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" MEMORANDUM m State or Alaska mm

Department of bttural Resources
Division of Geological & CeopUyaical Surveys

10; Kichanl C.T. Smith, Director . DATE: January 2, 1976
Division of Lands ; .- e
. FILE NO:...oon coeeoan
TIED; Guy R. Martin, Commissioner . - ; ) .
Department of natural Resources TELEPHONE NO. ~ AT odEm e
FROM: ciclnud N. Coavell = sudject: Mineral Analysis of Proposed.
Mining Engineer n * " Cook Inlet Land Trade

On. or about the 8th of October, Ross Schaff, Don McCee, and 1 not v/ith you In
your office to advise you of the value of coal land the State was proposing to
= fiive eusy. It is my recollection that vc advised y'ca at that time of the value
of coal on these lands and of work in progress by the private sector in explor—
ing tha Beluga coal field. As | recall, all tbrce of us, orpecially Rcss and

oo I, expressed personal disproval of the trade. It was and is our opinion that
Borne of the cost valuable land in the State is being trsde*d for land that has
little or no economic potential. - - -

< Le rlv *enl |

eIn direct concent on the articles by Mr. Galliett:

r Don KcGee and K. OTConnor in AOF 51, page 7, estimate 7.8 billion tona
of coal in the Eeluga field.Therefore, Hr. Galliett has a.reference
e “From n report of the Alaska Geological Survey. My only concent on the
first article is that recovery of 507. of the coal is low by todays
e_. . . standards.

In reference to the eecond article, it is my understanding that 1?ish and
e _e " e(Game have control of fishing and the streams. Ibelievethat this is
.covered in Section 16 of the State Statuatcs, sothane is no need to
cqptcplothe Lake Clark or Iliaena areas fqr the fishing potential.
) In Che 3rd article, Galliett appears to be accurate. | an nure \o
. could check on the number of natives and the allocation, but; the flg-
eures are approximately those that 1 have read.

Kith regard to the cpecific "Lands to be given by the State to CIRI?:

Pt. Mackenzie (Appendix C - l1.B)ar.d $hic Is within the Anchorage area

end Is a valuable section for port facilities. .
Knik-Uillou (Appendix C — I.B and 3) — This is an excellent recreation
area near Anchorage. It contains the Nancy Lake State Recreation area,

Meadow Creek Campground, and many lakc3. There is both a coal pctcr.tlll

and oil and gas potential in the area. Coal at one: .time vas mined at
Dustou-

Knshwitna (Appendix C — 1.B) — This is price agricultural land - Uci:
Alaskas Agricultural Potential, Alaska Rural Development Council,
Publication No. 1, 1974. It also contains a site selected for the

future caaftol of Alaska. It is ccccsenble by road end railroad, and

has many home sites. The land has potential for fossil fuels and uraniur..



Michael C.T. Smith Page 2 January 2, 1976

Chlcknloon (Appendix C - 1.D and 3) - Thin is excellent coal land and.
part is under coal lease. Coals 1in thi.s area have a higher calorific
value than the Beluga area, i.e., 7,209 Btu Beluga vs. 12,00Qt Btu
Katunuska . Some of the iiatnnuska coals have coking qualities. Therefore,
" Hstanuuka coals have a higher market value than Beluga ccals. The railroad
right-of-way to the area ic retained by the Alaska Railroads. There are

excellent home sites in this area.

e Alexander Creek (Appendix C - 1.D and 3) - Coal, oil, gas, and uranium
potential.

Solcxatof (Appendix C - 3) and Kecai Peninsula (Appendix C - I.E and 3)
- .Those are excellent coal lands. The coals are nearly horizontal, thare-
mfore, favorable for mining. Several beds at least 5 feet thick underlie
the area. Undoubtedly there are at least 11.7 billion teas of coal 1in
these areas. In addition to the loss of coal there would be a less of
recEcation along the beaches of the peninsula. This includes both clan
digging and fishing. I have been informed by native groups that they
intend to protect these rights, and prohibit non-natives from trespassing.
A law suit on this natter is preseutly in court (Edwnrdsen vs. Norton).
These loads also have a high agricultural potential. In the case of strip
mining the agricultural potential could be utilized the year following
cessation of niniug.

Beluga (AppendIx C - 2(a)) - This area contains the outcrops of the
Ca”RSdnd Waterfall coal beds which can have respective thicknesses of

27 end 50 feet. Soma sections could contain 70 million tons of coal

vith a stripping ratio of less than 3 to 1. One township could contain -
2.5 billion tons of coal. Tills is also an area of high agricultural
potential, and experimental vork has proven that reclamation can be

done after strip mining.

In regard to the lands to be given to the State by the Federal Government:

In general, these lands are underlain by Jurassic Intrusiven that have

a. e. low mineral potential for hard minerals, lack equivalent agricultural
potential, lack the recreational value, because of innccer.sability, and,
if not selected by the natives might still be own to selection by the
State. .

In regard to the report by DobgJ”Kalch, and 0"Conner:

There arc nnny misleading stutcnents in the report. I fiud errors in

the calculations regarding the discauatcd”™jnm tiLnx* *The Stanford Research
Institute has a report issued In 1975 that gives figures that conflict

vith those of Robert Bottge- Nevertheless, assarting the inaccurate figures
do have meaning, should the State give at, 3y such valuable revenue pro—
ducing land?

By n separate memorandum I am requesting the report liy Dobey ct. all,be kept
for in house use and not issued as an opcn-i“J.lc repost by the Division of
Geological end Ceophysiccl Surveys.



"MEMORANDUM + «'w'State of Alaska

TO:

°:ra;

FROM:

Department of Katural Resources
Division of Geological 6 Ccophynical Survey

Cuy Hiartin, Connni3sioner of DATE. January 2, 1376
IFatural Resources
Gil Eakincs, Acting State Ccologist file NO:

&/m*"£"

TELEPHONE NO:

Clclend il. Conuell SUBJECT: Ecpnomic Resourc? xVnnlysia of
Mining Engineer I-iea3ured end Indicated Coals
Hovcmber 28, 1975
P.L. Dobey, J. Welch, K.K. OnConnor

At the request of Gil Eakins, Acting State Geologist, I have reviewed the
crbject report. I find that the report is misleading, contradicts Alaska
Geological Survey open file report L51, is inaccurate and biased. 1 respectfully
request that
cad that of Uos3
department, but 1 feel that the quality

eDivision Report. IT published, the report certainly should be reviewed by

Rosa Schaff beforehand. \ H y



‘MEMORANDUM -State of Alaska

Departreat of Matural Resources
Division of Geological o Geophysical Surveys

10; Klchecl C.T. Sraith, Director DATE: Jonuar?7 2> 1976

Division of Land.))

B FILE HO:
.VESIij Guy R. iiartic, Cocnis3ioncr

Department OF Natural Resources TELEPHONE NO:

FROM: Gilbert R. liakins SU3JECT: 2tineral Analysis of Proposed e
. Acting State Geologist Cook Inlet Land Trade

In response to your letter of December 29, 1975 to Ross Schaff, 1 re—
quested Clcland Conwell, State Dining Engineer, to review the three newspaper
artidea by Uarold Galliett and again to assess- the tracts of lands involved in
tea proposed land trade.

I concur with Mr. Convcll™s assessnent that it is not in the best in—
terests of the State to cake the proposed land trade. A purely economic view
indicates a high potential dollar value of the tracts to be traded to the Cook
Inlet Native Association. Large reserves of quality coal are known, agricultural
lands are present, and a reaonably good potential exists for patroleun and uraniun.
In addition, the lands to be given to CDiA have wisely been celected near popu—
lated areas and where industrial and population growth cay be expected, we be—
lieve the potential revenues are very significafcSt and that an attenpt to“put a
discounted cash value on the resources today is not a fair evaluation.

In contrast, the Lands to be received by the State in the trade do not
appear to have ua important funeral potential, are relatively inaccessable, aud
m:e not suitable for development.

cc; .Rosa Schaff, State Geologist -



RAYMOND A NERSETT

BBSE

IK THE SUPERIOR COURT FOR THE STATE OF ALASKA
THIRD JUDICIAL DISTRICT AT ANCHORAGE

J. R. LEWIS and HAROLD H.
GALLIETT, JR., Citizens and
Taxpayers of the State of
Alaska,

Plaintiffs,

VS.

STATE OF ALASKA; GOVERNOR
JAY HAMMOND; GUY R. MARTIN,
Commissioner of Natural
Resources; MICHAEL C. T.
SMITH, Director, Division

of Lands,

Defendants.

No. 76-1608

MEMORANDUM IN SUPPORT OF TEMPORARY
RESTRAINING ORDER AND PRELIMINARY INJUNCTION

Plaintiffs, pursuant to Alaska Civil Rule 23, have com—
menced this action for permanent injunction not only on their
own behalf but on behalf of all citizens and taxpayers of
the State of Alaska. Plaintiffs are alleging and intend to
prove that the Beluga land exchange contemplated by the
Hammond Administration as alleged herein violates the provisions
of the United States Constitution, the Alaska Statehood Act,
and Lhe Alaska Constitution.

Plaintiffs allege that if the actions of the governor
and his administration 1in approving the land exchange are not
restrained and enjoined, the citizens of the State of Alaska will,
no the victims of an even greater governmental give-away
through the loss of valuable mitior.il resources than occurred
during the Teapot Dome scandal, of President Harding®s adminis—

tration years ago.



Plaintiffs wish to emphasize that this is not a political

;Iawsuit nor a lawsuit to harass or embarrass the Hammond

JAdministration. Tlie issues presented herein are very real and
**

Esubstantial issues involving questions concerning the State"s
i mineral resources which will affect the citizens and taxpayers
; of the State of Alaska for generations to come,

] Although the facts are summarized in detail 1in the

F'.complaint filed in this case, the chronological sequence of

i

J

fevents is set forth again, and the basis of plaintiffs® legal

»claims a.e further set forth below..
«

i * A. FACTS

i 1. The chronological sequence of events leading to the
Epresent dispute can be summarized as follows:

; In 1955 the then Territory of Alaska, through its legis-
J.-Iaturc, provided for a constitutional convention. F.lectod
Io'odelegates adopted a constitution on February 5, 1956 which
;Was ratified by the people of Alaska or. April. V\, 1956. This

"constitution adopted by the people of Alaska served as a basis

n for subsequent petitions to Congress for statehood and c.onsti-

1,

Jtutcd an offer to accept the privileges and responsibilities

;of that status in accordance with the terms of said constitution.

2. Article VIIl, Section 9 of the Constitution of the

= -

4 State of Alaska provided in part as follows:

Section 9. Sales and Grants. Subject to
the provisions of this section, Liu*x legis—
lature nay provide for the sale or grant

of state lands, or interests therein, and

establish sales procedures. All sales or
grants shall [contain such reservat ion!; to
1 the State of all resources as may be required

by Congress or the Stale and shall provide
for access to these returnroot*.

3. Two years after the people of Alaska adopted th <
o
"above constitutional provisions, Congress passed the Alaska



Statehood Act, approved on July 7, 1950. Soc. 6(i) of the
Statehood Act is a direct res antic by Congress to the provisions
contained in Article VI.Il, Sec. 9 of the Alaska Constitution
set forth above. The Alaska Statehood Act stated in this
section as follows:

All grants made or confirmed under this

Act shall include mineral deposits. The

grants of mineral lands to the State of

Alaska under subsections (a) and (b) of

this section arc made upon the express con-—

dition that all sales, grants, deeds, or

patents for any of the mineral lands so

granted shall be subject to and contain

a reservation to the State of all of the

minerals in the lands so sold, granted,

deeded, or patented,

Sec. 6(i) of the Act further provided that any lands or
minerals disposed of by the State of Alaska contrary to the
provisions of the above section would be forfeited to the
United States by appropriate proceedings instituted by the
Attorney General.

Sec. 8(b) of the Statehood Act provided, 1in addition, that

In the event each of the foregoing
propositions (grants of land restrictions
approval by majority vote in statehood
election) 1is adopted at said election by
a majority of the legal votes cast on
submission, the proposed constitution

of the proposed. State of Alaska,
ratified by the people at the election
held on April 24, J956. aball be deemed
amended accordingly. (Kmphasis supplied)

4. By Public Law 92-203, 83 Scat. 68S, approved
Decc her 18, L971, Congress enacted the Alaska Native Claims
Settlement Act. This Act provided for the fair and just sett:le—
nient of all claims by native groups in Alaska based upon lheir
aboriginal 1l.rvl claims. AlIl prior conveyances of public laud
pursuant: to federal law and all tentative approvals pursuant

to See. 6(g) of the Alaska Statehood Act weft® declared to ho

an extinguishment of the aboriginal title of Alaska natives.

[ &3
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The Act further provided for 12 geographic regions within th-
State and for appropriate regional, native corporations which
were given the right to select land and share in the revenue-
from the sale of minerals. Sec. 12 of the Alaska Native Claims
Settlement Act provided for the selection of land by each
village corporation within the township ..nwhich the village

is located, plus an area that would make the total selection
equal to the acreage to which the village was entitled under
Sec. 14 of the Act.

5. Because of existing federal withdrawals, state
land selection and other non-native settlement patterns within
the Cook Inlet region, Cook Inlet Region, Inc., a native cor—
poration, was not able to select lands which it considered
of like and similar character under the formula established by
the Alaska Native Claims Settlement Act. For approximately
three years following the enactment of this Act, Cook Inlet
Region, Tnc. negotiated with the Secretary of Lho Interior in
an attempt to insure its land selection of a similar and like
character.

6. Cook inlet Region, Inc. was dissatisfied with these
negotiations with the United States Department of the Interior,
and it. filed suit in a District Court . Negotiations continued,
however, and the solicitor for the Department of Interior rnde
an offer to convey to Cook Inlet Region, Inc. ten surface and
fifteen subsurface townships within the Kinal Nat ionel N, . <<
Range, 1including the Swanson River oilfi.ld, as well as addi—
tional federal Jlauds in the then Create!™ Anchorage Area |1 "rough.
Those lands included land at 13inl. Worunxof, 13int Cuulk ~I,
and a sizable portion of the Campbell air strip tract. (Terk Inlet

Region, 1Inc. declined this offer audit was later withdr.r.
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mby the Department of the Interior.
7. The United States District Court ruled in favor of

the Secretary of the Interior and against Cook Inlet Region,

Inc. in February of 1975. Pending the appeal of the case to

the Ninth Circuit Court of Appeals, Cook Inlet Region, Inc.
W appealed to Congress for legislative relief. Despite the fact
;that Cook Inlet Region problems were solely with and concerning
_fthe federal government and federal land, the State entered into
J' the negotiations in an attempt to help solve the problems
Ebetween the Cook Inlet Region and the federal government.
% 8. The United States District Court ruled in favor of
J the Secretary of the Interior and against Cook Inlet Region,
:Inc. in February of 1975. Pending the appeal of the case to the
mNinth Circuit Court of Appeals, Cook Inlet Region, Inc. appealed
| to Congress for legislative relief. Despite the fact that Cook

. Inlet region problems were solely with and concerning the

federal government and federal land, the State entered into

the negotiations in an attempt to help solve the problems between

" the Cook Inlet Region and tlu* federal government.

J
9. The Stale, Cook InLet Region, 1Inc., and the Pepart-

Imerit: of the Interior entered 1into the negotiations concerning
e the exchange of lands pursuant to Sec. ?°S(f) of I.lie Alaska
Native Claims Settlement Act which provided as follows:

The Secretary, the Secretary of Defense,
and the Secretary of Agriculture are authorised
to exchange any lamis or 1iriterests (herein
il in Alaska under their jurisdiction for lands
or interests therein ol tlu* Village Corporations,
Reg, lonal Corporations, Individuals, or the
Slate for Ilhe "purpose of el Teeling, land eon-
sol idnt 1ons or to facilitate the t inagvivnt
or development of tin* land. Rx* haiip.cs shall
he on the basis of equal value, and either
party to the exchange may pay or accept cash
ial order Lo equal Lxe the value of the m operl imm
e*sﬂaﬂged!

-

o —— —



10. Pursuant to the exchange provisions citod above,
the State volunteerd the trade, of various patented lands to
the Department of the Interior for exchange and grant to the Cook
Inlet Region, Inc. The terms of the settlement, were, in
summary, that the State of Alaska obligated itself to convey
lands to the United States for exchange with Cook Inlet Region,
Inc. in accordance with "Terms and Conditions for Land Con—
solidation and Management in Cook Inlet Area" made a part of
the report from the Committee on Triterior and Insular Affairs
accompanying HR 66-1, the amendment.to the Alaska Native Claims
Settlement Act. Further, Cook Inlet Region, Inc. was to dis—
miss its lawsuit ir. the case of Cook Inlet v. Kicppe, 75-2232,
Ninth Circuit Cour: of Appeals; and other native village
selections under S;-u. 1?. of the Settlement Act concerning
lands within Lake Clark, and other areas outside the Cook
Inlet Region, Tnc., would be withdrawn to enable the exchange
to take place by substituting land outride Cook Inlet region.
These terms are sunmarixed in See. 1.2(a) of Public Law 9/4-204,
known as Alaska Native Claims Settlement Act Amendments, approved
January 2, 1976. Fee. 12(f) of the Amendments slates that all
conveyances of lands made or to be made by the Stall- of Alaska
in satisfaction of -he Terms and Conditions "shall pass all
of the State"s right;, title, and interest in such lands,
including Hie minc-vuls therein, as 1if those conveyances ".."ere
made pursuant to S.v. 22(f) of the Set tlenient Act.™

11. Sec. 17 of the Amendment purports to amend {mmc . 27(f)
of (lie Alaska Native Claims Settlement Act by aiming lhat in
ai"j exchange mad" jursuanl to Sec. 77(f), |Ilie Slate may ee-.m.y
its lands, "free 0" the rent rlet ions of Sec. 6(i) of Iit-

Alaska Statehood Act.™



1?.. In the "Terms and Conditions"™ containedwithin
the report accompanying HR 6644, Sec. |11 at P. 42,Lite State
of Alaska was asked to give 1its consent to the exchange and
settlement agreement within sixty days of the conrrencement o.r
the 1976 session of the Alaska State* Legislature. Upon such
consent being given, the State of Alaska is bound to convey
to the United States for reconveyance to Cook Inlet Region,
Inc. the lands set forth within the "Terms and Conditions."”
Plaintiffs allege on information and belief that said consent
must be given, if at all, prior to March 12, 1.976.

13. In an attempt to implement Sec. 22(f) of the Alas!:
Native CLaims Settlement Act, the Alaska legislature, 1in 1972
enacted what is now Sec. 33.95.060 Alaska Statutes which
authorizes the exchange of state land with a native corporal!

"with the consent of the governor,"™ when the purpose 1is to of
land consolidations or to facilitate the management ur devoir:
nient of the Iland. Similar to AtICSA, Sec. 72(f), the Alaska
Statute provided that exchanges shall be on Lbo basis of ccpia
value, with either party being allowed to accept or pay cash
in order to equalize the value of the properties exchanged.

14. The governor and the State, through itsComm issi.or.
of Natural Resources and Director of the Division of hands,
proposing, to give away large parcels of land andis also pro—
posing to convey the subsurface miner.;1 rights in such a mm e
as would convey all 1iho coal, oil and gas resources of lhe
lands. The State is proposing to give away llie following
estimated resources (see pages 413, Affidavit of Harold dal!

Present value of coal $4, /32,000.ng

Minimum probable present
value of oil and gas 67,300,do =

Present value of surface estati 431 ,603, 00.'



The State proposes to receive the following estimated

Gvalue as a result of the exchange:

9 Present value of surface estate 165,917,440
From the above summary of the exchange values, the net result
to the State of Alaska is as follows:

| Net 1loss $5,080,187,560

15. In an attempt to rush this matter through the legis-

, lature, in complete disregard of the constitutional and statutory
It

i impairments to the execution of the exchange, the Hammond
WAdministration, on February 17, 1976, introduced Senate Bill

INo. 674 which purports to give the Commissioner of Natural

”Resources authority to execute the exchange of land "notwith-

t

i standing any other provision of law.™ This bill provider,
in part as follows:

While the land exchange 1is authorized
by existing lav;, the vagueness and
ambiguity of the provisions of the
applicable law create a situation which
may well 1involve protracted and devisive
litigation and continuing uncertainty and
disruption with respect to public and
private land management. The 1lav; on the
n subject will be amended to remove any
vagueness or ambiguity, but the timing
for the land exchange requires action now,
i he fore amendment for clarification of the
general 1aw oil exchanges. (Empiiasis
supplTeif)

Senate Bill No. 674 1is now the subject of legislative hearings

:and possible future action before March 12, 19/6.

5. THE PROPOSED KXC".IANSK VIOLATES AKYiCLF. VIII,

H s¢C m SECTION 9, CONSTITUT ION OF THE STATE OF ALASKA
ﬁ_; 4 - AND SECTION 6(i) OF THE ALASKA STATEHOOD ACT
1382
Afxg “” :
*?2 )5 Any rational consideralion of the merits of plaint ills”
a*yr
oPe o claims must keep 1in mind the distinction between law.: and arts
T *Lr
<271 of the legisialLure, or of Congress, and Lie luiulai.ieiital >n

&

e basic law as set forth 1in the Alaska Constitution and it . ro.

1
i *8-



pact with Congress as accepted in the Alaska Statehood Act.

The general rule 1is that a "constitution”™ in the American
sense of the term is the fundamental or basic law to which all
others must conform; it serves to protect the people against
arbitrary power; and a state constitution, like that of the
nation, 1is the supreme law within the realm and sphere of
its authority and is a limitation on the power of the legis—
lature, binding on the several departments of state government,
and the people themselves. 16 C.J.S. Constitutional Law, 8
at p. 23-26.

When a state constitution makes definite provisions
covering a particular subject, that provision is exclusive and
final, and must be accepted unequivocally. Hence, constitutional
provisions may not be abrogated by the legislature or in any
way other than by changing the constitution itself, and a
right- granted by the constitution, when unconditional, cannot
be defeated, even 1in part, by statute. 16 C..1.S. Constitutional
Lav:i, & at p. 26.

In addition to the above general propositions, and as
a corollary to these fundamental and basic rules, 1is the rule
of law that the provisions of a state constitution, when
accepted by Congress as a basis for admittance of the State
into the Union, create a compact which cannot unilaterally be
changed by an act of Congress or by an act of the state legis—
lature without proper amendment to the State Constitution
approved and ratified by a vo-e of the people, lie;: lakat la
Indian Continue.i ty v. Kjjan, 362 17Pd 901 , 91! (Alas".1 1961);

Slate v Commissioners, 301 1=2d 6V> (Okla. Opinion ol
the Attorney General, No. 6 (Alaska 1960).

As sot forth in the Statement, of Facts, supra,



it

:

t
that "all sales or grants shall contain such reservations to

the State of all resources as nay be- required by Congress or
rcthe State
The above provision of the Alaska Constitution constituted
an offer to the federal government tnat, upon admittance to
the Union as a state on equal footing, the State would abide
i by all restriction upon the conveyance of state lands as
required by the State or Congress. This offer was accepted
Jin Sections 6(i) of the Alaska Statehood Act, which states
E that "the grants of mineral lands to the State of Alaska under
subsections (a) and (b) of the section are made upon the
|

express condition that all sales, grants, deeds, or patents for

kany of the mineral rights so granted shall he subject to and
|

contain a reservation to the State of all of the minerals in

the lands so sold, granted, deeded, or patented
-

k that any lands or minerals disposed of by the State of Alaska
B

Section 6(i) of the Alaska Statehood Act further stated

contrary to the provisions of the above section would he for-
j!feited to the United States by appropriate proceedings j.nsti-
!'t“ted by the Attorney General.
The offer of the State as contained in Article VIII,
ESection 9 of Lhe Constitution, and acceptance of that offer
Ethrough the rest rictions contained in Sect ion 6(1) of tlu Alaska
Statehood Act, constituted a compact between two sovereign
states, the purpose of which w.r; obviously to protect lie people
of the State of Aléska against the arbitrary, capricious or
fraudulent conveyance ofiLhe mineral rig,Ills of lhe Stale whieh

| were reserved exclusively for Ihe cil irons ol the Si ilo o A"._iskn

forever. Neither an act of Congress nor an ael of Alar.", i

legislature "ean unilaterally amend or change tin* provision ol

- 1(1-



this compact without a proper vote of the people of Alaska.

Section 17 of the Amendments purports to amend Section 22(f)
of the Alaska Native Claims Settlement Act by stating that, in any
exchange made pursuant to Section 22(f), the State may convey
its lands "free of the restrictions of Section 6(.i) of the
Alaska Statehood Act."™ As set forth above, Section 6(i) of
the Alaska Statehood Act 1is a part of Lhe compact with the
people of the State of Alaska through Article VIII, Section 9
of the Alaska Constitution. Pursuant to Sec. 8(b) of the
Statehood Act, the Alaska Constitution was "deemed amended
accordingly, "and Sec. 6(1) 1is therefore a part of Article VIII,
Section 9 of the Alaska Constitution.

For the sole purpose of obtaining state land and its
mineral rights to satisfy a federal, obligation to the natives
of Alaska, the federal government has attempted illegally to
change the provisions of the Statehood Act, and indirectly,
the Constitution oT the State of Alaska.

The Supremacy Clause of Lhe United States Constitution
does not allow an act of Congress to waive or change provisions
of a state constitution without an appropriate vote of the
people through constitutional amendment, 1initiative, or
referendum. Dotting Aircraft® Company v. _Re Cc. , 171 P.2d,

838 (Wash. 1946). In this case, the Supreme Court of Washington
sitting on Dane was asked to hold that an act of Congress
allowing properly to be taxed wilhin Lin* Siate of L&shingl.oo
changed, through (he Supremacy Clause, the provisions of Ilhe
Washington Const ilut ion prohibiting, the lax. The court replied:

We cannot set hold, for to do so would

effectively do away with the* provisions

of our state constitution by subject in,,

those provisions to be continually changed
by acts of Congress. The Constitul ion of



the United States has not given that
power to Congress, and Congress has
only the powers expressly given it. by
the constitution o0.C the United States.
The American system of government is

dual 1in nature, containing Federal and
state sovereignties, each ouprc-::.e within
its appropriate sphere. The states do

not get; their power from the Federal
government, but from the constitution

of the United States. They exorcise

those powers independently of the Congress
of the United States. The Federal govern-—
ment has no power to control the power

or authority of the State except as such
power may have been expressly granted, or
as may be necessary to maintain the
acknowledged powers of the Federal govern—
ment. 171 P.2d at 842.

The Supreme Court of Washington further discussed the

provisions of the enabling act admit .ig Washington inLo the

Union and the extent of subsequent permissible federal control

over state matters:

True, Congress may determine 1ib.j ci r—
cumstances under which a state rty be
admitted into the Union, hut tint does
not give it any powers to change or
modify either directly or indirectly,

Lhe provisions of the state constitution.
171 P.2d at 842.

The Supreme Court of Alaska has also spoken on the issue

now before this court in the case of Metla".:atle InJi.u”Comm:.at

v. Kgan, 362 P.2d 901 (Alaska 1961). Plaintiffs submit Ib.it

this case 1is dispositive as to whether or :> Sect ion 17 of
the Amendments to the Alaska Native Claims Settlement: Ait,
in waiving Section O0(i) of the Alaska Siattho « Act, is inv
and .in violation of tlu* stale and federal .wpac:.

In the Met laka lla case there was a d *piWe about 11»»-
legality of Lhe state prohibition of the t e of fish Iraps
for the taking oT salmon in al Il of tlu re. " i :teiv. of tin
State. The Met lakat la Indian community cl if d that tlu ii

fish traps: were exceptions; to the prohibitions contained in

>
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the Constitution and laws of the State of Alaska because they
! wevo authorized by the Secretary of the Interior pursuant to
F federal law.
r In determining whether the State or federal government
! exercised authority over fish traps of the Metlakalla Indians,
mthe Supreme Court of Alaska carefully compared the appropriate
i provisions of Section A of the Alaska Statehood Act with
Section 12, Article XIlI, of the Alaska Constitution. Section
;12, Article XIl, of the Alaska Constitution specifically
Eagreed on behalf of the State that "unless otherwiseprovided
by Congress, the property, as described in this section, shall
dremain subject to the absolute disposition of the United States."”
T As quoted out by the Supreme Court of Alaska, the corresponding
acceptance contained in Section A, Alaska Statehood Act, stated
that "all such lands or other property, belonging tothe United
L States or which may belong tosaid natives, shall heand remain
.under the absolute jurisdiction arid control of the Uni ted

States . . . ."

Section A of the Alaska Statehood Act: did not specifically
*

States the tishing rights earlier mentioned in Section 12,

reserve to the exclusive jurisdiction and control of the United

Article XIl, Constitution of the Slate of Alaska. Therefore,
1 three days after the fishing trap controversy arose, Congress
enacted a law which stated as follows:

i Section A of the act of July /, 19 6Gl,
(*/? St.at. 1119) , providing for the ad-
mis:, ion of the Stale of Alaska into tin
Union, 1is amended by st iiking on* tlu*
words T"all such lands or other property,
belonging to Illie Uni toil States or which
i ly lielo.ig, to s.lid nat ives®, ;ni.l inner! ieg
in lien thereof Illie words ":ili iicli lands
or oilier property (including Ii' Ning,
riglits) , the right or title to liieii
may be bold by said native;, or 1is held



by Lhe Urited States in trust frr said
natives. ~

In determinirg the effectiveness and validity of the
federal attempt to amend the Alaska Statehood Act, lhe Supreme
Court of Alaska pointed out that, as required by the Alaska
Statehood Act, the following proposition was submitted to
the qualified voters of Alaska on August 26, 1958:

(3) All provisions of the Act of Congress
approved (date of approval of the Statehood
Act) reserving rights or powers to the
United States, as well as those prescribing
the terr.s or conditions of the grants of
lands or other property therein made to

the State of Alaska, are consented to

fullLy by said State and its people.

The Supreme Court of Alaska further noted Last this propo—
sition was approved by a vote of A0,739 to 7,500 on August 26,
1958. The Supreme Court of Alaska stated:

Section A of the Alaska Statehood Act

is a di.ect response by Congress to

the provisions contained in the five
sentences of Section 12 of Article XITT.

of the Alaska Constitution. The two
sections constitute a compact between
sovereigns . . . . The compact or contract
between Alaska and the United States

became effective upon approval, of the

terms of the Alaska Statehood Act by

Lhe voters of Alaska. 362 P.2d at 909, 9J0.

The Mctlakntla |Indiancommunity argued that the con—
gressional. amendment to the Statehood Act was a part, of Ih*
compact and merely "clarified" the original, intent of Congress,
The Supreme Court cf Alaskaheld as follows:

Wo cannot acceptthis reasoning. Ii is
our vler that the amendment forms no

part: of the compact between Alaska and
the United States. It was iml emoted

until lii months after the voters of
Alaska Pul ratified tin* compart, siX

months . ter Alaska had all/lined Siatehum!,
and flirtc days after these controversies

had arisen. This port ion of Seet ion A
reserves absolute jurisdiction ami control

in the United States. As originally enacted,

It applied only to "lands or other property™.

1A-



As amended, it purports to include fishing
rights . . . . The conciseness of and
correlation between the pertinent sentences
of the Alaska Constitution and the responding

9 portions of Section A leave no room for
the construction appellants urge. 36?. P. 2d
¥ at 911.

The Metlakatla Indians further argued that the Congressional
Famendment to Section 4 of the Alaska Statehood Act transcended
j the police power of the State under the Supremacy Clause of
ithe United States Constitution. This argument also was rejected
e by the Supreme Court of Alaska, which stated that the power of
Ja state to control and regulate the. taking of fish and game
within its borders has always been recognized by the Supreme
Court of the United States as a purely state concern. Also,
ito withhold sovereignty over the State"s inland waters fronm
the State would he. a violation of the equal footing doctrine
"by which the State of Alaska was declared adn.itted to the Union
Vupon an equnL footing with all other states. 362 P.2d at 913,
A " 925, 927.
In the same manner that the federal government attempted
to amend the Statehood Act concerning the fish trap controversy,
;Congress in Section 17 of the Amendments to the Alaska I."ative
f iClaims Settlement Act attempts Lo waive Section 6(i) of the
"Alaska Statehood Act: which expressly prohibit 1In* conveyance of
" the mineral rights belonging to all the citizens of Alaska. Also,

Section 17 attempts to induce (perhaps seduce 1is the better

word) Lhe State to convey away its mineral right;, in viol"ll ion of

EJ ) Article VI 11, Sect:Lon 9, of the Consl itui ion of "he Stale of
mJej<
k'*ic_? A la.ska.
<C
o Neither lhe Alaska Const ilul ion nor ti.e AL a S
o =1
QKL WP _ N _ _
- om Act stand alone in defining, the nature ol 1ih ece >l 1
z" the two sovereigns; both must he read together in the nature

of an offer and an acceptance concerning the grant of lands to

Jer—



the State with Lhe reservation of all mineral rights being,

required as a condition of such grant;;. Section 8(h) of (he
t:Statehood Act expressly amends Article VIIJ, Section 9 to
conform to Section G(i) of said Act.
Article X111, Constitution of Alaska, provides for
t amendment and revision. Amendments to the Constitution may
i:be proposed by a two-thirds vote of each house of the logia-
e lature, and if approved by a majority of tr.e votes cast at t
ii next statewide election, the amendment is adopted. Section
of Article XT.Il provides for a constitutional convention by
referendum. Again, a majority of the votc.i cast determine:;
il the issue. Article XI of the Constitution provides for init
%and referendum. Again, 1if a majority of the votes cast on
Fthe proposition favor its adoption or rejection, Lhe 1issue ;
determined. In any case, there is more than adequate provi:;
%contained in the Alaska Constitution for the enactment of a
lav; which would amend or change Article VIII, Section 9 shoe,
the people of Alaska desire to convey away their mineral rig
In the. absence of a proper demonstration of intent of
the cilLizcns of Alaska to waive or change the provisions
%of Article VIIT, Section 9, of the Constitution, any attempt
. to convey away the mineral rights belonging to the people
éshould be held Lo be in violat ion of this reel"ion and in
"viol ion of tlie compact provisions between Ilu*x State of Air
Eand the United Stales pursuant to the SlaU Cue.. "1iln; ion an.”
the Alaska Statehood Act. The opinion of tlie Supreme Coin-}
of Alaska 1in Ilie MotlakalJa case and the im"_press Leu.;; of

Article VI Il, Section 9, Const itnt ion of Alas”".m compel m <3

a conclusion.
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C. THK ALASKA ATTORNEY GENERAL OPINIONS DECLARE THE
PROPOSED EXCHANGE IN VIOLATION OE STATE. AND FEDERAL LAW
The State of Alaska through its Attorney General®s office
i in 1969 was previously concerned with the same issues discussed

1
above. In conjunction with negotiations and congressional

|
?hearings prior to the enactment of the Alaska Native Claims
FSettlement Act, the question arose as to whether or not it
"would be legal to grant to the natives of Alaska an overriding
I royalty of 2% on all proceeds from any state and federal Iland.
[] In the 1969 Opinion of Attorney General, No. 6, the
Attorney General presented his opinion to the Honorable Wayne
N. Aspinall, Chairman of the Committee on Interior and Insular
rmffairs for the U. S. House of Representatives. The State of
fAlaska in this lengthy opinion took the clear position that the
State could not convey away a 27, overriding royalty from the

:income from State lands. The opinion of attorney General slated

in part as follows:

I; A diversion of revenues which may be due
T to the State by virtue of State law and
State leases 1is a flagrant violation of
the United States Constitution. Jt not

only goes beyond the scope of the Supremacy
Clause of the Constitution, but it also

L takes the property of the people of the State
of Alaska in violation of the due process
clause of the Fifth Amendment to the Con-

i stitui:ion. A provision of that nature
constitutes a serious threat to any state
government because it apparently recognizes
a right of the federal government to control
the finances and treasury of stale government,

i ini.ti -1

;l Op,wl.sy He. 6, 1969, ;! p. 8.

f Concerning the con?lict hot.weu: the royally provisions
mand the Alaska Statehood®™ Act, the opinion of the Attorney
General asks the following question: "Hay Ilie United Sin."..

unilaterally enact legislation in direct conflict with Hi"

fStatehood Act?" The Attorney general answered this opinion

ol/-
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as follows:

The answer Lo this is that the United
States may not constitutionally enact
effective legislation in direct conflict
with the compact provisions of the State—
hood Act unless there®"s an amendment to
the Constitution of the State of Alaska
because a Statehood Act constitutes a
compact in a nature of a contract between
two sovereign governments. Opinicn "."0. 6,
1969, alL p. 10.

The opinion of the Attorney General further states that
the only constitutional method by which there can bo an act
of legislation which 1is 1in direct conflict with the Alaska
Statehood Act is with the approval of the people of the Statu
of Alaska of such federal legislation. Opinion. p. 11.

The opinion of Attorney General at page 11 further pointed
out that proposition 3 submitted to Lhe voters at the tire of
their approval of the Alaska Statehood Act, which proposition
is quoted at p. 14, supra, had the effect of a riding the St.; .
consti tution to comply with all of the restrict ions and
conditions concerning the grant of land rv.de to the State by
the federal government 1in accordance with the Alaska Statehop.”.
Act. This is so because Section 8(b) of the Alaska StalLihoed
Act provided in pari as follows:

In the event each of Lite foregoing broposL-
tions 1is adopted at said election b. a
majority of the legal votes ca.-t on weeaid sub—
mission, the proposed const illition of the
cproposed State of Alaska, ratified by the
people at; the election hold on .'n il
1956, shill he do .nied amended .ce. ;\";u> ly,
In other word:;, Article VJ1l, Section 9, Const hut i.)
it » e

cliy ® oT the State of Alaska, 1in addi® ion to 00: li»n: iny, an o" X
L»»

_-»ﬁ to the federal government. to abide by all tv .11" "iions
Co

rge may lie imposed hy Congress in tiie Alaska St .e.teheed Act com
y corning the grant of lands, also has been "dieted amended"
<

by Section 8(b) of lhe Alaska Statehood Act to comply in all

18
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respects with the restrictions as set forth in Section 6(1).
It is somewhat incredulous tint the opinion of lIhe
Attorney General would not now be thal Article VI.IlI, Section 9,
i Constitution of the State of Alaska, must be properly amended.
in accordance with the initiative, referendum, or amendment
Eprovisions of the State Constitution prior to the effective
#»and valid disposition of state lands and their mineral rights.
C. TIIF. PROPOSED EXCHANGE DOES NOT GIVE TilF. STATE
OF ALASKA FAIR AND EQUAL VALUE FOR ITS LAND AND RESOURCES
As descried in detail in the affidavit of Harold
1 Galliett, submitted herewith, the State of Alaska 1in accordance
<with the proposed exchange terms would he conveying away over
5 billion dollars representing the minimum present values of
State coal, oil, pas, and surface rights. Tn exchange, tho
i State would be receiving approximately 165 million dollars
frepresenting the present value, of the surface estate in land.
The content of Galliett: s statements and evaluations con—
tained within the affidavit are not outlandish and speculative;
eto the contrary, experts employed by tlie Stale of Alaska within
mthe Department of Natural Resources have concurred in Mr.
IGallicitls opinion that the proposed exchange does not rcsult

in fair or equal value to the Stale.

For example, the Hammond Administration on or about

from one r. 0. Dobey to justify the exchange. This report

On January 19/b, Clelaud N. (!'<nuvl 1, Milling, Engineer,

AN



Martin, Commissioner of Natural Resources, and stated in pa

foilows concerning the* "economic resource analysis"™ prepare

for the Administration by Mr*. Dohcy:

At the request of Gil Bakins, ACLin””
State Geologist, | have reviewed Lite
subject report. I find that the report
is misleading, contradicts Alaska Geolo—
gical Survey open file report Mo. 51,

is inaccurate and biased. 1 respectfully
request that, the report not be published
as an open file report under your name
and that of Ross G. Sehaff. Tt may be
of some use to Hike Smith within the depart—
ment, but 1 feel that the quality 1is

too low to justify publications as a
Division Report.

On or about January 2. 1976, Nr. Ccswell also wrote

a memorandum to Michael C. T. Smith, Director of the Di.vi.si

of Lands, and stated in this memorandum in part as follows:

On or about the 8th of October, Ross
Schaff, Don McGee, and I net with you

in your office to advise you of the
value of coal land the State was pro—
posing to give away. It is my recol —
lection that we advised you at that time
of the value of coal on these lands and
of work in progress by the private sector
in exploring t.ho Beluga coal field. As
T recall, all three of us, especially Ross
and 1, expressed personal disapproval

of a trade. It was and 1is our opinion
Lhfit some jof BitTmost*valrab To* lafid® in
tTTe "State is being j/radod For lapel that
has Tittle of no economic, potential.
(Emphasis suppiTed)

Further, 1in this memorandum to Michael C. T. Smith,

Conwel.l states that the newspaper articles published by fir.

Galliett. concerning the* disadvantages of the p npostd lIra-

were accurate, and even censervat ive. The rvmo spec itieall

refers to Mr. Gallielt"s estimated co*l recoveries of S0/,

and state:::

i, only ro;-vnt on the first article i% t- t

recovery of 507. of the coal is lot; hy today®"s siam! weds."

Concerning the cJnir.s hy the llar.iond Admi ni rdrat ioti 1h

the exchange* will give the State control over the salmon in

-20-



Lhe Conwell report states:

In reference to the .second article., it
is my understanding that Fish and Game
have control of fishing and Lhe streams.

L[] I believe that this is covered in Section 16
of the State Statutes, so there is no need
{ to control the Lake Clark or Jlinmna areas

for the fishing potential.
I The Conwell report further summarizes the valuable Iland
I to be given to the natives and themineral and agricultural
potential of each tract. Concerning the lands to be given
i to the State by the federal government 1in exchange, the
report states:

In general, these lands are underlain

by Jurassic intrusives that have a low
mineral potential for hard minerals, lack
equivalent agricultural potential, lack

the recreational value, because of inac-

L cessibilil:y, and, 1if not selected by

the native:: might still he open to selection
by the State.

The Conwell memorandum concludes:
There are many misleading statements 1in
the report. 1 find errors in the calcula—
tions regarding Lhe discounted cash flow.
The Stanford Research Institute has a report
issued iu 1975 that gives figure:*, that eon-
] flict. with those of Robert Uottgc.
On January 2, 1976, Mr. Gilbert R. Kokins, Acting State

7 Geologist, 1issued a memorandum on behalf of the Department of

tlatural Resources, Division of Geological and Geophysical

i
» Surveys, to Mr, Michael C. T. Smith, Director of the Division

'of Lands. In this report, Mr. IZkin*: refers to three oT Mr.
GalJdiclLL"s newspaper articles assessing the valuation of th>
tracts of land involved 1inthe proposed land exchange. I,r.
Lukins®opinion cor. "em ijng Mr. Gnlliril"s and (tonv.vllls a s s
meats 1is set forth in full as follows:

1 concur with Mr. Coa.vl I® €SSe
me lit that il 1ienot. 1in the best 1ihlercMs

of the State tomake the proposed land
trade. A purely economic view iml icales
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a high potential dollac value of the tracts
to be traded to the Cook Tnlot Native Asso—
ciation. Large reserves of quality coal are
known, agricultural lands arc present, and
a reasonably good potential exists for
petroleum and uranium. In addition, the
lands to bo given to CJ.NA have wisely been
selected near populated areas and where
industrial and population growth may he.
expected. We believe the potential revenues
are very ; gnificanl: and that an attempt to
put a discounted cash value on the resources
today is not a fair evaluation.
In contrast, the lands to be received hy the
State in the trade do not appear to have an
important mineral potential, are relatively
inaccessible, and are not suitable for develop-—
ment.
Copies of Lhe three memoranda referred to above are attached
hereto as exhibits.

Se.-.tion 38.95.060 represents existing law concerning
authority for the exchange. As set forth in detail in the
complaint, Section (c) of this Statute requires that exchanges
shall be on a basis of equal value. While the court cannot he
expected to take fir. Gallictl®"s calculations as an ultimate
conclusion of the exact valuation of the lands proposed to he
exchanged, the great disparity in the equality of the figures
should at least bo accepted as placing grave doubt about whether
or not the exchange complies with existing Alaska Statutes.

Combined with the memoranda of the Department: of Natural
Resource®"s own experts, Mr, Galliett"s representations as sot
forth in the affidavit should satisfy the plaint iff."" burden

of proof that the proposed exchange 1is. more probable than eat,

invalid.

n. OTIIKR ISSI*KS

VE 1. Count Tvo of plaintiffs® complaint so!:; forth in a o ail

Lhe statutory provisions relating to the sale of pulilie lan.ls.
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Section 38.05.045, Alaska Statutes, provides tlink stare land
may be sold as provided in Sections 45-65 < ibis chapter.
Section 3S5S.05.055, Alaska SfaLules, provide:, for public: awl I*.~
to the highest: qualified bidder as d eemined by the director.

Section 38.05.125, Alaska Slats :;, stales that: each
contract, for the sale, lease, or grant of stale land, and each
deed to state land, properties or interest in state land,
made under Section31.5--325 of this chapter or Section 45-120
of this chapter, . .. is subject to the reservation that the
State of Alaska "expressly saves, excepts, and reserves oulL cf
the grant hereby made, unto itself, its lessees, successors,
and assigns forever, all oils, gases, coal, ores, minerals,
fissionable materials, and fossils of every name, kind, or
description, "

Section 38.05.310, Alaska Statutes states that no land
may be sold or leased for less, than the approved, appraised
market value. The proposed exchange violates the intent: and
purposes of the. foregoing Alaska Statutes vrhieh provide for
the sale of all lauds hy public auction, to the highest® bidder.
In any event, land cannot be sold for less than the appraised
market value.

Tne proposed exchange lacks any prop,r appraised mar!,. I
value I>y the State concerning the laud;- to be exchanged, acd. *
Alaska Statutes cited above, 1in addition, prohibit any enno,.- -,ce
without re.:er\ ing to th<- Stale ot Alaska a"l (lie ; iik-r..!
rights contained within the lands so convened.

2. Article VIIIl, Seel ion 1U, Const i(ul in . of tin- In
of Alaska, also®™ prohibits Ilho sale or lease of si le 1
without prior public not ice and other s ifi,a>d. of its pe«3®~7<

interest, as may he proscribed hy lav;. This requirement 1is d -

*23
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cussed in Count Three* of the complaint in detail

It seems fairly obvious that "prior public notice" must,

include effective notice. As set forth in the coinplcii.nL, the

,actual lands to be made the subject of Lhe trade with Lhe

| native corporation have not yet been determined. How touch

%of Lhe Beluga coal land and oilier lands now belonging and

]
I

a

r

1

r

patented to the State will be selected from various "pools"
and the exact location and value of such lends, still has yet
to be determined, and probably will not be determined until,
long after the governor or the Commissioner of Natural Resources
gives his consent to the proposed exchange.
Because the public will have been denied effective

prior notice of the exact nature of the land exchange, even

if the subsurface minerals could bo conveyed Liu* proposed exchange

violates Article VIIl, Section 10 of the Constitution of the
State of Alaska.
3. Article VJ.1T, Section 17, Constitution of the State
of Alaska, provides as follows:
Laws and regulations governing the use
or disposal of natural resources shall
apply equally to all persons similarly
situated with reference to the subject
matter and purpose* to be served by the
law or regulation.
IL seems fairly obvious that the proposed land exchange
violates the above constitutional provision and that the

trade or exchange will result in valuable stale icstuute.

being conveyed to a private corporal ion for less than fair value

.and for the use and benefit of less than all oil ixcus ol ¢t

1
Slat e ot Alaska.

A. Tlu™* proposed exchange at lempl *, through led*, i.it
legislation. ru unilaterally v:.iive or nmn! tlu* Alaska s'.aii

hood Act; disposes of stale lands and minerals without < la



blishod and appropriate* sale procedures; and denies the citix
of Lhe State of Alaska tlu*x protection of Article VTT1,
Section § of their Const iteition and its compact with the

f dcral government pursuant to Section 6(i) of the Statehood
Act.

16r the above reasons the proposed exchange and its
implementing legislation deprive plaintiffs and lhe citixens
of the State of Alaska of their property and resources withou
due process of law in violation of the Fifth and Fourteenth
Amendments to the Constitution of the United States, and
Article 1, Section V of the Constitution of the State of Alt:

Further, the proposed exchange denies the citizens of
Alaska of the equal protection of the laws in violation of
the Fourteenth Amendment to the Constitution of the United
Slates and Article 1, Section 1, Alaska Constitution.

There can be no enactment of the Alaska legislature wVL
effectively and with validity conveys away the State®s miner.””
resources without, an appropriate amendment of tlie Const itul io
of the State of Alaska and is compact with the federal govern
mcnt. This must he clone in accordance with the procedures
outlined above concerning constitutional amendments.

5. in A. J. Industries, Inc. v. Alaska Public Servic*
Commission, A70 P.3d 537 (Alaska 1970) , the standard is set
forth governing the issuance of preliminary 1injunctive reli.
iu accordance with tic rulings of this ease, plaint in. sal*

that a more than sufficient showing b-s been mad** for |1b

granting of a lempois/y ivst iainieg order and ;>. liwinai
injunel ion.
Plaintiffs leave, in the opinion of the und igim!, d

strut.ed real and iirportaut constitution®ll 1issues surrounding

proposed land exchange, which issues will, mere probable than



not, be ro.solvcd in plaintiffs® favor. Also, in weighing

the equities of both parties®, the loss to the taxpayers in
failing to obtain injunctive relitT at ibis time would be
astronomical. The value of the State mineral resources about
to be convoyed away to the native corporation can never be
replaced and the proposed exchange would result in an economic
loss to Lhe citizens of Alaska for generations to conme.

On the other hand, nr. far as Lhe Stale of Alaska 1is
concerned, 1if the injunction is granted, little or no har. iwill
be done because even though an extension of time will have to
be granted by Congress in order to effect lhe exchange, if
the merits of the exchange are just, as valid tomorrow as the
State claims today, there should he no problem for Congress and
the Alaska legislature lo effect Lhe exchange during the coming
months.

In accordance with all applicable criteria, plaintiffs
have presented more than sufficient justification for immediate
injunctive relief. A preliminary injunction should issue
restraining Governor Jay Hammond, the Cor.niss loner of Natural
Resources and the"Director of the Division of l.ands, their
agents and employees, from conveying or attempting lo convey 1in
any manner any stale land with r-Literal resources in violation
of State and Federal law.

UA'JTD this ,’Id day of March, 1.9/6.
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STATE
of ALASKA
DEPARTMENT OF NATURAL RESOURCES

TO: (Guy R. Martin
Commissioner

date » December 6, 1975

FROMMichael C. T. Smith, Dlrec+of£/4N7 subject: prOp0Secj Cook Inlet Land

Division of Lands Trade
PROPOSED COOK INLET LAND TRADE

Brief History
Because of existing federal withdrawals, state land selections and non-Natlve
settlement patterns within Cook Inlet Region, Cook Inlet Region, Inc., unlike
the other regional corporations created under ANCSA, has not been able to
select lands which it considered of like and similar character under the
formulae established by the Act. For approximately three years following enact—
ment of ANCSA, Cook Inlet Region, 1Inc. (:CIRI") carried on a long series of
discussions with the Socretary of the Interior in an attompt to Insure its
ability to select lands considered of like and similor character. While the
Secretary made a number of withdrawal adjustments, he was not able to satisfy
the Region and CIRI went to court seeking redross. Discussions continued between
the two parties while litigation on*jod and In approximately September of 1974,
Interior solicitor Kent Frlzzcl made an offer to Cook Inlet which specified
certain lands which the Socretary would convey to Cook Inlot in settlement of
tho suit. The "Frlzzel offer" proposed, In part, to convey to CIRl ten surface
and 15 subsurface townships within the Kenat National Moose Range, Including the
Swanson River oil field, as well as additional federal lands in the then Greater
Anchorage Aroa Borough. These latter lands Included certain parcels which had
been eyed by the Greater Anchorage Area Borough for public open space and
recreation purposes, more specifically Point Woronzof, Point Campbell, and at
loast a sizeable portion of the Campbell Airstrip tract. The State did not

participate In these discussions and thus was not aware of all contents of the
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"Frlzzel offer" and the tremendous Impact that it would have had upon State
interests, particularly financially. C.RI declined the Initial offer although

It apparently later changed Its mind. However, the offer had been withdrawn

by that time.

The U.S. District Court ruled in favor of the Secretary In February of 1975,

by which point CIRlI had gone to Congress to gain support for Its problem. Con—
gressional support for some form of amelioration of Cook Inlet"s "troubles was
found with Senator Jackson and Congressman Meed Is. These Members of Congress,
both Chairmen and both strongest and most effective advocates for Ma..ves and
Indians In their respective House, have each publlcally pledged to see that
Congress protects Cook Inlet Region®s ANCSA rights. This guarantee must be
taken very seriously. Proposals were Introduced which v/ere essentially Identical
to the "Frlzzel offer" and hearings were scheduled on these bills for May. At
the same time, CIRlI had indicated that they were going to appeal the District
Court decision in the 9th Circuit. At this timo, the Alaska Delegation and
others 1In Congress suggested to the State that It explore the possibility of
entering the discussions between CIRI and the Secretary to see If some mutually
agreeable solution to Cook Inlet"s land selection problem could be agreed upon
which Involved Sfate land. This was suggested for the reason that Inadequate
Federal 1land was available In the Region, and this was at tho heart of the

problem.

The State was thus faced with the following factors:

1. Some seven months previous an offer, largely unacceptable to
the State, had been offered by the Secretary without significant
notice to the State. Such an out-of-court or pre-legislative

action offer might be again proposed by the Secretary without
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State participation. This Is a risk of not taking any State action.

2. Although CIRl had lost In District Court, Its appeal to the 9tn
Circuit Included a request that the court nullify the September
19/"2 agreement betv/een the Secretary and the State of Alaska
which gave Alaska selection rights to lands south and southwest
of Mount McKinley National Park which CIRI claimed It should
have been entitled to select. Should the court find In favor of
Cook Inlet, the Secretary would be directed to make available to
CIRl for Its selection a more acceptable array of lands. The
Secretary might then have to reject the State"s approximately
484,000 acre selection In this area in favor of making these lands
available to CIRlI for selection. Additionally, if this should
happen and the Secretary can reroond to a reversal by the Ninth
Circuit by seeking to recover from the State the 484,000 acres
sought by CIRI, he might also be forced to recover, on behalf of
other Regions, conservation group- and other parties aggrieved by
the September 1972 settlement, the other of the remaining forty-
throe and one-half million acres covered by the September 1972
State-Federal settlement. Although the State would oppose any such
legal result It remains a distinct possibility to this day. It Is

a risk of taking no action.

3. Assurances had been given by members of Congress (Congressman Meeds
and Senator Jackson) that Cook Inlet would receive favorable legislation
If thetr problem could not be settled by other means. The bills before
the Cong, ess at that time were essentially Ildentical to the largely
unacceptable "Frlzzel offer."™ A similar bill 1Is before Congress today

as on alternative to the proposal below, and Is a risk of taking no
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State action.

4. The Congressional Delegation had a“ked that the State take a
more active role in discussions to seek an equitable solution

to the problem.

5. By entering the discussions, the State could seek to effect
other land trades within the region which would guarantee cer—
tain favorable land ownership patterns as well as bring under
state control specified areas which the State wished to select
Itself, but would be unable to select If a CIRI settlement were

finalized without State participation.

On the basis of the above the State began discussions with C»Rl and the Depart—
ment of Interior in approximately April of 1975. The discussions continued,
becoming particularly intense preceding the Congressional hearings in the middle
of May. Because of the complicated naturo of the discussions, and with addi—
tional time available following the May hearings, the discussions progressed
throughout the summer and early autumn. At each hearing, the State responded

to Congressional requests, and testified regarding progress on a negotiated
settlement. Each time, the State and the other parties were requested and
encouraged to continue the discussions, and were advised of Congressional time

restraints. Following Congressional hearings In the latter part of September,

the land trade proposal was almost complete and the State | ibllcly nresentod

the proposal on October 2, concomitantly holding numerous briefings of smallor,
more specialized groups interested In tho trade (borough governments, conservation
groups, Chamber of Commerce, Legislators, etc.). A thorough press briefing was
also held. Following public input, addtional discussions were held with Cook

Inlet Rogion and the Department of Interior to reflect public sentiment of tho
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proposal. Details of the public Input and subsequent changes In the proposal

>ased upon that Input are documented In greater detail below.

Implicatlons
If the State endorses the proposal and it Is passed by Congress and Implemented,
the benefits outlined later will accrue to the State and other parties Involved.

If the State does not support the proposal, or If the proposal Is not Implemented

for other reasons, a significant number of possible permutations exist with respect

to tho final outcome of Cook Inlet"s selection problem. The/four most likely are

listed here, but othors which would have profound effects are possible.

1. Cook Inlet loses its suit- The CIfM appeal 1Is now In the 9th Circuit.
Should the suit ultimately be lost, and no other remedy found, the
Region would select according to the withdrawals presently In existence
which precipitated the litigation. Selections would bo In conflict
with over 20 townships tho State had previously selected and between
10 to 20 townships that the State would now like to select (Including
Kamlshak Ray which 1is the prime lower west side harbor site in Cook
Inlet). The pattern of Cook Inlet Region selections would be dispersed
and would create difficult management patterns throughout the Region.
Substantial land would bo selected which Is deemed more appropriate
for public ownership and use (such as the harbor site and lands In the

Lake Clark area).

It should be pointed out that this result Is somewhat unlikely, oven
if tho suit Is lost, because its loss would very Ilkoly proclpatate
unilateral Congressional action for the reason that those selections

are generally regarded as Inequitable to tho Region.
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2. CIRlI wins Its suit- ramlrlcations of this alternative would depend
largely upon the court directives. Cook Inlet would undoubtedly
receive lands of more like and similar character which would be
more physically suitable for settlement and development, but such
lands are likely to conflict with land uses thought more appropri—
ate by the State. Swanson River revenues might also be Included.
Sizeable portions of the Kenai National Moose Range, which is also
a State wildlife refuge, might be selectable by the Region. The
State could lose selections totaling approximately 600,000 acres
In the Uppor Susitna Valley near Chalatna Lake 1if the court concurred
with one of CIRI1s requests for redress (further details are Indicated
on the attached maps). Much more Importantly, the entire Alaska v.
Morton out-of-court settlement of September 1, 1972 will be threatened
In that the remaining forty-throe and one-half million acres of state
selected lands pursuant to that agreement would be In jeopardy from
other Native regions or other groups who might like to see substantial

portions of that state acreage in other ownership.

3. Congressional action- having made commitments to help Cook Inlot,
and having waited a considerable amount of time for discussions
among lhe throe parties to prove fruitful, Congress might well

legislate an alternative amendment over any objections made by

tho State or others. Itls hard to bo specific about the formsuch
an amendment might take, however, there Is good reason to believe
that some alternate form of the "Frlzzel offor" might emerge.As

discussed oarlier, this proposal has extremely unfavorable conse—

guences for the State.
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4. AdmlInilstrative settlement- although the least likely of the four,
some administrative settlement between Cook Inlet and the Secretary
might be arrived at which would not be in the interests of the
state. Past experience indicates that any settlement proposed by
Interior must be, because of land availability in the Region, either
unacceptable to the Region or If acceptable, then probably extremely

unfavorable for the State.

Additionally, cortain advantages which the State has been able to gain through the
discussions would not accrue. Specifically, the ability of the State to guarantee
its selection and ownership of lands In the Talkeetna Mountains, Kamishak Day and,
more 1importantly, lands In fho Bristol Bay areas. If Cook inlet Is forced to
seloct lands In the Lake Clark area, the State"s bargaining chip of guaranteeing
that those lands remain in public ownership would be lost, and our leverage to
bargain decisively for state selection rights within the Lake 1liamna-Bristol Bay
proposed National Resource Refuge would be lost. One of tho most compelling
advantages of this proposal is tho leverage which ownership of lands in the Bristol
Bay area may give tho State in what may be the most important single post-ANCSA

federal political decision in the State"s history: The 17(d)(2) question.

Basic Objectlves 0j_ Proposal
Each of the three parties hod Its own objectives in the discussions and would

emergo with certain specific boneflts.

State- The objectives of the State were basically two.

1. State land ownership- by trading 21.4 townships the State would gain
selection rights and control substantially larger areas of the

Talkeetna Mountains, Chakachamna Lake, Kamishak Bay, and the Lake Iliamna
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and Bristol Bay areas. In these cases the State has operated from
the standpoint that the State Is much more capable, because of governmental
Infrastructure and location, to more effectively meet the needs of
Its people by owning these lands than can the federal govern—
ment which lacks the "local" governmental structure needed to
respond effectively to Alaska®s needs. The juxtaposition of
the Talkeetna Mountains to the rapidly expanding population in
southcentral Alaska will become even more critical upon the
possible establishment of a new capital city, very possibly
Immediately adjacent to Talkeetna Mountain lands which CIRI
presently plans to select. In the Lake Illamna and Bristol Bay
National Resource Range proposal approximately 15 percent of
the lands will bo under the control of private Native corpora—
tions. The State can more effectively administer to tho require—
ments of Its citizens in those areas if It owns the other
lands within that region. Additionally, the tremendous
dependence upon the salmon fishery resources of that region,
and the current responsibility of the State to manage those
resources, argue cogently that the State should also control

tho uplands in that area.

2* Land ownership pattern- as it Is the State which must pro—
vide those services and governmental functions based upon
the land ownership pattern which emerges from Cook Inlet"s
ultimate selections, it is very much In the State"s interest
to assure a favorable selection pattern. Under tho proposal,

ownership patterns would:
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A. provide CIRI with lands physically well suited to
settlement and development.

