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February 7, 2024 
 
Regulatory Commission of Alaska 
701 West Eighth Avenue, Suite 300 
Anchorage, Alaska 99501 
 
Subject:  Tariff Advice Letter 343-4 
 
Dear Commissioners: 
 

ENSTAR Natural Gas Company, LLC (“ENSTAR”) seeks Regulatory Commission of 
Alaska (“Commission”) approval of the attached Amendment No. 1 to the Amended and Restated 
Gas Sales and Purchase Agreement between Alaska Pipeline Company, LLC (“APC”)1 and 
Hilcorp Alaska, LLC (“Hilcorp”) dated January 12, 2024 (“Amendment No. 1”).2  

 
This filing is transmitted in compliance with 3 AAC 48.200-430 and Order U-12-125(1).3  

ENSTAR does not seek modification of any of its tariff sheets in this filing.   
 
Concurrent with the instant filing, ENSTAR is filing a Special Contract and Service 

Agreement for Gas Sales Service with AEEC for approval as TA342-4. 
 

REQUEST FOR APPROVAL 
 

Under the terms of Amendment No. 1, Hilcorp will provide 3.515 billion cubic feet (“Bcf”) 
of firm natural gas volumes to ENSTAR between April 1, 2024 and March 31, 2025.  These 
volumes, in part, will allow ENSTAR to supply Alaska Electric and Energy Cooperative, LLC 

 
1  APC, not ENSTAR, is the party to the GSA and the proposed amendment. The 
Commission regulates APC and ENSTAR as a single entity. The use of the name “ENSTAR” in 
this filing is intended to include both APC and ENSTAR, unless the context clearly requires 
otherwise. 
2  The Commission approved the Amended and Restated Gas Sale and Purchase Agreement 
between APC and Hilcorp (“Amended APL-14”) in L2000231 issued in TA317-4. 
3  Order U-12-125(1), Order Granting Request for Expedited Consideration, Granting 
Request for Waiver, and Granting Petition for Approval of Operational Protocol and Amendment 
No. 1, September 21, 2012 at 2-3 (“We advise ENSTAR that any amendments, supplements, 
modifications, clarifications, or other agreements affecting a GSA subject to our approval must be 
filed for our approval before gas costs incurred under the affected GSA are included in ENSTAR’s 
rates.”). 
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(“AEEC”) with natural gas for power generation as a gas sales customer.  The power generated by 
AEEC is used by Homer Electric Association, Inc. (“HEA”)4 to provide electrical service to its 
customers on the Kenai Peninsula, many of whom are also ENSTAR customers.   

 
AEEC’s current gas supply agreement with Hilcorp expires on March 31, 2024.  

Commission approval of Amendment No. 1 is required for ENSTAR to provide gas sales service 
to AEEC after that date.  ENSTAR respectfully requests: (1) approval of the attached Amendment 
No. 15; and (2) approval to recover all gas, transportation, and storage costs related to Amendment 
No. 1 through its gas cost balance account and gas cost adjustment.  ENSTAR requests that the 
Commission approve Amendment No. 1 at the end of the 45-day statutory notice period, or March 
23, 2024. 

 
 

BACKGROUND 
 
 Natural gas production in the Cook Inlet area is declining, as ENSTAR has demonstrated 
to this Commission and as local media have widely documented in recent months.6  Local 
producers have struggled to keep up with the high production costs associated with declining gas 
reserves. Moreover, recent drilling programs have not yielded anticipated results. 
 

 In April 2022, Hilcorp announced to its customers that it would not extend gas supply 
agreements beyond current contract terms.  While Hilcorp continues to heavily invest in the Cook 
Inlet, these investments are being made to satisfy existing contracts and do not address future 
supply concerns.   

 
 HEA currently uses natural gas to generate 86% of the electricity it provides to its 

customers.7  At the time of Hilcorp’s announcement, HEA had just shy of two years remaining on 
its gas supply contract.  HEA was not able to extend its contract with Hilcorp and given the current 
landscape in the Cook Inlet gas supply market could not pivot to backfill needed volumes. 

 

 
4  The use of the name “HEA” in this filing is intended to include both AEEC and HEA, 
unless the context clearly requires otherwise. 
5  See Attachment A, Amendment No. 1 to the Amended and Restated Gas Sale and Purchase 
Agreement between Alaska Pipeline Company and Hilcorp Alaska, LLC.   
6  See, e.g., Prefiled Direct Testimony of Inna B. Johansen, U-22-081, filed August 1, 2022; 
Prefiled Reply Testimony of John D. Sims, U-22-081, filed July 14, 2023; Sabine Poux, State Says 
Without New Development, Cook Inlet Gas Demand Could Outpace Supply By 2027, Alaska 
Public Media, January 31, 2023; Sean Macquire, As Cook Inlet Gas Shortage Looms, Alaska’s 
Biggest Utilities Assess Their Options – And None Are Cheap, Anchorage Daily News, July 8, 
2023.  
7  Sabine Poux, With Natural Gas Future Uncertain, Buyers Mull Next Steps, KBBI, October 
14, 2022. 
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 As part of HEA’s efforts to secure an alternate supply of gas, in February 2023 HEA 
approached ENSTAR with a request for ENSTAR to secure sufficient supply to meet all of HEA’s 
gas requirements, amounting to approximately 4 Bcf a year for a two-year period.  HEA requested 
deliveries to commence on April 1, 2024, coinciding with the expiration of its existing contract 
with Hilcorp. As part of this arrangement, HEA stated its desire to exit the gas supply procurement 
market and transition from an ENSTAR transport customer to an ENSTAR sales customer. 
Following these discussions, ENSTAR and HEA entered into a procurement agreement that 
allowed ENSTAR to engage local producers about this prospect.  As a result of extensive 
discussions and negotiations, ENSTAR and Hilcorp agreed to amend Amended APL-14 (proposed 
Amendment No. 1). 
 
