as it attempts to .= The resolytion also reaffirms
a|n nvate fmanuhg for it Fhe mtentdof Cotngtress ?Hgt trhg
laska gas ling projec administration
orc%ran hg introdyced a fede(‘h meanmaf assistance will
resolution that dled In t he Iastl be forthcomln?fortheprOJect
Cong ress establish |n% Sponsors of the pro ect. es-
ear time [imit on the ga I|ne timated to cost up billion,
alver package. That package, st|II are seeking fmanmal corn-
epacted I December 1951 In- mﬂmenh from investment
eluded several provisions sought flrms Their failure to come up
by Northwest to expedite private |/ with, a package has stalled the
flnancm% of the project. Among comalletlon daté for the project

the most controverswl provj- 0 years,
sions ? the Walver Rucka e s The Corcoran resolution has

one al owmﬁ %Wer consum-  18co- sgonsors In the 435-member

ers to be billed before gas starts House nd has been referred to

to flow t hroug he line. the House E nergy and Com
In a statement submitted for merce Committeg’and the House

the Congressional. Record last Interior Committee. There IS ng
week, Corﬁoran said, "1 strongclx companion measure in the Sen*

opposed those walvers, wh ate,
hgg been recommended by the The resolution i |s not expected

administration . . . Among the to pass, according to Capitol Hill
waivers granted' was one” that flources familiarwith the pipe-

would allow he pipeline consor-  line issue
tium totpre b|I natural as rate- Rick Agnew an aide to Rep,
payers for natural gas they may Don You -Alaska,  sald

never receive an may never Thursday that Congress reaf-
need. . flrmfd |ts support for the Alaska
“Mos objaectlonablf %he P]rlce gas line rogect by adopting the
of the Alask 0z would be inthe ~ Waiver package

range of $18 pe housand CUbIC “I'don’t think there is an%/ sub-
feef. | viewe such a sch emg stantlve sué)port to negate that
anti-consumer in 1981, an Agnew sal

would seem ever more mappro

B-2 The Anchorage Times, Friday, March 18,1983



What others saynz— o

Oil to Japan: ‘a lot to recommend it’

From Business Week

_ i T
- i

UNDER EXISTING law, Alaskan oil cannothe: Japan as a way of cutting our trade deficit is that it

exported, but the Reagan administration wants /

ould easily

mask_the “underlying cause, of our 7

Congress to drop this restriction so_that it can use .v trade difficulties with that country — its continued

the oil in its trade negotiations with JaPan. One'
idea under consideration is to offer to sell Alaskan

oil to Japan and replace it in the U.S. market with

oil from Mexico. This maneuver, if carried out suc-

cessfully, would make a healthy $4 billion to ss bil-

lion derit in the U.S. trade deficit with Jaﬁan and,

af the same time, give our southern neighbor for-
e|gt§1 exchangne, earnings with which torepay its’
debtstoU.S. an_ks./;-.#l:m o.of @

[t is an ingenious scheme but one that raises a
number of critical_ problems. On balance, if the Ad-
ministration and Congress can remedy those prob-
lems, the plan is worth a try. .

THE MAJOR OBJECTION to selling oil to

What others sav

"asked
.companies trying to sell there, and

foot-dragging on aIIowmgrU.S.lJJroducers access fo

its domestic markets. The U.S, has repeatedlsy'

Japan toremove barriers that haanlcap l#] .

apan has

promised repeatedly that it will do so. BBt so far
results are scanty, L

Any undertaking to sell. Alaskan oil to Japan

should be made conditional on that country’s

agreement to cany out specific moves to cpen up
ItS markets. e w | o

IN SHORT, the Alaskan oil-sale p'an will re-
quire careful structuring to protect other U.S. in-
terests. But if that can be done, the proposal has a

lot to recommend it. @

<

1ts time to allow ol shipments to Japan

From The Ketchikan Dailv News

IT SEEMS Alaska has some frignds in Seattle,
at least on the editorial pa_?e staff of the Seattle
Times. A recent Times editor.al urged an end to
the ban on exportmg Alaskan oil and natural gas to
Japan, and we hearfily concur, ,

The Times quoted & recent Heritage Foundation
report that listed the benefits of shipping some_ of
our en,ergx resources to Japan instead of artifi-
cially limifing our markets.

THOSE BENEFITS include: | _
. — A SL5 billion cut in the nation’s budget defi-

Cit: _

— Improved balance of trade with Japan and
other Far Eastern nations; , o

— Eliminate. the need to build the $2 billion
Northern Tier pipeline; o

— Increase Alaskan revenues, which hi ve been

declining as OPEC oil prices drop; , _
Hélp break down other trade barriers with
Japan and further open the country to U.S. Pro-.,
I%lu%ts, \{vh_llle aiding a close ally now"dependent on '
ideast oil;

_THE STUDY ALSO POINTS out that Shlppln%
Qil and gus UjJapan poses “no threat whatsoeverl
to American security. ,

Alaska is already a major exporter.to Japan,
where markets for our fish and’ timber already
exist. It's sad that trade barriers keep Alaska from
further developing the relationship we have with
one of the mostProductl_ve countries in the world.

We appreciate the Times’ support in_ending the
export ban, and we iiope Washington State's con-
9ressmna| delegation "'tens to the Times' sugges-*
lon. The benefits are widespread.

Friday, March 18 1983 The Anchorage Times
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-disastrous’

0as prices

" Associated Press '

Washrngton —The head of he.
Federal; Energry Regulator
-Commrssron wdrned- Satur a
that unless Congress acts %urc k|

toso naturaI?asprrcrn rop-
ﬁms there “wilfbe a gisaster in',
the gas -market™ for both con-

sumersand roducers ? |
ules governing natur
rrcesmus(tl% change ana ﬁ
Imrrst be ¢ anged oon,
chairman C.M. Bujerlll told the
Senate Energy.and Natural Re-
sources Committee.- The com-
mission oversees he gas prrcrng

VS aneLt'nrs ed, four'days
of hearrngs on Presigent Reg
?an ‘s'plan”to remove all controIs
rom natural %lasb y-1986, a plan
Rear{;an says Will cut prices and
end the complaints ofconsumers
who have been hrtb price hikes
Ot;azrtO percent to 50 percent a
y But Reagan’s plan face . stiff
%Jgosrtron I Congress, where
re than 2o bills Navu heen in-

See Natural, page A-10
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Continued from page A-I
troduced rangrng from _partial
decontrol 't rermposrtron of
prrcesalreadri ifted
aw, enacted at a
trmeofgas shorta %es [1fts price
controls onJan 1,1985, from off-.
shore as and “new’ gasdrscov
tered ) erfAtrrI 1977. Butr re-:
aing-indefini rice. ceilings,
on “old” ?ot/r H hefore thegn

and inclu es complex_mechanV
-isms'(hat: mﬂndates 28 prrcrng

proce ures.
The Rea an plan would allow
all pipelines and producers to re-
ne o late , their exritrn Hqg
telr contraﬁtst Ba(c}| er i
an ar at producers cou
?hen e% her Frrce fcrod as
whrIe ?r pefines coud get lower',
priges Tor new gas,
"The most trgent problem is
that natural gas prrces"are now .
on, averaﬂe 100 rp Butler
said. "Cofisumers are being
urre io pay rrcesthatserve no
ra lona econ MIC purpose; pro-
ducers wrt new supphes are
F]ndrn rmpossrble to market
their gas,’

With the prices fixed by the
Iaw rather than changing”with
the natural fluctyations in the
marketplace, Butler said, con-
gressronal action 1s needed or
onsumers will turn to less costly
Hes ener% Producers

0se customers and may go
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prices

banTkrup t, he said.' ut wit
he current gas glut, wi

prices art rfrcrail ?tr hg and the
oil glut, rts ecreasrn?
ﬁrrces WI|| mean a switch to 0]
e predicted, “and the result wil I
bea drsasterrn hegasmarket

oorts ﬂanspro
osaI and Bu ler sard "will re-
egtrrces ecalse * lorrce of
gasf llows the rrceo 0l
oward'/Metzen-
baum EM[)hro sald. FERC has
“totally 1 down the consumers
of thrs countrX rts ecrsrons
on ener tters and said
looked as ance" at: Butlers

redrctror] of price decreases.