B. guarantee that such developable lands would be
located In close proximity to existing government
services and, therefore, significantly reduce
future expense In providing communication, educa—
tion, transportation, and public safety services
to these areas.

C. hasten the development of these suitable lands In
a much shorter time frame than could be expected
for the remote lands which CIRI would otherwise bo
forced to select.

D. a sophisticated but critical point Is the fact that
certain State selection rlglrls, such as tho 11(a)(1)
(ANCSA) Issuo, will have to bo resolved very shortly.
The State believes it can select In these areas, and
if It prorails, such 11(a)(1) selections, in combina—
tion with tho selections under this proposal, would
result In a highly desirable State resource ownership

patter, particularly In the Iliamna area.

It might well be emphasized that, although the State
believes that Its own ownership In this area Is critical,
an equally high value must be placed on simple consolida—
tion of ownership under as few owner-managers as possible
(regardless of who Is the owner). This Is so far the
reason that It Isa "mix" of ownership and management

patterns that creates the greatest difficulties over the
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long view for a large resource area.

CIRI- The basic objectives of CIRlI are to obtain lands of more like
and similar character to those historically occupied by their
ancestors within the Cook Inlet Basin. The proposal would
largely accomplish this, although the Region will have reduced
Its entitlement significantly In obtaining these more suitable
lands and would be taking over 50 percent of Its entitlement
outside the Region. The benefits to the 6,000+ members of
Cook Inlet Region, Inc. would be Increased, and as members of the
Southcentral Alaska community these benefits would have substan—
tial favorable economic and social Impacts upon the State.

Most Important, the Region would finally have accomplished
certainty In Its selections, which !s extremely Important tor

the stability of the Corporation.

Federal Government- Tho objectives of the Federal Government were to
settle the responsibilities of the Secretory with respect to tho
requirements of ANCSA and to accomplish this In a manner which
would have minimal Impacts upon other values for which the
Secretary Is charged with protection. More specifically, the
proposal would permit a more acceptable incursion into the Kenal
National Moose Range, thus protecting fish, wildlife and their
habitat as well as the substantial recreational values of the
Refuge. The proposal would also loave certain key areas In the
Lake Clark area under Federal control and management. This makes
sense In terms of other Federal ownership In the area. Most
Important, !t would settle with finality one of the most difficult

and complex legal and resource Issues under ANCSA, one which has
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required substantial governmental resources.

Negotiation Process

The first approach to the State requesting State participation In land trade
discussions occurred In mid-February when Andy Johnson, President of CIRI, met
with the Director at the Division of Lands. Following the loss of Its District
Court suit, and the resultant hardening of the Department of Interior"s bargain—
ing position, Cook Inlet then took the legislative solution route and only
occasional discussions among and between the three parties occurred during the
remainder of February, March, and early April. However, as It became obvious
that a legislative solution not In the State"s Interest was a real probability,
and following a request for State participation during Congressional hearings,
a decision was made to pursue discussions concerning tho proposed trade. At
this time, the Commissioner and Governor were briefed, guidelines and general

policies and objectives were set, and authorization was procured.

Somewhat regular meetings began In approximately mid-April and Intensified
considerably toward the latter part of April and the first week of May. Cy this
time considerable public Interest had been generated by media roports of the
proposed amendment and the Anchorage Area Borough, In addition to the State, was
working with representatives of CIRl on a very regular basis. Discussions on the
part of the State were led by the Dlroetor of Lands. Staff assistance was requested
when necessary and various staff attended certain of the meetings. Other divisions
within the Department of Natural Resources, particularly the Divisions of 0il and
Gas and Parks woro consulted to a significant extont and other departments wuro
asked to Input when It was felt certain terms in the discussions affected their
areas of interest. The Division of Aviation and tho Department of Fish and Game

i

were particularly Involved. The ongoing progress of the discussions was regularly

transmitted tc the Commissioner of Natural Resources.
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By the end of the first week in May substantial progresshad been made and It
appeared that CIRI would be willing towithdraw Its proposed amendment on the
basis of the tentatively proposed agreement. However, it was explicitly stated to
the Region and Interior Department that final State concurrence could not be

had until a publ T review and comment process had been effected. CIRI understood
this and agreed to request that Congress not act Immediately on their proposed
amendment, but rather allow enough additional time for the proposed land trade to
be agreed to by all parties. On May 7 a briefing was conducted by the Director
of Lands for the Commissioner, the Governor, and the several appropriate depart—
ment heads in Juneau. On the basis ofthat presentation and ensuing discussions,
the decision was made for the State to also request that Congress refrain from
acting on Cook Inlet"s proposed amendment Immediately and to allow additional
time within which the parties could move to a final agreement following public

Input in Alaska.

On May 16 the Commissioner and the Director presented such testimony to the appro—
priate House and Senate Interior Subcommittees respectively. Prior to this
testimony the three members of the Alaska Congressional Delegation and appropriate
staff were briefed In considerable detail concerning the tentative proposal as It

then existed.

Shortly following the Congressional testimony, the Cook Inlet Region, Inc. Board of
Directors, *or Internal reasons not fully understood, voted to reject the then
oxlsting proposal and this led to an approximately three wook period during which
little discussion occurred between the State and CIRI. The lack of agreement was
based primarily upon the Region®s insistence that It ultimately obtain full surface
entitlement under ANCSA, even if outside tho Region. The State felt that full

o+ltlement In addition to the lands which tho State had proposed to trade to CIRI
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was unacceptable. The latter part of June, following some Region concession on

the full entitlement Issue, discussions began again and continued Intermittantly
throughout July, August, and September as Congressional deadlines for action
continued to recede. The extra time available was invaluable in allowing the

State to more closely scrutinize various aspects of the proposal and to work

with the Interior Denartment to insure the State could agree with the concessions
which [Interior was proposing. During this period additional meetings with the
Congressional Delegation, other division and departmental staff and representatives
from CIRl occurred. Documentation of these meetings Is contained in greater

dotal I In tho Tfile.

On September 24 additional testimony was presented before Senator Haskell®s Interior
Subcommittee concerning the proposal. Presentations and discussions were hold with
various Interested parties In Washington, Including the Congress lonal Delegation,
and a more detailed presentation concerning tho state-federal aspects of tho pro—
posal was made by tho Commissioner and Dlroctor to the Department of Interior"s

Alaska Task Iorco.

On September 26 the Director announced that a public briefing of the proposal

would bo hold In Anchorage on October 2 with public testimony to bo received

orally on October 3 with an additional period for written Input. On September

30 a very detailed briefing of tho proposal was made to both Division of Lands
staff and a second briefing to represontatlvos from other divisions within the
Department of Natural Rosourcos and roprosentatives of other State departments.

On Octobor 1 another very detailed briefing was given to tho Press, radio, and
television media. Uefore the public presentation additional detailed presentations
were mode to various groups which had expressed considerable Interest in the
ongoing discussions. These Included representatives of throe affected

municipal governments (Anchorage, Matanuska-Susltna Dorough, Konal Borounh),
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Legislators, and environmental groups. Public presentation on October 2 and the
meeting the following night for public Input were very well attended and, In
response to requests for a similar hearing In Fairbanks, another presentation

was made In Fairbanks on October 7. As a result of the media campaign and the
public meetings, significant public Input was received and a number of meetings
were iield between the Director and Interested parties as well as several additional
detailed briefings to groups specifically "eequestlng them. These latter included
the Bureau of Land Management, Anchorage Chamber of Commerce, Kenal Borough
Assembly, Capital Site Selection Committee, and the Federal-State Land Use Planning
Commission. A summary of the Input from the public and tho various Interested

groups, os well as the State"s response to this Input, Is detailed Ilater.

Spec.fic Nature of Proposal

Tho proposal Is basically composed of three different parts; a Stato-CIRI
agreement, a CIRI-Federal agreement, and a State-Federal agroement. All

aspects of each sub-agroernent must be executed before tho entire proposal would
be binding. In essence, the Stato of Alaska would make available to CIRlI State
lands which the Region feels are of like and similar character to those "ands
which it has historically used. In return, tho State would fall heir to approxi—
mately one-half of Cook Inlet"s 12(c) entitlement In tho Talkeetna Mountains,
Chakachamna Lake, Lako Clark, and tho Kamishak Day areas. The remaining
approximately one-half of Cook Inlet Region®s 12(c) entitlement would remain In
federal hands and the Federal Government would In turn convey to the State an
equivalent amount of acreage In the Bristol Bay area. Additionally, the Federal
Government would convey to Cook Inlet certain other lands within the region,
including lands from the Kenal National Moose Range, as well as a total of

approximately 26 townships to be selectod from federal lands outside of Cook
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Because certain Cook Inlet Region village selections have or are likely to impact
state, federal or CIRlI Interests related to Cook Inlet"s selections, smaller
sub-agreement proposals have been discussed with approximately seven villages
or groups. Those proposals function very rationally within the framework of the
Cook Inlet Region selection proposal. Without the Inclusion of these sub—
agreements the interests of one or more of the three major parties would bo

likely frustrated by the existing village or group selection patterns.

Attached as Appendix A to this document Is a more detailed breakdown of the
specific aspects of the "original™ proposal as presented publicly on October 2.
Each aspect of the proposal was specifically keyed by number to an attached map
which shows the location of that particular aspect of the proposal. Each
aspect was also briefly explained as It pertained to the overall proposal. With
only a few exceptions those aspects were the same ones which we had boen dis—
cussing since last (lay and, therefore), there was relatively Ilttlo now with
respect to the proposal at that time. Following public input, as described
below, and as a result of the U.S. District Court"s finding Salamatof and
Alexander Creek as certified villages, the proposal was rnodiflod and Is shown
in its final form under the "Current Status" hearing below.

Characterl zatlon of_ Pub jjjc and Agency Input

Tho more or less finalized "original" proposal was presontod To state agencies
and the public In detail during tho first week of October. As a result of

this process Input was received from many sources, primarily the public. This
Input was used for a series of additional sessions with CIRlI In which signifi—
cant nod Iflcatlons were made. This resulted In the "modified" proposal
described later. The characterization below represents agency and public Input

with respect to the "original™ proposal before modification.
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As with the public Input, other state agencies generally supported the concept
of the State"s attempts at Insuring rational land ownership patterns. One
aspect of the proposal, that of the approximately 12 township selection in the
Beluga area, generated significant comment from the Division of Geological and
Geophysical Survey as well as the Minerals Section within the Division of Lands.
This Input, both oral and written, emphasized both +he amount of known and
Inferred coal reserves as well as the potential for coal exploitation under
various conditions. While general parameters of Lhe coal resource In rhe Beluga
area had been known during the discussions with CIRI, more detailed and specific
input from these agencies was requested and received. The specifics of this
input may be found in the case file. Input from other state agencies which
requested specific alterations or suggestions, e.g. the Department of Highways,
was inputted during the modification discussions and this input may again be
found In the file. Other agencios generally expressed approval either orally

or written of the basic aspects of the proposal.

Public Input following presentation of tho "original"™ proposal came in both oral
and written form. The vast majority of respondents Indicated favorable support
for the concept of the State entering the discussions and the general expression
was that, with the exception of certain aspects of tho proposal, the overall
benefit which accrues to tho Slate outweighed any deficits involved. Against
this background of significant public support for the concept of The proposal,

eight specific areas were singled out which received comment.

Mental Health Lands - Testimony brought out the fact, inadvertently
overlooked by all parties, that approximately six and one- half townships
from within the original pool of land CIRlI could select from in the Beluga area
had been selected by the State as mental health lands. Input and Interest

concerning these lands was received not only at the public hearings but
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also through several telephone calls from interested members of the public.
It might be noted that this finding alone made the extensive public process

Invaluable, and demonstrates the need for public exposure on all similar com—

plex Issues.

2. Coal Deposits - By far the most controversial aspect brought out
by the public hearings and subsequent input concerned the inclusion of the
"Beluga Coal Fields" in the proposal. Concern was genuinely expressed,
although facts, figures and questions were often uninformed In nature.
However, the sum total of input at the public hearings, from Interested
calls and appearances at the Division of Lands by interested parties, and
inquiries from several groups Indicated a definite feeling tha significant

acreage of lands with coal potential were felt to be "too much."

3. Insufficient Time - A number of comments were received which Indi—
cated that because of the complexity of the proposal insufficient time
was available within which to satisfactorily study and comment. Interested
parties were understanding of the fact that tha "deadlines" wore largely
a result of a Congressional time schedule beyond our direct control, but the
feeling of Inapproprlato time constraints was still evident. Later announce—
ments by the State that over five weeks were available for public Input

ameliorated this feeling considerably.

4. State Agency Input = A few respondents Indicated that they felt that
Insufficient Input had been received from some State agencies during the
negotiation process. While such comments generally Indicated an understanding
that specific recommendations from all agencies could not necessarily be
accommodated In tho proposal, the feelings were that all resource aspects

should be addressed equally before a final decision Is made on tho proposal.
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5. Legal Aspects - Tworespondents raised the question of the authority

of the State to enter Into such a proposed trade. Their comments were

almost exclusively directed at the authority of the State to alienate sub—

surface resources in apparent contradiction to the Alaska Statehood Actand

to the process by which "equal value"™ was determined.

6. Parks and Recreation Protection - A very significant number of
respondents indicated approval of those few aspects of the proposal whichoffered

some measure of protection for future open space and/or recreational options.

7. Accelerated Development - Several respondents indicated a favorable
disposition to those aspects of the proposal which, by providing tho Native
corporations with lands appropriately located and suitable for development,
would hasten the settlement and developmentof these lands ina manner which
would favorably impact the State®s economy.It was also felt that the
location of private development in the Cook Inlet basin was appropriate and

timely.

8. Extra-Regional Selection - Comments wore received from three regional
corporations which protested the out-of-reglon entitlement for Cook Inlet.
These comments centered largely on a fear that CIRI1s interests would not be
compatible with those of Native residents of other regions, particularly with
rospect to CIRI"s responsiveness to their life styles and subsistence needs.

A fourth region, however, testified In favor of the proposal.

At a meeting of the Alaska Legislative Council In Anchorage on November d, a
presentation to the Council concerning the proposed Cook Inlet land trade was
made by Mr. Harold H. Galliett, Jr. Mr. Galliett was particularly concerned

with the I3eluga lands aspect of the proposal. Mot being familiar with the
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"modified" proposal which resulted from public input of the preceding month,

Mr. Galllett presentation unfortunately conveyed some erroneous Information.
As a result of the presentation and an ensuing discussion, the Council became
very Interested In the proposal, and a subcommittee, chaired by Senator Kay
Poland of Kodiak, was appointed to look into the matter and to report back to
tho Council. This subcommittee met In Juneau with the Governor, Commissioner of
Natural Resources, and Plrector of Lands on November 7. In addition to i
Senator Poland, other Legislators present included Senator Rader and Represen—
tatives Smith, Mliler, and Specking. The session Included a detailed presenta—
tion of nil aspects of the proposal followod by extensive questioning. The
session lasted approximately three and one-half hours. On Monday, November 10,
a conference telephone call was held among members of tho Legislative Council
concerning the proposal and tho response of the Council was made In a letter
from Council Chairman Cenlo Chance to Commissioner Martin on November 12. Tho
Councll felt that because of tho oarly time doadllnos and complexity of the
proposal that the Council was In no position to either condone or oppose the
trade proposal. Senator Chance did, however, Indicate that members of Ilhe
Council woro froe to express Individual opinions on this or future land trade

proposa Is.

Tho pross was somewhat indecisive In commenting on the entlro proposal. The
"Daily News" did not discuss specifics, but rather applaudod this attempt

by government to actively participate In a proposal which would have such a
groat effect on the State. The "Dally Times" pointed out some of the benefits
to bo accrued, particularly the aspects of putting lands more suitable for
development Into native hands at an early time, but also questioned whether
all aspects of the trade had been publicized so that a full and complete
judgement might be made by the public. More recently, following the interest

expressed by the Legislative Council In oarly November, the "Times"™ questioned
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why the State was even Involved In the matter In light of the paper"s feeling

that the problem was really one between the Federal Government and the Natives.

Generally, press coverage of the entire process has been extensive, and It is
safe to conclude that public exposure, for those who chose to -follow the Issue,
was extremely high. The Press briefing given by the State regarding the
Initial proposal was probably the most extensive ever given on any Issue re—

garding State lands.

Current Status

As a result of public and agency Input certain substantial changes were

made to the tentative proposal which was made public during the first week
of October. In addition, the doclslon by Judge Gazoll in the United Stales
District Court, which found that the villages of Salarnator and Alexander
Creek were certified and therefore entitled to select large acreage within
areas very Important to the agreement, caused other necessary changes to the
original proposal since certain aspects of the proposal sought an agreement
before a decision was rendered. The significant changos to the "original"

proposal, which havo resi ired In a "modified" proposal, aro outlined below.

1. Beluga Area- the original proposal would have permitted

CIRl to select 12 townships from a pool of approximately

22.5 townships In the Beluga Area. The modified proposal
would permit CIRlI to select 13.5 townships out of a pool

of approximately 16 townships. The reduced pool reflects

the 6j townships of Mental Health lands which were with—
drawn from the pool. This reduction would leave approxi—
mately 75 per cent of tho measured or Indicated coal reserves

In State ownership. Despite this very significant dimlriu-
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tlon of value to Cook Inlet Region, the modified proposal
calls for only 1.5 additional townships which may be selected
from the diminished pool. In addition, a much larger area

on the coast southwest of the Tyonek Reservation would re—
main In State ownership for future resource development In
that area. Rather than CIRlI owning a land corridor from Its
selected lands to the coast, the State would guarantee a
public right-of-way for various resource and other transpor—

tation needs.

Bristol Day Area- -the original total of approximately 30
townships 1in the area of tho Interior Department®s Lalie Clark
dC2) proposal which were to be traded by the State lu return
for an equal number of townships In tho Bristol Bay Area

has boon reduced to approximately 25. This change resulted
from a determination by tho State that it would be of greater
benefit for the State to receive title to approximately 5
townships In fhe Lake Chakachamna Lake area. In addition to
tho inheront value of these lands, the Interior Department

is very Interested in these townships for Inclusion In Its
d(2) proposal. Tor this reason, the State would retain a
very strong bargaining position by obtaining title at this

tlrne to those lands.

Anchorage Bowl Federal Surpl us Lands-— whllo the orlginal proposal

specifically prevented CIRI from obtaining title to Federal Surplus

Lands In the Campbell Tract, Point Campbell and Point Woronzof with—

drawals, the modified proposal goes further In also protecting the

Goose Lake withdrawal and in guaranteeing transfer of the Campbell

1975
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Tract to the State Immediately and ihe Point Campbell and Point
V/oronzof of those surplus properties to the State or the Anchorage

Municipality surplus properties as soon thereafter as possible.

4. Other Federal Surplus Lands Or Withdrawals- the original proposal
permitted CIRlI to select up to 3 townships of Federal lands In
the Cook Inlet region from a pool of Federal surplus property,
revoked Federal withdrawals and unperfected public land entries
such as homesteads, etc., on an acreage basis. The modified
proposal recognizes that such Federal lands may have significant
economic values and there Is therefore a provision to reduce CIRI1s
selection entitlement by 1 acre for every 5500 of land value
selected by CIRI from such Foderal lands. In addition, the State
Is given certain veto and appeal prerogatives to Insure that

public Interests ;are protected prior to selection by CIRI.

5. Extra-Regional Selections- In response to Input by other Native
regional corporations which expressed apprehension at CIRI"s
ability to select lands In close approximation to their land
selections, tho modified proposal permits affected vil I go and
regional corporations outside Cook Inlet to exercise a veto
over CIRI"s land selections In their 11(a) withdrawals. This
will assure the other Native corporations of protection for
subsistence, economic or other values. To Insuro that CIRI
would have sufficient lands available to select from, the modified

|
proposal permits CIRlI to select from d(1) lands extra-regionally
by following a selection process which guarantees bo+h the Federal

and State governments a role In determining the location of

selections and In protecting each government®s own specific Interests.
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6. Kenal National Moose Range- the District Court"s finding that
Salamatof Is an eligible village immediately impacted the Moose
Range with an additional 56,500 acres of selections. Since It
appears the Federal government may appeal the decision, the
Impact and final date of land selections on the refuge are un—
known at this time. The modified proposal therefore assumes a
maximum selection by all Native corporations of approximately
108,000 acres. If the Federal government appeals and Is success—
ful, then the lands otherwise selected by Salamatof would probably
go the CIRlI as shown In the original proposal. However, If
Salamatof does remain an eligible village, CIRlI would obtain
lands In the refuge only to the extent that some of the villages
were willing to trade out of the Moose Range and make lands
available for CIRI. In essence, therefore, total Impact upon
the refuge would remain roughly the same as In the original
proposal; hhe only difference would be which corporation would

own the lands.

7. Lake Clark Village Selection Tradeouts— as a result of the Dis—
trict Court decision which found Salamatof and [loxandor Creek
as eligible villages, tho acreage of village selections In the
Lake Clark area approximately doubled. Although the State would
still trado out those village selections on a 1 for 4 basis,
total State acreage Involved would remain about the same. The
only differences from the original proposal would be that 4
rather than 2 villages would bo involved, and tho Federal govern—
ment would be required to provide any other additional acreage

from within other village deficiency withdrawals.
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Eight specific aspects of the original proposal were commented upon during
the public Input process. These aspects are outlined above on pages 15-17.
Aspects number 1 (Mental Heaitb lands) and 2 (coal deposits) were very

substc"ntlvely addressed and the changes described under number 1 of current

status above. Aspect number 3 (Insufficient time) has been taken care of by the

continued Congressional postponement of action which has provided over 60 days

for pjbllc reaction and Input. Aspect number 4 (State agency Input), If a
valid basis for comment ever existed, was also addressed during this 60 day
period. Contacts with most state agencies, particularity the Division of
Geological and Geophysical Survey, resulted In additional comment and Input
from those agencies. The Division of Geological and Geophysical Survey in
particular submitted additional memoranda and reports concerning resource

values In the Beluga area. Items number 6 (Parks and Recreation Protection)

and 7 (accelerated development) were merely supportive of certain aspects of the

original proposal. These aspects were retained in the modified version.
Aspect number 8 (extra-regional selection) was specifically addressed In
number 5 under current status above. Only aspect number 5 (legal aspects)
of the public Input summary has not yet been specif leally addressed In this
memorandum. These legal points of the proposal are discussed In greater

detail In tho following section.

Ma.jor Considerations Before Decision

Two Important considerations In all land exchanges were emphasized by a few

members of the public and also by the Special Legislative Council Subcommittee:

1. Is there existing legal authority to conclude an exchange?
2. Would the State be receiving at least equal value for the value

It gives?

1975
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These aspects had, of course, been Investigated by the State at the onset

as an Integral part of any such decision-making process.

1. Authority - It Is the opinion of the Attorney Genera! and, we
believe, of most other a+!orneys who have addressed the matter in
detail that the Executive presently has State statutory authority
to undertake this proposed land exchange. Authority has apparently
existed since the enactment of the Alaska Land Act shortly after
Statehood for the State to conclude an agreement such as this land
trade proposal. Under AS 38.05.020(b)(2), the Commissioner, and,
under AS 38.05.035(a)(14), the Director, have several times since
Statehood entered into land trades or other agreements affecting
lands tha I'wore not treated os sales or leases under the Land Act.
Additional specific authority for land exchanges such as the
present proposal was provided by the 1972 Legislature In tho form
of AS 38.95.060 as a counterpart to Section 22(f) of ANCSA. Among
other things, this law permits tho State to exchange land or
Interest In land with a Native corporation for tho purpose of
affecting land consolidations or to facilitate the management or

development of the land.

The authority cited above does not prohibit the alienation of
minerals as proposed In tho trade. Although there is no State
statutory obstacle, tho Statehood Act prohibition against such
alienation, found In Section 6(1), Is regarded by some as a Federal
constraint. Many porsons lake the position that Section 6(1) has
been amended by implication In Section 22(f) of ANCSA so that It does
not come Into play In such exchange transacrlons. To erase any

questions, the Federal Legislation which will implement the land
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trado proposal will specifically address this matter to remove
any doubt as to Congressional Intention regarding state authority

to enter into such a proposal.

2. Equal Value Consideration- In determining whether equal value will
bo received for value giver. In an exchange such as this proposal,
there are basically two diffc --t types of "values"™ which roquiro
consideration. One is a value which can be determined with reasonable
accuracy to have an economic value, often expressed in dollars.
Secondly, there Is value which either may be capable of expression
In economic terms but for which & specific dollar value cannot be
ostlmated with any particular degree of certainty at this time, or
for which an economic value may never bo specifically determined.
However, values In this second category are very rent and a reasonable
porson would recognize their existence and importance In computing
the overall value recnivod or given in a trade, L."ilh respect to
this proposal paragraphs A and H below outline, respectively,

the two types of values mentioned above.

A. Economic Values- The information presented below represents
a summary of oconornic values Identified with respect to
State Interests In tho propose!. The Information is based
upon reports from varioub State sources and Is expressed
In terms of current 1975 dollars, l.o. economic values of
resource potentials such as the Duluga coals have been
discounted back to prosont day value. Only lhose rosourcos
specifically known to exist warn valued. For example,
although there are unquestionably very real and significant

subsurface economic mineral values on lands which the State



Guy R. MartIn-CIRl Proposal 21 December 6, 1975

would receive under the proposal, since they are as of this
time unidentified no attempt was made to infer a particular
economic value. In the Beluga area where certain measured
or Indicated reserves exist, however, estimated valuations

were made.

Under the proposal the State would exchange approximately
21.2 townships of Its land In return for 51 townships of
Federal land and the right to select, at the State"s dis—
cretion, an additional 20 townships. Also, the State
would receive title Immediately to tho Campbell Tract in
\ heart of the Anchorage Bowl as well as a commitment

to an expedited transfer of the Federal surplus lands at
Point Campbell and Point Woronzoff. In estimating the
economic value of tho lands to be given and received by
tho State, estimates were made on tho value of tho land
itself, any tlmbor thereon, and any known mineral resources
thereunder. Tho table below summarizes those values.

Documentation may bo found In tho files.
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TABLE 1.

ESTIMATED ECONOMIC VALUES, IN PRESENT DOLLARS, OF LANDS
GIVEN AND RECEIVED BY THE STATE

LANDS GIVEN BY STATE

VALUES (SMILLIONS)

LOCATION ACREAGE LAND MINERALS TIMBER TOTAL
Scattered

Tracts 69,721 5.7 1.0 17.5
Kenal Penn. 107,650 6.1 1.3 17.4
Beluga 314,640 22.0 15.9a 1.2 39.1
TOTAL 492,011 53.3 15.9 4.3 74.7)

LANDS RECEIVED BY STATE

VALUES (SMILLIONS)

LOCATION ACREAGE LAND MINERALS TIMBER TOTAL
Kamishak Bay 276,430 1.1 .2 11.3
Koksetna R. 161,230 6.4 .2 6.6
Talkeetna Mts. 161,200 6.4 1 6.5
Bristol Bay 576,000 23.0 - - 23.0
Campbell Tract 3,930 5.9 c c 5.9
Pt. Campbell 1,179 6.6<J - - 6.6
Pt. Woronzof f =S 4.2d — 4.2
Copt. Cook

Rec. Area 4,800 .8 — o1 .9
TOTAL 1,220,742 64.4 Mrm .6 65.0

NOTE:

a. The 15.9 value for the Beluga Coal resources Is based on the middle of three
scenarios for production In that area (pessimistic, medium, optimistic). The
value has been discounted at eight percent from future revenues to present dollar
values. Tho most optimistic scenario, which makes several very optimistic assump—
tions, would yield a discounted value of 333.2 million (figures attached to memo).
b. A very conservative figure of three thousand dollars per acre has been assumed
for the Campbell Tract. Tills figure has then been discounted fifty percent under
the assumption that if tho State did not gain Immediate title to the area under
this proposal It would still stand a respectable chance of obtaining the land at
some time In the future.

c. Although other values Including timber and specifically gravel are found on
tho Campbell Tract, sufficient data were not Immediately available to moke a good
estlmato of value. However, the value of gravel alone, located as It Is within
the center of the Anchorage Bowl, would bo very substantial, certainly totalying
In the millions of dollars.

d. As with the Campbell Tract the values of the Point Ci ipbell and Point Woronzoff
surplus lands has been discounted to recognize that the btate might obtain these
lands at some unknown future date In other ways if tho proposal Is not executed.
However, because these lands are outside of tho two-mile radius of the old city
boundaries, and because they are not as important os the Campbell Tract for other
public purposes, there Is a measureably greater probability that these surplus
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Table 1. NOTE d. continued.
lands would go to CIRlI under some other form of settlement of their claims.

Therefore, the conservative values of $8,000 and $10,000 per acre, respectl
are further discounted only thirty percent.

To tho values to be received by the State as estimated
above must be added values which, If the proposal is
not consummated, might be lost to the State. The two
most prominent values in this category are the ninety
percent royalty revenues which the State receives from
oil production In the Swanson River area of the Kenal
National Moose Range, and 26 townships of state selected
land which CIRl would select If they prevailed In their
court suit and the Secretary made such lands available
for native solection by refusing to convey them to the
State. Any estimation of tho value of those two possi—
bilities to tho State must assume certain levels of
probability that tho situation would occur without

execution of the proposal.

Swanson Rlvor Revenues— There are any number of factors
which ma" enter Into assuming a probability that the
Secretary or the Congress might convey to CIRl substan—
tial subsurface title In the (loose Range. While only

15 months ago such a possibility would have seemed small
to the State, ownership c? 15 townships of Moose Range
subsurface estate was offered to CIRlI by the Secretary

In September of 1974. Had CIRI accepted the offer at
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that time the possibility of that event would have been
one-hundred percent. In view of both that offer and
Congress® assurance to CIRI of some settlement of their
land claims problem, and assumption of a .5 probability
does not appear unreasonable. Using State revenue pro—
jections for oil and gas royalty receipts from the Moose
Range for only the next 14.5 years, and discounting those
revenue projections at eight percent, a figure $41 million
is obtained. Use of a probability of .5 yields an estimated

value of $20.5 million.

Chalatna Lake 26 Townships— In assuming a probability that
the State might lose title to lands currently selected
south of Mount McKinley Rational Park in the Lake Chalatna
area two probabilities must be estimated. The first is
the possibility that CIRI would prevail In its court suit.
Assuming that- CIRI did prevail, a probability must then

be estimated as to whether the Secretary would attempt to
break the 1972 out-of-court settlement of Alaska v. Morton
and whether he would be successful in that attempt over
almost certain State court action. Numerous agruments may
be proposed regarding these two probabilities but for this
analysis probabilities of 50 and 40 percent respectively
are used. Applying those probabilities to an estimated
current land value for the 26 townships of S24.0 million
and an estimated value for timber of $3.3 million, a value

of $5.5 million is found.

A third value which must be estimated is that of the
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additional 20 townships which the State may select
at Its discretion. A though statehood selection
entitlement v/ould be used, three factors must be
considered. First, there Is a possibility that the
State may never be able to exercise its full
selectlor rights under the Statehood Act and that
the State must look closely at every opportunity
It has to select lands. Secondly, the lands which
could be selected are, relative to tho lands that
will be remaining after implementation of ANCSA and
settlement of the d(2) question, certainly In closer
proximity to existing state lands and populated areas.
Thirdly, an exercise of State selection rights would
be the first selections under the Statehood Act in
the past four years. In other words, the "right to
select” certain lands now that are in closo proximity
to existing state selections is In and of itself of
value. Using the vory conservative total value for
these lands of $40 per aero, and discounting the 20
township selection right by a factor of two-thirds to
account for the use of selection entitlement, the

result is an ostimate of $6.1 million.

Thus, tho total estimated value of the three factors described

above 1is $32.1 million. This total, when added to the estimated
appraised values cltod In Table 1. above, gives a total estimated
economic value to tho State of $97.1 million. To this total must

be added or subtracted the values described below to which a reasonabl

economic value cannot be applied at this time, or perhaps ever,
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with any degree of certainty.

B. Other Values— As mentioned earlier, there are two types of
other values which must be taken into consideration for pur—
poses of evaluating this proposal. First are economic values
which cannot be identified with any reasonable specificity
at this time, and secondly there aro those values which might
never be capable of having a specific economic value attached
to them, but which are unquestlonaoly of significant value
none the less. Paragraphs number one and two below pre—
sent, respectively, positive and negative values to the
State associated with the present-proposal. Although certainly
not exhaustive, the listing attempts to outlino the major

non-economic values involved.

I. Positive Valuos- the following positive values would

accrue to the State should the proposal bo consummated.

(@) CIRI Court Suit- as explained earlier in
this memorandum, if Cook Inlot wins Its appeal
the Stato might lose not only considerable
acreage from Its present selections south of
Mt. McKinley National Park, but it might also
lose substantial additional lands should tho
September 1972 out-of-court settlement wlfh
the Secretary bo abrogated. In view of Ilhe
District Court % decision that tho Socretary
was in error concerning his binding eleven

villages ineligible, Cook Inlet Region®s chances
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of success with Its court suit were measurably

increased.

(b) Moose Range Surface Protect lon- prlvaie
surface ownership within the Moose Range would
be kept to a minimum, thus protecting the very
significant wildlife and recreational values

of the Moose Range. Tho Moose Range Is also

a state wildlife refuge and its already tremen—
dous value for recreational pursuits Including
hunting, Tfishing, canoeing, etc., will continue
to grow with Increased settlement and development
of state and privato lands outside the refuge

on tho Kenal Ponlnsula. Some, however, would
argue that maximum Moose Range lands should be
given to the natives so that development may

occur.

(c) Sultablo Lands In Privato Ownership- the
state lands rocolved by tho Nativo corporations
aro lands sultablo for settlement and development
because of physical characteristics and location,
thus substantially reducing future costs to the
State to provide services to those areas. Addi—
tional ly, the Natlvo corporations receiving those
lands will bo In a much better position to
develop thorn at an earl lor date, thereby stimu—

lating economic development and providing an
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additional tax base both to the State and to

the local governments Involved.

(d) Kamishak Bay Lands- under the proposal the
State would receive title to approximately 12
townships of land on the v/est side of Cook Inlet
on Kamishak Day. These lands would represent
the only State presence on the west side of Cook
Inlet for at lest 400 miles south of Kalgin
Island. Kamishak Day itself, owned by tho State,
is believed to have significant oil and gas
resource potentials and those coastal lands re—
present tho only feasible areas for onshore
development facilities. This proposal would

put these 1iands In State handc. Additionally,
the terminus of tho Intorior Department®s
"western transportation corridor™, which
originates in Petroleum Reserve Number 4, ter—
minates on Druln Day which the State would

also receive.

(e) Talkeotna Mountaln Land- the State would
receive approximately 14 townships In the
Talkeetna Mountains area, some of which would
bo located Immediately adjacent to currently
State patented land. Three of these townships
are contiguous to one of tho throe final sites
to be considered for the new State Capital.

Additionally, the proposal would bring to

1975
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State ownership lands otherwise selected by
Native groups which would be included In the
current Talkeetna fountain State Park proposal.
The land trade would permit a manageable park
boundary proposal to bo established, thus
obviating the inevitable costly routine of
buying back private property in the future.
Also, watershed protection for a new Capital

or for other settlement to the west would

be assured.

(f) Add Ition To Captain Cook Recreation

Area-— the proposal would insure that a minimum
of 7 sections of land would bo added to the
Captain Cook Recreation Area from federal

lands within the iloose Range. Otherwise, Native
selection of these sections would result In a

significantly loss manageable recreation unit.

Pub Ilc Lands- the proposal would Insure
that lands with significant public interest
v/ould remain in pub lic ownership, particularly
in tho vicinity of Lake Clark. In addition,
the State would receive lands In the
Chakachamna Lake aroa which v/ould give tho
State significant bargaining power in influenc—
ing federal action with respect to hunting,
mining or other State intorests in any perman—

ent federal withdrawal In the Lake Clark area.

December 6,

1975
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(h) Increased State Presence In Brir.tol Bay-
tho proposal v/ould increase the State ¥ presence
in the Bristol Bay area by gaining for the State
approximately 25 townships of d(2) land in
addition to the 12 townships on Kamishak Bay.
The 17(d)(2) land v/ould, of course, be otherwise
unavailable to the State. This enhanced state
position will strengthen the State®s bargaining
power with respect to the proposed Rational
Resource Range In the Bristol Bay-Lake Illamna
area. If the Resource Range proposal Is adopted
as presently proposed, the State, with the single
exception of the Wood River-Tlkchik area, would
be totally removed from any significant land

ownership position west o" Cook Inlet.

(i) State Inforests In Other Foderal Lands- under
the proposal other federal surplus lands and un-
perfccted public land entrios which might go to
CIRI within the region would bo subject to a State
veto and/or appeal process to protect State and

public interests in these lands. Since the

eventual settlement CIRl roceives, whether by agree—

1973

ment, legislation, or by court action, will undoubtedly

include these lands, tho proposal represents the State"s

only opportunity to participate in protecting the

public interests on these lands. As an example, the

Bradley Lake Power Withdrawal 1is specifically pro—

tected from Native ownership; if the withdrawal should



Guy R. MartIn-CIRl Proposal 37 December 6, 1975

be revoked, It could be selected by the State.

2. Negative Values- the following negative values would accrue to

the State should the proposal be consummated.

(@) Beluga Coal Management- the proposal would remove
the State from its current position of almost total
ownership of lands in the Beluga area by putting into
CIRI % hands approximately 25 percent of the measured
and indicated coal reserves and surrounding lands which
may contain additional reserves. While the State v/ould
still of course have very substantial environmental
controls over mining through Its air and water quality
standards, etc., and while it could pass surface mining
legislation applicable to private lands, it v/ould lose
tho additional [landlord power to control strip mining
operations. However, with regard to revenues, tho State
would lose its royalty Interest, but all informed
opinion agrees that a severance tax would yield the best
returns, and Is the proper course for the State to

follow.

(b) Loss of Port Area- approximately 7 sections of land
northeast of tho village of Tyonek with potential for
Industrial development and docking facilities would bo
transferred to native hands. Perhaps the best site on
the west side of northern Cook Inlet, which is located

just".to the south of these 7 sections, is already owned
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by the village of Tyonek. The State v/ould retain, however,
another site of at least equal suitability and potential
just west of the Tyonek village lands. This latter

site Is the one which has benn primarily suggested

and studied from the standpoint of the use and/or shipping

of coal from the existing coal leases In the Beluga area.

Economic Summary- As mentioned earlier In determining equal value two
types of value have been used; value In economic terms and value in
a sense which cannot be strictly expressed In dollars. As outlined
above,9 the economic values themselves which accrue to the State are

In excess of those values which the State relinquishes. These are

calculated as shown below.

TABLE 2.
SUMMARY OF ESTIMATED ECONOMIC VALUES (SMILLIONS)

GIVEN BY STATE

Existing values relinquished 13%L
TOTAL 74.0

RECEIVED BY STATE

New values received 65.0
Existing values not lost 32.1
TOTAL 97.1

To the total economic values received by the State the non-economic

»
valuos cited above, both positive and negative, must be added. Since
the degree to which those non-economic values accrue positive or nega—
tive benefits to the State Is somewhat subjectivo, certainly no

quantlfcatlon Is possible. However, they are very Important consid—

erations and any decision making process must reasonably Incorporate
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them in determining the overall equal value consideration.

Finally, it should be emphasized that tho agreement represents a
negotiated settlement, which is an extremely Important factor.
First, it can certainly be suggested that negotiation, particularly
regarding non-quant Iflable items, is man 3 best procedure for
reaching equity. Whllo this is not relied upon for legal founda—

tion here, it is nonetheless crucial for public policy reasons.

Second, a settled three party negotiation implies that each has
left the bargaining fooling that either he got a fair arid equal
share, or more likely, a better share than the others. The
Director would certainly assert the latter in terms of a
negotiated value for the State, but v/ould recognize that each
party may feel the same for Its own reasons and seek to demon—

strate this to Its constituency or higher authority.

Third, It is Important to convey some sense of tho "paths not
taken" rogarding trading Itorns and other values. While no
blanket conclusion Is possible, there can bo every assurance
that a comprehensive effort took place, over many months, to
seek out and discuss a multitude of alternatives before

roach Ing tho agreement heroin.

Conclusions arid Rocomnedatlons

This memorandum of transmittal has attempted to outline in a structured fashion
tho basis for State participation, the process of that participation, and the

results as found in the proposal. It Is my conclusion that State participation
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In the modified proposal as described above Is In the best Interests of the
State and that the State will receive considerable excess value for the value

it relinquishes. As your approval and the concurrence of the Governor are
needed to authorize State participation In this proposal, this document can
serve as basis for that decision, augmented by any further information you

may require. In this particular case since you have been very closely and con—
tinuously Involved with the process, and as the Governor has been fully briefed
at several different times, | believe most of the aspects are suitably covered
above, and In the complete files on this matter.

1 1
While It is my opinion, and that of most others 1 know who have addressed the
matter In detail, that the Executive Branch presently has the stale statutory
authority to execute this proposed land exchange, It is also true that questions
have been raised by members of the public and by legislators concerning the
adequacy of this authority. While 1 believe that these questions would certainly
be answered by tho courts In the executive®s favor, tho process of litigating
a test case v/ould bo Inordinately time-consuming. That Intervening litigation
period would protract tho commencement of passage of lands under the agreement,

a consoguenco which all parties regard as undoslrablo, and possibly fatal, If
the basic merits of tho agreement are accepted.

i
There 1Is no doubt that the proposed oxchungo cannot come to pass without prior
fedoral legislation clearing Its way under NEPA and Section 6(1) and dealing with
other matters of Implementation. Tho opportunity - perhaps tho o |y opportunity -

for such legislation Is upon us now with the omnibus ANCSA amendments bill.

After tho Congressional legislation Is passed, It of course will be necessary for
the State to assent to the oxchange. While the Commissioner Is authorized under

existing law to give that assent, unilateral executive action on a mattor of this
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magnitude v/ould be Inconsistent with the policy of the present administration that
all important social institutions should have the opportunity to participate to the
fullest extent possible In such decisions. Therefore, L believe the State should
structurf the proposed transaction so as to maximize the Legislature®s ability to
participate In tho decision. (Indeed, the Administration endeavored to involve
the Legislature throughout the public review process as tho proposal has been
developed.) The problem, of course, Is that there is no mechanism by which

the federal government can legally "negotiate" the matter through the Legislature
during the session, for Congress must act now to get federal authority for a
specific proposed transaction. Mor .is it likely under our Constitution that the

Legislature could, or would choose, to do so.

Given those premises, the only opportunity that the Stale has to insure that the
Legislature may pass upon the merits of the proposal Is for Congress to enact
legislation empowering the Secretary to consummate the transaction (removing
federal obstacles to the State"s participating), such legislation to be subject

to the State"s subsequent consent. The state administration, In Its turn, pledges
e|hat consent to the Congressional ly legislated "offer™ will he forthcoming, if

at all, only after rovlew and consideration by the Legislature. An action by the
Legislature disapproving tho exchange should e-osult In an action by the Governor

donying consent.

If tho doclslon Is made to seek legislative review tho time factor Is particularly
Important. for several reasons, Including the Congi esslonal need for certainty

tho Inoxorable progress of Cook Inlet"s appeal, and the dynamic nature of land
status In Alaska, final action by the State would bo needed as soon as practicable
consistent with tho Legislature®s need to have a thorough opportunity to review
tho proposal In sufficient detail to r,.jke responsible public policy. I bolleve we

would be In a position during the first week of the session to thoroughly brief



Guy R. MartIn-CIRl Proposal /2 December o, 19/5
members cf the Legislature and make available to them any Information we might have
concerning the proposal. Under that scenario it would appear that 50 to 60 days
should be sufficient time for the Legislature to thoroughly review the proposal,

particularly in view of the already widespread publicity and general public

awareness of the various aspects of the proposal.

I close with the request that action taken affirmatively and expeditiously on this
matter as | believe it to be a unique, perhaps singular, opportunity to achieve
a vital series of puol!c and privato objectives. It is important, and in my view,

right.
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October 30, 1975

Honorable Henry M. Jackson.

Chairman

Senate Committee on Interior
and Insular Affairs

Attn: Steve Quarles

3106 Dirksen Building

Washington, D.C. 20510

Dear Chairman Jackson:

It is our understanding that the Interior Committee will soon commence

its markup of certain proposed amendments to the Alaska Native Claims
Settlement Act. With this ir. mind, | am writing to communicate the
Commission®s strong support for amendatory legislation relating to the
land entitlement of Cook Inlet Region, Inc., and its constituent villages,
as such legislation is described in the recently announced agreement
between Cook Inlet and the State of Alaska.

For the past three years, the Commission has been actively involved in
efforts to resolve the land-related problems v/hich have confronted Cook
Inlet and its constituent villages. These efforts have taken the form
of technical assistance to the regional corporation and, more recently,
to the State of Alaska, and recommendations to the Secretary of the
Interior with respect to the location and quantity of withdrawals needed
to help satisfy the requirements provided in Section 11(a)(3) of the
Settlement Act. Most recently, the full Commission has considered the
tentative agreement arrived at between Cook Inlet and the State of
Alaska. On the basis of this consideration, which took place at a
Commission meeting held on October 24-25, 1975, 1 have been authorized
to communicate our unanimous support for the approach taken in the
proposed agreement.

The Commission®s position is premised on the following principal con—
siderations. First, in our opinion, a significant portion of the
acreage presently withdrawn for possible selection by Cook Inlet does
not meet the qualitative criterion provided in Section 11(a) (3) of the
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Settlement Act. In arriving at this conclusion, we are cognizant of tho
Federal District Court®s ruling in Cook Inlet v Morton, and are con—
strained to disagree with that portion of the ruling which relates to
compliance with the criteria specified in Section 11. Second, the land
status pattern in the Cook Inlet region, which encompasses large Federal
withdrawals and significant acreage in State and private ownership,
indicates that it would be very difficult for Cook Inlet to obtain a
satisfactory land entitlement in the absence of the land exchanges and
other mechanisms provided in the pending agreement. Third, imp.1-fientation
of tha agreement would greatly improve land management within the Cook
Inlet region by consolidating Federal, State, and Native ownership in
areas which aptly reflect the interests of tha various parties. Thus,
for example, the agreement would result in Native ownership of certain
areas on the Kenai"Peninsula which, by virtue of their location, soils,
and other characteristics, appear suitable for private settlement and
development. Similarly, the State would obtain additional lands in the
Bristol Bay watershed, which is of critical importance to the State for
its fishery and recreational values, and the Federal government v/ould be
assured of a viable management unit in the Lake Clark area, which has
been proposed for national park status pursuant to Section 17(a)(2) of

the Settlement Act. Improved management and ownership patterns would
also result in other areas of the Cook Inlet region, including the
Talkeetna Mountains and the Kenai Peninsula. Fourth, the proposed

agreement v/ould lessen the impact of private ownership on the Kenai
National Moose Range by reducing the total acreage that might otherwise
be transfered to Native corporations and by requiring that certain
protective measures be taken in a significant portion of the lands that
would be conveyed. In short, implementation of the agreement v/ould
permit the creation of rational patterns of land management ard owner —
ship which reflect the varied interests of the parties involved.
Neither the administrative nor judicial alternatives afford the flexi—
bility which is necessary to accomplish this result.

In supporting the proposed agreement, the Commission does not mean to
minimize the technical and other problems which must be overcome prior
to its final adoption. For example, there are certain legal issues
which must be addressed. However, the research conducted by our staff
and more extensive work performed by attorneys for Cook Inlet and the
State indicate that solutions to these problems do exist. Moreover,
since the agreement would authorize Cook Inlet to select lands within
the boundaries of certain other regional corporations, tha views of
those corporations must be considered with great care, and an effort
must be made to insure that in the process of improving land ownership
and management patterns in the Cook Inlet region, we do not jeopardize



the opportunity to create sensible patterns in other areas of the State.
In addition, full participation on the part of Cook Inlet™ constituent

villages and groups will be required, for the agreement calls for the
relocation of certain withdrawals made for their benefit. We believe

that the participation and cooperation of all of the parties to the

agreement and other affected Native corporations will create an atmosphere

in which possible problems can be resolved .and the objectives of the
current proposal can be successfully achieved.

Thank you for your consideration of this correspondence.

Sincerely,

Burton W. Silcock
Federal Co-Chairman

cc: Senator Ted Stevens
Senator Mike Gravel
Royston C. Hughes, Assistant Secretary, Program Development and
Ken Brown, Legislative Counsel, Department of the Interior
Guy Martin, Commissioner, State Department of Natural Resources
Michael C.T. Smith, Director, State Division of Lands
Sam Kito, President, Alaska Federation of Natives
Roy Huhdorf, President, Cook Inlet Region, Inc.

Budget



JAY S. HAMMOND

GOVERNOR

S*atu oF A las ica
OFFICE OF THE GOVERNOR
ituN Myu

February 20, 1976

The Honorable Nels A. Anderson, Jr.
Chairman

House Resources Committee

Alaska State Legislature

Pouch V Capitol Building

Juneau, Alaska 99811

Dear Chairman Anderson:

I would like to cooperate with the Senate and House
Resources Committees in their efforts to evaluate the
Cook Inlet-State of Alaska Land Trade.

However, 1 cannot grant your request of February 16 for
a 30-day extension of the March 12 deadline because it
is out of my power to do so. Subsection 1 of Section 12
of the Act incorporates by reference the terms of the
agreement of the parties (see page 42 of the House
Report accompanying 6644).

Three conditions must exist before the Secretary of the
Interior may act, the first of which is that the State
of Alaska, within 60 days of the effective date of the
Act, January 12, 1975, must irrevocably commit to the
transaction: "Upon consent by the State of Alaska to
be bound by the terms and conditions of this Document,
which consent must be given, if at all, within 60 days
of the commencement of the 1976 Session of the Alaska
State Legislature, the State of Alaska shall convey to
the United States for reconveyance to CIRI the lands
described in Appendix C to this Document."”

I believe that it is not only unrealistic to expect the
federal Congress to pass yet another bill, but also
inappropriate for us to expect them to do so when a
little extra energy and committment by all of us can
accommodate the March 12 deadline.

I assure you that I will do what 1 can to encourage the
joint State-Federal Land Use Planning Commission to



United States Department of the Interior

OFFICE OF THE SECRETARY
WASHINGTON, D.C. 20240

Heb 29

Honorable Avrum M. Gross
Attorney General

State of Alaska

Department of Law

Pouch K
Juneau, Alaska 99011

Dear Mr. Gross:

This is in response to your inquiry of February 23, 1976.
Specifically, you inquire whether lands described in sub-
section I1C(2)(e) of Terms and Conditions for Land Consoli-
dation and Management in Cook Inlet Area (Il. R. 94-729,

94th Congress, 1st' Session, December 15 1975; hereinafter
Terms and Conditions), may be transferred to the State of
Alaska by the Federal Aviation Administration for airport
purpos es. It is our understanding that FAA has the authority
to make such a transfer by virtue of the Airport and Airway
Development Act of 1970, 49 U.S. C. 8§81701-1741 (1970).

Subsection IC(2)(e) of Terms and Conditions provides that
Cook Inlet Region, Inc., may not include certain lands,
including Point V/oronzof, in the selection pool created by
this document. The subsection further provides that:

[S]Juch lands shall be reserved by the United
States for early conveyance to the State for
park and recreation purposes as an integral
part of the consideration for this document.

The issue is whether this provision precludes transfer of
part of the Point Woronzof tract to the State of Alaska by the
FAA for other than park and recreation purposes, if the
transfer were otherwise authorized by law.



The Terms and Conditions must be read in conjunction with
section 12 of P. L. 94-204, January 2, 1976. This section
directs the Secretary, after certain conditions are met, to
make a number of conveyances to Cook Inlet Region, Inc. ,
and to the State of Alaska. The mandatory conveyances to
the State of Alaska are described in paragraph (d) of
section 12, and this paragraph refers to the Terms and
Conditions to clarify the identities and amounts of lands to
be conveyed to the state. Section 12 does not specifically
direct the Secretary to convey Point Woronzof to the state
for park and recreation purposes. Paragraph (b) of section 12
states that the duties and obligations of the United States and
Cook Inlet Region, Inc. , under the Terms and Conditions,
are ratified as a matter of federal law.

V/e should note that it certainly was not the intention of the
Departmental or State negotiators that the subject provision
be construed as exclusive. And we are not aware of any
reason why legislation authorizing a transfer of land to the
state for park and recreation purposes should be construed
as prohibiting a transfer of those lands to the state for airport
purposes, if that transfer were also authorized by law.
Apparently, the State of Alaska desires to receive part of
Point Woronzof for airport purposes, rather than for park
and recreation purposes. We see no impediment to such an
action, if the proposed FAA action is authorized by law.

Sincerely,

E. U. Curtis Bohlen
Deputy Assistant Secretary for
Fish and Wildlife and Parks



March 3, 1976

Representative Terry Gardiner
Juneau, Alaska

Dear Rep. Gardiner;

| want to make It clear for the record that Cook Inlet Region agrees
with the state that nothing iIn the terms and conditions included in
House Report 94-729 is intended to require a conveyance by the federal
government that would preclude the use of Point Woronzoff by the
state or the borough for public purposes including an airport runway.

e have joined the state in urging the Department of the Interior
to issue an opinion that would confirm the needed flexibility in the
state. It is my understanding that such a letter is on the way.

Sincerely,
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Original sponsor: Rules Committee by
request of the Governor

IN THE HOUSE BY THE JUDICIARY COMMITTEE
CS FOR HOUSE BILL NO. 784
IN THE LEGISLATURE OF THE STATE OF ALASKA
NINTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the Cook Inlet land exchange; and
providing for an effective date."

BE IT ENACTEDBY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. PURPOSE. The purpose of this Act is to provide for settle—
ment of certain claims and in so doing to consolidate land ownership among
the United States, the Cook Inlet Region, Incorporated, and the State of
Alaska in order to facilitate land management, to create land ownership
patterns which encourage settlement and development in appropriate areas, to
facilitate implementation of the Alaska Native Claims Settlement Act by re—
solving problems created in context of the Act by the concentration of
state patented land selected within trie Cook Inlet region and to preclude the
need foi regional selections that would impact important state interests.
The legislature finds the Cook Inlet land exchange is a matter of statewide
significance, 1is in the general public interest, will accomplish the
purposes set out and will both settle existing litigation and foreclose
possible protracted and devisive litigation.

* Sec. 2. APPROVAL OF TRANSFER. The governor 1is authorj.zed toconvey
to the UnitedStatesfor exchange with Cook Inlet Region,Incorporated, that
land described in Appendix C of the agreement entitled "Terms and Conditions
for Land Consolidation and Management 1in the Cook Inlet Area, December 10,
1975" set out in House of Representatives Report No. 74-729, 94th Congress,
First Session in accordance with the conditions of that agreement. The
conveyance shall pass all the state ™ right, title and interest in the land,
including the mineral subsurface estate notwithstanding any other provisions

, I, 7-1- JLxoktc CSHB 784

22,5,°15.000 - OaU-e

f rtotr: ira-iaWM IB agaa 03072
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of law.

* Sec.

3.

A \pU

WAITVERS. The provisions of AS 38.05.125 and 38.95.060(c) do

"lot apply to a conveyance made under this Act.

* Sec.

070(c).

CSHB 784

4.

This Act takes effect

immediately

in accordance with AS 01.10,



Land Use "Manning Commission
For Alaska

T nu
ANX'HO

[TH v.,":ce, S™:i  -oft
JIACK, ALASKA "J3501

October 30, 1975

Honorable Henry M. Jackson

Chairman

Senate Committee on Interior
and Insular Affairs

Attn: Steve Quarles

3106 Dirksen Building

Washington, D.C. 20510

Dear Chairman Jackson:

It is our understanding that the Interior Committee will soon commence
its markup of certain proposed amendments to the Alaska Native Clainms
Settlement Act. With this in mind, | am writing to communicate the
Commxssion®s strong support for amendatory legislation relating to the

land entitlement of Cook Inlet Region, Inc., and its constituent villages,

as such legislation is described in the recently announced agreement
between Cook Inlet and the State of Alaska.

For the past three years, the Commission has been actively involved in
efforts to resolve the land-related problems which have confronted Cook
Inlet and its constituent villages. These efforts have taken the form
of technical assistance to the regional corporation and, more recently,
to the Scate of Alaska, and recommendations to the Secretary of the
Interior with respect to tha location and quantity of withdrawals needed
to help satisfy the requirements provided in Section 11(a)(3) of the
Settlement Act. Most recently, the full Commission has considered the
tentative agreement arrived at between Cook Inlet and the State of
Alaska. On the basis of this consideration, which took place at a
Commission meeting held on October 24-25, 1975, |1 have been authorized
to communicate our unanimous support for the approach taken in the
proposed agreement-

The Commission®"s position is premised on the following principal con—
siderations. First, in our opinion, a significant portion of the

acreage presently withdrawn for possible selection by Cook Inlet does
not meet the qualitative criterion provided in Section 11 (@) (3) of the
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Settlement Act. In arriving at this conclusion, we are cognizant of the
Federal District Court"s ruling in Cook Inlet v Morton, and are con—
strained to disagree with that portion of the ruling which relates to
compliance with the criteria specified in Section 11. Second, the land
status pattern in the Cook Inlet region, which encompasses large Federal
withdrawals and significant acreage in State and private ownership,
indicates than it would be very difficult for Cook Inlet to obtain a
satisfactory land entitlement in the absence of the land exchanges and
other mechanisms provided in the pending agreement. Third, implementation
of the agreement would greatly improve land management within the Cook
Inlet region by consolidating Federal, State, and Native ownership in
areas which aptly reflect the interests of the various parties. Thus,
for example, the agreement would result in Native ownership of certain
areas on the Kenai Peninsula which, by virtue of their location, soils,
and other characteristics, appear suitable for private settlement and
development. Similarly, the State would obtain additional lands in the
Bristol Bay watershed, which is of critical importance to the State for
its fishery and recreational values, and the Federal government would be
assured of a viable management unit in the Lake Clark area, which has
been proposed for national park status pursuant to Section 17(a)(2) of

the Settlement Act. Improved management and ownership patterns would
also result in other areas of the Cook Inlet region, including the
Talkeetna Mountains and the Kenai Peninsula. Fourth, the proposed

agreement would lessen the impact of private ownership on the Ktnai
National Moose Range by reducing the total acreage that might othervise
be transfered to Native corporations and by requiring that certain
protective measures be taken in a significant portion of the lands that
would be conveyed. In short, implementation of the agreement v/ould
permit the creation of rational patterns of land management and owner —
ship which reflect tho varied interests of the parties involved.
Neither the administrative nor judicial alternatives afford the flexi—
bility v/hich is necessary to accomplish this result.

In supporting the proposed agreement, the Commission does not mean to
minimize the technical and other problems which must be overcome prior
to its final adoption. For example, there are certain legal issues
which must be addressed. However, the research conducted by our staff
and more extensive work performed ay attorneys for Cook I:\iet and the
State indicate that solutions to these problems do exist. Moreover,
since the agreement would authorize Cook Inlet to select lands within
the boundaries of certain other regional corporations, the views of
those corporations must be considered with great care, and an effort
must be made to insure that in the process of improving land ownership
and management patterns in the Cook Inlet region, we do not jeopardize



the opportunity to create sensible patterns in other areas of the State.
In addition, full participation on the part of Cook Inlet"s constituent
villages and groups will be required, for the agreement calls for the
relocation of certain withdrawals made for their benefit- We believe

that the participation and cooperation of all of the parties to the
agreement and other affected Native corporations will create an atmosphere
in which possible problems can be resolved .and the objectives of the
current proposal can be successfully achieved.

Thank you for your consideration of this correspondence-

Sincerely,

Burton w. siicock
Federal Co-Chairman

cc: Senator Ted Stevens
Senator Mike Gravel
Royston C. Hughes, Assistant Secretary, Program Development and Budget
Ken Brown, Legislative Counsel, Department of the Interior
Guy Martin, Commissioner, State Department of Natural Resources
Michael C.T. Smith, Director, State Division of Lands
Sam Kito, President, Alaska Federation of Natives
Roy Huhdorf, President, Cook Inlet Region, Inc.
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Nasfea  “egislature

POUCH V
JUNEAU. ALASKA 99811

February 16, 1976

The Honorable Jay S. Hammond
Governor, State of Alaska
Pouch A, State Capitol
Juneau, Alaska 99811

Dear-Governor Hammond,

Following several days of comprehensive hearings in Anchorage and
Juneau, many questions relating to the Cook Inlet - State of Alaska
land trade remain unresolved.

The joint Senate and House Resources Committees are now sifting the
testimony received. In addition, we have requested the joint State-
Federal Land Use Planning Commission to thoroughly examine the matter
and report its findings to the Legislature. | am sure that you too
would welcome their researched and reasoned contribution..

We are advised by both the Federal and State co-chairmen that they
cannot complete their report prior to March IUth. This is only two
days before the date given to the Legislature to comply with your
request that it render either approval or disapproval on the matter.

Therefore, we respectfully request that you assist in securing a 30
day extension to the Legislature, so that it can complete its omn
work toward a reasoned decision of acceptance or rejection of the
Terms and Conditions of the land trade between the State of Alaska
and the Cook Inlet Regional Corporation.

Sincerely yours

Kay Poland Nels A. Anderson, Jr.
State Senator Representative

KP:ss

CC:  Chancy Croft, Senate President
Mike Bradner, Speaker of the House
Mr. David Jackman
Mr. Burton Si lcock



JAY S.

