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T E S T I M O N Y  T O  T H E  N O R T H  PACIFIC FISHERIES M A N A G E M E N T  C O U N C I L
R E G A R D I N G

A  M O R A T O R I U M  O N  N E W  E N T R I E S  I N T O  T H E  A L A S K A  H A L I B U T  F I SHERY F O R  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 b y  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. I am concerned that all our local 
residents have equal opiportunity for present and future employment in our 
fisheries.

The Kodiak Island Borough’s 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. I 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 fishing 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 t.o 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 Hawaii, a house in Seattle, or a farm in Missouri or Vermont (for 
example). That's their privilege, and I 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 do wn 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. Wh en 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 lat.e 70's many shrimpers switche . to crab. A n d  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 muc h 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 w h e n  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. A n d  there are times when management of the fishery has to be 
more sophisticated and cautious. A n d  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 be hi put on all our fisheries 10 or 12 years ago, I feel it 
would have been a disaster to the town as a whole - socially and economically.
If 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 man y 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 m a n y  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 $4.3'.., 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 ’s very possible that except 
within the family, crew jobs would have become salaried under some of the 
limited entry schemes.

N o w  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 concei’ns 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. W e  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. I don't think that's healthy for society, or what Alaska and 
fishing is all about.

M y  own personal case is typical. In 1967 they closed the Kodiak salmon season 
for almost the entire summer, so I 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/lb.) 
and stocks were slumping (wc fished 26 days on a highline schooner for 30,000 
pounds in 1971 - m y  crew share was $90 for the month). I crewed for eight 
years with many highliners in ull four fisheries so that when I got m y  o w n  boat 
I could be diversified.

In 1974 m y  wife and I 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 I haven't fished shrimp since June of 1978, 1 am still a shrimp 
fisherman and dependen:. on the shrimp resource to make m y  living. Even 
though I haven't fished halibut since July 1971 and then only as a crewman, I 
am still a halibut fisherman, and consider myself dependent on the halibut 
fishery. I'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. I have a vessel and a 
reel that are suited for halibut. All of the skills I've developed as a skipper in 
finding crab and shrimp and running m y  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. I am dependent upon m y  
ability to move m y  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
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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. A U  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 b y  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’ease 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 w h y  should the Council be 
bi .ieved now if the Council should say participation during the next three yeai’s 
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 m y  one yeur 
(2,800), and it seems certain that a large number of those w ho 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’utorium.

A  moratoxdum has such a nice allure to it. Yo’u kick out the fewest and 
postpone the disagx’eements 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’eates such a closed class without n means 
of entry. The halibut resource is in the best shape its been in decades and I 
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’man who has regular year-i’ound shox’e-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’e 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 A D F & G  and HMFS, a situation which needs 
review.

Certainly the fishing industry has troubled times. I 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
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COMMITTEE REPORT 

HOUSE

F U R T H E R :  R l i f G u U : . . 

Da te: /T 6 , j >' /' /■'

Hr. S p e a k e r :

n o u s r  *. c o t d l i t  r i ' s  o i ;

T h e  .Committee. o n _______________  has h a d ___ ______ •____________________

:i,v l*o Ur i -.or S t at es  ..>•••• r v e r a  on foreign ~ishing vessels.

under c o n s i d e r a t i o n  an d r e p o r t s  it b a c k  as follows:

[ ] do p a s s  [ ] do n ot  pass

[ ] do p a s s  w i t h  a t t a c h e d  a m e n d m e n t s (s )
[ ] s a m e  title

[ J r e p l a c e  w i t h  CL f o r _____________   [ ] n e w  t i tl e

and  r e c o m m e n d s  ’r 1 .0 ;■

[ ) A M D  a t t a c h e s  a " L e t t e r  o f  I n t e n t "  [ ] N e w  F i s c a l  N o t e

[ ] Zero Fiscal ffcte Attached 
[ ] r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n

I ] r e f e r r e d  to t h e ____________________________   C o m m i t t e e

M E M B E R S  S I G N I N G  M E M B E R S  H A V I N G
DO P A S S  O T H E R  R E C O M M E N D A T I O N S :



"Letter Of Intent To A c c o m p a n y  House CS for SJR 10 (fisheries)"

It is the intent of the House Special Committee on Fisheries that a 

r eopening 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 

ne e d s  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 hatc h e r y  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 

w i t h i n  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 wee k  31 or until 

the beginning of the pin k  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 IV, 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 A l a skan 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 

c o m p l e t e d .



Short A n a l y s i s  of CS H J R  19

This r e s o l u t i o n  asks Congress to amend Section 201 of the Magnuson Fishery 

C o n s e r v a t i o n  and Management A ct to:

1. Provide that U.S. observers be stationed on all foreign catcher 

ve s sels and motherships operating in the FCZ;

Current FCM A  provides that if the catch of a harvesting vessel 

wil l  be transferred to a m o t hership where a n  observer is aboard, 

then the catcher need not ha v e  a n  observer. It is suspected 

that violations are h e a v y  on these catcher vessels, and would 

n o t  be as prevalent if observer wer e  aboard all vessels fishing 

in the FCZ.

2. R e q uire that the vessels provide adequate, safe and clean quarters 

for the observers.

Currently a fishing v e s s e l  m a y  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 wo u l d  be closed.

3. D e f i n e  the conditions, "beyond the control of the secretary" under 

wh i c h  the observer requirement m a y  be waived for a foreign vessel.

This answers the often misused loop-hole at subparagraph (2)(c) where 
the observer requirement m a y  be waived if no observer is available, 

for reasons beyond the control of the secretary.

4. R e q uire that vessels w i t h o u t  observers report to a U.S. port for 

r eview of ship's log and catch after fishing in FCZ.

It was the consensus of the fisheries committee that if a vessel

did manage to get the observer requirement waived, the least we 

should a sk is that they report for an inspection of what they 

caught and where and w h e n  they caught it.

The a d d i t i o n  of item 4 is the only change from the original HJR 19.

The r e s olution goes to President Reagan, Vice President Bush, Congressional 

leaders and members of the A l a skan delegation.



(1) Except as provided in paragraph (2 ) ,  m e Secretary shall establish a program under which a 

United States observer w i l l  be stationed eboard each foreign f ish ing vessel while th at 

vessel Is engaged In fishing w ith in  t ie  fishery conservation zono.

(2) The regulrerwnt in paragraph (1 )  tnat a United States observer be placed aboard each foreign 
f is h in g  vessel ray be waived tv sr r - vary I f  he f ! t hat

R ‘5+flM6'

CA) in a s ituatio n  where a f le o .  
fishery conservution zone, f  

the stationing of United S tef* '  

f le e t  wl I I provide a represen.

Ing vessels transfers I t s  catch taken within the 
js e l , ,  aboard which ts a United States observer, 

s on only a portion of the harvesting vessel 

imp IIng of the tycatch of the f le e t  that Is

s u ff ic ie n t  for purposes of determining whether the repulrsnents of. the applicable 

management plans fo r  the bycatch species are being compiled w ith;

(8) with respect to  any foreign fishing vessel while I t  Is engaged In f ish in g  w ith in  the 

fishery conservation zone

( I )  the time during which the vessel engages In surh fishing w i l l  be of such short 

duration th a t  the placing of a United States observer aboard the.vessel would be 

Impractical, or

r?£HUITI^S 

[HO OfrBdntrCL

( I I )  the f a c i l i t i e s  of the vessel for the quartering of a United States observer, or 

for the carrying out of observer f motions, are so Inadequate or unsafe that the 

health or safety of an observer would be Jeopardized; or

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

(3) Observers, while stationed aboard foreign f ishing vessels, shall carry out such s c ie n t i f ic ,  

ccmpllance monitoring, and other functions cs the Secretary deems necessary or appropriate 

to  carry out the purposes of t h i s  Act; and shall cooperate In cariy lng out such other scien­

t i f i c  programs re lating  to  1he conservation and management of l iv in g  resources astha 

Secretary deems appropriate;

(4)

' v i # -
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(5)

If) addition to any fee Imposed under section 204(b) (10) of th is  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 s u f f ic ie n t  to  cover 

a l l  the costs of providing a United States observer aboard th a t  vessel. The f a i lu r e  to  pay 
any surcharge Imposed under t h i s  paragraph shall be treated by the Secretary as a f a i lu r e  to 

pay tno permit fee for such vessel under section 204(b)(10). A l l  surcharges collected by the 

Secretary under tn ls  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 t n ls  subsection. The Fund shall consist of the surcharges deposited Into I t  as required 

under paragraph (4). A! I payments made by the Secrotary to carry out t h is  subsection shal I 

be paid frcm the Fund, only to  the extent and In the amounts provided for In advance In 

appropriations Acts. Sums In th e  Fund which are not currently needed for the purposes of 

th is  subsection snail bo kept on deposit or Invested In obligations o f,  or guaranteed by, 

the UnI ted States.

( 6) I f  a t  any time the requirement so t forth In paragraph (1) cannot be root because of Insuf­

f ic ie n t  approprlaMons, the Secretary s h a ll,  In Implementing a supplementary obsorvor 
program:

(A) c e r t i fy  as observers, for the purposes of th is  subsection. Individuals who are c itizens 
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 c e rt if ie d  observers oqulvalont to those applicable 

t o  Federal personnel;

(C) establish a reasonable schedule of fees that c e rt if ie d  observers or th e ir  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 I t  meets the purposes of th is  Act.
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Haines,  Alaska 
M a r c h  8, 1983

S e n a t o r  bill Ray 
P o u c h  V
J u n e a u ,  AK 99811 

D e a r  S e n a t o r  Ray:

On Feb. 17, 1982, w e  w r o t e  you a l e t t e r  p r i o r  to the c r e a t i o n  of 
the F o rres t and E a ^ l e  P r e s e r v e  (Senate Bill 796) in o p p o s i t i o n  to 
the P r e s e r v e  reasons being the pending N a t i v e  A l l o t m e n t s  in and 
a d j o i n i n g  t h e  p r o pose d preserve, we felt o n c e  this was m a d e  into 
law w e  would have p r o b l e m s  to acquire t i t l e s  to these a l l o t m e n t s .
At that time some of these a l l o t m e n t s  w e r e  up for a d j u d i c a t i o n  by 
the B-l-.M., but were not a d j u d i c a t e d  due to t h e  c r e a t i o n  of the 
preserve.

In M a r c h  and April- 82, we had m e e t i n g s  with John Katz, C o m m i s s i o n e r  
of D . N.R. , and Reed Stoops, Frank Rue and T o m  L a w s o n  all of D.N.R. 
at that time they p r o m i s e d  that they w o u l d  work out a p r o c e s s  
w h e r e  the s t a t e  would quit c l a i m  its i n t e r e s t s  on p a t e n t e d  or 
t e n t a t i v e l y  a p p r o v e d  lands, and would h e l p  fund the s u r v e y  t h r o u g h  
this process. They pro mi s e d  this w o u l d  be done w i t h i n  a month, 
as they would go to W a s h i n g t o n  and meet with J a m e s  Watt and Bill 
Horn all this would be done if a F o r r e s t  and Eagle P r e s e r v e  w a s 
a dopted. T h e y  also p romi s e d  that we w o u l d  not be used as a pawn 
or o l a c k m a i l e d . Now its been a y e a r  s i n c e  this all s t a r t e d  and the 
w h o l e  m a t t e r  has not m oved towards b e ing resolved. We think that 
this would b e  in the S t ate's best i n t e r e s t s  if this i ssue were 
e x p e d i t e d .

It s e e m s  that the A t t o r n e y  General of D.N.R. is not a g r e e a b l e  to 
this process. It s e e m s  we ha ve had one b u r e a u c r a t i c  delay a fter  
a n o t h e r .

A l s o  during the c r e a t i o n  of this P r e s e r v e ,  there was s u p p o s e  to 
have been m o n e y  set aside for s u r v eying the a l l o t m e n t s  but it s e e m s  
now taht was lost in the s h u f f l e  at the last minute.

We have w r i t t e n  to our r e p r e s e n t a t i v e s  in W a s h i n g t o n  lor f u n d i n g
for the surveying, but the B.L.M. c l a i m  they h a v e n ' t  the m a n p o w e r
or f u n d s  for surveying. T h i s  used to be t h e i r  e x c u s e  on m i n i n g  
c l a i m s  until p r e s s u r e  was put on Washin g t o n .  N o w  the B.L.hi. 
c o n t r a c t s  this out to c e r t i f i e d  s u r v e y i n g  c o n t r a c t o r s  a J s o  when 
these surveys are made, the c o n t r a c t o r s  hire locally.

Maybe the D.N.R. and the 13.L.M. could go j o i n t l y  on t.hese surveys. 
We are e n c l o s i n g  a copy of a letter w r i t t e n  to S e n a t o r  Murkowsk i
by the B.L.M. with our cor roe i i c.ts on the bottom.

We w o u l d  a p p r e c i a t e  a n y t h i n g  you can do ior us at the S t a t e  or 
Federal level as this is of great c o n c e r n  to us.

S i n c e r e l y ,



a u a s K S  P E D B R a t n n

□ p  nauves, inc.
411 W. 4th Avenue, Suite 1A • Anchorage, Alaska 99501 • Phone 907-274-3511

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
A L A S K A  S T A T E  L E G I S L A T U R E  
P o u c h  V
Juneau, A l a s k a  99811 

D e a r  Adelheid:

The A l a s k a  F e d e r a t i o n  of Datives, Inc. s u p p o r t s  H o u s e  Joint 
R e s o l u t i o n  No. 28. We b e l i e v e  that the m a n d a t e  of C o n g r e s s  
s h o u l d  be funded and a c c o m p l i s h e d  by the B u r e a u  of Land 
M a n a g e m e n t ,  D e p a r t m e n t  of the Interior so that A l a s k a  N a tiv es 
car. r e c e i v e  t he ir allotments. This p r o c e s s  is important so 
that N a t i v e  c o r p o r a t i o n s  ca.u r e ceive clear title to all of 
t h e i r  l a n d  as i n t ended by Congress.

T h a n k  you for your i n c r e s t  and support of A l a s k a  N ative 
affairs.

M a r c h  15, 1983

Janie Leask 
President

Integrity, Pride in Heritage, Progress
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l a m i s ?  a x  i i t e p r m t t f a t t o B

MEMORANDUM March 24, 1983

To: Representative John Ringstad

From: R e p r e s ' n t a t i v ^ ^ ^ ^ h e i d  Herrmann

Subject: SSHJR 28

Although the issue of native allotments is very complex with many 

legpj. ramifications and the involvement of federal, state, and 

local organizations of all kinds, the intent behind SSHJR 28 is 

quite simple. The message I want to send to Congress is this:

BLM has received inadequate financial support for the processing 

and surveying of claims, and i t’s 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 I 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 m d  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.



83-133

March 10, 1983

Rep. Adelheid Herrmann 

Alaska Gtav.e Legislature 

P o u c h  V (JJS 3100)

Juneau, AK 99811

D e a r  Ms. Herrmann;

H J R  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 lands without a 

speedy process on the individual allotments.

Please keep m e  informed of any progress in the matter.

K ee p  up the advocacy. . .

: ds



Haines, Alaska 
March 8, 1983

S e n a t o r  will Ray 
P o u c h  V
J u n e a u ,  AK 99811 

D e a r  S e n a t o r  Ray:

On Feb. 17, 1982, w e  w r o t e  you a l e t t e r  p r i o r  to the c r e a t i o n  of 
t h e  F o r r e s t  a n d  E a g l e  P r e s e r v e  (Senate Bill 796) in o p p o s i t i o n  to 
the P r e s e r v e  r e a s o n s  b eing the p e n d i n g  N a t i v e  A l l o t m e n t s  in and 
a d j o i n i n g  t h e  p r o p o s e d  preserve, w e  felt o n c e  this w a s  m a d e  into 
l a w  w e  would h a v e  p r o b l e m s  to a c quire  t i t l e s  to t h e s e  allot m e n t s .
At t h a t  time s o m e  of these a l l o t m e n t s  w e r e  u p  for a d j u d i c a t i o n  by 
the B . L . M . ,  b u t  were not a d j u d i c a t e d  due to the c r e a t i o n  of the 
p r e s e r v e .

In M a r c h  and A p r i l - 8 2 , we had m e e t i n g s  wi th Joh n Katz, C o m m i s s i o n e r  
of D . N . R . ,  a n d  Reed Scoops, Frank Rue and T o m  Lawsor. all of D.N.R . 
at that  time they p r o m i s e d  that they w o u l d  work out a p r o cess 
w h e r e  the s t a t e  w o u l d  quit c l a i m  its i n t e r e s t s  cn p a t e n t e d  or 
t e n t a t i v e l y  a p p r o v e d  lands, and w o u l d  h e l p  fund the s u r v e y  t h r o u g h  
t h i s  process. They p r o mised this w o u l d  be done w i t h i n  a month, 
as t h e y  w o u l d  go to W a s h i n g t o n  and meet w i t h  J a m e s  W a t t  and Bill 
H o r n  all t h i s  w o u l d  b e  done if a F o r r e s t  and E a g l e  P r e s e r v e  was 
a d o p t e d .  T h e y  also p r o m i s e d  that w e  w o u l d  not be u s e d  as a pawn 
or b l a c k m a i l e d .  N o w  its been a y e a r  s i n c e  this all s t a r t e d  and the 
w h o l e  m a t t e r  h a s  not moved towards b e i n g  resolved . We tl-ink that 
t h i s  w o u l d  b e  in the State's best i n t e r e s t s  if this i s s’ „■ wer e  
e x p e d i t e d .

It s e e m s  that t he A t t o r n e y  General of D.N.R. is not a g r e e a b l e  to 
t h i s  p r o ce ss. It s e e m s  we have had one b u r e a u c r a t i c  delay after 
a n o t h e r .

A l s o  d u r i n g  the c r e a t i o n  of this P r e s e r v e ,  t h e r e  was s u p p o s e  to 
h a v e  b e e n  m o n e y  set a s i d e  for s u r v e y i n g  the a l l o t m e n t s  but it s e e m s  
n o w  taht was lost in the shuffle at the last minute.

We h a v e  w r i t t e n  to o u r  r e p r e s e n t a t i v e s  :n W a s h i n g t o n  for f u nding
for the s u r v e y i n g ,  but the B.L.M. c l a i m  they h a v e n 11 the m a n p o w e r
or f u n d s  for s u r v e y i n g .  This used to be t h eir e x c u s e  on m i n i n g  
c l a i m s  until p r e s s u r e  was put on W a s h i n g t o n .  N o w  the B.L.M. 
c o n t r a c t s  t h i s  out to c e r t ified s u r v e y i n g  c o n t r a c t o r s  also when 
t h e s e  s u r v e y s  are m a d e ,  the c o n t r a c t o r s  hire locally.

M a y b e  the D . N . R .  and the B.L.M. co uld go j o i n t l y  on t.hese surveys. 
We are e n c l o s i n g  a c o p y  of u letter w r i t t e n  to S e n a t o r  Murkowski
by the B.L.M. with o u r  c o r r e c t i o n s  on the bottom.

We w o u l d  a p p r e c i a t e  a n y t h i n g  you can do ior us at the State or 
F e d e r a l  level as this is of great c o n c e r n  to Us.

S i n c e r e l y  ,



op natives, inc.
411 W. 4th Avenue, Suite 1A • Anchorage, Alaska 99501 • Phone 907-274-3611

M a r c h  15, 1983

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
A L A S K A  S T A T E  L E G I S L A T U R E  
P o u c h  V
Juneau, A l a s k a  99811 

D e a r  A d e l h e i d :

T h e  A l a s k a  F e d e r a t i o n  of Natives, Inc. suppo r t s  H o u s e  Joint 
R e s o l u t i o n  No. 28. W e  b e l i e v e  t h a t  the m a n d a t e  of C o n g r e s s  
s h o u l d  b e  f u n d e d  a nd a c c o m p l i s h e d  by t h e  3 u r e a u  of Land 
M a n a g e m e n t ,  D e p a r t m e n t  of the I n t erior so that A l a s k a  N a tiv es 
c a n  r e c e i v e  t h e i r  allotments. This p r o c e s s  is impor tant so 
t h a t  N a t i v e  c o r p o r a t i o n s  can r e c e i v e  clear title t o  ail of 
t h e i r  l a n d  as i n t e n d e d  by Congress.

T h a n k  y o u  for y o u r  interest  and support of A l a s k a  N ative 
affairs.

"Janie L eask 
P r e s ident

Integrity, Pride in Her itage. Progress



A J » t» S S 5 C ?  ■SC Zi J Z T S S J E

U s v r a  22

T h e  H o n o r a b l e  A d e l h e i d  S e n a anii 
• H o u s e  of Represent.ati.VES 
•Pouch V  

..■ JUnaad, A l a s k a  9 9 8 1 1  '•

..Re: House J o i n t  .Resolution: 2*0 - 2&

D e a r  R e p r e s e n t a t i v e  Beronatua;

This l e t t e r  is to inform you that: Caiiste. Corporation 
is in f u l l  support c f  the i n t e n d e d  res-tits o f  the 3ause 
-Joint R e s o l u t i o n  N‘o* .23, relating to the p r o c e s s i n g  of 
K a t i v e  Allatsien.ts.

'd.fcile w e  -are s u p p o r t i v e  o f  this resolution, w e  feel 
that t h e  f i r s t  “WHj&.'REAS" should b e  anzend.ed as fcilovs: 
b e g i n n i n g  w i t h  lifte IC„ the words ” A l a s k a  Native Claims 
Settles&exxt A c t  of .1921" should b e  dele t e d  and in-lieu 
o f  add* '"Native A l l o t m e n t  ict cf 1 9 G'6":.. Rationale;

T h e  N a t i v e  a l l o t m e n t s  vere .appliecL ..for pursuant cjt> the 
a u t h o r i t i e s  g r a n t e d  fc*::the rerras o f  the -Native A l l o t­
m e n t  A c t  o f  1906*

C.

T h e  new l a n g u a g e  w o u l d  reed a s  fcllovs:

Whereas, t b e  . Bureatt of .Laid i*E_'/?ge- 
saent o f  the .Halted States Daperrrent 
or the" Interior h a s  b e e n  given: the 
respch.sibili.-ty for processing the a p­
plications f o r  allo t m e n t s  c r a s h e d  
under the J'iB.tive A l l o t m e n t  A c t  of 
1906.

In our humbift opinion, we feel this language w o u l d  not 
o n l y  strengthen the inter.t of H o u s e  J o i n t  Resolution 
NC. 2S but furt h e r  clarify its intent.



P .e p _  . A d e l h e i d  H e r r n a r j i  
y.urcsi .Zt2, 2_9S3 
P a n e  2

T h a n k  y o u  f o r  y o u r  k i n d  c o n s i d e r a t i o n ,  X f  y o u  h a v  
a n y  q u e s t i o n s '  p a r  t h i s  l e t t e r ,  p l e a s e  c o n t a c t  u s .