 If approved by the Commission, the 3.515 Bcf of deliveries provided for in Amendment 
No. 1 will commence on April 1, 2024. The remaining .5 Bcf will be provided under ENSTAR’s 
existing gas supply agreements.  By becoming an ENSTAR gas sales customer, HEA will be 
qualified to purchase gas at the WACOG that all current sales customers are paying.  ENSTAR 
calculates that the estimated impact of Amendment No. 1 on its WACOG8 to be about $0.03 per 
Mcf or an approximate $4 increase in the annual General Service, Schedule G1 customer bill, all 
things remaining equal.9   
 
 Reliable electrical service by HEA is a benefit to ENSTAR and its existing customers.  
ENSTAR’s pipeline system is robust to ensure its operations are continuous, but it also relies on 
steady electricity for odorizing, controlling and moving gas from the Kenai Peninsula gas fields to 
customers across ENSTAR’s service area.  Further, ENSTAR’s authorized service area overlaps 
with HEA’s and many of HEA’s customers are also ENSTAR customers.  Amendment No. 1 
supports energy continuity in the Cook Inlet region. 
 

 ENSTAR’s current contract with Hilcorp will continue until April 2033.  ENSTAR is 
seeking another source of gas to supply gas to Railbelt utilities before that date.  The options 
ENSTAR is currently exploring through the Utility Working Group include imported liquefied 
natural gas, a North Slope pipeline, and additional development in Cook Inlet.10  However, the 
current reality is that Cook Inlet natural gas is the sole option for public utility use in Southcentral 
Alaska.  ENSTAR remains committed to the goal of securing a diversified supply portfolio. 

 
8  Pursuant to Section 708e of ENSTAR’s tariff, the WACOG is equal to the gas cost 
adjustment or GCA. 
9  To estimate Amendment No. 1’s effect on its WACOG, ENSTAR recalculated its current 
GCA (TA340-4 Annual Revision to GCA, filed May 15, 2023) with pro forma adjustments to 
reflect 12 months of Amendment No. 1 gas purchases and 12 months of deliveries to HEA.   
10  The Utility Working Group was formed following the Hilcorp announcement in 2022 and 
is comprised of ENSTAR, Chugach Electric, Matanuska Electric, Interior Gas Utility, Golden 
Valley Electric, and HEA with additional participation from the State of Alaska Department of 
Natural Resources and the Alaska Energy Authority. Through the Utility Working Group, 
ENSTAR retained Berkeley Research Group to study various options to serve Cook Inlet’s natural 
gas needs beginning 2027-2028. 
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 ENSTAR recognizes the importance of energy continuity for its customers and the public.  

HEA was unable to extend its current contract with Hilcorp, and the remaining producers were 
unable to provide the requested volumes HEA required on a firm basis.  ENSTAR was able to step 
in and work collaboratively with HEA to reach an agreement to provide gas sales service, and then 
to work with Hilcorp on the terms of Amendment No. 1.  Amendment No. 1 modifies ENSTAR’s 
existing Amended APL-14 with Hilcorp by increasing the firm volumes of gas ENSTAR can 
purchase by 3.515 Bcf with delivery between April 1, 2024 – March 31, 2025 (“Amendment 
Term”) at a cost of $8.97 per Mcf.11 

 
 

KEY FEATURES OF AMENDMENT NO. 1 
 
The key provisions in Amendment No. 1 are summarized below: 

Effective Date & Termination Date   
 
 Amendment No. 1 shall be deemed effective as of the date of Commission approval.  The 
termination date is March 31, 2025.  Amendment No. 1 may be renewed by mutual written 
agreement. 

 
New Demand Gas Volumes (Section 4) 
 

Under Amendment No. 1, Hilcorp will provide 3.515 Bcf of New Demand Gas during non-
winter months at the following rates: 

 
Contract Year 2024-2025  

Months Firm DCQ (MMcfpd)12 

April 1 – November 30, 2024 12.5  

March 1-31, 2025 15  

   
Supply Protocol (Section 5) 
 
 As part of Amendment No. 1, Hilcorp and ENSTAR agree to coordinate purchases of Call 
Gas and ENSTAR’s Cook Inlet Natural Gas Storage Alaska, LLC (“CINGSA”) withdrawals 
pursuant to a gas supply management protocol which will be in effect for the Amendment Term 
(“Supply Protocol”). Under the Supply Protocol, mandatory withdrawals from CINGSA will be in 
effect during high demand months of November through February.  ENSTAR must withdraw the 
full amount of gas from CINGSA specified in Tranche 1 before it can purchase Call Gas volumes 

 
11  Mcf is one thousand cubic feet. MMcf is 1,000 Mcf or 1 million cubic feet. Bcf is 1,000,000 
Mcf or 1 billion cubic feet. Ccf is one hundred cubic feet. 
12  MMcf per day. 
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under Tranche 2. To purchase the remaining Call Gas volumes available under Amended APL-14, 
ENSTAR must withdraw additional amount of gas from CINGSA as specified in Tranche 3. 
  