HAMMOND

Statk ok Alas ka
OFFICE OF THE GOVERNOR
JUNKAv

February 20, 1976

The Honorable Kay Poland
Chairperson

Senate Resources Committee
Alaska State Legislature
Pouch V Capitol Building
Juner””, Alaska 99811

Dear Kay:

I would like to cooperate with the Senate and House
Resources Committees in their efforts to eveiuate the
Cook Inlet-State of Alaska Land Trade.

However, 1 cannot grant your request of February 16 for
a 30-day extension of the March 12 deadline because it
is out of my power to do so. Subsection 1 of Section 12
of the Act incorporates by reference the terms of the
agreement of the parties (see page 42 of the House
Report accompanying 6644) .

Three conditions must exist before the Secretary of the
Interior may act, the first of which is that the State
of Alaska, within 60 days of the effective date of the
Act, January 12, 1975, must 1irrevocably commit to the
tiansaction: "Upon consent by the State of Alaska to
be bound by the terms and conditions of this Document,
which consent must be given, if at all, within 60 days
of the commencement of the 1976 Session of the Alaska
State Legislature, the State of Alaska shall convey to
the United States for reconveyance to CIRI the lands
described in Appendix C to this Document.”

I believe that it is not only unrealistic to expect the
federal Congress to pass yet another bill, but also
inappropriate for us to expect them to do so when a
little extra energy and committment by all of us can
accommodate the March 12 deadline.

I assure you that | will do what I can to encourage the
joint State-Federal Land Use Planning Commission to
expedite their deliberc
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1. 'I'nc I'nited States shall convey to Cook Inlet Region, Inc.. tin?

follow ing lands:

A. Sixteen ( Hi) sections of nind. as descrilied in Appendix A, pres-
ently within the boundaries of the Kenai National Moose Range, ex-
cluding the lied of Lake Tustaininn. hut to he removed from the
boundaries of the Range. The conveyance of these lands shall he sub-
ject to tlu* follow ing conditions:

(1) Included in tlullands described in this paragraph shall be-
It restricted /.one of lake front and river front lands, not to exceed
an average of Hit) acres per linear mile, to he measured from the
high water line, the exact boundaries to he determined hy mutual
agreement between CIRI and the Secretary no later than Septem-
ber 1. I)7(i. The conveyance of the lands within this zone shall
contain the following restrictions so long as Lake Tustumena re-
mains a part of the Range:
(a) A restrictive convennnt running with the land which
provides that, no development shall take place or facilities Ihi

85



constructed within the zone, except those, which are directly
necessary to support water dependent activities, such as a boat
dock, airplane tie-up and marina. Reasonable access to these
facilities will be permitted. It is contemplated that a lodge
may also be located within the restricted zone, provided, how-
ever. that the lodge shall be of such a design, size and at a
location agreed upon by the I’'nited States Fish ami Wildlife
Service. CIR I must submit a request, in writing to the Fish
and Wildlife Service for approval of any construction or de-
velopment within the zone, which approval will not la* un-
reasonably withheld. The Fish and Wildlife Service will
notify CIR1 of its decision on any such request within 1.JO
days of receipt of such request, and failure of any response
will ho considered as approval.

(b) a provision that CIRI1 will not sell the lands to any
third party for a period of J> years from the date of the
conveyance, without, the consent of the Secretary.

(c) a provision that CIRI ami its assigns will oiler the
United States the right of first refusal to purchase the lands
if the lands are ever sold. The right of first refusal shall
for a period of 1J0 days from the date of notice in writing lo
the United Slates that the owner of the land has received a
Itonutide oll'er of purchase. The United States shall not he
deemed to have exercised its right of lirst refusal if the owner
does not consummate (his sale in accordance with notice to
the. United Stales.

(d) the conveyance of the lands comprising this restricted
zone shall not. include the bed of Luke Toslamcna and shall
only convey the surface estate lo Cl 111. The United States
shall retain the rights in oil and gas and all minerals, incbid-
inglmt not limited to common varieticsof minerals.

(e) tlie I iiitcd States reservest lie right ol rc-entrv on tliesc
lands to he exercised upon occurrence of the following con-
ditions:

(1) The United Stales obtains a linal judirmeut in

proceeding in law or equity lo enforce in whole or in
part llie rest riel i\c mvena lits rontaitied in Ilie convc \:itn> =
of the lands described in ibis .-eel ion : ami

(J) subsequent to sm-li linal judgment, lhe | uitl
States institutes proceedings in law or equity to enforce
the provisions of the restrictive covenant:- which were
the subject of tin* linal judgment obtained in subpara-
graph (1) of this paragraph, The right of re entry shall
In' asserted in such subsequent action but may not Ir*
actually exercised except upon and iu accordance with
the liual judgment in favor of the United Slates iu such
subsequent action.

(:$) such right of re-entry shall In* limited, in any case,
to (In* lands which were the subject of Ihe final judgment
referred to in subparagraph (1) hereof.

(J) The remainder of the lands described in Appendix A shall
he, conveyed to CI1Jl without restriction, other than the rcservn-

cU



tion of those easements authorized by 17(b) of ANCSA or other
applicable federal statutes. The conveyance of such remainder
shall include both the surface and the subsurface estates to such
lands.

B. Three and fifty-eight one hundreds (3.5S) townships of the sub-
surface estate to oil and gus and coal as identified in Appendix B ; pro-
vided that tho United States shall retain all other minerals including
hut. not limited to common varieties of minerals; ami provided that
the right to extract co 1shall be conditioned upon the opening for the
extraction of coal of that, portion of the Itange in which these lands are
located, and provided further, that coal shall only be extracted iu a
liquid or gaseous state. The extraction of oil and gas and coal shall
he conducted in accordance with a surface use plan approved by tho
Secretary. Such ...traction shall ho undertaken in accordance with
the most advanced technology commercially available at that time and
causing the least practicable temporary and permanent harm to tho
fish and wildlife habitats of the Range. Any surface damage caused
hy the exercise of the rights herein must be repaired or reclaimed by
(TIM, its successors and assigns, as rapidly as practicable without un-
reasonable interference with the rights of extraction. The United
States shall make available to CIRI, its successors and assigns, sand
and gravel us is reasonably necessary for the construction of facilities
and rights of way appurtenant to the exercise of the rights conveyed
under this section, pursuant to tho provisions of 30 U.S.C. (101 et. soq.,
and the regulations implementing that statute which are then in cfl'eet.
Bv mutual consent of CIR1 and the. Secretary, CIRI may exchange
any interest described in this paragraph for other mineral interests of
equal value outside the boundaries of the Ivenai National Moose
Range.

(1) All federal lands and interests in lands within the following:

(a) T.10S.,R.0IV.,,K. M. (1lealy); and
(b) T.20N.,R.0 10.,S.M. (fllcnn Highway).

(2) T 1N It21 1V, S. M. (sections 13, I, 15,22,23,21, 25.20. 27. 28,
32, 33, 34, 35, 30). The Secretary shall only convey the rights to
metalliferous minerals in the land heroin described. I0xtraetion of such
minerals shall be subject lo a surface list* plan submitted by ('IK! and
approved by the Secretary. Surface use of (lie purposes of exploration,
ext met ion, access and beiiel'aeial ion shall he conducted in accordance
with llie most advanced technology commercial’, v available at that time
consistent with the exercise of the rights conveyed under lhis subpara
graph. CIRI. its successors and assigns, shall Inf required to repair
and reclaim any surface damage as rapidly as practicable eoiisisienl.
wit b (lie reasonable exercise of such mineral rights.

(3) TI1S.1i21 W.S. M. (Sections 3-10, 15 22,20 ml 30) The Sec-
retary shall IranslVr to ('l Rl the above described lands in fee simple.
Such conveyance shall he subject to a restrictive eonveilin' . running
with the land, providing lluil the surface shall only he used for pur-
poses reasonably incident to mining and mineral extraction, including
processing and lIrausporlaiion. The Secretary shall also convey lo
<'llt1 an easement fora port which shall reasonably provide for receiv-
ing, shipping, storage and incidental handling, and incidental facil-
ities thereto, of the minerals extracted from the la ids conveyed under



tins

subparagraph. The Secretary shall also convey to CIRI a trans-

portation easement to provide for transportation by road, rail or pipe-

line.

of the minerals from the above described lands to the port

easement. The. Secretary and CIR I shall mutually agree upon the lo-
cation of the port and transportation easements.

C.

(1) Twenty nine and sixty six one Inn dredths (29.GR) townships

from any federal public lands withdrawn under sections 11(a)(1),
11(a) (.1),and 17(d) (1) without the exterior boundaries of Cook Inlet
Region: to be identified in the manner herein provided: provided that
if CIRI's total entitlement under Section 12(c) of ANCSA is deter-
mined to be greater or less than fi4 townships, the number of town-
ships to be conveyed under this paragraph (hereinafter out-of-Region
entitlement) shall lie increased or decreased one for one.

(a) lands to lie nominated and conveyed under this paragraph

C -1 shall lie limited us follows: The entitlement shall lie satis-
fied from landsx. ithin Ahtna Region. Bristol Rav Region, Calista
Region. Cltugach Region, and Doyon Region. With the concur-
rence of the Secretary and the State and any aHeeled Region other
than those described above, selections may be made from one or
more of the other Regions, on the basis hereinafter described or
on such other basis as the parties sA " , y agree.
C IR shall not nominate any of the following:
(1) lands located west of the Hit degree west longitude of
(itecnwich Meridian
(2) lands within Areas of Environmental Concern as de-
scribed in the Secretary’s 1970 Four Systems proposals to
Congress
(:i) lands within any of the Secretary's IHTfi Four Sys-
tems pronosals to (,'engross
(1) lands made available to the Stale for selection pursu-
ant to Sections 2 and & of the State-Federal Agreement of
September 1.1972.

(h) By May 1. 107R the Secretary shall, after consultation with

tlu* State, submit lo CIRI a list of nrens where approval of ont-of-
Region selections is unlikely. CIRI may thereafter nominate to
the Secretary, wit li simultaneous notice to Ihe State, a township or
townships for selection. Within 120 days after such nomination,
the Secretary after consultation wilii the Slate shall approve or
disapprove il for withdrawal for placement in the select ion pool as
described herein. By October 1S, I)7K CIRI must nominate at
least 0 limes its remaining out of-Region entitlement. If the
Secretary fails to approve a pool of three times that remaining
out-of-Region entitlement from said nominations, then he and
CIRI. by mutual consultation and study, shall agree by Janu-
ary IK, |'>7) on suHieicnl additional townships to compose that
number. The Secretary must, on that date, report lo Congress as
to the operation of this selection mechanism, and the need for re-
medial legislation, if required, Upon completion of the pool, the
State and CIR1 shall commence a striking and selecting process.
The State may strike ten percent of the pool and the Region may
select, a number of townships equal to ten percent of the original
pool. Alternate strikes and selections of live percent of the
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original pool shall continue until CIRI's out-of-Region entitle-
ment is. as defined in this paragraph, satisfied. The State and
CIR 1 must complete this process within four months of comple-
tion of the pool. Notwithstanding the foregoing, with the con-
sent of the United Stales, State ot Alaska, and CIRI, lands may
he conveyed wihout resort to the pool and striking mechanism
herein provided, or in the manner described in subparagraph 2
of this paragraph C, in which case the number of townships to he
nominated, pooled, struck and selected, shall be reduced pro-
portionately.

(c) Tho State may continue to select lands under the Statehood
Act which may be all'ccted by this paragraph C, provided how-
ever, that any Regional nomination made hereunder shall he
superior to and take precedence over any such State selection made
after July 13, 1975. None of those lands selected by the State under
the Statehood Act. after July 18, 1975, and also nominated by
C IR pursuant, to this paragraph C, shall he tentatively approvad
for patent to the State, by the Department of the Interior for so
long as these lunds are potentially available to CIR I under this
subparagraph unless CIR1 has consented to such tentative ap-
proval.

(d) Lands approved by the Secretary for the out-of-Region
pool shall, as of tlic date of such approval, he withdrawn from all
forms of entry and location under the Public Land Laws includ-
ing the mining and mineral leasing laws, hut not from selection
hy the State, for so long as the said lands shall he included in the
said pool.

(e) Prior to nomination of any townships for secretarial ap-
proval. the Region shall obtain the consent of other Native Cor-
porations where applicable, and a copy of such consent shall be
attached to such nomination.

if) CIRI shall select its out-of-Region entitlement in blocks no
less 11inii :t(i sect ions in size, along section lines, with no segmentof
an exterior line less than six miles in length, unless the Secretary
specifically authorizes another manner of selection.

(g) CIRI niny, with ... of tho Secretary and the Stalll
select that portion of the mineral estate reserved hy the United
States in a township if the remainder of the estate may not he
legally or readily available for selection, in which case, however,
such substitute selection shall he treated as full satisfaction of tlie
entitlement represented by the acreage involved and no additional
selection rights shall arise hy reason of the lack of conveyance of
Ihe entire estate.

(li) It is the intent of the Secretary anil the State that all out
of Region selections shall he as com pad us is practicable, and lhat
wherever possible. CIR1 shall select lands which arc contiguous
lo privately-owned lands,

(i) Nothing in this paragraph shall he construed as limiting
any Congressional review and approval of the Secretary's 7.l
four systems proposals to Congress.

2(a) The Secretary, in conjunction with the (lencral Services Ad-
ministrator, shall promptly identify and lake the necessary steps by



January li>, 1078. to create a selection pool which shall consist of all
the following lands, within the exterior boundaries of the Cook Inlet.
Region, now in existence or hereafter coining into existence by Janu-
ary 1B, 1978:

(i) abandoned or unperfected public land entries, provided
however, that the United States shall not be obligated to initiate
any adversary proceedings othe- than an adjudication by the
BLM to determine if such entries are abandoned or unperfected,
and the burden of identifying such lands shall beon CIR I;

(ii) federal surplus property;

(iii) revoked federal reserves;

(iv) cancelled or revoked power site reserves, with the excep-
tion of the Bradley Lake reserve, reserves in the Lake Clark pro-
posal, and the Chakachamna Lake reserve, if any are ever can-
celled or revoked:

(v) public lands created hy the reduction of federal installa-
tions as defined in Section 15(e) of ANCSA, except that, if such
lands are within a Section 11(a)(1) withdrawal area, they shall
ho subject to prior Village Corporation selections properly tiled
prior to December 18,197f>; and

(vi) any other federal lands ns agreed hy the State the Region
aiul tho Secretary, including hut not limited to lands withdrawn
under Section 17(d)(1) of ANCSA ami not withdrawn for any
other purpose.

The Secretary shall notify CIRI1 after any above-described lands
haVOboon placed in the pool. ARith Ihe concurrence of CI HI. the State
and any other concurrence that may he required under paragraph 1I-
C(1)(e) of this Document, the Secretary may. in. his discretion, con-
tribute to such pool properties of one or more of Ihi* foregoing cate-
gories from wit limit the houi',,*ijies of the ('ook Inlet Region, prox ideil
that properties described iu .subparagraphs (2)(u)(ii) and (2)(a)
(iii) of this paragraph shall he removed from the pool if not selected
hy CIR1 within Is(* days alter the Secretary notifies CI1JI that such
properties have been placed in the pool nr valued hy the Secretary in
Subparagraph 2 (c) of thisdocument whichever date is later.

(b) The St :lo shall la* advised of all properties located within the
exterior Immulni‘ics of Cook Inlet Region to lie placed in the pool
described in subparagraph 2 (a) and may require Secretarial consulta-
tion with the Joint Land Use Planning Commission with respect to
any specific piece of property so included, except those iu subpara-
graph 2(a) (i) hereof, lo determine whether private ownership of
such property would he incompatible with reasonable land-manage-
mont principles; provided, that the Secretary shall not la¥ hound hy
any recommendation of the Joint Land Use Planning Commission.
Tho Secretary shall notify the Slate, CIRI and the Commission of
his decision in writing. The State may conclusively object, to tin* in-
elusion in the pool of up to 1,500 of the acres, described in paragraph
2(n)(i) and 2(a)(iv). and additional lands within these txvo cate-
gories may lie excluded from the pool upon replacement by the Stale
with lands of equal values. Lands not included in the pool as result
of the State's conclusive object ion or which have been replaced by the



State under this subparagraph shall, immediately upon their exclusion
or replacement from the pool thereby, bo made available by the Secre-
tary to the State for selection under the Alaska Statehood Act for a
period of IK)days to the exclusion of all competing claims or parties.
(c) Unless specifically excepted by the Secretary, all tracts of land
and improvements thereto in said pool shall be. appraised by oik*or
more appraisers mutually agreeable to CIR 1 and the Secretary.
(d) CIRI shall he entitled to select any tract, of land from said
pool in exchange, for its out-of-Region selection rights, in part or in
whole and pro tanto, in satisfaction thereof, in the following manner:
(1) any tract of land and improvements thereto specifically
excepted from appraisal by the Secretary as described in sub-
paragraph (c) of thi3 paragraph may be exchanged acre for acre:
(2) any tractof land and improvements thereto valued by CIRI
and the Secretary, after review of the appraisals, at less than
$500* per acre at fair market value, may Intf exchanged acre for
acre;
(:)) any tract of hind and improvements thereto valued by CIR |
and the Secretary, after review of the appraisals, at $500 per
acre or more at fair market value shall bo exchanged as follows;
(i) for each acre of land in suid tract, each valued incre-
ment. of $500 or proportion thereof siinll he considered an
acre of land or proportion thereof, in tlu* same proportion,
hereinafter called an “acre/equivalent”; and
(ii) any acre/equivalents may he exchanged for any acres
'of CIRI's out-of-rwgion entitlement.
(e.) Anything in the foregoing provisions notwithstanding, the se-
lection pool created hereunder shall not include or affect lands within
tlu* Point Woronzof. Point. Campbell, (loose Lake, and Cnmpbell
tracts, to which CIR I waives any claim which it may have had: and
such lands shall be reserved by thellnitcd Slates for early conveyance
to the State for park and recreation purposes as an integral pari, of
the consideration for this Document. i
(f) The Secretary shall utilize his best efforts to maximize the pool
through tlu* use of all available properties within the described cate-
gories in order to enhance the opportunity for the land exchanges
tleserihed herein. If. hy January 15, 197K, llie Secretary and the Gen-
eral Services Administrator have not identified for the pool at least
1StS,2*10 acres, or acre/equivalents of lands within the exterior inimul-
aries of Cook Inlet Region, the Secretary shall add to the pool an
amount equal to the difference between 1118,210 acres, or acre/equiva-
lents. and the number of acres so identified from the following:
(1) with the consent of the State, lands located within the
boundaries of the Region, withdrawn for the purposes of section
17(d)(1) of ANCSA. and valued hy the Secretary and CIRI at
$200 per acre, or more.
(2) with the consent of the State and CIRI, lands described
in subparagraph 1-C(2)(a) of this Document from without
the exterior boundaries of Cook Inlet Rugion.
C IR 1 must select all lands in the j*>ol located within the Region which
are valued by the Secretary and CIR I ut $200 per acre, or more, until
C IRl has selected 1118,240 acres, or ucre/equivalents as descrilied in
subparagraph :I(i) of this paragraph.
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(g) No Inter tlian 90 days following the conclusion of the period for
creation of the pool as specified in subparagraph (1) hereof, the. Sec-
retary shall, with the assistance of the General Services Administrator,
report to (oi11gross on the status of the conveyances under paragraph
C and the need for remedial legislation, if required.

(h) Conveyances under this subparagraph 1-C (2) shall not be sub-
ject to the provisions of Section 22(1) of ANCSA.

Il. Upon consent by the State of Alaska to be bound by tho terms
and conditions of this Document, which consent must be given, if at
all, within 60 days of the commencement of the 1976 Session of the
Alaska State Legislature, the State of Alaska shall convey to tho
United.States for reconveyance to CIR I tho lands described in Ap-
pendix C to this Document, Said lands shall be considered State,lands
until the United States accepts the State deed of title. Upon accept-
ance of a State deed of title, the Secretary shall withdraw the. lands
conveyed thereby, subject to valid existing rights, from all forms of
appropriation under tho public land laws, including the mining and
mineral leasing laws, and from .selection under the Alaska State-
hood Act, as amended; such withdrawal to expire upon reconvey-
ance of said lands to CIRI.

I1l1. A. The Secretary shall convey to the State of Alaska all right,
title and interest of the United States in and to all of-the following
lands:

(i) At least. 22.8 townships and no more than 27.0 townships
of lands from those presently withdrawn under section 17(d) (2)
of the Alaska Native Claims Settlement Act in tho Lake Uiamnn
uroa and within the Nushagnk River and Koksetna drainages
near lands heretofore selected by the State, the amount and idcn-

. tities'of which shall be determined pursuant to Appendix 1)

hereof; nnd

(ii) Twenty-six townships of lands in the Talkeetna Mountains.
Kamishak Hay, and Tutnn Lake areas, the identities of which are
set forth in Appendix F hereof.

AH lands granted to the State of Alaska pursuant, to this subsection
shall lie regarded for all purposes as if conveyed to the State under
and pursuant to section (» of the Alaska Statehood Act: provided,
however, that this grant of lands shall not constitute a charge against
the total acreage to which the State is entitled under section 6 of the
Alaska Statehood Act.

R. The Seerotary .shall convey to the State of Alaska, without con-
sideration. all right, title and interest of (lie United States in and to
all of that tract generally known as the Campbell Tract and more
particularly identified in Appendix F hereof except for one compact
unit of land which he determines, after cons -Ration hy tho State of
Alaska, is actually needed hy the Bureau of Lind Management
for its present o]x>rntion.4: provided, that, in no event, shall the unit
of land so excepted exceed 1,000 acres in size. The land authorized
to he conveyed pursuant to this paragraph shall be used for public
parks and recreational purposes and other compatible public pur-
poses in conformance with the, generalized lund use plan outlined in
tho Far North Bicentennial Park master development plan of Sep-
tember, 1974.



A9 ft result of Section 12(a) of ANCSA, selections by Village cor-
porations within the Kenai National Moose Range, or as a result of
any section 14(h) (1), (2) or (ft) of ANCSA selections within the
Kenai National Moose Range or within the Secretary’s 1973 Lake
Clark proposal; and to the extent that CIR I'ssection 12(u) of ANCSA
subsurface rights are reduced by virtue of exchanges resulting in the
relinquishment of village selections’in the Secretary’s 1973 Lake
Clark proposal or lands in paragraph VI CIR 1 shall take, in lieu there-
of, an equal acreage from the following:

(a) The subsurface estate to oil and gas and coal in those lands
described in Appendix B to the extent that such interests are not
transferred under paragraph 1-B of this Document, and are sub-
ject to the restrictions therein described: and

(b) Up to 4G,0S0 acres of lands within section 11(a)(3) of
ANCSA withdrawals in the Talkeetna Mountains; provided CIRI
shall make all 12(b) selections in this withdrawal contiguous to
existing 12(a) selections, first selecting all over-selected 12(a)
lands in this withdrawal. -

(c) |If sufficient acreage to satisfy any such selections does not
exist in those areas described in subparagraphs (1) and (2) of
this paragraph, the Secretary shall make available lands outside
the Region, in his discretion, for selection by CIRI.

Except as provided otherwise in this paragraph, the Secretary
shall utilize the procedures of the Recreation and Public Purposes
Act (44 Stat. 741). as amended, and regulations developed pursuant
to that. Act; provided, however, that the acreage limitation provided
by section 1(b) of that Act, as amended bv the Act of June 1. I>%l
(38 Stat. 173), shall not apply to this conveyance, nor shall the lands
conveyed pursuant to this paragraph be counted against that acreage
limitation with respect to the State of Alaska or any subdivision
thereof.

C. The Secretary shall make available for selection by the Slate, in
its discretion, under section Gof the Alaska Statehood Act, 12.4 town-
ships of land to be selected from lands within the Talkeetna .Moun-
tains and Koksetna River areas as described in Appendix (1.

IV. The lands and interests conveyed to CIRI under paragraphs
I and Il of this Document shall constitute CII1II's full entitlement
under Section 12(c) of ANCSA, except, that the mineral estate con-
veyed pursuant to subparagraph I-B of this Document shall consti-
tute full entitlement of CIR1's surface and subsurface entitlement
under Section !1(h) (S) of ANCSA. The lands which would comprise
the difference in acreage between the lands actually conveyed under
paragraphs | and Il of this Document, and any final determination
of what CIRI's acreage rights under Section 12(c) and 11(h)(8) of
ANCSA would have been notwithstanding the provisions of this Doc-
ument, shall lie retained by the United Slates, and this Document shall
create no right or interest in any other Regional Corporation or Vil-
lage Corporation notwithstanding any provisions of ANCSA to the
contrary.

To the extent, that CIR 1 is or becomes entitled to subsurface rights:

V. The Secretary, CIRI, aad the. State shall seek legislation aiT””

lhoming the Secretary to convey title to those selections bv Native
Corporations within the exterior boundaries of Bower Site Classifica-
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tion 443. February 14} 1058, provided however, (hat the patents con-
veying the above described lands shnli contain Mie reservations required
by Section 24 of the Federal Power Act, 16 C.S.C.818.

VI.A. The Stale shall not select any of the following lands, so that
such lands may lie added to a management unit in the Lake (’'lark

' T4SR23I1V (Ny2),S.M.

T4SK *20-241V.S.M.

T2S R24-25W, S.M.

T IS R 24-2(11V,S.M.

T 1S K27 IV (sections 1-6.8-15.24-2%*)), S.M.

T 1S R 281V (sections 1-6).S.M.

T 1S li2l)1V (sections1-6),S.M.

TIN li24-21)1V,S.M.

T2NR24-801V,S.M.

T 4N 1i28-401V and 411V (Ei/2). S.M.

T4N1i401Vand 411V (K%),S.M.

11. The Secretary. CIR1 and the State recognize (hat there are na-
tionally significant resources in the Lake Clark area. Management of
this area should be flexible and recognize the scenic, recreational, and

Y inspirational resources that should be preserved as w Il as State and
~*-j local interests including subsistence and snort huntinir.

» 77Vly 1 11. A. In fulfillment of its obligation to equitably reallocate acre-
age among villages pursuant to section 12(b) of the Act, CIRI shall
allocate section 12(b) selections to the following areas:

1. Four and one-half townships in the Talkeetna Mountain
withdrawal, provided that such selections shall be compact and
contiguous to 12(a) selection in said withdrawals and 12(a) over-
selections shall be selected lirut:

2. All lands that will not otherwise be conveyed to the villages
under 12(a) on the Iniskin Peninsula :

4. To the extent necessary to fulfill any remaining 12(b) entitle-
ment lands within the following:

T 7S.R 25&26 (Except Secs. 26-41) IV,S.M.

Te6S,R251Vand 28 (F.%) IV, S.M.

T5S,R251V.S.M. (except sections 18,16. and 40).

T4S.1t241V (Sil,).S.M.

T IN. It 161V,S..I1I.

TAN,R2(HV (ld/,) S.M.

T 4N, It 181V (ivy,) S.M.

T4N.R 17-20 IV.S'.M.

T4N,R21 IV (Sees. 41-46, and 25-40 in the Tuxedni River
W atershed). S.M.

T2N,R 18-201V.S.M.

T 2 N« R 21 IV (North and East of the Tuxedni River nnd
lhiy). S.M.

1% Hy mutual consent of the Secretary and CIRI, Village Corpora-
tions within the Region may exchange selections or selection rights
under section 120f ANCSA for acres, or acre/equivalents contained in
the pools established out in paragraph 1- o0 (2) (ti) of this document.

. C. Cp to two townships without the exterior boundaries of Cook
Inlet Region, to be mutually agreed upon by the Secretary, CIRI, and



the Stare, shall I>e made available for 12(b) selection. To the extent
acreage is allocated to a Native village pursuant to this subparagraph
C. the villuge must have an equal amount of acreage, in section units,
from 12(a) selections in the hereinafter described acres on an acre-
for-acre basis outlined in this subparagraph in the out of Region town-
ships identified in this paragraph:

T4S,R23W (Ny>) S.M.

T 3S.R 20,21,and -23W, S.M,

T2S,R 19-21 W, S.M.

T1S,R 19-21W.S.M.

TIN,R20W,S.M.

Provided that should the respective villuge not have any 12(a) selec-
tions in the above, 12(a) selection for the following shall be traded
under the provision of this paragraph:

T2N,R 18-211V, S.M.
T 3N, R 18-201V, S.M.
T4N,R 19-211V, S.M.
T5N,R 19-201V, S.M.

VI1Il. A. CIRI and the Secretary shall publicly support the estab-
lishment of a unit of the National Park System in the Lake Clark area
including those lands withdrawn under section 17(d) (2) of ANCSA
and those lands described in paragraph V1-A of tins agreement. The
Secretary and C IR shall also agree to seek a provision in said legisla-
tion that would provide that before entering into any contract arrange-
ment to provide new revenue, producing services within the proposed
Lake Clark Unit of the National Park System within the boundaries
of /lie (look Inlet Region, the Secretary shall olfor to CIR 1 in coopera-
tion with Village Corporations within the Region when appropriate,
the right of first refusal to provide such services, the right to remain
open for a period of ninety days. CIRI and the Secretary shnll seek
legislation that provides that the United States may acquire lands
selected by Village Corporations within the boundaries of the Luke
Clark unit established by that legislation, hut only with the consent
of the appropriate Village Corporation.

B. CIRI1 and the Secretary shall publicly support the establishment
of the Caribou Hills, Swanson River, Mystery Creek, and Andy
Simons Wilderness Areas within the Kenai National Moose Range.
CIRI and the Secretary shall seek a provision in sueh legislation thut
would provide thut before entering into any contract or agreement to
provide, new revenue producing services within the Ilvenai National
Moose Range, the Secretary shall oiler to i iRl in cooperation with
Village Corporations within the. Region when appropriate, the right
of first, refusal to provide sueh services, the right to remain open for
a period of ninety days.

IX. Lands conveyed to CIRT and/or its Village and Group Corpo-
rations in accordance with this document, notwithstanding their source
(whether fed' iiil or state), shall upon conveyance to CIRI and/or the
appropriate Village o «Group Corporation, be considered and treated
as conveyances under and pursuant to ANCSA, except as may lie
expressly provided otherwise in thisdocument.

X. As soon as practicable after any estate or interest in federal lands
to bo patented to CIR1 in accordance with this document is identified,



CIRI1 and tho Secretary shall review all leases, contracts, permits,
rights-of-way and easements covering or concerning such estate or
interest to determine whether the administration thereof may le
waived bv tho Secretary, in his discretion, in accordance with the*pro-
visions of section 17(g)*of ANCSA.

X 1. Effective the date that State lands to he conveyed to the United
States for CIR | are designated by CIR 1 pursuant of paragraph Il of
this document, the State, if so authorized, shall place all revenues
received from such lands in escrow to he transferred to the Region when
appropriate. The administration of all leases, contracts, permits,
rights-of-way and easements prior to the conveyance of such lands to
the United States shall be by the State, except that all decisions con-
cerning modification, conversion, renewal or appraisal of such impr-
ests will be with the concurrence of the Region. Effective the date of
conveyance of such lands from the State to the Secretary, the State
shall waive in favor of CIRI administration of all leases, contracts,
permits, rights-of-way and easements totalling embraced by such
lands. The State shall give timely written notice of the change of own-
ership and administration to the holders of rights on such lands.

X11. The responsibilities of and benefits accruing to the Secretary,
the State and CIR1 under this document shall become binding only
when such legislation as is necessary has been enacted. Upon passage
of such legislation, CIR 1 and all plaintiffs/appellants shall, with the
consent of the Secretary, dismiss their pending appeal in Cook /old
Region vs. Kle.ppc. No. 75-223*2, (9th Cir.) by executing and liling
pursuant to Rule 42(h) of the Federal Rules of Appellate, procedure
an agreement that the proceeding may he dismissed.

X1IT. A. For the purposes of this document, a township shall lie

onsidered 23,040 acres.

B. The words “land” and “lands” as used in this document shall not
include properties owned by the State of Alaska under section O(m)
of the Alaska Statehood Act and the Submerged Lands Act.

Aitkxdix A

T.IN,R Il WS.M.

Sees. 1-4, 9-12, Hi, WV&SIT—comprising approx. 6.080 acres, more
or less

T.2N..R11 1’ S.M.

Sec. 9, approx, 70 acres in (lie SW J] lying soul h and west, of the high
water murk on the south and west bank of the Kasilof River.

See. 16, approx. 430 acres comprising all moose range lands in this
section lying south and west of the. high water mark on the south and
west Imnk of the Kasilof River.

Sec. 21, all.

See. 22, approx. 130 acres comprising ail moose range lands in this
section lying south and west, of the high water mark on the south and
west hank of the Kasilof River.

See. 27. approx. 330 acres comprising all moose range lands in this
section lying west of the high water mark on the west, hank of the
Kasilof River and those lands in this section lying south and west of
the high water line on llie south mid west shore of Tiisteinenn Lake.



Sec. 28, all.

Sec. 33, all.

Sec. 34, approx. GOO acres comprising all moose range lands in this
section lying south and west of the high water line on the south shore
and west shore of Tustemena Lake.

Sec. 35, approx. 200 acres comprising all moose range lunds in this
section lying south of the high water line on the south shore of Tuste-
menalLake.

Sec. 30, approx. 360 acres comprising all moose range lands in this
section lying south of the high water line on tho south shere of Tuste-
mena Lake.

Comprising approximately 4,100 acres, more or less.

Aitendix Il
AI'JKNDIX B—1

82,500 acres of the specified mineral estate to he selected from the
following described lands :*
Priority

1—T.8 N., li. 9 W: Secs. 1-8; Sec. b excluding E/2 SE/4, NW /4
SE/4,SK/4 NE/4; Sec. 10 ex-tading SW/4. S/2 SE/4, NW/4 SE/4,
S/72 NW/4, NW /4; Secs. 11-14: Sec. 10 VV/2; Secs. 17-20; Sec. 21
excluding NE/4, E/2 NW/4, NE/4 SW /4, N/2 SE/4, SE/4 SE/4;
Secs. 23-20; Sec. 27 excluding N/2.SW /4, W /2 SE/4; Sec. 28 exclud-
ing SK/4, E/2 SW/4, E/2 NE/4, SW/4 NE/4; Secs,.20-31; Sec. 32
excluding S/2 SK/4, NE/4 SE/4, See. 33 excluding S/2, NE/4, S/2
NW/4, NE/4 NW /4; Sec. 34 excluding W /2, W /2 N E/4; Secs. 35-30-
comprising approx. 18,440 acres.

1-T. 8 N.,, R. 10 W.: Secs. 1; 12-14; 23-20; 32-30-oomprising
approx. 7,080 acres. -

1—T.7N. R.9W.: Sec. 3, E/2; Sec. 5 excluding S/2, NE/4; Secs.
0;7; Kexcluding E/2, E/2 SW /4. E/2 NW /4. NW /4 NW /4; Sec. 10
excluding Wrs2 SW/4, W/2 NW/4. NE/4 NW /4; See. 14 excluding
N E/4; See. 15; See. 10 excluding NW /4, N/2 NE/4, SW/4 NE/4;
See. 17 excluding NE/4 NE/4; Secs, 18-30-eoniprising approx. 10,500
acres. . |

1—T. 7 N.,, 11 10 W .: S<*s. 1-0: 7-25; Sec. 20 excluding W 1/2
SW 1/4; See. 27 excluding S1/2 N 1/2; See. 28 excluding S1/2 NE1/4,
SE1/4, EI/2 SW 1/4; Secs. 20-32; Sec. 35 excluding W I/2, S30 com -
prising approx. 111,920 acres. ‘m,

2—'P. O N., Il 10 W .: Sec. 1: See. 2 excluding t'r/2 NW /4; See. 4
excluding N /2, SE/4, E/2 SW/4,; Sec. 5-8; See. ,0 excluding Nv2
N E/4: See. 12: 10-17; 20-21-comprising approx. 7,0(K) news.

4—T. 7 N., It 112 W., Sec. 23-20; 35; 30-coinprising approx. 3,840

acres. L -

3—'J. 0 N., 1111 W., Sec. 1-2; II-M-comprising approx. 3,840
acres.

3—T.ION.. 117 W .,Sec. 19-21:28 (N /2);29-82-eotnprisingapprox.
4,800 acres. . * m

«Till".." Inii'Vi tntnl nparoxitnnlolr r2.-iHo nrmu -"HR towtmlilpn). Any iiiindrcli'd pnr-
linh-. nf I'.r nbnvr ilfHi'rlhrd luniln Hlinll 1> firnt priority wiwtlon for In Il urli'i'llonH

from cmm'iklli H-2 below.



APPENDIX U-2

Up to 138,240 acres (0.0 townships) of specified mineral iu lieu
estate to be. selected from the following described lands by priority
ranking and in the order listed.

Priority

2—T. 9 X., It ) W .: Sec. 13; 23 excluding SK/4 SE/4: Sec. 24
excluding.W/2 SE/4,SW /4; Sec. 25 excluding W /2 E /2, W /2; Sec.
20 excluding Ks2 E/2; Sec. 27; Sec. 31 E/2: Sec. 32-35; Sec. 30
excluding W72 ME/4, NW/4, and N/2 SW/4-comprising approx.
0,120 acres.

3—T .)N., Il 8 W .:Sec. 1-5; 7-30-comprising approx. 22,400 acres.

2—T. (I X., 11 ) W .: Sec. 1-17; 20-21); 34-36-coniprising approx.
10,200 ,cres.

3—1t .8 X., 118 W .:All-comprising approx. 23,040 acres.

2—T. 4 X., It 10 W .: Sec. 9-10; 13-36-comprising approx. 16,040
acres.

2—T.4 X., It 11 W .: Sec. 25; .'id-comprising approx. 1.280 acres.

3—T. 1 X., it 11 W .: See. 17 (E/2); Sec. 21-~8; Sec. 33-30-vom-

rising approx. 0,720 acres.

P 'Ig. ;)(’\dt 11W .:See. 1,. r 15 2—27 34-3500mprising approx.
iircs. .

3—T. 3 N, 10 W .: Sec. 1-30-comprising approx. 19,200 acres.

3—T.4 N., U9 W .:Sec. 2 excluding SE/4; 3-10; 11 excluding E /2 ;
Sec. 14 excluding E/2; 15-20; 21 excluding SE/4; 29-34-comprising
approx. 12,180 ncres.

- Am'xrnx C

If (Hill Imson or before January 12. 1076 presented evidence satis-
factory t the Slate flint tho villages of Kink, (‘hicknloon, Alexander
Creek, ? ehilcliik ami Snlatiiiitof have withdrawn selection applica-
tions for and relinquished all claims to land in the Luke (Mark, Lake
Kontrashibmiu and Miilrbiitna River ureas, the Stale sliatl convey
under paragraph Il of this document to the 1'niled Stales for recon-
veyance to O IK | all of (he stutf* lands identified or to Ik* identified in
tins Appendix ('. All conveyances of lands made in accord with this
document shall pass all of the Slate’s right, title and interest iu the
lands, including the minerals therein, as if those eonvevances were
made pursuant fo section 22(f) of the Alaska Native Claims Settle-
ment. Act, except that dedicated or platted section line casements am!
highway or other rights-of-way may be reserved to the State.

J. Acreage, from each of (lie five pools identified in this paragraph
in the amounts therein set fortih. Out of each sueh pool, the identity
of the required acreage shall be. determined to the extent possible by
mill ualagreement of the Statsaml fill I. For so many of lhe required
acres as have not been so determined by agreement in each pool within
eighteen months following implementation of this document, those
renu ining required acres shall lie identified hy o IIM's selecting acre-
age in that remaining amount from an array of I'/i tlint many acres
within the pool, said array lo be identified to CIRI by the State.



A. Pointw c«enzie —3,200 acres must be identified from state lands
within the following areas:
T 15 X. It} \V through 5W. S.M.
T 14 N; It4 through 5W, S.M.
T13 N, IU IV S.M. (North of Knilc Arm)

B. Knik-Wil/low Pool.— 1.480 acres must be identified from stnte-
lands within the following areas:

T 10 X through IS X. R 2W through f>VV, 3.M.

C. Kafthwitna Po0i-W..040 acres must be identified from state-
lands witliin tiie following areas:

T 21 X through 25X, R4 and 4\V. S.M. (or other nearby lands).

T). Chickaloon Pool. 4,480 acres must be identified from state lands
within the following areas:

T 1) X. R4 E through BE. S.M.
' 20 X, R4 E through 7E, S.M.

E. Kenai Pool.— 115,200 acres must be identified from state lands
on the Kenai Peninsula.

Provided however that the State, may with CIRI's concurrence
supplant acreage otherwise to be identified from the Kenai pool in
subparagraph E on an acre-for-acre basis with lands near Alexander
Creek. Ximlchik or Salamatof. Supplanting lands near any one of
these villages may not exceed in acreage that number of acres to which
the State is obligated under paragraph 4 to provide in respect of each
of those three villages.

2.(n ) Thirteen and one-half townships of lands in the Beluga Area

ships listed in this paragraph. The identity of those lands shall
edetermined by CIRI within eighteen months following the imple-
mentaiton of this document by nomination of compact units no less
than t/] township in size, lying along township lines, provided that,
where constrained by selection pool boundaries or water bodies they
may be smaller; Provided. However that if Tyonek Corporation de-
sires to tiade the surface estate it holds iu the Kenai National Moose
Range for State surface lands within the vicinity of itsvillage lands
but within CIRI's selection pool, it may obtain up toone township
of such lands. If Tvonek Corporation does trade for CIRI's select ion
pool lands. CIR1 shall select an equivalent acreage of other surface
estate from within its selection pool.
T. It X, R.11 W.. S.M;
T. 11 X.. R.14 W.. S.M.:
T. Hi \\. R. 12 \\\. S.M.. Sees. 7. Itl. 17, 18, 1!), 20. 21, 22. 25. 215,
27. 28. 20. (> iii, 42. 44. 44. 45, A(i:
T.ir>b'., R. Il w., S.M ..Secs. 20.21,25. 2<i. 27,28, 20, 40,.") I. 42*
44, 44,45, A(5:
15 X.. It. 11 \V.. S.M ;
15 X., It. 14 W.. S.M ;
15 N.. It. 12 W., S.M ;
15 X, It. Il W.. S.M;
15 X.. It. 10 IV.. S.M .. AY1». excluding See. I:
1X.. If. 151V, S.M;
1IX.. It. 14W.. S.M ;
1 X.. If. 4wW..S.M.. WU,-
I X.. If. 11 W.. SM.;

e T B T e B B B
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T.1tX.. R. 10 AY, S. M., Wi/>;

T. 13 X.. R. 15 W., S.M ,;

T. 13 X.. R. 14 W., S. M

T. 13 X.. R. 10 AA\, S.M ., Eif excluding land- cast of the west
bank of the Beluga River;

T. 12 X.. R. 15 AY, S.M ,;

T. 12 X., R. 14 AY,, S.M.. excluding Sees. 23, 21, 25, 26, 29, 31,
32. 33, 36;

T. 12 X.. R. 10 AY, S.M ,;

T. 11 X.. R. 13 AY, S.M., Secs. 12.13 excludingAV1/.SAVAA4,
24 XE /4 XE/4.

T. 11 X.. R. 12 AY., S.M., Secs. 18, 19 excluding SAVi/t, SV2
SE/4; 20.

(1>) Provided. However, that the following described lands shall
not be available for CIR I's selection of subsurface estate:

Beluga
T. 13 X.. R. 10 AA\ S.M.. Secs. 11. E-i/> =12,13.14, 22, 23. 24,25, 26,
27.34.35. 36.

T.12 X.. R. 10 AY.,,S.M ., Secs. 2,3 4,5,8,9,10.

Nleolaick

T. 11 X., R. 12 AY.. S.M., Secs. 16, SAY-Vi; 17. SAY-l/o; 18, SE-VL;
19. E-ilo, E-ilo AY-U: 20; 21. AV-V&: 28. AY-'/.:29.30,31,32.

(<*) The State shall provide a floating, public, 300 foct wide trans-
portation casement from 'lI'' 13 X.. R. 14 AA\ S..Al. to the shore of Cook
Inlet in T. 11 X.. R. 12 AY., S.M. Said easement to be determined upon
the. ground at such future time as a need exists and there are. adequate
field data available upon which the State may finally plan and locate
the corridor.

3. Hinds in an amount equal to Vi of the acres to which each of the
villages of Knilc, Chickaloon, Alexander Creek. Ninilchik, and
Salamsatof are or would be entitled under ANCSA Sec. 12(a), under
selection applications on tile with the BLM as of July 18, 1975, in tho
Lake Clark. Lake lvartrashibima and Mulcluitnu River areas. Each
acre identified for conveyance by the State hereunder must be located
within or near the 11(a)(1) withdrawal of the. village to which the
displaced ANCSA acreage lo which that, acre corresponds would
otherwise have passed under ANCSA. The lands :o identified in re-
spect. to displaced acres alt ributa'ble to Alexander Creek and Salamstof
shall be conveyed by the Stale if and only if the. village lo which the
displaced acres are. attributable retains its village eligibility status
under ANCSA.

Aiti.ndix D

Lands in rnr. Laki; li.iam na Ahka and in tiik Ni siiaoak R iviui

and Laki; Ci.aiuv Duaivauks
Paragraph 111(A)(1))

l. The Secretary shall convey to the State at least 22.8 townships
and no more than 27.0 townships of land from those presently with-
drawn under section 17(d)(2) of the Alaska Native Claims Settle-
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ment Act in the Luke lliamma area and within 'he Nuslingak River or
Lake Clark drainages near lands heretofore selected by the State.

H. The following townships shall he conveyed to the State as part

*of the minimum of 22.8 townships to he conveyed to the State from

lands identified in paragraph I.
4N, R 36 W, S.M.
3N, R 36 AA\S.M.
2N, R 36 TV. S.M.

IN,R 36 TV. S.M.

IS,R 37 and 38 W, S.M.

2S,R 37 nnd 38 TV, S.M.

3S. R 37 and 38 TV. S.M.

4S. R 37-30 TA, S.M.

5S, R 40-42 TV, S.M.

fiS, R 40 AA\ S.M. (except sections 21-28. 33-36).
TOS. R 41 and 42 AY. S.M.
'J'78, R 42 AA.S.M. (sees. 3-10.15-18).

1. For each acre of valid village 12(a) selections relinquished
in the Lake (Mark. Lake Kontrash/buna and Mulchatna River areas
pursuant to paragraph 11of the document to which this forms anAp-
pendix. the Secretary shall convey to the State, on an acre foracre
basis, lands from within the. 17(d) (2) area described in Paragraph |
up to a total of 4.2 townships.

IA. To the extent that lands to he conveyed to the Stnte pursuant to
Paragraphs IT and 11T above are not specifically identified in this Ap-
pendix. they shall he identified by mutual consent of the State and the
Secretary from lands described in Paragraph | within 60 days of the
date, the State becomes hound to this document, or within 60 davs of
the date that any entitlement vests in the State pursuant to Para-
graph ITT of this Appendix, whichever shall come first.

V. AIll lands granted to the State of Alaska pursuant to this Ap-
pendix 1) shall he regarded for all purposes as if conveyed to the State
under and pursuant to section 6 of the Alaska Statehood Act: Pro-
vii/iif. however, that this grant of lands shall not constitute a charge
against the total acreage to which tho State is entitled under section
6 (h) of the Alaska Statehood Act.

44 44444444

AriT.xnix E

Lands in tiii: T ai.kkbtna Moi ntaixs, Kamisiiak ll.vv and
T utxa L aicus A iikas

(Paragraph 111(A) (2))

The Secretary shall convey to the. State the following described
land-, .-object to valid village selections under section 12(a), hut not.
12(1i). of ANCSA.

T22X. R2.A, S.M.
4' 23N, It 2 A\ SAT.
T 2IN, It 1nnd 2 AV, S.M.
T26N, It land 2 AY. S.M.
T 27N, It 2AY, S.M.
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T29N.R2W ,S.M .

TS, R 2GW. S.M. secs. 29-31
"S. R 27-29 W, S.M.

iS, R 26-29'W,. S.M.

9S,R 26-30W, S.M.

10S. R 28-30 W, S.M.
US, R 2S-30W, S M.

4N, R 33-35TT, S.M.

3N, R 34 and 35 W, S.M.
2N, R 34 and 35W, S.M.

444444444

Appendix F
Far North Bicentennial Park

(Paragraph 111 B)
T12N,R3W,S.M.:

Section 1.

Section 2.

Section3 (exceptSW i/«).

Section 10 (except S 1A).

Section 11 (exceptS %).

Section 12.

T 13N,R 3W,S.M.:
Section 34 (except N i/>NE i/, NE V4)
Section 35 (except NAVY, NW vy, NY,SW % NE % NE 14)
Section 35 (except NE % SE % SE 14 NE i/j)

Appendix G

Talkeetna Mountains—Koksetna River Lands

(Paragraph 111(c))

The Secretary is authorized and directed to make available for selec-
tion by the State, in its discretion, under section (! of the Alaska State-
hood Act, 12.4 townships of land to be selected from lands within the
Talkeetna Mountains and Koksetna River areas us descriU'd below.

T IN,R31W,S.M. (AW >).
T4N, R32AV, S.M.
T3N,R31W,S.M. (AW .).
T3N,R 32nnd 33 AA,S.M.
T2N,R 31-33 A, S.M.
Subject to valid village 12(a) and 12(b) selections under ANCSA,

the following lands located south of the Snsitna River:
T29N.R HE—1AV,S.M.
T30N.R HE—2AV.S.M.
T31N,R9E—1AA S.M.

Eilwtrthcn v. Morton

During the Subcommittee hearings TT.R. (5(511. the Committee was
made aware of an issue which may have long-range significance for
the Native land claims settlement contained in the Settlement Act.

52



This issue concerns the decision in the case of Edivardsen v. Morton
(:jtro F. Supp. 135!)), 1973. The Settlement Act liad as its principal
purpose the provision of a “fair and just settlement of all claims bv
Natives and Native groups of Alaska, based on aboriginal land
claims.” (Section 2(a)). On April 1!), 11)73, Judge Oliver Gasch, the
District Court for the District of Columbia, in ruling on a motion by
the defendants for summary judgment in Edwardurn. held if the Na-
tivc plaintiffs of the Arctic Slope of Alaska "were in fact disturbed in
their use and occupancy by trespassers, i.e., by any parties coming
onto the land except for those entering under Congressional au-
thorization, then there accrued a cause of action in tort against the
trespassers and a cause of action for trespass and breach of fiduciary
duty against Federal ollicers authorizi“n_g such trespass.” 3(!19 F. Supp.
at i.'i7*-137!*. The Court continued, It is not at all clear that the
Settlement Act bars litigation of plaintiffs’ claims relating to the
alleged trespasses even though they are linked to claims of aboriginal
title. * * * In any event, a construction of (the Act's provisions) to
liar claims relating to pre-Settlenient Act trespasses would appear to
create constitutional infirmities in the Act which are better avoided if
a const itutionally sound construction does not violate clearly expressed
legislative intent.” 3(>!) F. Supp. at 137.). Accordingly, Judge Gasch
refused k>hold “thut a later Act of Congress [Settlement Act] could
wipe out all claims against any person * * * simply because Con-
gress has decided to extinguish aboriginal title.” 1d.

I'ursuant. to a stipulation entered into by the parties in August of
I'»74, and approved by the Court in October. 1!)74, further proceed-
ings iu the Edirordsrii case were held in abeyance pending an inves-
ligat ion by tin* 1)epnrhnent of the Interior of the extent of the trespass
claims involved. That investigation has been completed and the United
Stairs, acting as trustee for tlu* Natives involved, has tiled suit in the
Cubed States District Court for the District of Alaska against several
corporate and individual defendants, including tlu* State of .Alaska,
for damages arising from such trespasses.

1 is not clear just what impact a linal decision upholding tlu*
Edn-ardn ruling iniglil havi* on Ilie Settlement Act and the orderly
development of the State of Alaska. As a consequence, the Committee
.(del aiincd not to deal with lhat critical isMie in Il.11. fitjU. This deci-
sion should not he iutcrprclcd lo mean that the Committee finds (In*
1111i ut o In- either correcl or incorrect with respect to the congees-
isa i .dirial mailer.

Ilow ever. llie ( oimuil lee ilitends lo follow the course of this lil ign-
lion iml tlu* imparl that it has or may have on the Settlement Act
and ihe development of lands and resources in Alaska. Should circiime
-lamas warrant, tlie ('ominil tee lhen will consider Ihe mailer Inrl her.



94tn Congress ) HOUSE OF REPRESENTATIVES j Report
JutSession  f | No. 9%1-729

PROVIDING, UNDER OR RY AMENDENT OF TI1E ALASKA NATIVE
CLAIMS SETTLEMENT ACT, FOR THE LATE ENROLLMENT OF CER-
TAIN NATIVES, THE ESTABLISHMENT OF AN ESCROW ACCOUNT FOR
THE PROCEEDS OF CERTAIN LANDS, THE TREATMENT OF CERTAIN
PAYMENTS AND GRANTS, AND THE CONSOLIDATION OF EXISTING
REGIONAL CORPORATIONS, AND FOR OTHER PURPOSES

December 15,1973.— Committed to tho Committee of the Whole Hons
State of the Union and ordered to be printed

Mr. Haley, from the Committee on Interior nnd Insular Affairs, submitted the
folio >ving

REPORT
[To accompany HIHi. IMU4]

The Committee on Interior ami Insular A Hairs, lo whom was re-
ferred the bill (ILIt. (1044) To provide, under or by amendment of
the Alaska Native Claims Settlement Act, for the late enrollment of
certain Natives, the establishment of an escrow account for the pro-
ceeds of certain lands, the treatment of certain payments mil grants,
and the consolidation of existing regional corporal ions, and for other
purposes, having considered the same, report favorably thereon with
an amendment and recommend that the bill as amended do pass.

The amendment isas follows:

Page. 1, beginning on line 3, strike out all after the enacting clause
and insert in lieu thereof thefollowing:

TIml fa) the Secretary of the Interior (hereinafter la lids Act referred to as the
“Secretary”) Is authorized to review those applications submitted within ,.ne
year from the date of enactment of this Act hy applicants who failed lo meet
the March 30, 1973, deadline for enrollment established hy the Secretary pur-
suant to the Alaska Native Claims Settlement Act (hereinafter in this Act
referred to as the "Settlement Art”), nnd lo enroll those Natives under the
provisions Of ilint Act who would have been ipiallOed If tho March 30. 1973, dead-
line hnd been mot: Provided, TImt Natives enrolled under this Act shall he
Issued stock under the Settlement Act together with n pro rata share of all
future distributions under the Settlement Act which shall commence beginning
with the next regulnrly scheduled distribution after the ennetment of this Act:
Provided further, That land entitlement of nnj Native village, Native group.
Village Corporation, or Regional Corporation, nil as delined i such Act, shall not
ho affected by ur.y enrollment pursuant to this Act, nud timt. no tribe, hand, elan,
group, village, community, or nssoclntlon not otherwise eligible for Inml or other
benefits as a "Native vllinge", as deilned In such Act. sbnll become eligible for
Innd or other laments as n Native village because of any enrollment pursuant
to fills Act: Provided further, Thai no tribe, hand, clan, village, community, or
village association not otherwise eligible for land or oilier benefits as a "Nntlve
group", as defined In atieh Act, shall become eligible for land or other henefils
us a Native group liecnuse of any enrollment piiraunnl to tills Act: And jirnwdrd
further, '1 it any "Nutlvo group", an defined In such Act slinll not lose Its status
as u Nath group bccnuHe of any enrollment pursiuint to this Act.

(I>) Tlu Secretary Is authorized lo jsill Individual Natives properly enrolled
to Native i luges or Native groups which are not recognized as vllinge corpora-
tions undci irellon Il of Alaska Native Claims Settlement Art and which are
Included wl ilu tho boundaries of former reserves who elected lo receive surface
ami subsoil ce entitlement pursuant to Hiiltsrctinn 19(b) of the Hcttlement Act.
The Hecreta v may allow these Individuals the option to enroll to a Village
Conmrntinn rhich elected the surface unit subsurface title under awtton 19(h)
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nr remnin enrolled to the Regional rori>orntlon In which the village or group Is
located on nn at-large hauls: Prodded, TImt nothing In this subsection simll
affect existing entitlement to land of any Regional Corporation pursuant to
section 12(b) or 14(h) (8) of the Settlement Act.

(c) In those Instances where, on the roll prepared under section 5 of the
Settlement Act, there were enrolled os residents of a place on April 3, 1070, the
minimum number of Natives required for a Native village or Native group, us
the case may he, and It Is subsequently a:id finally determined thnt such place Is
not eligible for land benefits under the Act on grounds which Include a lack of
sufficient number of residents, the Secretary shall. In accordance with the criteria
for residence applied In the final determination of eligibility, redetermine the
place of residence on April 1,1070, of encl. Native enrolled to such place, and the
place of residence ns so redetermined shalll he such Native’'s place of residence nn
April 1, 1070, for nil purposes under tho Settlement Act: Provided, Thnt each
Native whose place of residence on April 1, 1970, Is changed by reason of this
subsection shall be Issued stock in the Native Corporation or corporations iu
which such rcdelerinlnntlon entitles him to membership nnd nil stock Issued
to such Native by any Native Corporation in .which he is no longer eligible for
uienihersldp shall be deemed canceled: Provided further, Thnt no redistribution
of funds made by any Native Corporation on the basis of prior places of residence
shall be affected: Provided further, TImt land entitlements of any Native village,
Nntlve group, Villnge Corimrntlon. Regional Corporation, or corporations or-
ganized by Natives residing In Sitka, Kenal, Juneau, or Kodiak, nil us defined
In said Acl. shall not he affected hy any determination of residence nude pursuant
to this subsection, nnd no tribe, baud, clan, group, vllinge, community, or asso-
ciation not Otherwise eligible for land or other benefits as a "Native group” as
defined In said Act, shnll become eligible for Innd or other benefits as a Nutlve
group hernwin of any rcdetermlnallou of residence pursuant to this subsection:
ProiHdcd further, That any distribution of funds from the Alaska Native Fund
pursuant to subsection (e) of section 0 of tho Settlement Act made hy the
Secretary or llls delegate prior to any redctennlimtlon of residency shall not lie
affected by the provisions of this subsection. Bach Native whose place of residence
Is subject to redetcrininntlon us provided In this subsection shall be given notice
nnd nil opportunity for hearing In connection with such reexamination as shall
any Native Corporation which Il appears may gain or lose stockholders hy reason
of sueh rcdctorinliiatlon of residence.

ec. 2. (n) From mid nfler the dale of enactment of this Act; or January 1,
1070, whichever occurs first, any anil nil proceeds derived from contracts, lenses,
permits, rlghts-of-wuy, or easements, Issued pursuant to section 14(gi of tue
Sc!llenient Act, pertaining to land or resources of hinds withdrawn for Native
selection pursuant to the Settlement Act shall Is* deposited In ail escrow account
which shall be held hy lhe Secretary until lands selected pursuant to that Act
have been conveyed to the selecting corporation nr Individual entitled lo re-
ceive bench s under sueh Act. As such withdrawn or formerly reserved lands
nre conveyed, the Secretary shall pay from such account lhe proceeds which
derive from contracts, leases, permits, righl-of-way, or easements, pertaining
to lands or resources of sueh lauds, to the appropriate corporation or individual
entitled to receive benefits under the Settlement Act together with Interest. The
proceeds derived from contracts, lenses, permits, rights-of-wny. or easements,
pertaining to lands withdrawn or reserved, hut not selected or elected pursuant
to sueh Act, shall, upon the expiration of Ihe selection or election rights of the
corporations and Individuals for whose benefit such lands were withdrawn or
reserved, lie de|Kislleil In Ihe Treasury of the United States or paid as would have
been required hy law were Il not for tlie provisions of this Act.

ihi The Secretary Is authorized lo deposit in the Treasury of the United
States the escrow account proceeds referred to in subsection (a) of this section,
and the (.'titled Stales sImll pay Interest thereon seniuiuminlly from the date of
ib'poslt, sueh deposit to hear simple Interest at u rate determined hy the Store-
tnr.v of the Treasury: Provided, TImt the Secretary In his discretion may with-
draw such proceeds from the United Slates Treasury and reinvest such Is
In the manlier provided hy Ihe lirsl soclbui of the Act of June 24, 1088 |
1«2n) : Provided further, That this sectInn shall not he construed t
terminate any trust relationship between the United States and ally
or individual entitled to receive benefits under the Settlement Art.
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(c) Any nnd nil proceeds from piddle ensements resoived pursuant to s:dc
scetiun 17(b) (3) of the Settlement Act, from or nfler the dnte or enactment of
tlds Act, shall be paid to the grantee of such conveyarce in nccordnnce with
such grantee's pro]>ortioimte share.

td) To the extent timt there is n conflict between the provisions of this section
nml any other Federal laws applicable to Alaska, the provisions of tlds section
will govern. Any payment made to any corporation or any Individual under
authority of tills section shnll not he subject to any prior obligation under section
u(d) orillf) of the Settlement Act.

Set. 8. The Settlement Act Is nmendcd hy adding at the end thereof the
following new section:

"Sec. 28. Any corpornllon organized pursuant to tlds Act shnll lie exempt front
the provisions of the Investment Company Act of mil) (54 Slat. 7M)i. (In-
securities Act of 1033 (48 Stut. 74), and the Securities Exchange Act of 1034
(48 Stat. 881), ns amended, through December 31, 1001. Nothing in this section,
however, shall he construed to menu thnt any such corporation shnll or shnll not.
ofter such dale, lie subject to the provisions of such Acts. Any such corporation
which, hut for this section, would lie subject to the provisions of the Sccnrltl-s
Exchange Act of 1034 shall transmit to Its stockholders each year a rcjiort con-
taining sulistonlhilly all information required to lie Included in nu nannul report
to stockholders by u corporation which Is subject to the provisions of sueh Act.".