S i n c e r e l y ,

C A L IS T A  CORPORAT IO N

N e l s o n  ZJ\ A n g a p a k  
E x e c u t i v e  V i c e  R o e s i d e o r t

“Z C J A is lb



l a w  o r r i c c s  o r

ALASKA LEGAL SERVICES C O R P O R A T I O N
6 1 5  “ h ”  S T R E E T ,  S U I T E  I O O  

A N C H O R A G E .  A L A S K A  9 9 5 0 1  

T l l C ^ h o n c  ( 9 0 7 )  2 7 2 * 9 4 3 1

M a r c h  14, 1983

Ms. B e t h  R o b i n s o n
c / o  R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
P o u c h  V
J u n e a u ,  A K  9 9 8 1 1  

D e a r  Ms. Ro bi nson:

In r e s p o n s e  to y o u - r e q u e s t  for i n f o r m a t i o n  r e g a r d i n g  the need 
for the fe deral g o v e r n m e n t  to a l l o c a t e  a d d i t i o n a l  funds for 
p r o c e s s i n g  N a t i v e  Al l ot m e n t s ,  I am e n c l o s i n g  s e v e r a l  ne w sp a pe r  
a r t i c l e s .  I b e l i e v e  that the figure 30 y e a r s  is p r o b a b l y  the 
b e s t  c u r r e n t  e s t i m a t e .  The 70 y e a r s  w h i c h  y o u  m e n t i o n e d  was an 
e s t i m a t e  made b y  a B I A  emp lo y ee  in a l e t te r to an ap pl i ca n t.  I 
ha ve  s p o k e n  w i t h - t h a t  individu al  and have b e e n  i n f or m ed  that he 
n o w  b e l i e v e s  t he  true figure to be c l o s e r  to 30 y ears.

Y o u  s h o u l d  be a w a r e  th at this time p e r i o d  is d e r i v e d  from an 
e s t i m a t e  of the time r e q u ir e d to s u r v e y  the a l l o t m e n t s .  It 
a s s u m e s  that t h e  applicants' e n t i t l e m e n t  tc the a l l o t m e n t s  will 
be a d j u d i c a t e d  at a f a st e r rate. W h i l e  this is true wit h 
r e s p e c t  to the ''easy" cases —  such as those s u b j e c t  to 
a u t o m a t i c  a p p r o v a l  u n d e r  s e c t i o n  905 of A N I L C A  —  those 
a l l o t m e n t s  w h i c h  the BL M  intends to d e n y  m u s t  g o  t h r o u g h  a 
"P e n c e " h e a r i ng . The Office of H e a r i n g s  and A p p e a l s  of the 
D e p a r t m e n t  of the I n t e r i o r  has o nl y  been able to c o m p l e t e  about 
six h e a r i n g s  p e r  year. If there we re  a t h o u s a n d  of these, you 
can s ee  that it would take a c o n s i d e r a b l y  l o n g e r  p e r i o d  of time 
to f i n i s h  p r o c e s s i n g  the a p p l i c a t i o n s .  S i m i l a r l y ,  there are 
b e t w e e n  50 and 1 0 0’Ag u i l a r  a p p l i c a n t s  w h o  wi l l  have to go 
t h r o u g h  a l e n g t h y  p rocedur e.

I hav e al so e n c l o s e d  for yo ur  i n f o r m a t i o n  an a r t i c l e  regar di ng  
the p o t e n t i a l  impact of a l l o t m e n t s  on such m a j o r  st ate proje ct s 
as the F a i r b a n k s - A n c h o r a g e  intertie. On a l e s s e r  scale, I have 
i n c l u d e d  an a r t i c l e  d e a l i n g  wi t h an a l l o t m e n t  in the small boat 
h a r b o r  in Bethe l.  W h i l e  all a l l o t m e n t s  are no t so s t r a t e g i c a l l y  
place d, these d e m o n s t r a t e  the p o t e n t i a l  p r o b l e m s  w h i c h  m a y  

. r e s u l t  from a fa il ur e to proc e ss  the a l l o t m e n t s  in a timely 
m a n n e r .



If I can be of f u r t h e r  ass is t an c e,  p l e a s e  d o  not h e s i t a t e  to 
c o n t a c t  me.

S i n c e r e l y ,
A L A S K A  L E G A L  S E R V I C E S  C O R P O R A T I O N

O u y - J l -

C r a i g  J. T i l l e r y

C J T / b h  
E n c l o s u r e s



Rural A laska 
C o m m u n ity  A ction  Program, Inc.

10 " a r c h  1983

R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n  
S t a t e  C a pi tol 
P o u c h  V
J u n e a u ,  A l a s k a  99811

Dear P.epresentative Her rmann:

I am w r i t i n g  to e x p r e s s  w h o l e h e a r t e d  support for H J R  28, r e l ating  
to the p r o c e s s i n g  of D a t i v e  all otments.

As y o u r  p r o p o s e d  r e s o l u t i o n  so c a p a b l y  states, C o n g r e s s  c h arged  
the B u r e a u  of Land M a n a g e m e n t  w i t h  r e s p o n s i b i l i t y  for p r o c e s s i n g  
D a t i v e  A l l o t m e n t s  o v e r 10 y e a r s  a g o , and A lask a D a t i v e  a p p l i c a n t s  
have b e e n  w a i t i n g  all that time can ill afford  to w a i t  any longer 
to r e c e i v e  c l e a r  title to their land.

Y e a r s  ago, R u r a l C A P  was i n v olved  in h e l p i n g  A l a s k a n  D a t i v e s  deal 
with the c o m p l i c a t e d  a l l o t m e n t  a p p l i c a t i o n  process. T h o s e  
e f f orts, as well as -our c o n t i n u e d  close c o n n e c t i o n  to rural r e s i­
dents, have m a d e  us k e e n l y  a ware of the s e r ious impacts of this 
u n r e a s o n a b l e  delay, both on indiv i d u a l s  and v i l l a g e  c o r p o r a t e  
l a n d o w n e r s .

K e  m u s t  not a c cep t i n a d e q u a t e  funding as an excuse for p u t t i n g  
the l e g a l  r i g h t s  of A l a s k a n s  on the back burner. H o p e f u l l y ,  
p a s s a g e  of this r e s o l u t i o n  will h e l p  c o r rect this injustice. A 
formal s t a t e m e n t  of p o s i t i o n  on this issue by the S t a t e  L e g i s l a­
ture on behalf of its c i t i z e n s  is long overdue. D e  s t r o n g l y  
e n d o r s e  and e n c o u r a g e  p a s s a g e  of HJR 28 as that p o s i t i v e  step  
f o r w a r d .

S i n c e r e l y ,

R o b e r t  A. Lohr  
E x e c u t i v e  D i r e c t o r

A d m in is t r a t io n  •  P.O. Bo.\ 3 -3908 . A n c h o ra g e , A K  99501-0908  •  (907)279*2511
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and acquisition: a sticky wicket for Susitna
by A.J. (S^CI.in.iiinn
llmrt Dtlirr

N ative land ownership and 
rl.im is 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 19 
square miles —  for the two-darn 
hydro project are expected to 
Marl this summer, says Alaska 
Power A u th m iiy  spokesman 
George Gleason!

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

"W e 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 d iffe r­
ent story,”  said Itny Goodman, 
business consultant lor the Knlk 
village corporation, Knlk Ainu 
Inc.

G ixxlm nn also works as n con­
sultant for the native regional 
i'ui|K)tation Ahinn Inc., which 
manages land lor the village of 
Cantwell w ithin the a r m  of on 
act ess route.

Natives ixtlni out that the Tnl-
• Ilia area was one of those
uniH lraw ii by the U.S. Depart- 
nienl o l Interior for "tleflc icncy”

Day-surgeiy

claim s. Those are areas offered 
to natives who were tinahlc to get 
enough land in the areas of lltclr 
villages or regions because of a l­
ready existing private or public 
land ownership.

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

W hatever the case, the Alaska 
Pow er Authority is going to have 
its hands full in negotiating f r 
I he land.

Olhers who own land In the 
area, or who have cla'm s 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 Ihe 
C l l t l  area.

Acquisition ol Ihe land hy the 
power authority can'l start o ffi­
c ia lly  until the massive Iw odatn 
ptojecl has been approved.

Ilitl hnllt the Alaska Power 
Authority, which Is adm inister­
ing the project, and affected na­
tives for the last two years a l­
ready have been considering just 
how negotiations could proceed.

In the meant in c .  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 lines for proporcd Suiitna dam projeci
least (H m illion cuhlc yards of fill 
m ateria l, said Gleason. Officials 
sny the cost could rntiRC any­
where from  25 ccnls to 21 for 
each cuhlc ynrtl.

The power nu lhorily  has hired 
a consultant whose work w ill In­
clude a study ol the sand and 
gravel Issue In figure mil |usl 
who owns s|iecillc parcels of land

which could be used (or sand and 
gravel e x lra illo n .

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 Ihe regional corpo­
rations.

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

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 d iffer­
ences and offer a proposal lo 
Congress.

Gleason said the money lo  pay 
for the sand and gravel probably 
w ill Ire put Into a trust account, 
where II w ill rem ain until the un­
lives agree oil who owns Ihe re­
source.

Another land claim  In Ihe dam 
nren-ls hy n na livc group called 
Gold Creek Inc., which Is recog­
nised In (lie Alaska N alivc 
C laim s Settlement Act ns a |x>-

tcnlial native group. Thai 
of uhout I t  people Is cl 
about two square m l es 
the Intcrllc corridor, ai 
claim  Is pending befoi • I 
of Indian A ffa irs  and tin. I 
o l Land M anagem ent.

And some of the land 
area —  claim s for a hail 
parcels w ithin the urea of I 
rhorage/Fnirbanks In lcrll 
being claim ed by individi 
"native a llotm ents." 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 
Ihe act.

Although It was repea 
the Alaska N alivc  C laim s 
rncnt Acl of 1971, the Itiir 
Land M anagem ent is si ill 
to process thousands nf 
rncnt applications.

The power nu lhorily  
have the n u lh o rily  to coi 
land (or the projeci llscl 
Itn icc Bedard, a native 
specialist lor the power i 
lly . lin t for the In lc rlic  it 
he tricky business to co. 
land, because It w ill Invol 
gullntlons with the III A.

Because the IIIA  hob 
native allotm ent l-n rls  li 
lor unlives until Ihe land 
vcycd, condemnation wm 
volvc much more red la,

$ f * f i i s a n r t n a n r  t i t a n

r
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the ground. Boyette said 
that the City also agreed to 
compensate" Crow for any 
damage done to the vessels 
during the attempted move.

In the interim, Andy 
'Hicks, a marine surveyor 
working for B.J. Logan and 
Associates of Anchorage, 
came to Bethel'to evaluate 
the tw o barges .'B oyette  
described ' Mr. Hicks' 
r  awling through the vessels 
to arrive at an estimated 

i value of S I8.000 for the two: 
S15.000 for the W idow  
Maker and £3.000 for the 
Akiak

After'two days of un­

successful efforts at 
thawing the ground around 
the barges, the c ity  crew 
brought in a Terex to at­
tempt to lift the barges out 
of their frozen slough bank. 
When that didn't work, the 
crew brought on their D-S 
Caterpillar tractor, to try to 
shove the vessels out of"the 
ice. This attempt also failed,

• with the result that the 
•barges broke into pieces.

The City crew gathered the 
broken wood into a pile and 
faced with the choice of 
collecting it all and hauling 
tire shards to the dump, or 
burning the wrecked hulks

on site, the crew elected to 
bum  the boats.

Fire Chief Mark Barker 
was not informed of the 
burning, nor were any fire _ 
department personnel in­
volved in the blaze. "Im .-.j

According to Boyette, 
he informed Alice Cmw'and 

"Myron Angstman as soon 
as he heard the news of the 
burning. Bruce Crow, he 
said, was in Chauthbaluk 
that Friday. When he retur­
ned. finding his barges, bur-. 
ned. Crow reportedly called 
the police.

Negotiations between 
the City and Crow continue. 
"The C ity  did it," said 
Boyette. "The City accepts 
responsibility," he said.

Buttcane claims City is 
being “extorted” by feds

the site of the small lioat 
har'-. r, now under construc­
tion. • ' _

."I feel as though we're 
,  C C t u u  a  U U C U U U H  V i  a  trait being bribed, blackmailed 
. . Native allotment filing  o n . ̂  to

Thc mood of the Bethel 
dty council was indignant 
Friday afternoon, at a 
special council meeting to 
settle a question of a neu

2 fe/fj

Lvif- C i t y  N e w s  f r om  p ag e  1

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- 
do ts 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 
■BLM 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 

I had eroded, leaving only 
about 100 feet of riverfront

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 

PIum lurn lo pig* 22

EXTORTED
allow condemnation to take 
place in a relatively short 
period of time. ; • ;  

j —2. State condem -' 
nation. Same rs above.

—3. Land ex chi net- 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

f rom  p ag e  19 ' '* ~
'-V •• r  V . 'C

required. <'V* — •• i.
'-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.

—5. Land exchange of 9 
acres for the required 4.5 
acres plus a cosh exchange 
of £5,000.
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Lost S.U.OTx.̂ L©D.t̂  : 
boat biimmg TLSL 
plague Harbor’

t

Two thorny 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 • 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
cupying o -small portion of 
the project site, across 
Brown Slough, in Louse 
Town. * V

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 with j i  -legitmate 
’. . .  " '. i -T •

»»«t\m>top*g*29

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

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

According to several
ds upriver from Crow and . estimates compiled by City
C n nfl n t n in n n n a M t in n a  ^  T"l ?___4__ ___

p r o j e c t

z tsi'v- :>«$.-
b y  R i c h a r d  Golds te in  

‘.--'■ •w--iv* js>4tr.-:*
thoniy legal . .  .... BNC had received in-

Sons' fishing operations.
Only about 100 squsre 

feet of the allotment ap­
peared to fall within the 
harbor prr ject 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

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.

•• .-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

application in 1972. -precedents within the City’s '
*• Honey and Blome then' y - history to support his claim, 

re-drew the allotment to As the negotiations
, conform to Nelson Nicolafs began ; to break down, 
I, specification^,"increasing *5 Richard 'H oney/Ihe local 

the sue of the area to seven • “P IA  representative for 
and one half acras, about rsalty, suggested that his
four and-one-half acres ’of client.' would accept, a*
which now falls within the straight re-ih settlement -of 

•small boat -harbor jp r o je c t . .$ g  a square' foot,'or about 
The federal • government. $1.2 million'for his land..
then informed the City and '“*' Although was one
the Corps, partners in the S3 ‘ , (if'' the 1 six'"alternatives'
million project,. -----
L'' By the end of last week,1 
the ;Cotps' was-'threatening'
to-pull out of the project' 
altogether if the City did not 
resolve its problem with the 
allotment bolder. Acting

aifgeed to by all parties, the' 
buy-out price was euite s bit 
more than .the City .had 
bargained for. ;;'V  -

•’.L  As a result'd" the iia-. 
passe. Honey and Bruce 
I-andon. an attorney from

quickly, the City drafted six _..the Solicitor General’s Of-..,
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 

■ City. the -Oitv would grant

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

Construction excavating the 
harbor site. •• • -. ^

' . .. And according to Mr,
Boyette, the Corps has been 

i mollified and has withdrawn 
' its deadline for resoluti jp of 

-the allotment dispute.- ~  ”
| “ "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 
tw o 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  -  “ Vv*

Boyette.-, said - that 
•Bethel' Police Chief Tom 
Varnell alet informed the 
family e.l. about the'same" 

'tim e, and City Planner 
“  Stigf 11 took a map of the 

prop ised project to show- to 
two memoers of the Louse 
T-vti Development Cor- 

■jx on: Louie Andrew and

til, c--£Wi~
Bruce Crow. " '-t-1 r-

In addition, according 
to Boyette, Public Works 
Director Gary Volkman also 
told the Crow family, that 
the barges had to he 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- 

vded up the Louse Town 
Slough. ..! ! -

• With the start-up of 
- work 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 

' P t o t s e  C um  to  p a g e  30  **'



>

* -  3  

~  a | “
2:5=^
■MIS

2^5 5“-=
a ij-= = £

*■ =  -2  — m £ ™
2 1 = 1  ̂

s l l 1 < 'P ka 2  tj “  >> — 3

_• = = si'c- * § s -
SS.-S13 gljl§-.2

i s . l l i i !

Ii5i22 -^|;

I I 1 1 2 e5  CS w  C .

B I A  f 1-0-*1 p a g e  1

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 l-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 N ative  
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'^in 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-
C i v ^ ^ ' r , p  t

But with one problem I 
solved, the City still has to : 
grapple with another har- i 
faor-related pro b lem :  i 
replacing the two’ 60 foot by j 
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 r^n 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 assum ing 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 Ioose~at least in one 
-r«ro \yhiie pushing on the 
barges with the Cat, the i 
barges began to break up. 1 
The crew pushed the | 
wooden hulks into a heao 1 
and reportedly burred the i 
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  m a r in e  s u r v e y o r  
hired b y  th e  C ity  to  assess 
the w o r th  o f th e  barges 
h—for" ?-*«-' '.-p-rt burned

813.000. W h e th e r the C ity  
can replace che tw o  vessels 
•or chat a m o u n t o f more-.* is

1 ' . . . . .  —

few  r e p la c e m e n t barges 
available _o the D e lta  at



Natives take
» ‘ ? I " . r •

land claims
• ■ . >  .

to high court
by A.J. McCIanahan 
TIidm W rU if

Southeast Alaska natives are 
attem pting a last-ditch effo rt to 
gain title  to m ore than 200 par­
cels of land they believe i . e  
rightfully  theirs.

The governm ent 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 N inth Circuit Court 
of Appeals. E ven  so, Alaska 
Legal Services A ttorney Craig 
T ille ry  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 N ative A l­
lotment Act which authorized na­
tives to obtain restricted title  to 
parcels o f up to 160 acres for 
each person. T itle  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)  

w ith the Bureau of Indian A f­
fairs. The allotm ent land essen­
tia lly  belonged to the natives, but 
they needed to obtain B IA  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 N ative C laim s 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 
rem ain pending before the Bu­
reau of Land Managem ent.

G etting the Supreme Court to 
take the case is no easy task.

" Y o u  not only have to con­
vince them  you're  right, but that 
It's im portant," T ille ry  said.

i t  is to the natives.
If  the Supreme Court does not 

rule in their favor they w ill lose 
their claim  to the land, T ille ry  
said. "T h e y're  also losing their 
link w ith their past, their herit­
age," he added.

The case involves approxim a­
tely 32,160 acres of land in South­
east Alaska, located in the 
Tongass National Forest. That 
am ount 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 
A lbert Shields Jr. of Juneau in a 
class action suit for about 200 na­
tives. It stems from  a native a l­
lotm ent application filed by B IA  
for Albert Shields Sr. In 1972.

T w o years after the applica­
tion, the bureau of Lana M a n ­
agement made a field exam ina­
tion of the application and found 
that the land was w ithin the 
Tongass National Forest. The 
bureau's report stated that

Shields had c-e d  th t-lan d  exten­
sively, but that his use did not 
predate the fore *

The I.S. 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 J r . '  / be sub­
stituted as p lain tiff. *

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 n u d e  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. •», 

T ille ry  said the case also w ill 
affect natives who have allo t­
ments in the Chugach Notional 
Forest.

The natives' brief w ill be filed 
w ith the U.S. Supreme Court by 
the end of next m onth. T ille ry  
said he expects word on whether 
the high court w ill hesir the case
bv early this summer. ^   _____
f' liTa related development, nine 
Dem ocratic state repn.'en ta- 
tives have introduced a resolu­
tion in the legislature, calling on 
Congress to increase B L M  f i­
nancing so that allotm ents can 
be conveyed w ithin 10 years.

B L M  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 Herrm ann, 
D -Bristol Bay; Albert P. Adams,

I D-Kotzebue; John G. Fuller,
I D -N om e; Peter Goll, D -Haines;
I V em on L. H u rlb en , D-Sleet- 
J m ute; Tony Vaska, D -Bethel;
I Fred F. Zharoff, D -K odiak; Ben 

Grussendorf, D -Sitka; and Don 
1 Clocksin, D-Anchorage.
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(Continued from Page One) 
pass before all the surveys me . 
conducted.

If the surveys arc conduc­
ted nt the rale planned for 
next year, Eickbusli said 20. 
years could elapse. . : '•"*
• The cadastral office has al­

tered and marie mote effic­
ient the mc'ltods It uses lo . 
conduct survey-: for the coming 
years. Eickbusli said that Ids 
surveyors plan 'on surveying 
500 parcels in the Point Hope, 
Galena, Anvik, anil Eagle* 
Norllnkay areas in the coming 
year.

Until lids year, the survey­
ors tcmlcd lownrd .1 n .moio'■ 
scattered approach and sur­
veyed parcels throughout the-1 
stale as those parcels :were; r, 
cleared for survey '"■bjf)jl|llici|.' 
OLM's adjudication Office..'
The regional survey method * 

will allow the cadastral'office 
to get 'more for its money’ 
try focusing on gcnctnl mens 
and saving i ravel it' costs ' and I,, 
time, , v,il;

In nine years, the cntlas(i.il 
office lias conducted surveys 
on 1,063 par’.els'of land. 
Allotment requests have been 
filed hy abort 9,000 people 
who arc seeking about 13,381 
land parcel!..

Under the 1906 Land Allot* 
rncnt Act. petitioners can seek 
up to 160 acics of land divided 
in up to four (liffcienl parcels.

Eickbusli says that It takes 
from one In foui days to snr-

r m m - v
i- .Another problem fouling no 
the. works in the land alio’.- 
rncnt conveyance procedure ,’s 
the Stale of Alaska which filed 
blanket appeals lo thousands 
of Native; allotment petitions

to -5,000 allotments on day 
180 of the appeal deadline, 
lie says. •
I'.:' ANILCA c, alfo required ' 
that the agency npptniing tlic 
allotment specify Ids, her or

after jlui passage.of.tlic Alaska .Its reasons for. objections but 
National V.Intcrcsl Lands' Act the’ stale obviously couldn't 
(ANILCA),! according to-one'j.t 'nor, did 'it 5— -,r - '- —  
ailbrtidyi' ■ d’-j j.'.i-i'.v T... Vr • case,;lie Says.
•,+ ,Don Mitchell, a former Alas--v;;y No one,’ ho 
ka Legal,Service! torn, attor*: fl\the St; ‘ 
ncy iwho worked on ANILCA '-v- matter, 
passage.: In'. Washington D.C., A M o r r  
and now. woiks for the Alaska • . filed all
Ecdcralion of • Natives)',' said;-;.’ the 19' 
tlinl ANILCA stipulated; limtjj'i'hn nmnzlng ntintlibr of 
allotments' .which •••were'',: iiot/AU,Which were.brought nl
oMitouU.I lol nli.imiA «a I I I I, lit ‘ I (1 i •! 1 'lltA /«! rtf I I \ A Dili

•. > V  W « '  . • •

‘ ■MOWING FUR

(IU. MUST GO

,, .... , boWcvcr, has taken
ka. Legal ,Service! torp. attor-: rl ’.the State to court over this

i.,a.i.-,i r,.. a mu r>* ••.*.5. — -((cf, Milcltcli said. t
Mote than 8,000 people 
allotmcnl petitions during 

the 1970s allotmcnl drive - 
requests 
about by,- •

nppcnlctl by nhyoiie,wltlilu'l80,‘'̂ '-Ihc efforts of Ihe Rural Alas- 
days "of,AfalLCA's,' .passage ka Community Action Pro- *

.dcarcrL. to.! survey',--i •'pram .under, the direction of 
llcngc''could; lie Ilyroh ; Mallott;-,thcn . John 

j it Sblvcly.'iV • y j i •• • ... ••
".Tlic'JSlJilvlblalid (lie imr" '' Many of the allotments we, i *' 
Icltt",'of,'the Ahlll.f.'A'legist,L',.; filed •.villi volunteers from the, 
lion, however, when It'filed*'! village! who were trained hy 
blanket appeals'; I o' I he <1,000 RiirAL CAP employees.