 
 
 
 
 
 
 
 
 
 
 
 

The Supply Protocol does not modify ENSTAR’s existing Daily Contract Quantity, with 
the exception of May through August, where the maximum Daily Call available to Buyer shall be 
reduced from the maximum of 8,200 MMcfpd to 5,000 MMcfpd.  
 
Pricing (Section 6) 

  
The Sales Prices for New Demand Gas shall be $8.97/Mcf. 
 

REQUEST FOR APPROVAL 
 
ENSTAR is required to file any amendment that affects an existing gas sales agreement for 

Commission approval before gas costs under the affected agreement are included in ENSTAR’s 
rates.13  The standard for Commission approval of Amendment No. 1 is set in AS 42.05.141(d):14   

 
When considering whether the approval of a rate or a gas supply contract proposed 
by a utility to provide a reliable supply of gas for a reasonable price is in the public 
interest, the commission shall 
 
 (1) recognize the public benefits of allowing a utility to negotiate different 
pricing mechanisms with different gas suppliers and to maintain a diversified 
portfolio of gas supply contracts to protect customers from the risks of inadequate 
supply or excessive cost that may arise from a single pricing mechanism; and 
 
 (2) consider whether a utility could meet its responsibility to the public in a 
timely manner and without undue risk to the public if the commission fails to 
approve a rate or a gas supply contract proposed by the utility. 

 
13  Order U-12-125(1) at 2-3. 
14  Id. at 3. 

Tranches 1 and 3: CINGSA Mandatory Withdrawals, MMcfpd 
January  20 
February 20 
November 12 
December 15 

Tranche 2: Operational Call Gas, MMcfpd 

January-April 10 
May-August 5 
September 6 
October-December 15 
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 Amendment No. 1 leaves the pricing and deliverability mechanisms found in Amended 
APL-14 intact, except the procedure of how the daily call option will be delivered to ENSTAR 
and the addition of New Gas Demand volumes, as discussed above. The Commission explicitly 
relied on these provisions when it approved Amended APL-14.15  ENSTAR further retains the 
ability under Amendment No. 1 to purchase gas from other producers to meet the projected gaps 
in its supply portfolio, leaving an avenue for different pricing mechanisms with different suppliers.  
The $8.97 per Mcf pricing for the 3.515 Bcf of New Gas Demand, in conjunction with the Supply 
Protocol and other terms of Amendment No. 1, is an additional pricing mechanism that reflects 
the current market for a firm gas supply.  If the Commission fails to approve Amendment No. 1, 
ENSTAR will not be able to serve HEA as a gas sales customer.  This would result in a significant 
risk that HEA will not be able to provide reliable electrical service to its customers (i.e. the 
public).16  ENSTAR does not argue that it has a statutory responsibility to serve HEA, but 
ENSTAR has stepped up to the plate as a fellow utility to assist in these circumstances.  The 
Commission should find that approval of Amendment No. 1 is in the public interest under AS 
42.05.141(d). 
 

CONCLUSION 
 
For the reasons stated above, ENSTAR requests that the Commission: (1) Approve the 

attached Amendment No. 1; and (2) approve the recovery of all gas, transportation, and storage 
costs related to Amendment No. 1 through ENSTAR’s gas cost balance account and gas cost 
adjustment.  ENSTAR requests that the Commission approve Amendment No. 1 at the end of the 
45-day statutory notice period, or March 23, 2024. 

 
Amended APL-14 is already listed in ENSTAR’s Determination of Gas Cost Adjustment 

in Tariff Section 708e (Sheet 89), therefore ENSTAR does not request the revision of any tariff 
sheet in this filing.  The effect of Amendment No. 1 will be taken into account in ENSTAR’s next 
annual Gas Cost Adjustment revision required to be filed on or before May 15, 2024, to be effective 
July 1, 2024.  
 

 

 
15  L2000231 at 2-5. 
16  HEA is also a member of the public under AS 42.05.990(5)(C) (“’Public’ includes (C) a 
utility purchasing the product [natural gas] or service… used to produce the service or commodity 
[electrical service] sold to the public by the utility.”). 
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Sincerely, 
 
ENSTAR Natural Gas Company, LLC 
 
 
 
Chelsea Guintu 
Supervisor of Rates and Regulatory Affairs 
Phone: 907-334-7620 
Fax: 907-334-7657 

       Chelsea.guintu@enstarnaturalgas.com 
 

 
Attachments: 
Attachment A:  Amendment No. 1 to Amended and Restated APL-14 
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