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MINUTES

SELECT COMMITTEE ON TELECOMMUNICATIONS

The first meeting of the House Select Committee on Telecommuni-
cations was called to order at 4:15 P.M. on January 21, 1977.

Present were Chairman Fred Brown, Vice Chairman Al Nakak, Bob
Bradley, Billy Akers and Randy Phillips.

Guest Representative Merle Snider, who has indicated an interest in
the Telecommunications Committee, was also pPresent at this meeting.

The meeting was called to discuss money needs of the Committee.

Mr. Nakak made a motion to hire a staff person. Mr. Aker seconded
the motion. Their were four ayes and one nay, Mr. Phillips voting in
the negative.

Mr. Nakak moved to request necessary funding to continue the
Telecommunications Consultants on a part time basis. Mr. Akers seconded
the motion. Their were four ayes and one nay, Mr. Phillips voting in
the negative.

- The secretary was instructed to notify the Governor's Office of
Telecommunications of the appointment of this committee.

The meeting was adjourned at 4:54 P.M.
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MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 2:05 P.M. on February 11, 1977.

Present were Chairman Fred Brown, Vice Chairman Al Nakak, Repre-
sentative Bob Bradley, Representative Billy Akers and Representative
Randy Phillips.

Also present were the Telecommunications consultants Professor
Robert Merritt and Professor Glenn Stanley.

Discussion was held of pending agenda for February 12 meeting with
RCA, GOT, Hughes, and interested Legislators.

Lost quorum at 3:56 P.M.

Meeting adjourned at 3:58.
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PHASE II SMALL EARTH STATION LOCATIONS

Akhiok*
Allakaket?®
Arctic Village®
Beavex

Cape Polé~
Chalkyitsik®

Chignik

Chignik Lagoon

Chignik T.ake
Chitina
Cifcle* 
Eaglé Village

Emmonak -~ = -

False Pass

‘Holy Cross*

Hoopgr Bay.
Huéﬁes‘
Hﬁslia
Ivanof Bay

Karluk

| AKobuk

Kongiganek
Koyukuk®
Kwigillingok

Larsen Bay®*

' Manley Hot Springs

Meshik

Minto*

-Nelson Lagoon

Newtok

Nightnute

Nikolski
Nuigsut
Nulato*u
Old'ﬁafbor
Perryvilie'

Pilot Point

_ Point Baker

Point Hope
Péint Lay

Port Alexander
Rampart

Ruby

St. Mary's

‘Shégeluk*

Stevens Village

‘ Tatitlek -

Venetie

* Placed in ser



MEMORANDUM

- TO:

FROM:

it

(" s i -
State of Alaska

George Shaginaw DATE:  February 3, 1977
FILE NO:
TELEPHONE NO:

Dan Boyette © SUBJECT:  Summary of Space § Power
Problems

RUBY - Space - We are all still waiting for RCA to fund the shelter that
their survey crew decided was needed way back last spring. The funding
requested was put in by John Lee 2 1/2 months ago. ’

Power - The necessary cable and hardware has been sent and received by
Scotty Barron, Mayor. I don't know if it has been installed yet, however,

I don't imagine the village people see much point in installing a power drop

to an antenna with no electronic equipment attached, or able to be attached.

RAMPART - Space - Again, waiting for RCA shelter (same situation as Ruby) .

Power - GOT grant of $15K to Rampart Village Council enabled them to purchase
generators that are more than adequate to run the earth station. They have

the generators hooked up at the school, as the Village Council had no desire to
hassle with a generator. '

KWIGILLINGOK Space and Power - The power and space summary issued by
RCA says "power not reliable to code." We sent them 1/0 cable to do the drop
with and they have since strung the cable over to the store (e.s. equipment
location). RCA's problem seems to be that the cable has been strung across

the tundra and lies naked to the elements save for its insulation. My stand

with that has been that they are not children and if they want the cable that way, -
it is certainly their prerogotive. After all, has it not been RCA who has all
along said their concern with power ends at the end of their weatherhead?

CHIGNIK LAGOON - Space and Power - RCA and the Lake and Peninsula
School District have finally reached an agreement allowing the earth station
equipment to be located in the School Building. The School Building happens
to be the only heated building within 100" of the only spot in the village from
which one can "see" the satellite. Julius Anderson, Mayor, has seen to it
that the village got a generator (4kw Lister) ready! It is housed in the School
Generator Building in close proximity to the earth station equipment. Fuel
for the generator seems to be the only potential problem.

FALSE PASS - Space and Power - Borge Larsen will supply the power-we

- sent him cable and hardware for a drop and he installed it. It is waiting for

RCA technicians to make the final hook-up at the weatherhead, per RCA's
instructions.



: GeorgeShaginaw -2- February 3, 1977

PERRYVILLE - Space and Power - The Lake and Peninsula School District and

the village of Perryville are currently negotiating the sale of the school generators
to the village. They anticipate the deal to be finalized on or about 2/15/77, at
which time power will be available. The electronic equipment has been installed
at the Community Hall, some #00' from the School. Plans or need for a power drop
are unknown to me at this time.

PILOT POINT - Space and Power - The Lake and Peninsula School District
and RCA have finally come to agreement to install the electronic equipment
in the School Building. The installation should be taking place this week
(2/1-5/77) . Power is to be supplied by the cannery. We sent them the
necessary cable, etc., and they are waiting for an agreement from RCA for
the payment of power. '

SLEETMUTE - Space and Power - RCA stating that power is not available is
incorrect. Power is available from the School and is already connected. The
electronic equipment is already connected to the power source. | have assur-
ances from Glenn Ericson, REAA Superintendent, that the power will remain A
steady at least throughout the school year.

STEVENS VILLAGE - Space and Power - Power has been supplied by a $15K
grant from GOT. That end of the whole thing is squared away and ready to

go. The problem lies in the heated space for the electronics equipment. The
original plan was to install the electronics in the Community Hall, therefore,
the antenna was built adjacent to it. After the antenna was built, the village
decided they did not want the electronics in the Community Hall, but in another
village owned building some 182' away from the antenna. They have been
advised that this cannot be done, but they still don't want the equipment in

the Community Hall. This installation will, no doubt, wait until spring when
the village is supposed to bring another shelter type building to the antenna.

ST. MARY'S = Spaceé and Power - The problem here.is space. The village
was going to add on to their city offices in order to house the electronics.

The antenna was built adjacent to the proposed addition and we are still
waiting for the addition to materialize. Another visit to St. Mary's might spur
them on a little, however, with the limited travel money available to us, I'm
not sure it would be worth it. :

MANLEY HOT SPRINGS - Space and Power ~.Jerry Hook is setting up a local
telephone company for the village thus problems arise with RCA's connecting
company relations. Power there is very good.

EAGLE VILLAGE - Space and Power - GOT supplied the generator, etc. The
village built a building to house the equipment. They are now waiting for a day
tank and some additional wiring before the building is completed and ready for
the installation. The additional material is due to go to Eagle on Thursday,
2/3/77 with people from N.C. Company to go there by Tuesday, 2/8/77 to com-
~plete the wiring. The last word is that they should be completed by the weekend
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of 2/12/77.

BEAVER - The needed power drop from the Safe-Water Building over to the Health.
Clinic has been finished and is awaiting RCA technicians to make the hook-up at
the Clinic and turn up the phone. It was done with GOT supplied equipment and -
- village supplied labor. : : ' S

POINT LAY - Space and Power - We are all still waiting for the village to
move to the new site where the antenna was constructed per the village
request. ’ '

POINT HOPE- Space and Power - Here too the village is moving to a new site.
The antenna was constructed at the new site and, again, we are waiting for the .
~village to provide the space they promised as well as the power. They have a
village wide power system more than capable of supplying the needed power B
and have been planning to remodel an old water barrel to house the equipment.
However, none of this has yet been done. ’

IVANOF BAY - Space and Power - The village has at least one 4tkw Lister that
supplies the electricity to the Community Hall and the Health Clinic. The earth
station equipment is in the Community Hall. The problem with the power here
is that the village may not be able to afford running the generator full time.
The power here should be adequate. '

DEB: elm



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 9:47 A.M. on February 12, 1977.

Representing the House Select Committee on Telecommunications was
Chairman Fred Brown. The Chairman was joined by Representative Akers at
12:47 A.M. Representatives Nakak, Bradley and Phillips were out of town
attending Capital move hearings.

Also present were the consultants to the Telecommunications Committee,
Professors Robert Merritt and Glenn Stanley.

Other Legislators present were: Senator Bill Sumner
Senator George Hohman
Representative Mike Miller, Speaker
Representative Merle Snider
Representative Alvin Osterback
Representative Joe McKinnon
Representative Phillip Guy

Governor's Office of Telecom.: Bob Walp
George Shaginaw
Richard Dowling

Alaska Public Utilities Com.: Marvin Weatherly, Commissioner
U.S. Air Force: Harry R. Mitchel
Hughes Aircraft Co.: Doug Rasmussen
California Microwave: Bill Salber
Anchorage Telephone Utility: Al Pistorius
Juneau & Douglas Telco.: Hal Lincoln
Russ Smith

Ken Larsen (Also State Mgr. of
Glacier State Telco.)

RCA Alascom: Ben Agee
Bill Maguire
Tom Jensen
Jim Hayes
Chuck Robinson
Henry S. Pratt
Gene McGill

Also present was Andy Edge, an Administrative Assistant in the
Senate and several unidentified people. There was a total of 37 including
the Telecommunications A.A. and Secretary.
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Mr. Brown opened the meeting and turned it over to Mr. Gene McGill
of RCA who gave a slide presentation.

Following is approximate order in which individuals testified:

Jim Hayes

George Shaginaw

Glenn Stanley

Robert Merritt

Doug Rasmussen

Jim Hayes

Doug Rasmussen

George Shaginaw
Senator Sumner
Representative Osterback
Bob Walp

Ben Agee

Commissioner Weatherly

The meeting broke at 11:35 A.M. and reconvened at 11:45 A.M.
Representative Fred Brown asked Mr. Walp to begin. Followed by:

Commissioner Weatherly
Bob Walp

Andy Edge

Ben Agee

Bob Walp

Phillip Guy

Ben Agee

Bill Maguire
Commissioner Weatherly
Phillip Guy
Commissioner Weatherly
Jim Hayes

Glenn Stanley
Commissioner Weatherly
Ben Agee

Jim Hayes
Representative Brown
Jim Hayes

Phillip Guy

Gene McGill

Jim Hayes

Now 12:45 A.M. and Representative Billy Akers has just joined
meeting.



Bill Salber

Richard Dowling

George Shaginaw

Bob Walp

George Shaginaw
Representative Fred Brown
George Shaginaw

Alvin Osterback
George Shaginaw
Representative Brown
Representative Phillip Guy
George Shaginaw
Representative Miller
George Shaginaw
Representative Brown
Bob Walp
Representative Osterback
George Shaginaw
Representative Brown
George Shaginaw
Senator Bill Sumner
Representative Brown
George Shaginaw
Representative Brown
Ben Agee

George Shaginaw
Representative Brown
Commissioner Weatherly
Harry Mitchell

Bob Walp

Bob Merritt
Representative Brown
Bob Walp

George Shaginaw

Jim Hayes
Representative Brown
George Shaginaw
Representative Brown
George Shaginaw
Representative Brown

The meeting was officially adjourned at 1:23 P.M.
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MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 2:15 P.M. on February 18, 1977 by Chairman Fred
Brown.

Members present were: Chairman Fred Brown
Vice Chairman Al Nakak
Representative Bob Bradley
Representative Randy Phillips
Representative Billy Akers

Guests present were: Representative Merle Snider
Henry Pratt, RCA
Commissioner Marvin Weatherly, APUC
Commissioner Carolyn Guess

Commissioner Weatherly testified.

(’ Representative Bradley had to leave at 2:30 .P.M., Representative Al
Nakak had to leave at 2:45 P.M. and Representative Phillips had to leave
at 2:55 P.M.

The meeting was adjourned at 3:07 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 2:05 P.M. on February 26, 1977 by Chairman Fred
Brown.

Members present were: Chairman Fred Brown

Representative Bob Bradley
Representative Billy Akers

Members absent: Representative Al Nakak (in Nome)
Representative Randy Phillips (In Anchorage)

Guests present: Representative Merle Snider
At 3:34 a short break was called and the meeting reconvened at

3:38.

The meeting was adjourned at 3:57 P.M.



‘MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

A meeting was held on March 2, at 2:00 P.M. with members of the
Rural Telecommunications Committee. The members of the House Select
Committee on Telecommunications were not in attendance at this meeting
because of an extended session of the House. Peter Fromuth, Administra-
tive Assistant to Chairman Fred Brown chaired the meeting.

Attendance:

Corp.

George Shaginaw, GOT
Peter Fromuth, AA, House Select Committee on Telecom.

Deborah Yanover, Dillingham, Bristol Bay Health

Paula Rasmus, CINA, Anchorage

Paul Walker, Tlingit Haida Central Council, Juneau

Sue Pittman, 1101 H Street, Anchorage, 99501
272-5920, AFN Tele.Com. Consultant

Fred Chernikoff, Jr., Kodiak Area Native Assoc.

John F. Tetpon, North Pacific Rim, Anchorage 99501

Ralph Amouak, Aleutian Pribilof Islands Assoc.,Inc.
Anchorage, Alaska

Paul Sherry, Tanana Chiefs Conference, Doyon Bldg.,
Fairbanks

Tom McKenna, Mauneluk - Kotzebue, Alaska

The meeting was adjourned at 3:25 P.M.

The meeting reconvened at 3:40 when Chairman Fred Brown was available.

Attendance:

Representative Fred Brown
Representative Al Nakak
Representative Merle Snider
Representative Randy Phillips
Representative Billy Akers

George Shaginaw, GOT
Paul Sherry
Paul Walker
Sue Pittman
Tom McKenna

The meeting adjourned at 4:00.

Representative Nakak asked the Secretary to make note:

AFN Committee would like to be informed when we decide to hold

hearings so that they can coordinate input.
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MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 11:30 A.M. on March 16, 1977.

Members present: Chairman Fred Brown
Representative Al Nakak, Vice Chairman
Representative Bob Bradley
Representative Randy Phillips
Representative Billy Akers

Guests present: Representative Merle Snider
Representative Nels Anderson
George Shaginaw, GOT

Vice Chairman Al Nakak chaired the meeting to take Chairman Fred
Brown's testimony on HB 295 as that was a bill Representative Brown
sponsored.

At 11:45 Representative Brown resumed Chair and George Shaginaw
testified. '

Representative Bob Bradley moved to pass out HB 295 from our
Committee. All members were in favor.

At 12:10 Representative Nakak again resumed the Chair so that
Representative Brown could testify on a Draft Resolution "Relating to
review of interstate and intrastate telephone service and rates."

Representative Bradley moved that Representative Brown introduce
that HJR under discussion with a committee report.

Representative Brown suggested Representative Bradley introduce the
resolution from his committee as the Select Committee on Telecommuni-

cations probably does not have the authority to introduce it.

Representative Bradley amended his motion to have his Committee
introduce it. All members were in favor.

The meeting was adjourned at 12:15.



MINUTES
HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Coﬁmittee on Telecommunications was
called to order at 7:12 P.M. on April 13, 1977.