 ........  w in

■ Unfortunately, says Shively 
who now works with NANA 
Development Corp., in such a 
massive effort, with so,many, 
volunteerworkers, problems 
will crop up niid more than, 
100 petitions were found In 
three villages several years after 
Ihe allotment drive was ended 
and the'deadline for filing al­
lotment petitions was /.long 
past; , V *• *• *;

The allotments couldn’t be.1 
filed after the signing of the.. 
Alaska Nalivc Claims Settle­
ment Act on Dee. 18, 1972, ' • ' 
. i Three groups of petitions 
were found In Hie nlllc of 
a building, which formerly
I . * • ' '* . I

housed a Nome RurAL 
office; in the home of 
volunteer In Quhilingnk, and 

': Others were sent back lo the 
/ village of Akiachak with the 
•j promise that RurAL CAP or 
Dl A * workers-would follow to 
help ' straighten •them 

■ :The workers never showed 
...'and the petitions were kept
'.village files for years. : ' ,
V  •" •: :,V*.. *,- .■ *.
’ ■■•'When* (he petitions 'were 
. brought'', to light, the Alaska 
. Legal Services Hied a class* 
..•action, suit oit behalf of fanny 
.; Harr, one of the ShtsliniAirf pc* 
lltloncis whose, request was 
lost in an attic, and others.

:r.SHAREHOLDERS
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mei»t~Act; petitioners con seeK
u p  t o  16 0  acres o f  lam ' d iv id ed 
in  u p to - f o u r ,  d if fe re n t p a rc e ls .

E ickbu sh . says t h a t  .-it, tak e s 
f ro m - .o n e . to  .four d ay s  t o  s u r - .  
vey j an- average p a rc e l, d e p e n d - . 
ing  o n . t h e  ty p e  o f  te r r a in - to  b e - ' ;  
su rv e y e d ’—^ .  • * ' • !  i ;t*

.. .. E a c h ;?  su rvey-v .co sts £ ;a b bu t- ._  
S 8 ,0 0 0 - tc  ju s t - s u rv e y jy i tH j th e  
to i a ir f ie ld , e x am in a tio f^ -ad ju d i-v .

. c a t i o a  an d  p a p e rw o rk  .ru n n in g  --, 
a b o u t i  5 3 0 ,0 00  p e r -  a l l o tm e n t ’., 
fo r a l lp a rc e ls , h e e s t im a te s .T L jp '

"  .-.The.'age-old p ro b lem  o f  lack  . 
o f - fu n d s - - a ls o  c ro p s  u p .y  ally 
in th e^ o ff ic e . A cco rd in g  to  te s - 

. t im o n jT j 'p re s e n te d  a t . m an y  - 
” h e a r in g s  on th e  a l lo tm e n ts  fo r 

th e  - p 3 s t .four d e c a d e s , C on - 
.g ress m a  rely has f u n d e d ' ’h e  •• 
a l lo tm e n t, p rocess to  a n y w h ir e  
n e a r th e  am oun t n e ed ed  to  s j f- * 
f ic ie n tly  carry  i t  o u t .  ’.

P rev io u s  • a llo tm e n t, jo f f ic e r s - 
' te s t i f ie d  th a t re q u e s ts  fo r ad d i- - 
t io n a l -m o n e y  w ere g en era lly  

"  ig n o red . . ■ - •.
T h e  reason th a t R u rA L  CAP 

b e c am e  involved in '. t h e  a l lo t­
m e n t drive w as b e c au se  n e ith e r  
th e  B IA  .o r BLM . .h a d  su f­
f ic ien t m on ey  to  g o . .o u t  to  
w o rk  • on th e  a l lo tm e n t re- 

.q u e s t s . ; ' '•
: T o d a y  is no  d if f e r e n t .  ' : •

E ick b u sh  say's th a t h is  o ff ic e  
re q u e s te d  S15 m ill io n  for th e  
c u r r e n t federa l b u d g e t y e a r b u t  
rece iv ed  o n ly  SS m illio n  fo r  
th e  y e a r .  T h a t S£ m ill io n  m ust 
also p a y  for o ff ic e  su rv ey s o f  

•Alaska s ta te  land  w ith d raw a ls , 
v illage w ith d raw a ls -a n d  m an y  
o th e r  p rog ram s s o ' th e  p iece 
o f  th e  ‘‘b u d g e t p ie ” rem a in s  . 
in su ff ic ien t to  get tne jo b  
d o n e .
- . E ick b u sh  said t h a t - if  m o re  
m o n e y  w ere to  be a l lo c a te d  — 
and  w ith  th e  fed e ra l b u d g e t 
b e lt- t ig h te n in g  th e  w ay  it 
is, th a t d o e sn 't  lo o k  lik e ly  — 
he w o u ld  c o n tra c t w ith  p riv a te  
su rv eyo rs  to  d o  th e  w o rk .

fill MUST GO

I ;. ?** ~ . :"• ! • ’ *v
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A N A L Y S I S  OF H O U S E  J O I N T  R E S O L U T I O N  NO. 38

" S u p p o r t i n g  a l t e r n a t i v e s  f o r  the 

m a r k e t i n g  of N o r t h  S l o p e  G a s . "

T h i s  r e s o l u t i o n  is a s i g n a l  of  s t r o n g  s u p p o r t  f o r  a t r a n s p o r t a t i o n
s y s t e m  to be c o n s t r u c t e d  f o r  A l a s k a n  N o r t h  S l o p e  Gas. It s u p p o r t s  

and  e n c o u r a g e s  s a l e s  of A l a s k a n  gas to all p r o b a b l e  m a r k e t s  at 
h o m e  an d a b r o a d ,  a n d  c a l l s  f o r  all s t a t e ,  f e d e r a l ,  and C o n g r e s s i o n a l
a g e n c i e s  to g i v e  eq u a l  s u p p o r t  and  a s s i s t a n c e  to a n y  s y s t e m  t h a t  will

c a r r y  o u r  gas to m a r k e t .
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UNITED STATES DEPARTMENT OF COMMERCE 
The Under S e c r e t a r y  f a r  In te rna t iona l  T rade
Washington. D.C. 2D230

MAR 7 1983

H o n o r a b l e  J o h n  J. C o w d e r y  
S ta t e R e p r e s e n t a t i v e  
S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  9980 1

Dea r Mr. Cowdery:

r‘AR I 4

T h a n k  you for your c a bl e  to P r e s i d e n t  R e a g a n  r e g a r d i n g  A l a s k a n  
re source s.  Th e wh it e H o u s e  h as  ask ed  me to respond.

arV . v i s i t  to

. ..... .......... J p r l & g g :G r o u p  o p - E n e r g y  to e:_
iss ues r a is e d in your te legr am . S e c r e t a r y  Shultz l a t e f  
w i c n  F o r e i g n  Min i st e r A b e  to b e g in  the a r r a n g e m e n t s  on the 
s t r u c t u r e  and a g e nd a  of the f ir st  W o r k i n g  G r o u p  meeting.,. 
>iscussions will inclu de  a w i d e  r a n a e  of issu es incladinc

_________
.ty and d e v e l o p m e n t  of b o t h  nations.

ftfclpa n #  th rough the M i n i s t r y  of I n t e r n a t i o n a l  T r a d e  and I n d u s t r y  
(MITI), has been a c ti ve  in p e r f o r m i n g  a s s e s s m e n t s  of A l a sk a 's  
coal r e s e r v e s  and has .expressed i n t e r e s t  in the p o s s i b i l i t y  oj

.^o^deal
e su p pl i er  of bot h coal an

m

export of A l a s k a n  oil is r e s t r i c t e d ,  but tber/i h a s  bee 
d i s c u s s i o n  in the A d mi ni s t r a t i o n " ' a n d  C o n g r e s S ' a b o u t  

iremoving 'these restrictions?. The ex po rt  of A l a s k a n  oil 
i n v o l v e s  a tra de - of f  of i n su r i n g  the a d e q u a c y  of d o m e s t i c  oi.lv. 
.supplies, and the e c o n o m i c  i n c e n t i v e  to ex po rt  c o m m o d i t i e s  not 
in short supply. We h av e s o u g h t  to b a l a n c e  these o b j e c t i v e s  
w hi l e a d m i n i s t e r i n g  the short s u p p l y  r e g j l a t i o n s  of the Export 
A d m i n i s t r a t i o n  Act (E A A ). . W ^ p w i l l  p ay  c l os e a t t e n t i o n  to this 
issue d u r i n g  the 1983 r e a u t h b r i z a t i o n  of the E A A . This 
A d m i n i s t r a t i o n  is c o m m i t t e d  to i n c r e a s i n g  ,,the ene; 
and i n t e r d e p e n d e n c e  of our a l li es  and tradin g p a r 1

S i n c e r e l y

Lion e l

e c u r i t y

0/
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Departm ent of Energy 
W ashington, D.C. 20585

M a r c h  2, 1983

H o n o r a b l e  J o h n  J. C o w d e r y  
St a t e  R e p r e s e n t a t i v e  
State C a p i t o l  
Juneau,  A l a s k a  998.11

D e a r  Mr. Cowdery:

P r e s i d e n t  R e a g a n  has asked the D e p a r t m e n t  of E n e r g y  to r e v i e w  and 
r e s p o n d  to y o u r  t e l e g r a m  of J a n uar y 18, 1983, in w h i c h  you urged 
the P r e s i d e n t  to e n c o u r a g e  J a p a n  to look toward the ener gy 
r e s o u r c e s  a v a i l a b l e  in Alaska.

juenergi
. During J a p a n e s e  Prime M i n i s t e r

be on i d e n t i f y i n g  and

.S. G o v e r n m e n t  w i l l  be .examining 
U . S .  e n e r g y  trade w i t h ^ ^ g a ^  and the

legisl a t i v e ,  technical, and*-economic c o n s t r a i n t s  to sucn trade. 
"In the c ourse of our d i s c u s s i o n s  with the J a p a n e s e  G o v e r n m e n t ,  we 
p l a n  to make e v e r y  e ff ort to keep the p r i v a t e  s e c t o r  and the 
l e g i s l a t u r e  inform ed of the course of these d e l i b e r a t i o n s  at 
a p p r o p r i a t e  junctures.

%

We w e l c o m e  y o u r  i n t erest in f u rther  d e v e l o p m e n t  of U.S. e n ergy  
r e s o u r c e s  and in such c o o p e r a t i v e  e f f orts as we now have u n d e r­
taken w i t h  Japan.

Sincerely,

Pr i n c i p a l  Deputy A s s i s t a n t  S e c r e t a r y  
for I n t e r n a t i o n a l  A f f a i r s
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D a t e :
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K E N A I  P E N I N S U L A  B O R O U G H  

R E S O L U T I O N  83-34

A P P R O V I N G - A N D  E N C O U R A G I N G  C O N S T R U C T I O N  O F  THE T RANS A L A S K A  GAS

i

WHEREAS, the Trans C a nada Gas P i p eline for^ delivery of 
A l a s k a n  gas to M i d w e s t  m a rkets has not p r o v e d  fe asible so as to 
get n e c e s s a r y  const r u c t i o n  financing; and

WHEREAS, the result is that the gas is not b e i n g  sold to the 
d e t r i m e n t  of the A l a s k a n  p e o p l e  and the State of Alaska; and

t

W H E R E A S , the G o v e r n o r’s E c o nom ic Committee has filed a 
r e por t dated Januar y 1983, s e t ting forth the economics of a Trans 
A l a s k a  Gas S y s t e m  as an a l t e r n a t i v e  for N o r t h  Slope gas w h i c h  
w o u l d  result in c o n s t r u c t i o n  of a pipelin e for gas to tidewater 
in the Nikisk i area; and

W H E R E A S , the oil and gas i n f r a s t r u c t u r e  is a l r e a d y  in place 
in that area w h i c h  could be d e v e l o p e d  to u t i l i z e  gas from the 
North Slope; and

he x^est coast of the United States in o rder to reduce 
in our b a l a n c e  of ty^de w i t h  those n a t i o n s  and to 

U n i t e d  States economy;1

WHEREAS, use of this gas w i t h i n  the State and

N O W  THEREFORE, BE IT R E S O L V E D  BY THE A S S E M B L Y  OF THE K E N A I  
P E N I N S U L A  BOROUGH:

N o r t h  Slope
Ni k i s k i  area

proves, encourages, , 
tie c o n s t r u c t i o n  of

P r u d h o e 'Bay area to 
Pe n i n s u l a  B o r oug h as 
E c o n o m i c  Committee.

P e n l p s u

t i d e w a t e r  in the 
e n v i s i o n e d  in the report by

h he; 
fldf

•S'~ from "‘'‘’the 
Oifv the K enai 

the G o v e r n o r 's

Section 2 . That the Clerk of the K e n a i  P e n i n s u l a  Borough  
distri b u t e  copies of this r e s o l u t i o n  to P r e s i d e n t  of the U nit ed  
States R o n a l d  Reagan’, U. S. Senators Ted Stevens and Frank

K e n a i  P e n i n s u l a  B o rough  
R e s o l u t i o n  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 
i m m ediately after its adoption.

A D O P T E D  BY THE ASSEM B L Y  OF THE;. KENAI PENINSULA BOROUGH ON
THIS 1st DAY OF Fe b r u a r y 1983 .

j i / c
Ddnald L. M c C l o u d , .Assembly President

ATTEST:

b o r o u g h  Cl ■> •

K e n a i  P e n i n s u l a  B o rough  
R e s o l u t i o n  8 3 - 3 A 
Page 2 of 2 Pages



ALASKA CONGRESSIONAL DELEGATION

Senator Ted Stevens 
Senator Frank Murkowski

F O R  I M M E D I A T E  R E L E A S E

W A S H I N G T O N — S e n a t o r s  F r a n k  M u r k o w s k i  a n d  T e d  S t e v e n s  ha ve  

u r g e d  C o m m e r c e  S e c r e t a r y  M a l c o l m  B a l d r i g e  to recom me nd ' 'r e vi s io ns  

in t h e  E x p o r t  A d m i n i s t r a t i o n  A c t ' s  r e s t r i c t i o n s  on  the export: o f  

A l a s k a n . c r u d e  oil;?*

B a l d r i g e  is c u r r e n t l y  r e v i e w i n g  the act, w h i c h  is s e t  to 

e x p i r e  .in S e p t e m b e r ,  a n d  t he  A d m i n i s t r a t i o n  w i l l  s o o n  b e  f o r w a r d i n g  

to C o n g r e s s  i t s  r e c o m m e n d a t i o n s  f o r  r e n e w a l .

" W h i l e  I h a v e  y e t  to  e n d o r s e  a n y  s p e c i f i c  p r o p o s a l ,  I r e c o g n i z e
*

t h a t  n o w  is t h e  t i m e  to b e g i n  the l e n g t h y  p r o c e s s  of r e m o v i n g  

f e d e r a l  r e s t r i c t i o n s  a n d  p r e p a r i n g  for the p o s s i b i l i t y  oi f u t u r e  

e x p e r t s  of A l a s k a n s  o i l , "  s a i d  M u r k o w s k i .

" U n d e r  t h e  e x i s t i n g  E x p o r t  A d m i n i s t r a t i o n  Act, a n y  o i l  e x p o r t  

f a c e s  a n  u p h i l l  b a t t l e  for a p p r o v a l  in C o n g r e s s .  R e v i s i n g  the la w  

w i l l  r e m o v e  t h e  f i r s t  r o a d b l o c k ,  b u t  w e  s ti l l f a c e  the 

r e s t r i c t i o n s  i n c l u d e d  in the T A P S  A u t h o r i z a t i o n  A c t , 91 M u r k o w s k i  added.

Sen. S t e v e n s  said, "The a d m i n i s t r a t i o n ' s  p u b l i c  s u p p o r t  in 

e x p l o r i n g  t h e s e  i s s u e s  b e f o r e  C o n g r e s s  w o u l d  be an i m p o r t a n t  s t e p  to ward 

t he  r e l e a s e  of A l a s k a ' s  oil to the free  m a r k e t . "

- m o r e -
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"We h a v e  u r g e d  S e c r e t a r y  B a l d r i g e  t o ' m a k e  an e a r l y  r e c o m m e n d a t i o n  

o n  l i f t i n g  t h e  ci? 'e xport ban. A n y  f i n a l  p r o p o s a l  on the e x p o r t  

o f  A l a s k a  o i l  to J a p a n  w i l l  h a v e  t o  i n c l u d e  a p r o v i s i o n 'that o n l y  

U n i t e d  S t a t e s  s h i p s  can c a r r y  oil f r o m  t h e  P r i n c e  W i l l i a m  

S o u n d  a r e a / "  S t e v e n s  said. "It is a l s o  a p p a r e n t  th a t s u b s t a n t i a l
t

r e v i s i o n s  in J a p a n e s e  e x p o r t  p o l i c i e s  w i l l  h a v e  to ta ke  p l a c e  

b e f o r e  t h e  e x p o r t  of  A l a s k a  oil w i l l  be  a c c e p t a b l e  to C o n g r e s s . "

T h e  E x p o r t  A d m i n i s t r a t i o n  A c t  w a s  a m e n d e d  b y  C o n g r e s s  in 1979 

to t i g h t e n  r e s t r i c t i o n s  o n  r e s o u r c e  e x p o r t .  U n d e r  the law, any 

n e w  o i l  e x p o r t  m u s t  be e x p r e s s l y  a p p r o v e d  by b o t h  h o u s e s  of 

C o n g r e s s .

T h e  T r a n s - A l a s k a  P i p e l i n e  S y s t e m  A u t h o r i z a t i o n  A c t  r e q u i r e s  

t h e  U.S. S e n a t e  a n d  the H o u s e  of R e p r e s e n t a t i v e s  to d i s a p p r o v e ,  

r a t h e r  t h a n  a p p r o v e ,  an y n e w  e x p o r t  w i t h i n  60 d a y s  a f t e r  

b e i n g  p r o p o s e d  b y  the P r e s i d e n t .

In t h e i r  l e t t e r  to B a l d r i g e ,  t he S e n a t o r s  said t h a t  the f a c t o r s  

w h i c h  l ed to t h e  t i g h t e n i n g  o f  the E x p o r t  A d m i n i s t r a t i o n  Act b a n  on 

f o r e i g n  s a l e s  of c r u d e  oil are n o t  t he same today. M u r k o w s k i  and 

S t e v e n s  s a i d  t h a t  the i n t e r e s t  in c r u d e  o i l  e x p o r t  expressed/-by 

t h e  U . S . - J a p a n  E n e r g y  W o r k i n g  Group, as w e l l  as c h a n g i n g  w o r l d  o i l  

s u p p l y  a n d  d e m a n d  d y n a m i c s  p o i n t  to a p o s s i b l e  c h a n g e  in the

A d m i n i s t r a t i o n ' s  p o s i t i o n  on o i l  e x p o r t .
"If a c o n s e n s u s  d e v e l o p s  in the n e a r  f u t u r e  that f a v o r s - e x p o r t ,  

w e  w o u l d  n o t  w a n t  c o n s i d e r a t i o n  of t h i s  i s s u e  to b e c o m e  i n f l e x i b l e  
b e c a u s e  t h e  e x i s t i n g  E x p o r t  A d m i n i s t r a t i o n  A c t  w a s  a l r e a d y
u n d e r w a y , "  t h e  S e n a t o r s  wrote. "We h o p e  y o u r  r e c o m m e n d a t i o n s  r e g a r d i n g  
t h e  E x p o r t  A d m i n i s t r a t i o n  A c t  w i l l  h a v e  f l e x i b l e  parameters, and a m p l e  
l a t i t u d e  for f a r - r a n g i n g  and c o m p l e t e  d i s c u s s i o n s  of t h i s  issue," 
t h e y  c o n c l u d e d .

il il li 11 U
r, tt t: r  r  ^

F o r  further, . i n f o r m a t i o n : J a n e  R o b b i n s  (202) 2 2 4 - 6 6 6 5
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t h a t  d o g g e d  th e  e a r l i e r  oil p ip e lin e . 
B u t i ts  m a in  p ro b le m s  h a v e  b e en  a  
s h a r p  ju m p  in  c o s t e s t im a te s ,  f ro m  
a n  o r ig in a l  $10 b illio n , to  $43 b illion  
o r  m o r e ,  a n d  th e  c o n se q u e n t n e ed  
to  p a s s  th e s e  c o s ts  on to  c u s to m e rs .

In  p a r t ,  th is  h a s  b e e n  a d d re s s e d  
b y  th e  c o m p a n ie s  a n d  A la sk a  in  a  
v a r i e t y  o f p la n s  to  m a k e  th e  c o s t o f 
g a s  r e l a t i v e l y  s t a b l e  th ro u g h o u t 
t h e  p r o j e c t  r a t h e r  t h a n  “ f r o n t -  
lo a d in g ” th e  c a p i ta l  c o s t . A c co rd ­
in g  to  s t a t e  o f f ic ia ls , th is  co u ld  c u t 
t h e  o f t e n - c i t e d  p r i c e  o f  $18 a 
th o u s a n d  c u b ic  f e e t b y  60 p e rc e n t  
in i t ia l ly . T h e n , th e  c o s ts  w ou ld  b e  
s p r e a d  o v e r  y e a r s .

" E v e r y b o d y  h a s  to  b e  a  p a r t i c i ­
p a n t  in th is  le v e lin g  p r o c e s s ,” one 
oil c o m p a n y  o ff ic ia l s a id , im p ly in g  
t h a t  p ro d u c in g  c o m p a n ie s  would 
p r o b a b ly  h a v e  to  m a k e  c o n c e s ­
s io n s  on  th e  w e llh e a d  p r ic e  th e y  r e ­
c e iv e d  fo r  th e i r  g a s  a s  th e y  a sk e d  
b a n k s  to  w a i t  l o n q e r  f o r  t h e i r  
f in a n c in g  p ro f i ts .

C o m p a n i e s  a r e  a l s o  d e v i s in g  
w a y s  to  r e d u c e  c o s ts  o f c o n d it io n ­
in g  th e  g a s  an d  b u ild in g  p ip e lin e s . 
N o n e th e l e s s ,  a g ro w in g  b o d y  of 
o p in io n  s e e m s  lo  h o ld  t h a t  th e  p ip e ­
l in e  m a y  b e  d e a d .

“ W hen  A N G T S  w a s  a p p ro v e d , 
th e  n a tio n  w a s  s u f f e r in g  a s e v e r e  
n a tu r a l  g a s  s h o r t a g e  b ro u g h t on by 
w e llh e a d  g a s  p r i c e  c o n t r o l s ,” s a id  
a r e c e n t  r e p o r t  p r e p a r e d  fo r  A la s ­
k a  b y  B o o z , A l le n  & H a m i l to n .  
" C o n s e q u e n t ly ,  t h e r e  w a s  s t ro n g  
i n t e r e s t  in  b r in g in g  A la sk a n  g a s  
a n d  o th e r  s u p p ly  s u p p le m e n ts  to 
m a r k e t .  N ow , h o w e v e r , th e  d o m e s ­
t ic  n a tu r a l  g a s  s u p p ly -d cm a n o  p ic ­
t u r e  h a s  c h a n g e d .”

A c c o r d in g ly ,  tw o  f o rm e r  g o v ­
e r n o r s  o f A la s k a , W a l te r  J .  H ic k e l 
a n d  W ill iam  A . E g a n ,  a r e  p u sh in g  
a n  a l t e r n a t i v e  u n d e r  th e  a e g is  o f a 
s p e c i a l  c o m m i t t e e  a p p o in te d  to  
s u g g e s t  s o lu t io n s . T h e y  a d v o c a te

' A l a s k a  N a t u r a l  G a s  

T r a n s p o r t a t i o n  S y s t e m
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b u ild in g  a n  820-m ile p ip e l in e  f rom  
P ru d h o e  B a y  to  th e  p o r t  o f K en a i, 
A la sk a , a n d  th e n  l iq u e fy in g  th e  g a s  
fo r  s h ip m e n t to J a p a n  b y  ta n k e r .  
A c c o rd in g  to  th i s  v iew , A la sk a n  
g a s  c a n  p ro b a b ly  n e v e r  b e  c o m ­
p e t i t iv e  in th e  I ow v r 48, a n d  i ts  
n a tu r a l  m a r k e t  i t  J a p a n .