8kc. 4. The Settlement Act Is further amended by adding nt the end thereof
the following new section:

-mSic. 21). (ii) The payments and grants authorized under this Act constitute
compensation for the extinguishment of claims to bind, nnd shall not he deemed
to substitute for tiny governmental programs otherwise available to the Xntivo
people of Alaska as citizens of the railed States and the State of Alaska.

=(1i) NofhwlIfhstnmling section 5(n) nnd any other provision of the Food
Stamp Act of 1001, lu determining the eligibility of any household to participate
In tlu- food stamp program, any compensation, n-iimnprnlinn. revenue, or other
benefit received by any member of such household under the Settlement Aet
shnll lie disregarded.".

Skc. 5. For purposes of the first section of the Act of February 12,1020 (45 Slat.
1104), as amended, and the first section of lhe Aet of June 24, 1P3S (52 S.'at.
1037), the Alaska Native Fund shnll. pending distributions under section diet of
Ihe Settlement Aet, lie considered lo consist of funds held In trust hy the Govern-
ment of the United Stutes for the benefit of Indian Irlbes: 1'i'n hictl. That nothing
lu this section shall he construed to create or terminate any trust relationship be-
tween the United States and any corporation or Individual entitled to rei-elve
benefits under the Settlement Art.

Skc. Il. The Settlement Ael Is further amended hy lidding a new section 30 to
rend as follows:

"Skc. 30. (id Notwithstanding any provision of this Art. any rnrpornllon cre-
ated pursuant lo section 7(d). SlIni, 11th) (2?). or lliliMH) within any of the
twelve regions of Alaska, ns established hy section 7(a). may, al any time nierg-
or consolidate, pursuant to the applicable provisions of the laws of tin- State of
Alaska, with any other of such corporation or corporations created within op
for the sumo region. Any corporations resulting from mergers or eniisollilnilons
further niny merger or oonsnihhito with other such merged or coueoMd-led cor-
porations wltldn the same region or with oilier of the corporations created In sahl
region pursuant to section 7(d). 8(a). 14(h) (2). nr 14(h) (8).

“(h) Sueh mergers or consolidations snail lie on such temri, nnd conditions ns
nre approved by vole of the shareholders of tin- corpora Minis piii'llripiitliig therein.
Inelndlng. where appropriate, terms providing for tin- Issuance of additinmil
shares of Iteglonal Corporation stool: lo persons already owning sneli stock, met
iliiiv lake plan- pursuant to votes of sluireholders held either before or after the
enactment of lids section: I'mwitletl, That the right.- accorded under Alaska law
to dissenting shareholders In a merger or eoiisolhhillon may uni la- exercised In
any merger or eonsolldatl'iti pursuant to this Ael efte-leil prior lo I'eremler tli,
Ibill. Upon the effectiveness ,,f any smli mergers or consolidations the corpora
lions resultin': therefrom and the shareholders thereof shall succeed and b- en-
titled to all the rights, privileges, and licneflls of tlds Ael. Inelnding lad not
limited lo the receipt of binds and moneys nml exemptions from various forms of
Federal. Slate, and local luxation, and shall he subject to all the restrictions ami
obligations of lids Act as are applicable lo the corporations nml shareholder)*
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which part b5 ited ! .mid mergers or consolidations or as would have been appli-
cable If th . rgers or consolidations and transfers r* rights' and titles thereto
had not taken place: Provided, That, where a Village Corporation organized pur-
suant to section 19(b) of this Act merges or consolidates with the Regional Cor-
poration of the region iu which such village is located or with another Village
Corporation of that region, 110 provision of such merger or consolidation shall I«
construed a* Increasing or otherwise changing regional enrollments for purposes
of distribution of the Alaska Native Fund: land selection eligibility ; or revenue
sharing pursuant to sections fl(c), 7(m), 12(b), 14(h) (8), and 7(1) of this Act,

"(c) Notwithstanding the provisions of section 7 (J) or (in), in nny merger or
consolidation In which the class of stockholders of a Regional Corporation who
are not residents of any of the vllinges in tho region are entitled under Alaska
law to vote as a class, the terms of the merger or consolidation may provide for
the alteration or elimination of the right of snld cInss to receive dividends pursu-
ant to said soctiou 7 (j) or (m). In the event that sueh dividend right is not
expressly altered or eliminated by the terms of the merger or consolidations, sueh
class of stockholders shnll continue to receive such dividends pursuant to section
7 (J) or (m) as would have been applicable If the merger or consolidation had
not taken place and all Village Corporations within the affected region continued
to exist separately.

"(d) Notwitlistandlug nny other provision of this section or of nny other law,
no corporation referred to ir this section may merge or consolidate with any
other sueh corporations unless that corporation's shareholders have approved
sueh merger or consol idatton.

"(e) The plan of merger or consolidation shall provide that the right of nny
affected Village Corporation pursuant to section 14(f) to withhold consent to
mineral exploration, development, or removal within the boundaries of the Native
village shnll be conveyed, as part of the merger or consolidation, to a separate
entity composed of the Native residents of such Native village.”.

Sec. 7. Section 17(a) (10) of the Se'~'-'oent Aet Is amended to rend ns follows:

"(10) The Planning Commission i submit, In accordance with this para-
graph. comprehensive reports to tho 1..sklent of Ihe Halted States, tho Con-
gress. nnd the Governor ami legislature of the Stale with respect to Its planning
and other activities under tills Aet, together with Its recommendations for pro-
grams or other actions which It determines should be Implemented nr taken hy
tho I'nited States nnd the State. An Interim, comprehensive report encoring the
above matter shnll be so submitted on nr before liny .20, 107(1. A tinnt and vom-
prelienslve report covering the above matter shall be so submitted on or before
May .10, 1070. Tho Commission shall cease to exist effective June 30, 1070.".

Ske, B. (a) Notwithstanding the October 0. 1073 Order of the railed States
District Court for the District of Columbia In the ease of Alaska Native Assn.
elation of Oregon Of nl. v. Rogers C. Il. Morton of nl, Civil Aellon No. 2123 73.

nml Alnskft Federation of Natives, Intenintlonni, Inc., et nl. v. Rogers 1,
Morton, et nl., Civil Action No. 2141-73 1| F. Snnpl. ), changes In enrollment
of Alaska Natives which are necessitated or permitted hy such Order shall in no
way affect land selection entitlements of nnv Alaska Regional or [I'llinge Cor-

poration nor nny Native village or group eligibility.

(hi Stock previously Issued hy nny of lhe twelve Alaska Native Regional
Corporations or hy Alaska Native Village Corporations to nny Native who Is
enrolled in the thirteenth region pursuant to said Order shnll, upon said enroll-
ment, ho cancelled hv the Issuing corporation without liability to it or the Native
whose stock Ib so cancelled: Protrilled, Thnt, In the event that a Native enrolled
In the thirteenth region pursuant to said Order shall elect to re enroll In the
appropriate Alaska Regional Corporation pursuant to lhe sixth ordering para-
graph of thnt Order, sioek of sueh Native may lie cancelled hy the Thirteenth
Regional Corporation nnd stock may be Issued lo such Native hy the appropriate
Alnskn Regional Corporation without liability to either corporation or to tho
Native.

(c) In the event section 6(a) of tho Settlement Act Is amended to re-onen
the Alaska Nntlvo Roll for additional enrollment, any Native enrolling under
such authority who Is determined not to he ii imrmunent resident of the Stnte
of Alaska under criteria esluhlisheil pursuant to such Aet almll. at the time
or enrollment elect whether to >si enrolled In the thirteenth region or in the
region determined pursuant to Hie provisions of section 6 (h) of the ftdtlomcnl
Aet and sueh election shnil npply to nil dependent members of sueh Natives'
household who nro loss thnn eighteen yenrs of nge on the date of such election.
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(d) No change in the final roll of Alaska Natives established by the Secre-

tary pursuant to Section 5 of the Settlement Act resulting from any regulation
jirnra ilgatcd hy the Secretary of the Interior providing for the disenrolluient
of Alaska Natives shall affect land entitlements of any regional or village cor-
poration or any Native village or group eligibility.

ec. 9. section 10 of the Settlement Act is amended hy inserting at the end
thereof a new subsection (d) to read as follows:

“(d) The lands enclosing nnd surrounding the village of Klukwan which were
withdrawn by subsection (a) of this section are hereby rewithdrnwn to the
same extent and for the same purposes as provided by said subsection (a) for
a period of one year from the date of enactment of this subsection, during which
period the Village Corporation for the village of Kinkwan shall select an area
equal lo twenty-three thousand forty acres In accordance with the provisions ol
subsection (li) of this section and such Corporation nnd the shareholders thereof
shall otherwise participate fully 1n the benefits provided hy this Act to the same
extent ns they would have participated had they not elected to acquire title to
their former reserve ns provided hy section 19(b) of this Act: Provided, Thnt
nothing in this subsection shall affect the existing entitlement of any Regional
Corporation to lands pursuant to section 14 (h) (8) of this Act: Provided furlh'cr,
Thut the foregoing provisions of this subsection Bhnll not become effective unless
nnd until th mVillage Corporation for the vllinge of Klukwan simll quitclaim to
Chllknt Ii .inn VIllinge, organised under the provisions of the Act of June IS,
1931 (18 Sial. USD, ns amended hy Umn Act of May 1, 193ft (-19 Stat. 1250). all
its right, tide, nnd Interest in the lands of the reservation defined iu and vested
hy the Aet of September 2,1957 (71 Stat. 590), which lands are hereby conveyed
nnd confirmed to said Olitlknt Indian Village in fee simple absolute, free of trust
and all restrictions upon alienation, encumbrance, or otherwise: Provided furlhtr.
That the United Slates and the Village 'Vorporutinn for the Village of Klukwan
shall also quitclaim to said Chilkot Indian Village any right or interest they
may have In and to Income derivod from the reservation lands defined in and
vested hy the Aet of September 2, 1057 (71 Stat 097) nfter the date of enact-
ment uf this Act nnd prior to ihe dale of enactment of this subsection.".

8w. 10. Section Ifl(b) of the Settlement Act is amended by adding nt the end
thereof the following: "Such ullocntion ns the Reglouul Corporation for the
southeastern Alaska region shall receive under section 14(h)(8) ahull Is- se-
lected nnd conveyed from lands not selected by such Village Corporations that
were withdrawn by subsection (n) of this section, except lands on Admiralty
Island In tho Angoon withdrawal nrea and, without the consent of the Governor
of the Stnfe of Alaska or his delegate, lands in the Saxtnan and Ynkutnt with-
drawal arena.".

Sro, 11. Section 7(n) of the Settlement Ael Is amended hy elinugiiiR tho period
nt the end thereof lo n colon and adding the following: "Provided, That the
lionminry between the soiithenstern nnd Chugneli regions shall be the 141st
meridian: Provided further, Timt, with rospeel In nny lands conveyed to It In
the vicinity of Icy Ray, the Regional Corporation for the Clingnrh region simll
aeeortl to (ho Natives enrolled to lhe vilinge of Ynkntnt the same rights nml
privileges to use sueh lands for purposes traditional thereon, Including, hut not
limited to, subsistence limiting, fishing, and gathering, ns If accords to its own
shareholders, nnd simll take no unreiisontihi.v or nridtrnry action relntiie to
sneli lands for the primary purpose, nml having the effect, of Impiilring or cur-
tailing sneli rights and privileges,".

Rw. 1- Cook Inlet Settlement, (ii) The purpose of this aociion is to provide
for the settlement of cortuln claims, and In so doing to consolidate ownership
among the United Sintes, the Cook Inlet Region, Incorisirated (“Region" hero-
limfter), nnd the State of Alaska, within lhe Cook Inlet nrcn of Alnskn In order
to facilitate land management and to create Intai ownership patterns wildeli
eneounigr settlement nnd development In npproprlute nvnna. Tile provisions of
this Meetlon shnll lake effect nt sneli time ns nil of the following have taken place:

— (1) The Hinto of Alaska has conveyed nr Irrevocably obligated ll»elf In
convey lands to the United States for exchange, hereby niitlioriml. with
the Region In accordance with the document referred to In siitweetlon tlit :
i»(2) The Region and all idiilntlffs/nppclinlils have withdrawn front Cook
Inlet v. Kleppe, Nn. 75 2232, illit Circuit, nnd such proceedings Imve been
dismissed with prejudice; and



(3) AIll Native village selections under section 12 of tlie Alaska Native
'‘Claims Settlement Act of the lands within Lake Clark. Lake Kontriisliiliuna.
and Mnlichatna River deficiency withdrawals have been irrevocably- with-
drawn and waived.

The conveyances described in pnragraph (1) of (his subsection shall not he
suhioct to the provisions of section ti(i) of the. Alaska Statehood Act (72 Sinl.
m

(lii The Secretary shall make the following conveyances to the Region, in
accordance with the specific terms, conditions, procedures, covenants, reaerva-
lions. nml other restrictions set forth in the document entitled eeTerms nnd
'‘Conditions for Land Consolidation nnd Management in Cook Inlet Area." which
wns submitted to the House Committee on Interior and Insular Attaint on De-
cember 10. 107,1. the terms of which are hereby ratified ns'to the duties and
obligations of the t'nited States set forth therein:

S* (1) Approximately 10.2-10 acres of land within the Kenai National Moose
Range; except that there shall he no conveyance of the lied of Lake Tnsta-
mena, or the mineral esfnte In the water-front stone described In the docu-

V  mentreferred to In this subsection.

2) Title to oil nnd gas and coal in not to exceed 9.5 townships

v the Kenal National Moose Rnngc;

' (3) Federal Intemts in townships 10 South, llange 0 West. F.M., and
township20 North. Rnnget) Hast, S.M.:

N (4) Township 1 Smith. Range 21 West.. S.M.: secs. 3-10, 15-22 23 and
SO: nnd rights to metalliferous minerals In tho following sections In town-
ship 1 North. Range 21 AVest, S.M.: sics. 13. VI. 15, 22. 23. 24, 25. 20. 27.
2S.32.33,34.35.30;

vi (51 Twenty-nine nnd sixty-sI\ hundredths townships of land outside the
boundaries of Cook Inlet Region; unless pursuant to the doeument referred
to iu this subsection n greater nr lesser entitlement shall exist, iu which case

v the Secretary shall convey surli entitlement:

n (01 f,nnds selected hy the Region from a pool which shall lie established
by the Secretary and tho Administrator of Oneml Services: Provided,
That conveyances pursuant to this paragraph simll not lie subject to the
provisions of section 22(1) of the Alaska Native Claims Settlement Act:
Provided further, Thnt conveyances pursuant to this paragraph shall lie
made In exchange for lands or rights to select lands outside the boundaries
of Cook Inlet Region as deaerlbed In paragraph (5) of this subsection nnd
on the basis of values determine,1 by agreement among the parties, notwith-
standing any other provision of law. Effective upon their conveyance, the
lands referred to In paragraph (1) of this subsection nro excluded from (lie
Kenal National Moose Range, but they shall automatically become part of
lhe Range nml mihfcct to the laws nnd regulations applicable thereto upon
tide (hereafter vesting In lhe Culled Slates. The Secretary Is nutliorlr.etl lo
acquire lands formerly wllliln (lie Range with Ihe concurrence of the owner.
Section 22(e) of the Alaska Nnilve Claim- Settlement Act. roneerning refuge
replacement, sImll apply with respect to lands conveyed pursuant to para-
graphs (1) and C!) n* this subsection, except that the Secretary may des-
ignate for replacement hind twice the amount of any land without restric-
tion ton native corporation.

No Innds nulside the exterior boundaries of Cook Inlet Region shnU lie conveyed
to Cook Inlet Region, Inc.. unless. In the following circumstances, the consent of
other Native Cot Ornilons Is obtained:

I. Where the township to lie nominated Is located wllliln nn area withdrawn
ns of Dccemlior 15, 11)75. pursuant to Section 11(a)(1) CIRI shall obtain
the consent of the Region and VIlinge Corporation affected.

Il. Where the township to lie nominated Is loealed wllliln mi area with-
drawn pursuant to Section 11(a)(3) ns of December 15. 11)75. CIRI shall
obtain tho consent of the Region In which the township Is loealed,

There simll he established a buffer gone outside the withdrawals described In
subparagraphs I and Il which zone sliull extend one township from any spell Sec-
tion 11(a) (Ml wKhdrnwnl nnd one and nne-linlf tmvnxhlpo from nny Seelion
111In 111). Any uomluallon nf n township within such /.one shnll lie subject to

\th\J

within



11k* consent of the Region, or of the Village Corporation If adjacent to u
tion I1(n) (1) withdrawal, provided, however, timt the affected Regional i
poration nuty desigonte additional lands to be included by substitution iu
buffer zone so long ns the buffer zone location is no greater than two townships
in width and the total aerenge of the buffer zone is not enlarged. The affected
Region shnll designate the enlarged buffer zone. 1L any, no later than six months
loin.wmg the passage of this act. Any use or development by Cook Inlet Region.
Inc., of land conveyed under tills paragraph ahull give due protection to the
existing subsistence uses of such lands by the residents of the area: nnd no
easement across Vllinge Corporation lands to lands conveyed under this para-
graph shall be established without the consent of the said Village Corporation
or Corporations.

te) The lands and Interests conveyed to the Region under the foregoing sub-
sections of this section and the lands provided hy the State excliange under
subsection ui) (1) of this section, shall be considered nnd treated ns conveyances
under the Alaska Nntlve Claims Settlement Aet unless otherwise provided, nnd
shall constitute the Region's full entitlement under sections 12(c) and 14(h) (S)
of Die Alaska Native Claims Settlement Aet. Of such lauds. 115 townships of snh-
surfitce in the Kenal National .Moose Range shall constitute the full surface and
subsurface entitlement of the Region under section 14(h) 18). The hinds which
would comprise the difference in acreage between the lands actually conveyed
under nml referred to iu the foregoing subsections of this section, and any linal
determination of wlmt tin* Region's acreage rights under sections 12(c) and
111ii i (8) of the Alnskn Native Claims Settlement Act would have boon, if the
conveyances set forth in this section to Ihe Region luid not been executed, shall
he retained by the United States nnd shall not he available for conveyance to
any regional corporation or village corporation, notwithstanding ni.y provisions
of the Alaska Native Claims Settlement Act to the contrary.

id) (1) The Secretary simll convey to the Stillt* of Alaska, nil right, title mid
Interest of llie United States in nud lo ell of Dip following lands:

1) At least 22.8 townships nnd no more thenn 27.0 townships of land from
those presently withdrawn under section 17(d)(2) or the Alaska Native
Claims Selllenient Act In lhe Lake Illamnn area and wllliln Die Nusimgak
River nr Kokselnu River drainages near Innils lierelofore selected by llie
SIntiT, lThe nimmid <mxridentities of which simll lie determined pursuant to
the document referred to In subsection (h); and

(i) Twenty-six townships of lauds in flic Talki elini Mountains. Kamishak
lluv. anil TiUnn Cake ni‘cns. lhe ldentities ofl which are set forth In Lhe
document referred to in subsection (b).

All lands granted to the Stale of Alaska pursuant to tills subsection shall he
regarded for all purposes as If conveyed lo llie Slate under and pursuant lo sec-
lion Il of the Alaska Klulcliood Act: I'rni‘hlicil, however, that this grant of lauds
shall not constitute a charge against tlu* total acreage to which the State Ihon-
Ilil»d under seel lon (1(h) of the Alaska Statehood Aet.

i i The Secretary Is authorized and directed lo convey lo lhe State of Alaska.
without eeonsldorntioii. all rigid. Mile and interest of the United Slides lu and to
all of that tract generally known as tin* I'umnhcll Trad and more particularly
Identified in the document referred to in subsection [|I>) except for one compact
anil <f laud which he determines, after consultation with lhe Statu of Alnskn,
Is actually needed hy (ho Iturcnii of l.and Management for Us present operations:
I'n i hlvil. TiImt in llo event sImll the unit of land so excepted exceed 1,000 acres
in size. The land authorized lo he conveyed pursuant to tlds paragraph simll he
mwed for public parks and recreational purposes and other compatible public
purposes In accordance with ttu* generalized land use plan outlined In Ihe Greater
Anchorage Area l'orongh'a Far North niccidoimhil I'ark Mnster Development
Plan of September 1(174: Pniiirlrd, That If the land Is not used for the nimve
purposes Il shall revert to the United States. Except as provided otherwise In
tlii- paragraph, in maidnr the conveyance authorized and required bv t'ds
paragraph, the Secretary shall utilize the procedures of Die Recreation nml Public
1'urposcs Act (Il Slut. 711), as amended, nml regulations developed pursuant
to Dud Ael : I'mliihil, hninrcr. Dial lhe acreage lImlliilion provided hy see-
lion 11 h) of Hud Ad. as amended hy the Ad of Jump 4 ,1HM (llk Stilt. 17.4). shnll
lint apply lo ilils conveyance, nor simll Die lands conveyed pursuant lo lids parn-
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graph be counted against that uereage limitation wih respect to the State Of
Alaska or any subdivision thereof.

(3) The Secretary Is authorized nnd directed to make available for selection
by the State, in Its discretion, under Bectlon 6 of the Alaska Statehood Act, 124
townships of land to he selected from lands within the Tmkoplnn Mountains
wnil ftftkwnn Hirer ureas as described in the document referred to in subsection
(bin

(e) The Secretary may, notwithstanding any other provision of Inw to the
contrary, convey title to Jnnds nnd interests In lands selected by Native coriwro-
tions within tlie esterior boundaries of Power Site Classification 443, February
13, 1958, tb such corporations, subject to the reservations required by section 24
of the Federal Power Act.

(f) AIll conveyances of lands made or to be made by the State of Alaska In
satisfaction of die terms and conditions of the document referred to In subsec-
tion (h) of this section shall pass all of the State’s right, title, nnd interest In sueh
lands, Including the minerals therein, as If those conveyances were mtide pur-
suant to section 22{f, of the Alaska Native Claims Settlement Act, except that
dedicated or plnttod section line easements nnd highway and other righta-of-wny
may be reserved to the Sti te.

(g) The Secretary through the National Park Service, shall provide financial
assistance, not to exceed $25,000, hereby authorized to he appropriated, and
technical assistance to tho lleglon for the purpose of developing and Implement-
ing u land-nso plan for the West side of Cook Inlet, including on analysis of
alternative uses of such lands.

(h) Village corporations within the Cook Inlet Region simll have until Decem-
ber 18, 1070, to lUe selections under section 12(b) of tho Alaska Native Claims
Settlement Act, notwithstanding nny provision of that aet to the contrary. _

“ "(1) The Secretary shall report to the Congress by April 15, 1070, on the |mple-
mentation of this section. If the Stnte fails to agree to engage in a transfer with
the Federal Governme t, pursuant to subsection (a)(1), tho Secietury simll
prior to December 18, 107(1. make no conveyance of the lands timt were to tie
conveyed to the Region In this section, nor simll he convey prior to sueh date tho
Point Campbell, Point Woronzof nnd Campbell tracts, so that the Congress Is
not precluded from fashioning an appropriate remedy. In the event timt the
Stale falls to agree as aforesaid, all rights of the Region that may have been
jixtinguiKhed by this seel lon simll he restored. «—

NN NS eo. 13. Section 21 of tho Alaska Native Cinlins Settlement Act or December 18,

\
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11)71 (85 Stilt. OSS), Is hereby amended hy adding the following subjection at the
end thereof:

“(f) Until January 1, 1092, sleek of any Reglonal Corporation organized
pursuant to section 7, Including the right to receive distributions under suhsor-
tion 7(j), and stock of any Village Corporation organized pursuant to seetion H
simll not tie includable In the gross estate of a decedent under sections 2031
nnd 2033 of tin* Internal Revenue Code.”.

Sue. 1*L (a) The Secretary shall pay. by grant. f '50,00i) to each of the corpora-
tloiia established pursuant to seetion 14(h)(3) of the Settlement Act.

(b) Tin* Secretary slmll pay, by grant, $100,000 to each of Hie following
Viliam* Corporations:

(1) Arctic Village;
(2) Klim;

(3) Cambell;

(4) Snvoongn

(5) TetUntnnd
(0) Venctlce.

(c) Funds authorized under tills section may he used only for planning,
development, nnd other puriHwes for which the corporations act forth In suli*
sections <n) nud (lit nrcorganized under the Settlement Art.

(d) There Is authorized to lie appropriated In the Secretary for the purpose
of this section a sum of $1,000,000 In fiscal year 1070.

See. 15(a). The Secretary shrdl convey under sections 12(a)(1) and 11(f)
of tlie Settlement Aet to Koning, Incorporated, a Regional Corporation rtdiib-
lished pursuant to seellnn 7 of said Act, such of lhe snimurfure estate, oilier
than title to or tho right lo remove gravel nnd common varieties of minerals and
materials, as Is selected hy said cnrpnrnlinn from lands withdrawn by Public
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Lund Orilnr 5397 for identification for selection by it located in tbe following
described area:

T3US, R52W

T37 S.E51 W

T 37S,1152W

T 37 S, 1t53 W, sec. 1-1,9-12,13-10,21-24, north VAof 25-2S
T38S,R51W, sec. 1-5.'3,10,12,13,18,24,25

T 38S. R52W, sec. 1-35

T 38S.R53IT,sec. 1,12,13,24, 25,36

T3S, It51 W, sec. 0, 7,16-21,28-33

T39S, R52W,sec.1,2,11,12,.13-10,21-24
T39S, R 531V, sec. 26, 33-30

T40S,R52W, sec. 6,7.8,9,10,17,18-21,27-30
T 40 S. R 53 W, nil except sec. 20,29-33

T 40 S, R54 W, all except see. 85 & 36

T 41 S.R 521V, sec. 4, 8-13
T41S.R54W, sec. 3
T41S, F53W, sec. 1,2,11,12,13

Notwithstanding the withdrawal of such lands by Public Land Order 5179 aa
amended, pursuant to section 17(d)(8) of the Settlement Aet: Provided, That
notwithstanding tho future designation by Congress ns part of the National Pork
System or other national land system referred to in section 17(d) (2) (A) of the
Settlement Act of the snrfucc estate overlying any subsurface estate conveyed as
provided iu this section, nud with or wlithuttt such designation. Konlag, In-
corporated, shall liave sueh use of the surface estute Including sueh right of
access thereto, ns U rrnsounldy necessary to the exploration for and the removal
of oil nnd gns from said subsurface estate, subject to such regulations hy the
Secretary as are necessary to protect the ecology from i>ennanent harm.

The United States shull make available to Konlag, Its successors and assigns,
sand ami gravel ns Is reasonably necessary for the construction of facilities nnd
rights of way nppurteanut to the exercise of the rights conveyed under this
section, pursuant to the provisions of 30 U.8.U. 001 et seq., nnd the regulations
implementing that statute which are then la effect.

(h) The subsurface estate In all Innds other than those described lu subsec-
tion in) within tho Konlag Region nnd withdrawn niuler section 17(d)(2)(e)
of the Settlement Act, shall not be available for selection by Konlng Region,
Incorporated.

Sre. 1 Within ninety (90) (lays after the date of cnnelment of this Aet, the
corporation created by the enrolled residents of the Village of Tatltlek may
tile selections upon nny of the following described lands:

QOPPER RM.oC MERIDIAN

RdSO Section

N

126, 31-35,
21, A
6. 16,17,20-72, 27-29, 33 B,

. 8.9.
6.9 11
4-16. 21, 72,27. 28.

[RIGIN]

=

The Secretary shall receive nnd adjudicate such selections as though they were
timely Med pursuant to Section 12(ul nr 12(10 of the AlnRka Native Claims Set-
tlement Act (85 Stat. tKS) und were withdrawn pursuant to Section 11 of that
Aet.

The Secretary slmll roarer such land" selected pursuant to lids nntliorb.ntinn
which otherwise comply with the applicable statutes and regulations. This sec-
tion ahull not he construed to Increase the entitlement of the corporation of lhe
enrolled residents of Tatltlek or to Increase the amount of land Hint may he se-
lected from the National Forests system. The subsurface of any land selected
pursuant to this section shall be conveyed to the Regional Corporation for the
Cliucneh Region pursuant to Section 14(f) of the Alaska Native Claims Settle-
ment Act.

57-00(1— 75 2
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Seo. 17. Section 22(f) of the Alaska Native Clniuis Settlement Act is amended
to provide as follows:

If) the Secretary, the Secretary of Defense, the Secretary of Agriculture,
and the State of Alaska are authorized to exchange lands or interests therein,
including native selection rights, with the Group Corporations, Village Cor-
porations, Regional Corporations, the Native Corporations, for the Cities of
Juneau, Sitka, Kodiak and Kenal, other municipalities nnd corporations or
Individuals, the State (acting free of the restrictions of section lid) of the
Alaska Statehood Act), or any federal agency for the purpose ot etiectlng
land consolidations or to facilitate the management or development of flic
land, or for other public innnuscs. Exchanges shall he on lhe basis of cnml
value, anti cither party to the exchange may pay or accept cash In order to
equalize the value of tlie property exchanged. Pravlihtl. That when the
parties agree to an exchange nnd the Secretary deferinineiTIt is In the plUUII!
Interest, such exchanges may no mime tor oilier than equal value.

Sue. 18. Except ns specifically provided in this Act, (i) the provisions of the
Settlement Act are fully applicable to tills Act. uml (il) nothing iu this Act snail
be construed to alter or amend any of such provisions.

—_ . 1Y rpose

Tlie purpose of 11.R. 6644, ini rodneed bv Mr. Young of Alnskn. is to
nmend and supplement, in certain respect's, the Alaska Nntivc Claims
Settlement Act o< December 18. 1671 (85 Stat. 688). Among other
things, tiie bill ns introduced, would accomplish the following:

The roll of Alnskn Natives would he reopened for one year from date
of enactment to enroll those Natives who failed to meet the .March lid.
1673. enrollment deadline established by the Secertnry of the Interior.
No changes in land selection rights mirsuant to the Settlement Act
would occur ns a result of the new enrollment process. (Sec. I (a)).

The Secretary would iie required to redetermine the place of resi-
dence of Nativs who I:nd enrolled in Native “villages'1or “groups", ns
defined in the Settlement Act for purposes of receiving benefits, which
villages or groups have subsequently been found ineligible. Prior dis-
tribution of benefits nnd land entitlements under the Act. would not lie
affected (Sec. 1(c)).

Natives who reside on lands of, but are not members of, villnge(s)
which elected to retain their former reservations under section 16(b)
of the Act are given tho opportunity to enroll to such villuge corpora-
tions. (Sec. 1(b)).

Tho Secretary is directed to establish nn escrow account in which are
to he deposited funds earned on lands withdrawn for Native selection
pending issuance of patents thereon. Interest will be earned on such
account nnd it will bo paid out as interests anpear upon issuance of
linal patents to the Native corporal ions. (Sec. 2).

Native corporations would be exempt from tho provisions of the
Securities Act of 1683, the Securities Exchange Act. of 1631. nnd the
Investment Company Act. of 1640 until December 31,1661. (Sec. 3).

Clarification is made that (1) payments nml grants to Natives under
the Act arc not to he deemed its n substitute for any government pro-
grams Natives otherwise would be eligible for as citizens nnd tbat (2)
benefits received by Natives under the Act arc not to be counted as
income or other resources for purposes of the Food Stamp program.
(Sec. 4).

Money, in tho Alaska Native Fund, pending distribution, is to be
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treated ns trust funds of Indian tribes for interest nnd investment pur-
poses. (.Sec. 5).

Mergers of Native village corporations which are too small to In?
economically viable with other village corporations or with the re-
gional corporation would be permitted under certain conditions. (Sec.
C).

The life of tho Joint Federal-State Land Use Planning Commission
is extended three Years until June 30.1979. (Sec. 7).

The decision of the villuge of Klukwan to retain their former reser-
vation under section 19(b) of the Settlement Act rather than share in
the benefits of the Act resulted in a severe inequity to some of its
members because of a prior valid right to the lands of such reserva-
tion. This inequity is corrected by, in effect, vitiating such election and
allowing Klukwan to share in the Act's land benefits. (Sec. 9).

The Regional Native Corporation of tho southeastern region (Scn-
laska. Inc.) is given authority to select its land entitlement under sec-
tion 14(h) (8) of the. Act from lands withdrawn for, but not selected
by. village corporations of that region. (Sec. 10).

Tho boundary between the southeastern Native region nnd the Chu-
gach region iscontinued at tho 141st meridian. (Sec. 11).

The severe land selection problem encountered hy the Cook Inlet Na-
tive region in securing its land entitlement under the Act is resolved
bv providing for certain conveyance of lands to the regional corpora-
tion from the U.S. and the State of Alaska. (Sec. 12).

The value of shnre of stock in Native corporations nnd the right to
receive dividends therefrom are excluded from the gross estate of a
Native shareholder for Internal Revenue Code purposes. (Sec. 131.

Grants of $250,000 each are authorized for the Nntivc corporations
of Juneau. Sitka, Kodiak, and Kenai and $100,(100 each for the villages
of Artie Village. Klim. Gnmbell. Savoonga. T.'tlin, and Venetie for
planning, development and other purposes for which these corpora-
tions were organized. (Sec. 11).

The Koning Native regional corporation is conveyed title to approx-
imately 18(1,000 acres of subsurface estate in lands which lands are
proposed for inclusion in the Aniakeh.uk Caldera National Monument.
(Sec. 15).

BACKonorND

On December IS. 1971, the President signed into law the Alaska
Native Claims Settlement Aet (the Settlenient Act). Public Law
92-203. 85 Stat. (188. This legislation extinguished nil nimriginal
claims to land in Alnskn and iu return provided the Natives (indi-
vidnnllv and through 12 Regional Cornorntioi s and approximately
220 Village Corporations established under the law's provisions) with
n land settlement of approximately 40 million acres and a monetary
settlement of uenrlv a billion dollars (S102.500.000) from the general
fund of the Treasury, and $500 million from mineral revenues from
lands in Alaska conveyed to tlie State under the Statehood Aet after
the 'ennetment of the Settlement 'et nnd from the remaining Federal
lands, except. Naval Petroleum Reserve No. 4).

O rganization’

The Act provided timt. within 2 yours from the date of citnrhitc'd.
the Geerotary of the Interior was to prepare a roll of all Natives vylio
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were born on or before, and who were living on, the date of enact rnenf.
Within one year of enactment, the Secretary was required to divide
tho State of Alaska into 12 geographic regions for purposes of the
Settlement Act. The Natives of each region were authorized to estab-
lish a Regional Corporation to conduct, business for profit under the
laws of Alaska, nnd all 12 Regional Corporations have been organic"- h
The Act also listed 217 villages, the members of which were to ¢

lish profit or non-profit Village Corporations. Tho Secretary wi
ouired to review tho listed village within 2\> years of enactn.
disqualify those that do not meet the Act’s criteria, and add tin a
which do meet the criteria but were not listed in the Act. Some 220
Village Corporations hare been established.

Tlie Act also revoked existing Native reserves and authorized the
Native Village Corporations formed on each reserve to elect to take
either title to the reserve lands or the benefits of the Settlement Act.
Native groups which were not eligible as villages were also asked to
incorporate. Finally, the Natives of four urban centers in which tho
Native population constitutes a minority (Sitka. Kenai, Juneau, nnd
Kodiak) were also expected to incorporate.

Tho Corporations are to issue strek to their members, however such
stock is inalienable for a period of 20 years.

Tire Land

To permit the Regional and Villnge Corporalions to select OS million
acres, the Act requires the Secretary to withdraw approximately 25
townships annum each Native village listed in section 11 nnd. in case
of insulheiont lands within that area, withdraw nearby lands equal
to three times the deficiency. Tho Secretary was authorized to with-
draw and convey an additional 2 million ceres outside the otherwise
withdrawn areas for specific purposes: cemetery sites and historic
places; not more than 23,010 acres for each Native group which docs
not (nullify as a Native village; not more than 23.010 acres for each of
the Native Corporations in four urban centers the populations of
which are no longer composed predominantly of Natives (Sitka,
Kenai, Juneau, and Kodiak): and not more than If>0 acres for each
Native living outside the otherwise withdrawn areas.

Of these withdrawn lands, the Village Corporations are to receive
title to 22 million acres of surface estate only: 1Si/, million acres of
surface estate in the 25 township areas surrounding each Village,
divided among the villages according to imputation, and fd.k million
acres of surface estate, divided among the Villnge Corporations in 11
regions (excluding the southeastern region, Sentaska) by the Regional
Corporations on an equitable basis after considering historic use. sub-
sistence needs, and population. The deadline for selection of lands hy
the Village Corporations was December 18,1071.

The 12 Retrional Corporations are to receive the subsurface estate
in the 22 million acres patented to the Village Corporations, and the
full title to Ifi million artas selected within the 25 township areas
surrounding the villages. This land would divided among the 12
Rpgionnl Corporations nn the basis of land areas within each region.
The Regional Corporations would also receive the subsurface estato



13

of land selected by Native groups (one township, 23,040 acres, each),
individual Natives residing outside villages (100 acres each), and tlie
Native Corporations for Jsitka, Kenai, Juneau, and Kodiak (23.404
acres each). The balance remaining from the two million acres with-
drawn for the group, individual, and town selections after selection
is made is also to go to the Regional Corporation. Finally, Regional
Corporations would be conveyed cemetery nnd historical sites. The
deadline for Regional Corporation land selections is December is,

1975.
Tiie Fokus

Tlie Act established in the Treasury an Alaska Native Fund into
which is to be paid $402,50(1,000 in Federal funds over nn 11-yenr
period and a 2% overriding royalty from nil proceeds received from
the disposition of minerals subject to the Mineral Leasing Act in
Alaska from both Federal (other than Naval Petroleum Reserve No.
4) and State lands until an additional sum of $500,000,000 is reached.

The Regional Corporations would receive, all payments on a
quarterly basis as funds are made available on passage of appropria-
tions acts. The payments arc divided among the regions on the basis
of Native population. Tlie Regional Corporations must also divide
among themselves 70 percent of the mineral and timber revenues re-
ceived by them from lands conveyed to them. Each Regional Cor-
poral ion must then distribute to the Village Corporations and the class
of stockholders who are not residents of these villages not less than 50
percent (45% during the first live years) of the funds granted to it and
all timber and mineral revenues from its lands. During the first five
years, not less than 10% of all corporate funds from the two above-
mentioned sources tiro to be distributed by the Regional Corporations
among their stockholders.

With some minor exceptions, the land and moneys received under
the settlementare not taxable at time of receipt.

E xPLLAVATJON’

The Alaska Native Claims Settlement Act is a very complicated,
far-ranging law. It. was the subject of exhaustive congressional hear-
ings, consideration nml debate. The final product represents a delicate
balancing of the myriad of interests within the. State of Alaska and the
Nation as a whole.

The primary purpose of the Act was to finally settle the long-stand-
ing land claims of the Mitskn Natives in a fair, expeditious manner.
In addition, however, the Act attempted to secure the interests of
the. public at Inrgo preserving the unii]iic status and value of certain
lands in the State, in providing for the orderly development of the
resources of Alaska, and in preserving tlie ecological and environ-
mental balance on this Inn

Tho Act also sough; to permit the development of the vast energy
potential of the State to aid in meeting the growing energy shortages
of the Nation while iiiee'big the needs of the Natives ami of the public
at large.

To light of tim many issues and circumstances which the Act
attempted to meet and e> titnlily resolve, it is little wonder that
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experience in tlie implementation of the Act has disclosed some defi-
ciencies and oversights on the legislation. This is particularly true
with respect to insuring that the Native beneficiaries of the Act ob-
tained the rig.its to which they were entitled.

The Committee, in tlie exercise of its oversight responsibilities and
in extensive hearings on the Settlement Act has identified several
Presoing deficiencies in the Act and resultant inequities which require
legislative remedy. H.R. GGl4, as amended, will provide that remedy.

Sfctiox-B y-S w:tiov A xai ysis
SECTION 1

Subsection (a) of the hill authorizes the Secretary of the Interior
to review all applications filed within one year sifter the date, of en-
actment of tho hill by persons who missed the March 30. 1073 dead-
line for filing applications for enrollment as Alaska Natives. The
='Secretary would then enroll those Alaska Natives who meet tho quali-
fications for enrollment set out in the Alaska Native Claims Settlement
Act except for their failure to meet the March 30, 1073 deadline.

In addition, section 1(a) sets forth the procedures for making all
tho changes required by amendments to the roll resulting from the
new enrollments thereunder, specDicnlly with regard to issuance of
stock in the proper Native corporation to any Native newly enrolled
and to future duitributions under the Settlement Aet. Also, the sub-
section provides that no land entitlements of “villuge” or “group”
eligibility will la* affected hy the changes in enrollment thereunder.

Some 77.000 Alaska Natives tiled timely enrollment applications
and were included on the final roll certified hy the Secretary of the
Interior on December 18, 1073. However, approximately 800 appli-
cants tiled after the March 30, 1073 deadline. There, applications were
summarily denied. In addition, numerous other Natives were dis-
suaded from tiling upon learning that the deadline hud passed.
Further, because of the remoteness and isolation of .ilive settlements
in laska,the subsistence hunting and fishing culture of innnv Natives,
and the wide dispersion of other Natives throughout the United
States and foreign countries, many Natives did not receive timely
no'iec about the enrollment process.

This new enrollment period will afford these Natives the opportu-
nity to share in the benefits Congress intended for them. While there
is i*o neenrnfo count of eligible Native*- who missed enrollment, esti-
mates indicate tluil the number would he greater than 1,000.

Subsection 1(h) provides thut. the Secretary is authorized lo poll
.Natives enrolled lo villages or groups not recognized as village cor-
noral'ons under the Settlement Ael and which are located within the
boundaries of former reserves where village corporat ions elected sur-
face and subsurface rights under section I!>(M of the ... Act.
The Secretary may allow these natives to enroll to a seetion 10(h) vil-
lage corporation or to remain eitrolled on an at-large basis in the
Rmronal Corporation of the region in which Ihe village or group is
Joonted.

Although tin* Inngiia"p of the provisions is general nml would npnlv
to any case falling within its terms, the provision is spocillcully
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directed toward nn inequitable situation identified by tlie Committee
on tiie Island of St. Lawrence. The villages of Gauibell and Savoonga
elected to retain and take title to their former reservation pursuant to
section 19 of tho Settlement Act. That former reservation constituted
the entire Island.

Approximately 30 Natives who live on ti.e Island enrolled to places
oilier than Gumboil or Savoonga. Since all the land was taken by the
two villages as the former reserve, these Natives car.not realistically
obtain land benefits as a Native group. The subsection will correct
this and other such inequitable and unintended results of the Settle-
ment Act.

Tho Committee adopted an amendment which makes clear that no
enrollment ehnngcs resulting from subsection (c) will affect nny land
entitlements under section '2(b) or If (h) (8) of the Settlement Act.
The Committee docs not intend Hint the addition of the proviso
he taken to lie a congressional determination that any such enrollment
change might or might not otherwise affect such entitlements.

Section 1(c) provides that, in those cases where, under the enroll-
ment provisions of the Settlement. Act. there were enrolled as residents
of a place the minimum number of Natives necessary to qualify as a
Native village or group and where it is later determined by tlie Secre-
tary that sueh place is not eligible for land lienefits as a village or
group on grounds which include nn insufficient numlicr of residents,
ihe Secretary is required to redetermine the place of residence of sneli
Native asof April 1.11)70. and to enroll such Native in the appropriate
Nativncorporal ion or corporations.

The subsection maintains existing or past distributions of funds or
lind entitlements under the Settlement Act notwithstanding sueh re-
determination of residence. In addition, it affords an opportunity for
notice and a hearing for those Natives whose residence is bring redeter-
mined nnd for those Native corporations gaining or losing stockholders.

SECTION 2

Section 2 contains provisions to correct ambiguities which have
arisen during the implementation of tho Settlement Act concerning the
distribution of certain receipts nnd proceeds.

Subsection (a) provides tlie Secretary of the Interior with author-
ity to deposit receipts derived from contracts, leases, permits, rights-
of-way or easements pertaining to land or resources of land withdrawn
for Native selection pursuant, to the Settlement Act in an escrow nc-
cuunt until such time as disposition is made of the land nnd then to
transfor the receipts to the person or entity receiving litle to the, land.
1'pon the expiration of the selection rights of the Natives for whoso
benefit.sueh lands were withdrawn or reserved.tho proceeds from lands
withdrawn hut not selected are to Ix* paid out ns required under law.
Subsection 2(h) provides the authority needed to pav interest, on the
funds held in the escrow account and to allow the Secretary of the
Interior to reinvest, them to obtain a higher return pursuant to the Act
of June 2-1.1938 (A2 Still. 1037.23 I'.'S.C. 102(a)).
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Despite tlie stricture provided in section 14(u) of the Settlement
Act that patents to lands selected by Native coriiorat ions are to be con-
veyed “immediately after selection,” delays between the selection of
land by a Native corporation nnd the transfer of title to that corpora-
tion are unfortunately likely to occur. Several reasons for such delays,
such ns the absence of an easement policy, probably will be elim'nnted
in tho near future. Others arc likely to continue for the duration of the
Native land selection process, in that the Bureau of Land Management
appears to lack the manpower nnd money necessary to process expedi-
tiously the hundreds of selection applications which it has or will soon
receive from the twelve Regional Corporations and the approximately
220 Village Corporations which have qualified for benefits under the
Settlement. Act.

Under existing law, any funds derived from lands owned by the
Federal government must he deposited in the Treasury or other np-
pmpHatle depcsitory until title passes, despite the fnct thnt such lands
may haw been selected by a Native corporation. Therefore, in the
absence of section 2 of ILR. 6(144, no authority exists to establish an
escrow fund on behalf of the Native corporations. Accordingly, these
corporations could he deprived of a significant asset which they would
ho entitled to receive but for the existence of problems beyond their
control—delays in conveying the selected land nnd Inck of authority to
protect Native proceeds in the interim. Tlie Settlement Act vests the
Secretary of the Interior with interim authority to grant lenses, con-
tracts, permits, rights-of-way, and easements on Native lands. In a
growing number of situations. Native corporations have wanted the
Secretary to enter into one of these arrangements, but, have been forced
to abandon their plans due to the lack of escrow authority.

Subsection (c) relates to public easements reserved in nny convey-
ance pursuant, to section 17(h) (3) of the Settlement Act. Many of tlie
actions arising from thcso reserved easements may not lie performed
until years after the conveyance has been issued. Although the reserva-
tion would have been made in the conveyance, section 2 would insure
that, proceeds derived from these section 17(b)(3) reserved ease-
ments at any time after conveyance has been issued will lie paid to the
grantee of such conveyance in accordance with the grantee's propor-
tionate share. The Department of tihe Interior believes it would be ad-
ministratively prohibitive to distribute the income to tlie owners of
the land covered by the easement reservation without the certainty
provided by section 2.

Subsection (d) provides that, where there is n conflict between the
provisions of this section nnd Other Fedoral law applicable to Alaska,
this section will prevail. In addition, it provides that payments made
to any corporation or individual from the «w.>0\v account shnll not lie
considered revenue for purposes of tho mineral rovonuo sharing sec-
tion 11(d) nnd (f) of the Settlement Act.

SUCTION 3
Section 3 adds n now section 28 to the Settlement Act. which exempts

Native corporations organized under timt Act from the provisions of
certain federal securities laws during the time thnt the stock of those
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corporations is subject to prohibitions on sale or disposition, i.e.
December 31,1901.

A. The Investment Company Act of ID.'fi

The exemption is necessary because of certain “mechanical” pro-
visions of the Investment Company Act and the present, uncertain
status under the 1040 Act of Native corporations established pur-
suant to the Settlement Act. Tlie 1940 Act requires highly technical
registration and periodic reports to the Securities Exchange Com-
mission (SEC) from corporations which arc by design “investment
companies” ns well as corporations which are deemed “inadvertent”
investment companies because more, than 40 percent of their total
assets, exclusive of cash nnd government, securities, are held in lie
form of “investment securities.”

Tho Native corporations ar designed to be operating profitmnking
business corporations. They are not expected to be “investment, com-
panies” ns that term is customarily used. All of them will eventually
own surface nnd/or subsurface interests in substantial amounts of
land. Once the corporations arc fully organized it is apparent that
many of them will never be “investment companies” by virtue of their
intentional business decisions or because they happen to have more
than 40 percent of their non-cash assets in investment securities. Tho
probable value of certain land interests makes it. unlikely thnt several
of these corporations will ultimately fall under the 1940 Act because
of the. -10 percent test.

The structure of the Settlement Act results, however, in substantial
cash flowing to these corporations years ahead of conveyance, nnd evnl:
nation of land selections. Over $i50 million has been distributed to
Native corporations; whereas land selections have not yet resulted in
title passing to the corporations, selections will not.be completed until
the. end of 1975, nt the earliest, nnd conveyances will not be completes!
for perhaps 15 years.

Tho Native corporations must do something with the money they nro
receiving. They cannot let. it lie fallow in checking accounts, yet they
are unprepared now to proceed immediately into profit-oriented busi-
ness for themselves. To meet, this problem corporations arc to some
extent planning lo put money into commercial bank time deposits or
certificates of deposit, with interest returns somewhat higher than
savings accounts, nut. lower than “high-risk” investment ventures.

These plans present another potential problem under the 1940 Act.
While tlie Court of Appeals for the Second Circuit has held timt
“certificates of deposit” are not “investment securities” for 1940 Act
purposes, the SEC stnfi' informally takes n contrary position. Thus the
Native ooporntions which prudently try to obtain moderate return
by purchasing certificates of deposit may be required to undergo costly
and time-consuming registrations under the 1910 Act only to find that
throe years from now when land selections are complete they are no
longer subject to thnt, Act and must then go through costly and time-
consuming procedures to deregister. The end result is extensive paper-
work nnd a needless waste of time, money, and manpower.

It is too early for these fledgling corporations to know oven what,
their investment policies and legal and accounting problems may be to

[17-000—75— a
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make registrat on practicable for them under the Investment Com-
pany Act. On the other hand, the penalty for failure to register under
that Act, even for a company which inadvertently becomes subject to
its provisions, are severe. It is the purpose of Section 3 of H.R. 60-14,
amended, to provide the corporations formed under tlie Settlement
Act with turnaionnd time in order to identify any problems which
they may ultimately have under tho Investment Company Act and to
work out appropriate solutions for such problems internally and in
consultation with the staff of the Securities ami Exchnnge Commission.
The SEC has promulgated a temporary rule exempting Native
corporations which register as investment companies from most of the
provisions of the . 040 Act. Nonetheless, the exemption provided for in
this section is necessary. The Committee is informed that some
Regional Corporations have not registered under the. SEC temporary
rule and there cxirts some risk that their corporate nets and contracts
might,be vulnerable to challenge under the 1940 Act. The exemption
wifi provide necessary brentliing room to the SEC and the Native
corporations inorder to permit resolution of long-range sol utions.
Another reason .'or temporarily exempting these entities from the
Investment Company Act. is to enable them to merge under provisions
of Section Oof fl.R. .6644. In 197.) the NANA Corporation and the
eleven Village Corporations '.n thnt region agreed on u plan of merger.
The Natives spoilt i.bout $200,000 in preparation and filing of a pro-
spectus under the Securities Act of 1933. They did so iu relinnee on a
“no-action” letter from the SEC advising them thnt no application
would be necessary under section 17 of the Investment Company Act, a
section which prohibits transactions between “nlfilintcd persons" with-
out a pri ir order from tho SEC that tho terms of the. transaction are
fair and equitable. At tlie last moment, however, the SEC withdrew
their no-action letter, insisted oil u section 17 application, and advised
that no action would lie taken on the application until extensive public
hearings had been held. This administrative procedure imposes sueh
substantial costs that merger may be impracticable. Since the very pnr-
poso of the merger authority in section 6 is to reduce administrative
expense and overhead, it is appropriate nt the same time to eliminate
unnecessary expenses nnd delays imposed by federal securities laws.

11 Tin* Securities Aet of 1933 and the Securities lixehonye Act of
1931,

During the 20 year jan'iud when Native stock cannot he sold or
transferred it is not necessary to subject these corporations to the ex-
pense and administrative burdens of compliance with the 1933 Securi-
ties Act and the 1931 Securities Exchange Act. Until December 1991,
there will lie no “market,” in the stock of Native corporations since the
stock is inalienable. Therefore it. docs not. seem necessary to subject
these corporations to the. requirements of registering stock under the
1933 Act. The SEC luis itself recognized thut the 1933 Act need not lie
applied to those corporations in certain cases when it issued a “no-
action” letter regarding the issuance of the initial shares of stock to
Natives enrolled in Regional n..d Village Corporations.

The exemption from the 1933 Act is also needed to effectuate the
merger authority iu seetion 6. Tho 1933 Aet requires that the stock
lie registered with the SEC, nnd a prospectus prepared and mailed
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to all stockholders to whom the stock is offered, prior to the time at
which they make the decision on the merger. Stock registration under
the 1933 Act is an extremely elaborate nnd technical proceeding. The
resulting prosnectus, to be mailed to the stockholders, is intended to
disclose every last detail bearing on the question of whether the person
should acquire the stock. In the merger which NANA and the Village
Corporations attempted to undertake in the spring of 1975, the pro-
spectus, which had not yet been cleared by the bECout which resulted
from the SEC's initial round of comments on an earlier version sub-
mitted, consisted of a total of 80 printed pages, including 50 pages of
financial statements, and accompanying footnotes, on all the corpora-
tions involved. In view of the nick or sophistication of most of the
stockholders, particularly on matters such as complex mergers, sueh
a document clearly is not an appropriate method of informing the
stockholders. Yet, such idocument, would be required. It is extremely
costly to prcpnre, and. as noted in the ense of tho NANA merger, costs
well over 9100,000. Clearly such costs for practical purposes would
preclude the possibility of merger between two small Village Corpora-
tions which might be most in need of it.

Conversely, Ore tight restrictions of the 1933 Act on the verbal com-
munications which may be made in conjunction with tho prospectus
virtually preclude any meaningful or simplified discussion at village
or community meetings in order to explain merger to the stockholders.
Thus the 1933 Act requires for disclosure an extremely complex and
expensive document wnich does not serve its intended purpose at least
as to Native corporations, but also precludes the one. effective means of
communication.

Similarly, application of the 1934 Securities Exchange Act is not
necessary (luring tho period when Native stock is inalienable. The. 1934
Act applies to corporations with over 500 stockholders nnd $1,000,000
in assets. An exemption of Settlement Act corporations from only the
1910 Investment Company Act would result in all the. Regional'Cor-
porations and approximately 19 of the Village Corporations being
subject to the 1934 Act which requires expensive initinl registration
with the SEC, tho filing of periodic reports with the SEC, and makes
the detailed proxy rules applicable to any vote of stockholders. For the
reasons discussed above under the 1910 Act, these requirements again
have little proper application to Native corporations and do not. fulfill
their intended purpose in this context. In fact, in a recent letter to
Congressman Lloyd Meeds in connection with the question of exempt-
ing the corporations from the 1910 Act,the SEC characterised the 1931
Acl.ns"a statute which is designed basically to inform tlie Commission
and the investing public as to securities of publicly traded companies.”
Since the stock of Native corporations may not be traded and the
“public” may not invest in it until 1991, the 1934 Act has no proper
application to these corporations.

Although tlie SKC lias stated thnt the 1934 Act is designed to in-
form the “investing public” about securities, the federal securities laws
do provide useful information to the stockholders ns well as the invest-
ing public. Accordingly the new section "8 of the Settlement Act pro-
vides that any Native corporation wliiui, but. for the provisions of
timt section, would be subject to the 1931 Act, must transmit ail annual
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report to its stockholders containing subsantially nil the information
contained in annual reports of corporations subject to the 1934 Act.
Such reports by Native corporations would not be filed with or re-
viewed by the SEC, but the Committee believes that the Native
leadership will comply fully with the intent of this prov ision and will
submit annual reports to their stockholders which are as effective in
disclosing corporate activities as those prepared by companies regu-
lated under the 1934 Act by the SEC. Finally, the Committee under-
stands that the general provisions of Alaska law provide protection
for Native stockholders from any corporate mismanagement and mis-
representations or omissions to represent in connection with sales of
securities, nnd that Alaska courts would look to precedents under fed-
eral securities laws for appropriate standards oi conduct by manage-
ment and other persons connected with securities transactions. Native
corporations have assured tlie Committee timt they do not intend to
seek an exemption from state securities laws on the basis of this exemp-
tion from federal laws and intend to pursue the passage of State legis-
lation to the extent necessary to provide any appropriate additional
protection. Therefore, it is not necessary at this time to impose addi-
tional federal requirements.

- It should bo noted that these corporations arc being exempted from
the federal sccui "*ies laws on the understanding that federal regulation
of Settlement. orporations is not necessary to protcft Native stock-
holders or tho paolic during tho twenty-year period when Native-
owned stock cannot bn sold. However, if this assumption proves in-
valid in ligb* of experience, the Committee is prepared to rc-impose
such provisu .... of tlie federal laws as may he necessary. In short, the
twenty-year exemption should he viewed by tho Natives as nil experi-
ment which will bo stopped if it is abused.

SECTION 4

Subsection (a) merely makes clear the congressional intent that
payments nnd grants under the Settlement Act are not to he deemed a
substitute for any governmental program or benefit which is otherwise
availnblo to Alaska Natives nscitizens of the. United States and Alaska.

Subsection (b) mnkos clear timt benefits under the Settlement Act
shnll not be considered nsincome or other resources for purposes of the
Food Stamp program. Tho background to subsection (1>) is provided
in an August C, 1974, memorandum prepared by the Congressional
Kcsenrch Service of the Library of Congress:

The Liuraiiy of Congress, Washington, D.C. 20540

TUB COUNTING OF INCOME FROM I'’ATMENTS UNDER THE ALASKA
NATIVE CLAIMS SETTLEMENT ACT IN DETERMINING ELIGIBILITY
FOR AND THE AMOUNT OF FOOI) STAMP AND CASH WELFARE
HENEFIT8

Food Stamps

In March 1974, tho State of Alnskn notified the Federal
officesof tho Food Stamp Program (in the USDA’s Food and
Nutrition Service) that it was Alaska’s interpretation timt
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payments mailt under the Alaska Native Claims Settlement
Art (P.L.92-203) should he disregarded in determining eligi-
bility for tho Food Stamp Program and the extent of tlie
food stamp benefit received by participating households. In
addition, it asked for a decision fron. the USD A ns to whether
these payments Should or should not be disregarded under
the Federal regulations nnd instructions governing tin count-
ing of income and resources in the Food Stamp Program.

Alaska bnsed its interpretation 011 numerous groundsr-most
notably, the provisions of section 2(c) of the Alaska Native
Claims Settlement Act,1 Section 2(e) of the Act states, in
part—

. no provision of this Act shall replace or diminish any
right, privilege, or obligation of Natives ns citizens of tho
United States’ or of Alaska, or relieve, replace, or diminish
any obligation of the United States or of tho State of Air o1
to protect, and promote the rights or welfare of Natives as
citizens of the United Statesor of Alaska;..

However, on April 22,1971, the Washington headquarters
of the Food Stamp Program notified its San Francisco re-
gional office that payments to individuals and households
under the Alaska Native Claims Settlement. Aet were Nnot
to he disregarded as income for purposes of the Food Stamp
Program—although stock fin Ghe various native corpora-
tions established under the Act) and land granted under the
Act were to be disregarded as resources (assets) available to
individuals and households applying for food stamps.3 This
notification was transmitted to Alaska—where payments
under the Act were beginning— 011 April 23, 1971.

From discussions with Food Stamp Program personnel in
San Frano.'soo and Washington, D.C., it appeal's that the
basic rationale behind the USDA'’s decision not to disregard
these payments as income was timt—

Since the Alaska Native Claims Settlement Act con-
tains no specific language requiring timt these payments
be disregarded in determining food stamp benefits,

And sineo it is the. general policy under the Food
Stump T'o nun to count all income available for food
expenditures unless legislation directs a disregard, and

Income from payments under the Alaska Native
Clninis Settlement Act should be counted for food stamp
purposes and to disregard them would grant Ahuikan
natives a privilege not granted to others applying for the
Food Stamp Program.3

' Thin description of tho rationale behind Alaska's claim tlint lhcsn payment* alunild
|||*disregarded for land ntninp purnoaea ta tinned on Information gained through discussions
with lhe Food stamp Program's Kan Francium regions! oilier. For a roinplrte niclurr of
tho Sinto'o rationale. Il would ho advisable to oMnlIn » copy of Alnnkn'i letter to tlie I'SOA.
The letter originated with Aluaka'a welfare commlaalonor.

«The netuni text of tho nntlrlrolinn wan—"Fur FSP (Food Stamp Program 1 pnnmaeo.
mail payment* mnde under P.lI. U2-20.1 must bo treated na Income In aerorilonro with the
provision! of the program regulation*. Stork aud land received under P.l,. D2-2IW shall
he excl'ided from rcaonrcea nn being mmvalleblo to tho household lapplying for or par-
tirlpating In the Fnod Stamp Programl.”