Several consumer groups to
the committee that prices would
rncr%ase under decontrol *
National. Association, of
Reg uIaor Utilit Commrssron
ers sar (onsum rs.n ed to be'
protected urrntf periods of over-
lHand ocal producers need
ave more optrons In selling

err roduct.

Today S revarIran; prices for
natural gas continue 1o Increase
even as demand 1s dropping and
0as supplres are growing more
abupdant,” %d Laura Murrell,
chairman of the Kentucky Public
Service Commission, speaking
for the commissioners’group.

Demand -sensitive prrcr[r of
natural gas remains large
unrealized dream," she sdid.

Quick solution to gas pricing urged

By TIM AHERN
The Associated PI€SS

WASHINGTON - The head of the Federal
Enerfqny Regula ory Commission Warned Satur-

Y less Con ress acts guickly to solve
natural gas rrcrng roblems, there “will be
drsastgr n 9 arket” for both consum
ers an Ucers

"Rules overnrng natural gas prices must
e cha %e and théy must be changed 5001,
ERC hairman CM. Butler told_the
enate Energy and NauraI Resources Com
prctrng yThe commission oversees the gas
The panel frnrshed four days of hearings on
President Rea ans lan to remove all controls
from natura 1986, a Reagan says
will cut prrcs and end tne complarnts of

S3 T

consumers who have been hit by price hikes of'

40 percent to 50 percent a year,
ut Reagan's plan faces'stiff opposition in

Anchorage Daily News

Congress, where more than 20 bjlls have been
introduced, rangrng from partial decontrol to

rel osrtron rices alread Irfte
mhpe if Pavr? enacted ay Fme cf E§1Sas

shortages ifts price contros nn Jan 1.1
from 0 s ore 97as and drscovered
after A rt retarns indefinitely

price. cerIrngs on "oId gas found before then
and rncIudes complex ntechanisms that man-
dates 28 pricing procedures,

"The most Urgent problem is that natura
as prices are now on average too high"
utler said. "Consumers are being required fo

pay prices that serve no rational economic
Pur 0S€; Producer? with new suPpIres are
in rn% h mpossible to market thel

With the prices fixed by the la*w rather than

changrnq with_the natyrdl quctuatrons In the
marketplace, Butler said, congressronal action
is needed or consumers will tUrn to less costly
sources of energy.
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Major oil firms stanco
to gain from decontrol

By MILTON R. BENJAMIN

Tf¥e Washington Post anaIySIS_
WASHINGTON —, Presi-

dent Reagan’s proposal for mExxon/* Texacd" 6Grnf a

removing federal: controls, (;Shefi".z~jconbrol/m 0fkj.th"v fI$I|I" =~S~i-~"
from the"price of natural gas ; percent-oTitsanil”~stand”.t0”ain

would free “old g whrch =T heses * roducers now' are>|
accounted for a %r selling ol gas 5.to the 20 |arg v
.cent of -gas est .intersta prpe |nes at nV
‘major Int erstate prpelrnes last -average"of abbut'"$i.38 il:
edr, from all controls as of 1,000 “cubic feet accosdin >to

an, 1, 1986, m the Tatest government figures.-
-Ir--The top 20 roducers--of
Jspeh gas " — Vie by Mobrl See Back Page, MAKR-
*i/l"str " e 5Vt TSI ittt \ ‘ -

—~zmnn:n=-_"

/lajor olil firms stand to gain from decontrol of gas prfcr

Continued from Page A-1 market- cIearrng price where -Wrnners and losers under the
most gas sales would take ad mrnrs]tratron proposal, con-
The rationale for the gov- . Iace |f n% controls exrsted ceded roducers’ of low-
mment controls hat fiold .mrEtg now e as low as$ cost gas are optrmrstrc that
Sown the price of “old %as ut the Enerdy De art- they -are going'to get some-
rom'wells that were produc- ment prorects the aver-  thing better.’
?before 1977 is that whem acr;e prrfe f as under |ts Hodel sard producers of
Inlling and exploration ccs's proposa |§e from high-cost supplies, on the ofh-
4ve been recovered, the cost resent 60 n 1 er” hand, “are very fearful
if continuing  production-is  When the econtro process that therrprrcesmay be driv-
would begin, Thus, the price rh
“Man of these wells Were of old ga$ after Jan. 1, 1986, Bu the highest cost gas —
*1oug t in Years ago could hé expected to approach  which comprises only about 5
'ere ” easy find ecause the $3 level, percent of all domestically
hey were in or near known Moreover producers of old p?duced gas angd has been
as-producing geological for- ﬁnas would be able to demand ~ Selling at ‘more than $7
matlons, They dre shallow: so fhis hrgher price immediately 1000 . cubic feet — s the
hey didn’t “cost much,” a — even though some are  aomain of reIatrveI smal
overnment analyst said. locked into 10ng- term con com anres accord m% ry
ato

Themar inal cost of produc- tracts that run Into t ahte Federal Energy Reg

ng rom some of these 1980s and 1 905—because Commission o |c|a

AeIIs rsonlg pennies. administration bill would Thousands of mdepehdent
u {1l |ft|ncg controls permit them to break every  com anres also rovr eama-

lould enaple ompanies contract on Jan, 1 1985, jOfI'[E)/ te remaining new

oat own this oId .gas, to dou- "On Jan, 1, 1985, there will 8as which may or maﬁ nor
e the average prrce for it. In be a massive price shock. as rop somewhat in prrce nger

ome cases Im whic tely are roaucers secure nigh  decontrol. While ‘the ma{ror

elling old gas for as little a rrce for their o gas or companies also own a co

9 cents per 1,000 cubic feet exercrse thelr new% rante derable amount of this new
mey may be ‘able to boost market power fo rrn the as, inqustr anal?qsts say
melr Prrces by 700 or 800 natural gas market to Its err stakes dre not nearly as
ercen knees," said Rush Moody Jr.,  high as in old gas.