A d v o c a te s  o f th is  p la n  s a y  i t  w ill 
le s s e n  th e  U n ite d  S t a t e s ’ $20 b illio n  
p a y m e n ts  d e f ic i t w ith  J a p a n ,  p r e ­
v e n t th e  S o v ie t U n ion  f ro m  c a p , ' • 
in g  a la r g e  ch u n k  o f th e  J a p a n . s e  
g a s  m a r k e t—as  it h a s  in E u r o p e — 
a n d  c o s t $18 b illio n  le s s  th a n  th e  
l in e  th ro u g h  C a n a d a .

P e r h a p s  m o s t im p o r t a n t  f ro m

A la s k a ’s p e r s p e c t i v e ,  th e  a d v o ­
c a te s  s a y , th e  s t a t e  co u ld  f in a lly  
p r o f i t  f r o m  w h a t  i s  p e r h a p s  i ts  
r ic h e s t r e s o u r c e .  T h is  is a n  e s p e ­
c i a l l y  im p o r t a n t  a r g u m e n t  b e ­
c a u s e  A la s k a 's  o il r e v e n u e s  w ill 
b eg in  to  d e c lin e  s h h rp ly  a t th e  en d  
of th is  d e c a d e  a s  th e  r e c o v e ry  of 
P ru d h o e  c ru d e  b e c o m e s  m o re  d if ­
f icu lt.

'T h e y ’v e  b e en  ta lk in g  ab o u t th e  
p o te n tia l o f A la sk a  fo r  150 y e a r s  
n ow ,” H ick e l s a id  in  a n  in te rv iew . 
"Y ou  h a v e  to  m a k e  s o m e th in g  h a p ­
p en , o r  a  p o te n t ia l  is  ju s t  a b ro k e n  
p r o m is e .”

•t J 9S3 -V. Y. Times News Service



A LA SK A
S T A T E  L E G IS L A T U R E

MEMORANDUM
28 M a r c h , '83

TO: Rep. John C o w d e r y

From: M e rrill  Sik orski

RE: Inform ation 8 costs of d e l i v e r e d  NS gas.

W i t h  capital costs bei n 
latest est

H a m i l t o n  report, 
price to Jap an at

ic from the Booze, A l l e n  8 
ting in 1982 d o l l a r s  the

John, another^ fac_tar that seems a p p a r e n t  after r e a d i n g  the 
article on "Reaflhning of Japan", in last weeks U.S. B u s i n e s s  
Report, is o u r ^ a ' I ^ n a T ^ e c i i r l t y . N a k a s o n e  is p u s h i n g  t o w a r d  
rearming his country. If J a p a n  is as effective as they are 
at e v e r y t h i n g  else they do, they may have quite a m i l i t a r y  
capabi l i t y  by the end of this decade. This is the same time 
that their energy n e e d s  will call for a dditi o n a l  LNG, w h i c h  
will also be a v a i lab le f r^m t he U .S . S . R . w i t h i n  that time 
frame. It would behove T h i s  n a t i o n s  security? to have a 
technological



Co n c l u s i o n s  . . .

THE MAJOR ECONOMIC ADVANTAGE OF TAGS IS THE HIGHER VALUE OF ITS TARGET MARKET —  LNG 

USE IN THE PACIFIC RIM

COMPAmsr A DF MllHFAD BAS VAIUII FOR ARGTS AID TAGS
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BUT. BOTH TAGS AND ANGTS ARE VULNERABLE IN SEVERAL WAYS . . .
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SPECIAL REPORT. /

Reagan  prods, U .  S. business worries, and m any Japanese fume
- •  .  / ------ ’     T n n n n V  i n j n  ^  «For 40 years, the.issue-of defense in Japan 

has been buried in. the radioactive ashes of 
Hiroshima and Nagasaki. Stunned by a 
devastating military defeat in World War II 

. and humbled by the American occupation, 
the Japanese have spent the past decades 
concentrating on business and. trade, leav­
ing the defense of their country almost 

entirely .in the hands of their conqueror, the U.S. Fcr most 
Japanese, pacifism became the only acceptable alternative
when m ilitarism  failed. jaoan's forces are poorly commanded and ill-equipped.

But 38 years after General 
Douglas MacArthur accepted its 
surrender on the deck of the USS 
Missouri, Japan is debating 
whether1it should turn once 
again to arms. In fact, rearma­
ment is destined to be one of 
the key Japanese foreign policy 
issues of the 1980s.

More than anyone, it is the 
Reagan Administration, with an 
eye toward the Soviet Union, 
that is pushing Tokvo to increase 
military spending i .1 assume a 
much heavier defense role. "Ja­
pan is just not bearing its share 
of the defense load," complains 
a high State Dept official. "The 
U. S. is not willing, or able, to 
carry all these burdens alone." If 
the Pentagon has its way, Japan 
would shoulder responsibility for 
bottling up the entire Soviet Pa­
cific fleet within the Sea of Ja­
pan, while helping to patrol vital 
sea lanes to Guam and the Mid­
dle East (map, page 108).

Although Washington has

106 BUSINESS WEEK

been'grumbling for years'about Japan’s “free ride,” it now£ 
has a receptive listener In Yasuhiro Nakasone, who became 
Prime Minister last November. One'of Japan’s most articu- „■ 
late hawks, Nakasone is a former Defense Minister who 
believes a country as economically powerful as Japan should 
play a larger role in its own defense. Unlike his predecessors, 
who bowed to the deep postwar pacifism of the Japanese, • 
Nakasone is ready to challenge all .the taboos on rearmament 
and military spending. His promise, during his January visit 
with President Reagan, to turn Japan into "an unsinkable

aircraft carrier" was a bone-rat­
tling shock to a Japanese popula­
tion used to oblique statements 
from its political leaders.

Yet that was just one part of 
Nakasone’s rearmament cam­
paign. In mid-January,- he led 
the ruling Liberal Democratic 
Party (LDP) in calling for a new 
national constitiitioh' that would 
tear up the “peace constitution” 
written for Japan by MacArthur 
and do away with Article 9, re­
viled by conservatives, under 
which the Japanese pledge to 
"forever renounce war” and to 
"nevqr maintain any war poten­
tial." The same week, Nakasone 
pushed through Cabinet approv­
al of a technology-transfer agree­
ment with the U. S., which 
Washington had sought for 
years. Just days after that, he 
persuaded the LDP to begin re­
viewing Japan's policy of re- 

i striding the export of weap­
ons—a key change if Japan is 
going to rearm in a big way. 
Most important, Nakasone is

SPECIAL REPORT



■Weapon# made In Japan: To build Its arms industry, Tokyo would have to break Us own guideline that limits military spending to 1% of GNP.

•• increased
•r

h in tin g  a t  b re a k in g  th e  m o s t im p o r ta n t o f  a ll J a p a n 's  se lf- 
im posed g u id e lin e s— th e  lim ita tio n  o f m ilita ry  sp en d in g  to  
1% o f  g ro s s  n a tio n a l p r o d u c t  M any  ex p e c t h im  to  b re a k  
th ro u g h  t h a t  lim it in  th e  n e x t tw o  y e a rs , o p en ing  u p  th e  
possib ility  o f  m uch  h ig h e r  g o v e rnm en t financial s u p p o r t fo r  

' th e  a rm ed  fo rce s . "W e a re  now  ap p ro ach in g  th e  ceiling ,”
I say s  K azuo  T an ik aw a , d ire c to r  g e n e ra l o f  J a p a n ’s Self-D e­
fen se  Agency, " P e rh a p s  w e a r e  a t  a  p o in t w h e re  w e h av e  to  
recon s id e r [ th ?  1% lim it].” '• • >•

T h a t p ro sp e c t m ay  w in ap p lau se  in th e  W h ite  H ou se  an d  
on C apito l Hill, b u t  i t  a la rm s  a  g r e a t  m an y  peop le in A sia , 
inc lud ing  th e  F ilip inos, w ho  h ave  s e a r in g  m em orie s o f  Im pe­
rial J a p a n ’s  G re a te r  E a s t  A sia 
C o -P ro s p e r i ty  S p h e r e .  T h e  
g row in g  d iscom fo rt w ith  W ash ­
ing to n ’s  sp on so rsh ip  o f  J a p a n ’s 
r e a rm a m e n t  g o e s  'b e y o n d  r e ­
m em b ran ce s o f W orld  W a r II, 
how ever. U . S. b u s in e ssm en  a re  
w ondering  if J a p a n  will r e p e a t  
its  su ccesse s  in ex p o r tin g  au to s , 
te lev isions, sem ico nduc to rs , an d  
VCRs w ith  a  now se r ie s  o f m ili­
ta ry  ex po rts . J a p a n 's  e lec tron ics 
ab ilities could m ak e i t  a  s t ro n g  
ex p o rte r o f  e lec tron ic  w eapons.

O th e rs  f e a r  t h a t  techno logy  
th( U. S. t r a n s f e r s  to  J a p a n  fo r  a  
m i l i t a r y  b u i ld u p  m ay  r e t u r n  
hom e in com m erc ia l goods (page 
109). A lready , M itsub ish i H eavy  
I n d u s t r i e s  L td ., th e  c o u n t r y 's  
la rg e s t d e fe n se  co n tra c to r , a s ­
sem b les F -I5 s ui'iu ex ecu tiv e  j e t s  
in J a p a n — in ad jo in ing  h a n g a rs .
T h e . sp e c te r  o f  a  re p e a t on a 
hug e  sca le  o f t h a t  k ind o f te ch n i­
cal t r a n s f e r  h a u n ts  m any  U .S . 
ex ecu tiv e s. "D o  I th in k  i t  is an  
e v e n tu a l  t h r e a t ?  Y ou b e t t e r  
d am ned  well be lieve I do ,” s ay s  
a U. S. d e fe n se  in d u s try  e x e cu ­
tive in Tokyo . "W h a te v e r  th e y  
do, th e y  do w e ll.”

N one o f  th is  y e t  w o rrie s  mo: t 
officials o f  th e  R eag an  A dm in is­
tra tio n . W ash in g to n  is fo cu sir.g  
on J a p a n ’s e n o rm ou r econom  c 
s t re n g th  an d  its  fa ilu re  to  c a r ry

A  Billions ol U .S . dollars

: ...bat it still lags far 
behind the Atlantic Alliance's

T  Billions ot U .S . dollars 

0 25 50 75

Britain 5.4% 
'*8Sri France 4.1%

Japan 0.9%
D aU : Inlarrurtlonal Inatllule for Strategic Stodw i

o u t  a n y  m ajo r m ilita ry  o r  a id  p ro g ram s in  d e fe n s e  o f  th e  
W es te rn  alliance. “F o r ty  y e a rs  a f t e r  th e  w a r , i t  is . an ach ­
ro n is tic  to  con tinue th e  p re s e n t s itu a tio n  o f  to ta l  J a p a n e s e  
dependence on u s ,"  s a y s  a  high-level S ta te  D e p t  official.

W ash ing ton  d iscoun ts  th e  possib ility  th a t  b o ls te r in g  J a p a ­
n e se  m ilita ry  sp end ing  m ig h t reb o und  to  h u r t  A m erican  
ex p o rts . " I  d o n 't s e e  m uch im pac t on o u r com m erc ia l poli­
cy ,"  s a y s  an o th e r  A dm in is tra tion  official. In  f a c t  som e Ad­
m in is tra tio n  ex p e r ts  believe th a t  th e  U .S . c a n  ta p  in to  ad ­
vanced  J a p a n e se  techno logy  in sem iconduc to rs , fib e r optics, 
an d  robo tic s by  ty in g  J a p a n  in to A m erican m ilita ry  p ro g ram s . 
A k ey  d e fe n se  sp ec ia lis t co n tend s th a t  U . S . e ffo r ts  to  p e r­

su ad e  T okyo to  in c re a s e  i ts  m ili­
ta ry  b u d g e t a r e  a im ed  " a t  g e t ­
t in g  th em  to  l e t  m o re  o f th e ir  
techno log ies a>’.a e  h e re .” 

M oreover, che R eag an  A dm in­
is tra tio n  is co n fid en t th a t  i t  can 
con tro l a n 7 te n d en cy  tow a rd  re ­
b ir th  o f a  J a p a n e s e  m ilita rism  
rem in iscen t o f  th e  1930s. "Som e 
people, to  b e  s u r e ,  fee l th a t  
th e re  m ay  b e  som e  d a n g e r o f 
th e  Jap a n e se  r e v e r t in g  to  m ilita ­
r ism ,” say s o n e  A dm in is tra tio n  
sou rce . "K is s in g e r  w o rrie s  a b o u t , 
th is . B u t w e a r e  con fid en t t h a t '  
th a t  can be m an ag ed ."

T h e  b a s ic  A d m in is t r a t io n  
s t r a te g y  is to  o ffe r J a p a n  a  l im i t ­
ed r a n g e  o f  w eapo n s , m ak ing  
Tokyo d e p en d en t on th e  U .S . 
fo r  m o s t o f i t s  m ilita ry  needs . 
T he key ta c tic  is  to  en cou rag e  
in d u s try - to -b iu iis try  te ch n o lo g y  
coopera tion  f o r  specific de fen se  
item s. S ince J a p a n  would copro ­
duce th e s e  w e ap o n s  u n d e r li­
c e n s e  to  U . S . c o m p a n ie s ; i t  
w o u ld  n e e d  p e rm is s io n  f rom  
W ash in g to n  to  e x p o r t th em . " I t  
is in th e  in te r e s t  o f th e  D epart- 

\ m en t o f D e fe n s e  .to  equ ip  th e  
Jn p an e se  w ith  th e  w eapons th ey  
n e e d  to  d e f e n d  th e m s e lv e s ,” 
s ay s  a  key  D e fe n s e  official. "B u t 
w e do n o t in te n d  to  provide 
.th em  w ith  o f f e n s iv e  w e a p ­
o n s  o r  g iv e  th em  a c c e s s

100 17S 150 175

"I 1 T

Total defense spend'.ig

Share ol gross 
national product
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A LA S K A
S T A T E  LE G IS L A T U R E

MEMORANDUM
March 9, 1983

TO: Oil & Gas Committee File

FROM: John J. Cowdery /£ ,

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, I 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 is 

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, I 
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 is the priority. Even if they are not introduced 

together, its 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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P ip e lin e  Pains
Back in the midst of the late and 

uninmented "energy crisis" we kept 
writing that, even though the weiglit 
of the earth was finite, energy prices 
wouldn't go up and up forever. This 
fearless (at the time many thought 
reckless) prediction looks .pretty good 
right now, with OPEC officially cut­
ting its benchmark price to S29 and 
probably facing further downward 
pressure.

Which reminded us to check up on 
another and more recent prediction: 
That the great Siberian pipeline would 
prove to be an economic turkey. Wheii 
President Reagan was trying to g f  
the Europeans to back out of there 
ideal to finance the Soviet pipeline in 
response to the crackdo'vhr in'PoIand* 
we kept insisting- that since it's not 
economic to pipe gas from Prudhoe 
Bay to Chlcagov’K can’t be etbnomic 
to pipe gas frcm Siberia to Bavaria. 
The Europeans kept insisting that 
even though they were lending the So­
viets money at below-market interest 
rates (an average of 8.67% on the S3 
billion lent so far), they would make 
that back by receiving below-market 
gas prices when deliveries started. By 
now, with energy prices crumbling, it 
is totally apparent that ;f the Europe­
ans had listened to Mr. Reagan, they 
would have saved themselves a bun­
dle.

It’s apparent, that is, to those who 
understand the complicated gas pric­
ing contracts. This is not easy; if the 
conti acts were understood by the m an. 
in the street, Europe would be awash 
in a consumer revolt. By way of ex­
planation, take what has been pub­
lished about the otherwise secret Ger­
man contract, which is for the largest 
volume and set the standard for the 
other deals. • .

The contract has two prices: a 
base price and a lioor price. Tue base 
price is around S4.70 per million 
BTUs, but goes up and down with 
movements of an index ol oil prices. 
This is the price the Europeans had in 
mind in claiming they had negotiated 
a good deal. However, to apply, the 
indexed base price must be above the 
set floor price.

The floor price, Intended to give 
the Russians a minimum return on 
their investment, started out below 
the market but assumed a 3%-a-year 
increase In the real price of oil-pro­
ducing a price of about $5.70 per mil­
lion BTUs in 1981 dollars by the end of 
the decade. This is about equivalent to 
the now vanished OPEC benchmark 
oil price of $34 a barrel. Unles? en­
ergy prices reverse themselves and 
return to this price plus inflation, the 
relevant price in the Siberian gas con­
tract will be not the base price but the 
floor price. That is, the price will be 
well above the world energy price. 
The Europeans have given the Rus- 

***'*•" loans for the priv­
ilege o f buying above-market en­
ergy.

Worse yet. the contracts include a 
take-or-pay C ' ise for 80% of the con­
tracted gas volumes, meaning that 
whatever haonens to enerev nrices.

the Europeans have guaranteed the 
Soviets the floor price for 807c of their 
scheduled deliveries. West Germany, 
France and Italy have'placed dibs on 
23 billion cubic meters of gas a year 
once the pipes are full, with deliveries 
starting next year and stretching 
through the end of the century. So 
they will be buying enormous amounts 
of gas at prices-that may be enor­
mously above the going rate. Perhaps 
this explains the otherwise- cryptic re­
mark by former German Chancellor 
Helmut Schmidt, whose government, 
set the pipeline in motion in the first 
place. “I do not think that OPEC 
should be allowed to break down, cer­
tainly not.” ..

Still worse, gas consumption in Eu­
rope isn’t rising but- falling. In its 

. most recent annual report, Ruhrgas, 
the German supplier and lead con- 

. tractor with the Soviets, blushingly 
noted that higher prices had mysteri­
ously led to less gas consumption than 

. predicted. The European Community 
has just'released figures showing that 
European natural gas consumption 
fell by 67c last year. Gas Imports 
from outside the EC actually fell for 
the first time ever.

Ruhrgas denies rumors that nt goti- 
ations are still taking place uii one 
crucial aspect of the contracts, saying 
that the final contracts are signed and 
refusing to comment on their terms. 
The rumor has been that Ruhrgas 
would like to delay the "plateau 
phase” of the contract, when the pipe­
lines would be full and the floor price 
would start to apply. It’s easy enough 
to see how such ideas would arise; if 
Ruhrgas Isn’t trying to find a way out 
of its contract, It ought to be..

There are many reasons to explain 
why European governments and en­
ergy concerns fell prey to such bad 
economics. G.ie is the general Chicken 
Little reaction to increased energy 
prices. On the one hand, this ledpo- j 
tential sellers like Nonvay to keep 
their energy resources in the ground, 
where they will now remain for a long 
time to come. On the other, it led po­
tential buyers Into a lot of bad invest­
ments. Just as Exxon was collapsir.0 
its shale oil projects, though, the Eu- - 
ropeans were defending the pipeline 
against Mr. Reagan’s onslaughts. This 
myopia of course results because gov­
ernments were involved, partly be­
cause they are inherently inflexible,

; partly because they wanted to subsi­
dize European steel jobs, and partly 
because they wanted to keep “de­
tente” alive by subsidizing the Sovi­
ets-

We hate to cay we told you so; but 
as regular readers know, we did. In 
rebuffing Mr. Reagan, Europe lost its 
best and perhaps last chance to get 
out of a losing deal. Everyone else’s 
energy prices will fall as the OPEC 
house of cartel cards collapses, but 
Europe will be stuck with a lot of 
high-priced Siberian gas. All the Euro­
pean consumers can hope for is that 
in the future their governments will 
take a closer look at Russians ^earing 
bargains._______________________



By Expected Drop in Output
ANCHORAGE — Measured by  the 

wind-chill factor, the tem perature was 
£6 degrees below zero, driving snow 
m ade it impossible to see more than a 
few feet, and even the ravens seemed to 
be huddling from the cold. It was a  typi-

By DOUGLAS MARTIN

Beaufort Sei-

Valdoz
* ICjfi ̂  >\k

\  ■; '• .."Gulf P» Alaska •*>

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

" I t ’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.

But there is trouble on the Arctic hori-1 
zon, which at this' tim e of year is th e j 
color of ros6 champagne. For within a,' 
few y ea rs— perhaps as early as 1985 
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 of a ‘ 
decline in the-underground pressures 
tha t force it to the surface, has long 
been anticipated and would have

In a !

* 4  -
O Y J /

Tb« NnrYorttTlc)«/Muchn,16S3
Route of the 600-mile Trans-AJaska 
pipeline th a t transports oil from 

s. the Prudhj*'•'Bay field.
• . : -/J •

• 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 
‘ "^’the industry will either get the most 
„ . out of Prudhoe with Increasingly 
T - costly technologies or replace the lost 

" “•production with costly new dlscov- 
( • eries.

1988,”  said*C^V. Chatterton, chair- Jj.-znanof tha Alaska Oil and Gas Corner- 
• .vation Commission. "And I don't see 

how nay new field can ' possibly be 
brought into production before the de- 

' Pllne se ts 'if i for the Prudhoe
Wield." 

To be

Bay

i

sure, experts believe that 
“ iyU aska still offers the nation’s best op-
-  -portunlties for finding exceptionally 
I .. 'la rg e  amounts of oil. A number of
- -sm aller fields have already been 

Ifound, and opportunities offshore in
-'■-the Beaufort and Bering Seas are 
I  -judged excellent. But even so, the new 
; . ; f in d s  a re  unlikely, the experts say, to 
-•Im ak e  up the shortfall expected In 
“! .P rudhoe 's decline.

-  As of now, however, Alaskan oil is a 
~ 'm ajo r energy blessing. With only one- 
'-• - 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 
’. 7 pro— jjig sta te .A laska’s outputcould

be far greater, but '
! • ^Alaska 
•."■hold it.

Pipeline-’!
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 

•States is in Alaska. Matching that 
scale, however, are expense' , technl- 

• cal challenges, and distar zes from 
• suppllesandm arkets. 

fcw'Tf you found a  50-mllL-m-barrel

'sasaesags^^
kinsot^Vitepre'siderit of the 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 1.5 mil­
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 Is that 
the yearly rate of decline will be only 8 
percent but will s ta rt three years 
earlier, cutting Prudhoe output to less' 
than half present levels by 1S95.

* You fall off n cliff, and you fall 
pretty fla t,” Paul Norgaard, presi­
dent of Arco Alaska Inc., said. •
‘The Big Endowment*

The biggest 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. F o r W ashington each ST drop * 
in the world oil price means $547.5 mil­
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 estim ates 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 ta x — swept away by 
petroleum — will !,ave to he reinstat-
w i W S T
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Line
(Continued from page A-l) • 

rnd by $356 million a year for the 
ill-Alaska project.
•Also, both projects would 

ring gas to consumers at about 
ie same cost. Byt the target 
narket for the all-Alaska project 
— Pacific Rim nations — likcy 
vould be better, the report said.

'From the state’s perspec­
tive, there is no real difference 

Jtween (the two projects) de­
spite their significant economic 
md marketability differences,” 
[he repor.said. ,

The state should back both 
projects, it continued. "The gas 
producers, end-use markets, fi- 
lancial community and federal 
government will be deciding fac­
tors as to which project, if any, 
will proceed, based upon eco­
nomic and market considera­
tions."

-The state also should support 
Isptnoff gas projects for Fair­

banks should either of the two 
m-.jor projects be buiitr the study 
said.