«An noted, thin description of tho renoonlng behind the USDA'a derision was gained
through dlaruntons with Food Stamp Program personnel—both In Washington and the
snn Francisco rrglonnl other. As yet, It haa not been ponnlhto to obtain any ICrltCrn
description of the USDA'a rationale.
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111 addition, two points of “legislative history-" were men-
tioned in discussing the reasoning backing up tlie USDA's
decision. First, it was noted thnt tlie Senate version of tha
Alaska Native Claims Settlement Act (and tha report accom-
panying it) contained language that might be construed to
call for the disregarding of payments under the Act for Food
Stamp Program purposes. However, this language did not
find its way into the final Act, or the conference report.. Sec-
ond, provisions of a later act, P.L. 93-134, called for the dis-
regarding of payments under court settlements of certain
Indian claims in determining benefits under the Social Se-
curity Act.4 However, this whs not done in the case of pay-
ments under tlie Alaska Native Claims Settlement Act, for
either Social Security Act programs or the Pood Stamp
Program.

Cash Welfare Benefits

In March 1074, HEW was notified of the questions existing
as to whether to disregard payments under the Alaska Na-
tive Claims Settlement. Act in determining eligibility for and
the amount of cash w dfare benefits under the Aid to Families
with Dependent Chil Iren (AFDC) Program and the Supple-
mental Security Income (SSI) Program.

On May 3, 1074. Mr. Cnrlucci, Under Secretary of DEW.
announced in Seattle that it had been decided that tax-exempt
payments under the Alnskn Native Claims Settlement Act
would be diireejanled in determining eligibility and benefits
under tho AFDC nnd SSI Programs (authorized by title
I1V-A and XV 1 of the Social Security Act). A later program
instruction issued on duly 3,11*74 (copy attached) confirmed
this announcement for the AFDC Program, and SSI Pro-
gram rules were also changed accordingly.

Froip discussions with Washington. D.C., personnel of
TIEW's Social and Kehahilitation Service and tlie content of
the July 3,1074 program instruction, it appears that IIEW s
basic rationale in deciding to disregard payments under the
Alaska Native Claims Settlement Act in determining AFDC
and SS1 cash welfare benefits was that—

The Alaska Native Claims Settlement Act. specifically
section 2(c)" of the Act, required that the payments he.
disregarded to the extent they are tax-exempt."

In addition it was pointed out in discussions that the pro-
visions of P.L. 03-134 (requiring (lie disregarding of certain
other Indian claims payments) could be construed to indicate
a general Congressional intent that payments of Indian claims
be disregarded in determining benefits mder tin- Social Se-
curity Act programs administered by HEW (i.e., AFDC
and SSI).

ft:M 34 'did N0t require timt thcno payment* he disregarded Tor Food .Stamp
Froirrnm ptirponetf. "
=The relevant portion of seetion 2(c) of tho Act In quota) nt the twinning »f till* report.
«An noted, thi» only nvntinhir'WIitten description of Die rntlonnle behind HKW's deri-
sion In the July R. 1074 program Instruction. Anh yet, It Hit* not been possible’ to obtnin
nhy other written description of IIFIW's ronsonlng.
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This inconsistency in Fcdei-al policy remained undisturlied until
June *23.1075. On that date, the United States Court of Appeals for the
Ninth Circuit, rendered a decision in Hamilton v. Butz (No. 75-1*268)
reversing the District Court's order denying a preliminary injunction
to prohibit the Secretary of Agriculture and other public officials
from considering funds paid io Natives under the Settlement Act. as
eeresources” available to Native households in determining whether
such households are elig. for assistance under the Food Stamp Act.
The Court of Appeals o the District Court to permanently en-
join the Secretary from s.» .n-eniing Settlement Act payments as “re-
sources” and to prescribe “such other relief as may be necessnry to
restore the eligibility for food stamps to those Native households that
have been denied food stamps because of the Secretary's decision that
settlement payments are ‘resources’ and to compensate Native house-
holds that may have been overcharged for food stamps because of the
Secretary’s actions”.

The Committee concurs fully in this decision and subsection (b) of
section 4, in requiring restoration of Native eligibility for food stamps,
provides assurance that the decision will stand.

* SUCTION 5

Section 5 corrects nn anomalous situation regarding the Alaska
Native Fund which has arisen as a result of rulings by tne Comptroller
General. Appropriations of federal funds under the Settlement Act
are credited to the Alaska Native Fund upon enactment of the ap-
propriation measure. Under section 6(c) of the Settlement Act the
appropriated funds are not paid to the Native corporations until the
end of the lisenl quarter. Thus the funds appropriated in cettlenient
of the Natives' claims may remain in the Treasury for us long as
three months before actual payment to the Natives.

Since 1020, federal law lias provided that all funds with balances
over $51)0.00 carried on the books of the Treasury to tho credit of
Indian tribes would bear interest at the rate of 4% per annum (Actof
February lit. 1628:45 Slat. 1104, ns amended; 25 U.S.O. § 101a). Since
11)38. federal law has permitted the Secretary of the Interior to with-
draw such tribal funds from the'Treasury for alternative investment
(Aet of .luiio 24,1038; 52Stat. 1037;25 IT.K.C. {(162a). On Octol>«r31,
172 tlie. Comptroller General ruled that, the provisions of these two
laws wore applicable to tlie Alaska Native Fund “pendingonvollincnt”
under the Settlement Act, 52Comp. Gen. 248 (11-108430). On Decem-
ber *28 1073, the Comptroller General ruled that as of December 31.
1073, after enrollment had been completed, (lie Alaska Native Fund
would no longer benr interest or la* eligible for investment by tin* Sec-
retary of the. Interior. The effect of this latter ruling is timt funds ap-
propriated under the Settlement Act. for payment to the Natives may
remain idle for up to three months without payment of any interest
to the Natives. The I'nited States in effect can use those funds during
that period to offset other obligations ns a form of interest-free loan.

According to a 1071 report of the Treasury Department, there were
approximately 150 trust accounts maintained by the government to the
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creditof American Indian groups.1All of those funds, with the excep-
tion of one with a balance under $500.00, earned interest under federal
law. The Committee believes that the Alnska Native Fund should be
treated like even,- other Indian tribal fund. It appenrs that the Alaska
Native Fund is the only Indian tribal fund which does not earn in-
terest and is not available for investment by Interior. The Committee
believes that the appropriations into the Alaska Native Fund are, in
substance, tho property of tho Natives from the date of enactment of
tho appropriations bill. The requirement of subsection 6(c) of the
Settlement Act that funds bo distributed at the end of the fiscal quar-
ter was intended to avoid administrative inconvenience, not to permit
tho United States to use the Natives’' funds during the interim. Tlie
provisions of section 5 of this bill would reverse the Comptroller Gen-
eral’s decision of December 28, 1076. and restore the Alaska Native
Fund to the status it held under his October 31, 1072, ruling and the
status held by all other Indian tribal funds. Section 5 applies the pro-
visions of 25 U.S.C. 8S 161a, 162a to the Alaska Native Fund as long
as there are funds on deposit in that fund and regardless of the com-
pletion of the enrollment process.

Tho Committee adopted nn amendment to this provision which make
clear its intent that nothing in the amendment simll be taken to create
or terminate any trust relationship between the United States and
Alaska Native individual or corporation.

SECTION 0

.Section 0 would amend tlie Settlement Act by adding a new section
30 to permit mergers or consolidations among Native corporations
within the same region. This section is reouired to permit such merg-
ers because sections 7(h) and 8(c) of tlie Settlement Act prohibit for
u period of twenty years from the date of enactment of that Act the
sale or other alienation of corporation shares isucd pursuant to tho
Act except under certain limited cireumstnneos. There is no exception
concerning alienation for the purpose of merger or consolidation.

Many of the 220 Village Corporations appear to luck the iinunciul
wherewithal and trained manpower which they must, possess to lie-
come economically viable entities. Village Corporation income will
lie derived primarily from two sources: distributions from the appro-
priate Regional Corporation and money derived from the development
of the surface estate. Since many Village Corporations have relatively
few shareholders, their monetary allocations from tho region may
Im quite small. Moreover. Village Corporations which do not have
lands with recreational, timber, or other surface potential will derive
little income from this ownership. Finally, many Village Corporal ions
in the remote areas of Alaska do not now jawsess a trained leadership
group, nnd it is unlikely that they will lie able to develop one or to
liiro needed personnel in the foreseeable future.

For these reasons, it is likely timt miuiv Village Corporations will
fuil if merger authority is not provided. Such a result would frustrate

1ftMrifit, Atiproprinllon Mill ol li'r Fund Arconnt 8)m!inin Mill TItHn. in of Jon. I1. 11171,
11'1'1. of tinlTmotiry. Firt.l Hirvico, llurrnu of Aroounta, Dir. of Oovt. Fin. Op»r.. Awl*.
11X7000 14X74M, pp. 111-1411.
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tlie purposes of the Settlement Act, because Native shareholders would
be denied the opportunity to participate in the benefits which tho Act
was intended to provide. Monetary income would lie lost, and Native
corporations could lose, the use and control of their land. Moreover,
tho lack of sufficient cash flow to a failing corporation might require
tho hasty and undesired development of those natural resources which
tho corporation does possess. Such development, could jeopardize Na-
tive culture. the preservation of which is a central objective of many
Native groups. The failure of Native corporations would also have an
adverse impnet on tho general economy of Alaska, for the State and
its constituent regionul and local areas have much to gBin from the
existence of financially viable Native entities.

Subsection (a) of the new Section 30 would authorize mergers or
consolidations among Native corporations of the same region. It would
also allow tho subsequent merger or consolidation of merged or con-
solidated corporatins with each other so long as they also are in the
same region. Tho Native corporations affected by this provision are
Regional Corporations established pursuant to section 7(d) of tho
Settlement. Act, Village Corporations established pursuant to section
8 (a), corporations for Native groups established pursuant to section
14(h)(2), ami corporations established for the four urban centers
(Sitka. Kenai. Juneau, and Kodiak) pursuant to swtion 14(h)(3).

Subsections (b) through (d) of the new section 30 set. forth tho pro-
cedures and conditions for such mergers or consolidations.

Subsection (b). Under subsection (b),nll mergers or consolidations
would he subject to the applicable provisions of the laws of the State
of Ala;la. us would any resulting corporations, and to such tonus
and conditions ns are approved by the shareholders of the corporations
involved. The mergers authorized by corporation shareholders either
before or after passage of If.K. (21i would he covered and could lake
plnro under (ho provisions of tho Kill. Thus, subsection (b) would
allow a merger to be completed upon enactment of U.K. (5144 which
was approved by corporation stockholders with the merger vote con-
tingent. upon subsequent, enactment, of legislation. This provision is
necessary because of ongoing efforts to merger Villnge Corporations,
particularly in the NANA Region of Alaska.

=Subsection (b) gives to the merger corporation, upon tho effective-
ness of the merger, nil rights and benefits that, the Settlement Act. con-
fers upon the individual corporations and also makes it subject to
all the restrictions nnd obligations thnt were made applicable to the
individual corporations hy the Settlement Act. The provision specif-
ically stales timt transfers of rights and titles made pursuant to a
merger would not affect the tax exemptions granted by the «Settlement
Act.

=Subsection (h) specifically provides for the issuance of stock in the
newly merged or consolidated corporations. In particular, it author-
izes the issuance of additional shares of Regional Corporation stock in
instances where other Native corporations merge or consolidate with
the Regional Corporation, This authorization is required because of
tho Settlement. Act’s seelion 7(g) requirement that. Regional Corpora-
lions issue 100 shares of stoi-k to each Native enrolled in their respec-
tive regions. Subsection (b) also states tha; “the rights accorded under

B7 OOC_7H A
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Alaska law to dissenting stockholders in a merger or consolidation
may not be exercised in nny merger or consolidation pursuant to this
Act prior to December 19.1991". The purpose of this provision is to
eliminate any ambiguity ns to tho continued effectiveness of the Settle-
ment Act’s section 7(h)(1) prohibition against alienation of Native
corporation stock for a period of twenty years.

Tho Committee adopted an amendment to subsection (b) which
provides that if a village corporation which elected to retain its
former reservation under section 19 of the Settlement Act merges or
consolidates with another Native corporation within such region,
nothing in such merger or consolidation shall affect, nny land entitle-
ments, fund distributions, or revenue sharing rights under the Settle-
ment Act. As in the case of section 1(b) of the bill, some question
exists as to whether or not members of the so-called “19(b) Villnge
Corporations" are to be counted as regional enrollees. The amendment
adopted is merely to preserve the named entitlements or rights in any
case and is not meant to be a congressional determination of that
issue.

Subset'/ton (c) loncerns the rights of enrolled Natives who are
shareholders of a Regional Corporation but are not residents of any
of tho villages in that region. Section 7(m) of tb°® Settlement Act
gives those. Natives a right to receive dividents paid to Village Corpo-
rations under section 7(j) of that Act. This provision would allow the
elimination of this right lo dividends if il is part of a morger or
consolidation plan hut only if those non-village resident.-, can, under
the laws of the State of Alaska, vote as a class on the question of Ihe
merger or consolidation which contains flu* elimination provision.
However, after any merger in which the special dividend rights were
not affected and the at-large shareholders did not vote as a class on the
merger, distributions to the at-large shareholders would continue as
if the merger had not taken place.

.Subsection (d) specifically provides that notwithstanding the pro-
visions of U.K. (MM1lor any other law. no merger or consolidation of
Native corporations can take place without the approval of the share-
holders of lhe corporations In'ing merged or consolidated,

Suhxif/ioii (r). Section 11(f) of (lie Settlement Act provides that
the right lo explore, develop, or remove minerals from the subsurface
estate in the lands within the boundaries of any Native village are to
he subject to the consent of the Village Corporation. This provision
provides protection to villages from a precipitate decision by Regional
Corporations lo develop the subsurface estate. This prov ision seeks to
avoid potential conflicts between villages which are holders of the
surface estate and which may he made concerned with preserving the
use of the land in accordance with traditional local life-styles nnd
subsistence economy and Regional Corporations which are holders of
the subsurface estate and which may have as their focus the generation
of revenues from the land. Without specific provisions to the contrary,
once a Village Corporation merges or consolidates with other corpo-
rations under this new se"f ion 50, it would lost' this authority over its
immediate land base. Therefore to preserve this authority, subsection
(e) has been included. Subsection (e) requires that nnv plan of
merger or consolidation must, provide that the 11(f) right of any
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affected Villnge Corporation is to be conveyed, as part of the merger or
consolidation, to n separate entity composed of the Native residents of
that village.

SECTION 7

Section 7 extends the life of the Joint Federal-State Land Use
Planning Commission for thrro vears from December 31,107(1 to June
30.1079.

The Joint Federal-State Land Use Planning Commission for Alaska
was established pursuant to section 17(a) of the Settlement Act. The
principal responsibilities of the Commission were set forth in section
17(a)(7) nnd 17(b) of the Settlement, Act. Thnt the Commission has
met its responsibilities in nn effective and even-handed manner is best
demonstrated by the support for tlie. extension of its term beyond the
December 31, 107G. termination date. This sup[>ort, us demonstrated
in hearing testimony nnd communications with the Committee, comes
from tlie Secretary of tlie Interior, the Governor of Alnskn. the entire
Alaska Congressional delegation, the Alaska Federation of Natives
and varim-us Regional Corporations, and environnrntul groups.

SECTION 8

Section 8 of II.R. 0014. as introduced, provided for the establish-
ment of u 13th Region and the incorporation of a '3th Regional Cor-
poration for the benefit of enrolled Natives who were m.i permanent
residents of the State of Alaska.

Section 5(c) of the Settlement Act provided that such “non-resi-
dent" Natives (eighteen years of age or older) would elect, when they
liled their application for enrollment, whether they wish to enroll in
a 13th Region or in one of the twelve Alaska regions. If a majority of
such non-residents voted for a 13th Region, the Secretary was required
to establish such region and authorize the creation of a 13th regional
corporation for their benefit to administer distribution of funds from
the Alaska Native Fund. Those who voted against the 13th would lie
enrolled to the appropriate Maska region.

In the event less than a nmjnntv voted for the 13th. the issue filed
and all non-residents were enrolled to their appropriate region in
Alaska.

When the Secretarv of the Interior certified Ihe final Native roll
on December IK 1973, he also declared that less than a majority of
the non-resident Natives voted for the 13tli and the 13lh rog’on issue
hud failed. All non-residents were, accordingly, enrolled in the appro-
priate Alaska region.

Two organizations (Alaska Federation of Natives International.
Tnc. and the Alaska Native Association of Oregon) representing the
interests of non-residents and the concept of the 13th region, sopu-
releiv, brought suit against the Secretary in the United States Dis-
riot Court for the District of Columbia. Requesting llint the declaration
of the Secretary In*declared invalid and that the 10th region be estab-
lished, tlu> 1Maintill's alleged, inter alia, that:

(1) certain departmental nllieiuls involved in ihe enrollment
process had evidenced a bins against the 13th region:
(:') the Secretary had failed to recognize amendments by
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non-residents to their original enrollment application changing
.their yote from “no" to “yes” ;

(3) the Secretary had improperly counted non-residents who
had abstained as “no” vote?; and

(4) there wan a general denial of due process in the secre-
tarial enrollment-election process.

Legislation was introduced in the 93rd Congress which would have
established the 13th Region, notwithstanding the determination of the
Secretary, but which failed of enactment. H.R. 6644, as introduced,
contained similar language.

On October 6, 1975, the District Court entered a final order imple-
menting nn earlier order in 1974, directing tho Secretary to create the
13th Region.enroll therein nil non-resident Natives who had indicated,
on his last formal communication with the Secretary, his desire to
enroll in a 13th region, and to provide for the incorporation of the
13th regional corporation. As the Committee considered the hill, ti e
implementation of that order by the Secretary was well underway.

As a consequence, the Committee .struck all of section 8 of the bill
as being made moot by the Court’'s order. However, it added back
language as section 8 which it deemed necessary to supplement the
Court’s order. The amendment provides that no change in enrollment
to either the 13th region or lo one of the twelve Alaska regions which
is required or permitted bv the Court's order simll affect any land
entitlements of nn Alaska Native corporation existing at the time of
the creation of the 13th region. Also, it provides timt. in furtherance
of tho Court's order, any cancellation of stock of a Native shnll ho
without liability to either tho corporation or the individual. Finally,
it provides that in the event the Nntivc roll is ro-opened for now en-
rollment, eligible Natives who are permennnt non-residents of Alaska
simll elect, whether they wish to enroll in the 13th Region or the
appropriate Alnskn region nt the time of their enrollment.

Tn nddition, the Committee ndopted an nmondomont which pre-
serves land entitlements notwithstanding administrative changes in
(lie Alaska Native roll. Under section 14 of tho Settlement Act, land
entitlements of villages corporations are established on a scale Imsed
upon population. Proposed Interior Department regulations setting
up a procedure, for challenging enrollments of individual Natives 1ms
raised the possibility that, a villnge having a minimum number of
shareholders for its existing entitlement could lose an entire township
if only one of its shareholders is successfully challenged nnd dis-
cnrolled. While the Committee, hy this amendment, 1ms not. determined
whether the Secretary hns nr 1ms not the authority to make such ad-
ministrative chances in tlie roll, this amendment would preserve
existing land entitlements notwithstanding any such changes in tho
roll.

section- n

Section 9 amends section 16 of the Settlement Act by ndding a new
subsection (d).

Under section 19 of the Settlement Act, former reservations in
Alaska established by Executive or Secretarial order or by Act of
Congress, with tlie exception of tlie Annette Island Reserve, were nl>ol-
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islied. Native villages within Such reserves hiul the opfiei. of retaining
the lands, surface nnd subsurface, set aside as a reservtttiiti or of par-
ticipating in land entitlements under the Settlement Act, in which ciiso
they received no subsurface rights. These rights arc reserved for the
regional corporations. -

A reservation was Set aside by the Act of September 2, 1957 for the
Chilkat Indian Villnge which was organized pursuant to the provi-
sions of the Indian Reorganization Aet, as amended. The land was
near tho villnge. of Klukwan and was nn enlargement of an Executive
order reservation. Tlie same Act permitted the IRA corporation to
lease the minerals underlying the lands for its benefit. This was done.

The Xnti 'CSof the Klukwan village area voted to retain the former
reserve. However, section 19 made such lands, in the hands of tho Na-
tive corporations, subject to valid existing rights. One such right was
the existing iron ore mineral lease by the IRA corporation which re-
mained separate from the ANCSA corporation.

While all of the members of tho IRA corporation are also members
of the ANCSA corporation, the reverse is not true. Since the IRA cor-
poration has a vested right to the subsurface of lands and very likely
to the surface also, tlie net effect is that tho ANCSA corporation anil
its shareholders have no real assets whatsoever.

The new subsection (d) of section I(1would, in effect, vitiate the elec-
tion of Klukwan, Inc. to retain their former reserve. Lands which wcro
withdrawn for them for selection prior to that, election are to lie rc-
withdrawn for a period of one year after the date of enactment of this
section and Klukwan, Inc. is to select an area equal to 23.040 acres in
accordance with the Act. The corporation and its shareholders will
share fnilv in the benefits of the Act ns if there had been no election
under 19(b).

The foregoing provision will not. become effective until Klukwan,
Inc. quitclaims lo Chilkat. Inc. any interest it may have, in the former
reserve lands which arc quieted in Chilkat, Inc., in fee simple.

The Committee adopted an amendment to section 9 which provides
that the I'nitod States and Klukwan, Inc., must also quitclaim any in-
terest. they may have in certain funds earned on the lease of the min-
eral resources of the former reserve since enactment of the Settlement
Act. to Chilkat, Inc.

In addition, the Committee adopted another amcudmont which pro-
vides that nothing in the new subsection shall affect existing Innd en-
titlements in 11(h) (S) of the Settlement Act.

SECTION 10

Tho Native region created hy tho .Settlement Act for southeastern
Alaska was precluded, generally, by the Congress from sharing in tho
land benefits of the Act. This area encompasses the Tlingit-ITaida Indi-
ans. Prior to ennctmi .it of the Settlement Act, this trine recovered an
award of several million dollars against the United States for extin-
guishment. of their aboriginal land claims in the southeastern area.

In consideration of this fact, tho southeast region (Sealaskn, Inc.)
does not generally share in the land benefits accorded to other regional
corporations. llowovor, Senlaska, Inc., does receive certain Innd entitle-
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ments under section 14(h) (8) of (lie Act. The estimate is that Senlas-
ka's share will approximate 200,000 acres.

Practically the entire area of southeastern Alaska is encompassed by
the Tongnss National Forest. What remains iscither .State or privately-
owned lands, national monuments, village selected lands, mountain
tops or glaciers, or otherwise valueless lands. | f Sealaska’s entitlement
under section 14(h) (8) is not to he meaningless, it. must bo allowed to
select lands within the Tongass National Forest.

This section provides that Sealaska, Inc., may select its approxi-
mately 300,000 acre entitlement from lands which were withdrawn in
the National Forest for selection by village corporation of the south-
eastern region, but which were not so selected. The section provides
that- Sealaska, Inc.. may not select any lands an Admiralty Island in
the withdrawal for the' village of Angoon. In addition, no selections
can be made in the withdrawal for the. villages of Yakutat and Sax-
man. unless the Governor of the State of Alaska or his delegate con-
sents to such selection.

SECTION' 11

Section 11 resolves a dispute between the Chngnch Regional Cor-
poration and Sealaska on the boundary between the two regions. It
confirms the boundary at the 141st. me, klinn, but provides that the
members of the southeastern regional village of Yakutat must be
accorded certain traditional uses of lands in the vicinity of Icy Bay
in tho Clmgach region. It is the intent of the Committee that the
phrase “in the vicinity of Icy Bay" be construed narrowly to those
areas to which the Natives of Yakutat can clearly show past nnd cur-
rent traditional uses and that such use right sImll not unreasonably
restrain Chugaeh, Inc. from developing its lands in accordance with
the. purposes of the Settlement Aet.

SECTION' 12

From the outset of the implementation of the Settlement Act, there
hnvo been extreme difficulties encountered in adequately fulfilling the
land entitlements of the Cook Inlet Regional Corporation under sec-
tion 12(c) of the Settlement Act. Under the. Statehood Act, the State
had already obtained patents to much of the low-lying lands in the
region, except for lands within the Kenai National Moose. Range. In
addition, the Secretary, in an agreement with the State, of Alaska in
1072, committed additional lands to the State even though there had
not yet been withdrawn sufficient lands for Cook Inlet Region. The
subsequent efforts of the Secretary to fulfill his statutory obligation
to Cook Inlet has yielded, for the region, selections largely comprised
of mountains and glaciers, hardly the settlement contemplated by the
Congress. Since early 1!)72, the Region has been attempting to resolve
these issues by litigation, negotiation, and now by legislation.

In the, last eight months, a series of intense discussions with the Sec-
retary, the State, and various other interested groups (including local
government, mining interests, nnd environmental groups) has resulted
in a negotiated settlement entitled “Terms and Conditions for Land



Consolidation and Management in the Cook Inlet Area.” The docu-
ment harmonizes conflicting interests, seeking to ndjust nn equitable
settlement for Cook Inlet Region consistent with the needs of Alnska
and the public at large. As such, it is more than a Cook Inlet Region,
Inc. settlement. It seeks to resolve harmful jurisdictional conflicts and
arbitrary ownership patterns within the Cook Inlet region. It opens
for development lands that should he in private ownership and con-
serves for public use lands that should have that status.

The section accomplishes this complex task by ratifying and incor-
porating the proposed “Terms and Conditions” as a part of the bill.

Under the bill, tlie Region agrees to shift more than half of its
statutory entitlement away from the populated Cook Inlet area and,
with the consent of the other regions (where, applicable), into the
adjacent regions.

Tho Federal government conveys approximately 50 townships of
land to the State in addition toother valuable consideration (including
a key tract near Anchorage and improved selection rights for the
State under the Statehood Act) in exchange for approximately 20.5
townships of land to he conveyed to the United States for the benefit
of tho Cook Inlet Region nnd certain of its villnge corporations.

The Federal government conveys approximately 10,000 acres of the
Kenai National Moose Range and certain other lands to the Cook In-
let Region, Inc., in addition to the lands received from the State.
The lands thus received by Cook Tnlct arc in complete satisfaction of
its entitlement under section 12(c) and section 11(h)(8) of the Settle-
ment Act.

The settlement—This section directs and authorizes the Secretary
to perform the obligations imposed upon the United States by the
seetion nnd the “Terms and Conditions for Land Consolidation and
Management in the Cook Inlet Aren.'1 which document has been
submitted to the House Committee nn Interior and Insular Affairs,
is incorporated into the section by reference, and is printed in full
elsewhere in this report.

State participation—The Committee views the context of nn on-
going need for federal-state cooperation in the resolution of Innd issues
in Alaska. The concentration of Slate patented land, selected within
the Cook Inlet, Region prior to the. If)(10 land freeze, makes Stain par-
ticipation virtually indispensable. With respect to Cook Inlet, the
bill provides the State with a more substantial role in the designation
of any land to be received than was true under the Alaska Native
Claims Settlement Act. The bill clears the opportunity for tho. Secre-
tary to convov certain important tracts to the Slnie and precludes
(ho need for Regional selections that would impact important State
interests. Resolution of the outstanding Cook Inlet issues precludes
the need for Congressional evaluation of the Secretary’s 1072 agree-
ment with tlie State, subsequent to the passage of the‘Alaska Native
Claims Settlement. Act, making available to the Stale lands that
might, otherwise have satisfied the Cook Tnlet Region entitlement. In
addition, the Region relinquishes rights it ninv have to the Swanson
River, Heaver Creek and certain oilier proven oil and gas fields, to
lands in the Chelntna area, and to lands located near potential capital
sites in the State. Under the bill, the S°e>'elary must report to the



Congress, by April 15, 10/C on the State's final consent 10 (lie land
consolidation and management, plan. Until tlie issues are resolved,
tho Secretary is precluded from making conveyances to the State, as
identified in the legislation, thnt would limit the opportunity of the
Congress to devise a suitable legislated resolution.

Kenai National Moose Range—The Secretary is directed to convey
sixteen sections of unrestricted surface and subsurface estate, except
for a zone along lake and river frontage in which the surface only is
transferred nnd is subject to significant restraints to protect the en-
vironment. In addition, the Secretary is directed to convey up to 0.5
townships of subsurface in tho Range. There ii'c 8.5 townships in lieu
of tho Region’s entitlement under section 11(h)(8) of the Act. In
addition, tlie Secretary is directed to convey, up to the statutory limit,
such subsurface under the Moose Range, ns indicated in tho “Terms
and Conditions,” to supplant “in lieu” entitlement under section 12(a)
of ANCSA, to compensate for subsurface loss m the Lake Clark area,
and in lieu of certain subsurface that would otherwise bo obtained
under section 14 of ANCSA. The subsurface rights in the Moose Range
nro to oil and gas and coal, but the extraction of coal is explicitly
restricted to carefully supervised insitu liquefaction and gassifiention
processes.

Extra-regional selection.—The Secretary is directed to convoy ap-
proximately 20.CC townships from outside the boundaries of Cook In-
let Region. These will come from five named Regions unless there is
specific consent from another Region and the Secretary \nd the State.
Tho Regions from which the lands aro to be selected have the power
to consent. It is not anticipated that tho consent will b&>unreasonably
withheld. It was envisioned that tho consent would movide, for the
other Regions, the ability to protect, primarily, the subsistence in-
terests of their stockholders ana certain economic activities. The power
to consent, as understood by tho Committee, will not be linked to the
extraction of consideration from Cook Inlet Region, Inc. Nor is it
foreseen that the power would lie exercised in withdrawals where lhe
Region involved lias no selection itself or where no villages within
tho Region have selections.

Exc/iangc pool—Tho Secretary is directed to maximize a pool of
federnl properties available to reduce the extent of mt-of-region
ncreage. flie Region, after such properties aro declared surplus, would
bo permitted first priority. To the extent properties are made available
pursuant to tho process described in Section 1(e) of the Alaska Native
Claims Settlement Act, only thoso clearnnco procedures, if any, there
required, will apply. Village corporations may exercise Section 12(h)
rights in the pool on the same basis as the Region, hut only when the
Region determines that it would iks appropriate in light of tho pool’s
primary function.

Village selection—Because of tho uncertainties rising from the
negotiations, additional timo is necessary for the village corporations
in tho Region to file their selections. Tho legislation provides nn addi-
tional year. In enso of failure of tho agrocmont, tho Region also needs
tho opportunity to alter its priorities but it is the hope of tho Corn-
mittee that this will ho done administratively hy tho Secretary.

Tho Committeo feds that the Cook Inlet Region was under some
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constraints in tlie negotiations resulting in tliis agreement. It is ex-
pected that ambiguities and uncertainties in tlie complex, delicately
balanced settlement will be resolved favorably, where appropriate, to
the Cook Inlet Region.

section' 1a

Section 1" amends seetion 21 of the Settlement Act by adding a new
subsection (f).

The new subsection provides that until January 1,1902, the stock of
any Xative corporation, including the right to receive dividends there-
from, shall not be included in the gross estate of a decedent under
sections 2031 and 2033 of the Internal Revenue Code.

SECTION' 14

This section directs the Secretary to pay. by grant, $250,000 to each
of the Native corpora* ions of the cities of Juneau, Sitka, Kodiak, and
Kenai, and $100,000 to each of the village corporations of Artie Vil-
lage, Elim.Gambell, Savoonga,Tetlin,und Venetie.

Under the terms of the Settlement Act. the Native, corporations or-
ganized for the. Natives of the four named cities received limited land
benefits. However, they are not. entitled to share in the fund distribu-
tion of the Act. Without funds, these corporations have been severely
hampered in carrying out their obligations and duties under the Settle-
ment. Act, to plan fc/ the development of the resources, and to preserve
and protect those resources.

The listed village corporations elected to retain their former reserves
pursuant to section 19(h) of the Settlement Act. As a consequence,
they aro also precluded from sharing in tlie monetary compensation of
the Act, They too, are severely hampered in carrying out the fune-
lions which Congress intended.

SECTION' 15

Section 15 directs the Secretary lo convey lo (lie Rolling. Inc.. the
Native Regional Corporation lor lhe Kodiak Region, approximately
INIi.OIO acres of subsurface estate in llie area which was withdrawn
for that purpose by I'uhlic l.and Order 5397 and for (lie proposed
\ninkchnk Caldera National Monument under Public Land Order
5179. Koning is permitted access to the surface its reasonably neces-
sary to explore for and extract oil and gas. subject to reasonable regu-
lations by the Secretary.

I'mler the terms of the Settlement Aet. the regional corporations
are entitled to the subsurface estate underlying the surface of lands
selected bv the village corporations of that region, except iu eases
where stu b selections are made in a National Wildlife Refuge or in

aval Petroleum Reserve Numbered 4. In timt case, the region lias
the right to an "in lien" subsurface selection of eiitial acreage from
other lands withdrawn pursuant to section 11 (a) of llie Aet, within the
region if possible.

All of the villages of the Konlag region are on Kodiak Tslatul which
constitutes the Kodiak National Rear Refuge. As a consequence.
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Koniag must tuke an “in lien" selection to its subsurface entitlement
from other available lands. The nearest such lands arc across the straits
on the Alaska peninsula.

Pursuant to section 17(d) (2) of the Settlement Act. the Secretary.
I>v Public Land Order 5179, as amended, withdrew approximately
5X0,000 acres of land for the ])roposed Aniukchak Caldera National
Monument.

Koniag's subsurface entitlement is approximately (500.000 acres.
Approximately .'Sbl(i< acres were withdrawn by Public Land Order
555)7 within tlie area withdrawn for the Aniakehak Caldera National
Monument for purposes of such selection. Under the terms of the
Settlement Ac' suen dual withdrawals are reserved for the Congress
to decide.

Under the termsof an agreement reached with the Secretary, Koniag
agteosto limits its rights in the 17(d) (2) withdrawal to approximately
180.000 acres of lands designated by the Secretary, with a limitation
of oil and gas extraction subject to reasonable regulations by the
Secretary to preserve surface values from permanent harm. As
amended by the Committee, the section requires the Secretary to rea-
sonably make available to IConing sand and gravel necessary to ex-
ercise the rights conveyed.

HKCTION* 10

Section 15 is intended to prevent the Village Corporation for the
Village of Talitlek from losing part of its land entitlement as a result
of a misunderstanding. Talitlek relied nn a consultant firm's advice
and the apparent approval of the Interior Department in selecting
two townships of its live township entitlement in an area withdrawn
by the Secretary pursuant to section 17(el) (2) of the Settlement Act.
Subsequently, however, the Bureau of Land Management disapproved
the selection of the two townships. Because Tatitlek assumed that its
selection had Depart mental approval, it did not over-select other lands
to provide alternate lands for selection iu case its lirsl selections were
not approved. The deadline for village selections has passed and the
lleparlment has tub ised Tat itlek that no udministrat ive remedy exists
to allow re-selection of the two townships elsewhere. This amendment
provides that Talitlek can select lhe remainder of its entitlement—
«HOlIO acres from within the village deficiency area originally with-
drawn for its select ion.

HKCTION IT

Section 17 amends subsection (f) of section 22 of the Settlement
Act which provides certain authorities for land exchanges by Federal
agencies with other land owners in Alaska.

In order to facilitate the Cook Inlet Area agreement provided for
in section 12, the Department of the Interior advised that additional
ant lim ities for land exchanges would Ik>needed.

The existing language of the subsection would not permit direct
exchanges of land between the State and with Native corporations.

Secondly, seetion 1n(i) of the Alaska Statehood Act prohibit- 'lie
Slate from llaiisfciTing the mineral interest to third parties in patents
lirfiiii'ds selected by it under the Statehood Aet. “
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Filially, tlio existing language of subsection (f) requires exchanges
to lie on the basis of equal value.

The amended language will permit direct exchanges of laud between
the State and .Native corporations. It will permit the Stale or transfer
mineral interests, notwithstanding section ti(i) of the olateliood Act.
to Federal atrcncies in sueh exchanges, T mallv. it will permit exchanges
under the subsection to be 011 a basis other than equal value it flic
parties agree 10 tlie exchange and 1lic Secretary deems it to lie 1
the public intpresH
—% SECTION 1S

Section IS is merely a .savings clause which provides, that except
ns specilically provided in this legislation, the provisions of Ihe Settle-
ment Act are fully applicable to this legislation and nothing herein
shall he const rued to alter or amend those provisions.

Trams \xn ('oXm no.xs nut L.\Xn Consolidation axo Maxaoemext ix
The Cook Ixi.et Aiika

Section 12 of U.K. (ifU-L as amended by the Committee, implements
111 agreement reached among the I'nited States, the State of Alaska,
the Cook Inlet Itegional Corporation, and other interested parties to
resolve the problem Cook Inlet Region. Inc.. encountered in realizing
its land entitlements underthe Settlement Act. That section is general
in terms and incorporates into it. bv reference, the text of the agree-
ment reached by the parties. The Committee intends that section 12
and the implementing agreement be construed together to give elfecl
in the settlement of the Cook Inlet problem in a manner timt is fair
nnd equitable to the Cook Inlet Regional Corporation and the other
parties.

The agreement is as follows:

Trims ANpCoNnrrnixs nut Laxd Coxkoi.ihatiox and Maxaoemkxt ix
tip;Cook Ixi.et Aiiea.Decemiieu Hi. 107.*

l. The I'nited Stales shall convey to Cook Inlet Region. Inc.. the

following lands:

A. Sixteen ( Hi) sections of land, as described in Appendix A. pres-

ently within the boundaries of the Kenai National Moose Range, ex-
cluding the bed of Lake Tuslaininii. Imt to be removed from the
boundaries of the Range. The conveyance of these lauds shall be sub-
ject totlic following conditions:

(1) Included in the lands described in this paragraph shall Ik

1 restricted stone of lake front ami river front lands, not to exceed
an average of Hilt errs per linear mile, to lar measured from the
high water line, the exact boundaries to lie determined by mutual
agreement between CIRI and tlie Secretary no later than Scplcm
her 1 ItITti. The conveyance of the lands within this zone shall
contain the following restrictions .10 long ns Lake Tiistumeiia re-
mains a part of the Range:
(a) A restrictive lonveiinnl running with the land which
provides that, no development shall lake place or facilities lie



constructed within tlie 70110, except those which arc directly
necessary to support water dependent activities, such as a boat
dock, airplane tie-up and marina. Seasonable access to these
facilities will he permitted. It is contemplated that a lodge
may also I»e located within the restricted 7,one, provided, how-
ever, that tho lodge shall he of such a desi"ii, size and at a
location agreed upon by the United States Fish and Wildlife
Service. CIR | must submit, a request in writing to the Fish
and Wildlife Service for approval of any construction or de-
velopment within the z.one, which approval will not he un-
reasonably withheld. The Fish and Wildlife Service will
notify CIR1 of its decision on any such request within 120
days of receipt of such request, and failure of any response
will hoconsidered as approval.

(b) a provision that CIR1 will not sell the lands to any
third party for a period of 25 years from the date of the
conveyance, without the consentof tho Secretary.

(c)*c provision that CIRI and its assigns will offer the
United States the right of first refusal to purchase the lands
if tho lands are ever sold. The right, of fust refusal shall >
for a period of 120 days from the dale of notice in writing to
the United States that the owner of the land has received a
bonalido offer of purchase. The United States shall not. he
deemed to linvoexercised its right of first refusal if the owner
does not consummate this sale in accordance with notice to
the United States.

(d) the conveyance of the lands comprising this restricted
zono shall not include the bed of Lake Tostamcna and shall
only convey the surface estate to CIRI. The United States
shall retain the rights iu oil and gas and all minerals, includ-
ing hut. not limited t<&common varieties of minerals.

(e) the United States reserves the right of rc-ent ry on these
lands to ho exercised upon occurrence of tho following con-
ditions:

(1) Tlie United States obtains a linal judgment in a
proceeding in law or equity to enforce in whole or in
part. Ihe restrictive covenants contained in the conveyance
of Ilie lands described in this section; and

(L') subsequent, to sueh final judgment, the United
States institutes proceedings 111 law or equity to enforce,
the provisions of the restrictive covenants which were
tho subject of the filial judgment obtained iu subpara-
graph (1) of this paragraph. The right, of re-entry shall
he asserted in sueh subsequent netion hut may not he
actually exercised except, upon and in accordance with
the linal judgment iu favor of the United States iu sueh
subsequent action.

(It) such right of re-entry shall he limited, iu aiiyeii:1
to the lands which were the subject of the 0g563360 '
referred to iu subparagraph (1) hereof.

(2) The remainder of the lands described in Appendix A shall



37 —

tioii of those casements authorized by 17(b) of AXCSA or other
applicable federal statutes. Tho conveyance of such remainder
shall include both the surface and the subsurface estates to such
lands.

R. Three and fifty-eight one hundreds (3.58) townships of the sub-
surface estate to oil and gas and coal as identified in Appendix B ; pro-
vided that tho United States shall retain all other minerals including
but not limited to common varieties of minerals; and provided that
tho right to extract coal shall be conditioned upon the ojaming for the
extraction of coal of that portion of the Range in which these lands arc
located, and provided further, that coal shall only be extracted in a
liquid or gaseous state. The extraction of oil and gas and coal shnll
be conducted in accordance with a surface use plan approved by the
Secretary. Such extraction shall ho undertaken in accordance with
the most advanced technology commercially available at that time and
causing the least practicable temporary and permanent harm .o the
fish and wildlife habitats of (lie Range. Any surface damage caused
N\y the exercise of the rights herein must be repaired or reclaimed I>v
CIRI, its successors and assigns, as rapidly as practicable without tm-
reaoOiinhle interference, with tlie rights of extraction. The United
States shall make available to CIRI, its successors and assigns, sand
and gravel as is reasonably necessary for the construction of facilities
and rights of way appurtenant to (lie exercise, of the rights conveyed
under this section, pursuant to the provisions of 30 U.S.C. (101 et seq..
and tho regulations implementing llint statute which are. then in ell'ect.
By mutual consent of CI 111 and the. Secretary, CIRI may exchange
any interest described in this paragraph for other mineral interests of
equal value outside the boundaries of the Kenai National Moose.
Range.

(1) \n federal landsand interests in lands within the following:

(a) T.10S..11.01V,, K.M. (Ifenly):and
(h) T.dON.R.HK.,8.iM. (C.lcnh llighv ay).

(2) T 1X 1121 AV.S. M. (sections 13, 11.15.22,23,24.25. 2(1.27. 2S.
32, 33. 34, 35, 3(1). The Secretary shall only convey the rights to
metalliferous minerals in the land herein described. Extraction of such
minerals shall be subject to a sin face use plan submitted by Cl Hl and
approved by the Secretary. Surface use of the purposes of exploration,
extraction. access and heiiefaeintion shall he conducted in accordance
with tlie most advanced technology commercially available at that Ihue
consistent wit h tlie exercise of llie rights ronveved under tliis subpara-
graph. CIRI. its successors and assigns, shall be required to repair
and reclaim any surface damage as rapidly as practicable consistent
with the reasonable exercise of such mineral rights.

(3) T 1S, 1121 AV.S. \f. (Sections 3-10, 15-22. 20 ml 30). The Sec-
retary shall transfei to CIRI the above described lands in fee simple.
Sueh conveyance shall lie subject to a restrictive eonvenant. running
with the land, providing that the surface shall only he used for pur-
poses reasonably incident to mining and mineral extraction, including
processing nnd transportation. The Secretary shall also convey to
CIl R1. an easement fora port which shall reasonably provide for receiv-
ing, shipping, storage and incidental handling, and incidental facil-
ities thereto, of the minerals extracted from the lands conveyed under



this subparagraph. The Secretary shall also convey to CIRI a trans-
portation easement to provide for transportation by road, rail or pipe-
line. of the minerals from the above described lands to the port
easement. The Secretary nnd CIR1 shnll mutually agree upon the lo-
cation of the, port and transportation easements.

C. (1) Twenty nine and sixty six one hundredths (+3.(16) townships
from any federal public lands withdrawn under sections 11(a)(1),
11(a)(3),and 17(d)(1) without the exterior boundaries of Cook Inlet
Region: to be identified in the manner herein provided: provided that
if CIRI's total entitlement under Section 12(c) of ANCSA is deter-
mined to lie greater or less than 54 townships, the number of town-
ships to lie conveyed under this paragraph (hereinafter out-of-Region
entitlement) shall 1>increased or decreased one for one.

(a) lands to he nominated and conveyed under this paragraph
C-l shall he limited as follows: The entitlement shall ho sntis-
lied from lands within Ahtna Region. Bristol Bav Region, Calista
Region. Clnnrach Region, and Doyon Region. With the concur-
rence of the Secretary nnd the State and any affected Region other
than those described above, selections may lie made from one or
more of the other Regions, on the basis hereinafter described or
on sueh other basis as the parties shall contemporaneously agree.
CTRT shall not nominate nny of the following:

(t) lands located west of the 161 degree west longitude of
Greenwich Meridian

(2) lands within Arens of Environmental Concern as de-
scrilvd in (lie Secretary's 1673 Four Systems proposals to
Congress

(3) lands within any of the Secretary’'s 1073 Four Sys-
tems proposals to Congress

(4) lands made available to the State for selection pursu-
ant to Senions 2and 5 of the State-Federal Agreement of
September 1.1072.

(b) By May 1,1076 the Secretary shall, nfter consultation with
the State, submit to ClI RI alist of areas where approval of oiit-of-
Regiou selections is unlikely. CIRI may thereafter nominate to
the Secretary, with simultaneous notice to the Slate, a township or
townships for selection. Within 120 davs after such mini’ intion,
the Secretary after consultation with lhe State shall approve nr
disapprove it for withdrawal for placement in the selection pool as
described herein. By October 1H ]'>7s CIRI must nominate at
least 6 times its remaining out-of-Region entitlement. If the
Secretary fails to approve a pool of three times that remaining
out-of-Region entitlement from said nominations, then lie and
CIRI. bv mutual consultation and study, shnll agree by Janu-
ary If>, 1670 on sufficient additional townships to compose timt
number. The Secretary must, on that date, report to Congress as
to the operation of this selection mechanism, and the need for re-
medial legislation, if required. Upon completion of the pool, lhe
State and CIR1 shnll commence a striking and selecting process.
Tlie State may strike ten percent of the pool and the Region may
select n number of townships equal to ten percent of the original
pool. Alternate strikes and selections of live percent of the
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original pool shnll continue until CIRI's out-of-Region entitle-
ment is, as defined in this paragraph, satisfied. The State and
CIRI must complete this process within four months of comple-
tion of the, pool. Notwithstanding the foregoing, with the con-
sent of the | nited States, State of Alaska, and CIR1, lands may
be conveyed wihout resort to the pool and striking mechanism
herein provided, or in the manner described in subparagraph »
of this paragraph C, in which case the numl>er of townships to la*
nominated, pooled, struck and selected, shall be reduced pro-
portionately.

(c) The State may continue to select lands under the Statehood
Act which may be affected by this paragraph C. provided how-
ever, that any Regionnl nomination made hereunder shall be
superior to and tnke precedence over any such State selection made
after July 18,1975. Nc ic of those lands selected by the State under
the Statehood Act after July 18, 1975. and also nominated by
CIRI pursuant to this paragraph C, shall be tentatively approved
for patent to the. State by the Department of the Interior for so
long ns these lands are potentially available to CIRI under tlds
subparagraph unless CIRI has consented to such tentative ap-
proval.

(d) Lands approved by the Secretary for tlie out-of-Region
pool shall, as of tlie date of such approval, be withdrawn from all
forms of entry and location under the Public Land Laws includ-
ing the mining and mineral leasing laws, but not from selection
by the State, for so long as the said lands shall he included in the
said pool.

(c) Prior to nomination of any townships for secretarial ap-
proval, the Region shnll obtain the consent of other Native Cor-
porations where applicable, nnd a copy of such consent shall lie
attached tosuch nomination.

(f) CIRI shall select itsout-of-Region entitlement in blocks no
less than g(1 sections in size, along section lines, with no segment of
an exterior line less than six miles in length, unless the Secivtnrv
spocifirullv authorizes another manner of selection.

(g) CI Itl may, with the consent of the Secretary and the State,
select that portion of the mineral estate reserved by tin- 1’'uited
States iu a township if the remainder of the estate may not he
legally or readily available for selection, in which case, however,
such substitute selection shall he treated as full satisfaction of the
entitlement represented by the acreage involved and no additional
selection rights shall arise by reason of the lack of conveyance of
the entire estate.

(h) It is the intent of the Secretary and the State that all out-
of-Region selections shall be as compact as is practicable, and that
wherever possible. CIRI shnll select lands which are contiguous
to privntel v-owned lands.

(i) Nothing in this paragraph shnll be construed rs limiting
any Congressional review nnd approval of the Secretary's 1973
four systems proposals lo Congress.

«2(n) The Secretary, in conjunction with the General Services Ad-
ministrator, shall promptly identify and take the necessary steps by

U



40

January 15, 1978, to create a selection pool which shall consist of all
the following lands, within the exterior boundaries of the Cook Inlet
Region, now in existence or hereafter coming into existence by Janu-
ary 15,1978:

(i) abandonee or unperfected public land entries, provided
however, that the United States shall not be obligated to initiate
any adversary proceedings other than an adjudication by the
BLM to determine if such entries arc abandoned or unperfcetcd,
and the burden of identifying such lands shall beon C IR I;

(ii) federal surplus property;

(iii) revoked federal reserves;

(iv) cancelled or revoked power site reserves, with the excep-
tion of the Bradley Lake reserve, reserves in the Lake Clark pro-
posal, and the Chakachamna Lake reserve, if any are ever can-
celled or revoked;

(v) public lands created by the reduction of federal installa-
tions as defined in Section 11(e) of ANCSA, except that, if such
lands are within a Section 11(a) (1) withdrawal area, they shall
be subject to prior Village Corporation selections properly tiled
prior to December 18.1975; and

(vi) any other federal lands ns agreed by the State the Region
and the Secretary, including but not. limited to lands withdrawn
under Section 17(d)(1) of ANCSA and not. withdrawn for anv
other purpose.

The Secretary shall notify CIRI after any above-described lands
have been placed in tho pool. "With the concurrence of C1RT. the State
and nny other concurrence that may bo required under paragraph 1I-
C (1) (e) of this Document, the Secretary may, in his discretion, con-
tribute to such pool properties of one. or more of the. foregoing cate-
gories from without the boundaries of the Cook Inlet Region, provided
that properties described in subparagraphs (2) (a) (ii) ami (2)(u)
(iii) of this paragraph shall be removed from the pool if not selected
by CIRI within 90 days after the Secretary notifies CIRI that, such
properties have been placed in tho pool or valued by the Secretary in
Subparagraph 2(c) of this document whichever date is later.

(b) Tho State shall be advised of all properties located within the
exterior boundaries of Cook Inlet Region to be placed in the pool
described in subparagraph 2 (a) and may require Secretarial consulta-
tion with tho Joint Land Use Planning Commission with respect to
any specific piece of property so included, except, those in subpara-
graph 2(a) (i) hereof, to determine whether private ownership of
sueh property would he incompatible with reasonable land-mannge-
ment principles; provided, that the Secretary shall | t he bound by
any recommendation of the Joint Land Use Planning Commission.
Tho Secretary shall notify the State, CIRI and the Commission of
his decision in writing. The State may conclusively object to the in-
clusion in the pool of up to 1,500 of the acres, described in paragraph
2(a) (i) and 2(a) (iv), and additional lands within these two cate-
gories may be excluded from the. pool upon replacement by tho Stale
with lands of equal values. Lands not included in the pool ns result,
of the Stntifs conclusive objection or which have been replaced by the
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State under this subparagraph shall, immediately upon their exclusion
or replacement from the pool thereby, be made available by the Secre-
tary to the Stitte for selection under the Alaska Statehood Act for n
period of DOdays to the exclusion of nil competing clniins or parties.

(c) Unless specifically excepted by the Secretary, all tracts of land
and .improvements thereto in said pool shnll be appraised hy one or
more appraisers mutually agreeable to CIRI nnd the Secretary.

(d) CIRI shall be entitled to select any tract of land from said
pool in exchange for its out-of-Region selection rights, in part or in
whole and piv tmUo. in satisfaction thereof, in the following manner:

(1) any tract of land and improvements thereto specifically
excepted from appraisal by the Secretary as described in sub-
paragraph (c) of this paragraph may be exchanged acre for acre:

(2) any tract of land and improvements thereto valued by CIR |
and the Secretary, after review of tho appraisals, at less than
$500 per acre at fair market value may Ik? exchanged acre for
acre; . - o :

'.(3) any tract of land and improvements thereto valued by CIRI
mid the Secretary, after review of the, appraisals, at $500 per
acre or more at fair market value simll be exchanged as follows:

(1) for each acre, of land in said tract, each valued incre-
"r ment of $500 or ])roportion thereof shall dm considered nn
acre of land or proportion thereof, in the same proportion,
hereinafter railed an ‘mere/equivalent” ; and
1'*" (ii) any acre/equivalents may be exchanged for any acres
df CIRI's out-Of-region entitlement.

(c) Anything in the foregoing provisions notwithstanding, the se-
lection pool created hereunder shall not include or affect lands within
the Point Woronzof. Point Campbell, (louse Lake, and Campbell
tracts, to which CIR1 waives any claim which it may have had:'and
such lii‘ids sImll be reserved hy theUnitcil States for early conveyance
to the Sfnte for park nnd 'recreation purposes as an integral part of
the consideration for this Document. , .

(f)The Secretary shall utilize his best'efforts to maximize the pool
through the use of nil available properties within the described cate-
gories in order to enhance the opportunity for the land exchanges
described herein. If. hy January 15. 1078. the Secretary nnd the (len-
crnl Services Administrator have not identified for the pool nt least
138,210 acres, or acre/equivalents of lands within the exterior bound-
aries of Coolc Inlet Region, the Secretary simll add' to the pool an
amount equal to the difference between 138.210 neres, or acre/equiva-
lents,"and the miml>cr of acres so identified from the following:

(1) with tho consent, of the State, lands located within the
boundaries of the Region, withdrawn for the purposes of section
17(d)(1) of ANCSA. and valued by the Secretary nml CIRI at
$200 per acre, or more. 1

(2) with ihe consent of the.'State aiid CIRI,' lands described
in subparagraph 1-C(3) (a) of this Document from without
the. exterior boundaries of Cook Inlet. Region.

C IR I must select, all lauds in the pool located within the Region which
are valued hy the Secretary and CIR1 at $200 per acre, or more, until
CIRI1 has selected 138.240 acres, or acre/equivalents as described in
subparagraph 3(i) of this paragraph.
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(g) No Inter than 00 days following the conclusion of the period for
creation of tho pool ns specified in subparagraph (1) hereof, the Sec-
retary shnll. with the assistance of the General Services Administrator,
report to Congress on the status of the conveyances under paragraph
C and the need for remedial legislation, if required.

(h) Conveyances under this subparagraph 1-C(2) shall not bo sub-
ject to the provisions of Section 22(1) of ANCSA.

I1. Upon consent by the State of Alaska to be bound by tho terms
and conditions of this Document, which consent must bo given, if at
nil. within GO days of the commencement of tho 1076 Session of the
Alaska State Legislature, the State of Alaska simll convoy to the
United States for reconveyance to CIRI the lands described in Ap-
pendix C to this Document. Said lands shall bo considered State lands
until the United States accepts the State deed of title. Upon accept-
ance of a.State deed of title, the Secretary shall withdraw tho lands
conveyed thereby, subject to valid existing rights, from all forms of
appropriation under the public land laws, including the mining and
mineral lousing laws, and from selection under tlie Alaska State-
hood Act, us amended; such withdrawal to expire upon reconvey-
ance of said lands to CIRI.

I11. A. The Secretary slmll convey lo the State of Alaska all right,
litle nnd interest of the United States in and to all of the following
lands:

(i) At least 22.8 townships and no more than 27.0 townships
of lands from those presently withdrawn under section 17(d)(2)
of tlie Alaska Native Claims Settlement Act in tho Lake Iliamnu
urea and within the Nuslmgnk River und Koksetna drainages
near lands heretofore selected by the State, the amount Hiid iden-
tities of which slmll IX? determined pursuant, to Appendix 1)
hereof; nnd
(ii) Twenty-six townships of lunds in the Talkeetna Mountains.
Kamishak Hay, and Tutna Lake areas, the identities of which nrc
s<t forth in Appendix K hereof.
All lands granted to tlie State of Alaska pursuant to this subsection
simll lie regarded for all purposes ns if conveyed to the State under
and pursuant to section 6 of tin* Alaska Statehood Act; provided,
however, timt this grant of lands simll not constitute a charge against
the total acreage to which the Stale is entitled under section t>of the
Alaska Statehood Act.

H. The Secretary shall convey to the State of Alaska, without, con-
sideration, nil right, title und interest, of the United Stales in and to
all of that tract generally known as the Campbell Tract, and
psrticularly identified in Appendix F hereof except for one compact,
unit of land which lie determines, after consultation by the State of
Alaska, is actually needed by the Hurcnu of I”mil Management
for its present operations: provided, timt in no event, simll the. unit
of land so excepted exceed 1.000 acres in size. The land authorized
to be convoyed pursuant to this paragraph shall be used for public
parks and recreational purposes and other compatible public pur-
poses in conformance with the generalized land use plan outlined in
the Fur North Bicentennial Park master development plan of Sep-
tember, 107-1.
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As a result of Section 12(a) of ANCSA, selections by Village cor-
porations within tlie Kenai National Moose Range, or as n result of
any section 14(h) (1), (2) or (a) of ANCSA selections within the
Kenai National Moose Range or within the Secretary’'s 149 Lake
Clark proposal; nnd to the extent that CIR I'ssection 12(a) of ANCSA
subsurface rights are reduced by virtue of exchangee resulting in the
relinquishment of village selections iii the Secretary’'s 107:1 Lake
Clark proposal or lands in paragraph VI CIRI shall take, in lieu there-
of, an equal acreage from the following:

(a) The subsurface estate to oil and gas nnd coal in those lands
described in Appendix Il to the extent thnt such interests are not
transferred under paragraph 1-11 of this Document, and are sub-
ject to the restrictions therein described: ami

(b) Up to 40,080 acres of lands within section 11(a)(0) of
ANCSA withdrawals in the Talkeetna Mountains; provided CI HI
simll make all 12(b) selections in this withdrawal contiguous to
existing 12(a) selections, first selecting all over-selected 12(a)
Innds in this withdrawal.

(c) If sufficient acreage to satisfy any such selections does not
exist in those areas described in subparagraphs (1) and (2) of
this paragraph, the Secretary shall make available lands outside
the Region, in his discretion.' for selection by CIRI.

Except as provided otherwise in this paragraph, the Secretary
shall utilize (lie procedures of the Recreation and Public Purposes
Act (44 Stat. 741), ns amended, and regulations developed pursuant
to timt Act; provided, however, timt the acreage limitation provided
by section I(n) of timt Act, as amended by the Act of June 4. 1>+
((18 stilt. 17:$), simll not apply to this conveyance, nor simll the lands
conveyed pursuant to this paragraph la* counted against that acreage
limitation with respect to the Slate of Alaska or any subdivision
thereof.

C. The Secretary simll make available for selection bv the State,
its discretion, under section (! of the Alaska Statehood Act. 12.4 town-
ships of land to be selected from lands within the Talkeetna Moun-
tains and Koksetna River areas as described iu Appendix <i.

IV. The lands and interests conveyed lo CIRI under paragraphs
I and Il of this Document sImll constitute CIRI's full entitlement
under Section 12(c) of ANCSA, except tImt tho mineral estate con-
veyed pursuant to subparagraph 1-1$ of this Document sIimll consti-
tute full entitlement of CIRI’s surface nml subsurface entitlement
under Section 14(b)(8) of ANCSA. Tlu* lands which would comprise
tho difference in acreage between the lands actually conveyed under
paragraphs | and Il of this Document, and any final determination
of wimt CIR I's noreugc rights under Section 12(e) and II(li)(s$ of
ANCSA would have been not withstanding tluiprovisions of this Doc-
ument, simll be. retained by the United States, and this Itocumcut simll
create no right or interest in any other Regional Corporation or Vil
luge Corporation notwithstanding any provisions of ANCSA to lhe
contrary.

To the extent timt CIR1 is or becomes entitled lo subsurface rights;

V. The Secretary, CIRI, and the Stale sImll seek legislation au-
thorizing the Secretary to convey title to those selections bv Native

n
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tioii 443, February 13; 11>5S, provided however. that the patents con-
veying the aboye described lands shall contain (lie reservations required
by Section 24 of tlie Federal Power Act, 16 U.S.C. 318.

VI. A. The, Slate shall not select any of the, following lands', so that

such lands may be added to a management unit in the- Lake Clark
Area:

T4SR23AV(Ny2),S.M.

T 3S1120-241V.S.M.

T 2SR 24-25TV,S.M.

T 1S R24-21*1V,S.M.

T 1S 1127 W (sections 1—.8—15,23-25), SAL

T 1S R 281V (sections 1-tl), S.M.

T 1S R 2>AV (sections 1 (i),S.M.

T 1N R 24-2!) A\S.M.

T2 NR 24-30 AV,S.M.

T 3X R 28-30 Avand 31 AV (1d/.). S.M.

T4X 1130AVand3l AV (Ky>),S.M.

11 The Secretary, CIRI and tlie State recognize timt there, ape na-

tionally significant resources in the Lake Clark area. Management of
this area should be flexible and recognize the scenic, recreational, and
inspirational resources that should Impreserved ns well as State and
local interests including subsistence and sport limiting.

All. A. In fulfillment of its obligation to equitably reallocate acre-
age among villages pursuant, lo seetion 12(b) of tlie"Act, CIR1 shall
allocate section 12(h) selections to the following arena:

1. Four and one-half townships in the Talkeetna Mountain
withdrawal, provided that such selections shall lie compact, and
contiguous to 12(a) selection in said withdrawals and 12(a) over-
selections shall la*selected liist =

2. All lands that will not otherwise lie conveyed to the villages
under 12(a) on the Iniukin Peninsula;

3. To the extent necessary to fulfill any remaining 12(h) entitle-
ment lands within the following;

T 7S.R25 21 (Except Secs.20-31) \\.S.M.