New gas. is selling to inter- a member of the Federal Pow- '01d gas is overwhelming-
%ate grpelrnes at an averag er Commrssron from 1971 to |y skewed to the majors,” the

1,000 cubic feft, 1975, commission official said.

ccordrn 0 the Iatef dovem Energy Secretary Donald These top 20 pro ucers of
ent fi ures Analysts say P. Hodel, asked at a news  old gas, according to a study
ey beIreve that the present conference identify the  performed by the Consumer
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the administration
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perrod 1983 90."

t d f(rjetfederatror(r)
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ent schedule of the new
ministration proposal, o
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expecte roduce a
brﬁron Wrndfaﬁ
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tres Service, Unjon, Supc
Sun, El Paso, Conoco, 1
201l Marathon and Coluu
? ord rn% to the const

ederatio
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hea disaster in the gas market.
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prediction ofprrce decreases.
Several consumer roups told
the committee that prices would
mcre]aseunderdecontrol
atronaI Assoclation, of
Regulat orLy Utilit Commrssron-
ers’ sald (pnsum s, (e to be
protected urrno erro s of over-
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Seq Natural, page A-10 1market ?ce Butler said, con-

action 15 neede
onsumers will turn to less costly
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will lose customers and may go

even as eman IS dropping and
gas supplies are growing more
bundant,” said Laura Murrell,
chairman of the Kentucky Public
service Commission, speakrng
d or forthe commissianers’group.
Demand sensifive prrcrn
natura cFS remains, largel
unrealized dream,” she said.

Quick solution to gas pricing urged

By TIM AHERN
The Associated Press

WASHINGTON - The head of the Federal
Energy Reﬁulatory Commrssron \, arned Satur

Y at ufiless Congress acts quick ly to solve
na ural gas rrcrng ﬁroblems inpre "will be a
|saster |nt |9 arket" for'bot, .nsum-
ers and producers

“Rules overnrng natural g- orices musy
be change néy must be cbcrnge soon,
FERC chairman CM. Butler [II7 told the

Senate Energy and . Natural Resources Com-
mttee, Thtg commission oversees the gas
el

pricing system. _
The pan fnrshed four daYT]s of hearrn 5 QN
agan's o remove_ all controls

President RT
from natural gas b a p an Reagan says
complaints

will cut pricés ard end the

48nsumers who have been h' tby prrce nikes ot'

ercent to 50 percent a year.
ut Reagan’s plan faces'stiff opposition in
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Congress, where more than 20 hills have been
infroduced, ranging from partral decontrol to
rermposrtron pf prices aIready | ted
197§ law, enacted dt a time of ggas
?hor fes lifts price 5ontrols rm Jan 11
rom 0ffsh ore 9as ang "'new drscoverri
after April 197/ But it retarns mdefrnrtey
prr e cerlmgs on n%;as found be ore*then
includés comp ex echanisms that man
dates 28 pricing proce ures.
"The most Urgent problem is that natural
as_prices are now on average too high "
utler said. Consumers are bemg required fo
¥ prices tat serve no rational economic
u ose pro uceri with new supplres are
H it Impossible 'o market thel
W the prices fixed by the lalv rather than
changrng with_the natural fluctuations in the
marketpiace. Butler said, congressronal action
is needed or consumers will turn to less costly
sources of energy.
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MUCH DOUBT ha been
cast on any eventualify that
Northwest " Alasken Pipeline
Co. will build a gas Plpelme
from Prudhoe- Bay through
Canada to the Midwest..,

There have been years of
delay in the $43-billion project
because Northwest has ‘had
groblems flndlng financial
ackers Some of the sponsors
are in the f)rocess of protect-
ing themselves by esta Ilsh_lnq
reserves in casé the projec
falls through. ,

The company said last Oc-
tober construction is less and
less likely all the time because
the Federal Energy Regula-
tory Commission “would™ not
allow it a sufficient rate of re-
turn. At best, the Canadian
route could be considered to
be on the back burner.

AN ALTERNATIVE ail-
Alaska route from the North
Slope to tidewater has some
popular support, particularly
now that the Canadian route is

doubtful. A move in the legis-

lature to endorse of the Alaska

line, however, has met opposi-
tion from a firm of consult-

ants. They said the state
should keep its oPtlons open.
The consultants,  Booz,

Allen & Hamilton, were com-

missioned by former Gov. JaY

Hammond, "whose anti-devel-

opment _philosophy is well
known. They concluded that
both proposaleare on shaky
ground and .ace huge ohsm-
cles and *'e chances are slim
that eith *rcould ever be bulit.

BacKers of the Canadian

route lack money. The Alaska
route lacks federal authoriza-
tion. And the current soft mar-
ket for par ic a deterrent to

A" TASK FORCE co-
chaired by two other former
governors, Walter J. hickel
and William A. E(\;an, has pro-
posed the Alaska transmission
sysfem and it makes a lot of
sense from the Alaska view-
point. The gas_ would be
moved Dby  pipeline to the
Kenal Peninsula, where it
would be liquefied and shipped
by tanker to Japan, other Pa-
cific rim countries or markets
on the west coaut of the U.S. .

The chaIIenge to those who
back the Alaska system Is to
get authorization from the fed-
eral ~government. Former
President Carter chose the
Canadian route several years
ago and Congress ratified it.

at ratification had no termi-
nation date, so Northwest has
the federal blessing until the
president and Congress with-
draw it or the” company
throws in the towel.

A ‘legislative endorsement
of the “all-Alaska gas line,
which would follow the trans-
Alaska oil pipeline route much
of the way, would be helpful as
a starting point inany drive to
get congressional approval,
~ Since the Canadian project
s viewed by many as dead,
the only decision “facing the
state  would aPpear to e
whether or_not to promote an
all-Alaska line.
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esource Development Councll

for Alaska, Inc.

444 West Tth Avenue. Anchorage. Alaska 99501
Box 100516. Anchorage. Alaska 99510 — 907/278-9615

April 15, 1985

Representative Mae Tischer
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representative Tischer:

The Resource Development Council advocates the removal
of all unnecessary constraints on the wise and
judicious development of Alaska®"s resources. It was,
therefore, with great interest that we reviewed House
Joint Resolution No. 40 which you have co-sponsored.

We believe that if Alaska is to have the economic
growth and prosperity it needs, all impediments to the
development of our resources must he evaluted and all
that are unnecessary removed.

The existing price controls on natural gas do much to
discourage the development and full use of Alaska“®s
enormous natural gas reserves. Controls discourage the
conduct of free enterprise and create artificial price
structures which could eventually help 1insure a natural
gas shortage for the nation. Decontrol of natural gas
prices would help create a climate that encourages
greater development and use of the reserves and provide
long-term benefits to all users.

Your resolution appears to be supportive of our
position and, to the extent that it embraces our
concepts, we wholeheartedly.endorse the resolution.

Sincerely,

RESOURCE DEVELOPMENT COUNCIL
for Alaska, Inc.

encl.



EAON COMPANY USA

=0"JCH 6631 « ANCHORAGE. ALASKA 99502

PRODUCTION DEPARTMENT
Alaska operations

March 17, 1983

Representative Mae Tischer
Alaska State Capitol

Pouch V

Juneau, Alaska 99811

Dear Representative TTscher:

Last, year a move, by a.number of consumer and supplier groups was
begun to dere”jlate natural gas, the only primary U.S. energy source still
under federal price controls. Unfortunately, the 97th Congress failed to
address the issue. However, recently President Reagan proposed compre-
hensive natural gas legislation to the Congress that would achieve a free
market at the wellhead by 1986. Congressional hearings are now being held
on this important bill. o

Exxon supports the decontrol of natural gas at the earliest possible
date and believes that the best way to accomplish this is through a compre-
hensive, phased-in approach, such as that proposed by President Reagan.
We do, however, believe that some modification of his proposal is needed to
limit the definition of the so-called "gas cap" price, and to make more
flexible the Ilimitations on interstate pipelines' ability to "pess-through" gas
cost increases. We believe that these would encourage the negotiation and
renegotiation of contracts between producers and pipelines, which is one
important element of the decontrol process.