Under one of the spinoff pro­
jects, Fairbanks would tap the1 
major pipeline to get gas to pro­
duce electricity. In the other 
spinoff, methanol would bs pro­
duced in Fairbanks by tapping 
gas irom the pipeline. The 
methanol would be exported.

Booz, Allen recommended 
against constructing a 480-mile 
small-diameter pipeline from the 
North Slope to Fairbanks for gas- 
fired power production. "The 
small diameter line requires a 
significantly higher tariff than 
tapping either of the major 
lines," Booz, Alien said.

The study concluded the 
Alaska Highway project involves 
the least legal and regulatory 
risks because it has political sup­
port and is. nearer construction 
than the all-Alaska projects

Gov. Bill Sheffield said Satur­
day he has asked several Cabinet 
members and legislative leaders 
to review the Booz, Allen study.

Decontrol
(Continued from page A-l) .
Reagan's plan was backed by 

the Natural Gas Supply.Associa­
tion, an industry group,'and the 
Natural Gas Consumers Infor­
mation Center, an organization 
representing industrial users of 
natural gas.

Under Reagan’s proposal, gas 
companies and their suppliers 
could renegotiate their con­
tracts. Beginning Jan. 1, 1985, 
any party to a contract could 
break the pact at will, to seek a 
better price arrangement else­
where.-

But, to protect consumers 
from prices regulated only, in ef­
fect, by competition in the mar- 
jketplace, Reagan would order a 
cap on price increases charged 
to consumers. The companies 
could no longer pass along to con

, creases would need the approval L when derrtand falls, as it has done  ̂"howls" .of protest were ralsl11 t t  \J U 1 J  I I \ > v  vl I I I  v  Cl I / p *  w f  |4 I  j .Federal E n e r g y  R e g u l a - , 1 ' during the recession.-
Dmmission. This provision Addressing himself to one of * .• nnr m aio r p i i p t p v  snurftPS. natti-

• when, two years ago, he 
ihoved oil price controls, and i  
ppnents predicted gaso!i| 

■•prices would rise.
"You don't have to go any fJ 

ther than the nearest filling si 
tion to see that prices have gol

of the
tory Commission. This provision , .

') would remain in effect unti.' Jan. - ;,:ou.r maj°r energy sources, natu 
1,1986.' ' *;• ral gas, and what this admin-

. In 1980, when he ran for presi-v .istration proposes to do to ensure 
dent, Reagan pledged to remove - abundant supplies of it at reason- 
all price controls. But opposition" able prices," Reagansaid: v;- .

- in Congress — which the admin-:'.'-''' ' ‘Tbe American consumer is - -down, not up, since decontro 
istration believes has been'so f- J being hurt by goyemme.it regu- ■■hA«nH 

• tened by recent price-increases' / 1 
“ iinder the pre. ent controlled sys­

tem—held him back. *
’ Under a 1978 law, controls are 

‘ being removed in stages from 
gas discovered after April’1977.
But the "older gas,” roughly half 

‘ the nation’s supply, ‘ was sup­
posed to be kept under price ceil- 

• ings. • ; >
One reason ■ for the higher 

iprices being charged this winter 
‘ is the so-called "take-or-pay" 
iontracts Signed, by many; pipe- 

'• line companies after the rough
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Gas lines 
profitable, 
study says
>y Bill White
Tmc* Juneau Bureau ,

Juneau — State officials 
should let the market decide 
vhich of two multibillion-dollar 
>as pipelines can be built, be­
muse Alaska would benefit from 
either project.

That is the conclusion of a 76- 
rage, $150,(XX) draft study, which 
explored the best options to get 
the vast treasure of natural gas 
in Alaska’s arctic to market.

About 26 trillion cubic feet of 
natural gas, about a fifth of the 
U.S. reserves, lie beneath Prud­
hoe Bay.

A proposed $50 billion, 4,800- 
mile pipeline through Canada 
along the Alaska Highway is on 
hold because its backers cannot 
get financing to build it.

Last month, a task force 
headed by former Govs. Walter 
Hickel and Bill Egan recom­
mended a $32 billion, 820-mile 
pipeline be built from Prudhce 
Day to tidewater on the Kenai 
Peninsula. Gas liquids could be 
exported to Japan.

The new draft study, done for 
the slate and released Saturday, 
looked at both those projects and 
others. It concluded that either 
of the major projects would 
bring huge benefits to Alaska.

Both projects would create 
thousands of construction jobs, 
the study said. After construc­
tion, hundreds of Alaskans would 
be employed to run the pipeline.

The state treasury also would 
get a shot in the arm, according 
to the study by Booz, Al'en & 
Hamilton of Bethcsda, Md. Tax 
nnd royalty returns would rise by 
$220 million a year In 1982 dollars

• * * ■•«_»    A A t

by JnmesGerstenzang .
Associated Pres*

V'ashlngton — President Reagan said 
Saturday he will ask Congress to remove 
all controls from the natural gas market 
over the next three years ‘to ensure abun­
dant supplies. . .  at reasonable prices."

At the same time, the Reagan plan 
would place a cap on consumer prices 

. through Jan. 1, 1986, allowing increases 
based only on inflation, unless a govern­
ment agency approves higher fees. On the 
first day of 1986, all price controls would . 
be removed.

Long-term high price contracts be­
tween pipelines and suppliers, which 
many analysts blame for recent price in­
creases, could be broken at will after Jan. 
1,1985. 1

"The key to cheaper, more abundant 
energy for all Americans is a policy that 
combines Consumer protection, incentives 
to produce, and efficient economic use of

our resources," the president said in his 
weekly radio address to the nation, broad­
cast from the Oval Office. "That’s what 
our program will do." .

The president said the Energy Depart­
ment estimates that the plan will reduce 
prices 10 cents to 30 cents per 1,000 cubic 
feet of natural gas in the first y e a r ./.

Larry Speakes, the chief deputy White 
House press secretary, 1 said Reagan 
would send the proposal to Congress on 
Monday, and that Energy Secretary Don­
ald Hodel has reported/ on the basis of 
preliminary consultations,'that congres­
sional reaction ‘ nas been far. better than 
.expected." ?<(?■ ■

"There seems to be a consensus that 
something has to be done," Speakes said, 
in reference to complaints about rapid in­
creases in natural gas prices that have 
driven bills up 20 percent to 40 percent in 
some are.*.-this winter. , iv 

.However, Sen. Howard Metzenbaum,

' \ 
*)r
tr* !.*
i. i «•

. D-Ohio, an opponert of decontrolling natu­
ral gas prices, said he believed Reagan’s 

• proposal would be defeated in the Senate.
He calledkthe Reagan plan- was "abso-, 
lulely off-base" and said he thought there 
were 10 to 20 senators who would join him .

; in a filibuster against it.
He said a lengthy filibuster he led on 

; gas legislation in 1077 "wHl be like a Sun- 
:■ day school picnic" compared to the one he s" 
•expectsnow, •" * • •
!’ Metzenbaum also said the move would 
raise costs to homeowners and increase 
unemployment by hurting small business;

"Tne gas industry itself has estimated . 
'that decontrol will cost $60 billion a year," ' 
he said. * . . a . 1

And Rep. Bill Hefner, D-N.C., giving 
the Democratic Party response to Rpa-■ 
gan’s address, said the.president’s pro- • 
.posal would, increase natural gas prices by 
67 percent over the next four years.
/  • Supporting the president, Sen. James.

McClure, R-Id., chairman of the Sena 
Energy and Natural Resources Cod 
mittee, said the proposed protections ll 
the consumer would 'be "belter than t| 
current law."

When current legislation was passe) 
McClure said, "We faced a radically 
ferent energy market. Certainly not 
can be faulted for failing to foresee 
day’s surpluses."

McClure said his committee woij 
begin hearings on the president's bill 
March 9.

Ed Rothschild, head of the Citize 
Labor Energy Coalition, an advocaj 
group, said a Wall Street study estimatj 
that price decontrol would raise prices r 
$1 to $1.50 per thousand cubic feet. He: 
the average home using natural gas bur
140,000 cubic feet per year, so if the i 
timated price increase Is realized, the 
erage yearly bill would rise by $140 to $2] 

Sec Decontrol, page i
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Alaska Proposing Japan Connection
■ Liquefied North Slope 
Gas Would Be Shipped 
From Kenai Peninsula

By Rocnt Lowenstein
S la ff R epo rte r o f  T h c W a u . S t r e e t  J o u rn a l

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, 15 years 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.

Ai 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
cific.
But 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. H e . notes that the Hickel plan 
would bring the gas to the Kenai Penin- 

■ sula. "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 12.57c equity 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 oil 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. • '

"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 qu id 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.

OVc^5"



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 .

■ • 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 a s . 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 
Oil 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 m ar­
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 Sll.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 
■} want 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 
V: 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- 1

• tralia and others lo satisfy that need. •
Therefore. Mr, Hickel says, "the window Is i
open in Japan to a long-term energy ar­
rangement with the U.S. but it won't s lny •
open. If we don't sell the gas this time i* 
will stay in the ground for years." I-
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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.

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

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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Alaska, Peeved With the U.S., 
Vows to Fight for Its Interests

By E ucrne Carlson •
Staff B tpu rtrr of T h e  W a l l  S t r e e t  J ouivnai .

A
LASKA, you’ll be pleased to know, probably won’t secede 
from the United States. Alaska would, however, like a bit 
more respect from the rest of the countp\ Especially.from 
the fiscally less fortunate states and their delegates in Con­
gress, who tend to look at Alaska and its* enormous oil wealth the 
.way panhandlers eye the display windows at Tiffany’s.

With S3.8 billion in oil revenue in the last fiscal year and untold 
billions worth of oil and minerals still in the ground, Alaskans can 
afford to be feisty. Many residents feel their re­
lationship with the U.S. has deteriorated in the 
25 years since statehood. Two years ago, voters 
asked an 1 1 -member statehood commission to 
explore the reasons why. The results are in.

Conclusion No. 1. Statehood has its prob­
lems (the federal government’s sins against the 
state "would fill a catalog," the final report 
says), but It’s better than anything else. The is­
sue isn't frivolous. In setting up the commis­
sion, the legislature ordered it to study "alternative forms of associ­
ation" with the U.S. ■ .

The Republic of Alaska? The state has only 401,000 people, 
fewer than Chattanooga, Tenn., but 30 memBers of the United Na­
tions have smaller populations. As long as the oil holds out and oil 
prices stay high, the state could afford independence, the commis­
sion believes.

UT IT’S NOT GOING TO HAPPEN. Each avenue-illegal se-

B
 cession, opting out of the Union by act of Congress, reversion 
to commonwealth or territorial status-raises impassable le­
gal, political and emotional hurdles. More to the point, a ma­
jority of Alaskans wouldn’t vote to leave the U.S., given the 
chance. 1 1

Conclusion No. 2. We’re staying around but don't take us for 
g; anted. The message of Alberta’s bitter fight with Canada’s central 
government over oil prices, that led the western province at one 
p-jint to begin shutting down oil production, wasn't lost on Alaska.

"The lesson is clear," the commission said in a preliminary 
report. "If Alaska wants to protect its resources, its revenues and its 
state prerogatives, the state government must vigorously defend 
against federal encroachments. It should not be afraid of suing, of 
mounting a national information campaign, of building political co­
alitions, or taking what otherwise might seem to be drasic steps, 
with the exception of secession. Let action force the issue."

Conclusion No. 3. The feds aren't Alaska's only foe. T.re Mid­
dle West and Northeastern states are an even bigger pain in the neck 
because of their fight to limit severance taxes-the taxes that re­
source-producing states like Alaska, Montana amd Texas place on 
oil, coal and other minerals they export to other states. The indus­
trial heartland may find severance taxes onerous in a recession, but 
these states trample on a fundamental tenet of federalism when they 
try to fiddle with a state’s taxing power. The attack on severance 
taxes is "the most dangerous threat to this state and all the stales," 
vthe commission says,
V ,  • a
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■ By TIM MILLER :
, Dally News correspondent' ( • '( • •
r >  WASHINGTON -  Former 
[Gov. Walter IJickel unveiled 
• his all-A laska, natural., gas, 
.[ pipeline proposal to. an aften-'- 
.[ tlve Reagan adm in is tra tion  ‘ 
. Monday, but critics .said - the [ 
[ plan would .have harmful do- 
im estic 'and internatiortal 're-. 

; .percussions. . *.••. , s(1 -,\t [
I-Iickel told h igh-ranking 

1 .-government officals o f 'th e  
: -[proyasal to forsake plans, to 
^tplpe Alaska 1 gas through Can- 
k 'ad a .to 'th e  Lower 40 in fnvor 
[ of a plan to export the gas to: 
(c. Japan., ■ • <•
7-’ ; "There's been an enlhusi*
; usm and response more’than 
*,•’.'what I expected," Hickel said 
’ .after meeting with U.S. Intc- 
i.I rio r Secretary Jam es Watt 

and National Security advisor 
. ..William P. Clark. Administra- 
•( tlon officials were not availa- 
•ble for c o m m e n t . J '  .

. . .w  - AncliofiK’o Daily Nowu/Paul Orown

S o n ; Pat R o d o y  o f  A n c h o r n g o ,  lo a d e r  o f . t h o  s ta t o  s c n n t o  m in o r ity  c o a l i t io n ,  Is s w o r n  In w ith  
’ i ,  , ■„ l„ Bttai,..Mnnri'nu

* !"( !"( !"" !"' !"( !"* !"' !"( !"" !"'
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. H i c k e l 's a i d  th e  e x i s t in g  
p lan , th e  A la s k a  N a tu r a l G as 
T r a n s p o r t a t i o n - .  S y s t e m  
(A N G T S ) -“ d ie d  a  : n a t u r a l  
d e a th ."  H e  to u te d  h is  p ro p o s - 

• a l a s  a m ean s  o f c o r re c tin g  
th e  sk ew ed  U .S . b a lan c e ; o f 
p a y m e n t s  w i t h  J a p a n .  H o  
s a id  i t  a lso  w o u ld  s tr e n g th e n  
s t r a t e g i c  t i e s  w i t h  A s ia n  
co u n trie s .. . ■' - *
* T he $42 b il l io n  A N G TS  sy s ­
tem  h a s  b een  s ta l le d  b y  a la c k  
o f f in an c in g . H ick e l s a id  h is  
$25.5 b i l l io n  p ro g ram  w ou ld  
be  m o re  e a s ily  f in an c ed .

A ssum in g  a n n u a l in f la t io n  
o f 7 p e rc e n t a n d  14 p e rc e n t 
f in a n c in g  ch a rg e s , th e  co s t o f 
th e  p ro p o sed  a ll -A la sk a  gas- 
lin e  sy s tem  w ou ld  b e  $25.5 
b il l io n  i f  th e  sy s tem  " e r e  
com p le te d  b y  1992.
; T he e s t im a te d  cost w o u ld  

p ro v id e  fo r  c o n s tru c tio n  o f an  
82C-mile p ip e lin e  f rom  P ru ­
dhoe B ay  to  N ik is k i , n o r th  o f 
K en a i, p lu s  c o n d itio n in g  a n d  
liq u e fa c tio n  p la n ts  a t  N ik is k i . 
I t  w ou ld  n o t in c lu d e  ta n k e r s  
c r  a re ce iv in g  te rm in a l (p re ­
sum ab ly  in  J a p a n ) - e q u ip p e d  
to  co n v e r t th e  LNG b a c k  to  
gas fo rm .

H ic k e l  h a s  d u b b e d  th e  
p ro je c t  " T A G S "  f o r  T r a n s  
A la sk a  G as S y s tem .

T he f i r s t  o f th re e  c o n s tru c ­
tio n  p h a s e s  w ou ld  ta k e  th re e  
y e a rs  to  b u ild , m ak in g  th e  
sy s tem  o p e ra t io n a l a t  a  co s t

o f $11.6 b il l io n  in  1988 do l- . 
la r s . T he second a n d  th i r d  
p h a se s  o f c o n s tru c tio n  w ou ld  
g iv e  th e  sy s tem  c a p a c ity  to  

• h a n d le  g re a te r^  v o lu m e s  o f 
 ̂ gas.-v --^ '•
: .Jo h n  -M cM illian ', h e a d  o f
’ th e  N o r thw e s t A la s k a n  P ip e ­
lin e  Co., w h ich  o rg an ized  th e  
c o m p e tin g  A N G T S  p r o je c t ,  
s a id  H ic k e l’s p la n  is  fa u lty .

" I  do n o t b e l ie v e  i t  is  in  th e  
n a t io n a l in te r e s t  to  design  a 
p ro je c t t h a t  p ro p o se s  to  e x ­
p o r t 26 t r i l l io n  cu b ic  fe e t o f 
dom estic , n a tu r a l  g a s  — th e  
n a t io n ’s la rg e s t s in g le  gas re ­
s e rv e  — to  a  fo re ig n  c o u n try ,"  
M cM illian  s a id  in  a  p re p a re d  
s ta tem en t. *.

"T h e re ’s one a d v a n ta g e  to  
th e  (ANGTS) p ip e l in e ,"  Me-. 
M illian  sa id : " I t  f in a l ly  p u ts  
t h e  a l l -A la s k a  p i p e ’ in e  to  
re s t. B y so do ing , i t  w ill now  
p e rm it A la sk a  an d  i t s  c itiz en s  
to  m ove a h e a d  in  su p p o r t o f 
th e  on ly  t r a n s p o r ta t io n  sy s ­
tem  ap p ro v ed  b y  th e  U .S . 
C ong re ss ."

H ic k e l s a id  M c M il l ia n ’s 
s ta tem e n t , was* " k in d  o f s i l ­
ly ."

" I t  show s w h e re  h e ’s com ­
in g  from ,"  H ick e l r e to r te d . 
"H e  m u s t b e  s c a re d ."

H ic k e l’s p ro p o sa l a lso  w as 
c ritic iz ed  b y  Jam e s  S ch les in - 
ger, w ho  w as S e c re ta ry  o f 
E ne rgy  fo r th e  C a r te r  a d m in ­
i s t r a t io n  w hen  i t  h e lp ed  d e ­
v e lop  th e  .^NGTS sy s tem .

" I  can  u n d e r s ta n d  th e  im ­

p a tie n c e  o f, A la sk a n s  a n d  -I: 
s h a r e , t h a t  im p a t ie n c e  m y - ' 
s e lf ,"  S ch le s in g e r sa id . "B u t 
a s  a  p r a c t i c a l  { m a t te r , - t h e -  
o v e rla n d  p ip e lin e  is  th e_on ly  - 
show  in ,tow n ." -

S ch le s in g e r. q u e s tio n ed  th e  - 
e con om ic  a s s u m p t io n s  t h a t  
en ab le  H ick e l to ^ p re d ic t th a t 
h is p ro p o sa l cou ld  c u t t h e ;  
f in a l costs o f n a tu r a l  g as by  
m o re  th a n  h a lf . H e sa id  H ick - ' 
e l 's  p ro p o sa l m ay  on ly  cau se  , 
fu r th e r  d e la y  o f A N G TS . H e 
a lso  sa id  a b an d o nm en t o f th e  
o v e rla n d  sy s tem  w ou ld , v io - - 
la te  ag re em en ts  b e tw e e n  th e  
U n ited  S ta te s  a n d  C an ad a . . V :

" I f  w e w a n t to  h a v e  rau - • H  
cous re la tio n s  w ith  C an ad a , B 
p ro c e e d in g  d ow n  (H ic k e l ’s) pv-H-v 
ro u te  w ou ld  be a  c e r ta in  w ay  
to  do  i t , "  sa id  S ch le s in g e r. H e 
p r e d ic te d  f o r e ig n  r e la t io n s  
c o m m i t t e e s  . in  C o n g r e s s  
w ou ld  re s is t m oves to  a b a n ­
don th e  ANGTS sy s tem , on 
w h ich  U .S . and  C an ad ia n  o ff i­
c ia ls h av e  w o rk ed  fo r  y e a rs .

"W e’re  s t i l l  c om m itte d  to  
th e  ANG TS p ro je c t ,"  s a id  P a ­
tr ic ia  L o r tie , a sp o k e sm an  fo r 
th e  C an ad ian  em bassy .

M ajo r A la sk a  o il p ro d u ce rs  
w e re  u n e n t h u s i a s t i c  a b o u t  
H i c k e l ’s p r o p o s a l .  E x x o n  
C o rp ., a p r o d u c e r  a n d  an  
in v e s to r  in  A NG TS. re le a sed  
a s t a t e m e n t  s a y in g  E x  to n  
s ti l l fa v o rs  th e  o v e r la n d  ro u te  
th ro u g h  C an ada .



by Rctty Mills 
Times Washington Bureau
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Washington — Alaska Sens. Ted Stevens and 
F rank Murkowski have asked the Reagan adm in­
istration to support lifting the ban on the export of 
Alaskan oil, and have appealed to their Capitol Hdl 
colleagues to keep an open mind on the issue.

The adm inistration is review ing the issue and is 
expected to m ake a recommendation to Congress 
shortly. The Export Adm inistration Act, which 
bars the sale of Alaskan oil overseas without prior 
Congressional approval, is up for renewal in Sep­
tem ber.

Previous a ttem p ts to lift the ban on A lask i oil 
exports have failed. A new bill to continue tlu< ban 
has been introduced by Rep. S tew art McK nncy, 
R-Conn„ with nearly 100 co-sponsors. Hut the J a p a ­
nese government is mounting a well-heeled lobby­
ing effort to defeat the McKinney hill and allow 
A laskan oil exports.

Although the lobbying has l>cgun in earnest, no 
Congressional hearings have been scheduled. The 
House Foreign A ffairs Comm ittee had planned to 
hold a hearing on die issue this month, but post­
poned it until the White House m akes its recom ­
mendations. * • V;.

Murkowski, who heads the Senate Foreign Rela­
tions Subcommittee on E ast Asian and Pacific Af­

fairs, also is waiting for the adm inistration position 
before convening hearings. . v ' ; - '  '

On another front, the U .S.-Japartese energy 
working group has delayed its first meeting, from 
next week until early  April. The group was formed 
following this w inter's m eeting between President 
Reagan and Japanese P rim e M inister Nakasone. It 
will focus on the issue of Alaska oil and gas exports. 
Gov. Hill Sheffield has asked that an A laskan be a l­
lowed to sit in on tlic April m eeling' here , and a 
la te r session in Tokyo. . . ■'.v

Meanwhile, Stevens and Murkowski sent A le tte r 
to other m embers of the Senate Tuesday, urging 
them  to keep an open mind on the Alaska export 
issue. • 1

" I t is our hope you will take the tim e to review 
the attached point p a p e r . . .  We urge you to rem ain 
•■ncommitlccl until sufficient information Is nvalla- 
b ’< for a reasoned decision by the Congress,'/ the 
senators said. ' •' '■ •' i •

The senators said, "We nre not prepared a t tills 
time to endorse any specific proposal until.we have 
had a thorough analysis of the economic Impact 
nnd effects of removing part o r nit of the restric : 
tions. However, we would advocate lifting the re­
strictions if assured that national security , m ari­
time, nnd oil industry concerns linve 'bedn ' Ad­
equately addressed. Fo r instance, it m ay be dcstr.a-

______ :__ : ... • '■ " -V •
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ble to pro tect our m aritim e industry by providing . 
for carriage In U.S. tankers. There a rc  stra teg ic , ■' 
economic and in ternational trade reasons that 
/n c rit your consideration before making a comm it­
ment on the issue.". I '

In their le tte r to Commerce Secretary Malcolm 
Baldridge, the senato rs said conditions have 
changed dram atically  since the. ban on Alaska oil 
exports was streng thened in 1979,• <' • »

"Changing world oil supply and demand dynam ­
ics, OPEC’s recen t series of m eetings and decision
10 lower crude oil prices, and the newly discovered 
find in the Santa Maria basin of southern California 
necessitate n complete review of the crude oil ex­
port issue," Stevens and Murkowski wrote.