T (1S, R 25 Avand 21 (1d/..) AV, S.M.

TBS, R25AV.S.M. (except sections 18,10,ami 3(1),

T IS.R24 AV (Sy,),S.M.

T IN,R 10AV.S.M.

T4 N,R20AV (Id/.) S.M.

T4N,R 18 AV (\YU.) S.M.

T3N.R 17-20 AV.SAL

T 3 N, 121 AR (Sees. 31-3(1, and 25-30 in the Tuxedni River
AVateished), S.M.

T2N, R 18-20 AV.S.M.

T 2 N, R 21 Ar (North and East of the Tuxedni River nnd
Day),S.M.

H. Hy mutual consent of the Secretary and (T Ill, Alillage Corpora-
tions within the Region ma.v exchange selections or selection rights
under section 120f ANCSA for acres, or aero/eqnivalcnts contained in
the pools established out in paragraph 1-C (2) (a) of this document.

(. I'p lo two townships without the exterior boundaries of Cook
Inlet Region, to be mutually agreed upon by the Secretary, CIRI, and
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the State, simll be made available for 111(b) selection. To the extent
acreage is allocated to a Native village pursuant to this subparagraph
tho village must have an eoual amount of acreage, in section units,

from 12(a) selections in the hereinafter described acres on an acre-
for-acre basis outlined in this subparagraph in the out of Region town-
ships identified iu this paragraph:

T4S,R 2111 (XTA) S.M.

T3S. Rdo,-21,and -23W, S.M.

T 2SiR It>-21 AV,S.M.

TIS,R19-21W.S.M.

T 1N, R20AV,S.M.

Provided that should the respective village not have any 12(a) selec-
tions in the above, 12(a) selection for the following shall he traded
under the provision of this paragraph:

T2N. R 18-21"W,S.M.
T3N,R 18-20W, S.M.
T1N,R 19-21W, S.M.
T5N.R 19-20 AV, S.M.

VITI. A. CIRI and lhe Secretary shall publicly support the estab-
lishmentof a unit of the National Park System in the Lake ('lurk area
including those lands withdrawn under section 17(d)(2) of ANCSA
and those lands described in paragraph V 1-A of this agreement. The
Secretary and C IR shall also agree to seek a provision in said legisla-
tion that would provide that before entering into nny contract arrange-
ment to provide new revenue producing services within the proposed
Lake Clark Unit of the National Park System within tho boundaries
of the Cook Inlet Region, the Secretary shall offer to CIR1 in coopera-
tion with Village Corporations within the Region when appropriate.
th(> right of first refusal to provide such services, the right, to remain
open for a period of ninety days. CIRI and the Secretary shall seek
legislation that provides timt. lhe United States may acquire lands
selected hy Village Corporations within llie boundaries of the Lake
Clark unit established by that legislation, hill only with the consent
of the appropriate Village Corporation.

n CIRI and tho Secretary simll publicly support the establishment
of the Caribou Hills, Swanson River, Mystery Creek, and Andy
Simons Wilderness Areas within the ICeimi Xationnl Moose Range.
CIRI and the Secretary ' hall seek a provision in such legislation timt
would provide timl before, entering into any contract or agreement to
provide new revenue producing services within the Kenai National
Moose Range, the Secretary shall offer lo CIRI in cooperation with
Village Corporations within the Region when appropriate, the right
of first refusal to provide such services, the right to remain open for
a period of ninety days.

IX. Lands conveyed to CIR I and/or its Village and Group Corpo-
rations in accordance with this document, notwithstanding their source
(whether federal or stale), simll upon conveyance to CIR1 and/or the
appropriate Village or Group Corporal ion, be considered nnd treated
ns conveyances under and pursuant, to ANCSA, except as may be
expressly provided otherwise iu this document.

X. As soon as practicable after any estate or interest in federal lands
to lie patented to CIR 1 in accordance with this document is identified,



CIRI nml tin- Secretary slmll review all leases, contracts, permits,
rights-of-way and easements covering or concerning such estate or
interest to determine whether the administration thereof may be
waived bv the Secretary, in his discretion, in accordance with tlie pro-
visions of section 17(g) of ANCSA.

X 1. Effective tlie date that State lands to be conveyed to the United
States for CIRI are designated by CIR1 pursuantof paragraph Il of
this document, tlie State, if so authorized, shall place all revenues
received from such lands in escrow to lie transferred to tlie Region when
appropriate. The administration of all least's, contracts, permits,
rights-of-way and easements prior to the conveyance of such lands to
the United States shall he by the State, except that all decisions con-
cerning: modification, conversion, renewal 0! appraisal of such inter-
ests will be with the concurrence of the Region. Kffoetiv" the date of
conveyance of such lands from (he State to the Secretary, the State
shall waive in favor of CIlItl administration of all leases, contracts,
permits, rights-of-way and easements totalling embraced hy sneli
lands. The State shall give timely written notice of the change of own-
ership and administration to tlie holders of rights on such lands.

X 11. The responsibilities of and benefits accruing to the Secretary,
the State and CIRI1 under this document shall become binding only
when ouch legislation as is necessary has been enacted. Upon passage
of such legislation, CIR1 and all plaintiffs/appellants shall, with the
consent of the Secretary, dismiss their pending appeal in Cook lvirt,
Itegi&n vs. h'/rppr. No. 75-2282, tilth Cir.) by executing and filing
pursuant to Rule 42(h) of the Federal Rules of Appellate procedure
an agreement flint the proceeding ninv he dismissed.

X111. A. For the purposes of this document, a 4661308 1 1 be
considered 23,040 acres.

B. The words “land” and “lands” as used in this document simll not
include properties owned by the State of Alaska under section G(in)
of the Alusku Statehood Act and the Submerged Lands Act.

Aitendix A

T.1V,R11WS.M.

Secs. 1 4. 0-12,1(1, W1/.S17—comprising approx. O0SO acres, more
or less

T.Sttf.'ii 11 WS.M.

Sea 0,approx. 70 acres in tlie SW '/, lying south nnd west of the high
water mark on the smith and west bankO f the Kasilof River.

See. 10, approx. 400 acres'comprising all moose range lands in this
section lying south nml west, of the high water mark on the south and
west, bank of.the Kasilof River. |

See. 21 mall. . <

Sec. 22, approx. 100 acres comprising all moose range lands in this
section lying south nnd west of the.high water mark on the south and
west hank of the Kasilof River.

See. 27, approx. 000 acres comprising all moose range lands in this
section lying west of.the high water mark on the west hank of the
Kasilof River, nnd those lands in this section lying south and west, of
the high water line on lhe south and west shore of Tustemena Lake.
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Sec. 28, all.

Sec. 33, all.

Sec. 34, approx. Q0O acres comprising all moose range lands in this
section lying south and west of the high water line on the south shore
and west shore of Tustemena Lake.

Sec. 35, approx. 290 acres comprising all moose range lands in this
section lying south of the high water line on the south shore of Tuste-
inena Luke.

See. 36, approx. 360 acres comprising all moose range lands in this
section lying south of the high water line on the south shore of Tuste-
mena Lake.

Comprising approximately 4,160 acres, more or less.

ArPENDLX B ! |
"I'PKXDIX B—1 .

82,560 acres of the specified mineral estate to be selected from the
following described lands:*

Priority

1—T. 8 N., R. 9 W : Secs. 1-8; See. 9 excluding E/2 SE/4, NW/4
SE/4, SK/4 NE/4; Sec. 10 excluding SW/4, S/2 SK/4. NW/4 SK/4,
S/2 NW/4, NW/4; Secs. U-14; See. 16 W /2; Secs. 17-20; Stic. 21
excluding NE/4, E/2 NW/4, NE/4 SW/4, N/2 SE/4, SE/4 SEI/4;
Sees. 23-26; See. 27 excluding N/2, SW/4, W /2 SE/4; See. 28 exclud-
ing SK/4, E/2 SW/4. E/2 NE/4, SW/4 N'E/4; Sees. .29-31; Sec. 32
excluding S/2 SE/4, NE/4 SE/4, Sec. 33 excluding S/2, NE/4, S/2
NW /4, NE/4 NW /4; Sec. 34 excluding W/2, W/2 NE/4; Sees. 35-36-
compnsingnnprox. 1,84-10acres.

1—T. 8 N.. R. 10 W.: Secs. 1; 12-14; 23-20; 32-36-eomprising
approx. 7,680 acres.

1—T.7N., R.917.: Sec. 3, E/2; Sec, 5 excluding S/2, NE/4 : Sees,
(i: 7; 8 excluding E/2, E/2 SW/4, E/2 NW/4. NW/I NW /4: Sec. 10
excluding W /2 SW/4, W/2 NW/4, NE/4 .NW/4; Sec. 14 excluding
NE/4; Sec. 15; Sec. 16 excluding NW/4, N/2 NE/4, SW/4 NE/4;
See. 17 excluding NE/4 N E/4; Sees. 18-30-compiising approx. 16,560
acres. >

1—T. 7 S.,, R 10 W.: Secs. 1-5; 7-25; Sen. 26 excluding W I/2
SW 1/4; Sec. 27 excluding S1/2 N 1/2; Sec. 28 excluding S1/2 NEI/4.
SE1/4, E1/2 SW 1I/4; Secs. 29-32; Sec. 35 excluding W 1/2, S3C com-
prising approx. 19,920 acres.

2—'P. 6 N., U 10 W .: Sec. 1: Sec. 2 excluding W/2 NW/4; Sen. 4
excluding N/2, SE/4, E/2 SW/4; Sec. 5-8; Soc. 9 excluding N/2
NE/4; Sec. 12: 16-17; 20-21-c.oniprising approx. 7,600 acres.

4—T. 7N, R 11 W., Sec. 23-26; 35; 36-coinpriuiug approx. 3,8-10
acres.

3—1" 6 N., R 11 W., Set.. 1-2; 11-14-coinprising approx. 3,840
acres.

3—T. IftN.,, R 7W.,Sec. 19-21; 28 (N /2);29-82-compming approx.
m1,800 acres.

*Thr«n Inn«' total niiproxImnlrly H2MSO ncro* tnwn*Mn*). An b -

y |
tlonx of t*.c olmivi* «lcMkeérhrd luiklh Hhnil b flr*t priority induction f«r “In llru Hrliwtloh»
froun c~pfndix B-2 below.
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APPENDIX 11-2

Up to 138,240 acres (G.O townships) of specified mineral in lieu
estnte to be selected from the following described lands by priority
ranking and in the order listed.

Priority

2—T. 0 N.,, R ) AV.: Sec. 13; 23 excluding SE/4 SE/4: Sec. 24
excluding AV/2 SE/4, SAV/4; Sec. 25 excluding W /2 E/2, AV/2: See.
26 excluding E/2 E/2; Sec. 27; Sec. 31 E/2; Sec. 32-35: Sec. 36
excluding AV/2 NE/4, NW/4, and N/2 SAV/4-coinprising approx.
0,120 ncres.

3—T.0N., R 8 AV.: Sec. 1-5; 7-36-comprising approx. 22,400 acres.

2—T. 6 N.,, R 9 AAT: Sec. 1-17; 20-29; 34-30-comprising approx.
19,200 ncres.

3—T.8X.,R 8Ax.: All-comprising approx. 23,040 acres.

2—T. 4 N.,, R 10 A%.: Sec. 9-10; 13-36-cpmprising approx. 10,040
acres.

2—T. 4 N.,, R 11 Ax.: Sec. 25; 36-eomprising approx. 1.280 notes.

3—T. 1N.,, R 11 AV.: Sec. 17 (E/2); Sec. 21-28; Sec. 33-30-com-
prising approx. 0,720 acres.

3—T.3N.,R 11 Ax.: Sec. 1; 12-15; 22-27; 34-35-comprising approx.
8,320 acres.

3—T. 3 N,, R 10 AV.: Sec. 1-30-comprising approx..19,20(1 aci-es.

3—T.4 N, R 9 AV.:Sec. 2 excluding SE/4;3-10; U excluding E/2;
Sec. 14 excluding E/2; 15-20; 21 excluding SE/4: 29-34-coniprising
approx. 12,480 ncres.

Appendix C

If CIRI hason or before January 12. 1970 presented evidence sttlis-
faclory to the State that the villages of Kink. Chiekiilopn. Alexander
Creek, Ninilchik and Salamatof have withdrawn selection applica-
tions for nnd relinquished nil claims to land in the Lake Clark, Lake
Kontrashibiiim and Malchntna River areas, the State shall convey
Under paragraph 11 of this document to the United States for recon-
veyance to CIR1 all of tho stntc lands identified or to lie identified in
this Appendix C. All conveyances of lands made in accord with this
document shall pass all of the State's right, title and interest ill the
lands, including the minerals therein, as if those conveyances were
made, pursuant, to section 22(f) of the Alaska Native Claims Settle-
ment Act. except thnt dedicated or platted section lilie casements and
highway or other rights-of-way may lie reserved to the State.

1 Acreage from each of the five pools identified in this pilragraph
in the amounts therein set forth. Out of each such pool, the identity
of the required acrenge shall lie determined to 'he extent possible by
mutual agreement of tlie State and CIRI. For so many of the required
ncres as have not licen so determined by agreement in each pool within
eighteen months following implementation of this document, those
remaining required ncres shall be identified by CIRI's selecting acre-
age in timt remaining amount from nn array of 1V* that many acres
within tlie pool, said array tp he identified to CIR1 by tlie State.-
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A. Point McKenzie.— 3,200 acres must le identified from state lands
within the following amis:
T 15 X, R3 AV through .AV. SAL
T 14 N. IM AV through 5AV, SAL
T13 X, 114 Ax SAL (Xorth of Knik Arm)

B. Knik-Wil/ow Pool.— 1,480 acres must be identified from stnte-
Jands within the following areas:

T 1G X through 18 X. li 2AV through 5AV, SAL

C. Kaskicitna Pool.—38,100 acres must be identified from statc-
lands within the following areas:

T 21 X through 25X, R3 and 41V, SAL (or other nearby lands).

D. ChickaloonPool.— 1,800 acres must be identified from state lauds
within tlie following areas:

T 10 X, R3 E through 5K, SAr.
T 20 X, R4 E through 712, S.M.

E. Kenai Pool.— 115,200 acres must be identified from state lands
on the Kenai Peninsula.

Provided however that the State may with CIRI's concurrence
supplant acreage otherwise to lie identified from the Kenai pool in
subparagraph 12 on an ae.re-for-aero basis with lands near Alexander
Creek. Ximlichik or Salamatof. Supplanting lands near any one of
these villages may not exceed in acreage thnt number of acres to which
the State is obligated under paragraph 3 to provide in respect of each
of those three villages.

2.(a) Thirteen nnd one-half townships of lands in the Beluga Area
Townships listed in this paragraph. The identity of those lands shall
lie determined by CIRI within eighteen months following the iinple-
mentaiton of this document by nomination of compact units no less
than i/t township in si/e lying along township lines, provided that
where, constrained by selection pool boundaries or water bodies they
may he. smaller: Prorir/ril. However that if Tyonek Corporation de-
sires to trade the surface estate il holds in the Kenai Xational Moose
Range for State surface lands within the vicinity of its village lands
but within CIRI’s selection pool, it may obtain up to one township
of sueh lands. 1f Tyonek ('orporation does trade for CIRI's select ion
pool lands. CIRI shall select an equivalent acreage of other surface
estate from within its selection pool.

T. If. N, R. 14AV.. SAL:

T. 1G X.. It. 13AV.. SAL:

T. 10 X.. R. 12AV.. SAL. Secs. 7. 10. 17, 1S. 10.20. 21,22. 25.20.
27. 28. 20. 31), 31. 32. 3. 31. 35, 30:

T. 10X., R. 11 AV.. SAL, Secs. 20.21,25.20.27.28.20.30, 31. 32.
33. 34.35. 30:

T. 15 X.. R. 11 AV.. SAL:

T. 15 X., IL 13 AV.. SAL:

T. 15 X.. R. 12 A, SAL;

T. 15 X.. R. 11 AV.. SAL:

T. 15 X.. R. 10 AV.. SAL. \fi 3. excluding Sec. I;

T. 14 X, R. 154, SAL:

T. 14 X.,R. 14 AV. SAL:

T.14X..R. 13 AV.. SAL. AVI5;

T. 11 X.. R. 11 AA. SAL
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T. 14N, R. 10w, s.M.. wy>;

T. 13 N, R. IS AR, SM.; "

T 13\ Ji 4W 8M *

T. 13 N.,, R. 10 W., S.M., EV> excluding lands east of the west
hank of the Beluga River;

T. 12N, It. IS W.. SM,;

T. 12 N., R. 14 AV,, S.M., excluding Secs. 23, 24, 25, 20, 29, 81,
32, 33,30;

T. 12 N.,, R. 1C AA, S.M ;

T. 11 N.. R. 13 AA, S.M., Secs. 12,13excluding W% SAV%;
24 NE/4 NE/4.

T. 11 N., R. 12 A. S.M., Secs. 18, 19 excluding SAA1!, Sy2
SE/4; 20.

(1)) Provided. However, that the following described lands shall
not he available for CIR I's selection of subsurface estate:

licluga
T. 13 X.. R. 10 AA. S.M., Secs. 11. E~y>; 12,13,14, 22. 23,24,25, 20,

27,34.35.30.
T. 12 X.. Il. 10 AV.. S.M ., Secs. 2,3,4,5,8,0,10.

Nicolatck

T. 11 N., R. 12 AA.. S.M., Secs. U.t SAV-V4; 17. SAA-i/2; 18, SE-1!;
19. E-Vo, E-Vo AA'-i/o; 20; 21. AV-V>; 28, AA-1.; 29,30, 31,32.

(c) ‘flie State shall provide a (loafing, ptiblif, JKI foot wide trans-
portation easement from T. 13 N.. R. 14 AA.. S.M. to the shore of Cook
Inlet in T. 11 N.. It. 12 AA.. S.M. Said easement to he determined upon
the ground at such future time ns a need exists and there are adequate
field data available upon which the State may linully plan and locate
tho corridor.

3. Lands in nn amount equal to of the acres to which each of the
villages of Knik. Chicknloon, Alexander Creek. Ninilchik, and
Knliimsntof are or would he entitled under ANCSA Sec. 12(a), under
selection applications on lilo with the BLM as of July 18,1975, iu the
Lake Clark. Lake Knrtrnshihima and Mulehntnn Rixor areas. Each
acre identified for conveyance hy the State hereunder must he located
within or near the 11(a)(1) withdrawal of the village to which the
displaced ANCSA acreage to which tlmt acre corresponds would
otherwise have passed under ANCSA. The lands so identified in re-
spect to displaced acres attributable to Alexander Creek and Suliunstof
shall be conveyed hy the State if and only if tho village to which the
displaced acres are, attributable retains its village eligibility status
under ANCSA.

Aitkximx 1>

Lands ix tiif. Lake Imam xa Akka and in the Ndshaoak River
axd Lake Ci.aiik Duaixaoks

Paragraph 111(A)(1))
1. The Secretary shall convey to the State at least 22.8 town:

and no more llian 27.n townships of land from those presently witn-
drawn under section 17(d)(2) of lhe Alaska Native Claims Settle-
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ment Act in frlio Lake Illinmma area und within tin* Xushagnk River or
Lake Clark drainages near lands heretofore selected hy the State.

I1. The following townships shnll be conveyed to the State as part
of the minimum of 2:2.8 townships to bo conveyed to the State, from
lands identified in paragraph I.

T -1X, R 861V. S.M.

T 3X.R 361V.S.M.

T 2X, R 361V.S.M.

T I1X. R 36 AV. S.M.

T IS. R 37 nnd 38AAT. S.M.

T 2S, R 37 and 38AAr.S.M.

T3S. R 37 nnd 38 AV. S.M.

T 4S. R 37-30 AV. S.M.

T 5S, R 40-42 AV, S.M.

T OS, R 40 AR. S.M. (except sections 21-28,33-36).
T CS.R 41 and 42 AV. S.M.

T 7S,R 42 AV.S.M. (secs. 3-10,15-18).

I1l. For each acre of valid village 12(a) selections relinquished
in the Lake Clark, Lake Kontrash/buna and Mulchntnn River areas
pursuant to paragraph Il of the document to which this forms an Ap-
pendix, the Secretary shall convey to the State, on an acre for acre
basis, lands from within the 17(d)(2) area described in Paragraph |
up to a total of 4.2 townships.

N\ To the extent that lands to be conveyed to the Stale mtrsuunt to
Paragraphs Il and 1l 1above are not specifically idcntifie n this Ap-
pendix, they shall he identified by mutual consent of the Stui and the
Secretary from lands described in Paragraph | within 60 days of the
date the. State becomes bound to this document, or within 60 days of
the date that any entitlement vests in the State pursuant lo Para-
graph 111 of this Appendix, whichever shall come first.

V. All lands granted to tho State of Alaska pursuant lo this Ap-
pendix 1) shall lie regarded for all purposes as if conveyed to the State
under and pursuant to section 6 of the Alaska Statehood Act: J'ro-
vide<l however, that this grant of lands slmll not constitute n charge
against the total acreage, to which the Siate is entitled under section
6(h) of the Alaska Statehood Act.

Appendix E

L ands in tiif. Tai.kkktna Moi ntains, Kamishak Lay and
Titna L akf.s Akkas

(Paragraph 111(A)(2))

The Secretary shall convey to timState thefollowingdescribed
lauds, subject to valid village selectionsunder section 12(a). but not;
12(b). of ANCSA.

T22X. 1124V, S.M.
T 23N, R 24V. S.M.
T 21X. R 1and 2 AV. S.M.
T 20X, 111und 244',S.M.
T 27N, R 244'. S.M.
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T 29N. R 2AV, S.M.

T 7S. R 26AV. S.M. secs. 29-31
T7S.R 27-29 AV, S.M.

T 8S,R 26-291V, S.M.

T 9S. R 26-30W. S.M.

T inS. R 28-30 AV, S.M.

T US,R 28-30 AV, S.M.

T 4N, R 33-35 AV, S.AlL

T 3N, R 34 and 35 AV, S.M.

T 2X, R 34 and 35 AV, S.M.

Aitexdix F

Far Xoktii Bkextkxniai. Pakk

(P aragraph 111 B)

T 12N,R 3A,S.M.:

Section 1.

Section 2.

Section 3 (except SAATVi).

Section 10 (except S )

Section 11 (exceptS %).

Section 12.

T 13N,R 3AV,S.M.:
Section 34 (except X XE Vi XE Vi)
Section 35 (except XAV y, XAV J/,, X /2 SAV ViXE Vi XE 1\)
Section 30 (except XE \\ SE VI SE ~\\XE Vi)

Aitexmx G
Tai.kketna Mountains—Koksetna River Lands

(Paragraph 111(c))

The Secretary is authorized and directed >0 make available for selec-
tion by tlie State, in its discretion, under sectii.:: <of the Alaska State-
hood Act. 12.4 townships of land to he seleeted from lands within the
Talkeetna Alounlainsand Koksetna River arats as described below.

T 4X,R31AV,S.M. (AV>].).
T 4X,R 12AV,S.M.
T3X.R31 AV.S.M. (AVI/.).
T3X.R 32and 33 AV.S.M".
T2X.R 31-33 AV.S.M.

Subject to valid village 12(a) and 12(b) selections under AXCSA.

tlie following lands loentcd south of Ihe Snsilna River:
T29X.R HE— I W.S.M.
T30X.R HE—2AV.S.M.
T31X,R9E—IAV.S.M.

[ — - lidwanhrn v. Morton

During the Subcommittee hearings 71.R. (Kil I, the Committee was
made aware of nn issue which may have long-range significance for
the Native land claims settlement contained in the Settlement Aet.
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This issue concerns the decision in the ease of Edwardsen v. Morton
( F. Supp. 1351)), 1973. The Settlement Act hud us its principal
purpose the provision of a “fair und just settlement of alt claims by
Natives und Native groups of Alaska, based on aboriginal land
claims.” (Section 2(a)). On April 1S), 1973, Judge Oliver Gasch, the
District Court for the District of Columbia, in ruling on a motion by
the defendants for summary judgment in t'dwardsen. held if the Na-
tive pluintitfs of the Arctic Slope of Alaska “were in fact disturbed in
their use and occupancy by trespassers, i.e.. by any parties coming
onto the land except for those entering under Congressional au-
thorization, then there accrued a cause of action in tort against the
trespassers and a cause of action for trespass and breach of Hdueinry
duty against Federal oflkers authorizing such trespass.’- 30!) F. Supp.
at i378-1379. The Court continued. “ It is not at all clear that the
Settlement Act bars litigation of plaintiffs' claims relating to tlie
alleged trespasses even though they are linked to claims of aboriginal
title. * * * In any event, a construction of (the Act’s provisions) to
bar claims relating to pre-Settlement Act trespasses would appear to
create constitutional infirmities in lhe Act which are tatter avoided if
a constitutionally sound construction does not \iolate clearly expressed
legislative intent." 309 F. Supp. at 1379. Accordingly. Judge Gasch
refused to hold “that a later Act of Congress |.Settlement Act] could
wipe out all claims against any person * * * simply because Con-
gress has derided to extinguish aboriginal title.-*1d.

Pursuant to a stipulation entered into by the parties in August of
1971, and approved by the Court in October, 1974. further proceed-
ings in the kdtranhen case were held in abeyance pending an invcs-
tigntion by the Department of the Interior of ihe extent of the trespass
claims involved. TImt investigation has been completed and the Tinted
States, acting ns trustee for tlie Natives involved, has tiled suit in the
I’ nited States District. Court for the District of Alaska against several
corporate and individual defendants, including the Suite of Alaska,
for damages arising from sueh trespasses.

It in not. dear just what impact a linal decision upholding the
Fdirordsm ruling might have on the Settlement Act and the orderly
development of the Stale of Alaska. As a consequence, the Committee
determined not to deal with that critical issue in U.K. (1(144. 'I'his deci-
sion should not he interpreted to mean that the Committee finds the
ruling lo he either correct or incorrect with respect to tlie congres-
sional intent in barring or not barring such claims. At this point, that
is a judicial mailer.

Ifonever. (lie Committee intends to follow the course of this litiga-
tion and lie. impact that il has or may have on the Settlement Act
and ihe development of lands and resources in Alaska. Should circum-
stances warrant, lhe Committee then will consider the matter further.

Inii.ationauv Imimit Stvtkmkst

The Federal expenditures and costs authorized and required by this
legislation are rclutiuly small and would have no significant influ-
lionury impact.

Cost and VIrnor.T Act Comci.anck

The hill authorizes appropriations of $25.01)0 in section 12(g) and
Si.tit1t),0(10 in section 14.
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In addition, extension of the Land I'se Planning Commission bi-
section 7 for three years will mean an extension of the appropriation
authorized by section 17(a)(0)(H) of the Settlement Act which is for
$1,500,000 for each fiscal year.

Indirect costs can he attributed to tlu* payment of interest on the
escrow account authorized by section -2; tlie payment of interest on tlie
Alaska Native Fund authorized by section 5; and loss of tax revenue
from the exemption contained bisection 13. It would be impossible
to ascertain such indirect costs at this time, but they would tie rela-
tively minimal.

O vkrshiiit Statkmkvt

The development and consideration of the bill. I1.11. (1(144. was in
large part due to the oversight activities of the Subcommittee on
Indian Affairs. The Subcommittee held oversight field hearings on
the Settlement Act in Alaska in the 03rd Congress and again in August
of 1975.

COMMITTKK 1Jk.COM MKNOATIOX

The Committee on Interior and Insular Affairs, hy a voice vole,
recommends enactment of U.K. 6044, ns amended.

Ciianoks ix E xisting Law

In compliance with clause 3 of rule X111 of tlie liulesof the House
of Itenrescutatives, changes in existing law made by ilu* hill, as re-
|x>rted, arc shown as follows (existing law proposed to be omitted is
enclosed in black brackets, new matter is printed in italic, existing law
in which no change is proposed isshown in roinnn):

Act or Dkck.miikr IS, 1971 (85 Stat. tins)
* * * * * * *

Skc. 7. (a) For purposes of this Act, the Slate of Alaska shall I*
divided hy the Secretary within one year after the date of enactment
of this Act in twelve geographic regions, with each region composed
as far as practicable of Nativcs having acommon heritage and sharing
common interests. In the absence of good cause shown to lhe contrary,
such regions shall approximate the areas covered by operations of
lhe following exist ing Native associntions: ............. \ny dispute over llie
boundaries of a region or regions shall lie resolved bv a board of »rbi
irators consisting of one pei-son selected by each of the Native iisso
ciations involved, and an additional one or two persons, whichever is
needed to make an odd number of arbitrators, such ni'-Mtionul person
or persons to lie selected by (lie arbitrators selected by the Native asso-
ciations involved *['roriileil, Thnt tin" bourn!'try lie/wren thr
soilt/ii'iiM/ixi) mu/ ('/nioof/i rryions s/ui/l be the It)1st mrriiliun: | 'm-
riileil further, Thut. irith ren/wet to miy lands ronrryrd to it in the
ririnil 'l fry ttmj. thr llryioiud Corporation foi the t'hnyur/i rri/ion
mshot/ in « Hit to thr iViitires eiirotlei/ to the ril/luye of Yuhutut the some
riyh/s mut /irieileycH to use sueh tum/s for /mr/ioses triu/itioind thereon,
im Ituliny, hut not limifell to. subsisfrner huntini/. tisliny. mu! gothrrm
iny, us it uecords to its own s/uireholi/rrs, mol shut/ take no min uson-
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able or arbih'ury action reJntire to ruck lands for the /tri/nary purpose,
and having the effect. of impairing or curtailing writ rights and
privileges.

(b) . ..
Sec. 16.(,)***

(b) Dining n period of three years front tlie date of enactment of
this Act. each Village Corporation for the villages listed in subsection
(a) shall select, in accordance with mles established by the Secretary,
an area equal to 26,040 ncres. which must, include the township or
townships in which all or part of the Native village is located, plus,
to the extent, necessary, withdrawn lands from the townships that arc
contiguous to or corner on such township. All selections shall be con-
tiguous and in reasonably compact tracts, except as separated by
bodies of water, and shall conform ns nearly as practicable to the
United States Land Survey System. Such allocation as the Regional
('orparation for the, southeastern . 1laska region shall /red re aruler sec-
tion J-i(h) (S) shall he selected and conrctp d from lands not sehit<d
hy sack Village Corporations that were iri/hdniirn by subsection (a)
of this section, everpt latu/s on Admiralty Island in the .Ingoon with-
drawal area and. without the consent of the Governor of the Stuti nt
Alaska or his delegate, lands in the Savinan and Vakutat withdrawal
areas.

(</) The lanrls enclosing and surrounding the eillage of h Inkwan
which. were withdrawn by subsectione[a) of this section are hanky
rewithdrawn to the same extent and for the same purposes as proeidi d
by said subsection (a) for a period of one year from the date of in
actmeat of this subsection, during which period tin Village Corpora-
tion for the eillage of Klukwan shall select an area ei/ual to twenty
three thousand forty acres iii accordance with the provisions of
subsection (h) of this section and such Corporation and the shaie-
holders thereof shall otherwise participate fully in the In nrfits pm
eided by this Aet to the. same extent as they would have participated
had they not elected to acguire title to their former reset e< us pm-
riileil by section 1It(li) of this Act: Prodded. That nothing in this
subsection shall affect the existing entitlement of any Hcgiomd for
porn/ion to lands persuant to section Il/(h ) (& of this Art: Proeld d
further. That the foregoing prorisions of th s subsection shall not
become etfretire unless and until the I'i/lagi (‘reparation for tin eil
luge of Klukwan shall t/uifc/oiin to Chilkat Inil'n i Village, organized
under the prorisions of th< Act of dune IS. P.td, (jV S/at. US]), as
amended by the Aet of May |. Htdti ({/t Stat. IHot/); all its right, tith .
and interest in the lands of the reservation defined in and eis/ed by
thr Act of September d. IHa'l [il S/at. 'dt(i), which lands are herein/
conveyed and confirmed to said Chilkat Indian Village in ft'i simpli
absolute, free of trust and all ristrictions u/mn alienation, encum
kroner, or otherwise: Provided further. That the I'nited States and
the Village Corporation for the Village of Klukwan shall also gull
claimmto said Chilkat Indian I'Hinge any right or interest they may
hare in and to income derived front the restrea/ion lands defined In
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and vented by flic Art of September 2. 1057 (71 Stof. 507) after thr
date of enactment, of this Act and prior to the date of enactment of
this subsection.

- * * * * * *

Skc. 17. (n) * "

[(10) On or before May 30. 1076. the Planning Commission shall
submit its final report to the President of the United States, tho Con-
gress, and the Governor and Legislature of the State, with respect
to its planning and other activities under this Act, together with
its reeomendations for programs or other actions which’'t determines
should ho taken or carried out by the United States and the State. The
Commission shall cease to exist effective December 1L 1070.]

(10) The, Planning Commission shall submit, in accordance with
this paragraph, comprehensive reports to the President of the United
States, the Congress, and the Governor and Legislature of the State
with, respect to its planning and other activities under this Act. to-
gether with its recommendations for programs or other actions which
it determines should be implemented or talcen by the I'nited States
and the State, .in interim, comprehensive report covering the above
matter shall be so submitted on or before May .10. 1P7H. .1 final and
comprehensive report covering the above matter shall be so submitted
on or before May 30, 1070. The Commission shall cease to exist effec-

tive June 30,1070. .
* * * # * * *

Sfc.21. (a) ***

(f) Until January 1,1002, stock of any Regional Corporation orga-
nised pursuant to section 7, including the right to receive distributions
under subsection 7(f), and stork of any Village Corporation orga-
nizedpursuant to section ft shall not be includable in the gross estate,
of a decedent under sections 20,11 and 2033 of the Internal Revenue

Code.
* * * * * * *

Sec.2. () ***

[(f) The Secretary, (lie Secretary of Defense, and (lie Secretary of
Agriculture are authorized to exchange lands or interests therein in
Alaska under their jurisdiction for lands or interests therein of the
Village Corporations, Itcgional Corporations, individuals, or Ihe State
for purpose of effecting land consolidations or to facilitate the man-
agement or development, of the laud. ICxrhanges shall he on the basis
of equal value, and either party to the exchange may pay or accept
cash in order to equalize the value of the properties exchanged.]

(f) the. Secretary, the Secretary of Defense, the Secretary of Agri-
culture, and the State of Alaska are authorize!/ to exchange lands or
interests therein, including native selection rights, with the Group
Corporations, Village Corporations, Regional Corporations, the Na-
tive Corporations for the Cities of Juneau, Sitka. Kodiak and Kenali.
other municipalities ant! corporations or Individuals, lhe State (acting
free of the restrictions of section tl(i) of the Alaska Statehood Act),
or any federal agency for the purpose of effecting land consolidations
or to facilitate the mangament or development of the land, or for
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other public purposes. Exchanges shall be on the basis of equal value,
and cither party to the exchange may pay or accept cash m order to
equalise the value of the property exchanged: Provided, That when
the parties agree to an exchange and the Secretary determines it is
in the public interest, such exchanges may be made for other than
equal value.

See. 28. Any corporation organized pursuant, to this Act shall be
exempt from, the provisions of the Investment Company Act of 19\0
i.j/f Stat. 780), the Securities Art of 103.1 (&S Stat. 74) and the Securi-
ties Exchange Act of 1034 (4? ‘'hit. 881). at amended, through Decem-
ber 31, 1991. Motiving in this section, however, shall be construed to
mean that any such corporation shall or shall not, after such date, be
subject to the provisions of such Acts. Any such corporation which,
butfor this section, would 5c subject to the prorisions of the Securities
Exchange Act of 1034 shall transmit to its stockholders each year a
report containing substantially all information required to be included
in an annual report to stockholders hy a corporation which is subject
to the provisions of such Act.

* . * f * m m

s.c. 29. (a) The payments and grants authorized under this Act
constitute compensation for the extinguishment of claims to land, and
shall not be deemed to substitute for any governmental programs
otherwise available to the Satire people of Alaska as citizens of the
United Elates and the. State of Alaska.

"(b) Sotwithstanding section .j(a) and any other provision of the
Food Stamp Aet of 1904,,n determining the eligibility of any /tons,
hold to participate in the fond stamp program, any compi nsatiou. re-
muneration, revenue, or oilier benefit received by any member of smh
household under tin S, til, went.let shall be disc, guided.

* * * * * * *

Sec. 30. (a) Sotwithstanding any provision of this Art. any cor-
poration created pursuant to section 7(d), 1YUNC."). or 1Y
(=) within any of the tw. Ire regions of . llaska, as <stab/ished hi/ see
tion i (a), may. at any time, merge or consolidate, pursuant to the ap-
plicable prorisions of the /airs of the State of Alaska, with any other
of such corporation or corporations created within or for the same
region. Any corporations -resulting from mergers or consolidations
further may merge or consolidate with other such merged or con-
solidated corporations within the same region or with other of the
corporations created in. said region pursuant to section 7(d). 8(a).
14(h) (2), or 14(h)(3).

"(b) Such mergers or consolidations shall be on such terms and con-
ditions as are appcore.it by rote of the shareholders of thr corporations
participating therein, including, where appropriate, terms prodding
for the issuance of additional shares of Regional Corporation stock to
persons already owning sueh stork, and may take place pursuant to
votes of shareholders held either before or after the enactment of this
seetion: Provided, That the rights accorded under Alaska law to ills-
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Muting shareholders in a merger or consolidation may not be exercised
in any merger or consolidation pursuant to this Act effected prior to
December 19,1991. Vpan the effectiveness of any such mergers or con-
solidations the corporations resulting therefrom and the shareholders
thereof shall succeed and be entitled to all the rights, privileges, and
benefits of this Act, including but not limited to the veceipt of lands
and moneys and exemptions from, various forms of Federal, State,
and local taxation, and shall be subject to all the restrictions and obli-
gations of this Act as are applicable to the corporations and share-
holders which participated in said mergers or consolidations or as
would have been applicable if the mergers or consolidations and trans-
fers of rights and titles thereto had not taken place: Provided, That
where a village Corporation organised pursuant to section 19(b) of
this Act mercies or consolidates with the Regional Corporation of the
region in which such village is located or with another Village Corps
ration of that region, no provision of sueh merger or consolidation
shall be construed as increasing or otherwise changing regional enroll-
ments for purposes of distribution of the Alaska Native Fund; land
selection eligibility; or revenue sharing pursuant to sections 0(c),
7(m), 12(b). 14(h)(8), and 7(i) of this Act.

*(r) Notwithstanding the provisions of seetion 7 (}\ or (in), in any
mergeror consolidation in which the class of stockholders of a Regional
Corporation who are not residents of any of the villages in the region
are entitled under Alaska law to vote as a class, the terms of the merger
or consolidation may provide for the alteration or elimination of the
eight of said class to receive dividends pursuant to said section 7 (j) or
(m). In the event that such dividend right is not expressly altered or
eliminated by the terms of the merger or consolidations, such class of
stockholders shall 'ontinuc. to receive such dividends pursuant to sec-
tion 7 (j) or (m) as would have been applicable if the merger or con-
solidation had not taken place and all Village Corporations within the
affected region continued to exist separately.

'o{</) Notwithstanding any other provision of this section nr of any
other law, no corporation referral to in this seetion may merge or con-
solidate with any other such corporations unless that corporation's
shareholders have approved such merger or consolidation.

“(r) The plan of merger or consolidation shall provide that the right
of any affected Village Corporation pursuant to section. 14(f) 10 with-
hold consent to mineral exploration, development. or removal within
the boundaries of the Native village shall be conveyed, as part of the
merger or consolidation, to a separate entity composed of the Native
residents of such Native village.”.

Dkpaiitmentai, liEI'OUTS

Tin* Committee received two reports from the Departmeat of In-
terior; one dated May 12. 1075 which addressed 11.1!. (Kil I, as origi-
nally introduced, and one dated December Ift. 1075. which addressed
Ihe Dill as reported by the Subcommittee. Tn addition, the Securities
and Exchange Commission, and the* Department of Agriculture com-
mented on tlie legislat ion. The letters follow:
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U.S. Department ofthe Interior,
O ffice of the Secretary,
Washington, D.C., May 12,1975.
Hon. James A. Haley,
Chairman, Committee on Interior and Insular Afairs,
House of Representatives, Washington, D.C.

Dear Mr. Chairman : This responds to your request for the views of
this Department on I1.R. 6611, a bill “To provide, under or by amend-
ment. of the Alaska Native Clniins Settlement Act, for the late enroll-
ment of certain Natives, tlie establishment, of an escrow account for
ohe proceeds of certain lands, the treatment of certain payments and
grants, nnd tho consolidation of existing regional corporations, and
for other purposes.”

We recommend enactment of Il1.R. 6644, if amended as suggested
herein.

Section 101 of the bill authorizes the Secretary of Interior to review
all applications filed within one year after the date of enactment of
the bill by persons who missed the March 60.1976. deadline for filing
applications for enrollment as Alaska Natives. The deadline was es-
tablished by regulations issued pursuant to the Alaska Native Claims
Settlement. Act (85 Stat. (588). Under section 101, the Secretary would
enroll those Alaska Natives who meet the qualifications for enrollment
set out. in the Alaska Native Claims Settlement Act except for their
failure to meet the March :10.107.0 deadline. The section also provides
for the issuance of regional corporation stock lo those Alaska Natives
enrolled pursuant to this provision as well as tlie distribution of pay-
ments to those Natives enrolled pursuant to this section that are equal
to payments made to those Natives originally enrolled. It further siate?
thnt Natives enrolled pursunnt to this provision shall not afTeei the
eligibility status of land entitlement, of eligible village corporations,
regional corporations, the four named cities, or groups as defined by
the Alaska Native Claims Settlement Act.

We strongly support the reopening of the rolls of Alaska Natives
eligible to receive, benefits under the. Alaska Native Claims Settlement
Act (ANCSA). and to allow otherwise, eligible Alaska Natives who
missed the enrollment .leadline to enroll. Although we make noapology
for the manner in which we handled in a very brief period of time one
of the largest enrollment campaigns ever conducted, we recognize that
not every eligible Alaska Native learned about the benefits of ANCSA
in time to meet the. filing deadline of March 30, 1073. Our estimate is
that as manv as *2.000 otherwise eligible persons had not applied for
enrollment by that date. Some of these eases involve substantial
equities. For example, some are minors whose guardinns neglected to
enroll them: others did not receive llie enrollment, forms or were under
misapprehensions concerning their ancestry.

We are also in agreement with the provisions of section 101 that
would not. allow the addition of these late enrollees to result in chang-
ing the status of those villages and groups whose eligibility status was
determined pursuant to the figures that were established hy the r.l!
certified bv the. Secretary of the Interior on December 1> 1575 That
roll would, under the provision of section 101. establish ‘*e propor-
tionate shares of villages, groups, nnd regional corporations as to their
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Innd entitlements and tlio new enrollment authorized by this amend-
ment would not- afreet the proportionate share, nor would it he used
to disqualify a group because it had more than 24 Natives enrolled as a
result of tho addition of late filers. Ae question the need for the in-
clusion of the four named cities, Sitka, Juneau, Kenai, or Kodiak, in
this section because their land entitlement is not determined by the
number of Natives enrolled to each of these locations. Therefore, wo
recommend that all reference to the four named cities be omitted.

Section 101 refers to tho enrollment deadline of March 30,1973, as
having been established by section 5(a) of ANSCA. That deadline
was established by regulation (25 C.F.R. 43h ct sen.). A%e recommend
Hint tho reference to the authority of section 5(a) of ANCSA he
deleted.

Section 102(a) of the bill provides the Secretary of the Interior with
authority from and after the date of enactment, to deposit receipts de-
rived from contracts, leases, permits, rights-of-way or easements per-
taining to lands or resources of lands withdrawn for Native selection
pursuant to ANCSA in an escrow account until such time ns disposi-
tion is made of the land and then to transfer them to tho poison or
entity receiving title to the land. Upon tho expiration of the selection
rights of the Natives for whose benefit such lands were withdrawn or
reserved, the proceeds from lands withdrawn but not selected shall he
deposited in tho U.S. Treasury or paid out as required under law. Sec-
tion 102(b) provides the nuthority needed to pay interest on the funds
held in the escrow account and to allow the Secretary of tho Interior
to reinvest them to obtain a higher return pursuant to the Act of
June 24, 1938 (25 U.S.C. 102(a)). However, the section specifically
prohibits the creation of a trust relationship with regard to tho funds
authorized for investment und reinvestment hy the section.

There presently exists no authority in the Secretary of (lie Interior
to pay over to tho Alaska Natives the proceeds derived from actions
which he must take wit li regard to lands Ihat are withdrawn for Native
selection but which arc not yet. conveyed. The. Alaska Natives have
indicated to the Department the need for this authority, and we sup-
port the establishment of an escrow account.

AATile we support the crcalion of tlie escrow account, we cannot sup-
port. the provisions of section 102(b), which would authorize iniciest
payments on such account and give authority lo the Seorotarv lo re-
invest tho proceeds in the. account. There are many other similar ac-
counts administered hy the Federal Government on which no interest
is paid and in which there is no reinvestment authority. In our judg-
ment, section 102(b) would establish nn unfavorable precedent.

Section 102(a) contains two separate time periods for paying out lhe
funds in the escrow account and we recommend that they boonufi.rnied.
The proceeds derived from the activities on lands withdrawn foi Na-
tive solcction, which nre deposited in the, escrow account, are to ho
paid to the selecting corporation or individual at the time of convey-
ance. However, receipts in, tho escrow account from lands withdrawn
but not selected shall be paid to non-Natives “upon the expiration
of tho selection or election rights of the individuals for whoso lienofit
such lands were withdrawn or reserved.” Ade advise thnt payments
to non-Natives from the escrow nccount ho made at. tho time of con-
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veyunce to the Natives, thereby making the two payments operative
at the same time.

hilc subjection 102(a) establishes an escrow account, and addresses
the issue of the disposition of receipts from activities by tho Secre-
tary on lands withdrawn for Native selection but not yet conveyed,
it does not clarity certain accounting procedures related to these activi-
ties. A system is necessary to accurately relate revenues to specific
tracts producing the revenues nnd tracts selected. To clarify thc»o
accounting procedures we recommend the addition of subsections (c)
and (d) to section 102.

Subsection 102(c) relates to public easements reserved in any con-
veyance pursuant, to subsection 17(b)(3) of ANCSA. Many of tlie
actions arising from these reserved easements may not be performed
until years after the conveyance lias been issued. Although tlie reser-
vation has hecn made in the conveyance, subsection 102(c) would
insure that proceeds denied from these subsection 17(b) (3) reservfd
easements at. any time after conveyance has been issued, shall be paid
to tho grantee of such conveyance in accordance with such grantee’s
proportionate share:

“(c) Any in.’ all proceeds from public easements reserved pursuant
to .siiiisection 17(b)(8) of the Alaska Native Claims Settlement Act.
(85 Stat. 638), from or after the date of enactment of this Act, shall
be paid to the grantee of such conveyance in accordance with such
grantee s proportionate share.”

mWithout the certainty provided by subsection 102(c), it would
lie administratively prohibitive to distribute tlu* income to tlie owners
of tho land covered by the easement reservation.

Subsection 102(d) will ehirify accounting procedures under ANCSA,
so that although most contracts, leases, permits, rights-of-way and
easements may ho paid on lands withdrawn for Native selection on an
annual basis, payment to lie made at. the begining of the year, if a
conveyance should ho made in the middle of the year, the grantee
would receive proportional income from sueh contracts, lenses, per-
mits, rights-of-wuv..and easements:

“(d) Any and ii'l income on all earnings from .ontrnets, leases, per-
mits, rights-of-way, or easements issued for tlie surface or minerals
covered undoi the conveymice prior to tho issuance of sueh conveyance
under the Alaska Native Claims Settlement Aet (85 Slut. 688), shall
he paid to the grantee of such conveyance on that, portion, of the lands
conveyed pro-rated from the date of enactment of this Aet.”

Subsection 102(a) rofcrs to “any and all proceeds derived” from
certain less-thun fee interests which may he derived from Native lands
prior to conveyance. Oil certain types of applications, tlu* applicant,
must pay for n Federal processing foe and for the cost, of tlie environ-
mental impnet statement. T!.a language of subsection 102(a) should
be amended in order to exempt these two payments from the, applica-
tion of this provision

Seetion 102 should contain a provision parallel to that of section 21
of ANCSA. Wu recommend timt a new subsection (e) lie added:

“ (e) To the extent, that there is a conflict between the provisions of
subsection (2) of this section nnd any other Federal laws applicable
to Alaska, tlu* provisions of subsection (a) of this section shall govern.



Any payment made to any corporation or any individual under the
authority of subsection (a) of tliis section shnll not be subject to any
prior obligation under sections 9(d) and 9(f) of the Alaska Native
Claims Settlement Act (85 Stat. 888)

Seetion 103 of the hill would add a new section 28 to ANCSA. Sec-
tion 28 would exempt until December 31, 1976, any corporation or-
ganized pursuant, to ANCSA from the provisions of the Investment.
Company Act. of 1910 (54 Stat. 789, as amended). We defer in our
views concerning the provisions of seetion 103 of Il.R. 6644 to those
of tho Securities and Exchange. Commission who, we understand, will
shortly submit its report to the Congress.

Seetion 104 of this hill would add n new section 29 tn ANCSA. New
subsection 29(a) would provide that payments and grants made under
ANCSA are compensation for extinguishment of claims to Innd by
Alaska Natives and are not to he deemed to substitute for any govern-
mental program that would otherwise he available to Alaska Natives
as citizens of tlie I’ nited States and of the State of Alaska.

New subsection 29(b) of ANCSA would specifically exempt any
benefits an Alaska Native might receive pursuant to ANCSA from con-
sideration in determining tlie eligibility of any Native household to
participate in tlie food stamp program under the Food Stamp Act of
1964.

With regard to the provisions of section 104 of this legislation,
we have not yet formulated a position nnd. therefore, wo are not tilde
to offer comments tit this lime. This provision is currently under exam-
ination within the Administration.

Section 105 of the legislation pro'ddcs that the funds deposited in
the Alaska Native Fund under ANCSA are to ho considered funds
held in trust hy the I'nited States Government for Indian trilies pur-
suant to the provisions of Section 1of the Aet of February 12, 1929
(25 J'.S.C. 161(a)).

We object to the classification of these funds as trust funds. Section
2(h) of ANCSA specifically declares that the settlement f aboriginal
claims hy Alaska Natives should he accomplished “=.. in conformity
with the real economic and social needs of Natives ... without creat-
ing a rcscrvnt ion system or lengthy wardship or tmsteeship..

I'nder section 106. except ns speeilieallv provided in 11.11. 6644. the
provisions of ANCSA are fnllv applicable to this legislation mid this
1till shall not alter oi amend ant ueli orovisions. We have no object ion
to this v.rlion.

Section 10“ of the bill nutlnnizcs mcrgci's or consolidations mining
regional and villnge corporations within the same region and would
uoplv only to corporations authorized pursuant to sections 7 and 8
of i Alaska Native Claims Settlement Act. All mergers would lie
subject lo the applied hie provisions of the iiws of tlie Slate of Alaska,
as would unv resulting corporations. Sect if a Ju7 would also allow the
MihsripiPitt merger or eensolidution of nidge.l corporation with each
other, provided they an iu the same regie i. The mergers authorized
bv corporation shareholders either hei.oc >r after passage of this hill
would lie covered and could take place uiiili r the provisions of tlie hill.
This provision would allow a nif rger that wus approved by corporation
stockholders with the merger wWte com ingei t upon enactment of legis-
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lution of the type set out in this bill to be completed upon enactment of
the bill. This provision is necessary because of ongoing efforts to merge
village corporations, particnlarlv'in the NANA Region of Alaska.

The section gives to the merged corporation, upon the effectivenessof
the merger, all rights and benefits that ANCSA confers upon the indi-
vidual corporations and also makes them subject to all the restrictions
and obligations timt were made applicable to (lie individual corpora-
tions bv the Alaska Native ('laims Settlement Act. The section specific-
ally states timt transfers of rights and titles made pursuant to a merger
would not affect the tax exemptions granted by tho Alaska Native
Claims Settlement Aet.

Subsection (c) deals specifically with the rights of enrolled Alaska
Natives who arc shareholders of n regional corporation but arc not
residents of any of the villages in timt region. Section 7(m) of the
Alaska Native Claims Settlement Act gives those Alaska Natives a
right to receive dividends that represent (heir pro-rata share of the
dividends paid to village corporations when tlie regional corporations
make distributions to the vllage corporations under secton 7(j) of the
Settlement Act. This provision would allow the elimination of this
right to dividends if it is part of a merger or consolidation plan but
only if those non-village residents can. under the laws of the State of
Alaska, vote as a class on the question of the merger or consolidation
which contains the elimination provision. However, after any merger
in wnicli the special dividend lights were not affected and the at-large
shareholders did not vote as a class on the merger, distributions to the
st-large shareholders would continue as if tlie merger Imd not taken
p.ace.

.-'ubscction (d) specifically provides tlint notwithstanding the pro-
visions of this bill or any other law. no merger or consolidut ion of cor-
porations can fake place without the approval of the shareholders of
tlie mu [iiiratioiis lieing merged or consolidated.

Since enactment of the Settlement Act. many of the village corpora-
tions have found timt they are too small lo effectively manage their
resources and responsibilities under the provisions of ANCSA. In tin*
remote areas of Alaska, there is a shortage of trained managers who
can run the many corporations.a demand ilmt would be lessened by the
bringing tv.gethcr of several of the smaller villages into one manage-
ment unit. It would also lie easier for the regional corporal inns to deal
with one or two village corporations rather limn tea or fifteen. The
multiplicity of villages also dissipates the funds thrl are distributed
lo tlie villages, funds that can be Used for improvements for Native
people rather than being paid out lo large numbers "f professional
managers necessitated bv the large mtmbcrnf villages,

This section is needed to allow mergers nr consolidations to take
place because the Alaska Native Claims s>tllenient Ad prohibit' for
a period of lwenty vent's from tlie dale of its enact men; (lie alienation
of corporal ion shuccs issued pursuant to llie Ad except under certain
limited ciivuni'duiu'os, There is no exception concerning alienation for
the purpose of merger or consolidation, Il.It. (Hill will modify this
restriction on alienation sufficiently to authorize mergers and eotisoli-
dal ions.

In our judgment thin section offers sufficient safeguards and offers
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lhe Alaska Natives the opportunity to bring about mergers and con-
solidations that will better enable them to manage the benefits they
are receiving under ANCSA. We recommend its enactment.

Section 108 extends the life of the Joint Federal-State Land Use
Planning Commission, created by section 17(a) (10) of ANCSA. to
June 3U, 1979. We have no objection to the provisions of this section.

Section 109 amends section 7(c) of the Settlement Act. The new
amendment directs the Secretary of the Interior to create a 13th
region for those Alaska Natives who nre non-residents of Alaska
and gives them authority to establish a regional corporation. Section
110 of the bill creates a new section 30 of ANCSA which sets out tho
procedures to be followed by the Secretary of the Interior in carrying
out his responsibilities in creating the. thirteenth region. These respon-
sibilities include: (1) enrolling therein those Alaska Natives who wish
to participate: (2) how tho corporation for the thirteenth region shnll
Iw created nnd how its interim Board of Directors is to be selected;
(3) the instructions for submission of the articles of incorporation
for the thirteenth regional corporation; (1) provisions covering the
distributions made from the Alaska Native Fund and the impact of
the thirteenth region on that fund; (5) authority to make adjustment
in the distributions from the Alaska Native Fund when the thirteenth
region enrollment is completed; and (0) the authority of regional
corporations to cancel, without nny liability, the stock of those of their
members who shift the.r enrollement. to the thirteenth region.

While we support the enactment of sections 109 and 110, we. recom-
mend that section 110 bo amended as suggested herein.

It appears that little purpose would he served in prohibiting a
potential enrolled in the 13th region from notifying the Secretary of
ilis derision before the end of 00 days after enactment of this section.
A Native should not he punished for immediately notifying lhe De-
partment of his decision. Therefore, we recommend that, tho phrase
“not less than QO days nor” he deleted from the now section 30(a)
of ANCSA. '

In carrying out tho provision of ANCSA. sonic of the time, con-
straints under which the Department, has had to operate have been
evtremelv limited We recommend that, the time provided for each
Alnskn Native to inform the Secretary of his intention be extended.

Further, some Natives attempted to amend their enrollment, appli-
cations liefiiro December 1. 1973. to indicate a change in whether they
wished to he enrolled in the 13th region. Section 110 provides in the
now section 30(at of ANCSA that, nnv Native who does not file a
change with the Secretnrv within tho GO to 90 dnv period must, return
to the status in his “original enrollment, implication.” It would seem
more appropriate to place such Native under the “election last, filed,”
nnd we recommend that this language lie substituted instead.

New section 30(a) mmircs tlie Secretary to prepare and certify a
“final roll” within 120 davs which will supersede the temporary roll
nuthomed by “this snhsection.” Subsection 30(a) does not authorize
a temporary roll. This could result, in a construction in subsection
30/a) of reference to tlie roll of December 18. 1973. New subsection
CtfIffl of ANSC!A created bv section 110 of (Ids bill nutlioriz.es n
temporary roll, and if subsection 30(a) refers to this temporary roll
then tlie word “subsection” should bo clinngcd to $section.’
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Tlie fourth provision of new section 30(a) directs the Secretary to
prepare and certify a final roll under that section within 120 days
of tho section's enactment. New section 30(a) would require a second
enrollment campaign in addition to that authorized by section 101
of this legislation. In our judgment, the enrollment requirement
upon the Secretary of 120 days after enactment under new section
30(a), running simultaneously with the one year enrollment require-
ment under section 101, would impose a prohibitive administrative bur-
den. Wo recommend that the words “Within one hundred and twenty
days of the enactment of this section” in the fourth provision of new
section 30(a) be amended to read “Within one year of the enactment
of this section.”

The final provision of now section 30(a) allows the Secretary to
incorporate m tho final roll authorized here “other changes made by
the Secretary in accordance with the Act.” The changes presently
being made in the roll ure not literally “in accordance with the Act"
but are changes made, on earlier principles of law which have been
construed as applicable to the Settlement Act. Therefore, this last,
phrase should be deleted. The presence of this last sentence raises tho
possibility of the construction that the temporary roll referred to
earlier will be the roll of Decemlier 18. 1073. It cannot be expected
that all corrections in that roll will he made in time for the applicability
of this section.

New Section 30(c) of ANCSA provides the instructions for the sub-
mission of the articles of incorporation for the 13th region. The time
periods specified ure so short for each of the proposed steps that carry-
ing them out will lie administratively prohibitive. We recommend
these time periods ke extended.

New section 30(d) requires that articles of incorporation for the
13th region be approved iu accordance with sulisection 7(c) of the
Settlement Act. Section 10!) of this bill amended thnt section and
the amended language is inapplicable to Ihe last sentence of section
30(d). Tho reference intended is probably to that of section 7(e)
of ANCSA.

The Ofllco of Management, and lIndget has advised that there is no
objection to the presentation of this report from the standpoint of
the Administration's program.

Sincerely yours,
Stixi.rv 11 DolIBMJ'H.
Ading .1xxinrnnt Seerefan/oflhr I ntrrior.

U.S. DI I"AUrSIKNT OFTjTIHIK TNTT.IUOn.
Omen ok the Skciiataiiv.
Wanking/on, D,C, Deccmhor 10,10'X,.
Tlon. James A. llai.ky,
Chairman, Commith «on Interior and | modnr .1ffairr, f.S. llouxe of
Roprescnfatireit, Washington, D.C.

D kaii Mu. Chairman : This Department would like to otter its views
on IL.Tf. (itttt as reported bv the SuWommittee on Indian A flairs
of the House Committee on Interior and Tnsular Affairs on September
30, 107.). U.K. 0014 is a bill “To provide, under or by amendment of
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the Alnskn Native Claims Settlement Act, for tim Inter enrollment
of certain Natives, the establishment of an escrow account for the
proceeds of certain lands, the treatment of certain payments and
grants, nnd the consolidation of existing regional corporations, and
for other purposes.”

We recommend enactment of ILit. G514 ns reported by the Subcom-
mittee on Indian Affairs if amended as suggested herein.

SECTION' 1

Section 1(a) of the bill authorizes the Secretary of the Interior to
review all applications filed within one year after the date of enact-
ment of the bill by persons who missed the March !$0, 1973. deadline
for lilin" applications for enrollment as Alnskn Natives. The Secretary
would then enroll those Alnskn Natives who meet the qualifications
for enrollment set out in the Alaska Native Claims Settlement Aet
(ANCSA) except for their failure to meet the March 30,1973, deadline.

Further, section 1(a) sets forth the procedures for making all the
changes required by the amendments to the roll resultin’; from tlie
new enrollments thereunder, specifically with regard to the issuance
of stock in lhe proper Native corporation to any Native newly enrolled
nnd to future distributions under the. Settlement Act. Section 1(a)
also provides that no land entitlements of regions, villages or groups,
or eligibility of villages or groups, will be affected by the changes in
enrollment thereunder. AVe support the provisions of section 1(a).

1I'nder section 1(b), thee Secretary is authorized to poll Natives
enrolled to villages or groups not recognized as village corporations
under ANCSA, and which are located within the boundaries of former
reserves where village corporations elected surface and subsurface
rights under section 19(b) of ANCSA. The Secretary may allow these
Natives to enroll to a section 19(b) village corporation, or enroll on
tin at-large basis to the region in which the village or group is located.