Despite the claims by some in Washington, D.C., decontrol of natural
gas will not doom the Alaska Natural Gas Transportation System. The truth
is, decontrol will have no impact on the current planning for the ANGTS
pipeline or the prospects for its completion. In fact, the move toward
decontrol can be of benefit to the State of Alaska. The recent report by
Booz, Allen and Hamilton to the State on alternatives for natural gas trans-
portation and use details five independent studies of the nation’'s supply
and demand situation for this fuel betwep.i now and the year 2000. All five
studies show that, beginning in the 1990's, the Lower 48 demand for
natural gas will outstrip Lower 48 supp/ies. The balance must be made up
from Alaskan natural gas, imported liquified natural gas or other gas
supplements. The anticipated shortfall in Lower 48 natural gas supplies is
estimated to be approximately three times the amount of gas available from
Prudhoe Bay. With decontrol, the value of Alaska's natural gas will be
determined by the marketplace, not by artificial conditions imposed by
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government control. V/e believe that the State of Alaska, its citizens, and
those of us producing gas in the state will, in the long term, benefit from
allowing market forces to prevail.

| hope that you agree with us on the benefits of natural gas decontrol
and the need for some refinement of the President's proposal. If you do, |
would urge you to let Frank Murkowski (who is on the Senate Energy
Committee), Ted Stevens, and Don Young know of your support while the

Congress is actively considering decontrol. You may find occasion to talk
with them in person while they are home for the Easter recess, March 25
thru April 5. In any event, your contacts will be most effective if made

during the next two or three weeks.

Thank you for your interest. For your information, | am enclosing a
copy of a recent paper on the benefits of deregulation, published by the
Natural Gas Consumers Information Center, an independent gas users
coalition. | hope you'll take time to look it over. If | can provide any
further information on this important issue, please let me know.

Sincerely,

R. H. Weaver
Alaska Operations Manager

RHW/dag
Enclosure
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April 19, 1983

The Honorable Mae Tischer
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Mae:

Thank you for providing me with a copy of your resolution
urging the decontrol of natural gas prices. I favor the elimina—
tion of price controls.

r

As you may know, the wellhead price of natural gas 1is regu—
lated by a complex, 28-tier pricing system under which gas prices
may vary as much as 3500%. -This pricing system, established
under the Natural Gas Policy Act of 1978, 1is so rigid that it
will not allow gas prices to respond to market forces. Thus,
despite the fact that we have a surplus of gas deliverability,
prices are going up. I be “ieve, therefore, we must move toward
the free market in such a way as to allow gas prices to moderate
in response to current decreasing demand and surplus of
deliverability.

The President has proposed a plan designed to move us to the
free market over a period of 2-3 years while providing tie con—
sumer some protection from increasing gas prices. Thi~ plan, if
enacted by Congress, would effectively remove all Federal con—
trols on the wellhead price of natural gas by January 1, 1986.
The President®s plan would attempt to provide consumer protection
through a "price cap™ and a limitation on ;the costs a pipeline

may pass on to its consumers during the 1interim period prior to
complete decontrol.

Although 1 feel the President®™s approach 1is an innovative
one, it contains several elements that trouble me greatly. For
instance, the President®s plan would allow either party to a gas
purchase contract to terminate that contract on January 1, 1985.
For 1instance, 1if a large electrical utility has secured a long
term, low price gas purchase contract and accordingly makes an
investment decision to build a powerplant on or near the natural
gas field from which the gas 1is bought, it is conceivable that
the producers who sell the gas to the utility could refuse to
honor the contract on January 1, 1985. The utility, 1in need of
the gas from the field at which it has built its powerplant,

would be in a position of having to pay whatever the producers
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felt the utility could bear. That cost, of course, would be
passed on to consumers.

In the lower 48, this situation would be minimized by provi—
sions in the President®s bill which would allow the utility to
buy gas elsewhere and arrange to have that gas brought to it
through the existing interstate gas pipeline system in the lower
48. However, because Alaska 1is not interconnected with the Ilower
48 pipeline network, the ability of the utility to "shop around”
for alternative gas 1is severely limited.

The exampl®™ 1 have outlined exists in Alaska, where Chugach
Electric built, powerplant on the Beluga gas field. Chugach-®s
decision to build that powerplant was a sound investment decision
based on a long term, low price contract. I do not believe we
can "change the rules 1in the middle of the game"™ and ask Alaskan
consumers to bear the potentially severe costs as the result of

this legislation. Therefore, 1 will be proposing some changes to
the President®-s- bill during 1its consideration by the Energy Com—
mittee.

In general, 1 support decontrol. Continued price controls

will only serve to create shortages 1in a rising market and dis—
torted prices in a falling market. Where the free market can

work, we must allow it to work. However, there must be provi—
sions made for special situations such as the one 1 have outlined
earlier, and | will continue to work With the President and the

other members of the Energy Committee to address these issues in
the context of the larger need to bring rationality and respon—
siveness to the nation®"s natural gas market.
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May 2, 1983

The Honorable Mae Tischer
House of Representatives

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Mae:

Thanks for sending me a copy of your letter to
P. H. Weaver of Exxon concerning natural gas decontrol.

One aspect of natural gas decontrol you are probably
aware of 1is that the market-out provisions in the Admin—
istration®s bill, Section 303 of S. 615, could result in
significantly higher gas prices for states w:.th no inter—
state pipelines, like Alaska. Senator Murkowski and 1 are
working to protect Alaska from that aspect of the market-out
provisions of S. 615.

Again, thanks for sending me a copy of your resolution.
I, too, support the over-all objectives of the Adminis—
tration®s natural gas proposals.

With best wishes,



John Lichtblau advises:

Let’s decontrol
al I natu ral gaS In everyone's best interest, we should

‘hange the Natural GasPolicy Act so as to decontiol the wellhead price of gas

VOU MAYNOT BE AWAREOF IT (59 percent
if Americans are not, a polling firm re-
runs), but the prioe of natural gas is con-
mllcd by federal law. In fact, it Is the only
rorrunodity still subject to price regulation
n Eeacetlme America, _
urthermore, natural gas prices have
oeen regulated for a long time. The.Nat-

jral Gas Act of 1938 said that companies '

transportin? gas across state lines or selling’
gas for resale in interstate commerce were
utilities and their rates would be fixed like
those of the light company -and the water
works.