MEMBERS PRESENT: Chairman Fred Brown
Vice Chairman, Al Nakak
Representative Bob Bradley
Representative Randy Phillips
Representative Billy Akers

TESTIFYING: Charles Northrip
Representative Sally Smith
The Committee took up HB 440 by Sally Smith regarding toll free

telephone calling to State government offices.

HB 440 was moved out of the House Select Committee on Telecommuni-—
cations with unanimous "DO PASS".

The meeting was adjourned at 8:00 P.M.
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MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 7:30 P.M. on April 20, 1977.

MEMBERS PRESENT: Chairman Fred Brown
Representative Randy Phillips
Representative Bob Bradley

Mr. Bradley left after a few minutes. Representative Merle Snider
also attended this meeting.
i
TESTIFYING: George Shaginaw, GOT
Glenn Stanley, Consultant
Bob Walp, GOT

The meeting was adjourned at 9:20 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS
The meeting of the House Select Committee on Telecommunications was
called to order at 8:15 A.M. on April 28, 1977.
MEMBERS PRESENT: Chairman Fred Brown
Representative Al Nakak, Vice Chairman
Representative Bob Bradley

Representative Randy Phillips

GUESTS: Representative Merle Snider

TESTIFYING: Randy Berry, Revisor of Statutes, LAA

The meeting was adjourned at 9:05 A.M.



HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS
Fred Brown, Chairman

MINUTES

] The meeting of the House Select Committee on Telecommunications
convened at 4:45 P.M. on May 11, 1977.

Subject of this meeting was HB 527 Appr. to Alaska Public Broad-
casting Commission, and SCR Legislative Teleconferencing Network.

MEMBERS PRESENT: Chairman Fred Brown
Representative Bob Bradley
Representative Randy Phillips
Representative Billy Akers

TESTIFYING: Representative Nels A. Anderson, Jr.
Professor Robert Merritt

OTHERS PRESENT: Dick Dowling, GOT
Larry Goldin
Mary Goldberg

The meeting was adjourned at 6:08 P.M. and the members left on a
field trip to Roy Paschal's new earth station at BC Cable.
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MINUTES
HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications was
called to order at 4:03 P.M. on May 19, 1977.

MEMBERS PRESENT: Chairman Fred Brown
Representative Al Nakak
Representative Randy Phillips
Representative Billy Akers
Representative Bob Bradley

TESTIFYING: ‘Michael Wheeler, Div. of Data Processing,
Department of Administration
Professor Robert Merritt, Legislative
Consultant
Peter Fromuth, Telecommunications A.A.

The committee passed our SCR 57, Relating to a Legislative
Teleconferencing Network with all members voting "Do Pass'' except

Randy Phillips who voted "No Recommendation'.

The meeting was adjourned at 5:25 P.M.
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MINUTES

TAPE NO.

- The meeting of the House Select Committee on Telecommunications
was called to order at 1:15 P.M. on January 13, 1978.

MEMBERS PRESENT: Chairman Fred Brown
Vice Chairman Al Nakak
Representative Bob Bradley
Representative Randy Phillips
Representative Merle Snider

TESTIFYING: Dick Edge, Attorney at Law, Washington, D.C.
Mr. George Shaginaw, GOT

Also attending were Elaine Mitchell and Mr. Augie Hieber of Northern T.V.
Inc.

HB 611 was moved out of committee on a vote of 4 to 1.

The meeting was adjourned at approximately 1:25.




TAPE NO.

MINUTES
HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 4:25 P.M. on February 8, 1978.

MEMBERS PRESENT: Chairman Fred Brown
Representative Bob Bradley
Representative Merle Snider
Representative Billy Akers
Representative Randy Phillips (last few min.)

MEMBERS ABSENT: Vice Chairman Al Nakak
(Out of town)
TESTIFYING* George Shaginaw, GOT
SUBJECT: v HB 545, Alaska Satellite User's Association

T.V. Demonstration Project

Next week we'll have a meeting on Mr. Snider's (40 sponsor) bill,
HB 750 LANDSAT Quick Look System.

Professor Glenn Stanley telephoned during the meeting. Starting
February 15 he will be home based in San Diego for one month. He will
be traveling in the East: Florida, Georgia, Virginia, New York, and
Indiana. These are states which have good state statutes on telecommuni-
cations and Professor Stanley will be looking at these. He will be
available to come to Juneau when needed.

The meeting adjourned at 5:10 P.M.



TAPE NO.

’

MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was -called to order at 1:21 P.M. on February 17, 1978.

MEMBERS PRESENT: Chairman Fred Brown
Vice Chairman Al Nakak
Representative Bob Bradley
Representative Merle Snider
Representative Billy Akers
Representative Randy Phillips

TESTIFYING: Via Telephone 1:28 P.M. to 1:49 P.M,
John Miller, Géophysical Institute, on HB 750
LANDSAT Quick Look System '

After Mr. Miller testified, Representative Brown turned the chair
over to Vice Chairman Al Nakak so that he could testify.

Mr. Brown moved to change the figure on HB 750 to $350,000 and to
move the bill out of committee. Mr. Brown amended his motion to add
that the bill would be held in our committee until the members had
received copies of the Chairman's Letter of Intent. The bill will
then go to Finance which will be asked to hold the bill until all
supporting data is available.

The bill was moved from committee with a unanimous ''Do Pass."
Mr. Brown resumed the chair briefly and then turned it back over
to Vice Chairman Nakak so that he could testify, as prime sponsor, on

HB 802 World Administrative Radio Conference.

Mr. Bradley moved to move HB 802 out of committee. There were
four '"Do Pass'" and two '"No Recommendation."

Mr. Brown resumed the chair.

The meeting was adjourned at 2:00 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications -
was called to order at 8:10 A.M. on March 2, 1978.

MEMBERS PRESENT:

CONSULTANTS:

GUEST LEGISLATORS:

TESTIFYING:

Chairman Fred Brown

Representative Bob Bradley

Representative Merle Snider

Representative Billy Akers

Representative Randy Phillips

Vice Chairman Al Nakak (arrived at 9:00 A.M.)

Professor Robert Merritt
Professor Glenn M. Stanley

Representative Mike Miller (Majority Leader)
Representative Ernie Haugen

Augie Hiebert, Pres., Northern T.V., Inc.
Mr. Al Bramstead, Pres., Midnight Sun
Broadcasting. Co.

George Shaginaw, GOT

Robert Wold, Robert Wold Company, Inc.

Wally Christianson, Ketchikan Cable T.V. Owner
Pres., Cable T.V. Association

Subject of the meeting was HB 545, Alaska Satellite User's
Association, and the GOT report on the TV Demonstration Project.

The meeting was adjourned at 9:50 A.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 8:20 A.M. on March 3, 1978.

MEMBERS PRESENT: Chairman Fred Brown
Representative Merle Snider
Representative Randy Phillips

MEMBERS - ABSENT: Representative Bob Bradley
Vice Chairman Al Nakak
Representative Billy Akers

CONSULTANTS: Professor Robert P. Merritt
Glenn M. Stanley
TESTIFYING: Robegt B. Hansford, RCA, Staff Aide to
(/ Executive Vice President

George Shaginaw, GOT

Patrick C. Bohana, Scientific-Atlanta, Inc.

Mr. Lawson, Scientific-Atlanta, Inc.

Wally Christianson, Ketchikan Cable T.V. Owner
Pres., Cable T.V. Association

Leo Brown, Department of Defense

Roy Paschal, Owner, B.C. Cable Co., Inc.

Subject of the meeting was HB 545, Alaska Satellite User's
Association, and the GOT report on the TV Demonstration Project.

The meeting was adjourned at 9:58 A.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 7:13 P.M. on March 8, 1978.

MEMBERS PRESENT:

MEMBERS ABSENT:
CONSULTANTS:

TESTIFYING:

(’ SUBJECT:

Chairman Fred Brown
Representative Bob Bradley
Representative Merle Snider
Representative Billy Akers
Representative Randy Phillips

Representative Al Nakak

Professor Robert P. Merritt

Jennifer Wilke, Department of Education
George Shaginaw, Governor's Office of

Telecommunications

HB 545 Alaska Satellite User's Association
GOT Report on T.V. Demonstration Project

The meeting was adjourned at 8:50 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications

MEMBERS PRESENT:

MEMBERS ABSENT:

GUESTS PRESENT:

TESTIFYING:

was called to order at 7:20 P.M. on March 15, 1978.

Chairman Fred Brown

Vice Chairman Al Nakak
Representative Merle Snider
Representative Billy Akers
Representative Randy Phillips

Representative Bob Bradley

Representative Mike Miller, Majority Leader
Elaine Mitchell, Capital 78

Jennifer Wilke, Dept. of Education

Jim Orvick (via telephone)

The meeting was adjourned at 8:35 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 7:11 P.M. on March 27, 1978.

Subjects: CSHB 545 Alaska Satellite User's Association
CSHB 908 Spec. Approp. GOT for Statewide
Satellite Television Service

MEMBERS PRESENT: Chairman Fred Brown
Vice Chairman Al Nakak
Representative Bob Bradley
Representative Merle Snider
Representative Billy Akers
Representative Randy Phillips

GUESTS PRESENT: Representative Mike Miller
Representative Nels A. Anderson, Jr.
Elaine Mitchell, Capital 78
Roy Paschal, BC Cable
Peter Fromuth
Jennifer Wilke, Dept. of Education
Charles Northrip

TESTIFYING: Representative Mike Miller
Roy Paschal
Charles Northrip
Jennifer Wilke

CSHB 908 was moved from Committee with five '"do pass' and one
"no recommendation."

CSHB 545 was moved from Committee with a unanimous ''do pass."

The meeting was adjourned at 8:00 P.M.



MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 12:42 on March 30, 1978, without a quorum.

MEMBERS PRESENT: Chairman Fred Brown
Representative Merle Snider
Representative Randy Phillips

Representative Billy Akers (arrived at 1:07 P.M.)

The meeting was for a general discussion of any concerns members
might have with Professor Robert P. Merritt.

The meeting was adjourned at 1:22 P.M.



-

MINUTES

HOUSE SELECT COMMITTEE ON TELECOMMUNICATIONS

The meeting of the House Select Committee on Telecommunications
was called to order at 12:17cnm/€§é244735

PRESENT: Chairman Fred Brown
Representative Randy Phillips
Representative Billy Akers

ABSENT: Representative Al Nakak
Representative Bob Bradley
Representative Merle Snider

GUESTS: George Shaginaw, GOT
Dick Dowling, GOT

Ron Davis, North Star Communications
Lee Davis, North Star Communications

The meeting was adjourned at 1:28 P.M.
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One folder

Contents:
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Corrections Masterplan Advisory Committee*, public
hearing at Anchorage 12/4/78 notes (5 sheets)

Corrections Masterplan Advisory Committee, public
hearing at Fairbanks 12/3/78 notes (3 sheets)

"An Evaluation of the Staff Terminations at the
Anchorage Jail Annex," a position paper of the
Coalition on Corrections (3 sheets)

* Membership on this committee appears to include Attorney
General Av Gross, Representative Russ Meekins, Commissioner
of Health and Social Services Helen Bierne, and Commissioner
of Public Safety P. Nix. Mr. Fred Moyer was a consultant.

5/6/83 (KHS)
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AN EVALUATION .OF TIE STAFF TERMINATIONS. AT THIE ANCHORAGE JAIL ANNIX

A Position Paper of the Coalition.on Corrections
The poor conditions at the 6th and € Jail Annex, i.e., the over-

crowding, the inadequate stafiing, the poor ventilation, etc. have
been a majov concern of the Coalition on Corrections since its organi-
zation two years ago. We commend the Commissioney of Health and
Social Services, llelen Beirne, and her offjce for the work that has

o]

beer dene to alleviate these and other problems in Alaska's correctional

system At the same time we are dlstressed by the recent decisicn of
the Mppartment and the Division of Corrections to termluatp nine staff
members at the Jail Annex.

We do not wish to enter into a discussion of whether in fact
members at the Annex violated their contract agreement by parti-
ng in the.alleged '"sickout'. It is our opinion, however, that

z the staff members in questiov were in violation, the response
o rmination was lacking in justice and is having a deloterlous
efxect upon the operation of the Division in general and upon the 6th
and C facility in particular. ‘

D
<4
e

s g
F

We think that Superintendent Mcses and his staff were doing an

outstarding job under very adverse conditions. Despite numerous
equestk sent through establishead chanrols very little had been done
over the past two years to alleviate the problems. Throughout the
Spring and Summer of this vonl 2g well as the year before, the Gth
and C siaff worked double sbilis, aud often sia and Seven days a wees
uncer great pressure.  Our investigation covering this past. sunmer
led that some of the staff who worked under these conditions did
splte sickness and injuries. And one staff member did so with-
eing paid for the overtime involved. (It should be noted in this

stion that the cost of the overtime involved exceded what the
es of the necessary additional staff would have cost the State.)

We believe that once these serious problems were brought to the
attention of Commissioner Beirne, she began to take corrective

measires. Unfortunately, her office did not succeed in overcoming
the breakdown in communication that has existed within the Division
for some time now. Conseguently line staff at the 6th and C faciliity
were not sware of these corrective measures. The pattern of vague
reassurances that scmething would be done followed by inaction seemed
to them to be repeating itself. If there had been direct communica-
tion betwsen the office of the Commjss1oner and the. 6th and C stalf

/‘r

cduring this time, the ensuing difficulty probably could have been

avoided. But, unfortunately, such communication did not occur. Jin-
deed, line staff at the Jail Annex had been explicitly forhidden to
initiate any such communication.

Who was responsible for the poor planning and sta ff allocations,
the repeated failures to deal effectively with the numerous problems
of the Annex, the undermining of the State Legislature's intent to
covrect the inadequate staffing by shifting personnel posiitons
intended for the Annex to otber services, the breakdown in communica-
tion? Agzain, we do not sce it as our responsibility to affix biawme




in these matters. One thing is clear, however. The correctional
officers and support staff who have been fired are not the ones to
be blamed. And in view of the repeated failure of those who were
responsible to deal with the problems, the apparently somewhat des-
perate attempts of Annex staff members to bring the problems to
public attention is very understandable, yes, even commendable.

If it is in fact the case that violations of contract were involved,
it seems to us that a week's suspension - at the very most - followed
by commendations for their patience and performance under very ad-
verse conditions would be a far more appropriate and just response
on the part of the Dcpurtmen+ and the Division.

But the injustice done in this matter is only part of, our
concern. We are also convinced that the public interest has been
done a great disservice. Our investigation indicates that the parti-
cular staff members involved in this matter were, by and large,
notable for their length of service and experience in correctional
work and for théir outstanding records of performance. . Finding ex-
perienced and qualified staff to work in our state's correctional
system is a difficult problem in itself. Finding experienced and .
qualified staff to work at the Jail Annex is even more of a problem.
We do not believe the experience and committment of the Annex staff
who were fired can be replaced. We believe that the permanent loss
of these particular staff people not only has further exacerbated the
staffing problem at the Jail Annex but that it is a serious blow to
the morale and capability of the whole correctional system in Alaska.

