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De a r Se na tor Kyl

As  you know, na tura l ga s  bills  have  skyrocke ted in many rura l communitie s  across  Arizona . I
am writing today to urge  you and our de lega tion to cra ft a  coherent, workable  and susta inable
na tiona l energy policy. The  current federa l government policy encourages  the  use  of na tura l gas
but does not address  the  corresponding need for developing domestic gas  supplies . The
landmark 2003 report, re leased by Nationa l Pe troleum COuncil, contends tha t mainta ining these
conflicting policie s  will re sult in "undes irable  impacts  to consumers  and the  economy, if not
addressed

As evidenced by the  citizens ' outcry over ris ing prices  in na tura l gas , the  problem has  a lready
come  home  to roos t in the  form of ra te  shock for many Arizonans  living in rura l a reas
UniSource  Energy, the  new na tura l gas  provider for much of rura l Arizona , has  been forced to
purchase  na tura l gas  on the  wholesa le  marke t a t near his torica l prices . Moreover, the  ra te  shock
for these  same Arizonans has been compounded by attendant spikes in propane and gasoline
prices . Arizonans , like  a ll Americans , a re  entitled to re liable  and reasonably-priced ene rgy and

Many factors  have  contributed to the  price  unpredictability of na tura l gas, including limite d
rese rves  and colde r wea the r. Moreover, the  na tiona l movement toward more  gas-tired e lectric
genera tion has grea tly a ffected the  supply and economics of na tura l gas.. As a  result, wholesa le
gas prices  have  jumped and the  de liverability of some of the  more  mature  supply basins  has
declined

Congress  needs  to correct its  se lf-contradictory na tiona l energy policy. For the  las t decade  the
various  government agencies , including U.S . Environmenta l Protection Agency, have  promoted
clean-burning abundant na tura l gas  a s  an environmenta lly friendly fue l. However, the  U.S
Bureau of Land Management and other departments  have  systematica lly restricted access to
na tura l ga s  in the  Rocky Mounta ins , the  Attic Na tiona l Wildlife  Re fuge  and North S lope
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be lieve  a  re liable , reasonably-priced, environmenta l conscientious  energy future  is  a tta inable ,
only if Congress  makes  s ignificant changes  in ene rgy policy. The  ene rgy policy should s trive  to
make  advances  in explora tion, production technology and expansion of infras tructure .

With respect to na tura l gas , I be lieve  it is  necessary for Congress  to pursue  these  board policy
objectives :

Continue  improvements  in ene rgy production and e fficiency.
Enact legis la tion authorizing na tura l gas  explora tion in Alaska  and the  cons truction of an
Alaskan gas  pipe line .
S treamline  the  pe rmitting processes  to a llow increased drilling in the  Rocky Mounta ins .
Commence  drilling in the  Gulf of Mexico and the  offshore  Eas t and West coas ts .
Susta in a rid augment the  na tion's  na tura l gas  infrastructure .
Require  coordina tion and coopera tion among the  various governmenta l agencies  and
departments  to ensure  e ffective  implementa tion.

As pa rt of a  na tiona l ene rgy policy, Congress  should recognize  tha t fue l dive rs ity for the
production of e le ctricity is  a  critica l compone nt. Among the  ca ndida te s  for fue l dive rs ity a re
clean-coa l technologies , new genera tion nuclear, hydrogen-fue l ce lls , and renewable
technologies , including sola r, bio-mass , wind and geothermal.

My plea  for a  sensible  and consis tent na tiona l energy policy is  s incere , and I hope  you and your
colleagues  will work for its  deve lopment and passage . Thank you for your coope ra tion.

S ince re ly,

(

. Jeff Hatch~Mi11er, Commissioner
Arizona  Corpora tion Commiss ion
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