In 1954, the U.S. Supreme Court’s la-
mentable “Phillips Decision" extended
rrice controls all the way to the wellhead
for'natural gas sold for resale in interstate
commerce, even though gas producers
could scarcely be compared to utilities.
[Gas sold by producers for consumption
within the state of its origin remained free
of controls.) In pricing natural gas, federal
requlators set rates so low that gas pro-

Aycers™eventually were discouraged from
looking for more. By the mid-1970s rates
of production were declining, reserves were
plummeting, and gas shortages were lie-
ginning to occur in states having no tn-
trastate supply. Brownouts occurred. Gas-
fueled factories shut down. Utilities were
forbidden to hook up new customers.
~ Clearly, somethlr]g had to be done. So,
i1978, Congress did something. It passed”
the Natural Gas Policy Act. The intent of
NGPA was to decontrol new natural gas
in time, but to protea consumers from a
sudden leap in prices by doing it gradualh{.'
For the present, however, price controls
were extended to the wellhead for all gas.
and more than two-dozen categories were
set up wherein some gas would be treated
differently according to certain standards.
“Old" gas (found before the passage of
NGPA) would be regulated until gone,
Most "new" gas (found after pqssa%e of
NGPAJ would be deregulated in 1985,
New “deep” gas ‘found below 15,000 feet)
would be deregulated earlier and allowed
to seek its grlce on the free market begin -
ning in 1979. _

After four years of the NGPA, it has
become quite clear that Unde Sam has
once again used his economic shotgun to

whoot himself in the foot. .Tfie search for
shallow deposits of gas that might yield a
. less expensive produa has been discour-
aged by price controls. On the other hand,
die search for gas in deep horizons has
been encouraged because it can be sold on
ihe open market, even though it is a high-
cost source.” Price distortions abound; for
customers in some regions, prices are woe-
fully high, while in ether regions, cus-
tomers enjoy low prices. And while gas
supplies are currently_amf)le_, many ana-
Itysts SeC a shortage ditvelcping within a
ew years, even thougli the potential for
finding more gas is go,cd.
With a sense of deja VU, energK econ-
omist John Lichtblau observes that the
government’s efforts to “protea” con-
sumers bﬁ controlling prices might serve
as a textoook example of the economic
truism that “new legislation passed to cor-
t rea economic distortions caused by old leg-
islation will, in turn, create new distor-
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We havegassellingfor as littleas 50 centsper
thousand cubicfeet (mcf) in somefieldsandfor

vtions.” Such is the case. Seeking to help
consumers, Congress has hurt them in a
different way. _ .

*flt"is~dear bry~now,n Lichtblau advises,
“uTtiie*NG?A'is"not acWeying ic m-
"tended goal. We should change:it to pmmT'
phased decontrol of all natural gas over the’
next few.'years. And. the sooner,we make
the change* the bettcr.”

As president of the New York-based
Petroleum Industry Research Foundation,
Inc. (PIRINC), Lichtblau heads one of the
nation’smost influential independent study
groups. Specializing in research and ob-
Jective analysis of energy-related issues,
PIRINC publishes studiesona wide range
of subjects. Lichtblau’s mteFrlty and meth-
ods have earned him a level of respea that
places him among the tEF experts in the
world in his specialty. His views widel

squHht and his opinions much quoted,
Lichtblau argues forcefully that price con-
trols make no economic sense. In a recent
interview, he explained why:

exxon USA: IS the natural gas market
irilrouble?

LICHTBLAU :_There are problems, but they
are not as visible to the public as they were
in past years because we dont have a
shortage of gasjust now. Demand has de-
clined, and producers presentIP/ arc able
to meet demands. We’ll probably consume
between 19 and 2o trillion cubic feet of eas
in 1982 compared to 22 trillion cubic feet
in 1973. Why has demand fallen? Partly
because of the increase in cost, which has
caused consumers to use less, and partly
because of the current business recession.
The first has caused some consumers to
switch to other fjels while others have sim-

asmuch as SQper mcfin otherfields.

ply-app!?:d conservation measures so as to
require less fuel. But the surplus is only
temporary. One reasjn is the expected
economic recovery. Another is that for
years we have taken out of the ground sub-
stantially more natural gas than we have
found. Even in 1981 when total usable gas
reserves rose for the first time in 13 years,
discoveries of new gas again fell short of
Froductlon. But aTw"iminediate_pro!>:
em is the tremendous price distortions the
NGPA has caused. We have gas selling
Jar aslitdeasdiO amts perjhousand cubic
feet (mcf) in some fields and for as much
asS9 per mef in qther fields.JSomc regions
get more ofJthcjowcer priced gas ihan oth-

Joromen

As president ol me Petroleum Indust'y Research
Poundaiion, John Llchiblau is o ten asked to ana-
lyze and explain ihe economic aspects ol petroleum
supply and demand

/as. You can imagine how this distorts'

Arempctttron Daween”industnal consumers
Mocated in different regions. This is adirect
Aresult of 'ncNGPA..

ExxoN USA: Wasn 1the NGPA supposed
lo take care of such problems by gradual
decontrol? _

Lichtbl.aU: That may have been the in-
tent. But actually, under NGPA, most of
the "old” gas, which currently accounts for
most of produaion, will never be decon-
trolled. Its share will of course decline, and
eventually it will disappear. But by 1990
it may still account for about 20 percent
of total domestic gas supplies. Thus, for
die next 9 to 10years, the U. S. gas market
will remain substantially distorted by the
NGPA. Congress_oPted for this i)artlal
decop'rol because it teared that if all con-
trols were removed, there would be a sud-
den "spike" or leap in the price which
would be difficult for consumers to bear.
In 1978, when the price of gas averaged
90d per mef at the wellhead, equivalent to
about 55.50 per barrel of oil, while oil was
actually selling for $12 to S13, this fear
may have been real. So a transition system
was developed. Congress wanted to protea
consumers. But the sKster_n has created new
distortions that are hurting consumers —
and has not protected them from an in-
crease of 175 percent in die average U. S.
wellhead price since 1978. The system ex-
empted from control all new deep gas
found below 15,000 feet, but it con=tlicu
until 1985 new shallower gas and, of
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Theplainfact isthatproducers, taken asa

whole, are notgetting enough moneyfor their
product because they are not recovering the

¢, kept controls on all old gas per-
ntly.

ON USA \Whaljp d this do to the gas.”
el? ;

ITBLA"J: For one thing, it made it at-
ve to drill for very deep and more
nsive gas. It also discouraged gas pro-
's from._maximizing “investments :n
ology for increasing production from
ng .?as fields. This means that' these
» Will have a shorter productive, life,
they would have in a free, market,
plain fact is that producers, taken as
Ole, are no*, gettm% enough money for
product because they are not rccover-
he replacement cost of it. Tlic result
it supplies will probably continue to
ne.

on USA: How dots this translate into
.rer CONCEMNS?
~TBLAU: Right tow, gas consumers
me regions are paying substar lally
for gas than those elsewhere because
of' their supplies come from those
and costlier wells. Other:, pay less for
resent but will eventually 1 < to pay
_rtionatcly more. If we were >move
ase out controls over the next few
, Say br 1985, no consumer or com-
'y would then be favored over another
:se of different wellhead costs. There
| be no sudden “spike” as prices
d gradually rise to parity with other
It might be worth mentioning in this
aion that me cost of %as at the well-
< less than half of the cost to con-
rs. Transportation of gas from the
ead to the utility and distribution by

replacement cost ofit.

A FEW FACTS
ABOUT NATURAL GAS

What Is It?