‘The temporary borrowing of officers from other correctional
facilities which themselves are understaffed and the hiring of new
and for the most part inexperienced staff, and the shifting of Superin-
tendent Moses to another facility has disrupted the other facilities
and lowered the operating efficiency of the Jail Annex to at times
near chaos resulting in injustice to inmates, unnecessary inconven-
iences to the public, and even avoidable injuries to staff members and
inmates. And it appears to us that the morale and the potential for
mosre open communication within the Division of Correctlons itself
has been weakened seriously.

For the sake of -a just resolution to these problems which will
best serve the public interest, the Coalition on Corrections respect-
fully urges that the following steps be taken by the Departmenti of
Health and Social Services and its Division of Corrections:

(1) that the suspended officers and support staff be rein-
stated WJLL full back-pay for those who, after due
process, * cannot be shown to have been in violation of
their conb“act For those who were absent without proper
excuse, we urge reinstatement with partial back-pay;

(2) that Superintendent Charles Moses be transferred back to
the Jail Annex;

* A cursory examination of the termination process causes us
to believe that due process was denied most if not all of
the terminated staff.



(3) that all Division of Corrections personnel be formally
advised that they may communicate directly with the
office of the Commissioner without fear of retribution
for doing so;

(4) that a state~wide citizen's advisory board be instituted
for the Division of Corrections, and that this board be
linked with boards set up for each D.0.C. facility in
the state. '

The Coalition on Corrections was founded upon the proposition
that it is the people of Alaska who are ultimately responsible for how
well or how poorly the public institutions of our state are being run.
If problems such as those addressed in this paper as well as many
others we are facing are to be overcome in the future, it is impera-
tive that there be good planning and adequate budgeting. In general
we are very. favorably impressed with the work underway in the Master
Plan. But gocd plans without an adequate budget won't get the job
done. And if this past election is any indication, adequate budget-
ing for the programing, staffing, and construction of the few
facilitics we actually need is fast becoming the major obstacle.

What is needed, obviously, is public education. | It is our conviction
that one of the best ways to accomplish this is to get the public in-
volved in the everyday work of corrections through volunteer and
advisory programs and as acceptance and understanding grows, to get
corrections into the everyday life of the public through community
programs. The Conalition on Corrections and its member organizations
are committed to this task of public education through publiz involve-
ment. And we look forward to the close cooperation of the Department
of Health and Sccial Services and the Division of Corrections in this
venture. : :
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MEETING Jan. 27, 1977
HOUSE SPECIAL COMMITTEE
ON THE SALE OF ROYALTY GAS

REPRESENTATIVE CLARK GRUENING:

We will come to order. This is going to be rather informal. This
is the first meeting of the House Special Committee to Consider the
Sale of Royalty Gas. We have with us tonight Commissioner Guy
Martin, who, I think, has been following us longer than anybody, in
this room anyway. He is eminently involved in negotiations and

what it is to sell this natural resource. With him is Easy Gilbreth
who is now head of a new division called the Division of Minerals
and Energy Management. And he still has his fingers in the Division
of 0il and Gas and knows a lot about the technical aspects of
extracting gas and moving it. We also have Fred Boness who is with
the Attorney General's office and, as I understand it, is the
resident legal expert on the sale of royalty gas and oil.

I think the committee will have some questions, particularly of you
first, but we have just received... First let me preface this,
that we have lost one of our experts in the House, Willard Bowman,
who initially started the interest of the Legislature in this area
with his proposal bill which became law. That created the joint
gas pipeline committee. With the exception of myself, I don't
think any of these committee members have served on that committee
although I think they have followed the issue, so tonight I want to
cover some of the basics so that we're, maybe, better prepared for
the hearings that start on the 31lst.

The resolutions just arrived from the Governor and he mentions in
them that he wants prompt action on them and that they were intro-
duced on the House side later to expedite the action. Can you tell
us, Commissioner Martin, what in particular would require us to
speed it up? Is there anything we should know in terms of time
limitations and such? It may be our first consideration.

MARTIN: Well, first, Mr., Chairman, I'd sdy, first of all, I think
we've tried to make it clear, when asking for prompt
action, that we don't want that in any way to suggest
that you ought to act any more quickly than you think you
ought to responsibly, pursuant to your responsibilities
under the Statute. So we put the matter before the
legislature very early in the session. I think either
the first or second day, all the materials were delivered
and, hopefully, a lot of it was in your hands by various
means before the session started. I don't think we mean
to at all, pressure the legislature to act more quickly
than they think they have to to look at these things
closely.

AGO 799453



G

GRUENING:

MARTIN:

GRUENING:

board a full measure of the support of these buyers and
their constituencies in the United States. Is it some-
thing we don't want to do because the contracts are a bad
idea. Because the terms of the contracts are offensive
or there is something in the policy that we don't want to
do, or don't really want to do them because we now have
changed our minds and want to support another route. Any
of those decisions, in my view, would be preferable to a
lengthy period of indecision while the proposal was
before us. And so that, I guess, is the summary of our
position.

Okay. Maybe I will be more specific. If there is a need
to get into more information, to hold further hearings,
do you see any -- In other words, the session could go 90
days and at the end of 90 days, is there anything that is
crucial, of crucial importance that we, say within 90
days from now as opposed to something that is going to
happen after that 90 day period, later this summer. When
you say, "they'", these contracts are going to have some
affect on "they". I'm trying to determine who '"they"
might be, and are those persons more likely to be affected
later in the year or is it something that requires prompt
action?

Clark, that judgement, like a great deal have to do with
these contracts, I think has to be made by what I call
accumulative subjective judgement. My own view 1is that
every day is important. I was, as you know, the State's
representative in Washington during the oil line debate,
and you simply can't afford to lose very many days if
your position is clear during the decision making process.
I honestly can't tell you what days will be the critical
days. But I can tell you that if our position is to
support the Trans-Alaska pipeline, the gasline route, and
our decision is that these contracts are a good idea, the
best possible situation would be to have decision right
now and start immediately. If there is legitimate doubt,
and that is borne out by legislative investigation, we
should take whatever time it takes to get there. I know
what you are looking for. You are looking for guidelines.
Is there something that happens in April or March or June
that's very important that you're going to be up against.
And the answer is -- I don't think you can go by those
guidelines. I think you should ask a lot of people that
question and get their view. I think you should start
with the delegation in Washington. But I will give you
my own views -- that I think the decision ought to be
made as soon as possible, one way or the other.

Representative Cotten?

AGO 799455



GRUENING:

MARTIN:

GRUENING:

MARTIN:

which are preparing the recommendations that go to the
President. There is a number of targets that Alaska's
going to have to look toward. And Congress is the last
of them. The most important early target will be the
various agencies that will be making recommendations, the
Department of Interior, FEA, Transportation, etc. And
quite frankly, because many believe, and I subscribe to
this view, that ultimately I doubt if the President will
send a recommendation to Congress on this issue, that he
doesn't know the answer to. I don't think the President
would be in the position of sending a recommendation up
there wondering what will happen. So I think that our
influence is going to be best utilized at the time that
they are making the administrative legislative accommo-
dations.

Commissioner, will there be any holding back by these
agencies until the FPC makes a decision?

No. So far as I know we are still very early, just in
the first week or so of the new Administration, but my
information and my belief is that the agencies are going
to go all out to try to deal with this issue. The FPC
decision is going to be influential, but let me say that
my expectation with regard to that decision is that it
will be extremely lengthy, it will be a decision which 1is
filled with a number of conditions and a number of condi-
tional statements, and a number of maybe's, in the sense
that it will give a number of conditions that must be met
for one not to be satisfactory or another. And the
agencies will have guides from the FPC but a lot of clear.
field for themselves to investigate.

Representative Chatterton?

" CHATTERTON: Thank you, Mr. Chairman. Commissionér, Guy, help me

here. The reason why I ask this question. Now I am
looking for when (quote unquote) your lobbying effort
wants to start. Actually, these other agencies of the
government can only give testimony to the Federal Power
Commission, isn't that correct? They can't...

The Federal Power Commission procedure is effectively
over with one exception. The decision on it is going to
be rendered probably on the first of next month. And
following that there will be a brief period during which
briefs will be filed and that will terminate at least the
hearing at the Administrative Law Judge's part of the
proceeding. How the commission acts, the full commission
acts pursuant to that is still an open question. And
there are a number of theorys as to what they will do.

. Whether or not they will engage a whole commission

proceeding. Whether or not they will defer to the Judge's
decision. Whether or not they simply won't render a

-5-
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GRUENING:

MARTIN:

GRUENING:

MARTIN:

GRUENING:

MARTIN:

Any questions on that? Will the FPC actually, if this
contract is concluded, finally approved before their
decision, will they make any certification or approval,
or take any note of it? Will they officially take any
action to certify or approve or otherwise pass judgement
on this contract?

Let me make sure that... Clark, what will happen is that
they have two roles under the new bill. First will be,
produced the Administrative Law Judge's opinion, snext
week. Then the FPC will take some action on that, which
will be one of many inputs into the national decision
process that the President and Congress will make. It
will be one of many. Then at the end of the entire
process, when the decision has been made by Congress
ratifying the President's recommendation, the FPC will
come back again at the end and effectively 'rubber stamp"
the decision by issuing a formal certlflcatlon But that
will be an administerial act.

Will that administerial act have -- this should maybe be
addressed to Fred -- have any legal affect in terms of,
say, strengthening our ability to take back gas later, or
is that covered in some other aspect?

Yes. I'm not sure we're going to that question, Clark,
but our ability to take back would have to be approved
beyond any appealable state at the federal level for

these contracts to ever be valid. Let me give you a case
in point: We could conceivably enter into these contracts
and gain the support of the buyers, proceed into the
fight, and win the fight, and upon winning the fight for
the route that we wanted, achieve the route that we
wanted, and if the contracts were not ultimately approved,
the take off provision, the ability for the State to take
back, if they were not approved and we could not have

that take back, the contracts would still be void. So
that we could conceivably get it both ways in that situa-
tion, although you can tell whether or not that is going
to happen. But these contracts will not bind us unless
the take back provision is ultimately validated by the
Federal approvals.

Commissioner, if the Section 13(b) of the Transportation
Act is repealed, as we've heard rumored, would that void
the contract?

Not necessarily. Let me talk about that for a second.
The best way to look at it, Mr. Chairman, is to go back
to the situation that existed before 13(b) was in effect.
Under that situation, we would have had to have either
gone to the FPC for approval of the take back provision

-7-
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MARTIN:

GRUENING:

It is unprecedented. Mr. Chairman? May I make just a
short comment on that. There is a lot of speculation
about whether or not an attempt will be made to overturn
that. Let me put myself on the record on that by saying
that it is just very unclear whether that will be the
case. I don't doubt that an attempt will be made. There
is just no doubt in my mind that individual Congressmen
have made it clear that they are going to do that. John
Dingell of Michigan said, "I'm going to try to get rid of
that." I don't want to sell the committee or the legis-
lature on the idea that they should act in fear of that
repeal. I do think, however, that when people talk about
what we get with this contract in addition to what we
think is a good price provision for the gas and whatever
support people believe will come as a result of it, we
also get probably our best attempt to deal, or to take
advange of that at this time. And I will tell you just
very briefly why. '

What we are really doing -- and I think this has been
misconstrued a great deal -- is we're telling people,

by this contract, in the lower 48, how it is, the terms
by which our royalty gas might be made available to them. -
And we are telling them which system for that to be in,
and we are telling them what kind of notice they would
get if we were going to take it back. We are being
reasonably honest with the people, given the fact that we
do want to retain the right to take it back. Really,
when you are sitting in Cleveland, Ohio, tonight and you
don't have any gas or your thermometer is at 62°, or the
gas company can't supply you gas, and you hear the State
of Alaska wants the right to take all its gas back to
make plastic, it is a difficult case to make. But the
only way that you can make it reasonably, is to say,
'"Alaska has aspirations like any other state and we would
like to try to fulfill those aspirations with our share
of our natural resources.'" So what we have done is laid
out for them the terms on which we want to do that,
without simply being arbitrary and saying, '"We want it

all and we're going to take it all.”" We've said, "We
will sell it and commit it to these companies in these
states, but under these terms -- to take it back at a

later time on fair notice.'" And I think that is the
essence of that provision that can be attractive to
Congress. And I think can serve as a positive argument
that Stevens and Gravel and Young can make, that we've
made an attempt to tell them how we've taken advantage of
this thing.

Representive Parr?
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GRUENING:

MARTIN:

GRUENING:

MARTIN:

GRUENING:

MARTIN:

'GRUENING:

HAYES:

MARTIN:
HAYES:
MARTIN:

HAYES:

MARTIN:

GRUENING:

Well, my point is that some Congressmen may feel that
that right only exists by virtue of the amendment.

Certainly. I thlnk they are correct if they say that it
exists substantially because of that amendment. There 1is
no question about it. I think they would know that one
way or the other.

You mentioned that certain Congressmen had announced a

~desire to seek repeal. On what grounds? e

They opposed it to begln with. Most of the ones who
now say they will try to repeal it, were Congressmen who
opposed it in the.

I mean, what were their grounds for opposing it?

Their grounds for opposing were basically that Alaska had
no right to deprive the rest of the nation of this gas,
whether or not it was royalty gas or not.

Representative Hayes?

Just to follow up on that. If one or more Congressmen
pursue that idea of rescinding that particular part of
the agreement that we can w1thdraw our royalty gas, what
is the timetable on that? How long would it take. Do
you have any idea of that?

To repeal the amendment?

Yes.

Well, it could go as quickly as it could go through
Congress. There is no timetable established.

About?

Oh, I'd say that it would be difficult to do something
like that in any less than a month. But it could be done
at a more reasonable timetable -- a couple, three months.
It would depend on whether or not it was taken on as an
individual issue, which is somewhat unlikely, or whether
or not it would take it on as a part of the gas debate
itself, and only happened at the end of the debate. My
guess would be the latter would be most likely.

The Governor has mentioned, I think it was in his specch
and correct me if I am wrong, his speech announcing the
conclusion in the contracts, that one of the considerations
for prompt action was that this repeal might occur. The
inference being that if we approve these contracts before
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COTTEN:

MARTIN:

COTTEN:
MARTIN:

COTTEN:

MARTIN:

-COTTEN:

MARTIN:

COTTEN:

MARTIN:

GRUENING:

So the FPC can do it without the statute?

They still could do it. And we think we have, if our
argument is reasonable for keeping some of this resource
in Alaska, we think it might be the case. If I could,
let me elaborate on that a little bit. Let me tell you
what might happen in that situation. If we go to the FPC
and we say, "We want a total take back pursuant to the
terms of this contract," I've always thought the chance
that they would approve that are low. So this term may
not survive. But putting this contract aside for a
second, what is it that we might be able to slide by the
FPC? What the most reasonable grounds would probably be
is a provision where we maintain some kind of a right to
keep resources in Alaska, gas resources in Alaska, for
certain priority uses. For instance, we might be able to
protect ourselves for the future for things like municipal
gas supplies, domestic uses, and so on. But they would
draw the line at the point that you're making maybe
petrochemicals or something that would be secondary use

in the lower 48.

~In other words, they might let us keep some of it.

That's right. That would be our...

Where would that take place? At the end of the Congres-
sional decision?

Well, it depends on what happens to 13(b). But it would
take place at the end of the Congressional decision.

What happens if the FPC got in there before and had...
It would take place at the end.

So then they would be conducting more than an administerial
function, is that. ?