<)n St Lawrence Island, where the villnge corporations of Cambell
and Savoonga elected to take title to their former reserves, approxi-
mately <* Natives enrolled to places or tho Island itself other than to
Cambell or Savoonga. Therefore, thej are not members of either vil-
lage. and are not entitled to benefits received hy these village corpora-
tions under ANCSA. These individuals nre currentlv shareholders
at-large in their regional corporation. I'nder section I(I>) they would
be given the opportunity to enroll in one of the villages, oe remain
shareholders nt-hirg' in their region. The language of section 1(b)
is general and would apply to other situations similar to St Lawrence
Island.

AAltilc wo suimort lhe provisions of section 1(h), we would note that
St. Law rence Island is not a village or group, but a place. This section
would better serve its purpose if tlie words “Native villages or Native
groups*' on page :l. line (I. were deleted, and the word “ places" substi-
tuted instead, and the words “village or group is” on line 13. page 3.
were deleted, nnd the words “those places are’ substituted. Otherwise,
the hill ntnv not resolve lhe problem of the major category of people
it we- designed to help—the Natives enrolled to places on St. Lawrence
Tslitnd.



Section 1(b) isunclear as to whether tlie Secretary may allow these
individuals to enroll to the section 10(b) villages nt their option, or
at the option of the villages concerned. Wc construe section 1(b) to
mean the former.

Further, we would note that the individuals eligible to elect under
section 1(b) nrc currently enrolled at-large to their region und, if tliev
do not elect to enroll to a section 19(b) villnge corporation, they wiil
remain at-large shareholders. Accordingly, wc recommend that ihe
words lito enroll” on page .J line 12 be deleted and the words “remain
enrolled” lie substituted in their place.

We would nlso note that section 1(b) may impact the Regional
entitlements under sections 12(b) and 14(h) (8) of ANCSA by chang-
ing the Regional population factors.

While we support the provisions of sections 1 (a) and (b). we can-
not support tho provisions of section 1(c) and recommend that it be
deleted.

Section 1(c) directs the Secretary to redetermine the places of resi-
dence. ns of April 1, 11)70, for those Natives who, in tho. enrollment
process, designated their domicile as a place that was later determined
ineligible as a Native village or group on grounds which include an
insufficient number of residents. Such redetermined residence shall he
such Native's place of residence as of April I, 11)70, for all purposes
under ANCSA.

We oppose the. provisions of section 1(c) for a nund*er of reasons:
First, tho Natives affected by section 1(c) theoretically designated
their residence properly, and this provision would authorize forum
shopping to give these Natives a chance to circumvent Ihe consequences
of their original choice. These Natives would not only qualify for
additional benefits, but would dilute the lienelits of those Natives
enrolled in those villages or groups to which these section 1(c) Na-
tives would redetermine their residence. In fact, under this interpreta-
tion of section mc)< those Natives who redetermine their residence
would receive a greater per capita distribution than those Natives
who enrolled properly in the beginning.

Second, section 1(e) discriminates among Natives who are at-large
shareholders in a region. Many Natives designated their place of
residence on their enrollment application at. a location that did not
qualify as a Native village under the provisions of ANCSA. Many
of the locations failed to qualify as villages because of an insuflicient

reasons. All Natives whose place of enrollment failed to qualify as a
village were enrolled as at-large members of their respective Iteirional
Corporation. Therefore, those at-large shareholders who enrolled to
a location determined ineligible as a village because of an insufficient
number of residents get a second chance, while those at-large share-
holders who enrolled to a location found ineligible as a village on other
grounds, do not. This result is inequitable.

Third, many of the villages determined ineligible bv the Department
have appealed Ihe determination, so the issue of eligibility is presently
in litigation. Further, the Department has not vet determined the
eligibility of any Native groups. Therefore, sectin:i 1(e) is premature
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Finally, section 1(c) is unclear as to whether the section applies
only to those Nntives enrolled to villages found ineligible because of
insufficient number of residents, or to villages also found ineligible on
other grounds.

SECTIO 2

Under section 2(a). the Secretary is given the authority to deposit
proceeds received by the Federal government which arc derived
from contracts, leases, permits, rights-of-way or easements pertaining
to lands or resources of lands withdrawn for Native selection pursuant
to ANSCA in an escrow account until such time us disposition is made
of the land and then to transfer such proceeds to the person or entity
receiving title to tho land. This provision would lie effective from
cither the date of enactment of 11.H. 6614 or January 1, 1976, which-
ever occurs first.

There presently exists no authority in the Secretary of the Interior
to pay over to the Alaska Natives the proceeds derived from actions
which he. must take with regard to lands that aro withdrawn for
Native selection but which aro not yet conveyed. Tho Alaska Natives
have indicated to the Department the need for this authority, nnd
we. support the establishment of an escrow account.

While we. support the provisions of section 2(a), wc recommend a
number of clarifying amendments.

First, on page 5, line 2. wo recommend thnt the words “or January
1, 197G, =whichever occurs first,” be deleted. To administer the escrow
account it will be- necessary to develop a system which will accurately
relate revenues to the tracts producing the revenues nnd tlie tracts
selected. If H.R. QW1 is enacted after January 1. 1976, the escrow
account will be pnrtially retroactive, nnd the accounting procedures
will present administrative and legal difficulties. Further, the monies
derived between January 1, 1976 and the date of enactment of Il.It.
6644 may have already been distributed to cither the State of Alaska
under the Mineral Leasing Act, or to the Alaska Native. Fund, and thus
expended.

«Second, tho refornce to section 14(g) of ANSCA on page 5, line 2, is
incorrect. These lenses, licenses, permits or rights-of-way were not.
issued pursuant to section 14(g), but, rather, were outstanding at the
time of t 'Ucynnee to the Native Corporation nnd were reserved by
section 14(g,. Thus, we recommend that the following Inngunge he
inserted between the words “to” and “section” on line 4, page 5: “ap-
propriate law and which would be reserved in any conveyance in
accordance with-"

Third, section 2(n) refers to “any and nil proceeds derived” from
certain less-tlion-fee interests which may ho derived from Native
hinds prior to conveyance. On certain types of applications, the ap-
plicant must pay for a Federal processing fee and for the cost, of the
environmental impact stutemont. W o recommend that the language of
section 2(a) lieamended to exempt these two payments from the appli-
cntion of this provision.

Finally, section 2(a) contains two sopnrnto time periods for paying
out the funds in the escrow account nnd we recommend that they
he conformed. The proceeds derived from the activities on lands witli-
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drawn for Native selection, which are deposited in the escrow account,
are to be paid to the selecting corporations or individual at the time of
conveyance. Hoc ever, receipts in the escrow account from lands
withdrawn but not selected shall bo paid to non-Natives “upon Iho
expiration of the selection or election rights of the individuals for
whoso benefit such lands were withdrawn or reserved.” We advise
that payments to non-Natives from the escrow account be made at tho
time of conveyance to the Natives, or when the Secretary determines
that these lands will not be conveyed to the selecting corporation.
Otherwise, the monies in the escrow account may be tied up for a
considerable length of tunc.

While we support the creation of tho escrow account, wo cannot
support the provisions of section 2(b), which would authorize interest
payments on such account and give authority to the Secretary to rein-
vest the proceeds in the account. There are many other similar accounts
administered by the Federal Government on which 110 interest is paid
and in which there is ll0 reinvestment authority. In our judgment,
section 2(b) would > I'ablish ail unfavorable precedent.

Section 2(c) relate., to public easements reserved pursuant to section
17(b)(3) of ANSCA- Section 2(c) would insure that proceeds de-
rived from these section 17(b)(3) reserved easements at any time after
conveyance, has been issued, shall be paid to the grantee of such con-
veyance in accordance with such grantee’'s proportionate share. With-
out, the certainty provided by section 2(c), it would be administratively
prohibitive to distribute the income to the owners of land covered by
the easement reservation.

However, we would note the potential ambiguity with regard to
the interpretation of tlie word “proceeds,” in section 2(c). It is unclear
whether the term applies to fees derived from permits issued by the
U.S. for hauling timber and minerals over these reserved easements,
or to the receipts from the sale of the items hauled. Accordingly, we
recommend substituting the words “rental and use fees” for the word
“proceeds” in section 2(c). line 18. page G

Further, we recommend that the words “ paid by commercial users
for” be inserted right after the term “ren.nl and use fees” <lll line 18,
page C. It should be recognized that most, easements will produce
little or no income. However, commercial uses will generate income,
which should be made avuilable to the Native owners.

We would also recommend that the. period Ol line 22, page fi. be
changed to acomma, and the following words be added: “to be com-
puted in the same manner as fractional interests are computed pursu-
ant toseetion 14(g) of the Settlement Act.”

Finally, we would suggest an additional sentence after our amended
sentence Oll line 22, page G. This sentence reads as follows: “As used
in this subsection rental nnd use fees shall not include rond mainte-
nance or other cost-recoverv charges levied to a non-Fcdcrnl user.”
These costs would not ho in the nature of proceeds, Imt go to the actual
cost of maintaining the easement by the United States.

These recommendations are the result of discussions between this
Department nnd the United Stntes Forest, Service.

Section 2(d) provides that to tho extent there U a conflict between
tlie provisions of section 2 niul any other Federal laws applicable to
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Alaska, the provisions of scctiou 2 will govern. Further, nny payment
made to any corporation or individual under section 2(a) of H.R. 6044
shall not be subject to nny prior obligations under sections 0(d) or if)
of ANCSA. This Department recommended the addition of a provi-
sion to section 2 parallel to that of section 20 of ANCSA in our report
on 11.K. 00-14 as introduced, dated May 12. 1975. This recommenda-
tion lias become section 2(d) of 11.R. 0014 ns reported by the Subcom-
mittee on Indian Affairs and we support its enactment.

SECTION* 3

Section 3 amends ANCSA to exempt, until December 31,1091, cor-
porations organized thereunder from the provisions of tlie Investment
Company Act of 1940, the Securities Act of 1930, and the Securities
and Exchange Commission Act of 1934. We defer in our views to the
Securities nnd Exchange Commission.

SECTION 4

Section -1(a) amends ANCSA to provide that payments and grants
thereunder shall not be deemed to substitute for any governmental
programs otherwise available to the Natives as citizens of the United
States and of Alaska.

Section 4 (b) further amends ANCSA to exempt benefits received by
any member of a household under the Settlement Act from being
used in a determination of that individual's eligibility to participate
in the Food Stamp Act.

The, provisions of section 4 nrc currently under examination within
the Administration.

section a

Section 5 relates to a December 28,1973, decision by the Comptroller
General timt the Alaska Native Fund will not, bear interest or lie
eligible for reinvestment by tho Secretary pursuant to sections Kiln
and 102a of titlo 25 of the United States Code. The actual language
of section 5 states that, for purposes of 25 U.S.C. Kiln and I(12a the
Alaska Native Fund shall, pending distributions under Section 6(c)
of ANCSA, “be considered to consist, of funds held in trust by the
Government, of the United States for the benefit of Indian tribes.”
Section 5 further provides that nothing in the section will lie con-
strued to create or terminate any trust relationship between tlie U.S.
and any corporation or individual entitled to receive benefits under
ancsA.

We object to the classification of tbo.se funds as trust funds. Section
2(b) of ANCSA specifically deehirtj that the settlement of aboriginal
claims by Alaska Natives should be. accomplished “. . . in conformity
with the real economic nnd social needs of natives . . . without, ercat-
ino a reservation system or lengthy wardship or trusteeship . . .”
Although the proviso in seetion 6(e), on page 14, lines 12-13. there is
no definition as to what constitutes “within tho boundaries of the
Native village.” We would note timt t\..* majority of Native villages
are not municipalities and, therefore, do not Imve. boundaries created
by State statute as do other Alaskan communities.



71

SECnox 7

AVe linvc no objection to the provisions of section 7. which would

extend the life of the Joint Federal-State Land Use Planning; Com-
mission for Alaska to June 30, 1070.

SECTION 8

Section 8 amends section 7(c) of the Settlement Aet. The new
amendment directs the Secretary of the Interior to create n 13th
Legion for those Alaska Natives who are non-residents of Alaska and
gives them authority to establish a regional corporation.

With the exception of the sayings clause proviso of new seetion
7(c) (0), we recommend that section 8 he deleted. Pursuant to an order
entered October (5 1975, by the United States District Court for the
Districtof Columbia, the 13th Region has already been established and
the 13th Regional Corporation is in the process of being formed. The
manner of formation of the corporation is similar to that pre.-mbed
by section 8?with tho exception of the election of eligible non-resident
Alnskn Natives to bo in or out, of the 13th Region. The manner of ibis
election has also been prescribed by the October 0, court order.

Effective October 1, 1975, this Department established the 13th
Region. On October 11, by computer effort, 4,384 persons were trans-
ferred from the twelve Alaska Regions into the 13tli Region according
to their last written request made on or before August 15, 1973. Pur-
suant to the October Ccourt order the Department has invited eight
bona fide organizations presently known by the Secretary to represent
non-resident Alaska Natives to submit the names of no more than
live consenting nominees for election as incorporators and memlwrs
of tlie interim board of directors of the 13th Regional Corporal ion.
The Department, prepared ballots with the names of 24 such nominees
and on November 10 sent one ballot to each of (lie 3,100 adult 13th
Region enrollees with instructions to vote for not more than 5 nominees
and to return tho ballot by December 1. The results will he tabulated
by December 10 nnd the nominees receiving the highest number of
votes shall be recognized as incorporators for the purpose of preparing
and submitting the proposed artteles of incorporation and bylaws for
the 13th Regional Corporation. Those so recognized will also consti-
tute. the initial hoard of directors to serve until the lirst meeting of
shareholders or until their successors are elected and qualify.

The proposed articles of incorporation and bylaws are to he ap-
proved by early January 197(1; (lie lirst meeting of tlie shareholders
and election of the hoard of directors is to lie held liv early February.
197(1; and by February 15,197(1, tho corporation is lo he paid its share
of monies iii tho Alaska Native, Fund. I'ursuant to the (letober (Lorder,
when the 13th Regional Corporation makes its first distribution, all
adult non-resident Native enrollees, whet her or not presently enrolled
in the 18th Region, simll lie given a linal opportunity to elect their
preference for onrolhr sit in lhe 13th Region or one of the other 12
Regions.

Accordingly, we recommend thnt section 8 he deleted as it is nn
necessary, but tlint the savings clause of amended section 7(e)(9) of
A NCSA under sect ion 8 of this hill he retained.
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SECTION 0

Under seetion 19(b) of ANCSA, seven Native villages elected to nc-
<mire title to the surface and subsurface estate of former reserves in
lieu of receiving both benefits ns a Native village under ANCSA, and
regional corporation benefits.

Section 9 concerns one of the seven villages, Klukwan, Inc., which
voted to retain the former reserve, tho Klukwan Reserve or Reserva-
tion. Chilkat Indian Village, the organization of Natives who actually
reside on tho reserve, had negotiated a mineral lease in 1970, nnd it
has been alleged in pending litigation that valid existing rights under
this lease may survive the enactment of ANCSA and the extinguish-
ment. of the reserve itself. While all the residents of Hie reserve are
members of Chilkat Indian Village, many of those non-residents who
enrolled there nnd are stockholders in Klukwan. Inc., are not members
of Chilkat. The mineral deposit is the major element of value in the
lands of the, former reserve and if the Chilkat position is correct the
majority of Kluwnn’s shareholders would not receive tho benefit of
either the lease or the Settlement Act.

Section 9 would amend section I(i of ANCSA to allow (he share-
holders of Klukwan, Inc., to participate in the Act's benefits as if they
had not elected to acquire title fo their former reserve, including the
selection of land, providing that Klukwan, Inc., will quit claim all its
rights, title nnd interest in the l-eservo to Chilkat Indian Village.

We support tho provisions of section 9. However, while section 9
would take care of the reserve land and rights thereto, it may not
extend to $100,000 in lease rentals already derived from the lease after
tho pnssago of the Settlement Act. In our judgment, tho United States
and Klukwan, Inc., should also quit claim lo Chilkat all rights to
rentals and other lienofits paid by the lessee prior to tho passage of
this bill. Further, Chilkat. should also relinquish any claims it might
hnvc against Klukwan, Inc., the United States or the lessee, for mis-
paymcnt.

We would note that section 9 may affect the Regions under sec-
tion 12(c) of ANCSA by decreasing the acreage factor by 29,938, and
under section 11(h)(8) by changing tho Regional population factor.

SECTION 1(1

Section 10 would amend section 19(b) of ANCSA. Pursuant, to
amended section 18(b), the allocations received by the Southeastern
Alaska Regional Corporation under section 11(h)(8) of ANCSA
would bn selected and conveyed from Innds withdrawn by section
18(a) of ANCSA that were not selected by the village corporations,
with the exception of lands on Admiralty tsland in the Augoon with-
drawal area, and lands in the Ynkntnt and Saxman withdrawal areas
without the consent of the Governorof Alaska.

With tho exception of some small amounts of public domain land
around the Villnge of Klukwan, section 10 would permit the Scninska
Regional Corimrntion to make land selections pursuant, to section 11
(h)(8) of ANCSA primarily within the Tongnss National Forest.
Accordingly, this Department defers to the views of the U.S. Forest
Service, ns they are the agency with jurisdiction over those lands.
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"We would point out. however, timt seetion 10 of IT.It. COM ns re-
ported hy tlie Subcommittee on Indian Affairs could have tin impact
upon section 12(c) of ANCSA. Part of the section 12(c) formula con-
cerns allocations among the Regional Corporations based upon lands
selected under section 10 of the Settlement Act. Since section 10 of
U.K. fiGM amends section 10(b) rather than section 14(h)(8) of
ANCSA, section 10 could lie interpreted to effect the formula, nnd
thus the entitlements of the other Regions, under section 12(e) of the
Settlement Act.

SECTION' ii

Section 11 of IT.R. 0044 would amend section 7(a) of ANCSA to lix
tho boundary between the Southeastern nnd Clmgach Regions at the
Jlist meridian provided that with regard to lands conveyed to it in
tho vicinity of ley Bay, the CImgach Regional Corporation shall ac-
cord to Natives enrolled to the village of Yakutat the same right.- and
privileges for traditional purposes on such lands as if would accord
its own shareholders.

The effect of this amendment would lie to settle the boundary dis-
pute between the two Regions, and within the settled boundary allow
the Natives of the village of Ynkntnt. which is in the Southeastern
Alaska Region,’ to use the lands around Icy Bay, in the Clmgach Re-
gion. for subsistence purposes.

Although tlie boundary question is presently in arbitration in ac-
cordance with section 7(a) of ANCSA, if this nmendmont is accept-
able to the two Regions involved, then we would support it. However,
we would note timt we construe this provision to he self-executing, with
the rights and obligations therefrom flowinglvot ween the two Regions,
and conferring no obligation upon this Department to write this
language into patents issued pursuantto ANCSA.

I'lirlher, we would suggest that the term “in the vicinity of Icy Bay"
on lines 14-15, page lit), he more precisely defined.

[ — SECTION' u ~

Section 12 of Il.1t. fitHI as reported by tlie Subcommittee on Indian
Affairs contains provisions to resolve the laud selection problem of the
('ook Inlet Region, Inc. For several months now representatives of the
Department, the State of Alaska, and Cook Inlet have engaged in ex-
tensive discussions about, possible solutions to tbis problem. ZI1'he
parties to these discussions have not yet arrived nl a mutually nc
ccpiuhte settlement. As ol tins writing, the linal details are still being
negotiated. —mmmmmmmeee —

n SECTION 13 —

Tinder section 111 a new subsection (f) would lie added to r'w'ion
21 of ANCSA. This new section 21(f) would provide that mu De-
cember IS, Ifllll, 1he stock of any regional corporation organized pur-
suant to section 7 of ANCSA. including the right, to receive distribu-
tions under section 7(j), and the stock of any Village Corporation or-
ganized pursuant to sect ion ftof ANCSA, simll not lie includable in the
gross estate of a decedent under sections 20H1 and 20:.'1 of tho Internal
Revenue Code.

K"
Iv
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A\e Imvc no objection to tlie provisions of section HI. However, we
would note thnt section 7(h) (it) of ANCSA prohibits alienation of
stock until .human i, 11))2, not December 18, 1IM1. Accordingly, we
recommend that the date “ Decenilier 18, 1001,” on line 4, page 3”, be
deleted, and the Jaie ‘«January 1, I'JI" hesubstituted in its place.

SWTIOX 14

Section 14(a) would provide a one-time payment of $2.)0,000 to
each of the corporations organized pursuant to section 14(h) (Il) of
ANCSA. Although the memhers of these four corporations (Kenali,
Sitka, Juneau and Kodiak) are stockholders iu their respective re-
gional corporations, these corporations are not themselves recipients
of funds umler ANCSA. These corporations, however, are incurring
expense;- in organizing and operating themselves, making land selec-
tions and in engaging iu necessary planning.

Section 14(b) provides for payments of $100,000 each to six of lhe
seven villages (excluding Klukwan. Inc.) who chose to retain former
reserves under section 10(b) of ANCSA. These villages chose title
to former reserves in lieu of the benefits accorded a village under
ANCSA nnd, as such, are not eligible to selcC, other land or receive
a distrihulioiT of regional corporation funds. Further, the members
thereof are not shareholders in their five regional corporations.

I'nder section 14(c). the funds provided under 14 (a) and (b) arc
to be used only for planning and development, and for other purposes
for which these corporations were organized under ANCSA.

Section 11(d) aiitlmrizes $1,(100.00 in fiscal year 1070 to implement
section 14.

We believe there ;s no basis for increasing the total amount of lhe
Alaska Native Claims Settlement Aet by $1.0 million in addition to
the $!HiJ,fiO0 million already provided. Any funds provided for (hese
10 corporations should be authorized from the present Alaska Na-
tive Fuad.

sr.eriov i.i

Jna tion L'i of Il.It. ‘Oil | would direct the Secretary of the Interior
to convey to tI>» Koning ltcgionnl Corporation the subsurface estate
of certain lands selected by sueh corporation located within the
.Vniakehnk Caldera National .Monument. Further, notwithstanding
monl or other national land system referred to in section 17(d) (:*)
of ANCSA. Koniag, Inc., may use the surface estate ns is reasonably
necessary lo mine the subsurface, subject to regulations by the Secrc-
(ill vV to protect the surface.

This provision would legislate an agreement between this Depart-
ment and Koniag, Inc., concerning the lands within the area proposed
by this Department for establishment as the Aliinkehnk Caldera Na-
tional .Monument iu the National Dark System under section 17(d)
(2) of ANCSA. The Department had agreed to recommend to the
Congress, at the time the Aniakelmk proposal was being considered,
that Koniag, Inc., he permitted to make specific subsurface selections
within the .Monument.
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Wo believe, however, that a Congressional decision regarding the
lands available for selection within ihe Monument be made at the
same time Congress considers the establishment of lhe Monument. In
that way Congress would have liefore it all of the relevant informa-
tion concerning the resource values in the area and it wouid lie in the
best, position to make a judgment on the matter. Further, we believe
that public hearings 0ll the amendment should lie held. We continue
to believe that the better course would lie to consider all aspects of
ea<tii D-2 proposal together, rather than in piecemeal fashion. How-
ever, should the Committee decide to go forward with the Koniag
amendment at this time, we have no objection to the substance of the
amendment in seetion 15 of 11.11. (3041 as reported hy the Subcommit-
tco on Indian Affairs.

Time lias not permitted securing advice from tlie Office of Manage-
ment and Budget as to the relationship of this report to the program
of tin* President.

Sincerely yours,
K knt Fiuz/um.,
Artlug Sicic/ihi/ of the Interior.

SItrriilTIKS AM) F.XI 1IAMIK COMMISSION,
W uhlu ik jlou, P.C.
lion. 1.10 VD Mkkds,

C'hiilnuuu. Subcommittee on fnt/lun A fftiles. House Committee on In -
terior nnd luxtt/ur 1jfuhs. t'.s. House of Ji'e/uesi nlutlres, Wuslt-
hujtou. D.C.

I>i:\it Mn. CiiAiit. MAN: It has come to our attention that vonr Com-
mittee is now considering H.l». (HHJ.1a hill lo amend the Alaska Na-
tive Claims Settlement Act of 11171: The staff of tl.e Commission has
ivnilly conferred with representatives of lhe Department of tlie
Interior and the Office of Management and Budget, and, as a result of
this: conference, wc wish to offer comments with respect to two sections
of tiie proposed hill. Sections IlII' and 1I’, which involve the securi-
ties laws, the Investment Company Aet of Ib 10 (“ 11(40 Act”) in par-
ticular.

S, upon 101 would add a new provision to tl =Settlement Aet giving
(lie corporations organized pursuant thereto (“ANCSA Corpora-
tions") a temporary exemption from the 1010 Aet until December >
11170, In introducing this hill to tin; House. Congressman Young
indicated that without such an exemptinn. certain ANCSA Corpora-
tions investing some of their finals "in commercial bank time deposit-
or eecrtilieatcs of deposit" might “risk being classified as investment
eon.panics,"” He furlher indicated that sueh an exemption would "pro-
vide necessary breathing room to the SKC and the Nat ive corporalinns
to permit resolution of king-range problems.” '

A- | indicated iu my letter lo you of February 1 1075, commenting
upon an identical provision in U.K. lilon.V | believe it would be
mi" ise lo exempt tho ANCSA Corporations from all provisions of the
lot" Act. TIl0 Commission's position was then, and continues to be.

ni araiu. mot.

' M imjf. Ul Mss., MtITM, 121 C'ili! Use. Il nMKI Mull}- ol.. Mhv I. 1117.11.
8§ il o
a1l .
e mir.| Oninr, 2nd Hr**, (1lii 11: 120 fiinis. lire. 112211 (dully ol.. .liiiiiinry 211. 10711.
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that certain provisions of the Act should be applied to ANCSA
Corporations falling within the 1040 Act's definition of investment
company in order to protect the substantial pools of liquid capital
which these companies hold in trust for tho benefit of numerous un-
sophisticated Alaska native shareholders.

ANCSA Corporations are not restricted by the Settlement Act. the
securities laws, or Alaska law to investing in bank time deposits or
certificates of deposit; and, in fact, it is our understanding thnt certain
of them are investing in other types of securities. In any event, the
application of the 11140 Act to a corporation investing in certificates
of deposit nnd other securities of a relatively noil-speculative character
is more than a technical complication. Numerous so-called money mar-
ket funds registered under the 1940 Act voluntarily restrict their in-
vestments to certificates of deposit, government securities, and like,
investments; nnd certain of the protections afforded shareholders of
such funds by the 1940 Act would bo appropriate for an ANCSA
Corporation with similar voluntary investment restrictions.

As you are probably aware, in accordance with my earlier letter
to you, the Commission acted promptly last year to exempt the
ANCSA Corporations from all but tho most essential provisions of the
1910 Act by adopting temporary lItulo Cc-2(T).° | he Commission has
received a number of comments on the proposed rule, nnd, having
analyzed these, the Commission’s staff hns recently submitted a revised
version of the proposed rule to the Commission. Tho Commission
intends promptly to consider the staff recommendations nnd either to
adopt a permanent exemptivo rulo or ask for further public comments
on a revised proposal. As presently proposed by the staff, Itulo fic-2
would add tho proxy, reporting nnd record-keeping requirements of
the Act to the group of provisions from which ANCSA Corporations
registering under the rule would not lie exempt. Tt should lie empha-
sized that Imtli the temporary rule and tho proposed permanent rulo
affect only those ANCSA Corporations whicii choose to register with
the Commission pnrsunnt to Section 8(a) of tho 1940 Act.

We should also point out thnt. if the Congress exempts the ANCSA
Corporations from the 1940 Act, a number of the companies would
continue to be subject to tlie Securities Exclmngo Act of 1914 (“Ex-
change Act”) as companies having 500 or more shareholders and more
than $1,000,000 in assets. Sneli companies would have to comply with
the registration, reporting, and proxy solicitation provisions of the
Exchange Act. We believe that, these provisions provide significant
protections to the. shareholders of the ANCSA Corporations ami that
such shareholders should not be given any less protection under the
Exchange Art than Congress hns given to shareholders of other, more
conventional corporations. However, we Ixdiove it would be most un-
fortnnnte if (lie ANCSA Corporations were exempted during tho
time they aro investment companies from a statute specifically designed
to regulate investment companies nnd lie subject only to tho require-
ments of astat uto which is designed basically to inform the Commission
nnd the investing public as to securities of publicly traded companies.

« flnlo exoinnf* ANTRA Corporallnn* rotrlatrrinj: pursuant tn Sootton Rfn* of
40 AH frmn oil pr«viHInn« of tlio Art rxropt flection* 0, 17, 110, nnd *7 (Invoxtrnent
Company Act Noloukc*Nn, fl2rtl, February 20, 1074, ntinched).
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Section 107 of the bill would authorize the ANCSA Corporations to
merge or consolidate under Alaska law. First, assuming that Section
103 is not adopted, we do not think this provision standing alone would
exempt merger transactions from the Commission's jurisdiction under
Section 17 of the 1040 Act, which relates to tho transactions between
affiliates.

Second, if the bill were changed to exempt such mergers from the
1940 Act, we do not feel that such a change would serve the interests
of ANCSA shareholders. Any mergersof ANCSA Corporations which
constitute transactions of affiliated persons or companies within the
meaning of Section 17 should remain subject, in our view, to the stand-
ards of fairness imposed by that section. Commission review of these
mergers is especially important because of the difficulty of ascertain-
ing the value of ANCSA Corporation assets for purposes of an ex-
change of shares or an acquisition of assets.

We liavo gained some familiarity recently with at least one pro-
posed merger involving ANCSA Corporations, that proposed by the
N ANA Regional Corporation and a number of its village corporations.
As we understand it, that merger would involve the exchange of rights
now vested in natives belonging to Hievarious corporations. Such
vested rights, although difficult to value nt this time, would pre-
sumptively differ from one corporation to another; yet, subsequent to
the exchange, the affected natives would all have equal rights. We are
troubled that such a shift in vested rights among investors who now
have tho protections of the 1940 Act might, if the proposed bill were
adopted, take place without any consideration of its fairness. Our view
in this regard is buttressed by our understanding timt there is no
provision of Alaska Corporation law which provides protections com-
parable tothoso afforded by Section 17.

Thank you for tho opportunity of commenting on Il1.R. 9044. Wo
trust thnt our comments will lie of assistance to you and we stand ready
to provide you with whatever further assistance you may desire.

Sincerely,
Ray Garrett, Jr., Chairman.

Enclosure.

IN VKSTMKNT COMPANY ACT OP 1910

Release No. SUM/February 20,1971

notice op apoition or temporary Nnrr.r. nr-em and ok ritoros.u. to
adopt i;rt.r, nc-e, DOTH I'NIIEI! titk investmentcompany act op 1lio
CONDITION'ALLY FXKMPTtNO COItPOIfATIOXS onC.ANIZF.il PI'IISI'AXT TO THK
At.ASKA NATIVE CLAIMS SETTI.LFMKNT ACT FHOM AM. PnOVISIONS OF TUP.
INVESTMENT COMPANY ACT OF 1010 EXIT.IT SECTIONS 8(al. 0. 17, .1(1,
AND .17. (1TI.LK NO. S7-.11 11

Notice is hereby given that the Securities and Exchange Commission
herebv adopts temnorarv Rule tlc-2(T) and proposes to adopt Rule
9c-2. both under the Investment Company Aet of 1910 (“Aef’'l to
exempt from all provisions of the Act except Sections Stat. 9. t“. 3L
nnd 37 corporations organized pursuant to the Alaska Native Claims
Settlement Act of 1971 1 (“Settlement Act") (such corporations hero-

L1 sr.sint. n«s.
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inafter referred to collectively as “AXCSA Corporations”). Such
exemptions are conditioned upon adherence by tlie AXCSA Corpora-
tions to reporting and other requirements specified herein. Rule <Jc-
2(T) is effective as of December 18, 1971, the date of the enactment
of the Settlement Act; it will be superseded at such time as the Com-
mission takes action on proposed Rule 6c-2, which, ns proposed, uould
provide the same relief on a permanent basis as is now provided bv
Rnlo60-2(T).

The ANCSA Corporations have been (or will soon be) organized
to hold and administer the extensive land grants, mineral rights, cash,
and mineral revenues intended hy the Government of tlie United
States to recompense Alaska's native Indian Aleut and Eskimo popu-
lation ("Alaska Natives”) for lands within the State of Alaska. In
accordance with this statutory purpose, the ANCSA Corporation-; will
he owned and managed exclusively bv Alaska Natives, who wii! k>
given shares of stock in the AXCSA Corporations. The AXCSA Cor-
poral ions consist of twelve "Regional Corporations.” representing the
Alaska Natives residing in twelve geographical districts designated
by the Department of the Interior, and more than 200 “Village Cor-
porations” within these districts each representing Alaska Xa'.ivos
residing in a village.

Although the AXCSA Corporations are to he given substantial
real estate and subsurface mineral interests, many of sueh interests
are not presently specifically identifiable as they are to he selected and
acquired over a four-year period in accordance with the provisions
of the Settlement Act. Distribution of a significant portion of mone-
tary compensation was made almost immediately upon enactment of
the Settlement Act. however, and $1.10.000.000 of such moiiic- has
already been received by tlie twelve Regional Cnrnnrations. KiirMmr-
more. large additional distributions of cash will be made to i'.e
AXCSA Corporations in the next few years, so thnt, during this pe-
riod. at least mil il tliev have full v exercised their land grant privi <-ges
and have begun to eiigm'e Primarily in owning land or operating a
business, many of tin® ANCSA Corporations may he investment com-
panics within tlie meaning of Sections 1(a)(1) and 1(a)(l) of tho
Act.3

It appears that, without compliance with the Act or exemptive relief
bv the Commission, questions may be raised whether many AXCSA
Corporations may operate in interstate commerce or buy securities in
interstate commerce.3Severn] ANCSA Corporalinns have filed appli-
cations for orders of the Commission pursuant to Section 1(lp(g)
of the Act, each claiming, in effect, that the applicant is priiliar'lv
engaged in a business other than that of being an investment com-

; Section nfaW n define* “Investment company” ok i\i»v lionier which I* nr hold* M«e|f
nnt helm? emrnml primarily, nr pronoun to cnungt* nrimnrllv. In (In* I»n«linits «f
ItiveMIni?. rolnveeMn?, or tr*>In? In xcninllcH. Portion .'Keif.'t) define* "InviwHnent e»n
nnnv" «* nny Umier which l« enpneed or proposer to omfmre In the liiikliioxk 0f InvewMntr.

minvr*lInc. ownlni*. hohllujr. or frnding In wocurttleK. nnd own** or nnipnHOH to nC|pd|o
|'|«*c«ttnot|t Kccorlltnn Ir'TIntr n vnluc exrcodinc 10 percent of tho valno of <oeh imoe-'*

*stol nr-rt* fctcluillnc Oovrrntnen’ f»«*cnri*nnd emdi lli'ina) n| i imi<n'n<itifaiit]| b,
1Roi*h net|v|tte* inlpht hi* orcclnled hy portion- nnd "(1iWHi of ooe nM-h
lirtoldo. r«»ifici‘tlvelr. ttml mi iiiiri'tIflfrt’tl InvoMniont coinonnv inn*- nut 00™*o0 -* m

tiiminrmt _In Intcr«tntc commerce nnd Hint no donnellor or frimtce of or uiiih»r\vrit'r for
iiov linrcirlHIcrcil Investment romp'inv litnr -ell or nnrrlin‘'o* f#r tho nccontit of midi on +*
pmv tv tho iie® of tho mnll« or nnv inoapu or liiHtroiiicntitlliy of liiiorhtiifo eointterco,
nny Mocnrlty or IntcrcHt In n «cenrlty. hy whomever lemicd.
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inafter referred to collectively as “AXCSA Corporations"”). Such
exemptions are conditioned upon adherence by tlie AXCSA Corpora-
tions to reporting and other requirements specified herein. liule Oc-
2(T) is elective us of December 18, 1071, the date of tho enactment
of tlie Settlement Act; it will be superseded at such time as the Com-
mission takes action on proposed Rule 6c-2, which, as proposed, would
provide the same relief on a permanent basis as is now provided by
Rule Ge-2(T).

The ANCSA Corporations have been (or will soon be) organized
to hold and administer the extensive land grants, mineral rights, cash,
and mineral revenues intended by the Government of the I'nited
States to recompense Alaska’s native Indian Aleut and Eskimo popu-
lation (“Alaska Natives”) for lands within the State of Alaska. In
accordance with this statutory purpose, the ANCSA Corporations will
be owned nnd managed exclusively bv Alaska Natives, who wiii >
given shares of stock iii tie ANCSA Corporations. The ANCSA Cor-
porations consist of twelve “Regional Corporations.” representing the
Alaska Natives residing in twelve geographical districts designated
by the Department, of the Interior, and more than 200 “Village Cor-
porations” within these districts each representing Alaska Natives
residing in a village.

Although the ANCSA Corporations are to he given substantial
real estate and subsurface mineral interests, many of sueh inter»sts
nro not presently specifically identifiable as they are to ho selected and
nciiuired over a four-year period in accordance with the provisions
of the Settlement Act. Distribution of a significant portion of mone-
tary compensation was made almost immediately upon enactment of
the Settlement Act. however, and $130,000,000 of sueh monies lias
already been received by the twelve Regional Corporations. Fiu‘hw-
mnrc. large additional distributions of cash will be made to the
'NCSA Corporations in the next few years, so timt, during this pe-
riod, nt least until tlicv have fullv exercised their land grant privileges
and have begun to eiignm Primarily in owning land or operating a
business, many of the ANCS \ Corporations may be investment com-
panies within tlie meaning of Sections 3(a)(1l) and 3(a)(3) of tile
Act.3

It appears that, without compliance with the Act or exemptive relief
bv tiio Commission, uuestions may be raised whether many ANCSA
Cornoral ions may operate in interstate commerce or buy securities in
interstate commerce.’ Several AXCSA Corporations have filed appli-
cations for orders of the Commission pursuant to Section 3(h)(2)
of the Aet, each claiming, in efleet, that the applicant is primnrilv
engaged in a business other than that of being nn investment com-

*Swtlfln nfn W11 define* “Investment rompanv" nn nnv Issuer which I« or held* ‘iielf
out "m helntr cnirneeil primarily, or promisee to eucnse primnrllv. In the hn*int*«H of
li.wsf Intr. reinvestiInc. or trmlim* In RoruntteN. Seetion ‘'WeWill define* ‘*Invr«Wnow r-*..,
nnnv" nny I**uer tvhieh It* onpnueil or proposes to enpnere In the huslm**w of Invcytliiff,
reinventimr, mvnintr. hoMIne. or fnwllmr In securities. nml nan* or nroposos to nrivwWn*
Investment Aorwrtttos Invintt n vnlne exreeillim to percent of the vnlue of «oeh u-nie-'M
totel ne*ets foxelmlInr Oovcriiiticnt securities nml modi Item*) nu i ifeno»il»»IMet| *-eees

1Sneli net|v|ttea might he precluded hv Section* Tfnlf-ti nn<l 7ihW.1i of tj>« *#l. * "It
itro- lihv rej*r»ee||ve|r. Hint nn iiiirccisteroil Investineiil roitiMtnv mn* not ~ ... 1 >mv
loisinesN |n Intcrifnto rnmiucrro nml thnt no depositor or trnntee of or iinrt™r\vrlt**r for
nnv nnre”rINtereil Investment eotupnnv itifiv «rll or nurchnso for the nrrotinf of mich r. -

pTliv. I*v the ll«p of flte moll-- or nnv im*mi« or Innlromenlallt.v of InintMitte ri.nmei *e,
miy aeriirlty or Intcrejit In n aecnrily. hy whomever Ikkimil.
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jinnv.4 In view of tlie large mnnber of ANCSA Corporations, many
of which are potential applicants of this type, nnd tlie serious question
ns to whether such ANCSA Corporations can meet the operational
prerequisites for a Section 3(h) (2) order, the Commission lias deter-
mined to grant approjiriate temporary exemptivc relief by the promul-
gation of a rule pursuant to Section G(c) of the Act nnd to propose that
such relief be made permanent.

Rule 6¢-2(T) temporarily removes all ANCSA Corporations from
the burden of complying with various requirements of the Act. Such
corporations will be obliged to comply with only those provisions
which Jirovide essential protection for the substantial pools of liquid
capital they hold in trust for the Alaska Natives. Accordingly. Rule
Gc-2(T) provides that the ANCSA Corporations shall be exempt
from all provisions of the Act cxcejit Sections 8(a). 0. 17, 3(1. nnd 37.
provided, however, that such corporations must comply with certain
reporting nnd other requirements set forth in the rule. Rule (ic-2
would provide exactly the same relief on a permanent basis, if ndopted.

Section S(a) of the Act requires the ANCSA Corporations to regis-
tor with the Commission by filing a Form N-sA disclosing basic infor-
mation such ns the. name and address of the corporation, the names
of its oflicers, directors, and adviser and the identity of other com-
panies substantial amounts of the securities of which arc held by the
registrant. The more detailed Form N-8B-1 registration statement
will not be required.

Section 0 of the Act prohibits n person convicted of certain crimes
nr enjoined from certain specified activities, generally crimes and ac-
tivities involving securities transactions and the functions of under
writers, brokers, dealers and financial institutions, from serving as an
officer, director, member of an advisory board, investment adviser, or
depositor of a registered investment company. Section !) also provides
| >rocedures for the removal of this prohibition under appropriate
circumstances.

Section 17, generally speaking, requires Commission ajiprovnl he-

fore the ANCSA Corporations may engage in certain trnnsnctions
with affiliated persons.
“ eScition 31 authorizes the Commission or a shareholdt> to bring
a civil action against nllicers, directors, members of advisory boards,
investment advisers, depositors or underwriters of registered com-
panies for breach of fiduciary duty involving personal misconduct.
Tt further provides that nn investment advisor is deemed to have a
fitlueinry duty with respect to the receipt of compensation for services
or payments of n material nature paid hy the investment company.

Section 37 makes it n crime under the Act to steal or embezzle the
property of an investment company.

The exemptions granted hy the rules may he claimed only bv
ANCSA Corporations which meet conditions requiring them to tile
annuallv with IIm Commission copies of reports required by Section
7(0) of the Settlement Act, and to maintain the records used as the
basis for sneli reports for examination hy the Commission.

*Portion !'UbW2) prnvlilm. In |[mrtinrnt pnrt. Hint If thr CommIMIon find* Hint nn
lamt*r Ih primnrll>* nwncnl in n htiiiltion «wr hnsincimrH nihrr thnit timt of tun- 'inc.
r'lvirrMtinir. mvntn*?. holding. or trndlnir In MTiirltlcM, mtrii lbxd«<r will not hr nn 1n<»*i
nu nt r*tnt|iniiy within thr nirnnliiK of tin* Art.
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Rule 6(c)-2(T) is hereby adopted pursuant to Sections 6(c), 38(a),
und 39 of tho Act. Proposed Rule 6(c)-2 would be adopted pursuant
to the same provisions. Section 6(c) of the Act provides thnt the Com-
mission by rule, regulation, or order may conditionally or uncondi-
tionally exempt nny person, security, or transaction or any class of
persons, securities, or transactions from any provision or provisions
of the Act if such exemption is necessary or appropriate in the public
interest and consistent with the protection of investors and the pur-
poses intended by the policy and provisions of tho Act. Section 38(a)
states, in part, that the Commission shall have the authority from
time to time to make, issue and amend such rules and regulations ns
are necessary or appropriate to the exercise of the powers conferred
upon tho Commission elsewhere in the Act. Section 39 states in part
that, subject to the Federal Register Act, rules and regulations of the
Commission under the Act, shall be effective upon publication in the
manner prescribed by the Commission.

The text of Rule6¢c-2(T) isnsfollows:

Rule 6c-2(T): Temporray Exemption for Corporations Or-
ganized pursuant to the Alaska Native Claims Settlement Act of
1971.

Any corporation organized pursuant to the Alaska Native Claims
Settlement. Actof 1871 (“Settlement Act”) (“ANCSA Corporations”)
shall |ks temporarily exempt from all provisions of the Act except
Sections 8(a), 9,17.36, and 37 subject to the following conditions:

Any company claiming exemptions pursuant to this mle shall file
annually with the Commission copies of the reports required by Section
7(0) of the Settlement. Act nnd shnll maintain and keep current tho
accounts, hooks, and other documents relating to its business which
constitute the record forming the basis for siicli information and of
the auditor's certification thereto. All such accounts, hooks, and other
documents shnll he subject at any time and from time to time to such
reasonable periodic, special, and other examinations by the Commis-
sion. or any member or representative thereof, as the Commission mav
prescribe. Sueh company shall furnish to the Commission, within
such time ns the Commission may prescribe, copies of extracts from
such records which mav he prepared without undue effort, expense,
or delay as the Commission may by order require.

The Commission finds that the adoption of Rule 6c-2(T) is appro-
prints in the public interest nnd is consistent with the protection of
investors nnd the purposes intended hv the policy and provisions of
the Act. The Commission further finds, in accordance with the re-
quirements of the Administrative Procedure Act." thnt notice of Rule
6c-2(T) nrior to its adoption and public procedure thereon are im-
practicable nnd unnecessary since the rule will ho temporary in its
effect and will not exempt. any ANCSA Corporations from those pro-
visions of the Act needed to provide essential protections for lhe assets
being held for Hie benefit of the Alaska Natives until such time as lhe
rule is adopted." Accordingly, Rule 6r-2(T) shall become effective on
February 96. 1074. retroactive to December 18, 1971, the dale of en-
actment of the Settlement Act.

vir.SP. | S11 et nog. (1070).
<lIl. i 053(d) (1).
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The text of proposed Rule 6c—is ns follows:

Rule Gc-2: Exemption for Corporations Organized pursuant
to the Alaska Native Claims Settlement Act of 1971.

Any corporation organized pursuant to the Alasku Native Claims
Settlement Act of 1971 (“Settlement Act”) (“ANCSA Corporation")
shall be exempt, from all provisions of the Act except Sections 8(a),
9,.17,36, andSi subject tothe following conditions:

Any company claiming exemptions pursuant to this rule shnll file
annually with the Commission copies of tho reports required by See-
tion 7(0) of the Settlement Act and shall maintain ana keep current
the accounts, books, nnd other documents relating to its business which
constitute tho record forming the basis for such information nnd of
the auditor's certifications thereto. All such accounts, books, and other
documents shnll be subject at any time and from time to time to sueh
reasonable periodic, special, nnd other examinations by the Commis-
sion, or any member or representative thereof, as the Commission mav
prescribe. Such company shnll furnish to the Commission, within such
time as the Commission may prescribe, copies of or extracts from such
records which may be prepared without undue effort, expense, or delay
ns the Commission may by order require.

All interested persons nre invited to submit views and comments
with respect to proposed Rule tie d, in writing, to George A. Fitz-
simmons, Secretary, Securities and Exchange Commission, Washing-
ton, D.C. 20519, on or before April 10,1971. All communications with
respect to this matter should refer to File No. S7-51-1. Such communi-
cations will I>e available for public inspection.

Hy the Commission.

Gkorof. A . FrrzsiM mo.vb, Sccrotaiy.

Departmentof Aonirni. TTRK,
O ffice of tiif. Secretary,
Whnshlnijton,D.C., Derembrr ®4
Non. .TAMrs A. ITai.kv,
Chttmnan, Commithr on Interioram! Insular Affairs,
Ifounrof llrpn Hiitnfiri'n,
Woxhivf/toit, D.C.

Dear Mr. Chairman: The Department of Agriculture would like
to offer its views on certain provisions of the Subcommittee Print of
U.K. (101*%1, a bill “To provide, under or by amendment of the Alaska
Native Claims Settlement, Act, for the late enrollment of certain
Natives, the establishment of an escrow account for the proceeds of
certain lands, lie.' treatment, of certain pnvmenls and grants, and lhe
consolidation of existing corporations nnd for other purposes.”

Tho bill was ordered reported lo the full Committer on October 2
by the Subcommittee on Indian Affairs. We understand that tho Com-
mittee will consider the bill early in December.

The Department of Agriculture has major concerns about certain
provisions of the Subcommittee Print which affect the responsibilities
of this Department. These include (1) the definition of “proceeds"
from public easements as contained in section 2(e): (2) the special
treatment provided in section 10 relating lo Sealnska's entitlement
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under 11(1») (8) of the Settlement Act; (3) the settlement of Cook
Inlet Regional Corporations land selection difficulties ns proposed in
section 12; and (-l) the conveyance of subsurface estate, in the proposed
Aniakchack Caldera National Monument to Koniag Regional Corpo-
ration. Our recommendations:on each of these provisions are presented
in the enclosed supplemental statement. If H.R. 0(114 is amenucd as
recommended In our statement, this Department would have no objec-
tion to tlie enactment of the bill.

This Department is seriously concerned with the repented efforts to
amend the Settlement Act. In our view, the Alasku Native Claims
Settlement Act represents a fair and equitable settlement of the in-
terests of the Alaska Natives, the State of Alaska and the nation at
large. The Act resulted from long and careful deliberation by several
Congresses nnd represents a careful balance and compromise of the
various interests. We are concerned timt amendments to the Settlement
Act will ultimately result in major alterations of (he settlement and
lead to tlie reopening of issues that the Congress und the Executive
Branch clearly thought were settled by passage of tlie Act. This De-
partment would prefer that amendments to the Act lie limited to
resolving conflicts that arc inherent in the Act and to resolving pro-
cedural matters which have developed in trying lo implement tlie Act.

Tho Office of Management, nnd Budget advises that the presentation
of this report is consistent with the Administration's objectives.

Sincerely,
Rnnr.itT W. Lono.
Amktunt Secretary.

Stm.KMKNT.M. Statement op tmi: T'.S. Department nr Aoiuctt.titif.
ON StHCOMMITTKE 1'tIINT OP II.R. COM

S<r/inn2(a)—Proceeds Prom Public Ennemcnlx

Section 2(c) provides that proceeds from public easements reserved
pursuant to section 17(b)(3) of the Settlement Act shall lie paid In
the grantee of such conveyance in iiiTordnnce with such grantee's
proportionate ohnrc. The intent of the provision is not clear, and we
arc concerned about how the term “proceeds” might lie construed.

Two types of casements are being reserved in support, of tlie Na-
tional Forest System program in Alaska. The lirst type includes those
necessary to maintain the existing riirhls of third parties. I'meeeds
from these easements will pass lo the Natives under tlie provisions of
«oetion 11(g) of the Sett lenient Act. No easements arc lieimr reserved
hy the Forest Service solely for the future u-e of third parties.

The second type of easement includes those necessary to provide
access to the National Forests and to otherwise support management
of National Forest programs. We do not participate any proceeds
from these public easements.

Wc would strongly object to section 2(c) if the intent is to interpret
the term “proceeds” to include receipts from sale or use of National
Forest resources which require use of a reserved casement- for ex-
ample, a timber sale contract which required hauling logs over a road
on a reserved easement—or if the “proceeds” were to include road
maintenance, or cost,-recovery charges levied hy the Forest Service on
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a non-Federal user. We do not believe that such receipts or cost-
rccovcry charges should be considered as proceeds.

Therefore, if tlie Committee determines that Natives should receive
certain proceeds from public easements reserved pursuant to section
17(b) (3), we recommend that section 2(c) he amended as follows:

“(c) Any and all rental and use fees paid by commercial users of
public easements reserved pursuant to section 17(b)(3) of the Settle-
ment Act shnll be paid to thegrantee of such conveyance in accordance
with such grantee's proportionate shaie, to be computed in the same
manner as fractional interests are computed pursuant to section 14(g)
of the Settlement Act. As used in this subsection, the term rental ami
use fee shall not include road maintenance or other cost-recovery
charges levied to a non-Federal users’

This proposed amendment hns been developed by this Department
and the Department of the Interior. It accommodates our concerns
ulmut what constitutes a proceed derived from these easements. Under
this provision, the receipts from sale or use of National Forest re-
sources which required use of a reserved easement would clearly not
fall within the meaning of rental nnd use fees. In addition, charges
levied to commercial users by the Forest Service to recover direct cods
would also not be subject to distribution under section 2(c).

Section 10—Sealaska A mendment

Section 10 of the Subcommittee Print would amend section 10(b) of
the Settlement Act to permit Sealaska Regional Corporation to select
the lands to which it is entitled under seetion 14(h) (8) from hinds
withdrawn for but not conveyed to Village Corporations within the
Region. However, .Sealaska could not select lands on Admiralty Island
and, without the consent of the Governor of Alaska, could not select
lands in the Sa.xman and Yakutat withdrawal areas.

Tho Department of Agriculture strongly recommends that section
10 not lie incorporated into Il1.R. 60-14, as amended by the Subcom-
mittee.

The Alaska Native Claims Settlement Act (ANCSA) was the remit
of long and careful deliberation, negotiation, nnd compromise by the
Congress, the Executive Branch. the State of Alaska, and the Alurka
Natives. The resulting settlement represented a carefully constructed
balance which was deemed equitable lo the interests of the American
people, the Alaska Natives, and the Stale of Alaska. To amend tin
Act now with regard to land selection would, in our view, undo the
lailauce and uglily achieved by ANCSA and lend lo lhe reopening of
issues which Congress and the Executive llrnmdi clearly thought were
settled by enactment of the Alaska Native Claims Settlement Act.

An important aspect of the balance achieved by ANCSA was tho
special treatment of land selection hy the natives of southeast Alaska.
In ' fittS the ("ourt of Claims entered judgment in balmIf of lhe. Tlingit.
and ITaidn Indians of southeast Alaska in tlie amount of some *7.">
millions. Most, of this amount represented compensation for the Fed-
eral taking of land which became the Tongass National Forest. In
formulating ANCSA, the Congress recognized this cash settlement. It
also recognized tlmt the value of lands in southeast Alaska with its
water access and commercial timber is greater limn timt of other re-
gions in Alaska mid that there was a need to prevent conflict between
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the purposes of the Act and the purposes for which the National For-
ests were established. Accordingly, under ANCSA, the southeast na-
tive village corporations wore limited to selections of 23,010 ncres each,
and tho Southeast Regional Corporation (Sealaska) was excluded
from land selection under section, 12. The only land which Congress
entitled Sealaska to select was a share of the balance of the two mil-
lion acres withdrawn under section 14(h). By specifically authoriz-
ing conveyances from the National Forests for section 14(h) (1), (2)
(3), and (5), it is clear that Congress did not intend for 14(h)(8)
conveyances to be made from National Forestlands.

Section 10 of the Subcommittee Print would alter the balance of the
Act by awarding Sealaska a greater settlement than Congressitended
and by giving Sealaska selection rights on lands for which, compensa-
tion has nlrcady been granted. It would also have a detrimental effect
on land selections by the other Regional Corporations and represent nn
inequity to them. First, by amending section Ifi. the Sealaska amend-
ment would affect the formula under section 12 which governs tlie
amount of lands that all other Regional Corporations may select and
would reduce the amount of binds to which these corporations are en-
titled. The effect would he to prevent the conveyance of the full 10
million acres provided for in the Act. Secondly, Sealaska Region
would receive 14(h) (8) lands of far greater surface value than would
the other Regionnl Corporations. Moreover, if section 10 is enacted, it
is probable that tho Chugnch and IConiag Regions would desire similar
treatment for their entitlemeats under 14(h)(8). These Regions are
claiming difficulty in selecting the full amount of lands to which tlwy
are entitled under section 12(c) because of the limitation on selections
from tho National Forests nnd tho National Wildlife Refuge. System.

In our view, the proposal contained in section 10 of Il1.R. 0044 rep-
resents the. kind of conflict between National Forest purposes nnd the
interests of the Alaska Natives thnt ANCSA sought to eliminate. Sec-
tion 10 would likely result in an additional 200-200.000 acres lieing
withdrawn from the Tongnss National Forest. These lands contain llie
full range of resource values for which the National Forest was estab-
lished. Tho public values include significant wildlife habitat, recrea-
tion use mens, necess to major fishing areas, v id lands suited to timber
harvest. We Imliove Ihe benefits of multiple ssourco management, can
best be, achieved hy retaining these lands ns i> rt of the National Forest
System.

In summary, wo urge the Committee not to incorporate section 10 in
I1.R. (1044. Thore arc sufficient D-1 lands within southeastern Alaska
to provide for Sonlaska Corporation's selection as originally contem-
plated in the Alnskn Natives Claims Settlement Act. We believe thnt
selections from those lands would bo comparable to lands available to
other regional corporations under seetion 41(h)(8) of the Act.

Section IS—Cook Inlet Rcffiaval Corporationm

Section 12 of the Subcommittee Print would amend section 12 of tho
Settlement Act by adding a new subsection (f) to permit exchange of
Federal lands withdrawn under section 17(d) for State patented lands
and interests therein. These Gtate lands would then Ini conveyed to
Cook Inlet Regional Corporation along with two townships of Na-
tional Forest lands. In addition, subsection (3) would permit the Cook



Inlet Region to select lands withdrawn for village selection in other
regions.

~We oppose section 2 The proposed conveyance of'two townships of
National Forest hincTrenrcsents nrecsel.y tint kina or ¢c'mllict between
the purposes of the SetLlement Act and tlie purposes ot NationulTor-
est.s tliat Congress sought to resolve in passing the Settlement AcET*
" We understand lcom the Department ot Tic Interior that a
mutually acceptable settlement has not yet been reached with Cook
Inlet Regional Corporation. For this reason, we recommend that con-
gressional action on this issue be deferred.

Section 15—Conveyance to Koniag Regional Corporation

Section 15 of the Subcommittee Print would convey to Koniag
Regional Corporation the subsurface estate under certain lands pro-
posed for establishment as the Aniakchnk Caldera National
Monument.

While the lands and interests involved ir. this conveyance are not
under the jurisdiction of this Department, we are opposed to the
inclusion of this provision in H.R. C64-1.

Tlie Settlement Act provides for dual withdrawals of the d-2 lands
and for these dual wit.hdrawls to be considered nt the time the Con-
gress considers the d-2 proposals for new national forests, parks,
refuges, and wild nnd scenic rivers. "We are unaware of any urgency
which would necessitate resolving the selection of Koning Regionnl
Corporation’s land selection problems now. In our view, the bettor
course is to consider all aspects of each d-2 proposal together as the
Settlement Act provides. Accordingly, we recommend that section 15
not be enacted.



Joint Meeting of the House and Senate Natural Resources Committees
Jury Assembly Rxm, State Court Building, Anchorage, Alaska
Saturday, February 7, 1976

(tape one)

.. .people somehow feel that the Congress of the United States has the
authority to liberalize what State administrators can do with the authority that
they have been given by the State Legislature. This is absolutely false; Congress
cannot release State administrators from the responsibilities of the State Consti—
tution anu State Statutes. Only the Legislature of the State of Alaska can do
this. So whatever Congress says or whatever you may think Congress may have said
with respect to the supposed amendment of the Statehood Act, it"s irrelevant.

What the administration can do, must be done within the framework of the laws
which you have passed or which you will pass. So in no way is this trade related
to what Congress has said or has not said with respect to the section of the
recently passed Omnibus Act. I would like at this point, since | believe that we
will have a substantial amount of testimony today from interested members of the
public concerning one aspect of the trade, that is the trade involving lands in
the Beluga area, to have Mr. Ross Shaff explain in a short sunitary form sane of
the points that were raised in the document which has been put out as an open file
report by the Division of Geological-Geophysical Survey, namely this yellow

report which a number of you have and I see Senator Rader reading new, entitled
"Economic and Geologic Studies of the Beluga/Capps Area and Geologic Resource
Occurances in the other areas of the Proposed Cook Inlet Land Trade.™ We feel
that this is appropriate at the outset to define a few of the terms and parameters
which you may hear mentioned today so that everyone here will be able to under—
stand when a term®"s used that, hopefully, everybody is using it in the same
method. And so I would like at this time to ask Ross to summarize that report.

Sen. Poland: As each of the people speak, we would appreciate if they would give
their names and position in the department (IA)

Shaff: Senator Poland and members of the committee. My name is Ross Shaff and
TTm"Ehe State Biologist and as such, I"m Director of the Division of Geologi—
cal/Geophysical Surveys of the Department of Natural Resources. Traditionally,
our State survey as well as the United States geological surveys, our main
function has been to provide information in part about land areas if possible and
to be involved in policy decisions. Since the Cook Inlet State land trade became
an issue, our survey has provided at much information to various interested parties
as possible including the Division of Lands arid the Commissioner of Natural
Resources. We thought it might be helpful to the Legislature if we could compile
as much of this information that has been submitted to other people into one
report and this is a preliminary open file report which 1 believe was distributed
by the Commissioner a few weeks ago. The authors of this report are present here
today to answer any of the details of the technical questions which you may have.
Actually our interest in the Cook Inlet Basin began some time ago and there are
other detailed publications of our survey, Open File Report #51 dealing with coal
resources in Alaska in general. And Open File Report #74 dealing with Cook Inlet
coals in particular. This Open File Report then is essentially a sunmary of
information that we have access to and would like to share with the legislature.

(1A - inaudible)



lhe report is divided into three parts; part one speaks specifically to the
reserves that we estimate are present within the land trade area in the Beluga
region. This report was done by Don McGee who is here today and he"ll answer
questions as to hew we arrived at these figures and so forth. His best estimate
of known coal reserves in the Beluga land trade area only 570 million short tons,
lhe hypothetical reserves within the land trade area, amounts to 2 billion short
tons. This does not include the 1.6 billion known short tons in the mental health
lands. These figures are only for the land trade area within the Beluga region.