Natural gas consists mostly of a simple
hydrocarbon called methane. The rec-
ipe for methane is four atoms of.hy-

rogen to one atom of carhoh. In un-
derground reservoirs, methane may be
mixed with heavier hydrocarbon, gases
such as ethane or butar.e, with rare
elemental gases such as neon or he-
lium, and with impurities such as car-
bon dioxide, hydrogen sulfide, and salt
water. Before it is sold as pipeline gas,
methane is separated from these other
elements and compounds.

Whore and How Much?

Natural gas is America’s leading source
of domestically produced energy.
Thirty-one states produce natural gas
in_commercial quantities for a total
volume of about 19 trillion cubic feet
per year. Texas and Louisiana lead,
with more than half of the total pro-
duction. They arc followed in order
by Oklahoma, New Mexico, Kansas,
Wyoming, and California. The nation
records some 200 trillion cubic feet of
proved, recoverable gas reserves. Some
authorities have suggested that as
much as 2,000 trillic - cubic feet of gas
may exist in the United States, of
which almost 600 trillion cubic feet
might actually be recovered. About 26
percent of the energy that America
consumes comes from natural gas.

Who Finds It?

Qil and gas are found by drilling wells,
and they are often found together or

in similar geological formations. Gon-
sequend% most of the 19,200 com-
panies that explore for and produce
ol also explore for and produce gas.
Last year, they produced natural gas
from more than 189,000 ?as wells and
from tens of thousands of oil wells, as
well. These companies are private en-
terprises risking private car! stin the
hope of making a profitabi' uscovery.

Who Buys It from Producers?

Most natural gas is purchased at the
wellhead from the producers by some
100 gas transmission companies. TTr~e
companies transmit the %as to market
through pipelines, which are subject
to regulation as gubllc utilities. There
are more_than 250,000 miles of gas
transmission £|pel|nes in operation in
the U.S. AV. 50 states use natural ?_as,
bui it is" ansportcd to Hawaii in lig-
uid form and to Vermont via pipeline
from Canada. Most gas is sold through
long-term contracts negotiated be-
tween producers and Ir~:ismission
companies. Tie latter contract for
enough g is supplies lo meet their cus-
tomer’ anticipated demands.

Who Distributes It?

In most instances, utilities buy natural
gas from transmission companies and
resell it to industrial, commercial, and
residential users. Over 1,400 utilities
distribute gas directly to almost 50
million customers through 700,000
miles of distribution mains. The cost
of transmission and distribution today
account for about half of the price of
natural gas to the average residential
customer.
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the utility to consumers account for about
55 to 60 percent of the cost of residential
gas.

EXXON USA: Whal about charges that
decontrol of gas prices will put an unfair
burden on the poor? _
LICHTBLAU: Poverty is a social and po-
litical problem. It belongs in the area of
welfare policy rather than energy policy.
Poor ﬂeoPIe, by definition, do not have
_enou% of the necessities of life and that
includes not only energy for heat but al»
food, shelter, clothing, transportation, and
medical care. The prices-nf these latter
items 're not controlled, nor should they
be. Keeping prices artificially low for
everyone out of consideration for the poor
doesn’t make economic sense; that applies
also to the price of natural gas. This coun-
try has a long and good record of federal,
state, and local programs to help under -
BHVIleged people. Price controls have not
een*a part of these programs, and cor-
rectly so.

EXXON USA: Some say there’ no natural
gw left lofind so there's no reason lo en-
courage anyone to look for it? True?

LichtblaU: Not true. There’s lots of nat-
ural gas left in this country. In fact, the
natural gas potential |s.qu|te possibly
larger than the oil Fotentl , because we
haven't ever seriously looked for natural
gas until quite recently. On the other hand,
we've been looking for oil for 125 years.
Why? Because, on the whole, it has been
profitable to do so. It is largely a matter
of drilling. At present, the NGPA gives'
excessive encouragement to the search for
new gas in the very deep formations, to
| the detriment of other areas. But large
volumes of gas remain to be found at shal-
lower depths. The NGPA also discourages

[investment.in'maximum recovery of gas

form oftaxes.

wnm existing fields, because most of them .

Aremain Jpermanently”requlated at low
fpnccslifj

EXXON USA: IVh;{ can't oil companies use
tiieir oil profits to look for more gas?
LICHTBLAU: In 1982, oil companies did
not do well. No oil colmpan% has escaped
sharp declines in profits. The money oil
companies earned in 1979 and 1980 when
oil prices went up has largely been spent
on looking for more oil and gas. Now,
demand has declined and oil prices have
gone down. If you look at the earnings of
companies, they are by no means excessive.
Furthermore,‘alone among the industries,*
oil companies pay a huge excise tax called
(the “windfall profit'tax.” No"sthcr'indus-’

ATy pa%/s such a tax..JL subtracts money '

f from t

EXXON USA: Some politicians want to
levy a "windfall profit lax" on gas. Does
that make sense? N
Lichtblau: It would definitely be coun-
terproductive. Gas producers need that
money lo look for new gas supplies, and
they need the incentive of a market price
and corresponding profit to maintain their
search for new gas. Even without an excise
tax on gas, over half of any price increase
for gas would go to federal, state, and local
governments in the form of taxes.

e search for .both oil and gas.;

ExxoN USA: What about turning to al-
ternatives for energy in place of natural

as?
q_ichtblau: A couple of vcars ago when

tofederal, stale, and localgovernments in the

it seemed that oil prices would go to $55
to $60 a barrel by the mid-1980s, many
expensive alternatives began to look at-
tractive. But now this is no IonFer consid-
ered likely. Prices have actually declined
since 1981 So the near-term  economic
picture for shale oil and solar thermal and
other alternatives simply doesn’t look good
any more, For the foreseeable future, nat-
ural gas will remain a far more attractive
fuel, provided we do not stifle its availa-
bility through regulatory constraints.

EXXON USA: Asafinal question, in 1985,
when the price control of new. gas ends
‘undci the NGPA, will the price ofgas lo
consumers be higher or lower than it would
be ifall gas were decontrolled?
LICHTBLAU: Some respected studies sug-
?est the price would be somewhat higher,
n my view, the average wellhead prir- oi
gas would be approximately the_simcJB
oth cases, since it wil have reached parit\
"with oil bv then with or without m»
NGPA. This is why the claim of som
“consumer advocates™ that the prir«_wonlr
remain lower under thr Wnno
However, therejs a difference hetween th
two scenarios. Under the NGTA the av
‘eragc price would consist of a variety ¢
prices significandy above and below th
parity price level while under full decontrc
all prices would cluster around the parit
level. Thus, the NGPA would pcrpetua;
the exwtmg distortions favoring some cor
sumers and areas at the expense of other
Under phased decontrol, by contrast, the.
distortions will have ende br 1985, 10 1
replaced by a more equitable as well :
more efficient pricing system. On i
whole, this is bound to benefit consume

Of gaS. DOWNS MATTNC
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New rules spur higher prices despite oversupply, conservation

By Kathleen Day
A TODAY

When a store overstocks galoshes or grapes, or any other item, it usually
cuts prices to entice customers. But that isn't happening with natural gas.

. The 412 million U.S. consumers who heat homes with gas are watching
bills soar as much as 70 percent over last winter's, even though the gas

Federal law makes it profitable to sell less of cheap j»as
and to concentrate on the most expensive natural gas.

industry has 15 percent to 20 percent more fuel than even the harshest

winter would require.
What's going on?