Yes. But if 13(b) were in place, it would probably be
administerial, if it weren't, that's right, it would be a
very very difficult procedure.

Representative Chatterton?

CHATTERTON: Are we still on the contracts or are we ready to

GRUENING:

MEEKINS:

proceed to another question?

I think we will shortly, but I had one question. Repre-
sentative Meekins? :

Commissioner, in following up what Sam talked about, I
don't know the inner workings of these things but it
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PARR:

MARTIN:

GRUENING:

MARTIN:

came back to the owner of the land. The FPC said that
even though he had not been involved in any of the sales
by the 0il companies, gas to purchasers in other states,
even though he hadn't been involved in any of those
sales, when the lease came back to him, his gas was
committed to the interstate market. And he said, 'Now,
wait a minute. I wasn't involved in that. I want my
gas. The lease is over, it is my land, and I want it."
The FPC said no. He was committed. We were concerned
that the same thing might happen to us if we didn't make
known that our lease allowed us to take back our 8/8s

and the producers, that is, our lezsasees, the oil companies
that we issued the leases to, who are producing the gas,
sold all of the gas, because at this time we were taking
in value. The FPC at some later date, would say, '"Now,
we certified all of that gas to move in the interstate
market and we are not going to let the producer comply
with this lease. We are not going to let him comply with
your notice."

Isn't it against the law to sell something that doesn't
belong to you?

The confusion here is -- that may be right -- but under
0il and gas leases the producers, the people who you sell
your leases to, under ordinary.circumstances, take the
royalty 1/8 in addition to their 7/8, and sell it all and
simply give you the money back. So what we are dealing
with here is a circumstance where, if they do that (cough)
under whatever circumstances, and then we decide that we
don't want them to sell our 1/8 anymore, but we take it
back and use it some other way, that we were afraid that
these cases colored our right to do that. So what we are
doing is intervening in every case where what we think
our rights might be are colored and attempting to make
our point.

The situation then would really describe the problem that
the State would have without a Congressional take back
authorization without FPC approval. In other words, we
could have 8/8s of our gas if we hadn't used it in the
beginning when the lease was used, chances are we would

lose that 1/8. 1Isn't that the purpose of your intervention?
Is to prevent that situation from happening?

Our purpose is to prevent other cases from coloring that
decision. There doesn't appear to be a decision that's
exactly on point, but we are intervening in all the cases
that would appear to create prejudice against what we
might want to do.
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BONESS:

GRUENING:

BONESS:

GRUENING:

BONESS:

GRUENING:

BONESS:

GRUENING:

Clark, let me say, harkening back to last year's discussion
with Russ Moody. You are right. I think the answer to
your question is yes. That that is what you would hope

to accomplish., At that time I think we expressed the

same reservations we are expressing now. And that is, he
made it clear that that does not buy you protection. He
made it clear, on the other hand, that that was probably
the best course that he thought you could take to attempt -
to do that. So that what we think we've done with the
royalty contracts is to combine that idea with the idea

of gaining whatever additional support for the route we
want, plus gaining utilization of 13(b) at an appropriate
time. So we are really proceeding sort of on all three
theorys. But to be perfectly honest with you, we've
always had reservations about the ability of the theory
that Mr. Moody advanced to help us a great deal. In

other words, it is the weakest link in the things that we
get But sort of about fourth down the list. Yes.

We're taking advanfage of that and think that it is
something worth pursuing.

Could we accomplish that Moody theory or the Moody -- or
let's say the approval theory -- just as well with the
cases that you're intervening in, by doing it in a direct
sale as proposed before, in terms of the Prudhoe Bay
sale. And take out of that.the amendment. Do you under-
stand the question?

Would we benefit by simply having one of those cases win
and not need to do anything ourselves?

Yes. I mean, do you see any added benefit, assuming
there were no 13(b), of trying to make a sale?

I understand what you are asking, Clark. I think, first
of all, none of those cases are related to 13(b). None
of those cases, even though they are influential, are on
point with our situation. I guess our statement would
be -- we really don't think we can afford to lose any of

those, very many of them. But we don't think that we are

the direct beneficiary of any of them winning. We would
not gain certainty from victory in any of those cases.
But we would gain certainly from getting our contract
approved.

Even without 13(b)? The question is...

If our contract were approved all the way through the
FPC.

I guess what I'm saying is, would you recommend a gas
sale of this magnitude.. (end of tape)
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PARR:

MARTIN:

PARR:

MARTIN:

PARR:

MARTIN:

GRUENING:

to be approved insofar as the State making the sale of
the gas concerned. If we lose that, this contract must
be approved. If Texas loses that and we are unable to
distinguish ourselves from Texas, and there are some
grounds for doing so, if Texas loses and we end up in the
same bag, then this contract will have to be submitted to
the Federal Power Commission for approval. :

Mr. Chairman. I'm just a poor old dumb country boy and I

- have to take this a little slow. Alright, we are con-

tracting to -- if I hear what you just told me -- we are

in the process to sign a contract to sell 1/8 of the
natural gas existing in the Prudhoe Bay o0il pool. There

is no contract that I know of for the sale of the remaining
7/8s. Your concern is, if I am hearing you right, that

if we lose this North Carlina case, why it's going to be

a matter of -- the 1/8 tail does not wag the 7/8s of

the dog. 1Is that it, as far as the FPC is concerned?

Okay. When you jumped from the 7/8 to the 1/8, I think
you may be confusing the Pacific Alaska case...

" T don't even know about it so I can't confuse it.

Okay. Let me come at it this way. What happened in
Texas was, Texas leased the land and they discovered gas.
The o0il company sold all the gas...

Yes, the landowner chose -- if I can help along here, so
I am understanding and we get it across -- the landowner
there chose to take his royalty share of gas in value.

He already exercised his election with his lease, to take
it in value. Now, I can readily see where he gave up his

‘option there, at that point in time. I can readily see

that we have elected our option to take in kind before
the first cubic inch of gas is moved, is that right?

Okay. But the problem from the point of view of the FPC
is that every sale -- it doesn't matter whether you make
it on the first day that gas is produced or you wait two
or three years and then take your royalty in kind. Every
sale in interstate commerce for resale must be approved
by the FPC. There is one exception to that which we
believe exists. And that is states do not have to have
their sales approved. That is what is being argued in
Texas, and that is what we are arguing here.

I want to mention one thing that if we have any questions
of Commissioner Martin -- I didn't want to keep him here
too late, he has another commitment. He was gracious
enough to come, even with the conflict. We will get him
back again. Charley?
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A MARTIN:

PARR:

HMARTIN:

GRUENING:

HAYES:

GRUENING:

\ HAYES:

GRUENING:

If anybody's gas goes to the lower 48, then they get
control of the pipeline.

The point is, unless we used all that gas in the State of
Alaska, then the Texas case, even if it is won, doesn't
really mean too much to us. We could have the authority
if the Texas case is won, we could sell it to anybody we
wanted to...

Let me just say this. I don't think you can say that it
doesn't mean anything to us. But it doesn't solve all
our problems. It would be bad to lose it. It would be
better te-win it. But it certainly doesn't solve all our
problems. *There are other hurdles to be cleared even if
we won it. '

Representative Hayes?

Recognizing that Commissioner Martin has to leave, I just
want to make the comment that there are some questions
that I wanted to ask that are not related to what we are
talking about now, so I will defer to a later opportunity.

Well, I intend to go on unless there are more questions:
in this area, on the FPC.

I just wanted to ask one question regarding what we have
been discussing so far. Just a little bit of background --
since you were in the last legislature -- apparently

there was legislation passed prior to now that essentially
directed the Governor to enter into or to pursue selling
our royalty gas. Was the thinking behind that legislation
essentially what we are talking about right now? To try
to preserve the right? What was the motive in asking the
Governor to pursue this? To confirm our ability to sell
it or were there other motives? I'm getting the feeling
so far -- up to this point you get the feeling that the
only reason we have a contract before us is because we

are trying to preserve the integrity of our right to sell
our royalty gas. Is that a true statement? 1Is that what
this was all about before? Is that what we're...

I can't speak for the other 59 members. There was an
appropriation of $50,000 made to the Department of Natural
Resources to negotiate a contract. But, no, in my opinion,
that appropriation was not made for the sole purpose of
entering a contract so we could secure before the FPC a
right to take back, no. But I think there were a lot of
motives for people voting for it and maybe it is appropri-
ate now if we have questions for Commissioner Martin, to
ask him. What was your understanding of what you were
supposed to do with that $50,0007
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MARTIN:

McKINNON:

MARTIN:

GRUENING:

McKINNON:

MARTIN:

I can't give you those figurés off the top of my head.
We can supply them to the committee.

The point I was thinking about was considering if they do
represent a substantial portion of their reserves, how
reasonable one and two year notlce provisions are going
to be seen by Chicago...

I do understand your question. Clearly, you could make

the attempt to essentially take advantage of the terms of
13(b) as more reasonable and more reasonable. For instance,
the most reasonable way to make it would be to lengthen

“out the notice provision to a great length, five or six

years, and then allow the State take back provisions only
for certain specified priority uses omitting heavy
industrialization and so on in Alaska. There is no
question in my mind that it would make it more attractive

By reserves, I think you were referring to, Joe; the
amount of gas they had committed under sales or commit-
ment to sell. '

" Mr. Chairman, for clarification. Joe, are you thinking

of the companies who owned the 7/8s of the gas?
No.

You are asking, for instance, if Southern Natural Gas
buys a quarter of our gas, how does that compare with
what they had. Is that half of their gas or more? The
answer in broad terms is -- in a company like Southern
Natural Gas, it represents a very substantial amount of
their reserves, not half by any means but in the case

of both Tenneco and El Paso, it represents a much smaller
percentage.

Incidentally, I might just say that I don't know if

anyone here is familiar with the advance gas contract and
procedures but, it was a way that people bought gas

during the past few years until it was finally outlawed

at the federal level. What it did was, it took to the
ultimate extreme, the sort of ripping off of gas companies
by the gas owners, by making them pay huge cash sums in
advance of the time they got any gas. And in some extreme
cases they paid in advance for gas that wasn't even
produced yet and they didn't get their money back if they
didn't hit gas. That's how bad it got before they struck
the contracts down. So compared to some of the arrangements
that have been in effect in the United States over the
past years, ours is not exactly the level of reasonable- -
ness, but it is very reasonable in comparison to some of
them.
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MARTIN:

GRUENING:

COTTEN:

MARTIN:

GRUENING:

MARTIN:

" GRUENING:

BONESS:

and their users are being supplied. In other areas the
distributers have not paid those prices and therefore do
not have gas available. But in order for sort of an
equity where everybody has gas, there's sort of a movement
to take it away from where it is already contracted to

and distribute it to where it is needed. So that is just
this situation now, and if we can expect, I think, in
years to come, still to be those kinds of problems, I
think if you extend that logic out, if they do that, set -

that precedent -- and then, as you indicated, it is a
very tenuous and insecure situation to say, '"Well, you
are using our gas and we are going to take it back.'" And

regardless of contractual provisions or anything we may
think we have legally, I think those might be over-
ridden. If we try to take our gas back at some future
date when it is already sort of committed or at least
needed in a certain area, I think it would be, Just as a
practical matter, it mlght not...

I can't resist a really obnoxious pun -- that the climate
for what the State wants to do is very bad.

Representative Cotten?

Well, just on that point, I heard on the radio that they
are asking the President to declare a national disaster
area. So under that, if he does declare it, then they
can it I suppose something like that would have
to happen before they could ever do it.

I don't think that is the necessary prerequisite but that
is the kind of ‘situation we'd have to be in.

Is it possible, Commissioner, that these companies that
have these contracts -- the three contracts in question --
as soon as we approve this contract, turn around and sell
that gas to another company? There is no prohibition in
the contract is there, any of them, to prohibit that,

is there? ‘

They are under curtailment which would act as an effective
prohibition against that.

I don't understand.

Curtailment is where the pipeline company doesn't have
enough gas to meet all the contractual obligations that
have already occurred. When you hear that gas is being
cut off at factories and people are getting laid off, :
that is the result of curtailment. There is a priority
category set up in the FPC which involves a section of
four categories.
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CHATTERTON: That is my recollection... (indiscernible)

BONESS: I'd have to check that but that sounds.

CHATTERTOV ‘ ; is st111 legal, whatever amount it is.
It survived all this. I'm through with the question on
those points. I've got three more on different subjects.

GRUENING: Okay. ' We will be shiftiﬁo here.. » Senator Hayes?

HAYES: Inasmuch as I thlnk maybe one of the three is g01ng to be

what I'm going to ask, I will defer to Chatterton to ask
his three questions. .

CHATTERTON: I bet it will not be one of the questions. First of

ANSWER:

CHATTERTON:

BONESS:

all, I have read the contracts, Commissioner Guy, and I
think considerable other people have read it, and I am
getting a little bit of difference of opinion on this one
particular subject, and I would like clarification for
it.  Let's say that we have gotten all through this mish-
mash procedure, the all-Alaska pipeline 1is approved and
these gas sales contracts. are approved, and everything
else. So let's say it is January 1, 1978 and everything
has been taken care of back in Washlngton -- Do we have
any right under this contract to terminate or back out of
it? Is there any clause in the contract which permits us
from then on til the end of 20 years to back out of it?
Let's say we don't want to do business with them. Is
there anyway we can do that?

(Indiscernible)

The next question that I have, real quickly, is that
as I remember, and I couldn't spot it as I ran through
here, but there is a little bit of dialogue on whether or
not the FPC will include in the rate‘base the cost of
cleaning the gas for transmission. Could you refresh my
memory on that. What exposure do we have under that
situation, and if there is cost that cannot be passed on
because the FPC will not include it in the rate base?

If it is a cost which we would not have borne had we
taken in value, then our purchasers are obligated to bear
that cost, even if the FPC will not allow them to put it
in their rate base.

CHATTERTON: Thank you.

MARTIN:

Let me just say that this term is one of probably five or
six in the contract that were absolutely most hotly
negotiated.
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that we held, and the owners of that gas have certain
rights with respect to it, including the right to attempt
to build a pipeline to move it. And our rights to negate
that contract, or say that we don't want it moved now,
are limited by that prior commitment that we made. So to
some extent, the State's determination is limited and
within those constraints, yes, we think that this is the
best approach. : :

HAYES: Well, I have been under the impression, perhaps.erroneously,
' ‘that the State had absolute power to determine when gas
would flow, so that if we needed it , Teinjection

in that field or adjacent fields..

MARTIN: There is really a difference, Representative Hayes,
between absolute power to determine it and the second
statement you made about reinjecting it in the field,
which really alludes to the conservation statute. The
statutes have been upheld, in juristictions, have been
upheld for the purpose of achieving the maximum efficient
production of a very important resource, oil and gas.

And the courts have allowed states to have very important
powers over the production of oil and gas where it can be
shown that your public objective is to ensure that you
don't waste o0il and gas. That you produce it in a way

that maximizes the amount you produce. But where it

simply -- an arbitrary Judgement by the State for some ,
other purpose, then the State's powers start being limited
fairly drastically and you run into what is called inter-
state commerce problems. So absolute powers are pretty
much intrastate.