Murkowski said it is time to begin the lengthy 
process of removing federal restrictions and p r c - . 
paring for the future export of Alaskan oil.' . •

"U nder the existing Export Adm inistration Act, 
any oil export face’s an uphill battle for approval In 
Congress," Murkowski said. ■. , ■

Stevens said, "Any final proposal on (lie export , 
of Alaska oil to Japan  will have to include A provi­
sion that only U.S. ships can  carry .o il from the 
Prince William Sound a rea . It Is also apparen t that , 
substantial revisions In Japanese export policies 
will have to take place before the export of Alaska
011 will be accep tab le to Congress." . , • . ,
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Time* wuhingioo Bure*u ' p ria te  now in view of the c J trag e
Washington — Rep. Thorfias 4.- th a t. naturaJ gas consumers 

Corcoran , R-Ill., has renew ed his ac ro ss th e  coun try  a re  expres- 
e ffo rts to p lace a  D ecem ber 19S3 • sing about the increasing price of 
dead line on Northw est A laskan . n a tu ra l g a s ,"  Corcoran added. 
P ipeline Co. a s  it a ttem p ts  to . • The resolution also reaffirm s 
gain p riva te financing for its •. the in ten t of Congress and the 
A laska gas line pro ject. R eagan adm in istra tion tha t no

Corcoran has in troduced a . federal financial a ssis tance will 
resolution that died in the las t be forthcom ing for the pro ject.
Congress, establish ing a tw o - ' Sponsors of the p ro ject, es- 
y e a r  tim e lim it on the gas line tim ated  to cost up to $40 billion, 
w aiver package. That package, still a re  seeking financial corn- 
enac ted  in D ecem ber 19S1, in- ,m itm en ts from  investm ent 
eluded several provisions sought .firm s. T he ir failu re to come up
by Northw est to expedite p riv a te  /  w ith, a package has stalled the
financing of the p ro ject. Among 'completion date fo r the pro ject
the most con troversial provi- by tw o years , 
sions of the w aiver puckage is The Corcoran resolution has
one allowing Lower 48 consum- 18 co-sponsors in the 435-member
e rs  to be billed before gas s ta r ts  House, and has been re fe rred  to
to flow through the line. the House Energy and Com*

In a s ta tem en t subm itted for m erce  Comm ittee and the House 
.th e Congressional Record last In te rio r Comm ittee. There is no
week, Corcoran said, "1 strongly companion m easu re in the Sen*
opposed those waivers, which a te .
had been recom m ended by the The resolution is not expected
adm in istra tion . . . Among the to pass, acco rd ing to Capitol Hill
w a ivers g ran ted ' w as one th a t sou rces fam ilia r with the pipe- 
would allow the pipeline consor- line issue, 
tium  to pre-bill na tu ra l gas ra te- R ick Agnew, an aide to Rep.
p ay e rs  for na tu ra l gas they m ay Don Young, R-Alaska, said
n ever rece ive and m ay never Thursday that Congress reaf-
need . firm ed its support for the Alaska

‘‘Most objectionable, the p rice gas line p ro jec t by adopting the 
of the Alaska gas would be in the w aiver package, 
range of $18 p e r thousand cubic “I don’t think th e re  is any sub- 
feet. I viewed such a schem e a s stan tive support to negate th a t,"
an ti-consum er in 1981, and it Agnew said, 
would seem  ever m ore inappro-

B-2 The Anchorage T im es, F riday , M arch 18,1983



W hat others s a y/v7~ .-sT-’

Oil to Japan : ‘a lot to recommend it’;
F rom  Business Week - U. i / £ * '  *. :

• • “iY . " 7 - ■7 r •* 7 *
UNDER EXISTING law, A laskan oil cannot b e :V; Japan  as a way of cutting ou r trad e  deficit is th a t it 

exported , but the R eagan adm in istra tion w an ts / / : o u l d  easily m ask the underlying cause , of our 7  
Congress to drop this restric tion so tha t it can use .v  trade  difficulties w ith tha t country — its continued
the oil in its tra d e  negotiations w ith Japan . O ne ' 
idea under consideration is to offer to  sell A laskan 
oil to  Jap an  and  rep lace it in the U.S. m arke t with 
oil from  Mexico. This m aneuver, if ca rried  out suc­
cessfully, would m ake a healthy $4 billion to $6 bil­
lion dent in the U.S. trad e  deficit w ith Japan  and, 
a t the sam e tim e, give our sou thern neighbor f o r - '"

foot-dragging on allowing U.S. producers access to 
its domestic m arkets. The U.S. has repeated ly ' 

' asked Japan to rem ove b a rr ie rs  th a t handicap U.S. 
.com panies try ing to sell there , and Japan  has 
prom ised repeated ly that it will do so. But so fa r 
re su lts  a re  scanty, ' ‘j .

Any undertaking to sell. A laskan oil to Japan
eign exchange, earnings with which to repay  i ts ’ should be m ade conditional on that country’s 
d eb ts toU .S . b ank s ./ ';- :j :•••••• •-.•*. ••

It is an ingenious schem e but one that ra ises a 
num ber of critica l problem s. On balance, if the Ad­
m inistration and Congress can rem edy those prob­
lem s, the plan is worth a try . •

TH E  MAJOR OBJECTION to selling oil to

agreem ent to c a n y  out specific moves to cpen up 
its m arkets. • ... / .  „ _  .

IN  SHORT, the A laskan oil-sale p 'an  will r e ­
qu ire careful structu ring to p ro tec t o ther U.S. in­
te res ts . But if th a t can be done, the proposal has a 
lot to recommend it. • ’ •

•}

W hat others s a v
I t ’s time to allow oil shipments to Japan

From  The Ketchikan Dailv News

IT SEEMS Alaska has som e friends in Seattle , 
a t least on the editorial page staff of the Seattle 
T im es. A recen t T im es editor.al urged an end to 
the ban on exporting A laskan oil and na tu ra l gas to 
Japan , and we heartily  concur.

The T im es quoted a recen t H eritage Foundation 
report that listed the benefits of shipping som e of 
our energy  resou rces to Jap an  instead of a r tif i­
cially lim iting our m arkets.

THOSE BENEFITS include:
— A $1.5 billion cut in the nation’s budget defi­

cit;
— Improved balance of trade with Japan  and 

o ther F a r E as te rn  nations;
— E lim inate the need to build the $2 billion 

N orthern T ier pipeline;
— Increase Alaskan revenues, which hi ve been

F riday , M arch 18, 1983, The Anchorage T im es
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declining as OPEC oil p rices drop;
— Help break down o the r trade  b a rr ie rs  with 

Jap an  and fu rth e r open the country to U.S. p ro - . , 
ducts, while aid ing a close ally now dependent on ' 
M ideast oil;

THE  STUDY ALSO POINTS out tha t shipping 
Oil and  gus Uj Jap an  poses “no th rea t w hatsoever1’ 
to American security .

Alaska is a lready  a m a jo r exporter .to  Japan , 
where m arkets for our fish and tim ber a lready 
exist. I t 's  sad that trade b a rr ie rs  keep Alaska from  • 
fu rth e r developing the relationship we have with 
one of the most productive countries in the world.

We apprec iate the T im es’ support in ending the 
export ban, and we iiope Washington S ta te 's con­
gressional delegation " 'te n s  to the T im es' sugges-* 
tion. The benefits a re  w idespread.
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* disastrous’ N a tu ra l gas p rices
• «*•gas prices

'. A ssoc ia ted  P re s s  '•
Washington —The head  of th e . 

Federal;.- E n e rg y ; R egu la to ry_ 
• Commission w arn ed - Satu rday 
th a t unless Congress a c ts  quickly 
to solve n a tu ra l gas p ric ing  prob­
lems! th e re  “will be a  d isa s te r  in', 
th e  gas -m arke t”; for bo th  con­
sum ers and producers! •

“Rules governing n a tu ra l gas 
p rices ’m ust be changed, a n d  they 
m rist .be changed soon," FER C  

' ch a irm an  C.M. Butler I I I  told the 
S enate E nergy .and  N a tu ra l R e­
sou rces Committee.- T he com ­
m ission oversees the g as pricing 
s y s tem * '* -* v .7:’K” ■:

The paneL  finished, four! days 
of hearing s on P residen t Rea-, 
gan ’s 'p lan  to remove a ll con tro ls 
from  na tu ra l gas by-1986, a  plan 
Reagan says will cut p rices and 
end the complaints of consum ers 
who have been hit by p rice  hikes 
of 40 pe rcen t to 50 p e rc en t a 
y ea r.

But R eagan ’s plan face . stiff 
opposition in Congress, w here 
.m ore than 20 bills havu been  in-

See Natural, pag e  A-10
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Continued from  page A-l 
troduced, ranging from  partial 
decontro l to reimposition of 
prices a lready  lifted. • •

The- 1978 law , enacted a t a 
tim e 'o f gas shortages, lifts price 
controls on Jan . 1,1985, from o ff-.

• shore gas and “new " g a s  discov­
ered a f te r  April 1977. But it re - : 
ta in s-indefin ite ly  p rice ceilings, 
on “old” gas found before then 
and includes complex mechanV

- i s m s '( h a t : m anda tes 28 pricing 
procedures.--/* I..-:-*--.. \

The R eagan plan would allow 
all pipelines and p roducers to re ­
negotia te , th e ir existing long­
te rm  con trac ts . B ackers of th e" 
plan a rgue th a t p roducers could 
then ge t h igher prices fo r old gas 
while pipelines could ge t low er', 
p rices for new  gas;
• "The m ost urgen t problem  is 
th a t na tu ra l g as prices a re  now . 
on average too high,” Butler 
said . "C onsum ers a re  being re­
quired to pay p rices th a t serve no 
ra tional econom ic purpose; pro­
ducers w ith new  supplies are  
finding it impossible to m arket 
th e ir g a s ."  • .
, With the p rices fixed by the 

law  ra th e r than changing with 
the na tu ra l fluctuations in the 
m arketp lace , Butler said, con­
gressional action is needed or 
consum ers will tu rn  to less costly 
sources of energy . P roducers 
will lose custom ers and m ay go

bankrup t, he s a id . '
T he cu rren t gas g lu t, with 

p rices artificially  high, and the 
oil glut, w ith its decreasing 
prices, will m ean a sw itch to oil, 
he p red ic ted , “and the resu lt will 

' be a  d isa s te r in the gas m ark e t."  •
.... FER C  supports R eagan 's pro- 
posal and Butler, said it.'.will re­
duce prices because “the price of 
gas follows the p rice of oil." .

Bu t * Sen. - H ow ard ' /Metzen- 
baum , EM)hio‘; sa id . FERC  has 

- .“to ta lly  le t down the consum ers 
of th is coun try" by its decisions 
on energy  m a tte rs  and said he 
looked “ask an ce" a t : B u tler’s 
prediction of p rice decreases.

Several consum er groups told 
the com m ittee  tha t p rices would 
in crease under decontrol. * /  
■ .The National Association of 
R eg u la to r ' U tility Commission­
e rs  said consum ers need to b e ' 
p ro tec ted  during periods of over­
supply and local p roducers need 
to have m ore options in selling 
th e ir product.

“Today’s prevailing p rices for 
na tu ra l gas continue to  increase 
even a s  dem and is dropping and 
gas supplies a re  grow ing more 
abundan t," said L aura Murrell, 
cha irm an of the Kentucky Public 
Service Commission, speaking 
for the com m issioners’ group.

“D emand-sensitive pricing of 
na tu ra l gas rem ains largely an 
unrealized d ream ,"  she said.

Quick solution to gas pricing urged
By TIM AHERN
The Associated Press
_ W ASH INGTON  -  T he h e ad  o f th e  F e d e ra l 
E ne rgy  R eg u la to ry  C om m iss io n  w a rn ed  S a tu r ­
d ay  th a t  u n le s s  C ongress a c ts  q u ic k ly  to  so lv e  
n a tu r a l  g a s  p r ic in g  p ro b lem s , th e re  “w ill b e  a 
d is a s te r  in th e  gas m a rk e t” fo r  b o th  con sum ­
ers and  p ro d u ce rs .

"R u le s  g o ve rn ing  n a tu r a l  g as p r ice s m u s t 
be ch anged , and  th ey  m u s t be changed  so o n ,"  
FERC  ch a irm an  C.M. B u t le r  III to ld  th e  
S en a te  E n e rg y  and N a tu r a l R esou rces C om ­
m itte e . T he com m ission  ov e rsee s  th e  gas 
p ric in g  sy s tem .

T he p an e l f in ish ed  fo u r  d ay s  of h e a r in g s  on 
P re s id e n t R eag an 's  p lan  to  rem o v e  a ll co n tro ls  
from  n a tu r a l gas by  1986, a Han R eagan  say s 
w ill cu t p r ic e s  and  end  tn e  c om p la in ts  o f 
con sum ers  w ho h av e  b een  h i t  b y  p r ic e  h ik e s  o f ' 
40 p e rc e n t to  50 p e rcen t a y e a r .

B u t R e ag an 's  p la n  f a c e s 's t i f f  o p p o s itio n  in

C ong ress , w here m o re  th a n  20 b ills  h av e  been 
in tro d u ced , rang ing  from  p a r t i a l  d e co n tro l to  
re im po s itio n  of p rices a lr e a d y  lif te d .

The 1978 law , en a c ted  a t  a t im e  c f  gas 
sh o rta g e s , li f ts  p rice c o n tro ls  n n  J a n . 1. 1985, 
from  o ffsho re  gas and  " j ,e w "  gas d iscov e red  
a f te r  A p r il 1977. B u t i t  r e ta in s  in d e f in i te ly  
p r ic e  ce ilin g s on " o ld "  g as found  b e fo re  th en  
an d  in c lu d es com plex m ech an ism s  th a t  m an ­
d a te s  28 p ric in g  p ro ced u re s .

"T h e  m ost u rgen t p ro b lem  is th a t  n a tu r a l 
g as p r ice s a re  now on a v e ra g e  to o  h ig h ,"  
B u tle r  sa id . "C onsum ers a re  b e ing  re q u ire d  to  
p a y  p rice s th a t se rv e  no  r a t io n a l econom ic 
pu rp o se ; p roduce rs w ith  n ew  su p p lie s  are  
f in d in g  it im possib le  to  m a rk e t  th e i r  g a s ."

W ith th e  p rices fixed  b y  th e  la*w r a th e r  th a n  
ch ang ing  w ith  the n a tu r a l  f lu c tu a t io n s  in  th e  
m a rk e tp la c e , B u tle r  s a id , co n g re ss io n a l a c tio n  
is needed  o r con sum ers w ill tu rn  to  less c o s tly  
sou rces o f energy .

Anchorage D aily  N ew s S u n d a y , ^ n r i i J J / _ 2 9 8 j _



>y Lynn Peebles ;?/;•
I n x s  W a s h i n g t o n  B u r e a u  ’  * .  •

W ashington' — Seri. F ran k  
durkowski, R-AJaska, Wednes­
day endorsed the deregulation of 
laturai g a s . p rices , but sa id 
:hanges m ust be m ade in the 
leagan  adm in istra tion proposal 
o m eet th e  unique, situation in
daska. __

At a  Senate E nergy and N atu-' 
a] R esources Comm ittee hear- 
ag, Murkowski said the adm in- 
■tration bill is a  good first step  
)ward ending na tu ra l gas well-' 
ead p rice • regulation. But he  ' 
aid A laska residen ts m ay face 
uge in creases in the ir utility 
|}Us if the legislation is .no t re-.

i 7s’. • •* * * '<■
‘‘A laska’s : unique conditions'' 

iviously w ere not taken into. 
>nsideration when this bill w as ' 
tfted,” Murkowski said. *‘I 

th a t the fre e  m arket ap- 
ich is p re fe rab le  when com- 

:tition is availab le . However, in 
laska, w here utilities m ay have 
■Jy one sou rce of gas and a re  
>t connected to  any Lower 48 
peline, th e re  is no opportunity 

shop around for a b e tte r *. 
ic e ."  .
•Murkowski said th a t without 
m petition , th e re  is no ceiling 

the p rice  p roducers could 
a rg e  A laska consum ers for 
.tural gas.
"Chugach E lec tr ic  estim ates 

at an in crease in natural gas 
ices to $3.50 p e r million cubic 
-t of gas would require it to 
ek a 100 percen t increase in

u r g e s  g a s
e lec tric  ra te s ,” th e  sena to r said. 
Chugach E lec tr ic  now pays as 
little  a s  21 cen ts p e r million cubic 
feet fo r na tu ra l gas. 

a E n e rg y  S ecre ta ry . Donald P ..
Hodel,.whose appea rance  kicked 

•'- off leng thy hearings on na tu ra l 
. ' g a s  deregulation , to ld ..-M ur­

kowski he will w ork w ith the 
r .'A laskan -oo abso lu tion  to . the* 

' s ta te ’s  special prob lem s. •; • • • ; a  
.Hodel also told Murkowski the 

federa l governm ent does . not 
w an t to in te rfe re  w ith the ro le of 
s ta te  utility  comm issions in limit- 

-ing wellhead prices in in tra s ta te  
g as sa le s .- -;.-y-, , ..

. ‘‘Poin ting again  to A laska’s 
situation , i t ’s  essential th a t noth­
ing in federal leg islation pre- • 
elude the A laska Public U tilities 
Commission from  exercising 
contro l over la te s , ’1 Murkowski 
said. .y-\-V .v '. ..... , ...

In  a  s ta tem en t to th e com ­
m ittee , Murkowski said the ad ­
m in istra tion bill; provides " a  
fram ew ork within which we can 
begin to  address th e  prob lem s 
and d istortions which have p la ­
gued na tu ra l gas consum ers in 
recen t y e a rs .” '•

" I  am  a  g re a t be liever in the 
free m arke t. We m ust move to­
w ard decontro l w here the m a r­
ket can  work, while m aking spe­

cial and care fu l provisions in 
those in stances w here the m ar­
ket cannot work,” Murkowski 
said. .. - . ' ' • . . . . .  '•

Hodel to ld the com m ittee the 
bill will ."assure American con­
sum ers of an  adequate supply of 
natural g as a t a . reasonable 
price.' " U nder cu rren t m arke t 
conditions, t h e r e ’ is an excess 
supply of n a tu ra l gas. -U nder 
such, conditions, any first y ea r 
economic s tu den t will tell you

prices should decline.” . *-'• J  
: But prices a re  rising,' B t
said, "because the current Nr" 
ral G as Policy Act is distort 
the m arke t and  creating an  

- ; cial b a rr ie rs .” J
. • Any move, to  lift all p rice c, 
trols on natu ra l gas is likely 

4 . s p ^ k  stiff opposition on Cap 
' Hill. Consumer groups, fear 

control will le?.d to d ram a tic  
higher utility bills. r

•Jfi. i

0 iI export rule ease urge
The Associated Press A A-
. W A S H IN G T O N  -  .S e n s .

, Ted S te v e n s  an d  F r a n k 'M u r ­
kow sk i h a v e  u rg ed  C om m erce 
S e c re ta ry  M alco lm  B a ld r ig e  
to  recom m end  rev is io n s  in  th e  
E xpo rt A d m in is t r a t io n  A c t to  
rem ove re s tr ic t io n s  on th e  ex ­
p o rt of A la s k a n  c rude  o il;
; The a c t e x p ire s  in  S e p tem ­
ber, and  i t  is c u r re n t ly  u n d e r ­
going a n  a d m in is tr a t io n  r e ­
view  b e fo re  P re s id e n t R eag an  
fo rw a rd s  h is  r e c o m m e n d a ­
tions to  C ong re ss fo r ren ew a l.

The a c t w a s :-am en d ed  in 
1979 to  t ig h te n  r e s tr ic t io n s  on  
the e x p o r t o f re sou rces . O il

. e x p o r ts  a re  p ro h ib ite d  \  
-• e x p re s s ly ..a p p ro v ed  b y  

Jgress. V-, , .  ■ }•'.
’. rr’’ M u rk ow sk i sa id  th a t!  

is th e  tim e  to  ' beg in  
le n g th y  p rocess of re n  
fed e ra l re s tr ic tio n s  a r c  
p a r in g  fo r th e  p o s s ib ij 
f u tu r e  e x p o r ts  o f AH  
o i l .” - • •...-,4 .;..;'- .-.

H e sa id  rev is in g ; t b  
w ou ld  rem ove on ly th{ 
ro adb lo ck  to  the expc 
A la sk a  oil,, because th a
faces re s tr ic tio n s  con ta i 

- th e  T ra n s -A la s k a  P i 
S y s tem  A c t- . '.

Anchorage Daily News Wednesday, March
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Major oil firms stanco 
to gain from decontrol

• • * , ‘ .k *  , «r • -

ana lys is -By MILTON R. BENJAMIN
The Washington Post •

W A SH IN G T O N  —, P r e s i ­
d en t R e a g a n ’s p ro p o sa l fo r  ■ E xx on /* . T e x a c o ^ ; G iiif  a n d
removing federal: controls,( ;Shefi'.::~jconbrol7m 6fk,j.th^v7fl$.lil^:;" = ~ S ~ i - ~ ^
from the'price of natural gas ; percent-oTitsanil^stand'.tO ̂ ain   -~zrnnn:n^=-.^

w ould  fre e  “o ld  g a s ,”, w h ich  
accoun ted  :fo 'r a b o u t ' 56 p e r ­
cen t o f - gas, b o u g h t b y  -the 

' m a jo r  in te r s ta te  p ip e lin e s  la s t 
y ea r, f rom  a ll c o n tro ls  a s o f 
Ja n . 1; 1986. ■ .

-.rr--The to p  20 p ro d u c e rs - -o f

•• Theses ‘p ro d u ce rs  now '; a r e > i: 
se llin g  o ld  gas .to  th 'e 20 la rg -^v  
e s t . in te r s ta te  p ip e lin e s  .a t - anV'.'

- a v e r a g e " o f  abb u t‘."$i.38 per.':'i|:
1,000 cub ic  fe e t, acco rd ing> to ; 
th e  la te s t  g o v e rnm en t f ig u re s .-

J s p c h  gas ' — v ied ' by  M ob il, See Back Page, MA.k~)R-
• *i/ I"s tr '  • ' ’--s ; , ‘ v''1a ‘v T ’\>vli:'‘ ; .'bi'tt*' '_____ \____ ‘____ -_______

/lajor oil firms stand to gain from decontrol of gas prfcr
Continued from Page A-1

The r a t io n a le  fo r  th e  gov- 
m m en t c o n tro ls  t h a t ,  h o ld  
Sown th e  p r ic e  o f “o ld  g a s "  
rom ’ w e lls  t h a t  w e re  p rod uc - 
ng b e fo re  1977 is th a t  w h em  
irilling  and  e x p lo ra tio n  ccs'.s 
.ave been re cov e red , th e  co st 
•f co n tin u in g  p ro d u c tio n  - is
D W .

“M any o f th e se  w e lls  w e re  
•rought in  y e a rs  ago . T hey  
.'ere easy  . to  f in d  becau se  
hey w ere  in  o r  n e a r  k n ow n  
as-p roduc ing  geo log ica l fo r ­
mations. T hey a re  sh a llow ; so 
hey d id n ’t  co s t m u c h ,” a 
o v e rn m e n t a n a l y s t  s a id .  
The m a rg in a l co s t o f p roduc- 
ng gas from  som e o f th e se  
^ells is on ly  p e n n ie s .”