The short answer is government regulation. Changes in federal law
have made it profitable — even irresistible — for gas Producers and

suppliers G sell less of the cheap, easy-to get gas and

0 concentrate

histeud on the most expensive natural gas they can find.

That has brought nsmg prices,
although conservation and reces-
sion_have reduced demand for gas.
Residential natural gas use is down

20 percent since 1973 and business
consumption down 12 percent to 15
percent.

Here's a breakdown of the fac-
Lorts behind today’s natural gas mar-
et

The producers: Since the
1050s. the federal government has
requlated the price natural ?as Pro-
ducers can charge to the interstate
pipelines. The pipelines transport
?as to utilities, which then deliver it
0 homes and businesses.

By 1075 the government-con-
trolled price was S0 artificially low

that producers claimed they could

not profit from finding and develop-

Ing New gas sources.

~ Gas was cheap for customers
wiui could get it. But it was scarce
because producers had stoned
drilling. The 20 major pipelines,
which supply 90 percent of the na-
tion's needs, were so strapped for
new gas supplies that public service
commissions in every state forbade
utilities from taking on new natural
q—as customers. By the winter of

975-76, the country barely hud
enough natural gas to go around.

That cot the attention of Con-

gress and President Jimmy Carter

and resulted in the Natural Gas Pol-

ice Act of 1978, Intended to make

gas suP_pIies plentiful by makin
production profitable, the act en-
co_ura?ed production of expensive,
|uird-fo-get-at natural gas reserves
locked in abundance “under U.S.

soil.
The act divided gas prices into
three categories- _
1 Old gas— from wells drilled be-
fore 107/— whose price would con-
tinue to be regulated forever. Old
(fjas Is the cheagest (now costlng
rom 20 cents t0 $2.20 per thousan
cubic feet), and accounts for about
57 percent of the s_upFIy available
under contract to pipelines.

Pegequl e Natural
0 Solve Consumer

JANUARY 1953

j. New g7as — from wells drilled
after 1077 — whose price wii!
%radually be deregulated by 1085,

enerally, price controls come otf
quickest for gas that's most expen-
sive to produce. New gas cost; from
$4.20 t0 36 Per thousand cub e feet
apd accounts for 38 percent <asup-
pIy. :
il Deeé) 7qas — from wells drilled
after 1077 for gas below 15010 feet
— whose price was deregulated
immediately. There is no fcleral
price ceilirig on deep gas. the most
expensive gas to proouce, It now
costs about $7.50 per thousand

Er%sblems

Natural gas regulatory pr iblems— and tl e federal law that
seems to he at the root of the problems — are explored in this

publication,

~ Running through this collection of articles and commentary
is the theme: deregulate natural gas to end market distortions,

Inequitable prices, and uncertain supp

ligs.

he theme is expressed by journalists, policy analysts, and

husinessmen.

This background report is published by the Natural Gas Con-
sumers Information Center as a service-to consumers and to
Congress. The Center is supported by a number of organizations
whose members are major consumers of natural gas and who are
on record favoring natural gas deregulation. ,

For more information, Call or write NGCIC, Suite 900. 605
Fourteenth Street, NW Washington, DC 20005. Telephone:

(202/347-6200),

1
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cubic feet and accounts for about 5
percent of supply.

Though nof regulated by the
Natural Gas Act. an important
fourth category is imported gas,
which costs from 54.94 to 57.1S. In
1981, imported gas made ug 5 per-
cent of U.S. supply. For 1982 it's ex-
pected to climb t0 10 percent.

The most expensive categories
—dee? gas and imported ?as— ac-
count for only 10 percent to 15 per-
cent of US. suh)ply. But because
they cost so much more, they have a
major impact on consumers' bills.

T'mt trend should continue;
The natural gas act has succeeded

11 stimulating producers to aggres-

Muely drill forprofitable gas— the
deep gas that can be soldfor what-
ever Prlce the market will bear.
~"Ifyou were a producer in that
situation,” says Mary Novak, energy
analrst at Data Resources Inc., 'you
would have done the same thlngz—
drill for what you could make the
most money on.’

There have been charges that
some producers are abandoning
wells that couid still Produce older;
cheaper gas. in oraor to produce gas
from more profitable wells. But, the
volume of gas that is being "shut-in"
is small, according to Department
of Energy officials.”

Tlic "pipelines: Pipelings have
assumed producers would continue
fo concentrate <m expensive gas.
Spurred by fears >the 1970s scarci-

5?

natural %as contracts, most of
v.hich had clauses allowing prico
hikes that are way out of ste[) with
today's lowered inflation rate, re-
duced demand and better-priced al-
ternative fuels.

"And unfortunately the clauses
onlv allow prices to %o up,’ says
Robert Means of the Federal Energy

pipelines lose less money by forfeit-
Ing on contracts for old gas.

3 P|Pelgnes may prefer to buy gas
from their own affiliated Rroducers
or subsidiaries, rather than from
unaffiliated producers—even if it's
more expensive.

3 If a pipeline pays for and gets

The new rule prohibiting pass-through of extra contract
costs won't help consumers this winter and will only
dampen next year's home heating bills by two percent.

energy officials sac.

Regulator?/ Commigsion. “If the es-
calator_clauses allowed prices to
float with the market— to go down
as well as up— then todays situa-
tion could perhaps have been
avoided.

Worse, menv contracts have
"take1or-Fay' clauses; they require

the pipelines fc paK for the expen-

sive gas supplies whether they take
the gas or even need it.

"It was like a hunch of starving
children let loose in a candy store,
says one industry source. "The
pipelines devoured everything in
sight. Now it the next moming and
they don't feel so good."

And neither do consumers.

Currently, virtually all the
cheaper old gas is under contract.
But. ironically, pipelines are some-

Although expensive gas accounts for only 10-15 percent
of U. S supply, it has a major impact on consumers’ bills

because it costs so much.

#y, the pipelines madly contracted
0r as much ?as 8 the¥ could get—
taking long-ferm contracts to buy
expensive gas at whatever terms
producers demanded.

And that's where things went

wror\% o

_ What the pipelines never an-

ticipated was that the worldwide

recession and an emerging oil glut

would send other fuel prices down.
So pipelines suddenly found

themselves stuck with long-term

times opting not to exercise con-
tracts o buy the cheaper gas and
instead are Duying the more expen-
Sive gas.

For three reasons, according to
the General Accounting Office:

3 Pipelines are under contract to
buy .more gas than they can sell,
forcing them to forfeit ol some con-
tracts.” Because contracts for the
more expensive new gzas are like./
to have stiffer forfeiture clauses.

gas from a producer, itisu ved to
Pass along the extra costs directly
0 utilities. But if the pipeline pays
for but forfeits tiie contract and
does not take gas from a producer, it
cannot recover those costs im-
mediately; the %overnment recently
decided it would not allow such cost
‘hass-throughs" if old, cheaper gas

was available to the ;r)]lpellne. But
ener%y officials say the new rule
won help consumers this winter
and will only dampen next years
home heatin bills by 2 percent,
_The utilities: Distributors —
ermanl utilities — are similarly
emmed i bf{ long-term contracts
with the ?me Ings, causing them to
raise customer rates. Those nsmq
prices have prompted industria
and residential customers to use
less gas — c_r,eatln% revenue
shortfalls for utilities that require
further rate hikes.
_ For a while, it appeared the
Plpelmes might deliberately break
he high-priced contracts, “forcing
prolonged' court fights. But, says a
spokesman for Transcontinental
as Pipe Line Co.— among the top
20 Interstate transporters — the
pipelines now want to_ negotiate,
and producers may he willing.