HAYES: Well, yes. We probably would not be in a position to
determine, absolutely, for a number of years. 1Is that
right? :

MARTIN: Well, this is one of the things that Mr. Gilbreth is
going to talk about but let me say that the determinations
under the conservation statute, which is our greatest
extension of power , are based now on
modeling, computer modeling, and we believe we will make
additional decisions based on that, will be based sub-
sequently on the early production hlstory of the field,
which will give us a better idea. And it will be adJusted
from time to time during the life of the field as appro-
priate, based on what is happening with the reservoir.

GRUENING: Representative Meekins?

MEEKINS: On the other side of that, perhaps this is better asked
of Mr. Gilbreth, but at the same time that in order to
maximize the recovery of the reserve by reinjection.

want to reinject the gas in order to
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MARTIN: I'm going to defer on the question for this reason, Mr.

. Chairman. Both -Bob LeResche, Director of the Division of
Policy and Planning and Av Gross, who is Chairman of the
Pipeline Task Force, and Sterling Gallagher are going to
be at the hearings on Monday to talk about just that
subject. And I'm not certain the answer to that is
absolutely yes. Generally speaking, it is yes. That
represents the summary of the information we used.

GRUENING: These gentlemen might supplement that? .

MARTIN: I'm sure they will be able to tell'yoﬁ if there is something
that they would want to add or that they thought was
particularly persuasive.

GRUENING: But you don't know of anything beyond that?

MARTIN: No. And there have been assertions of items like, for
instance, the tanker subsidy idea, or something. But in
the case of that one, for instance, the decision and the
analysis was made absent that. In other words, that
wasn't figured in the decision and then left out of the
summary. It would have been an additional backup and
included. It was sort of a hypothetical additional case,
that wasn't put in the summary. We thought that -- in
other words, we concluded that the summary justified the
result even without that thing included.

CHATTERTON: Mr. Chairman, I'd like to help the Commissioner out,
for his information. There was an addendum to the
November 1976 report. I have it here at hand. I believe
it came out quite some time after the decision was made
to have the... (indiscernible)

MARTIN: It wasn't taken into consideration at the time, but when
I speak of the document, I include that being in it. The
Governor made it clear that our work on the thing is
ongoing. For instance, we take the letter of transmittal
from Attorney General Gross and both the Governor's
speech and my statements have made it clear that the way
our royalty statute works, you have to make certain
decisions are locked in time. One would wonder what
would be the political climate in the state if these
contracts had not been put before the legislature on the
first day and we were taking the line that you're essentially

taking -- that we are just not sure, and we just want to
keep looking at it for a little while. I suspect that
we... :

GRUENING: I don't think anyone has taken a position. We have a
duty to look at the contracts. The appropriation of
$50,000 did not require us to approve the contracts. It
only required negotiations and now that they are here we
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GRUENING:

MARTIN:

GRUENING:

MARTIN:

GRUENING:

MARTIN:

" GRUENING:

MARTIN:

GRUENING:

Despite the fact that the contracts were negotiated, it
still is a statutory requirement, isn't it, or did we 7
find that there is a surplus before the sale is made? Is
that correct?

Yes. We attempted to deal with the surplus question. I
think we have dealt with it, in the terms of the contract.
There are two ways to approach it. It would take a long
time to talk about the surplus issue. I won't do that
here. One way to do it is to attempt to predict what the
surplus would be and then try to match what you sell
against what you predict and then see if everyone agrees
with your prediction. What we've done is simply provided
flat out that we have a right to take back whatever we
need. So we have, essentially, a legal surplus. We have
a surplus which is protected by the terms of the contract

~rather than trying to identify it by some quantity.

There are no studies to your knowledge? There are studies?

Yes. We are going to be prepared to advance and have
advanced at prior hearings before legislative committees,
our work on surplus gas and what it consists of basically
is projections of various low, medium and high growth
scenarios that indicate what might happen. Because

~ultimately all surplus is, is.whatever you believe will

happen in the State, minus whatever we'll produce. And
if you believe we will build a petrochemical plant then
the surplus is one thing, if you don't, it 1is another.

Is that a completed study or one to be done?

It is complete. It is completed and it will be ready to

be advanced. But it is one that changes constantly, Mr.
Chairman, because you learn more about what the reliability.
of your predictions are. But it is completed and we will
be prepared to advance 1it.

Is it in a form that we could look at?

We will submit it to the committee.

Okay. I think we would all like to look at that.

Representative Chatterton?

CHATTERTON: Mr. Chairman, Mr. Commissioner, on the subject of

surplus I have this question. First let me read from the
transcript of the Royalty 0il and Gas Advisory Board
Hearing. It says, '"at that time you define surplus" the
word surplus, or the Board did, '"as the volume of gas
available in excess of residential and commercial needs
of the state.'" Now, my question is -- when we speak of
surplus in the context of our contract here, is it still .
by that definition? '

-33- '
AGN. 799488



CHATTERTON:

MARTIN:

CHATTERTON:

MARTIN:

GRUENING:

MEEKINS:

MARTIN:

MEEKINS:

MARTIN:

large scale project that would come forward. We will try
to demonstrate this in the hearings but one year notice
periods built on this schedule, this 25%, 50%, 75%, that
curve that is drawn by that 25%, 50%, 75% thing each five
years, roughly corresponds in a klnd of a stair step
fashion to what we would call the moderate growth expec-
tation. It makes certain assumptions in regard to what
might happen, so what we have done there is just provided
a secondary take back term that roughly follows it. But
it is the two year term that is really important,.

Okay. This is vitally important to me Guy, and I'm
serious gentlemen, if I could just hold you up for a
minute. You can almost make or break me as to how I feel
about this contract. So it is important to me, personally.
Do I hear you right, that in effect, we only are giving a
two year contract that I can give some type of a notice
and two years after the giving of that notice, I can stop
the flow of gas through that pipeline and convert it to

an existing instate use. And you are telling me that I

am sole judge of what the instate use is?

Not you, Representative Chatterton. That's is right.
The criteria for that must be that the use exists

If I suddenly de01de, then, that I want to use that gas
to maximize the recovery of black 0il from reservoir X,
to geographically remove it from Prudhoe Bay, that is an
instate use by the definition that you are saying, and I
can just quit selling gas?

That's right.

Any more questions of Commissioner Martin? Representative
Meekins? :

Commissioner, just on the exact line of questioning, have
you not pointed out that even though that's what's in

the contract, there are two considerations, one being the
possibility of some sort of emergency gas problem, veto
of that provision if there was something going on that if
we were trying to take back a large portion of our gas...

Yes, I doubt if it is possible. Assuming that this
provision is approved and we begin to operate pursuant to
it, I doubt if we can get anything that's more reliable.
I understand that, but I don't understand..

There are imponderable problems. And you can't foreclose
the possibility of a simple national emergency.
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GILBRETH: Mr. Chairman, I'm sure most of these people here are not
too familiar with what happens in an oil and gas field
and oil and gas reservoirs. I will take just a few
minutes and start in on some of the basics and work up on
it.

Of course a lot of you have heard that we have a big
field of crude oil. It is a large field... (end of tape)

We have other pays at Prudhoe also. The main pay that
you all hear about, the big pay, is the omne that contains
9+ billion barrels. That occurs around 8,000 or 9,000
feet. Then we have a shallower series of sand stones,
Nika Park River Pay. They are characterized by high
productive wells. They flow real easily to start with
but expected to drop off very rapidly.  Those go to the
west of the main portion of the Prudhoe Bay field and
could extend as far as 20 or 30 miles out to the west.

Lying underneath the main pay vents to the east side, we
have the Lisbourn Pool. And the Lisbourn had been tested
in many, many wells, but not found to be commercially

. productive in very many. It covers a large area and if
it should ultimately be economic and-give up enough oil
in commercial form, it could be a sizeable field, but at
this stage it doesn't look like it is a sizeable field.
So what we are generally talking about is the main Prudhoe
reservoir, the big reservoir. And the operators are
trying to unitize the reservoir now so that, in effect,
the entire reservoir will be operated by two operators on
behalf of everybody else. They would operate the whole
field so that you would get advantage of the economies of
operation, you don't have competitive forces operating
and ' . Now the operators have submitted pre-
liminary draft agreements to us and we have gone over
them and they have proposed a unit outline of what area
this unit is to cover. The outline has not been or the
boundary around the unit has not been decided yet. There
are some wells that still fall within the confidential
status under our two year confidential statute and the
operators themselves are not even trading information on
these. So we find ourselves in a sort of a touchy
position where we can talk to one operator and we can't
talk to another operator across the table because they
don't want to exchange information. ' :

So we don't know at this stage just exactly what the unit
area is going to be around this unit. It will be decided
sometime in the next couple, three months probably. But

the gas contract had been written so that it will correspond
to that area, whatever it finally turns out to be. So

we're talking about gas that will fall under the ultimate
unit area for the main reservoir only. I wanted to point
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And just some ball park figures -- Mr. Chairman, let me -
point out that any figures I throw out here tonight about:
recoveries and rates and so forth, are subject to later
correction and refinement by Hoyle Hamilton, the Director
of the Division of 0il and Gas. He is in Denver now

doing simulation work to try to bring our figures up to
date based on the latest plan the operators have told us
about. Some of our earlier work, I'm sure, will be
changed somewhat but not significantly. But we are

trying to get a refined position now to try to determine
what the production rates in Prudhoe are likely to be.

Up until this time, we in the Department have taken a
very firm stand in not committing to any production rate
because we have not had enough information to tell what
would be a gocod rate. We have had some ballpark figures
based on early data but we didn't know what the operators
were going to do. Now, along with the unit, the operator
is required to submit a plan of operation, what he plans
to do in the way of drilling additional wells, and putting
in projects or increased oil recovery pools. So the
operators have filed information with us, we have gone
back and requested more information on a couple of occasions.
We have had several meetings. We have had meetings with
our engineers, with their engineers, and I will say this,
that the operators have very graciously, if you please,
given us proprietary data to help us in our analysis. We
now have enough information that we can put into the
computer and get some sort of a reasonable prediction on
what probably will happen with what the operators plan.

Because of these characteristics that I mentioned, the
permeability characteristics, the recovery that we anti-
cipate based on what we see right now, without anything,
would be probably in the order of 30% to 32% to 33% of

the original oil that's in the reservoir. Now to give

you an 1dea as to how this might compare in the Cook

Inlet field, some of those Wthh do not have gas caps, do
not have water drive, we are looking at recoveries
in the order of 14% to 16% to 18%. So without doing
anything at Prudhoe Bay, we will have a fairly efficient
recovery mechanism. Now this recovery is achieved by the
gas pressing down or working on the oil, if you please,
furnishing pressure energy there and also by the water
furnishing pressure energy on the bottom side in an

upward direction. Now with the good vertical communica-
tion we have, the gas cap looks like it will do an excel-
lent job. But with the permeability that we have and the
tar matt that we have, or the heavy oil zones that we
have, there is quite a bit of question about how effective
the existing water drive will be and how much the operators
are going to have to supplement this water drive. Therein
is where most of the discussions are being held now days.
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that is going to take a couple of years to figure out
what kind of a program we really need. And then it is
going to take two or three years to design it, finance
it, install it and put it into operation. So from the
standpoint of water injection, we're probably looking at
something four, five or six years down the road before an
effective water injection program can be installed in the
field. We are incorporating timing of this type into the
computer program, in terms of ultimate oil recovery, to
see what the effects are of delaying water injection.
What could we do if we started now. And what could we do
with large volumes, small volumes, and intermediate
volumes, and so forth.

So about the most I could tell you in terms of rates are

that the operators are planning to start out, and in the

not too distant future, get up the rates in the order of

1.6 million barrels of oil a day. These, with the gas

production in the field -- there would be gas available

to sell as much as two billion cubic feet a day. Now we

don't have a gas line. We don't have a gas line authorized.
And we don't have facilities in the field to process the

' gas to get it in to . So it 1s going to take quite

some time and as Commissioner Martin said a while ago, we

are looking at least to 1982, we think, before a line

could even be constructed to take the gas. So during

this interim then, we have a tremendous volume of gas

that is going to be produced on a daily basis that something

has to be done with.

So the operators have designed an injection plant or
program to return this gas to the reservoir during the
interim period, until such time as they are permitted to
sell gas from the reservoir. Let me reiterate again a
point that Commissioner Martin made. Under AS 31, we

have a waste prevention statute which says that you can't
waste 0il or gas in the state, and the Division of 0il

and Gas Conservation has authority, under that statute,

to regulate the flow of o0il or gas or both for conservation
purposes to achieve maximum recovery. Nothing in this
contract that we know of, and we have been very particular
to see that nothing : , would interfere with that
or in any way relinquish any of the State's authority to

. make that determination. That determination will be made
exclusively under AS 31, and regardless of what this
contract says, the field will be operated at the MER or most
efficient rate of production. Now this contract is set

up to sell any gas that is produced and sold. 1If the
Conservation Committee permits them to produce at such
rates that they could sell gas, then whatever that rate
is, then we are committed that volume. If they could

only sell 100 mcf a day, then that's what we sell under
this contract. It is only what can be produced under

this section at the MER. B
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HAYES:

GILBRETH:

GRUENING:

PARR:

GILBRETH:

PARR:

GILBRETH:
PARR:

GILBRETH:

What I don't understand is -- how can a prospective owner
and constructor of a gasline get financing to start
construction when he doesn't know until the time he knows
what he is going to be able to get? Nobody is going to
loan him the money.

That is true. This is a real problem in the area. What
we hope will come out of this, we hope that there will be
some clear cut information what will say to us and, of

‘course, we are going to have hearings on this and make a

determination but, we-are hoping that something can come
out that we can say, alright, based on the best informa-
tion we have -- and I am going to use two billion a day
as purely an example, I don't want to write that in
concrete -- but let's just say that we hope that our
information will show us that if you sell 1.75 to 2.25
billion cubic feet a day, you are not really going much
difference in the reservoir, at least within the experi-
mental error or engineering error that we can see in our
model, in our data, and our figures. And we will be in a
position to say to the operator, if they so request, if
they want to produce enough to sell 2 billion a day, say,
alright, we will give you a temporary authority to produce
for two years, or three years, depending receipt of
reservoir data to confirm it. And the first time that we
get reservoir data that says that is too high, we are
going to have to cut it back. And this is going to make
it rough on financing because nobody can guarantee that
we are going to let them produce two billion or three
billion or four billion cubic feet a day for the 15 or 20
or whatever years that they need to finance the loan.

Representative Parr? And then Mr. Meekins.

(Indiscernible) ...Well, what I am leading up to Mr.
Chairman, is in the contract maximum use
would be committed for, one trillion, 300 billion. Was
that... (indiscernible) ‘ '

No. It is. What we are committing through all three
contracts is 2.6 million. And the one you happen to be
looking at is one that -- that company gets 50% of our
royalty gas, so they get the maximum of 1.3 billion.

Okay, that's ... So we are actually committing everything
we would reasonably expect to be produced according

to (indiscernible)

No, this is from the 1/8. This is not the...