But th e  b i l l  l i f t in g  c o n tro ls  
/ould e n ab le  th e  com pan ie s  
oat own th is  o ld  g as to  dou- 
le th e  a v e ra g e  p r ic e  fo r it . In 
ome cases in  w h ich  th e y  a re  
elling old gas fo r a s  l i t t l e  as 
9 cen ts p e r  1,000 cub ic  fee t, 
mey m ay  be a b le  to  boo st 
meir p r ic e s  b y  700 o r  800 
ercent.
New gas is s e ll in g  to  in te r-  

tate p ip e lin e s  a t an  a v e rag e  
f $3.30 p e r  1,000 cub ic  fee t, 
ccording to  th e  la te s t  g o v em - 
jent f ig u re s . A n a ly s ts  say 
ley b e liev e  th a t  th e  p re s e n t

m a rk e t-c le a r in g  p r ic e  w he re  
m o s t gas sa le s  w ou ld  ta k e  

. 'p la c e  , if  n o  c o n t r o ls ' e x is ted  
. m ig h t now  b e  as low  a s  $2.50.

'B u t  t h e  E n e r g y . D e p a r t ­
m en t p ro je c ts  th a t  th e  a v e r ­
age p r ic e  o f gas u n d e r  i ts  
p ro p o sa l w ill r is e  from  th e  
p re s e n t $2.70 to  $3.60 in 1986, 
w hen  th e  d eco n tro l 'p rocess 
w ou ld  beg in . T hu s, th e  p rice  
of o ld  g as a f te r  J a n . 1, 1986, 
cou ld  be exp ec ted  to  ap p ro ach  
th e  $3 level.

M oreover, p ro d u ce rs  o f o ld 
gas w ou ld  be a b le  to  d em and  
th is  h ig h e r  p r ic e  im m ed ia te ly  
— e v e n  th o u g h  som e  a r e  
lo c k e d  in to  lo n g - te rm  con­
tr a c ts  th a t  ru n  in to  th e  la te  
1980s an d  1990s — becau se  th e  
a d m in i s t r a t i o n  b i l l  w o u ld  
p e rm it th em  to  b r e a k  e v e ry  
c o n tra c t on J a n . 1, 1985.

"O n  J a n . 1, 1985, th e re  w ill 
be a m ass iv e  p r ic e  shock  as 
g a s  p r o d u c e r s  s e c u r e  h ig h  
p rices fo r  th e i r  old gas o r 
ex e rc ise  th e i r  n ew ly  g ra n te d  
m a rk e t p ow e r to  b r in g  th e  
n a tu r a l  g a s m a rk e t  to  i t s  
k n e e s ,"  sa id  R ush M oody J r . , 
a m em be r o f th e  F e d e ra l P ow ­
e r C om m ission  from  1971 to  
1975.

E ne rgy  S e c re ta ry  D ona ld  
P . H ode l, a sk ed  a t a new s 
c o n fe re n c e  to  id e n t i f y  th e

■winners and  lo se rs u n d e r  th e  
a dm in is tra tio n , p ro p o sa l, con ­
ceded th a t  p ro d u ce rs ' o f low - 
cost g as “a re  o p tim is t ic  th a t  
th e y  a re  go ing ' to  g e t som e­
th in g  b e t te r .”

H o d e l s a id  p ro d u c e r s  o f 
h igh -cost sup p lie s , on th e  o th ­
e r h a n d , “a re  v e ry  fe a r fu l 
th a t  th e i r  p r ice s  m ay  be  d r iv ­
en d ow n ."

B u t th e  h ig h e s t co st gas — 
w hich com prise s on ly  ab o u t 5 
p e rcen t of a ll d om e s t ic a lly  
p roduced  gas and  h as b een  
se llin g  a t m o re  th a n  $7 p e r
1,000 cub ic fee t — is " t h e  
a om a in  o f re la t iv e ly  sm a ll 
com p an ie s ,” acco rd ing  to  a 
F e d e r a l  E n e rg y  R e g u la to r y  
C om m ission  o ffic ia l.

T ho u san d s  of in d e p e n d e n t 
com pan ie s a lso  p ro v id e  a  m a ­
jo r i ty  o f th e  rem a in in g  n ew  
gas, w h ich  m ay  o r  m ay  n o r  
d rop  som ew ha t in p r ic e  u n d e r  
decon tro l. W hile th e  m a jo r  
com pan ies a lso  ow n a co n s i­
d e rab le  am oun t o f th is  new  
gas , in d u s t r y  a n a ly s t s  s a y  
th e ir  s ta k e s  a re  n o t n e a r ly  a s  
h igh as in  o ld gas.

"O ld  gas is o v e rw h e lm in g ­
ly sk ew ed  to  th e  m a jo r s ,"  th e  
com m ission  o ff ic ia l sa id .

T hese  to p  20 p ro d u c e rs  o f 
o ld gas, acco rd ing  to  a s tu d y  
p e rfo rm ed  by  th e  C o n sum e r

F e d e ra tio n  of Ameri- 
c o n tra c ts  ca llin g  , fo r '  
su p p ly  72.3 p e rc en t of 
gas pu rch a sed  la s t  yea- 
n a t io n ’s 15 la rg e s t pi) 
acco rd ing  to  th e  federa  

, The fe d e ra tio n  cal- 
th a t  if d econ tro l w e re  t .  
in  1983, a p ro sp ec t th a ‘ 
t h e  a d m in i s t r a t i o n  
w ou ld  no t pccu r u n til 
th ese  to p  20 n a tu r a l ga: 
ducers " s ta n d  to  ga in  a 
b illio n  w in d fa ll from  
sa le s o f old g as to  onty 
in te r s ta te  p ip e lin e s  for 
p e rio d  1983-1990." *

W hile th e  fed e ra tio n  
n o t u p d a te d  its  p ro jec tio i 
ta k e  in to  accoun t th e  d'tf 
en t schedu le  o f th e  new 
m in is tra t io n  p ro p o sa l, ct 
in d u s try  and  g o v e rn m e n t ; 
ly s ts  s ay  th e  W hite He 
p la n  cou ld  con se rv a tiv e ly  
exp ec ted  to p roduce  a 
b illio n  W indfall.

The to p  20 o ld  gas 
ducers , in  a d d it io n  to  tin  
m en tio n ed  e a r l ie r , a re  T ;; 
co, S ta n d a rd  o f In d ian a , £ 
d a rd  o f C a lifo rn ia , Phi£] 
A tla n tic  R ich fie ld , Getty, 
tie s  S erv ice , U n io n , Supc 
Sun , E l P aso , Conoco, 1 
zoil, M ara th on  a n d  Coluu 
a c c o rd in g  to  th e  co n s t 
fe d e ra tio n .



Quick solution to gas pricing urged
By TIM AHERN
The Associated Press

W ASHINGTON  -  The head  o f th e  F ed e ra l 
E nergy  R eg u la to ry  C om m ission  v, a rn ed  S a tu r ­
day th a t un less C ongress ac ts q u ick ly  to  so lve 
n a tu r a l gas p r ic in g  p ro b lem s , in p re  "w il l  be a 
d is a s te r  in th e  gas m a rk e t"  fo r bo t, .n sum - 
ers and  p ro d u ce rs .

“R u les g o v e rn in g  n a tu r a l g -  o rices m u s t 
be changed , and  th e y  m u s t be cbcinged so o n ,” 
FERC  c h a irm an  C.M. B u tle r  III to ld  th e  
S en a te  E ne rgy  and  N a tu ra l R esources Com ­
m itte e . T he com m iss io n  ov ersee s th e  gas 
p ric ing  sy s tem .

The p an e l f in ish ed  fo u r d ay s  o f h e a r in g s  on 
P re s id e n t R eag an 's  p la n  to rem ove  a ll con tro ls  
from  n a tu ra l gas by  1986, a p lan  R eagan  says 
w ill cu t p r ice s  and  end  th e  com p la in ts  of 
con sum ers w ho h av e  been  h '.t by  p r ic e  h ik e s  o f ' 
40 p e rcen t to  50 p e rc en t a y ea r .

But R e ag an ’s p lan  f a c e s 's t i f f  o p p o s itio n  in

C ongress, w h e re  m ore  th a n  20 b i l ls  h av e  been 
in tro d u ced , rang ing  from  p a r t ia l  d eco n tro l to  
re im p o s itio n  of p rice s a lre a d y  lif te d .

The 1978 law , enac ted  a t a tim e  of gas 
sh o rta g e s , li f ts  p rice  co n tro ls  rm  J a n . 1, 1985, 
from  o ffsho re  gas and  " n e w "  gas d iscov e red  
a f te r  A p ril 1977, B u t it r e ta in s  in d e f in i te ly  
p r ic e  ce ilin g s on " o la "  gas found b e fo re* th en  
and  in c lud es com plex  m ech an ism s th a t  m an 
d a te s  28 p ric in g  p ro cedu re s .

"T h e  m ost u rg en t p ro b lem  is th a t n a tu ra l 
gas p rices a re  now  on a v e rag e  too h ig h ,"  
B u tle r  sa id . "C on sum e rs  a re  b e ing  re q u ire d  to  
p ay  p rice s th a t se rv e  no r a t io n a l econom ic 
pu rpo se ; p ro d u ce rs  w ith  new  su p p lie s  a re  
f in d in g  it im po ss ib le  'o  m a rk e t th e i r  g a s ."

W ith th e  p rices fix ed  by th e  la \v r a th e r  th a n  
chang ing  w ith  th e  n a tu ra l f lu c tu a tio n s  in  th e  
m a rk e tp ia c e . B u tle r  sa id , con g re ss io n a l a c tion  
is needed  o r con sum ers w ill tu rn  to  less co s tly  
sou rces of energy .

b-n*" t*..1-' A n c h o r a g e  Da i ly  N ew s S u n d ay , f^ \arch 19'. I 9»n

- J  f O tM J V I I  J.Uy

disastrous’ N a tu ra l *»* P™ *8

_ ’l

I .

gas prices
A sso c ia te dPrest _

Washington — The head of the 
F e d e ra l . E ne rgy  ; Regulatory 

.Commission w a rn ed - Saturday 
th a t unless Congress ac ts  quickly 
to solve n a tu ra l gas pricing prob­
lem s; th e re  “will be .a  d isaster in 
the gas"-m arket"; for both con­
sum ers and producers! V  
y “Rules governing natu ra l gas 

prices m ust b e  changed, and they 
m o s t.b e  changed soon,’’ FERC  

' chairm an C.M. Butler I I I  told the 
Senate E nergy .a n d  N atural Re­
sou rces Committee.- The com- i 
mission oversees the gas 'p ric ing ( 
s ys t em/ ’ ' -h):• >•';

The panel fin ished .four!days j 
of hearings on P residen t. Rea-, i 
gan ’s plan to' rem ove a ll controls j 
from  na tu ra l gas by-1986, a  plan 
Reagan says will cut prices and-1 
end the com plain ts of consumers' 
who have been hit by price hikes i 
o f . 40 percen t to 50 percen t a  j 
year. - , - .7  ' j

But R eagan ’s plan faces stiff J 
opposition in Congress, w here , 
.more than 20 bills have been in- ( 

Seq N atura l, page A-10 .1

Continued from  page A-l 
troduced, ranging from  partia l 
decontrol to reimposition of 
prices a lready lifted.

The- 1978 law, enac ted a t a 
tim e 'o f gas shortages, lifts price, 
controls on Jan . 1,1985, from  off*'. 

- shore gas and “new " gas discov­
ered a f te r  April 1977. But it re ­
tains indefinitely p rice  ceilings! 
on “old” gas found before then 
and includes complex mechan-;' 

• isms-' t h a t ' m anda tes 28 pricing 
procedures. -j* I. - *- - -

The Reagan plan would allow 
ail pipelines and producers to re ­
negotiate . th e ir existing long­
te rm  con trac ts. B ackers of the 
plan argue th a t producers could 
then get h igher prices fo r old gas 
while pipelines could get low er' 
prices for new gas;
• "The most u rgen t problem  is 
that natu ral gas prices a re  now 
on average too h igh ," Butler 
said . “Consumers a re  being re­
quired to pay p rices that serve no 
rational economic pu rp o s ;; pro­
ducers with new supplies a re  
finding it impossible to m arket 
the ir gas ."
, With the prices fixed by the 

law ra th e r than changing with 
the natural fluctuations in the 
m arke tp ’ace, Butler said, con­
gressional action is needed or 
consumers will tu rn to less costly ' 
sources of energy. P roducers 
will lose custom ers and m ay go

bankrupt, he said.
The cu rren t gas 

prices artificially 
oil glut, w ith its 
prices, will m ean a sw itch to 
he predicted, "and  the resu lt 
be a  d isaste r in the gas m arke t.” 

j ' . . FERC  supports R eagan 's pro- . 
posal and Butler, said it 'w ill re ­
duce prices because “the price o f .' 
gas follows the price of oil.” ...

' -  But* Sen. - H ow ard -M etien --.
baum , D-Ohio,: sa id .'FERC  has 

• “total]./ let down the consumers 
' of th is country" by its decisions 
on energy m a tte rs  and said he 
looked “askance" a t- Butler’s 
prediction of p rice decreases.

Several consum er groups told 
the com m ittee tha t prices would 
increase under decontrol. '

.The National Association of 
Regulatory U tility Commission­
ers said consum ers need to be 
pro tected during periods of over- 
supply and local producers need 
to have m ore options in selling 
the ir product. ■

“Today’s prevailing prices for 
na tu ra l gas continue to increase 
even a s dem and is dropping and 
gas supplies a re  grow ing more 
abundant," sa id L aura Murrell, 
chairm an of the Kentucky Public 
Service Commission, speaking 
for the com m issioners’ group.

“Demand-sensitive pricing of 
na tu ra l gas rem ains largely an 5 
unrealized d ream ,” she said.
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MUCH DOUBT ha_ been 
ca s t on any even tuality  that 
N orthw est A lasken Pipeline 
Co. will build a  gas pipeline 
from  Prudhoe- Bay through 
Canada to the M idw es t.. ,

T here  have been y ea rs  of 
delay in the $43-billion pro ject 
because N orthw est h as had 
prob lem s finding financial 
back ers Some of the sponsors 
a re  in the p rocess of p ro tec t­
ing them selves by establish ing 
re se rv es in c a se  the p ro jec t 
falls through.

The com pany said last Oc­
tober construction is less and 
less likely all th e  tim e because 
the F edera l E nergy Regula­
to ry Commission would not 
allow it a sufficient ra te  of re ­
turn . At best, the Canadian 
route could be considered to 
be on the back bu rner.

AN ALTERNATIVE ail- 
A laska route from  the North 
Slope to tid ew a te r has some 
popu lar support, particu larly  
now tha t the Canadian rou te  is 
doubtful. A m ove in the legis­
la tu re  to endorse of the Alaska 
line, however, has m et opposi­
tion from a firm  of consult­
an ts. They said the sta te  
should keep its options open.

The consultan ts, Booz, 
Allen & Ham ilton, w ere com ­
m issioned by fo rm er Gov. Jay  
Hammond, whose anti-devel­
opment philosophy is well 
known. They concluded that 
both proposal <• a re  on shaky 
ground and .a c e  huge obsm- 
cles and *'.e chances a re  slim 
that eith *r could ev e r be bulit.

BacKers of the Canadian

route lack m oney. The A laska 
rou te lacks federal au tho riza­
tion. And the cu rren t soft m a r­
ket fo r p a r ic a  d e te rren t to

*• A " TASK FORCE co­
chaired by two o the r fo rm er 
governors, W alter J . h ickel 
and William A. Egan, has p ro ­
posed the Alaska transm ission 
sysfem  and it m akes a  lot of 
sense from  the A laska view­
point. The gas would be 
moved by pipeline to the 
Kenai Peninsula, w here it 
would be liquefied and shipped 
by tanker to Japan , o the r P a ­
cific rim  countries o r m arke ts 
on the west coaut of the U.S. .

The challenge to those who 
back the Alaska system  Is to 
get authorization from  the fed­
e ra l governm ent. F o rm er 
P residen t C a r te r  chose the 
Canadian rou te  severa l y ea rs 
ago and Congress ra tified  it. 
T ha t ra tification had no te rm i­
nation da te , so Northwest has 
the federal blessing until th e  
president and Congress w ith­
d raw  it o r the company 
throw s in the towel.

A legislative endorsem ent 
of the all-A laska gas line, 
which would follow the trans- 
Alaska oil pipeline route much 
of the way, would be helpful as 
a s ta rtin g  point in any drive to 
get congressional approval.

Since the Canadian pro ject 
is viewed by m any a s  dead, 
the only decision facing the 
s ta te  would app ea r to be 
w hether o r not to p rom ote an 
all-A laska line.
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R e p r e s e n t a t i v e  M ae  Tischer 
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u c h  V
Juneau, A l a s k a  99811

D ea r  R e p r e s e n t a t i v e  Tischer:

The R e s o u r c e  D e v e l o p m e n t  C o u n c i l  a d v o ca t es  the removal 
of all u n n e c e s s a r y  co nst r ai nt s  on the wise and 
ju d ic i ou s  d ev e lo p m e n t  of A la s k a ' s  resources. It was, 
therefore, wi th  great inte rest that we reviewe d H ou s e 
J oi n t R e s o l u t i o n  No. 4 0  w hi c h y o u  have  co-sponsored.

We b e l i e v e  that if A l a s k a  is to have the economic 
g ro w th  and p r o s p e r i t y  it needs, all i m pe di m en t s to the 
d e v e l o p m e n t  of our res ou rces must he evalut ed  and all 
that are u n n e c e s s a r y  removed.

The e x i s t i n g  price  con tr ol s on natu r a l gas do much to 
d i s c o u r a g e  the d ev el opment  and full u s e  of A la sk a' s 
e n o r mo u s n a t ur a l gas reserves. C on t r o l s  di s co u ra ge  the 
c o n d uc t  of free e n te r p r i s e  and creat e a r t i f i c i a l  price 
s t r u c t u r e s  w h i c h  could e v e n t u a l l y  h el p  insure a na tu r al  
gas s h o r t a g e  for the nation. D e c o n t r o l  of na tural gas 
p ri c es  wo u ld  help create a cl im at e that e nc ou r a g e s  
g r e a t e r  d e v e l o p m e n t  and use of the rese rv es and prov i de  
l o n g - t e r m  b e n e f i t s  to all users.

Yo ur  r e s o l u t i o n  appears to be s u p p o r t i v e  of our 
p o s i t i o n  and, to the extent that it embr ac e s our 
concepts, we w h o l e h e a r t e d l y .en d or s e the resolution.

S incere ly ,

R E S O U R C E  D E V E L O P M E N T  C O U NC IL  
for Al aska, Inc.

encl.
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PRODUCTION DEPARTMENT
A l a s k a  o p e r a t io n s

March 17, 1983

Representat ive Mae T ische r 
Alaska State Capitol 
Pouch V
Juneau, Alaska 99811 

Dear Representat ive TTscher:

Last, year a move, by a .number of consumer and supp l ie r groups was 
begun to d e re ^ j l a t e natura l gas, the only p r ima ry U.S. energy source sti l l 
unde r federal pr ice cont ro ls . Un fo r tuna te ly , the 97th Congress failed to 
address the issue. However, recent ly President Reagan proposed compre­
hensive natu ra l gas legislat ion to the Congress tha t would achieve a free 
market at the wellhead by 1986. Congressional hear ings are now being held 
on this impor tan t bi l l . ___

Exxon suppor ts the decontro l of natura l gas at the earl iest possible 
date and bel ieves tha t the best way to accomplish th is is th rough a compre­
hensive, phased- in approach, such as tha t proposed by President Reagan. 
We do, however , bel ieve tha t some modif icat ion of his proposal is needed to 
limit the de f in i t ion of the so-cal led "gas cap" pr ice , and to make more 
f lex ib le the limitat ions on in te rs ta te pipel ines ' ab i l i t y to "pess - th rough " gas 
cost increases. We believe that these would encourage the negotiat ion and 
renegotia t ion of contrac ts between producers and pipel ines, which is one 
important element of the decontro l process.

Despite the claims by some in Washington, D . C . ,  decontro l of natu ra l 
gas will not doom the Alaska Natural Gas Transpo r ta t ion System. The t r u t h  
is, decontrol wil l have no impact on the cu r re n t p lanning fo r the ANGTS 
pipel ine or the prospects fo r its complet ion. In fac t , the move toward 
decontrol can be of benef i t to the State of Alaska. The recent repo r t by 
Booz, Allen and Hamilton to the State on al te rnat ives fo r natu ra l gas t r a n s ­
porta t ion and use detai ls f ive independent studies of the na t ion ’s supp ly 
and demand situat ion fo r th is fuel betwep.i now and the year 2000. All f ive 
studies show tha t , beg inn ing in the 1990’s, the Lower 48 demand fo r 
natural gas wil l ou ts t r i p Lower 48 supp/ies. The balance must be made up 
from Alaskan natura l gas, imported l iqu i f ied natura l gas or o the r gas 
supplements. The antic ipated shor t fa l l in Lower 48 natu ra l gas suppl ies is 
estimated to be approx imate ly three times the amount of gas avai lable from 
Prudhoe Bay. With decontro l , the value of Alaska's natura l gas will be 
determined by the marketp lace, not by ar t i f i c ia l condit ions imposed by
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government con t ro l . V/e bel ieve tha t the State of Alaska, its c it izens, and 
those of us produc ing gas in the state w i l l , in the long term, benef i t from 
allowing market forces to preva i l .

I hope tha t you agree with us on the benefi ts of natura l gas decontrol 
and the need fo r some ref inement of the President 's proposal. I f you do, I 
would u rge you to let Frank Murkowsk i (who is on the Senate Energy 
Committee), Ted Stevens, and Don Young know of you r suppo r t whi le the 
Congress is ac t ive ly cons ider ing decontro l . You may f ind occasion to talk 
with them in person while they are home fo r the Easter recess, March 25 
th r u Ap r i l 5. In any event , you r contacts wil l be most ef fect ive if made 
du r ing the nex t two or th ree weeks.

Thank you fo r you r in te res t . For you r informat ion, I am enclosing a 
copy of a recent paper on the benef i ts of deregu la t ion , publ ished by the 
Natural Gas Consumers Information Center , an independent gas users 
coal i t ion. I hope you ' l l take time to look it over . If I can prov ide any 
f u r t h e r in format ion on this impor tan t issue, please let me know.

S incere ly ,

R. H. Weaver
Alaska Operat ions Manager

R H W / d a g
Enclosure
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The H o n o r a b l e  M a e  T i s c h e r  
A l as k a S t a t e  L e g i s l a t u r e  
P o u c h  V
June a u,  A l a s k a  9 9 8 1 1  

De ar  Mae:

Thank y ou  for p r o v i d i n g  m e  w i t h  a c o p y  of yo ur  r e s o l u t i o n  
u rging the d e c o n t r o l  of n a t u r a l  gas pr ices. I favor the e l i m i n a­
tion of pr i ce  co nt rols.

r
As you m a y  k n o w ,  the w e l l h e a d  p r i c e  of n a tu r al  gas is regu­

lated by a c o m p le x , 2 8 - t i e r  p r i c in g  s y s t e m  under wh ich gas pric es 
may var y as m u c h  as 3500%. -This p r i c i n g  system, e s t a b l i s h e d  
u nd e r the N a t u r a l  Gas P o l i c y  A ct  of 1978, is so rigid that it 
wi ll  not a l l o w  g a s  p r i c e s  to respond to m a r k e t  forces. Thus, 
d e s p i t e  the fact th a t  we  hav e a s u r p l u s  of ga s d e l i v e r a b i l i t y , 
p r i c e s  are g o i n g  up. I b e’ieve, the re f or e,  w e  m u s t  mov e toward 
the free m a r k e t  in s uc h  a w a y  as to a l l o w  gas prices to m o d e r a t e  
in r e s p o n s e  to c u r r e n t  d e c r e a s i n g  d e m a n d  and sur pl u s of 
d e l i v e r a b i l i t y .