(December 27.19S2)

This article appeared as a guest column in P'an: £-12
M anagement and is reprinted with permission
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Muck Elam
process Hus Cot.nimm Group. lis//-

Intjlon, D.C., and rice president nnd
nencral counsel of Can" Mills Carport;-
lion, Greenshoro, XC.

Members of Congress who are
weighing the natural gas decontrol
issue should he impressed b}/ the
range of constituencies now favor-
ing an end to some of the complex
Bro_blems caused by the Natural Gas
olicy Act. .

here Is (I;rowmg agreement
from many sectors that it'is essen-
tial for onPress to open UP the
NGPA and cfean up the requlatory
mishmash which' the 197S law
created.

Industrial users, such as the
companies in the Process Gas Con-

sumers Group (PGC), are strongly
in favor of Congressional action”as
soon as possible to deregulate natu-
1.1 gas. The U.S. Chamber of Com-

An impressive array
of constituencies
favor an end to some
of the complex prob-
lems caused by the
Natural Gas Policy
Act.

meree, the National Association of
Manufacturers, 'lie Chemical Man-
ufacturers Association, the Ameri-
can Textile Manufacturers Insti-



tute, the Business Roundtable, tne
Petrochemical Energy Group and
others representing ‘industrial and
business consumers of natural gas
have ail taken positions favoring
decontrol.

In addition, the Natural Gas
Supply Association and other pro-
ducer-oriented interests support
deregulation. o

busingss organization, the
Committee for Economic Develop-
ment, and an environmentalist
?.roup, the Conservation Founda-
lon, delivered to Congress a joint

report statinﬂ that “controlling en-

ergy prices has neither increased

enerqy su?plies nor made signifi-

cant contributions to reducing
poverty, curbing inflation, or
achieving the wide variety of eco-

nomic and social goals that con-
trolled energy prices have been
supposed to aid.” Keeping energy
?rlces artificially low is a poor Wa()!

0 help low-income consumers an
to fight inflation, the report says.

_ The_National Governors' Asso-
ciation is also on record supporting
plrllce decontrol lor new gas sup-

ies.

i The Texas _Ener%y and Natural
Resources Aavisory Council, which
IS responsible for assessing that
state's energy policy, told a Congres-
sional hearlnﬁ in August: "It is' im-
Peratlve, in the interest of all, that
he Congress move with dispatch to
reduce and eliminate the many dis-
orders and uncertainties which
make a market which is fair, and
fair to all, an impossibility."

Inis article, is reprinted with permission of

e Washington Times

The American Farm Bureau,
says that "ultimately, our whole
economy will benefit from total de-
control of natural gas.” _

PGC members — who require
natural gas for uses for which there

"There appears to he
shaping up abroad
platform ofsupport
for natural gas dereg-
ulation. requiring
Congressional action
early in 1983.”

is no alternate fuel— are on record
in favor of phasing out all wellhead

OLD RULES, 7307 DEREGULATION,

PLAGUE NATURAL GAS

By Steven K. Beckner

Itis probably asking too much to expect our legislators to resPond to the

current disfortions in the market for natural gas by has

ening and

expandin? its deregulation. But hopefully they mil realize it would be

the heigh

of folly to move- in the opposite direction, as many would like,

and prolong or even increase regulation.
Indications are that Missouri Sens. Thomas Ea%Ieton, a Democrat, and

John Danforth, a Reﬁubllcan, once &

tIY. If it takes t
ould temporarily freeze wel
scheduled deregulation for two years and render unen

natural gas more tig
session, their bill wou

ainwill launch legis|
e same shai)e it did in the lame-duck

legislation to regulate

head ?HCGS of gas, delay
orceable contracts

between gas producers and gas pipelines where they don't suit the latter.

If such proPosaIs are enacted,
the result would be to return this
count.rr to the same situution that
prevailed in the late 70s, when
chronic ﬁa.s shortages led to pas-
sage of the Natural Gas Policy Act
of 1978. Once again exploration
and production would be discour-
aged, homes would be left cold and
factories would have to shift to
dirtier, more expensive coal and
oil, much of it from abroad.
The NGPA mandated a partial,
hased deregulation of gas. “Old"
E)pre-1977) gas was left under per-

companies respc.Jed to the im-
mediate shortage and perceived
demand by aggressively entering
"take-or-Pag" contracts” with Pro-
ducers at above-average ?rlces hat
require them to pay whether or not
they use the gas. ~

Then recession hit. and demand

for gas fell sharply. Pipeline com-

panies, which have typically com-
mitted themselves t0 buy gas at

Hopefully, legislators will re:ili/.e it isthe height of folly
to prolong or increase regulation.

Petual control, while “hew" gas was
0 he gradually deregulated by 1935,
H|Ph-cost ‘tieep” gas, from' wells
below 150011 feet, was decontrolled
completely.

“Within a short time, gias explo-
ration increased and shortages dis-

appeared. But meanwhile, pipeline

government, manipulated %rlces
ranging from 29 cents up "> 39 per
thousand cubic feet, found them-
selves locked into [ake or pay con-
trzlilcts for gas which they cannot
sell.

As pipeline companies have
passed their higher costs on to

Prlce controls on natural gas by a
ime certain. While we are no more
anxious than anyone else to see our
gas hills increase, we are wiilina to
pay true free-market prices for gas
In anticipation that such prices will
be more stable— and perhaps even
|ower in the long run— than would
he the case if Congress fails to take
action on the NGP .

Members of Congress might do
well to take anotherlook at"these
growmﬁ constituencies as they
make their legislative plans for the
new Congress. There appears {0 ve
shang up abroad platform of -p-
port for natural gas ,dere?ulatllon,
requl_rln]t:;%gongresmona action
early in 1983,
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Nolo: Those articles are reprinted as
aservice to consumers of natural
gas. Theircontent Is not necessarily
implicitly endorsed by the Natural
Gas Consumers Information Center.
Selected emphasis has been added.

utilities, which in turn have passed
them on to consumers, demands
have grown lor pol|t|qaf action —
Bamcu!arly in states like Missouri.
ut neithér a price freeze nor ab-
rogation of contracts is the an-
SWer. .

_ On the contrary, the continua-
tion of past regulations is the prob-
lem. Were it not for more than two
dozen artificial prices for different
vmtages of*old" and "new* gas there
would be only one market price. To
the extent that increased prod,ucer
ﬁrlce_s of gas are to blame for higher

eating ills, the cause is the

NGPAS Incentive to produce expen-
sive "deep gas." .

~In fact, wellhead ﬁrlces are not
chiefly to blame. Nicholas J. Bu-li.
president of the Natural Gas Supply
Association, estimates.mly 39 cents
of tiie 95-cent per million BTU in-
crease in average residential gas
prices that occurred over ’he vear
ending in July 1952 resulted from