I understand that. I'm sorry I

Okay. But the 2 billion a day is 8/8 of the gas. It is
not our 1/8. : :



comes off after the condensates drop out, still have
liquids in them, and they are liquids that you have heard
of -- propane, butane, penthane, ethane, hexane -- and

the composition will depend on the separation characteristics
as you go through each of these steps down the way.
Initially, the plans are -- and I didn't tell you that
Prudhoe Bay gas has about 10% or 12% carbon dioxide in
solution with it, it is there, and it is an impurity, and
it can't be burned, it is a pain in the neck. It has to

be removed before it gets to your kitchen for fdel. But
initially, until a pipeline and other cleaning systems

are installed, the plans of the operators are to go

through the separation stages, take out the impurities, and
anything that is not stable and then just recompress the
gases and reinject them right back down into the reservoir.
This would include what we call natural gas liquids or

ngl. The condensates will be taken off and sold as crude
0il during the interim period. And anything that can't

be dropped out.

Now, once a pipeline goes in, however, it is a little
~different story. The condensates will still be taken
--out, but there will be some additional equipment installed
and as of this morning the operators have not designed
the equipment and not ordered it and not installed it.

It is gas conditioning equipment to take care of the ‘
natural gas liquids, or to extract these liquids out of
the gas stream. Their intent at this stage is to take
out as much as they can that is stable enough to go down
the crude line and meet pipeline specs, and then any of
the other products that come out during the stabilization
and cleaning process, where they take out the carbon
dioxide and the water and so forth to make it of pipeline
quality. Anything that can't go down the crude stream,
at least initially until there is some market for it or
some need or some way to use it, will be pumped back into
the reservoir. It will go into the reservoir as a liquid
and will obviously revaporize. It will go in under high
pressure and will be there for ultimate recovery later.
But at this stage there is not a plan to take all of
those liquids out and try to send them down a third
pipeline or try to do something else with them. They are
unstable. It is not feasible to put a lot of gas down
the o0il line and it is not feasible to put too many of
these down the gas line. It can be done, and under the
right conditions, might well be done. But I just wanted
to point this out to you that the plans right now are
very indefinite on what to do. Some of the operators
propose to have their purchaser extract these products.
Some of the others do not.

In the contract before you, provision has been made that
the State will reserve the right to take those out where-
ever :
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PARR:

GILBRETH:

Okay. Presumably these are valuable because the State
retained the right to receive them. If they weren't
worth a thing, we wouldn't want that right. I have
somebody who is supposed to know something about this
subject, which I don't, and who felt this contract was
very deficient because it didn't refer to residue gas.
If I understood him correctly, residue gas was the gas
after the liquids were taken out, and that we should have
been in the contract only agreeing to sell residue gas,
still the one thousand btu. Only residue gas -- it is
important is it not -- why...?

Okay. Let me go back just a second if I may to our
original lease and Fred may have to help me here, but our
original lease, we sell the right to an operator to
explore for, drill for, produce, sell, and market, oil
and gas produced on the property. And as a consideration
for that, he gives us a 1/8 royalty when it is produced
at the surface and so forth. Now our rights are to take
that at the wellhead on our lease. . Which can mean the
hole coming out of the ground. We are talking about gas
sales here that are occuring through many millions and
billions of dollars worth of equipment. There is a
question -- well if we don't sell our royalty gas, it
goes through the separation process and the condensates
are knocked out, and it goes ultimately through the
conditioning plant and then the tail gas, or the output
of that plant is what would be going in to the pipeline,
after those liquids are knocked out. Now, there is a
long step between the wellhead and wherever that point is
going to be. And we don't know at this stage, where it
is going to be and the operators don't know. We have
written the operators to please tell us and they say, we
don't even know yet where the delivery point is going to
be. Whether they will deliver it to us back at the
wellhead or after it goes through one of these separation
facilities. We want it where it is free to us. We don't

want to have to pay anything. Now if we get it, ultimately,

at the wellhead and we sell it to somebody as tail gas
out here, we are going to have to pay for the processing
going on through all these plants. So what we did here
to insure that we didn't get stuck with some of that, was
to say that we're going to reserve the liquids, wherever
they are taken out. If they are taken out in the field,
if they are taken out at Fairbanks, or if they are taken
out at Valdez or if they are taken out in California, the
State of Alaska wants to reserve those liquids. And the
gas purchaser is going to pay the price of taking those
liquids out wherever it is. That is something that we
would have gotten had we not taken it in kind. If it is
something that we would have had to pay for anyhow, then
that is a different story. So what I am saying is, in
essence, selling the tail gas, we are not calling it tail
gas. We are selling the gas and reserving the right to
take the liquids out of it. Am I confusing everybody?
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weather, why the liquids will drop out in low places.
They are called the sludging of the fluid in the line and
the gas and so forth. So the gas companies require that
you put the gas into the line with a certain quality.

And the gas conditioning plant that we are talking about
that's going to take four or so years to construct, that
plant will take out everything that is required to get it
to pipeline quality. Most of these liquids that we are
talking about will be taken out in that plant and the
ones that are not stable enough to go down the e¢il line,
if there is not a market for them, will be pumped back
into the reservoir.

GRUENING: And the cost of this cleaning is borne by the people that
are buying this gas, is that right?

BONESS: I would like to interject something here. Our lease says
that if we take royalty in value, the lease is silent
with respect to cleaning and dehydrating the gas, either
0il or gas. But it says if we take royalty in kind, we
agree to pay actual value or actual cost of cleaning and
dehydrating the gas. There is some question as to first
of all, whether that term can be in the lease at all.
Whether it exceeds statutory authority of the Commissioner
in terms of issuing the lease and even if it does, whether
therefore it can bind us. There is also a question of
what it means by actual cost. These were debated in the
0il pricing case in Cook Inlet and that case was settled.
We don't have a legal judgement on those. That question
with respect to three of the people in the Cook Inlet
case is still open. And we may get some litigation. We
may get a court decision on what that means or not.

If we incur that cost solely as a result of taking in
kind, and would not have incurred it had we taken in
value, then our purchasers would pick up that cost. If
it .turns out that we must pay that cost, even if we take
in value, the lease is silent in that matter, then our
purchasers are not obliged to pay that cost. And the
reason for it is, we didn't want to be in a position
where we would have gotten less revenue by virtue of
having taken in kind than we would have gotten had we
taken in value.

GRUENING: In other words, the uncertainty in the lease is in the
. contract as well?

BONESS: That is right. There was no way to contract out uncertainly
in the lease.

GRUENING: Why is that? Because they wouldn't buy it?

BONESS: They essentially did buy it. They are going to pay the
costs if it would have been put upon us.
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BONESS:

PARR:

GILBRETH:

PARR:

GILBRETH:

QUESTION:
GILBRETH:

GRUENING:

- MEEKINS:

GILBRETH:

MEEKINS:

Yes.

Mr. Gilbreth never really answered my question exactly a
while ago, and I guess I didn't state it clearly. 1 said
somebody who is an employee knows something about this
and he said that the contract was wrong because it

say residue gas. You didn't answer that

(indiscernible)

I'm sorry. I don't feel that it is important because I
think we have covered it in essence in the wording by
saying that we have the right to take the liquids out of
the gas. And that is all that happens between the time
that you initially separate it and it goes to the pipeline,
you take the liquids out of it. You can call it -- there
would be no problem... ) '

Residue gas, I assume, is a standard term. What does it
mean?

It means the gas that comes out of the gas conditioning
plant. 1In essence. Residue gas generally is a term that
is applied when you put gas into some sort of a treating
plant. And it doesn't have to be a conditioning plant
like we have. It is just the gas -- the residue after
the treatment. It is a fairly well understood term. If
you come out to any plant, you can have the residue gas.

(Indiscernible)

In this case, yes. The gas coming out of the gas condi-
tioning plant, the residue out of that, would be what
goes into the pipeline. But the residue out of one of
the other plants, the injection plant or something like
that might not be the gas that goes down the pipeline.

Mr. Meekins?

I just have a technical question, as I understand it, the
names for these different things are related to the
number of hydrogens associated with the carbon atoms. Is
that correct? Like hexane would be six hydrogen, right?
Which ones are which? Does propane mean one and butane
mean two? :

Methane, ethane, butane, propane, penthane, exane, and
haptane. Methane and ethane are your two very lightest
ones. And then as you go down, they get heavier.

And all those are gas, right? And then octane would be
0il, right?
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GILBRETH: Yes. _
GRUENING: Okay. The question I want to get at...

BONESS: Mr. Chairman, I think I can answer your question. Each
pipeline by tariff says what the gas has to be, sets the
pipeline specifications. And they will say you can have
so much propane, butane, ethane in the gas. And you
cannot have a higher percentage than they tell you. They
will determine that by engineering characteristiscs.

GRUENING: Right. What is the relationship - If you examined the
three proposed routes. And what can you tell us about
the different characteristics in terms of gas quality
that they can take. Is there a substantial difference
between those three lines? I only say this...

GILBRETH: I have not examined that myself.

BONESS: I have examined it slightly, but not having Easy's back-
ground, cannot tell you very much. But I can tell you
that because the E1l Paso and Arctic Gas pipelines are

" higher pressure, they are able to carry a higher percentage

of propane, butane, ethane, than the Alcan, which operates
at a lower pressure and therefore is not able to carry as
large an amount. I believe I could supply you with the
pipeline specifications that were submitted in the tariff
if you are interested.

GRUENING: Yes. The question is, why the difference -- as a result
of pressure? Is that...? :

BONESS: Easy could explain to you, but it has to do with the dew
point. If there is greater pressure the heavy hydro-
carbons will not come out to form a liquid as easily as
if...

I understand that, but why is there pressure differences
between Alcan and those... :

BONESS: The Alcan proposal makes use of existing pipeline facilities
in Canada, whereas the other two build all their own
facilities. So, those in Canada are low pressure and
they have to be compatible.

GRUENING: Mr. Chatterton?

CHATTERTON: Mr. Chairman, because this may be important in the
lives of some people, I'm not too sure what is important,
I would like to have Easy and I caucus but I guess we
can't do that. But I have a hunch, if my memory serves
me, and so I guess it is a question to Easy -- is that
generally liquids will vaporize more easily at lower
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under the contract, unless we chose to take them out at
some point, I mean, they have the right. They pay us for
it, but they have the right to sell those liquids.

Rloht? v

BONESS: Yes. If nobody takes the 11qu1ds out of the gas, the
liquids will just be burned as part of the gas stream.
You will have a higher btu content gas stream. If somebody
choses to take the liquids out, and we don't chose.
The one way that this is very likely to occur orrat least
could occur, is all of the different people who own the
gas may get together and decide to build a processing
plant and take the liquids out. They will share in the
cost and share in the percentage of the liquids that come
out. We elected not to do that, but if the purchasers of
our gas did elect to do that, yes, then they would own
the liquids.

GRUENING: Are you aware of any plans on the part of the purchasers
to do that?

BONESS: No. There are no purchasers for the other 7/8, with the
one exception of Columbia Gas.

GRUENING: Which constitutes over 50% of the 7/8%? Right?

GILBRETH: I heard that 50% figure... -
(A1l talking at once)

GRUENING: 37% of the 7/8. What is the percentaoe?
May I answer for you. because I was the one who made the:
statement. And I find that I did not know there are two
participating areas. One is for crude oil and one is fo1
natural gas. So on the basis we are now told that about

37% of 7/8 is committed. (indiscernible)

GRUENING: Well, was it Commissioner Martin's statement that that
was his understanding of the amount of gas committed?

I thought that Commissioner Martin said that he was aware
that some had been committed but he didn't know what the
percent was.

GRUENING: Any questions?

I have a question, Mr. Chairman. (Indiscernible)

GRUENING: Do you have any more questions right along this line?
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HAYES:

GILBRETH:

BONESS:

HAYES:

GILBRETH:

GRUENING:

BONESS:

GRUENING:
BONESS:

GRUENING:

I have a question of a non-technical nature. Maybe this
should have been directed to Commissioner Martin. Does
or would the FPC allow, it is on your royalty gas, or 1its
selling gas to a purchaser, do they allow unusual restraints
against getting a premium, selling the rights? If we had
found a willing -- if people had been so inclined --
would it have been possible to get everything -- what we:
have in this contract is they are going to buy this gas
at the best rates and there other considerations which
support the all Alaska line. Could we have, alsp or
instead of, got a billion dollars ? Are these
the figures? Are these the only figures around here? Is
it a consideration?

Let me take one shot and then let Fred take one. I know
some of the discussions that were had on it. The purchasers
pointed out that any payment that they made would not be
recoverable through their rate structure and it would

have to come out of their own back pockets. And they

could pay something, but it would be relatively small
because it would come out of their pocket. Fred?

. To my knowledge, there would be nothing unlawful about

that.

We do sell oil and gas leases. And we get a premium and
that comes out of profits. = = we could

sell... You'd finally have something in your hands... we
could have done it if we could have found somebody willing -
to do it?

Well, you are talking about two different types of companies,
now. You are talking about selling oil and gas leases.

Those people are in the drilling exploration and they are
not controlled, whereas the purchase is our control on

their properties.

As I understand it though, nobody was ever asked to bid
on the gas on a cash bonus or premium basis. Is that
correct? To your knowledge? Either of you.

There were some early discussions. The very early offers.
These offers were made actually before the price, or
advance payment ruling came down. There were offers to
put up front end money. I believe all of those were
withdrawn after the advance payment ruling. There was

no other bidding...

There have been no... any bids invited?
That is what I mean. That's right.
Mr. Meekins?
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BONESS:
GRUENING:
MEEKINS:

BONESS:

GILBRETH:

BONESS:

GRUENING:

BONESS:
"GRUENING:
BONESS:

GRUENING:

McKINNON:

They are pipeline companies. They make money by having --
the only way they make money. And you ought to explore
this with them in greater detail. But the only way

they make money is by owning a pipeline and moving gas
through the pipeline.

Mr. Meekins?

And for doing that they receive a certain return on their
rate base because the cost of building that pipeline or
whatever?

That's right. All of the sales in the natural gas
industry except direct sales in interstate commerce, are
regulated, either by the Federal Power Commission or by
State commissions.

(Indiscernible)

Their ownership in the pipeline, percentage, would be -
greater than...

If you were moving one cubic foot through a pipeline,
that means you'd have to distribute all of the fixed
capital investment over that one cubic foot. And you
wouldn't be able to sell that-one cubic foot for the
hundred million dollars or whatever it was that it cost.
to build the pipeline. So you have got to have gas in
the pipeline in order to distribute it. A lot of gas in
the pipeline, to distribute the cost.

I think what everyone is struggling with is trying to

find out what is the probable value of what we are selling
here. And along that line, can't these gas companies

that we are proposing to sell gas to, they can sell it to
someone else, not for resale, can't they, and get whatever
price they can, that the market bears at that time?

How does that relate to the price we get?

I believe if they were not in curtailment they would
probably be able to do that. In the curtailment situation
that they are in, I don't believe they can do that.

Yes, but, we are talking about seven or eight years from
now. With deregulation there may be no curtailments. Is
that a safe assumption?

That is a possibility. I'm not sure if it is likely.

Mr. McKinnon?

Curtailment . What is it based on?
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GRUENING:

GILBRETH:

GRUENING:

BONESS:

GRUENING:

BONESS:

GILBRETH:
GRUENING:

MEEKINS:

GILBRETH:

and places like that, it is selling anywhere from $1.75,
$2.00, maybe even a little bit more than $2.00 mcf contract.
There is something called emergency sales. Which means
for a short period of time, or under certain other kinds
of conditions, gas can be sold in the interstate market,
in an essentially non-regulated fashion. It is not
completely unregulated, but it doesn't come between the
price that is otherwise applicable. I believe contracts
there were going for about §$1.50, $1.60, before the new
rate took place. I don't know if that really answers
your question, but maybe it is some help.