The P r e s i d e n t  has p r o p o s e d  a p l an  d e s i g n e d  to mo v e  us to the 
free m a r k e t  over a p er i od  of 2-3 years w h i l e  p r o v i d i n g  tie c o n­
sumer some p r o t e c t i o n  from i n c r e a s i n g  gas prices. Thi~ plan, if 
e n a ct ed  by C o n g r e s s ,  w o ul d  e f f e c t i v e l y  r e m ov e all F e d er al  c o n­
trols on  the w e l l h e a d  p r i c e  of n a t u r a l  gas by J a n u a r y  1, 1986.
The P r e s i d e n t ' s  pl an  would a t t e m p t  to p r o v i d e  c o n s um er  p r o t e c t i o n  
thro u gh  a "price cap" and a l i m i t a t i o n  on ;the costs a p i p e l i n e  
may pass  on to its c o n s u m e r s  d u r i n g  the i n t e r i m  pe ri o d  prior to 
c o m p l e t e  d e c o n t r o l .

A l t h o u g h  I feel the P r e s i d e n t ' s  a p p r o a c h  is an i nn ovative 
one, it c o n t a i n s  s e v e r a l  e l e m e n t s  th a t  t r o u b l e  me greatl y.  For 
instance, the P r e s i d e n t ' s  pl an  w ou ld  a l l ow  e i t he r pa rty to a gas 
p u r c h a s e  c o n t r a c t  to t e r m i n a t e  that c o n t r a c t  on J a n u a r y  1, 1985. 
For instance, if a la rg e e l e c t r i c a l  u t i l i t y  has  secured a long 
term, low p r i c e  gas p u r c h a s e  c o n t r a c t  and a c c o r d i n g l y  m a ke s  an 
i n ve s tm e nt  d e c i s i o n  to b u i l d  a p o w e r p l a n t  on or near the nat ur al  
gas field from w h i c h  the gas is bo ug h t,  it is c o n c e i v a b l e  that 
the p r o d u c e r s  who sell the gas to the u t i l i t y  c ou l d re fu se to 
h on or  the c o n t r a c t  on J a n u a r y  1, 1985. The u t il it y,  in need of 
the gas from the field at w h i c h  it has b u i l t  its p o w er p la n t,  

would be in a p o s i t i o n  of h a v i n g  to p a y  w h a t e v e r  the p r od ucers



T h e  H o n o r a b l e  M a e  T i s c h e r  
A p r i l  19, 1983

fe lt the  u t i l i t y  c ou l d bear. T h a t  cost, of co urse, w o u l d  be 
p a s s e d  o n  to consum e rs .

In the l ow er  48, this s i t u a t i o n  would  be m i n i m i z e d  by p r o v i­
si o n s  in t he  P r e s i d e n t ' s  b i l l  wh i ch  w o ul d  a ll o w the u t i l i t y  to 
b uy  gas e l s e w h e r e  and a r r a n g e  to ha v e  that gas b r o u g h t  to it 
t h r o u g h  the e x i s t i n g  i n t e r s t a t e  gas p i p e l i n e  s y s t e m  in the lower 
48. H o w e v e r ,  b e c a u s e  A l a s k a  is not i n t e r c o n n e c t e d  w i t h  the lower 
48 p i p e l i n e  n e t w o rk ,  the a b i l i t y  of the u t i l i t y  to "shop ar ou nd " 
for a l t e r n a t i v e  gas is s e v e r e l y  limited.

The exampl' I h a v e  o u t l i n e d  exi st s in Alaska, w h er e C h u g a c h  
E l e c t r i c  b u i l t ,  p o w e r p l a n t  on the B e l u g a  gas field. C h u g a c h ' s  
d e c i s i o n  to b ui ld  that p o w e r p l a n t  was a sound in v es t me nt  d e c i s i o n  
b a s e d  on a lo ng term, low p r i c e  co nt ra c t.  I do not b e l i e v e  we 
c an " c h a n g e  the r u l es  in the m i d d l e  of the game" and ask A l a sk a n 
c o n s u m e r s  to b e a r  the p o t e n t i a l l y  s ev e re  costs as the re sult of 
thi s l e g i s l a t i o n .  T h e r e f o r e ,  I will be p r o p o s i n g  some c h a n g e s  to 
the President'-s- bi ll  d u r in g  its c o n s i d e r a t i o n  by the E n e r g y  C o m­
mit t e e .

In g e n e r a l ,  I s u p p o r t  d e c o n t r o l .  C o n t i n u e d  p r i c e  c o nt ro ls  
will  o n l y  s e r v e  to c r e a t e  s h o r t a g e s  in a r i si ng  m a r k e t  and d i s­
tor t e d  p r i c e s  in a fa l li n g m a r k e t .  W h e r e  the free m a r k e t  can 
wo rk, we m u s t  a l l o w  it to work. However , there m u s t  be  p r o v i­
si o n s  m a d e  for s p e c ia l  s i t u a t i o n s  such as the one I h av e o u t l i n e d  
e a r li er ,  and I will c o n t i n u e  to work With the P r e s i d e n t  and the 
o t h e r  m e m b e r s  of the E ne r gy  C o m m i t t e e  to ad dr es s  t he se  issues in 
the  c o n t e x t  of the larger need to b r in g  r a t i o n a l i t y  and r e s p o n­
si v e n e s s  to the n a t io n' s  n a t u r a l  gas market.
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The H o n o r a b l e  M a e  T i s c h e r
Ho use of  R e p r e s e n t a t i v e s  
A l a s k a  S t at e  L e g i s l a t u r e  
P ou ch  V
Juneau, A l a s k a  99811

Dea r Mae:

T h a n k s  for sen di ng  m e  a co p y o f  y o u r  letter to 
P. H. W e a v e r  of E x x o n  c o n c e r n i n g  n a t u r a l  gas decontrol.

O n e  a s p e c t  of n a t u r a l  gas d e c o n t r o l  you are pro b a bl y 
aware of is that the  m a r k e t - o u t  p r o v i s i o n s  in the A d m i n­
ist r a t i o n ' s  bill, S e c t i o n  303 of S. 615, c ou ld  re su lt in 
s i g n i f i c a n t l y  h i g h e r  gas p r i c e s  for states w:.th no i n t e r­
state p i p e l i n e s ,  like Al a sk a . S e n a t o r  M u r k o w s k i  and I are 
w o r k i n g  to p r o t e c t  A l a s k a  from that a s p e ct  of the m a r k e t - o u t  
p r o v i s i o n s  o f  S. 615.

A ga in ,  th an ks for s e n d i n g  m e  a c o p y  of your resolution. 
I, too, s u p p o r t  the o v e r - a l l  o b j e c t i v e s  of the A d m i n i s­
trat ion' s n a t u r a l  gas p ro po s al s .

W i t h  b e s t  wishes ,



John Lichtblau advises:

Let’s decontrol 
all natural gas I n  e v e r y o n e ' s  b e s t  i n t e r e s t ,  w e  s h o u l d  

: h a n g e  t h e  N a t u r a l  G a s  P o l i c y  A c t s o  a s  to  d e c o n t i o l  t h e  w e l l h e a d  p r i c e  o f  g a s

VOU MAY N O T  B E  AWARE O F  IT  (59 percent 
if Americans a re  not, a polling firm re­
runs), but the prioe o f natural gas is con- 
m llcd by federal law. In fact, it is the only 
rorrunodity still subject to price regulation 
n peacetime .America.

Furthermore, natural gas prices have 
oeen regulated for a long time. The.N at- 
jral Gas Act o f 1938 said that companies ' 
transporting 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 
regulators set rates so low that gas pro-

^ucers^ 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, something had to be done. So, 
in̂  1978, Congress did something. It passed^ 
the Natural Gas Policy Act. The intent of 
NGPA was to decontrol new natural gas 
in time, but to pro tea consumers from a 
sudden leap in prices by doing it gradually.' 
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. 
“O ld" gas (found before the passage of 
NGPA) would be regulated until gone. 
Most "new" gas (found after passage of 
NGPA) would be deregulated in 1985. 
New “deep" gas (found below 15,000 feet) 
would be deregulated earlier and allowed 
to seek its price 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

*»■ • - • - • ' r*------- ••• -

wshoot himself in the foot. .The 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 ample, many ana­
lysts sec a shortage ditvelcping within a 
few years, even thougli the potential for 
finding more gas is gocd.

With a sense of deja vu, energy econ­
omist John Lichtblau observes that the 
government’s efforts to “pro tea" con­
sumers by controlling prices might serve 
as a textbook 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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W e  h a v e  g a s  s e l l i n g f o r  a s little a s  5 0  c e n t s  p e r  
t h o u s a n d  c u b ic  f e e t  (m cf) in  s o m e  f i e l d s  a n d  f o r  

a s  m u c h  a s SQ p e r  m c f  in  o th e r  fie ld s .

v tions.” Such is the case.' Seeking to help 
consumers, Congress has hu rt them in a 
different way.

*flt"is~dear bry~now,n Lichtblau advises, 
“tJuT tiie*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. (P IR INC ), Lichtblau heads one of the 
nation’s most influential independent study 
groups. Specializing in research and ob­
jective analysis of energy-related issues, 
P IR INC  publishes studies o n a  wide range 
of subjects. Lichtblau’s integrity and meth­
ods have earned him a level of res p e a  that 
places him among the top experts in the 
world in his specialty. His views widely 
sought and his opinions much quoted, 
Lichtblau argues forcefully that price con­
trols make no economic sense. In a recent 
interview, he explained why:

•

E x x o n  USA: Is the natural gas market 
'ir ilr o u b le ?
L I C H T B L A U :There are problems, but they 
are not as visible to the public as they were 
in past years because we don’t have a 
shortage of gas just now. Demand has de­
clined, and producers presently arc able 
to meet demands. We’ll probably consume 
between 19 and 20 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

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 
production. But aTw^im inediate_pro!>’- 
,lem is the tremendous price distortions the 
NGPA has caused. We have gas selling 

J a r  aslitdeasJiO  amts perjhousand cubic 
feet (mcf) in some fields and for as much 
asS9 per mcf in qther fields.JSomc regions 
get more ofJthcjowcr priced gas ihan oth-

Joromcn

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

/ a s .  You can imagine how this distorts'- 
^ rcmpctttron Daween^industnal consumers 
 ̂jocated in different regions. This is adirect 
^result of 'hcNGPA ..

E X X O N  USA: Wasn ‘l the NGPA supposed 
lo take care of such problems by gradual 
decontrol?
L i c h t b l . a U :  T ha t 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 10 years, the U. S. gas market | 
will remain substantially distorted by the 
NGPA. Congress opted for this partial 
decop'rol because it feared 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 mcf at the wellhead, equivalent to 
about S5.50 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 system 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*1 tlicu  
until 1985 new shallower gas and, of
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;e, kept controls on all old gas per-
:ntly.

ON USA: \V h a l j p d th is  do to th e  g a s.’' 

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 gas 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*, getting enough money for 
product because they are not rccover- 
he replacement cost of it. T lic result 
it supplies will probably continue to 
ne.

ON USA: How dots this translate into 
.rn e r concerns?
•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 by 1985, no consumer or com- 
;y would then be favored over another 
:se of different wellhead costs. There 
i  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 gas at the well- 
•s less than half of the cost to con- 
rs. Transportation of gas from the 
ead to the utility and distribution by

A  FEW F A C T S  A B O U T  N A TU R A L G A S
What Is It?

Natural gas consists mostly of a simple 
hydrocarbon called methane. T he rec­
ipe for methane is four atoms of. hy­
drogen to one atom of car boh. In un ­
derground reservoirs, methane may be 
mixed with heavier hydrocarbon, gases 
such as ethane or butar.e, w ith 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. T he 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?

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

in similar geological formations. Gon- 
sequendy, most of the 19,200 com­
panies that explore for and produce 
oil also explore for and produce gas. 
Last year, they produced natural gas 
from more than 189,000 gas wells and 
from tens of thousands of oil wells, as 
well. These companies are private en­
terprises risking private car! >1 in 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 gas to market 
through pipelines, which are subject 
to regulation as public utilities. There 
are more than 250,000 miles of gas 
transmission pipelines in operation in 
the U.S. AV. 50 states use natural gas, 
bui it is ' ansportcd to Hawaii in liq­
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. T ie  latter contract for 
enough g is supplies lo meet their cus­
tom e r’ 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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to f e d e r a l , sta le , a n d  lo ca l g o v e r n m e n t s  in  th e  
fo r m  o f  tax es.

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. I t belongs in the area of 
welfare policy ra ther than energy policy. 
Poor people, by definition, do not have 
enough of the necessities of life and that 
includes not only energy for heat but a l»  
food, shelter, clothing, transportation, and 
medical care. T h e  prices -nf these latter 
items 'r e  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. T h is coun­
try has a long and good record of federal, 
state, and local programs to help under - 
privileged people. Price controls have not 
been*a pa rt of these programs, and cor­
rectly so.

EXXON USA: Some say there’s no natural 
gw left lo find so there's no reason lo en­
courage anyone to look for it? True? 
L ic h tb laU : Not true. T here’s lots of nat­
ural gas left in this country. In fact, the 
natural gas potential is quite possibly 
larger than the oil potential, 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 

I the detriment of other areas. But large 
volumes of gas remain to be found at shal­
lower depths. T he NGPA also discourages

/investm en t.in ' maximum recovery of gas'
'■ fnm  existing fields, because most of them . 

-̂ remain ] permanently^ regulated at low
fpnccslfj

EXXON USA: IVhy can’t oil companies use 
tiieir oil profits to look for more gas? 
LICHTBLAU: In 1982, oil companies did 
not do well. No oil company 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"6thcr’indus-’
„ try pays such a tax..JL subtracts money ' 
f from the search for .both oil and gas.;

EXXON USA: Some politicians want to 
levy a "windfall profit lax" on gas. Does 
that make sense?
L ic h tb l a u :  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 X X O N  USA: What about turning to al­
ternatives for energy in place of natural 
gas?
L ic h tb la u :  A couple of vcars ago when

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 longer 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: As a final question, in 1985, 
when the price control of new. gas ends 

'undci the NGPA, will the price of gas lo 
consumers be higher or lower than it would 
be if all gas were decontrolled? 
LICHTBLAU: Some respected studies sug­
gest the price would be somewhat higher. 
In my view, the average wellhead prir- oi 
gas would be approximately the_simcJB 
both cases, since it wil 1 have reached parit\ 

"with oil bv then with or without rh> 
NGPA. This is why the claim of som 
“consumer advocates” that the prir«_wonlr 
remain lower under th r ■'* wrnno
However, therejs a difference between th 
two scenarios. Under the N G rA  the av 

,'eragc price would consist of a variety c 
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 existing distortions favoring some cor 
sumers and areas at the expense of other 
Under phased decontrol, by contrast, the. 
distortions will have ended by 1985, to 1 
replaced by a more equitable as well : 
more efficient pricing system. On ii 
whole, this is bound to benefit consume
O f gaS. DOWNS MATTNC
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THE ItfAR&ST
New rules spur higher prices despite oversupply, conservation
By Kathleen Day 
USA 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 Co sell less of the cheap, easy-to get gas and to concentrate 
histeud on the most expensive natural gas they can find.

That has brought rising prices, that producers claimed they could
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
tors behind today’s natural gas mar­
ket.

The producers: Since the 
1050s. the federal government has 
regulated the price natural gas pro­
ducers can charge to the interstate 
pipelines. The pipelines transport 
gas to utilities, which then deliver it 
to homes and businesses.

By 1075. the government-con­
trolled price was so artificially low

gas supplies plentiful by making 
production profitable, the act en­
couraged production of expensive, 
luird-to-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 1077— whose price would con­
tinue to be regulated forever. Old
gas is the cheapest (now costing 
from 20 cents to $2.20 per thousand 
cubic feet), and accounts for about 
57 percent of the supply available 
under contract to pipelines.

j  New gas — from wells drilled 
after 1077 — whose price wii! 
gradually be deregulated by 1055. 
Generally, price controls come otf 
quickest for gas that's most expen­
sive to produce. New gas cost; from 
$4.20 to $6 per thousand cub e feet 
and accounts for 38 percent <4 sup­
ply.
.1 Deep gas — from wells drilled 
after 1077 for gas below 15.01'0 feet 
— whose price was deregulated 
immediately. There is no fcleral 
price ceiling on deep gas. the most 
expensive gas to proouce. It now 
costs about $7.50 per thousand

 1

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 stopped 
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 
gas customers. By the winter of 
1975-76, 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

Deregulate Natural Gas 
To Solve Consumer Problems

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 supplies.

The theme is expressed by journalists, policy analysts, and 
businessmen.

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

Though not 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 up 5 per­
cent of U.S. supply. For 1982 it's ex­
pected to climb to 10 percent.

The most expensive categories 
—deep gas and imported gas— ac­
count for only 10 percent to 15 per­
cent of U.S. supply. 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
1.1 stimulating producers to aggres- 
Mvely drill for profitable gas — the 
deep gas that can be sold for what­
ever price the market will bear.

"If you were a producer in that 
situation,’ says Mary Novak, energy 
analyst at Data Resources Inc.. 'you 
would have done the same thing— 
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: Pipelines have 
assumed producers would continue 
to concentrate <m expensive gas. 
Spurred by fears >f the 1970s scarci-

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

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

pipelines lose less money by forfeit­
ing on contracts for old gas.
13 Pipelines may prefer to buy gas 
from their own affiliated producers 
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 w ill only 
dampen next year's home heating bills by two percent.
energy officials sac.

Regulatory Commission. “If the es­
calator clauses allowed prices to 
float with the market— to go down 
as well as up — then today’s situa­
tion could perhaps have been 
avoided.’

Worse, mcnv contracts have 
"take-or-pay' clauses: they require 
the pipelines tc pay 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’s the next morning 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.

ty, the pipelines madly contracted 
for as much gas as they could get— 
taking long-term contracts to buy 
expensive gas at whatever terms 
producers demanded.

And that's where things went 
wrong.

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

gas from a producer, it is u .ved to 
pass along the extra costs directly 
to 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 government recently 
decided it would not allow such cost 
“pass-throughs" if old, cheaper gas

was available to the pipeline. But 
energy officials say the new rule 
won't help consumers this winter 
and will only dampen next years 
home heating bills by 2 percent.

Th e  u tilities: Distributors — 
primarily utilities —  are similarly 
hemmed in by long-term contracts 
with the pipelines, causing them to 
raise customer rates. Those rising 
prices have prompted industrial 
and residential customers to use 
less gas — creating revenue 
shortfalls for utilities that require 
further rate hikes.

For a while, it appeared the 
pipelines might deliberately break 
the high-priced contracts, forcing 
prolonged court fights. But, says a 
spokesman for Transcontinental 
Gas Pipe Line Co.— among the top 
20 interstate transporters — the 
pipelines now want to negotiate, 
and producers may he willing.

(December 27.I9S2)

This article appeared as a guest column in P'an: t  
Management and is reprinted with permission

C.-1,2

s u p p o r t

BROADENS FOR 
DECONTROL

times opting not to exercise con­
tracts to buy the cheaper gas and 
instead are buying the more expen­
sive gas.

Why?
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 on some con­
tracts. Because contracts for the 
more expensive new gas are like./ 
to have stiffer forfeiture clauses.

By .fuck Elam
Chairman
process Hus Coi.ni m m  Group. libs'//- 
intjlon, D.C., and rice president nnd 
nencral counsel of Can" Mills Carport;- 
lion, Greensboro, X.C.
Members of Congress who are 
weighing the natural gas decontrol 
issue should he impressed by the 
range of constituencies now favor­
ing an end to some of the complex 
problems caused by the Natural Gas 
Policy Act.

There is growing agreement 
from many sectors that it is essen­
tia! for Congress to open up the 
NGPA and clean up the regulatory 
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- 
i..i 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.

A business organization, the 
Committee for Economic Develop­
ment, and an environmentalist 
group, the Conservation Founda­
tion, delivered to Congress a joint 
report stating that “controlling en­
ergy prices has neither increased 
energy supplies 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 
prices artificially low is a poor way 
to help low-income consumers and 
to fight inflation, the report says.

The National Governors' Asso­
ciation is also on record supporting 
price decontrol lor new gas sup­
plies.

The Texas Energy and Natural 
Resources Advisory Council, which 
is responsible for assessing that 
state's energy policy, told a Congres­
sional hearing in August: "It is im­
perative, in the interest of all, that 
the 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."

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 a broad 
platform o f support 
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

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

Members of Congress might do 
well to take another look at these 
growing constituencies as they 
make their legislative plans for the 
new Congress. There appears to be 

shaping up a broad platform of :-up- 
port for natural gas deregulation, 
requiring Congressional action 
early in 1983.

(December/ Jan nan/195-3)

Nolo: Those a r t ic le s  are rep rin ted  a s  
a se rv ic e  to  c o n su m e rs  o f n a tu ra l 
g a s . The ir con ten t Is  no t n e ce s s a r i ly  
im p lic it ly  e n d o rse d  b y  th e  N atura l 
G as C o n sum e rs  In fo rm ation  Center. 
S e le c te d  em p h a s is  h a s  been  added .

utilities, which in turn have passed 
them on to consumers, demands 
have grown lor political action — 
particularly in states like Missouri. 
But neither 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 
vintages of “old" and "new* gas there 
would be only one market price. To 
the extent that increased producer 
prices of gas are to blame for higher 
heating hills, the cause is the 
NGPAs incentive to produce expen­
sive "deep gas."

In fact, wellhead prices 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 19S2 resulted from

In is article is reprinted with permission of 
The Washington Times

O LD  R U L E S ,  ?307 D E R E G U L A T IO N , 
P L A G U E  N A T U R A L  G A S

By Steven K. Beckner

It is probably asking too much to expect our legislators to respond to the 
current distortions in the market for natural gas by hastening and 
expanding its deregulation. But hopefully they m il realize it would be 
the height of folly to move- in the opposite direction, as many would like, 
and prolong or even increase regulation.

Indications are that Missouri Sens. Thomas Eagleton, a Democrat, and 
John Danforth, a Republican, once again will launch legislation to regulate 
natural gas more tightly. If it takes the same shape it did in the lame-duck 
session, their bill would temporarily freeze wellhead prices of gas, delay 
scheduled deregulation for two years and render unenforceable contracts 
between gas producers and gas pipelines where they don't suit the latter.

If such proposals are enacted, 
the result would be to return this ' ' 
country to the same situution that 
prevailed in the late 70s, when 
chronic ga.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, 
phased deregulation of gas. “Old"
(pre-1977) gas was left under per-

companies respc.Jed to the im­
mediate shortage and perceived 
demand by aggressively entering 
"take-or-pay" contracts with pro­
ducers at above-average prices that 
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 to buy gas at

Hopefully, legislators will re: 
to prolong or increase regulation.

ili/.e it is the height of folly

petual control, while “new" gas was 
to he gradually deregulated by 1935. 
High-cost, “deep” gas, from wells 
below 15,0011 feet, was decontrolled 
completely.

Within a short time, gas explo­
ration increased and shortages dis­
appeared. But meanwhile, pipeline

government, manipulated prices 
ranging from 29 cents up "> 39 per 
thousand cubic feet, found them­
selves locked into lake or pay con- 
tracts for gas which they cannot 
sell.

As pipeline companies have 
passed their higher costs on to