Mr. Gilbreth?

Also, I believe that the volumes of gas that we're talking
about here are significant volumes without a known use

for it now in Alaska, necessitates that it go to the

south 48. All of the companies who have talked about it,

to the best of my knowledge, would be regulated by the
Federal Power Commission and they are regulated on what

they can pay for it. So you are talking about FPC regulation,

whatever that turns out to -be.

If we are not a person -- you might want to follow this
up - 1f we are not a person under the natural gas act,
and we sell to somebody who isn't going to resell, say an
industrial user is going to turn it into something or do
something with it right there, what kind of price could
we expect to get? Do we get a premium price for that?

If there would be no FPC restriction on them paying the
premium price, whether we could or not, I can't answer

“you.

Okay. Has that question been explored in terms of...

The Royalty Board made a number of solicitations that you
may be aware. I don't believe any responses came in from
direct purchasers.

Commissioner Martin would probably have to answer that.
Mr. Meekins and then Mr. Hayes.

I just have a short question. What is the total volume
of gas included in the sale in the contract?

2.6 trillion for the three contracts.
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GRUENING:
GILBRETH:
GRUENING:
MEEKINS:

GRUENING:

Does that appear correct to you Or...

says , Department of Interior.

Mr. Meekins?

Mr. Chairman, if you say the new rate if $1.50 -- just

assuming that, I think the logical assumption is that the -
price is going to go up, simply because there is a possibility
of deregulation, there is a scarcity, all sorts’of combinations
like that. But if you don't even take in all the things

you should consider and just multiplied volume times the

price, you get four billion dollars and that is not

considering increases or discounted value of it for the

future and all that kind of stuff. But just how much it

~is worth sitting there, I guess. Right now the current

price is four billion at

Mr. Chatterton?

CHATTERTON: Mr. Chairman. T have a series of questions that would

GRUENING:

GILBRETH:

GRUENING:

GILBRETH:

GRUENING:

PARR:

BONESS:

be completely within Mr. Gilbreth's discipline. And
depending on time, why I can ask them to my satisfaction
now or, I don't know what his schedule is...

Let me ask the committee -- What are your wishes? It is
quarter after ten, now. There are going to be long
hearings next week and we've been told by all these _
gentlemen that they will be happy to appear. Mr. Gilbreth
are you going to be staying through til Monday?

I have to go back for a meeting tomorrow and one on
Saturday. I will be back Sunday.

I think it is kind of late. Are there some immediate
questions that are left hanging that you want to cover?
If anyone wants to stay and talk to Mr. Gilbreth, and he
wants to stay, that is fine. Mr. Gilbreth?

Mr. Chairman, I'd like to say that in our little discussion

between Mr. Chatterton and I about the pressures, I will
do some checking. I think we are talking about two
different things and we both may be right.

Mr. Parr?

Let me ask one very quick question. Mr. Boness, some-
thing has been said about the possibility that the State
of California might want to buy the gas from us ,
they're not regulated by FPC either. (indiscernible)

Probably Commissioner Martin is thevperson you ought
to... I don't think I know really any more than any of
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GRUENING:

Any questions you want to hit tonight? I want to thank
you both Mr. Gilbreth and Mr. Boness, for sticking with
us tonight and we thank Commissioner Martin for being
here for a short time. Thank you.
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SPECIAL NORTH SLOPE HAUL ROAD COMMITTEE MEETING
THURSDAY, FEBRUARY 9, 1978 - RM. 205 - CAPITOL BLDG.

Senate Members Present: Senators John Butrovich, Chairman:
| Frank Ferguson, Peter Melaﬁd
House Members Present: Representatives Charlie Parr, Chairman;
Don Bennett, Leo Schaeffer

Guests Present: Representative Larry Carpenter

The first meeting of the Special Committee on the North Slope Haul
Road was called to order by Chairman, Senator John Butrovich at
2:15 p.m. -

Butrovich informed the Committee that he had invited Representative
Carpenter to sit in with the Committee due to his wide knowledge of
the road. :

Butrovich announced that this meeting would be primarily an organi-
zational meeting and asked for suggestions from members on what role
they felt the Committee should take on this issue.

Schaeffer stated that he has traveled the road, however, was not
up-to-date on the present maintenance.

Butrovich stated that he had received a report by the Alaska Truckers
Association and would make it available to the members. Also, a
resolution from the City of Valdez had been received in answer to the
Committee's request for a position paper.

Ferguson stated that one of his main interests with the Committee
would be as a representative of the Arctic North Slope Borough and
that he would recommend no hunting off roadway.

Bennett stated that he felt road should be treated as any other state
highway and maintained as such. :

Parr spoke on the highlights of a bill draft that he is spohsoring
relating to the North Slope Haul Road. NOTE: SSSB 107 {(introduced
on 2/10/78 by Senator Huber) is identical to Parr's draft.

Meland expressed that his position regarding the Committee's direction
would develop as he learned more about the road. Since the road is
out of his district, he stated that his contribution would be more or
less as a balancing agent to the Committee.
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Butrovich stated that he had traveled the road this past mid-Septem-
ber with Bennett and found the road conditions as follows:

Fairbanks to Livengood - poor
Livengood to the Yukon River - good
Yukon River north - excellent gravel road

Ferguson expressed his concerns regarding maintenance costs north
of the Yukon river and the problems to the state if people have
unrestricted access to the area.

Schaeffer concurred with Ferguson's remarks and added that he was
concerned about the dangers of road travel during the winter months.

Bennett sited other northern highways that are open, with minimum
maintenance, during the winter months and full maintenance May - Sept-
ember. He suggested possible use of convoy concept during winter. .

Butrovich reminded committee of 40 Mile Road in interior where signs
are posted 'Proceed At Own Risk'.

Parr related other road maintenance policies of interior highways.

Butorvich stated that he was more concerned about access to the
surrounding country side than road maintenance. He felt that the

5 mile limit barrier on each side of the road could be the policy on
this road, too. He stated that one of his main concerns is that

the Committee needs to see sensible (realistic) figures on maintenance
of the North Slope Haul Road vs. costs for keeping other northern
roads open, such as the Steese, Elliott, etc.

Schaeffer requested that Barrow residents have a chance for input into
Committee....either with hearings in Barrow or have Barrow represen-—
tatives here to Juneau to testify. He informed committee that Barrow
residents have talked about connecting with North Slope Haul Road.

Meland asked if the Committee was going to address the Governor's
proposal (Statewide Radio Address, January 18, 1978) on the North
Slope Haul Road.

A discussion was held on the Governor's recommendation with emphasis
on the following statement by the Governor:

"I urge all of you to participate actively in the Public
process that will finally decide how we will use the road.
My proposals are not struck in stone. We have already
received much public comment and I hope these proposals
will elicit more."
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Carpenter explained Alyeska's position and plans regarding the road:

1) List of jobs to be completed by Alyeska before
road turned over to state is available

2) Stock piled graveling material for use by D.O.T.

3) September 1 pull out - target date

4) Company never been in favor of opening highway
to public

The question of pipeline security was raised by several members and
a discussion followed regarding types of security possible.

Parr suggested State Patrol manned check points, helicopter sur-
veillance for security of pipeline as well as fish and game infractions.

Bennett told members that if highway were closed to vehicles, planes
could still fly in and land on roadway. He stated that, in fact,
hutners this Fall were dropping in by plane.

Ferguson expressed his greatest concern was that limits on hunting
and fishing needed to be maintained.

Butrovich asked members from what factions they wanted to receive
testimony. The following suggestions were made:

1) Administration people - i.e. D.O.T. personnel
- 2) Doyon, Ltd. (Tim Wallis) _
3) Arctic Slope Native Corp. (Eben Hobsen)
4) North Slope Borough
5) Communities effected - i.e. Barrow, Wiseman, Bettles,
Stevens Village
6) Representative from unitized field at Prudhoe Bay
7) Truckers Association
8) Others to be determined as committee's work progresses

It was the Committee's unanimous decision to call for a public
hearing possibly within the next month.

Meetings will be held on Thursday's at 2 p.m. The next meeting is
scheduled for February 16, 2 p.m. in the Senate Resources Committee
Room (Room 120 - Capitol Building).

Butrovich announced that he would invite Commissioner Don Harris
and Deputy Commissioner H.D. Scougal from the Department of Trans-
portation to appear at the next meeting.

Meeting adjourned at 3:08 p.m.



Special North Slope Haul Road Committee Meeting

Thursday, March 2, 1978 - Room 126 - Capitol Building

Senate Members Present: Senators John Butrovich, Chairman;
Pete Meland

House Members Present: Representatives Charlie Parr, Chairman;

DQn Bennett

Guests Present: Commissioner Don Harris (Department of Trans-—

: portation and Public Facilities), Commissioner
Richard Burton (Department of Public Safety) ,
Deputy Commissioner Jim 0O'Sullivan (Maintenance
and Operations, DOT), Deputy Commissioner Mel
Personett (Department of Public Safety), Larry
Soden, Assistant Regional Planning Engineer
Fairbanks (DOT-PF), Commissioner Avrum Gross
(Department of Law), Bill Luria (Division of
Policy Development and Planning - Office of
the Governor), Andy Karella (Assemblyman, Fair-
banks North Star Borough), Virginia dal Piaz
(Alaska Conservation Society), Mark Jensen
(Associated General Contractors), William J.
Moses (Northwest Alaskan Pipeline Company) Ruth
Harris and Don Dickey (Alaska State Chamber of
Commerce), Ken Rosenstein (Legislative Affairs
Agency)

The meeting was called to order at 1:37 pm.

Senator Butrovich opened the meeting to anyone present to testify.

STATEMENT OF COMMISSIONER DON HARRIS (DEPARTMENT OF TRANSPORTATION AND
PUBLIC FACILITIES):

Mr. Chairman, essentially you asked us to be prepared to answer on three
(3) specific items that were indicated. One being the maintenance plan,
budget, and how we intended to incorporate Northwest Pipeline into the
maintenance effort. At this point in time, our discussions with North-
west Pipeline have been very tentative. But, essentially from our point
of view, we intend to confront Northwest Pipeline with our demands when
they want to talk about right-of-way lease. We intend to tell Northwest
Pipeline then what we've developed in the way of the State's demands as
to how they are to operate on the Haul road and what we expect them to do
In discussions with Northwest Pipeline, we're looking beyond just the
Haul Road area. We're also looking at some of our other road systems

in conjunction with our experience with Alyeska's efforts and what it
cost it in terms of road. As we see it now, the State of Alaska's re-
Placement costs on the Richardson Highway is in the neighborhood of

$80 million...... to replace the damages that were done there. Also,




Special North Slope Haul Road Committee Meeting
Thursday, March 2, 1978
Page Two

we've been very recently put on notice by the federal highways (all
the states have been put on notice) that they're going to loose their
federal funds unless the enforcement of weight limitations are adhered
to. I think that nationally, we're seeing significant road deteriora-
tion. We're seeing the energy conservation effort turn down, to some
degree, the earning power of the highway trust fund; so dollars are
becoming . more scarce at the same time that we're experiencing a rate
of inflation that reduces our ability to get as much for the dollar

as we have. The net affect of Alyeska's effort was that the State

is programming a lot of its matching funds and State dollars to recon-
struct road that we lost during their construction efforts. We feel
that the losses in our road system due to that kind of an effort....
that fact that Congress may very well set a rate on domestically pro-
duced gas that is favorable to customers in the lower 48 but works at
a disadvantage to the State of Alaska that we should challenge Alcan
or Northwest Pipe or the federal government at the very out set and
make a record saying that they should pay for the replacement costs

of some of our road system. And, that's what we're looking at - is
major reconstruction on the Elliot Highway and that portion of the
Alaska highway that we feel will deteriorate significantly from their
effort......from Delta to the border. And, our estimates for that
work range from 200 to 250 million dollars. We think that, if in fact
federal Congress sets a favorable domestic rate for the south 48 con-
sumer, either the Congress should then appropriate monies from the
trust funds as a special allocation to the State for that road re-con-
struction costs or that Alcan pipeline should come forth with those
monies and put it in their rate base, so that the State of Alaska does
not suffer a loss. And, that's essentially what we intend to confront
Northwest Pipeline or Alcan with at the time that they come in to begin
the negotiations for their right-of-way.

Butrovich opened the meeting to questions from committee members.

Senator Meland stated that it seemed to him, that in listening to
questions and testimony so far in the committee's meetings, that
people were definitely leaning toward at least a seasonal opening
of the highway. He continued by asking the Commissioner if there
were any facts and figures that would change drastically if the
highway were kept open year round? He stated that he could imagine
a lot of problems if the road were left alone all winter and opened
in the spring (i.e. culverts choked up, and maybe flooding back and
tearing down the tundra, etc.). He questioned the Commissioner by
asking if there would be a lot more expense in just keeping it open
year round if this was what the State decided to do? He asked the
Commissioner also if there was a lot of snowfall up there?
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HARRIS.....North of the Brooks range there certainly isn't a heavy
snowfall. 1It's a very light snowfall...the main problem being drift-
ing, but I understand the winter maintenance problems as far as snow
is concerned is fairly insignificant other than that you do have to
have crews there to take care of whatever conditions prevail as far
as whatever road conditions may be generated because of drifting. You
have to man it; you have to keep your stations open and so on to take
care of that. But, we have our maintenance people here and they can
give you the figures on the differences in cost. Jim O'Sullivan is
here and Larry Soden from Fairbanks, our assistant manager for mainte-
nance, and they can answer the questions in regard to the maintenance
plan and at least some of the cost figures that we've generated to
date.

Representative Parr informed Harris that he had received some informa-
tion from people who had worked on the road and they have told him
that it was really not up to standard for a secondary road. He asked
Harris if the Department was satisfied now that the road is up to se-
condary road standards or that it will be by the time we take it over?

HARRIS.....We're satisfied that it will be when we take it over. The
reason for the October '78 date was to give Alyeska time to bring it
to secondary standards and we feel they will meet secondary standards
by that time. There is a work plan layed out.....if they meet that
work plan, well, we'll have a road that meets secondary standards. -

Representative Bennett stated that it was his understanding that during
the construction of the highway.....that period of time ('74 and ¥75)
that there were state engineers in each one of the Alyeska camps and
that they did, in fact, perform inspections. He asked Harris if there
was a standard required at that point in time?

HARRIS.....Yes, there were and we did have State inspection throughout
the construction.

Bennett continued by asking if there had been variances or something
that would cause this latter question as to the quality of the road?
He stated that he was wondering why, at the time, it wasn't taken care
of? '

HARRIS.....The most significant items remaining are, I would say, are
culverts...placement of culverts that perhaps need to be changed - a
number of them were changed last year. There's culverts that have water
velocities through them that aren't acceptable and a number of them are
programmed to be changed this coming summer. There's been a widening
of that road bed that Alyeska's agreed that they're going to have crews
on this summer to pull that road bed back into the width requirements
that meet the width requirement of the road design. One of the reasons
for that is that as that thing widens out some of the culverts are be-
ginning to..... high water wash is beginning to take some of the road
bed material and wash it into the culverts and they're going to have
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to pull that in and that's one of the things they've agreed to.

Bennett said he had heard discussions in reference to the grade over
Atigun Pass and asked the Commissioner if that was resolved with
any particular exception to grades or standards?

HARRIS.....No, we don't take exceptions to the grades that exist there
now.

Butrovich asked Harris hcw he would evaluate the road from Livengood
to Prudhoe as compared to the other non-paved, gravel roads (highways)
that his department maintains in the state?

HARRIS.....I think that the Haul road is superior to many of the secon-
dary, standard roads we have in the state today. The reason for that
is that those standards have changed over time and a lot of our secon-
dary roads were built under different standards.

Butrovich stated that he felt that the Commissioner had covered two of
the three items that the committee members were concerned with...what
the maintenance plan was and Northwest Pipeline's involvement at this
time. He continued that the third question the members had was the
budget submission to support the maintenance plan and he asked the
Commissioner if such a document existed?

HARRIS.....We have a work-up on the budget submission. It's, as I

told you at the last meeting, being revised as this time...I think

that we've got the revisions completed as far as what we propose for
camps. The one thing that we've left to finalize and that's our equip-
ment costs and we had people out inventoring the equipment in the various
regions of the state to see what is excess and what we can use of that
excess to move into the Haul road maintenance program. That hasn't

been completely determined yet and, therefore, our total budget is not
finalized.

With no further questions forthcoming from members, HARRIS stateﬁ.;...
I think that Jim O'Sullivan and Larry Soden can give you the maintenance
answer costs and any specific questions you might have on the maintenance

plan, etc.

James O'Sullivan (Deputy Commissioner, Maintenance and Operations -
Department of Transportation and Public Facilities) told the committee
that Larry Soden is in planning in the Interior region.

Butrovich invited either or both to testify before the committee.

O'SULLIVAN..... Perhaps, it would be easier to respond to questions to
know where to start.
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Parr reverted back to Meland's questioning of Harris regarding the

differences involved in the cost between year-round maintenance and
the part-year maintenance, when you subtract the repair work you'd

have to do if you don't maintain it in the winter. Parr asked what
additional costs they were talking about in terms of dollars?

SODEN.....I should specify..I have been down here since the first of
the week on some other matters and I am attending this hearing today
on rather short notice so, I don't have any of the budget documents
with me. I do have some current costs on the camps that have been
revised and are the current costs to date. I would like to say some-
think in regard to the costs in damages to the roadway that you men-
tioned, if it's left closed during the winter. The seasonal budget
estimates that we will submit (has been prepared) includes the cost

of the spring time opening of the road which hopefully would circum-
vent the damage that you're referring to. That cost, or the avoidance
of that damage, is included in the seasonal budget estimate that we're
generating. In other words, we'll treat that road like we would any
other seasonally closed highway. We'll send special crews up there

in the spring time who will open the road while the snow is still on
the ground and remove the ice where necessary, open the culverts.....
do whatever normal maintenance functions we usually do in that respect
to keep the road from washing out and deteriorating during breakup.
So, that cost is included in the figure that we had...(He asked
O'Sullivan if he had those figures......0'Sullivan answered in the
affirmative) .

Butrovich asked if O'Sullivan had a year-round figure?

O'SULLIVAN.....No, I don't have a year round figure, Senator. Keeping
it open in the winter, of course, would result in l12-month crews in-
stead of 6, so, these figures are doubled. Plus, the fact the de-
preciation on the equipment and the maintenance of the equipment,

the heating of the camps -~ it's significant, of course. It should be
basically double. ‘

Meland questioned that it would be double costs?

SODEN.....It wouldn't double. I have some figures here that we genera-
ted for a report that was put out by the Governor's office here several
weeks ago. Now, these won't by the figures that will come out in the
final budget document, because that's being refined as it's being pre-
pared. But, to give you a general idea of what the difference would

be between year-round and seasonal maintenance...for summer only - re-
stricted use for '79, we had an operating budget of $4.79 million.

For restricted use, year-round that went to $6.62 million.....it increase
by roughly a third (1/3) and I think probably most of that cost you

could trace to personnel costs and equipment rental. Like Commissioner
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Harris said, you have to have people there all the time and that's

the major difference...that and the equipment rental costs which we
cranked into this. So, I think there's a major difference between the
seasonal and the full-time operation of the road; that, and the
on-going cost of maintaining the camps up there, too. I think the
most significant costs would be your personal services, the per diem
which is a very heavy part of the budget (the way we scheduled the
maintenance up there) and the equipment rental cost. But, to get back
to your original question...I think you're looking at roughly a 1/3
increase in the budget from a seasonal to a year-round status.

Meland stated that he would imagine that when spring came they would
be working around the clock - lots of overtime pay, etc. versus
someone being there all the time?

O'SULLIVAN.....Well, of course, in the winter they're essentially
moving snow and that's all they're doing. But, it takes the same
number of people and same facilities as if they're cutting brush

or whatever. And, as Mr. Soden points out...in the spring, however,
if we did not maintain it in the winter, we would probably go out
(this of course needs to be time tested) in the latter part of April
before any thawing takes place and remove the snow from the road, pro-
vide for the drainage, take care of the glaciering. So, that when
break-up came it wouldn't be a tramatic thing.

Bennett asked how many maintenance camps were proposed north of the
Yukon and their approximate location?

SODEN.....There would be seven camps. There would be proposed loca-
tions at: 1) 5 Mile, 2) Prospect, 3) Cold Foot, 4) Chandalar, 5) Toolik,
6) Happy Valley, and 7) Franklin Bluffs. Roughly each camp being res-
ponsible for on the average of about 50 to 60 miles of highway. That's
an average figure.

Bennett asked if there would be anything located at Deadhorse?
SODEN..... We're not planning to at this time, no.

Parr asked if the camps they were referring to were the Alyeska camps?
SODEN..... They are at the locations of where the Alyeska camps are...
most of them. There are a couple of exceptions...Prospect and Toolik
would not be located where Alyeska's construction camps were.

Parr continued that what he was wondering was if the cost figures were

based on leasing BLM lands for this purpose or taking over a lease
Alyeska now has on a facility?
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SODEN..... They're based on getting a grant (a land grant) from the BLM
on the existing Alyeska camp sites or a portion of it. We don't need
as much area as what Alyeska had up there for their camps. But, upon
the expiration of Alyeska's temporary use permits...in fact, we have
already top filled over those sites and we are in the process now of
finalizing or refining our applications to BLM which is a rather time
~consuming process. You have to make plats, surveys, descriptions, etc.
We would apply for legal title, so to speak, a grant of that land
from the BLM on a portion of the existing site. And, the purpose of
that, of course, would be to avoid the cost of constructing entirely
new gravel pads somewhere down the road. We cannot use most of the
existing camp facilities themselves. The buildings, the support sy-
stems are designed for operations that are far and above what we're -

going to have up there and they are just not usable for our purposes
for the most part.

Parr said he could understand that they are a larger scale operation
than the State would have but he asked if what they were saying is
that it wouldn't be feasible to take a portion of the Alyeska facility
and use it but that the State would have to start from scratch and
build from the ground up?

SODEN.....It might be feasible and we've looked at this to utilize

say some of their (i.e. a couple wings off of their dormitory units
and modify them somewhat to fit our needs). The water systems, dis-
tribution system, the sewage system and the electrical systems are

all far bigger than what we could utilize or afford to maintain. Their
sewage systems were designed for camps of 1,000 to 1,500 people. They
have very large self-contained sewage treatment plants which were ex-
tremely expensive to purchase and to operate. The generators were a
minimum of 300 to 400 kilovolt and some camps they had 600 KV genera-
tors. The electrical distribution system is the same way...it's all
designed and installed for a large scale operation. There are, and
there may be portions of it that we could utilize and we're certainly
going to do what we can with it. We're going to try to utilize the
wells, for example, at each location and possibly some of the water
distribution systems if it's feasible. But, you talk about maintaining
an 8-inch water line over 3 or 4 hundred yards or a half of a mile on

a year round basis, it's not the same as a 6-inch well with just a
water pipe and some heat trace around it that you can get in closer to
camp.

Parr asked Soden if their considerations so far had just dealt solely
with what State facilities would be needed (i.e. Highways and Public
Safety)? ,

Soden answered in the affirmative.
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Parr continued by saying that he and Representative Bennett had dis-
cussed, after the last meeting, the desirability of requiring that

any private facilities placed on the road (such as service stations,
lodges, restaurants, etc.) be placed adjacent to the state facilities.
He asked if some of those existing Alyeska facilities (if they were
made available to private industry) be used for those purposes since
he presumed that the State is going to take over, in effect, more

than just the absolute minimum that it would need for its operations?
He continued by giving examples of tourist lodging in the vacant camps,
using the sewer facilities, etc.

SODEN.....We haven't gotten into that area in detail and the Bureau
of Land Management is undergoing a separate study of their own (a
land use study for the corridor) which, I think, is going to come out
emphasizing what you just mentioned...the fact, that any development
that occurs up there should be concentrated in certain areas along
the road - including highway maintenance and state facilities along
with commercial establishments. I think there are facilities in-
those camps that might be utilized to some extent by commercial people
but, again, it would require some modification in those facilities.
The way those camps are constructed and put together, the only way
you could use them as is is to go in with another scale similiar to
what Alyeska had there. But, they're modular units - they can be
taken apart again, put them together into smaller complexes, as far
as the bedroom units and the washer units and things like that. The
dining hall facilities - it's possible that some of those might be
usable for say a lodge (an overnight type facility), yes.

Bennett told the committee that some of the main structures that he
-has thought would certainly be compatible with State use would be the
shop buildings. He stated that he'd gone through several of the State
maintenance shops and found them nearly identical to some of the large
metal shop buildings that Alyeska has at some of these locations.

SODEN.....We have looked at the shop buildings. They're pre-fabricated,
metal buildings and we do have some buildings like that at our camps.
‘The only camps, other than the one that T know of in the Interior .
where we utilize that type of building are seasonal camps. And, that's
something that's been hashed over in the regional office up there quite
a bit lately when we started trying to pin these costs down as exactly
what kind of a building are we looking at? and what can we utilize?
And, I would say at this time that it's still possible that some of
those shop buildings might be utilized by us. But, having seen most of
Alyeska's camps on several occasions, there's very few of those build-
ings that I think I would care to take over for State use. They were
thrown up and utilized with a short term operation in mind and most

of them, and in fact virtually all of them, with one or two exceptions,
don't have floors in them; they're not insulated (very poorly insulated)
and in the course of the pipeline construction, some of them have been
damaged to the point where...I've seen shop buildings up there where
you couldn't get the doors to close to a gap much more than a foot and
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you can just see the heat waves flowing out of there when it was 40
and 50 below and they were just burning the o0il to heat it as fast
as they could. So, even if we got some of those shop buildings, I
think we'd be looking at some major modification and repair costs to
get them - we're looking at a permanent long term arrangement up
there and we want some well insulated buildings and we want some
facilities that our people could utilize over a long term basis and
would be fairly low to operate on a yearly basis. So, I think for
the most part their buildings are either too big, or too poorly con-
structed for what we want; but we haven't completely sold out the
idea of using some of them.

Bennett then asked if their cost figures were actually for the most
part based on fabricating a complete highway camp at each one of
these locations?

O'SULLIVAN.....All new.

SODEN.....That's correct. These figures are for an all new facility.

Butrovich asked if Alyeska was stipulating that the buildings be removed
when sold?

O'SULLIVAN.....Well, it depends on who the buyer is. If it's Alcan, Alcai
would work out their own arrangements. But, if anyone else bought them
they'd have to take them off.

COMMISSIONER HARRIS..... I think that Alcan and Alyeska have arrived at
some understanding on a number of those camps now and there is a commit-
ment between those two parties that exists at this time. The other
thing that I would like to say is that we certainly want to look at the
camps that we put in there on a permanent basis...we want to look at

the life cost of them. The temporary construction type camp facilities
that Alyeska went in with certainly don't blend themselves well with
that long term considerations.

Meland questioned the winter maintenance problems again with regards
to snow and drifting snow.

HARRIS.....You've got two different considerations over the length of
that road. We've got about 200 miles that is in the Yukon and Koyukuk
valley where your snowfalls are considerably heavier than they are in
the Brooks range and the north side of it,and you've got two significant-~
ly different environments there as far as the maintenance on that road.
If you're talking about the north side of the Brooks range, you've got
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a very light snowfall to deal with. And, we're looking at perhaps
contracting that part of it out so that we'd only have state crews
on that portion on the south side of the Brooks range.

O'SULLIVAN..... I wanted to express to Mr. Meland that it would take
the same number of people in the winter as in the summer. We're

only talking about 48 people total in the 7 camps including the super-
intendents, etc. And, when you put 4, 5 or 6 men in a camp, that's
the rminimum you can have regardless of whether there's anything for
them to do or not. 1I'll admit that if it doesn't snow they can't

move snow, but we can't send them all back to Fairbanks.

As the Commissioner said, we have two Very separate weather patterns...
north of the Brooks range is arid; south of the Brooks range they get
a considerable amount of snow. You have the drifting in the north and
you have the other situation in the south and the same thing with the
glaciering.

Butrovich explained that the committee had gone into this maintenance
situation extensively and asked Commissioner Harris if it was a fair
statement to say that until at least the gas line is built, someone
is going to maintain that road? and the State would have to move
rapidly to set up whatever kind of facilities they needed?

HARRIS.....We have a commitment to maintain that road. The Governor's
made that commitment to maintain the»road.

Butrovich continued that this committee was only concerned about the
road being maintained but not out of what facilities it takes place.

HARRIS.....As soon as we have the budget together, I think that we'll

be asking for a supplemental to get that funding in hand to move ahead
as early as possible. It's going to be a tight time frame to get the

job done.

Butrovich asked if they could expect to get something before the legis-
lature before they go home? and which will probably answer a lot of
their questions.

HARRIS.....Very soon now.

Butrovich informed Harris that he thought the concern of the committee
was that the general public might have the feeling that a lot of this
expense that is going to be generated is being caused by public demand
to keep the road open, which is not the case at all. He continued by
stating that the State intends to keep that road open, regardless,
until the gas line is built and that this committee wants to get that
point across to the public. Butrovich asked if the Commissioner had
the same understanding?
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HARRIS..... That's true. We have a six-month commitment to maintain the
road under this plan.

Bennett asked that of these 7 proposed camps, was his conclusion correct
that they would not be using very much of the real property which
currently belongs to Alyeska but how many of them would they be filling
additional land for not using that land which is already occupied by
Alyeska?

SODEN.....Two of them. At Prospect we originally intended to use Alyeska
camp, but because of their o0il spill that occured there a couple of year
ago and the restoration effort that was required of them, they have com-~
Pletely dismantled that camp and, to my knowledge, the pad upon which

it sat. I think, DEC or BLM (the agencies with the responsibility for
overseeing that type of activity) have said that there will be no more
facilities put on that particular location. So, at Prospect, we're
looking at probably moving up by the air strip and the pump station

and then putting another pad in up there. Up at Toolik camp, the feel-
ing there was...in the first place the camp is about 2 1/2 to 3 1/2 mile:
off the highway. First, we have to maintain the road to the camp before
you can maintain the highway. The big problem at Toolik is the water
supply. Alyeska wasn't wble to get an adequate well sunk there so they
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