I think i1t is very inportant that we come to a clear definition as to what we mean
by known reserves and hypothetical. We have seen in newspaper articles \nary large
figures without a qualifying adjective to indicate whether they"re talking about
known coals or hypothetical. There is an established terminology, 1 say established
generally accepted terminology for known and hypothetical which are the two berms
that we"ve used mainly in our report and I think the easiest way to say this 1is
that in the case of known recoals, we"re 95% sure that those coals are there. We
are not saying necessarily that the coals are economic, that they are recoverable;
we are saying we know those coals exist in a given region. When we"re talking
about hypothetical coals, we are in the realm of speculation and we are really
saying that in our professional opinion the geological setting is adequate for the
formation of coals and that it is probable that those ooals exists and we must
make a few assumptions as to the thicknesses of coals based on very scattered data
and arrive at seme very broad figures. Actually, this hypothetical estimate will
be different depending upon the operator or the investigator.

Part two of our report speaks to tlie loss of royalty income to the State of
Alaska if the Beluga coals are transferred to CIR. The study that we did shows
two main things; one is that the income to the State of Alaska in terms of royalty
on coals is really a function of the rate at which those coals are produced.
Inasmuch as the royalty is based upon ten cents per ton, the royalty may be moved
upward or downward, but based on a tonnage factor. Pat Doby is the author of
this report; he is here today to answer specific questions on this and bo give you
sate summary numbers of this part of the report - our total estimated accumulative
to the year 2025 would range between 84 million dollars and 650.9 million dollars.
IT we discount those figures at 8% to present day values, we would be talking
between 6.5 million and 67 million. If we discount them at 10%, we would be
talking between 3.7 million and 42 million as incoma to the State. This does not
include rental fees or lease fees. Now the royalty would be the largest amount of
money of income bo the State. [Ihis is what this study points out.

The third section of our report deals with the other trade areas and here we
cure more or less in the realm of speculation because of the uncertainly of the
actual land that will be traded. 1 would point out that the third section simply
indicates the kinds of resources that we knew to exist in the trade areas. Where
pos xble, we give an estimate of known coal reserves or known metallic deposits
and so forth. In the other trade areas and in the Beluga-Capps trade area, our
estimate is that we are dealing with a total of 895 million known short tons of
coal. So that in terms of the total trade, tlie State would be trading away a
total of 895 short tons of known coal. In terms of hypothetical coal, and again
the figure of hypothetical reserves are very speculative, we are probably talking
about 50 billion tons would be our estimate. We have the figure before us that we
would like to have c_arified at some point and that is the range of figure for
recoverable coal in the trade area which ranges between 4 and 17 billion tons.
Ilhis was in a newspaper article. We have no iuea how this particular figure was
arrived at. Actually, when we look at the 50 billion total, hypothetical, we are



not really talking about 50 billion because our estimates for the hypothetical
reserves, for example in the Kenai Peninsula includes the entire Kenai Peninsula
and we are not including specific townships (lIA) in consideration. Just for your
information, in comparison to the total hypothetical coals in the State reported
by McGte and Oakland File at 51, we"re probably talking about 4 trillion short
tons of coals.

Sen. Poland: Thank you very much. Are there further questions from (IA)

Mr. Shaff, could we determine our known likely oil and gas reserves
in this area?

Shaff: The report speaks to that very briefly. In the Beluga, as you know, there
is a potential for oil and gas inasmuch as we"re dealing with a similar geological
formation. We do not have any direct evidence that oil and gas exists. We can
speak of the potential.

Sen. Poland; Senator (IA)

I wasn"t quite clear on what you mentioned about the mental health
land; are they involved in this to any degree?

Shaff: We have... mental health lands are not involved in the trade. Idid
mention the mental health lands because we do have a known reserve in the mental
health lands at 1.6 billion tons. That is not included in the figure that 1 gave
you for the trade area in the Beluga region.

Smith: Just to summarize that, within the Beluga area, 75% of the kncwn coal
reserves retain with the State, approximately 25% of the known coal reserves would
be available if selected by Cook Inlet.
Sen. Poland: (1A)

Seventy-five per cent would retain with tlie State?
Smith: Would remain with the State, has nothing to do with the trade.

You said that percentage of the known coal reserves. What percentage
of what you"re calling the hypothetical coal reserves would retain withthe State
and, of the reserves in that area, what percentage becomes (1A)?

Shaff: I don"t have a hypothetical figure for the coal reserves in the mental
Health lands before me so I can"t quickly calculate the percentage. We could do
that when we put up - we have a nap.

Do you think it"s about that same proportion or is it different?

Shaff: Well, he was speaking about the known.

I know, but do you think that the hypothetical coal reserves, subject
to check of your materials that it would even out backwards - same order of
magnitude or proportion to (IA) or substantially different?



Shaff: 1 think staff is working that ot right now.

Poly: 1It"s not an answer exactly but we can work that figure out for you. But if
we take the hypothetical coal reserves in the entire Cook Inlet region, the State
possesses a very large percentage of reserves. Ilhe estimates of reserves underneath
the Cook Inlet which may be developed some day through liquification are extremely
large - up in the trillions of tons. | think Mr. McGee can bear that out. Ihe
potential for the entire State is in excess of 5 trillion and again *we could bear
that out. The State has a huge coal potential in the hypothetical range and there

is a lot of coal in the Cook Inlet region that is not involved in the trade. To
answer your question, I think the percentage would probably be (l1A).

Sen. Poland: Would you please identify yourself?
Doby: My name is Patrick baby. 1 work for this gentleman here.
Smith: Pat is one of the authors of the report in front of you.

Are you determining that because there no doubt will be people here
who will testify that what you"re calling hypothetical coal reserves maybea
little more than hypothetical so any representations you nake as to what proportion
you think is in or out of the land that is subject to the trade would be important
to both what you"re calling hypothetical reserves as it would be for what you“re
calling proven or known.

Sen. Poland: (IA) Representative Gotten.
Rep. Cotten: Mr. Smith, although probably "threat” wasn®t the best wordtouse
m - anytime | hear the subject (lIA) about what the Federal Government might do.

But it seems that the possiblity of another Frizzel type offer occurring, that the
State docs nothing. The evidence of that, it seems to me, to be a - threat maybe
is a little bit too large a berm - but perhaps you might address your attendant
to, in the rest of the testimony, go over what the status of such lands like the
Swanson oil fields, the Cairpbell tract, Point Campbell out there - what would be
the status of those if the trade doesn®t go through?

Smith: First of all, 1 would like to say that when I alluded before to the term
"threat”, | was tying it more to tlie wording that occurred in that particular
article which said that no other lands would be transferred to the State, as

though they were refusing to transfer our statehood entitlement because of this

and that"s what | was trying to say - that that is not the case at all. With
respect to the point you raise now, taking heed of your term that maybe we shouldn®t
use the word threat but being in the realm of that ballpark, the U.S. Congress has
said that they will seek an equitable solution to the Cook Inlet problem. Tlhey

are aware of what the Secretary offered to Cook Inlet at one point, the quote
"Frizzel® offer. And this of course is what, last year, approximately a year ago,
the Cook Inlet region approached Congress to implement, was that offer. And if
Congress does - if the trade does not go through and Congress does decide that

they are going to legislate a settlement, it"s hard to say - our Congressional
delegation which asked the State initially to become involved, 1is aware, 1 think,
that Congress is serious when they say that. | think our delegation would indicate
that they do feel that the settlement might not be at all in the State"s best



interest. With respect to the particular aspect that you"re talking about new,

the Swanson River oil revenues, the park lands out here in the Canpbell airstrip
area, it"s very hard to say. | do feel that the State would put up a tremendous
hue and cry concerning the oil revenues in the Swanson River. The question about
whether or not the delegations vrould feel that or whether or not they could hold
that line in Congress, that"s a discretionary judgement. I should say a subjective
judgement on various peoples parts. We do knew that it was offered. We do knew,
since the State gets 90% of those revenues anyway, they"re not of particular
interest or significance to the Secretary because he doesn"t get them one way or
the other. With respect to the land within the Anchorage Bowl, Section 22-L of

the Claims Act says that in implementing the Claims Act the Sectretary would not

be able to allow any native corporation to get title to federal land within two
miles of a first class city. Now, in the agreement in front of you, Congress has
waived that right. So even though we"re talking about what happens if the agreement
doesn®"t go through, Congress has already indicated that it does not feel that that
protection, you might say, for municipality is sacrosanct. They have already
waived it once. Of the three areas about a third of the Canpbell tract is outside
that two mile limit as it existed in 1971 anyway. And | believe Pt. Canpbell is
ccnpletely out aid 1°m pretty sure that the approximately 255 acres of Pt. Woronzof
is also out, certainly it is right on the edge. New again, how Congress will
review those, I don"t know. They might decide to protect one and allow the other
to be part of an agreement. It"s very hard to say. | think it is fair say

that Congress did indicate that if the State decided not to participate in the
agreement, which they fully realize is within the States™ rights, the State has
come into this cm their own, that Congress has asked that those lands not be
transferred, to leave its options open. And again, that could be read on the face
for face value for what you think they meant by indicating that. But it is their
land over which they do have control.

(IA) 1 understood you to say at the previous meeting that the Frizzel
offer wasn"t withdrawn?

Smith: 1lhe Frizzel offer was withdrawn before Cook Inlet did select it, that"s
true. 1 just indicate again, it was an offer that we feel on its face was valid at
tlie time.

Sen. Poland: (IA)

What is the status then right now of, for instance the Canpbell
tract? You say that they waived tliat provision for this agreement but if this
agreement doesn"t go through, then tlie Campbell tract really wouldn®t be eligible
for selection by CIRC.

Smith: If the agreement did not go through, it is my assumption that the Secretary
willstill be bound by Section 22-L. If Congress decides to legislate sane
settlement, they can do what they want with that restraint. They can allow it to
stand or get rid of it. The Secretary would not be able to go around that constraint
however. Although as | say, approximately 1/3 of Canpbell airstrip, the Canpbell
tract itself is outside that two mile Lindt.

Sen. Poland: Senator Orsini.



Sen. Orsini: Part of the study on the economic end of the study involved the use
of probabilities of certain lawsuits either taking place or not taking place. Who
estimated the probabilities?

Smith: It"s a result of a number of discussions. Again, that is something which
you could call subjective on any one individual®s part. But when you bat these
around, you came out with a figure. | guess 1 was the person who ultimately

nailed down the final probability on it.

Sen. Orsini: (IA) consultation with a number of attorneys who will be familiar
with the cases, discuss the matter and in your opinion that the different viewpoints
that these were the average or most likely (I1A)?

Smith: More or less. For instance, with respect to one as an example, the Cook
Inlet appeal in court - seme counsel has said that the appeal might probably have

a little bit less than fifty. Other people who - not necessarily directly counseled
here but who have probably a dam good background of what happened in the State

and would be knowledgeable - say that it might be as high as, and might even be

70% for that specific aspect of the analysis. So it"s hard to say. | think

people could generally say that the appeal Cook Inlet has lodged with the Court of
Appeals 1is certainly stronger than their initial District Court appeal. Most

people think that it"s got a stronger possiblity than they had on the first go
around.

Sen. Poland: (l1A)

Smith: Excuse me Madam Chairman, can I - | would like to add to that. As an
early part of this negotiation, something which Ins fallen out now because the
time has changed, the State was offering half a township to each of the villages
of Salmantof and Alexander Creek if they dropped their appeals to become villages.
A lot of people including a number of attorneys felt that the State was out of
their mind because there was no way those two villages were going to win their
suit. Those two are now villages. They have selected tremendous amounts of land
including State mental health land around Salamator. Alexander Creek has selected
land that under the terms of this agreement would come to the State, so it came
right out of the State part of what we would have gotten from the agreement. And
yet a good deal of oounsel and expertise said that they would not do it. Tney are
now villages. So my point is, to emphasize that it"s a subjective situation.

You were giving us same figures on royalty, that figured on present
royalty?

Shaff: “lhe numbers that | gave you were based upon two assumptions; that they
woulcf continue with the present royalty until the year 1991 at 10C per ton. After
that the study includes three possible royalties anticipating that the State
perhaps -1 wish to change its royalty policy and a fixed dollar amount per ton,
you would fix dollar per (lIA) a ton of coal. We used the package three royalties,
1/3 royalty or 33 and a third percent or 1/8 (1A) 1991 to the year 2025 would
change the scenario to a royalty fixed on the cost of coal as best we could
estimate the cost of coal in 1991. And we used the Bureau of Mines figures for
that estimate.



(1A

Shaff: Our agreements were, or our discussions and work in the survey started
sometime in October. I can"t be more specific new on the date than October, 1975.

Sen. Poland: (IA)

What is this ten cents per ton based on (l1A) picked out of tlie air or
based on same rational process or hew is 1it. arrived at?

Schaff: The ten cents per ton is the present State policy for the royalty to be
received per ton of coal. But where that ten cents came from, | can"t answer that
question.

Since time immemorial or is that semething more recent or . . .(lIA)

Smith: The ten cents per ton figure is a figure which is put into the initial
prospecting permit when an applicant asks for a right to go out and explore on
State lands. In the cases of most of the major leases in the Beluga area, tlie
value is ten cents a ton. These leases were taken - or this prospecting permits
were taken to lease in approximately 1971 in the case of the land trade area; 1972
in the case of other State lands in that area. Which means the prospecting

permits themselves were issued say about 1969. At that tine, ten cents a ton was

a figure that was arrived at within the leasing section of the Division of Lands

as an appropriate return to the State. Right now, current prospecting permits, as
an example, carry a value of thirty cents per ton. |In both cases these are fixed
values and one of the results of the report in front of you, one of the recommendations
is that setting a fixed value for a period of twenty years is the case, is probably
not tlie bes" idea particularly in 5 time of inflationas we"re faced with now. 1
think, as a result of this we can look to a change in this in the future. Because
as was queried a moment ago concerning what happens to our economic analysis after
1991 - we hypothesize in the analysis that we would go to a percentage royalty
basis, a percent of the actual coal and that would be a much better return, probably,
to the State as a royalty on sinply because as the price of coals goes up the

State would rise with it. We would take a bit more of the risk but we would share
in those profits. I might add with respect to that assumption in here, that
assumption increases tremendously with seme dubious legal status the totals that
the State would be trading away in this case. In other words, we have no reason

to believe that the leasee would actually allow the State to change to this more
favorable status at that time. They have a lease which says that certain cents

per ton and they would probably argue very strongly to keep it. So another reason
why this assumption is a very liberal assunption for coming up with totals of the
value of that royalty to tlie State, in this case—

(1A) leases of this whole area is involved in (LA) What do you think
is iitplied (IA)

Smith: Under the terms of the lease, as they stand new, they can be renegotiated,
or not renegotiated. Ilhey will be reappraised after a period of twenty years
which would be 1991 in the leases involved here, [Ihe lease itself would extend as
long as the person pays their lease fees and essentially iraintains within the
framework of requirements.



What happens to the Cook Inlet Regional Corporation when they take
over this land, they take over the leases too (lA) then Lhey will get to vise (l1A)
ten cents a ton or what happens (l1A)?

Smith: |If the trade was consumated, Cook Inlet would receive title to the surface
and subsurface resources in the area and that would include administration of the
lease. They would be bound by the terms and conditions of the lease. |If any coals
were mined before 1991, Cook Inlet would receive the ten cents a ton. If any coal
was mined after that, that would be on the basis of whatever the reappraised value
would be under the reappraisal clause.

(IA) exact definition to the State (lA)

Smith: Jlhat"s true. As Senator Rodey observed on Wednesday, in a way the State
is giving away what we now look at as kind of sane poor bargaining in the past as
far as fixed royalty rate perhaps or just giving this on to Cook Inlet and they
are going to have to worry about the problems that they would have there. We're
still going to have the same problems on the three quarters that we retain now.

Has your department projected the earliest possible development date
for the reserves that exist there (IA)

Shaff: Yes. (IA) report we"ve made sane assumptions as to when production might
begin and make preparations. (1A) If I can find (1A) I could tell you. We took
three scenarios for that (1A) and the most optimistic would be that in 1981 production
would start in the trade area of the Beluga (IA) at one million tone per year.

And the most pessimistic would be that no production would start until 1990 at

half a million short tons per year. The rates of production were geared to acmrelative
production at the end of fifty years of a hundred and fifty million tons in the
pessimistic case and 891 million accumulative production in the optimistic case
presuming a production of 21 million tons per year - shows that twentyone million

tons per year as it was cited in a report by Stanford Research Institute. However,
production rate of 21 millior tons per year is almost three times the annual
production rate of the largest coal producer in tlie United States. Ilhe (lIA) Mine
produces about 7.4 million tons. So our optimistic rate of production is about

three times as optimistic (lA) is not.

what sort of date would be necessary for full production by 19812
Shaff: I"m sorry, 1 don"t understand the question?

If we"re going to have coal produced by 1981, then we"re going tohave to

start at...

Shaff: |1 would assume that they would start with their planning now.
; Now?

Shaff: Now.

Next week? last week?

Shaff: Right. Our optimistic is that it would take approidmately 6 years, or 5



years to get coal producers...
Smith: 1 would like to add...
Shaff; These are somewhat arbitrary figures, difficult to (IA) available, etc.

Smith; 1 would like to add semething to that briefly. Two points; one, in the
optimistic case we also assume that there are approximately 400 million more tons

of coal over there than we knew today. We are not quite doubling, but I think

it"s an increase from 570 to 891 of over 400. It must be about 80% more over

there than we actually knew under that scenerio. Again, another temendous assumption,
which is just that, very optimistic. But, | would like to indicate that this

also, the whole report, makes the assumption that the Capps Glacier area, the know
coal reserves that would be transferred under thr proposal, would be developed

first. 1 think that most people would agree that that will not be the case. lhe
3/4ths of the known resources that are within the mental health lands that would

stay with the State, will nost probably be developed first. It"s interesting that
the same company that holds fie Capps lease also holds a major portion of the coal
reserves that will remain on State land and one of their early and most prcminant
concerns in talking with the State on this, was that they might have to develop

the Capps Glacier before the othor, the Chuitna field, that would stay with the

State, because they are looking at developing the Chuitna fields first and, therefore,
every year that development of the Capps Glacier is put off, the present, lost

value to th ®" State under the terms of the trade, of course, decreases.

; I understand half (lIA) ooal (IA) the hypothetical problems that are coming
up. You"re estimating up to 80% of how much coal is there (IA) 25 million to 42
million. The spread is fantastic (IA).

Smith; Well, that"s one of the risks they®"re taking. They personally are not, |
don®"t believe, looking at that as the crcwn jewels in the trade at all.

We have a right to look with suspicion when you"re tal ng about those
(1A) involved in this decision here. (1A) hard money figures that are given bo us
about what values are represented (lA) in this trade. We simply don"t know.

Smith: Ilhat"s a very good theme, 1 think, that"s running through it and what
we"re trying to present in here are the best ideas on the various scenarios by
State experts. Cook Inlet, 1 believe, values the lands even lewer than the State

does from the standpoint of tlie mineral rights.

One more thing, has anybody from our State people (1A) federal people (IA)
looked at this with a better eye than the State has?

Smith: lhere are other people that have looked at it. 1°m sure that they will be
before you before the end of your meeting here. As to whether they®ve looked at
it with better eyes than the State, | would withhold that. I would be biased on
that question. | think, 1 can say that nobody has looked specifically at this
area particularly recently in trying to analyze the aspects of the trade. But
what you have are, as | say from the standpoint of the State"s experts, 1is the
best information we can come up with.
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(IA) optimistic assumption for production in 1981. What did you assume to
be tlie use of the coal there (lIA) typical or what? (l1A)

(1A) for export not power generation (l1A)
Japanese export or what?

Probably.

an

You have to make an assunption that there®"s a market for it (lA) what the
assunption was.

Doby: (1A) the assumptions actually made were a pessimistic assunption that the
ooal would not be exported - that was the pessimistic. Ilhe first thing that was
assumed, that the real pessimistic is zero production, nothing ever happens, which
is possible. A catastrophe could arise that we would have no production. We
said, or 1 said, that the pessimistic assusmption, and this has been realized by
some other people at least in your minds, that the coal would be pr eh-ced for
internal use primarily for electric generation and this type of thiny and that's
the low end.

Then taking the optimistic, this is tlie second optimistic, | have a previous
calculation that"s about half of this much and | talked to a number of people and
the technique was to call mines and a number of people and say, "hew quick can you
actually come to production?® 1 keep asking people. And then, “what do you think
the market will be?" and that"s a big question. Ihe assunption here is that
somebody can absorb 21 million tons a year of our coal which is a tremendous
amount of coal. And that"s why it"s extremely optimistic - if it has to be exported,
most likely Japan and the western United States, and that®"s assuming the western
United States isn"t going to go ahead and do what they®"re trying to do and that's
produce a lot of ooal. So, I think I mentioned in the report that it"s very
optimistic - it"s just about as far out as we can possibly get and the reason for
that is that this is probably the best discounted income we could expect to get
for the State. | used a 1/6 royalty. | just negotiated what I thought was the
best deal we could possibly make and produce a heck of a lot of coal for the whole
world as fast as | could do it and that"s about what .it is. You oome down from
that a heck of a lot but those numbers, frcm the people | talked to and it"s just
plain reason or as much money as they could see (lA)

)
Doby: Thank you.
Sen. Poland: Senator (IA)
It's my understanding the legislation pending before Congress embodied the
transfer of Swanson River fields as well as Anchorage (1A) lands to Cook Inlet

(1A). Is that correct?

Smith: If you"re talking about the legislation that was proposed to talk about
last spring, in other words the old Frizzel offer Which was there - that did



11

include all the things, whether i1t"s pending before Congress, | would say that
that"s back burner now since we"ve all cane up with a proposal as sanething that
we all felt we could live with. 1 don"t know if it is in Congress, exactly where
it is. 1 would assume it would still be in sub-cannittee, probably House sub—
committee.

Both houses by Congressman Meeds and Senator Jackson respectively. And
sponsored in...

Certainly in the House by Congressman Meeds. I cannot say for sure in the
Senate who it was. Cook Inlet Region might be able to help you with that question.

It"s also my understanding that gentlemen in the various houses have
recourse to input (l1A) legislature and have they (IA) to push the legislation
through and some reasonable settlement of (IA) might be (lA)

Smith: | think that®"s a pretty set conclusion. Congressman Meeds felt he wanted

a 13th regional corporation over sane considerable opposition fromboth the natives
of Alaska and others and he got a 13th regional corporation. Senator Jackson, |
don"t feel | have to say about his power in the Senate.

(IA) capable that the State must do sanething to negotiate a settlement
that will prevent the transfer of the Swanson River fields which brings (lIA)
revenue to the State, (IA) Anchorage (IA) prevent (IA) I don"t know whether it
raised the proper word uses (lA) Point out it seems that they have a considerable
hold on much of our natural resources and something has to be done even discounting
the possibility of (lA)

Smith: Again 1, that"s what | meant when | alluded at the outset to the alternatives
we"re faced with and I concur again. It"s hard to say that Congress, in fact, if
someone were to ask me, 1 would say that Congress wouldprobably not pass the

Frizzel offer as such because it would inpact the State and 1"m sure that the
Congressional delegation would be out there running interference but they can just
throw so many blocks nd nry point is, | think we could safely say that there would
definitely be sane aspects of any settlement which would not be in the State’s
interests. You mentioned a couple of them that the State might protect but they
can"t protect all of them is what I"m saying.

(1A
Sen. Poland: Senator (IA)

Most of what you"ve talked about so far in regard to the Cook Inlet lands
that are proposed to be traded under this three-way trade to the Cook Inlet Regional
Corporation, what about the other lands that the State would be getting in exchange -
what do you have to say about those? | know that they®re not only mentioned in
the material (lA) reports but if you"re going to give a capsule summary of one
part of it, you should give a capsule summary of the other part.

Shaff: | can"t. | would have to walk through the report and respond in terms of
each area we"re talking about and give you a (lIA) areas of the State.
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We"re talking in terms ofvalue in dollars for various purposes - what
kind of comments in regard to the (IA) you might (1A)

Shaff: Very few because in those areas we"re talking mainly about resource potential
rather than resource value. And in the case of the Beluga fields we have kncwn
coals and in certain other areas, for instance the Matanusak and so forth, sore
kncwn coals, so we can speak a little more specifically. In terms of some of the
other areas of the State will receive, we"re in geological no-man®"s land essentially
(IA) in regard to certain types (lIA) problems (IA) proper subject. So that, there

is not too much I can say about those lands.

Smith: I think one of the reasons on that is that, with respect to the Beluga
area, we"re talking about ooal which is found usually in, if it"s of importance at
all, in some type of thick beds in one area and because of the nature of our
leasing requirements, before theyare leased, we have agood handle on what"s
there. Secondly, the State does get royalty from coal. If we were able, in seme
way, to have the prescience to knew exactly what minerals were on the land the
State was getting, we could put a dollar value on their value. [lhe State gets
nothing. We have no royalty, we have no severance tax on those minerals right now
so even if we knew what was there, as far as the value, it"s kind of unfair because
we do not have a royalty or a severance on those minerals where we do on the
situation with coal.

Sen. Poland: (l1A)

Smith: Well, this was all we had in the way of prepared text because of the

request by the Ccranittee that we limit our initial presentation to within half an
hour subject from then on afterwards to questioning. We have other members available
here pursuant to your request as Mr. Shaff indicated, members of the Geological
survey staff and if you have any particular questions to ask, I would feel that as
you feel it appropriate to ask, we could then refer the questions to the proper
individuals.

(IA) economics value tables, as 1 recall (l1A) two rates of discount (IA)
Smith: That"s correct

Which of those (1A)?
Smith: I believe it"s tlie 8%.
(1A

This is the December 6th memorandum?
Smith: Yes, my December 6th memorandum is based upon the 8% sunmary that®"s in
this book which, of course, is less favorable to the State than the 10% discount
and we ran into discount rates because sore people discount higher than others.
Industry generally discounts at a higher rate. We felt that 8% was more realistic

with respect to what the State returns as an investment on. 1 should say gets as
interest on its investments within the general fund.
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(1A)

Smith: 1°m not sure but it was certainly an in-the-ball-park figure that we felt
more comfortable with than the 10%.

(1A)

Doby: It was the 8%, Mike and I have discussed this. In most cases we kept
trying to favor value of the resource and this is a standard economic cash flew
calculation and we kept trying to push the numbers - or I did - to look at the
most optimistic return to the State because when you"re* looking at the 8 - so we
used the 8% as being a pretty optimistic cash flow and 10% is probably a little
bit high with respect to the way we discount or sometimes, with respect, with a
State project 1 would like to discount at 10% - 1 would like to think we could do
that well and 1| wish we could.

What about (1A)?

Doby: Well, I"m not an economist and I couldn®"t tell you that. Probably more
than 10%, 1"m sure.

(1A)

Doby: I wouldn®t know. Sorry, But I*Il1 find out for you.

(1A)

Smith: I would like to interject here that that figure of 8%, as far as a discount
rate, it"s in the ball park but I think that we may have missed the point if we
try tc put it against what we"re getting within our investment funds where the
State has had its general fund monies, and one of the reasons being that a state
operates not like a giant corporation. We, whatever we got for this, if somebody
was paying us money based upon these, for those lands, or whatever, the State
would probably not be putting it into aninvestment trust fund. Hie State has
other requirements and duties to itscitizens of railroads, schools, hospitals,
what have you, so that is a return; the capacity of doing something now with that
money, not necessarily just whipping it into a bank. But you have to refer that
probably to Commissioner Warwick to get an idea what - 1 should say Carmissioner
Gallagher - to find out what we"re receiving from investments.

(1A)

Rap. Brown: “lhank you Madam Chairman. 1 was not able to attend the Senate Resources
Committee hearing again in Juneau on seme of this (1A) having (lIA) issues (1A) |
think still are (lIA) but I1°m a little perplexed about what exactly really is the
Administration®s position. Is the Administration®s position right now that they

are strongly urging us to approve or bless or whatever this particular land trade

or are they saying that the Administration wishes not to take a position and wants
the Legislature to decide one way or the other?

Smith: I think we can fairly safely say the Administration is definitely behind
this bill. We have been in the process of negotiations for going on, or in excess
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of, nine months right now and until about three days ago, as Senator Poland
mentioned earlier, we had indicated that the Governor was going to consurrcrate

the trade and bind the State to the agreement on March 12, and let the Legislature
indicate an action definitely one way or the other. Ilhat does not at all diminish
the Administration®s intent on fulfilling the terms of the agreement which we
inititaled with the other two parties involved and the only reason we will not

do it is if the Legislature votes it down since the only other alternative would
be that they would confirm the trade.

Rep. Brcwn: You know, you really do change the ball game an awful lotwhen on
Tuesday one week you®"re saying you"re going to do what you®"re going todo unless
the Legislature says no and now you"re saying you"re not going to do what you're
going to do unless the Legislature says yes. There"s alot of difference between
sitting in the Legislature and doing absolutely nothing and passing a bill or a
resolution and it seems to me, at least based upon press releases from the
Governor®"s office and reports in the press the last two or three days, there has
been a change in position and that now the Govamor wants to be almost for
something and if any decision is made, it has to be made by the Legislature and
if there"s anything wrong with the decision, e\en though it was all generated by
the Adrunistration, the Legislature is given a deadline of about three weeks,
it"s all the fault of the Legislature in the event there is a mistake.

Smith: No. On the contrary. I don"t agree with that, Representative Brown.
Rep. Brown: It sure sounded like what the press release said.

Smith: Well, I°m sorry. Press releases aren"t always the best method of getting
information and | believe that that was the interpretation by the Associated
Press which removes it once again from the horse"s mouth. I think what is the
main point which the Governor has said is that because of the on-going tracking
we have done on this, on a legal basis, and because of the amount of effort
involved and because of the very large significance of the trade, that we don"t
want to be in a position of having a trade occur aft"r the Legislature has spent
a large amount of time looking at the trade even .should they decide under the
first scenario not to do anything. We do not want to consummate it with it
still what might be a legal couJd as to whether or not the authority existed.
This, as you realize, is one of the reasons why tlie Governor indicated in the
first place that he wished the Legislature to take® a look at it indicating that
we feel tlie authority is there.

Rep. Brown: In the first place, my understanding is that the Acniinistration

didn"t intend the Legislature to take a look at it at all. As a matter of fact,

in Legislative Council we were constantly in the situation that we thought we

were going to be presented with fait accanpli that had already been completely
finished before we even began the Legislative session and it seems to me that

now, at least the part that was supposed to be direct quotes from the Governor

as opposed to a press release or a re-recording by John Greely, who is a relatively
competent reporter, 1is that even in the direct quotes, the Governor was saying

that "I want you to give me the authority that my legal advisors have told me 1
don®"t need.”

Smith: To try to sum it up without getting into a political argument, 1 think the
Governor has said, as he did three days ago, that we wish the Legislature to look
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at the land trade and the values that it holds for the State, weigh that, look at
the alternatives, and to vote up or down concerning it. And that if the Legislature
votes up on it, that we are going to feel much more comfortable in consunrnating

the trade with the other two parties than we would have, had the Legislature

looked at it and just done nothing. And that, | think, was the purpose in the
change of course.

Sen. Poland: (lA) Representative Brown and Mr. Smith, as you kndm when the Select
Carmittee went to Juneau there was no indication that the Legislature would have

any part of the action and we insisted on it and | was very happy that the Governor
took the attitude tiiat if he were in the legislature, he would feel the same way
about i1t. But he has switched horses in mid-stream here and left us in the position

of, we must either take a positive action or fail. Ihe other alternative, if we
didn"t do anything, it was going to go through so you can see where it does give
us cause to take an extra look at this. I notice that, 1 believe it was Mr. Doby

who said that he was figuring exports as a market for this coal. New | realize
that your department probably does not have a bunch of economists an hand bo give
us all the various types of figures but I can"t help but wonder if you have taken
into consideration if these were converted or used for other performance of (l1A),
if there were worries to get it out if we, a figure based on the oil equivalent
by conversion, has there been any thought to any of this?

Smith: 1"11 defer those pointsto Mr. Doby. | will say that the array of possibilities
of course, 1is quite large. It does not matter, under the terms of the scenarios,
really what the use is if the use is there. Ifsomebody®s going to slurry itout

and take it sortewhere, if they"re taking out 21 million tons a year, it"s irrelevant
as to what they"re using it for as long as they"re taking it out in the quantities
and under the time tables shown in the diart here.

Sen. Poland: Well, for the next 20 - or since the 1971 leases, but after that
there would certainly be a drastic change, wouldn®"t there - when they start renegotiating?

Doby: Tlie optimistic scenario is the 21 million tons a year - was taken from the
Stanford Research Institute study which assumes that tlie coals would be run

through - they "nave two different studies, but that sane type of electric or
slurry process would be used. That high scenario, more or less, that could be in
there. Ihe market for thac amount of barrel oil equivalent within our next period

of time is probably not too good in the State because of our own indigenous oil

and gas reserves and this type of thing. By assuming an export, it means that

really there is a market for itand most people assume that we"re an energy exporting
State - that most of our energy is going to be exported. But reallythe. use of
ooal probably will be barrel oil equivalent to saie type of a slurry. A lot of
people feel that"s the way the coal will go out and we have within your report

(IA) that we"ve handed out, we have the Stanford Research Institute report which
discusses this type of conversion (IA)

Sen. Poland: We had requested that Mr. Cleveland Conwell of Fairbanks (l1A)
Smith: Mr. Conwell is here if you have any questions for him.
Sen. Poland: I would like to have him, I know he"s involved in a coal seimar

that was held in Fairbanks this year and since this subject is directly in"olved
in the trade lands, 1 would liice bo hear from Mr. Conwell.
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Conwell: Can everybody hear me? | certainly will be glad to answer any questions.
My name is Cleveland Conwell and 1"m a State mining engineer.

Sen. Poland: Mr. Conwell. have you ever been asked to give an appraisal of the
land involved in the trade?

Conwell: 1 was asked twice. Once about the 8th of October when | was with Mr.
Smith and he asked me if there were substantial coal reserves in the area (IA)
said there were and then again on the 31st of January I was asked to make a very
quick appraisal of the (1A) valley appraisal that had been made for the Beluga
fields.

Sen. Poland: Did the figures that you came up with agree basically with the
figures in the report that has been presented to this Committee?

Conwell: 1 have seme very defininte opinions of the report that was given. As
far as mathematics, 1°d say yes, | think they®"re correct. But there are other...

Sen. Poland: As far as reserves, what do you think?

Conwell: Well, 1 think it"s a little bit misleading, yes. The report, to me, if

I was reading it without the knowledge that perhaps | have of it, I would interpret
the 10 cents per ton royalty as applying to the trade area. Actually we"re talking
about 10 cents per ton royalty on one specific lease that was granted in 1971 and
that is only on 7,000 acres and that specifically says the approximately 550
million tons of proven reserve coal Which was drilled and outlined by Amex Plastic
Development Company. Of course, they are now working down in the Chalitna area.
And, as Mr. Smith has already point out to you, in more recent times the royalty
has been raised - I think he mentioned 30 cents a ton on any permits we would be
doing and certainly we have the perogative, the Director of the Division of Lands,
to increase that royalty.

Sen. Poland: Representative Brown.

Rep. Brown: What range of royally is, what is the widest range from lowest to
highest figure that®"s common or familiar to those people who know the coal business
in the United States. | mean, is 10 cents nominal, 1is it kind of like a magic
figure like that 12 and 1/2 over any royalty overtures over oil or is it lav...?

Conwell: 1It"s a low historic figure that was used, say, prior to 1969.

Rep. Brown: What other kinds of figures are used by the public, private landowners
outside for royally...?

Conwell: lhe state of Montana recently has raised their royalty to, | understand,
13%:

Rep. Brown: 33%?
Conwell: 33%. And that"s your range. | mean, you were asking for a range (lA)

Rep. Brown: T.iat"s quite a wide range?
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Conwell; It"s quite a wide range.
Sen. Poland: Representative Beime.
Rep. Beime: Mr. Conwell, 1in your estimation what is the (lA) what tine frame?

Conwell: Well, 1 don®"t think the time frame is so bad in this. Of course, Amex
is working on it and they"re spending a great deal of money but I think you have
to sort of look at the political climate before deveilopment actually proceeds. Be
sure who you"re dealing with and then even if all those were settled, the time
frame of actually getting the equipment on the ground, I don"t think we would
actually ha\e a large scale mining - and I"m talking about 10 million tons or
greater - in less than probably 6 years - 1 don"t think we could do that. And |
would say that 6 to 10 year time limit for a major operation is realistic.

Sen. Poland: Representative (lA)
What would you think that climate was (lA)?

Conwell: Well, prime market today, | think, would be for export. 1 think the
markets are there. Well, | know of two markets in the Pacific Northwest that each
supply 4 million tons per year new. There certainly is Japanese, have been looking
for from 2 to L million ton a year markets. And certainly if you go to the ooal
conversion which is the Stanford Research, you"re looking at 100 thousand Joarrels
of oil per day and certainly that will be absorbed into the market with no problem.

Sen. Poland: Representative (lA).
(IA) expiration? (1A

Sen. Poland: Mr. Hackett, were you included when (lA) report that was prepared
Tia]

Hackett: No ma"am.

(1A

Hackett: Steve Hackatt, exploration geophysicist for the Division of (lA) project
for geophysical survey.

Sen. Poland: Are you, you're familiar with the figures that liave been given here,
do you basically agree wi”~h them, with the research that you®ve clone in this
field?

Hackett: “lhe area, in a recent geophysical survey, indicates that the Beluga
Basin area®s quite a bit more complex than had oeen assumed previously. lhere 1is
substantial, evidence that indicates that here is quite a bit of tertiary sediment
in the Beluga Basin north of the Casa mountain fault.

Sen. Poland: What does that mean?



Fishburger; Are you trying to tell me that there"s a bunch of dirt that you
hadn®"t planned on finding on top or coal that you thought you might take out
sometime? You"ve got more problems than you thought you had?

Hackett: Right. | don"t want to get into a technical discussion but kind of a
summary is that the gravity and magnetics in the area indicate that there could be
a substantial tertiary sediment which encloses the ooal and possibly oil and gas
resources within the area of discussion, the trade discussion.

Fishburger: | assume then that the natural question to follow that, is that the
six year plan for (1A) production is possibly higher?

Hackett: That"s completely out of my specialty, of my realm. | couldn™t answer
that.

Sen. Poland: Representative Brown.

Rep. Brown: Madam Chairman, following up on Mr. Fishburger®s question, at least
your statement that you®ve just given us right new, as far as you knew, was not
taking into account, or doesn"t seem to be taking into account in the estimate
study we"re talking about here...

Hackett: 1 believe that this report refers specifically to a coal evaluation and

it does mention oil and gas potential but the survery, as such, just used known
geologic evidence. The areas that | wurk in are more in direct evidence of structure
and basins and mineral accumulation and it"s not, it"s kind of an ambiguous science
is what I*m trying to say and | don"t know why it was not considered in the economic
evaluation of the Beluga Basin. Other than that, I can®"t answer your question.

I ¥ like to ask a question, if | could, of perhaps Mr. Hackett. Are you
saying that the carment you just made in some way affects the known recoverable
resources over there - that we know about.?

Hackett: Right. | think that there"s quite a bit of evidence to indicate that
there is oil and gas potential in Beluga Basin area that has not been previously
considered.

That wasn"t iny question. Is what you"re talking about affecting the 570
million figure that this report speaks of, of tons of kncwn coals?

Hackett: Yes, it could.
You mean, it could reduce it?

Hackett: It could make it greater. The basin outline in actual potential or
possible thickness for Kenai coal group could be alot more than had previously
been recognized.

I don"t seem to be able to get my question across. This is based on known
coal. We"re not talking about what may be out there; we"re talking about what is



there today. 1Is what you"re saying, if we only know that here®s so much now, and
you"re hypothesizing there may be more, it does not mean that what we have put out
here today is not correct as far as it goes.

Hackett: Correct...as far as the ooal resources.

Okay. That, 1  think, was important because that isnot what I understood
Representative Brcwn to ask.

Shaff: Could 1 attempt to clarify a little. | thinkwhat we"re stumblingover a
little bit is a matter ofscale. We Te talking about the Cook Inlet Basin that

has been fairly well defined by aercmatics and gravity studies as well as several
wells. Steve®s work dealing primarily with aercmatic data and gravity data has
recently indicated that the Beluga Basin seems to be of larger magnitude in terms

of depth and Steve might want to predict that depth from these studies and this
report of his in press and he has reported to the Society ofExperimental Geophysicists
this past fall. We"re really talking about a bigger basin. Now, hew does it

affect the hypothetical reserves? Don correct me if | say this incorrectly, but
hypothetical reserves are based at times on a depth of 2500 feet and at other

times on doubling that figure. So, in a sense it does mean in terms of the coals,
that here may be more coal in the Beluga Basin simply because the basin®"s bigger

than we thought it was. But in terms of tlie hypothetical reserves and our estimation,
it may not have that much effect. So, it"s sort of ayes and noanswer but it"s
really a matter of scale, | think, that we"re talking about.

Sen. Poland: Representative Smith.

Rep. Smith: 1"m having trouble following this tale. Sometimes we"re talking
about the Eeluga Basin and sometimes the Kenai Basin and (lA) differentiate that
from (1A) specifically the area he"s talking about. (1A)

Shaff: We came loaded with naps.

)

Hackett: The area in question outlines, first of all, the Beluga Basin is on the
west side of Cook Inlet, water bound by the (IA) faults cuts across the west side

of Cook Inlet and around by Mt. Susitna here, Mt. Beluga, and Mt. (1A) here and

(1A) Basin bound by faults and the black dot here represents (1A) myself with a
survey a couple of summers ago and (1A) help outline the basin. “lhe trade lands

per se that we were talking about are right here in Beluga Lake and what is indicated
from suninary survey is that it was previously believed that the basin north,
northwest of the Beluga (IA) fault was quite shallcw, in other words, less than

2000 feet of tertiary sediment and both gravity rnd magnetic data indicate that
there is a 6th section involved possibly up to 7500 feet of tertiary sediment
sitting over (IA) right through here and Lake Beluga and in summary to just indicate
the technology previously suspected and there is a lot of various potential, 1
think, just a larger basin than previously recognized. Does that help answer or
clarify in very generalized terms.

What does (1A) on the map?
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Hackett: Kenai (lIA) Anchorage is right here Bar Island, (IA) Island, this area
right here, Beluga Basin is about 600 square miles, it covers about 600 square
miles of the tertiary basin per se.

Where®s (1A) go on that map?
Hackett; It"s right here.

You said that an area (IA) in the middle of that is one of the areas that
is the subject of the trade that is proposed, is that right?

Hackett: (IA) trade is sitting in the middle of the basin.

I*m trying to spin my head back and forth and look here and there and back
again.

Hackett: This yellow outline here is outlined on this gravity (lA). Recent
production, oil and gas production, is associated right here (IA) bay. Right in
here, Cook Inlet Basin is defined by this gravity low right here.

IfT (IA) basin is larger than you thought it was, how does that, only a
portion of the basin apparently is involved in the proposed trade...to what extent
does that change the assumptions that have been used by those who have looked at
the trade lands and estimated their value?

On that question, |1 think the analysis of the coal subject based on the
upper 2000 feet of sediment, in other wards, that was considered to be economically
feasible to mine. The point being that (lIA) there is also oil and gas potential
.in the area nd also the basin covers a larger area (l1A) than previously considered.

You mean within the trade area, is that right?

: The trade area is still the same (IA) I don"t believe I can answer your
question.

Smith: Mr. Chairman, 1 believe that Mr. Doby would like to add a comment.

Doby: Let me put on a couple of different hats. This is my geophysicist hat. 1

am a geophysicist by trade so I understand a little bit about gravity and then

I*Il also put on iry chief petroleum geologist®s hat. But first I°Il put the
geophysicist hat on. I1"ve got a ooal hat sticking out here too so if I get confused,
you®" 11 know what"s going on. I just talked to Mr. McGee and within the value of
the ooal in the geographic area of the trade, there®s different assumptions, but
with the economics we"re looking at, we"re assuming about 500 feet for strip

mining and we"re looking at strip mining, really, for economic reasons for this
quantity of coal, producing this coal within 500 feet and certainly the deepest is
2000. Now, the gravity can tell you the thickness of a particular section of rock
and we"re talking about sedimentary rock of tertiary age, which is young, and what
we find in the ooal in here. Now, Mr. McGee had a report of "74 which calculated
that coal underneath the water of Cook Inlet, we had 15 or 20,000 feet of the same
kind of rock and we had trillions of tons of coal in it. But with respect to this
particular trade, the actual thickness, whatever gravity, the variation of thickness



in terms of the trade doesn®t really have a bearing because we"re only mining the
upper, economically feasible part of it - that"s the coal. To answer your question,
except for the edges, (1A) 50 foot on the edge, we don"t know, but I mean, except
for the edges as the basin increases, it shouldn®t have much bearing if we add
another 5000 foot because the calculations then, within this period of time, 50
years, we can only mine so much ooal at a strip mining rate as fast as we can get
it out if the market will take it. Now, the oil and gas, 1 have nothing - anybody
can take their best guess at the value of the oil and gas there. It"s been there

a long time - there"s quite a bit of information (1A) frcm whatever else, | can"t
answer that. Generally, 1 can say is, again as a chief petroleum geologist, the
relative value of that land - it hasn"t been exactly very high, in the past. |

mean, there could be oil any where out there but we simply haven®t seen nuch
activity, much discoveries, much luck and data doesn"t indicate that it"s what we
would call high potential petroleum land and has not been rated as such by ourselves.

an
Question for Mr. (1A
Sen. Poland: Representative Rhode.

Rep. Rhode: 1In other words, if you"ve got, let"s say the coal ceiling was 10,000
feet deep, it doesn"t mean anything, say, belcw 2500 anyway (lIA) we mine it.

Doby: Pretty much in the future. 1Ihe problen is we"re looking at here, primarily
at this time, strip mining, scraping it off to get to it, because we"ve got to
have high volume production to equate the transportation costs and tlie costs of
mining it here and with that type of production, of course, the deeper you get,
the higher your costs and frankly, most people I"ve, at least according to Mr.
McGee, you"re looking at 500 feet for the economic projections we have. We're
looking at economically mining the shallower coals now. Semetime far off in the
future it"s possible that deeper coals might become economic someday but it"s
always tough up here to think about, of that potential (IA)

Rep. Rhode: One more question: ocaning back to this ten cents a ton oil lease,
then, tlie determination of the ten cents could easily be based on the, say, the
feasibility of getting the coal out, would it not be that near salt water were

easy to mine, the royalty would be, say, ten cents or way up in, say, the coal

country or something (1A) it really wouldn™t be worth anytiring, would it?

Doby: That"s true. Actually, tlie paragraph in the report, the whole principle of
assigning a constant monetary value for a royalty, like 10 cents, just is not done
anymore because of inflation. We"re living in an inflationary world and 1 discount
that 10 cents, that dime, at the end of ten years is worth a penny or two and the

rate royalty, a percentage royalty like we have on oil and gas of 12 1/2%, but

this you take a little bit of money and you pay a little bit of money and that"s...the
ten cents a ton is just, | said it in there, is just not very dam good, it just
stinks, to be quite frank. And I hope that we don"t use that type of approach
anymore.

Sen. Poland: Representative C"A)

Who did you say you work for again?



Hackett: |1 work for the Geological/Geophysical Survey.
That"s the State?
Hackett: Right. It"s part of Natural Resources.

Do you agree with Mr. Dbby"s assessment of tlie possible future production
of oil and gas in the specified area there?

Hackett (1A) previously, these statements right here other than all the wells,
all the deep wells that are around the (IA) Lake faults or (1A) in that area so
the only deep control we ..ave in Cook Inlet Basin is out of Beluga, the basin per
se. These new gravity stations here, (lA) this helps to find the gravity field in
the area and very strong (lA) this area has been overlooked by companies and by
the State as possible petroleum (1A).

So you disagree then?

Hackett: Right. | think that the reason why there hasn"t been any interest here
before, we had no data to, or (lIA) of the area other than the activity down where
Paul Gaston was.

You just did this, these gravity studies and so forth last sunnier?

Hackett: Sumner before last. The project (l1A). So, I don"t disagree with Pat"s
conclusions there, other than this evidence indicated that there is additional
possibilities that have never been recognized before (IA)

You completed your analysis much more recently than the time that you did
the survey (14)

Hackett: No, this analysis has been in preliminary form but, to iry knowledge, it
was in our division since last year. | gave a talk in Denver in October summarizing
the study (1A) exploration (I1A)

Mr. Hackett, do you have anyway of determining the potential for oil and
gas?

Hackett: The only way that this type of data can be expanded (1A) drilling and
the same thing with any other speculations, coal (lA), the only way that we can
really get a grip on any analysis of the Beluga land trade is to actually get in
there and (1A) what"s there. A lot of the tools that we use for surface geology
and a lot of geophysical/physical properties to project what"s there, the only
reality we could (IA) from drilling.

Thank you very much.
Sen. Poland: Excuse me, Representative Smith had another question.

do you know offhand if any of this land is



Smith? 1°d have to defer that. I believe my mineral leasing officer, Detro
Denton, is here at the moment. | believe that most of the area of interest is,
as was just indicated, much more coastally oriented in the areas where we have
the two known existing fields, the Nicholia and the Beluga gas field, but 1711
have to check.

Sen. Poland: (1A) anyway, would you core forward please? Representative Smith
had a question here?

Rep. Smith: Is this area under oil and gas lease now?

amn

Denton: 1"m Detro Denton with the State Division of Lands. I'm not sure.l
believe that a part of it is. | expect seme mixed status.We®"ve had a lot of
leases terminate in that area recently. Expiring or terminating. | haven"t
looked at it with that in mind so | can"t be sure.

Sen. Poland: Mr. Denton, were you involved in the firming up of the,

you"re not involved in the policies, but were you brought into the discussions
an this land trade?

Denton: In a very limited way.
Sen. Poland: Were you in fran the beginning?

Denton: The first contact 1 had with, was at aboutthetime theproposal was
made public, a few weeks before that.

Sen. Poland: Do you see any problem in the differenceofmanagement between the
State or private ownership?

Denton: You mnan as far asthe development of the resource goes?
Sen. Poland: Yes sir.

Denton: Yes. It"s always easier and better if you have the land under one
management.

Sen. Poland: And part of these leases would be under the State, those that are
not involved in the land trade, and the other part would beunder aprivate
corporation with the set-up that we have right now if this trade were consummated.

Denton: Yes ma"am.

Sen. Poland: Are there any further guestions? Representative Beime?

Rep. Beime: You mentioned that several of the leases were terminated.ls
there - part of the termination is because they realize that (lIA) region potential
is not there and would feel at this time, this is a second question, weknow

more or lessabout potential leases than at the time those leases were (l1A)?

Denton: ndw we"re spe;iking of the oil and gas leases terminating?

re



Rep. Beime: Right.

Denton: | would say we know more bat leases terminate under a variety of circum—
stances? one is that they abandon them, another is that their time runs out and
they haven®"t got everything put together to spend the money to explore them, and
it"s a common practice in the areas that are being explored in the State now, this
is something that happens all the time, 1is re-leased and re-leased and...

Rep. Beime: (IA) they are (lA) to re-lease them, that"s correct? (l14)

Denton: Yes ma "am.

Sen. Poland: Representative Rhode?

Rep. Rhode: That was my question, thank you.

Sen. Poland: Thank you, Mr. Dencon. 1 would also like to hear from Mr. McGee who
was, as | understand, was one of the authors of the book.

McGee: My name is Don McGee. 1°m a member of the State Division of Geological/
Geophysical Survey. Mr. Ross is my buss here.

Sen. Poland: You were, as | understand it, Mr. McGee, also working on the report
that was prepared and presented to the Legislators with regards to the reserve?

McGee: Yes ma "am.

Sen. Polcod: Were you involved in the negotiating, not the policy, but again, tlie
preparation for the negotiations of the land trade?

McGee: Yes.
Sen. Poland: Early on or...?
McGee: In October, just before the announcement to the public in the newspapers.

Sen. Poland: And you, | take it, agree with the figures that are ir the book - do
you feel that they are a complete picture, that we"re in a position to make profit
judgements is this one of the things (1A)?

McGee: Yes. | think the figures are probably as accurate as we can make them
(1A). Again, | want to emphasize that when we talk about known coals, we"re
talking about coal that has a high probability of being there. Hypothetical coals
may have a plus or minus value maybe as much as 50 or even 75% - the best guess we
have based on our present knowledge.

Sen. Poland: Representative Smith.

Rep. Snath: 1 have a problem with this scale still, Don. When we talk about the
known reserve, | assume they"re in the area that"s pretty well defined here. Does
that same hold true for hypothetical reserves, that when you find a hypothetical
value, do you look at a whole valley or...?

McGee: No sir. Ihe hypothetical value, as we mentioned here, are those values



Woith e that area,
Rep Smith: Roughly within the area outlined by yellow here or...?

McGee: Yes, within the area we"re talking about, the land trade area. |If we go
outside the area, we get much larger hypothetical reserves, much more area"s
involved.

Sen. Poland: Are there any further questions? Mr. Smith?

Smith: | have a question, |1 might, or a couple, I might ask Mr. McGee while he"s
here to bring out for the Ccrmittee, particularly as alluded to earlier by Mr.
Shaff on seme of the reports we"ve seen floating around in the papers concerning
the various amounts of coal to be found and Mr. McGee, 1 knew, is aware of some of
these and 1 would like to ask, without getting into specifics, but do you feel
that, your estimates as published in this report here, that, say, seme of the
amounts of coal and tonnages that have been quoted in the newpapers, do you feel
that these have reasonable bases on which to use estimates following the work that
you"ve done, this type of work in that area?

McGee: This is terminology. [In the paper, the tonnages mentioned were mentioned
as recoverable coal; I don"t know what the word recoverable means. To me, it

means what | would call known coals, coals we can extract within a reasonable
economic picture. Hypothetical coals may, at some time in the future, become known
coals for reason of drilling 17 (l1A) and etc. But at the present time, they"re

not what 1 consider recoverable coal. So we"re talking about two different

things; we"re talking about the coal (IA) and the coal that may be there.

Sen. Poland: And you feel these figures, there may be a combination of the two?
McGee: (14)

Sen. Poland: Recoverable. Do you feel those were put forth and that they"re a
combination of (IA)?

McGee: | think they"re too high to be called recoverable coal. They may become a
hypothetical and a kncwn coal (lIA) combination (lA)

Sen. Poland: Representative Brown.

Rep. Brown: Thank you, Madam Chairman. Smith, when did you first become involved
in the subject at hand?

Smith: The subject being?

Rep. Brown: The entire subject, the subject of the land trade. When were you
first directly involved in discussions relating to it and what land would be
included or not included?

Smith: 1 would say just about a year ago, almost to today.

Rep. Brown: And how would other people within your division answer that question.
Mr. McGee has just said that he became involved shortly before the natter got into
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public press in October and at least another member of that same division said the
same thing. How many members of your division were involved in these discussions?

Smith: Well, you mean involved in the actual discussions with the three parties?

Rep. Brown: Or participating, whether they were participating as advisors of the
represented tie State or whatever.

Smith: Oh, at one time or another, I would say there were several people involved.
As to when, most intense, | say intense when we really began under the initicil
congressional deadline of approximately mid to late May, there were people involved,
discussed at various lengths, not in any great detail, but it would include the
staff, with (lIA) backgrounds. | had talked to Mr. Denton on one or two occasions,
again, not in great detail. Whatever other resources we have, our land people,

our planning department.

Rep. Brow: It just seems very strange to me, we"ve already had two people with
quite a Lot of expertise who work for the State say that they did not become
involved in these matters until a matter of just a couple of weeks before it got

to the public press. New, the way I interpret that, you lvsow, I can only interpret
this is that a policy decision was made first and the defense of the policy decision
was put together afterwards including getting all the technical support. At

least, that"s certainly what it sounds like.

Smith: I couldn®"t agree with you more, Mr. Brown. |If you have taken the time to
read sane of the information that 1 believe was passed on to you by the Governor,
you would have seen that the final decision to go on this was not made until
sometime after the 6th of December and. ..

Rep. Brcwn: That certainly was not the way we heard it on Legislative council.
Smith: Well, I don"t know how you heard it in Legislative council. Since the
State did not enter into any agreements until after the 6th of December, 1 don"t
see how you could feel... 1 would like to explore that, there seems to be sane
problem here. 1°d be very happy if somebody would show me where the Administration
committed itself with respect to the land trade until early December in Washington.
Sen. Poland: | think you"re playing with semantics. It was published on about
(IA) 2%$th of September and announced a public hearing on the 3rd of October and
when we: went down there, Representative Smith and Senator Rader. ..

lhat was November, wasn"t it?
Sen. Poland: Early part of November and. ..
Smith: May | ask...
(tape three)

Smith: ...when the decision was made. Now, I think it"s very obvious that the
proposal which we have right here today that was made public on the 1st of October,



is very, very different from the agreement that was finally negotiated and

agreed to in Washington D.C. I will stand up and say that the Legislative
Carmittee, Select Committee, of which you are a member, was told at that time

that same very significant changes had been made pursuant to the public announcement
and public presentation in early October, which, of course, was a specific

reason why the Administration went public, was to get the information and the

ideas of the public. The memo transmittal said, dated December 6, lays out in

two or three pages what that public input was and precisely how the agreement
document was changed. Among other things, the six townships involved in the

Beluga area which contains the other 75% of the known coal reserves were dropped.
Now, if Mr. Brown wishes to say that that was not a change, that the Administration
had made up 1ts mind before that, I vrould just let the Alaskan public look at

those two things to make the decision.

Rep. Brown: Madam Chairman, X didn"t intend to make Mr. Smith think that I was
cross examining him. 1 was asking questions and just drawing conclusions from
what seemed like the answer to questions had been. | still think, you know, |
think 1 might well end up when push comes to shove, voting for the bill that
new the Governor says we need that we didn"t need a few weeks ago. But I still
just have the feeling that there"s an awful lot about the “~vhole way in which
this was done, is something | just don®t like and I don"t say - see that was
but that®"s just a suspicion. Maybe this isn"t a forum for suspicions but, you
know, if he thinks I"m throwing spears at him, 1"m not.

Sen. Poland: I believe that"s taken care of all the people you had here without
[jAT.
Excuse me, Representative Rhode, did you have a further question?

Rep. Rhode: No. 1 thought maybe we were - I ms going to ask unanimous consent
for a ten minute stretch.

Break.

Sen. Poland: Professor Wolf. We"ve turned the table so we hope that you folks
will be able to hear better. We were unable to get a microphone.

Wolf: My name is Ernest Wolf. | am employed by tlie University of Alaska (IA)
Research Laboratory. | hope that the Committee is not disappointed in my
testimony because how much you like (lIA) more information (lA) or which you
have already gotten or might get better frcm these other people. 1"m no expert
on this coal trade or land trade here. | know I"ve been asked because I%ve
thought a lot about the land situation in Alaska and the resource situation in
Alaska and in the country end in the world. (l1A) pipeline and the (lA) coal
industry will also have to come here (lA) Washington to further make a deal
(IA). A very short statement which I have (1A) to the Chairman and he asked me
to just read this. It is a very (lA) broad statement and it touches on one
aspect of the proposed trade:

"The land along with its resources in Alaska is one of tlie most important
heritages that all people of the State have for individual benefit, as well as
for providing a strong economy for the State. The land trade, as proposed, and
as | understand the situation, would take State land that has mineral potential
and place it in Native Corporation ownership. In return, the land that the State will
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obtain has value for surface products 1lA) which are less valuable than the wealth
represented by the coal potential, [Ihe mineral land, if held by the State, can be
leased to private industry. .As provided for by the Settlement Act, a porbion of
the State"s incore from this land will go to each of the native corporations. Hie
remaining portion of the mineral royalty receipts will go to the State for the
benefit of all people of Alaska. Thus, 1in iry opinion, the State should retain as
much of its mineral resources as possible and make such resources available to the
private sector for exploration and mining - which in the final analysis, will be
for the good of all people of the State and theNation."

My own statement of this and I might add a little for a statement that the
mineral (lIA) surface land (l1A) oooked up by (1A)laboratory (1A) Fairbanks (IA)
quadrangel which has been pretty well mined out (l1A). Newif you want to adopt
these (IA) northern (IA) cost the public an equivalent amount (lIA) agriculture and
3/4 of you who think that"s (1A) 47 years. (IA) at any rate (IA) 50 years anyway.
Now I don"t have a prepared statement. 1°ve got down a number of observations
that I"ve made about this (IA) which we"ve been hearing about today. First, |
think that with all the insights the economists (lA) the economy studies that have
been made. (1A) I think we"re (1A) in fact, we"ve been talking about 8% and 10%
(IA) present value (IA) gold return (IA) land econcry (IA). We"ve got these other
things which (1A) land (1A). Too many labels to really get down to business (IA)
ten cents a ton and 33 and 1/3%. We"ve got inflation, all kindsof things and if
you look ahead (IA) present value (1A) things is practically zero. Certainly (l1A)
resources will be zero if we consider that (lIA) subsidy but before the land (IA)
in 1956 the resources of Alaska had no dice. You couldn®"t get across (lIA) file
for (1A), And I submit (IA) again. (1A) but before (1A) in 1966, of Alaska (IA)
again, the surface value (lIA) drops very rapidly. 1lhe problem is (lA) back off
(1A) land and we don"t have to be economists or engineers (lA). But the basis of
all production and tlie basis of all (1A). We"re talking about land (1A) land (1A)
of gold or recreation or climbing or whatever you want to do. The other thing 1
think we should say is that, as an old mining friend of mine used to say, everything
we have comes out of the ground or off the ground. (IA) We"ve got to have land in
order to keep up our agriculture potential and that"s all that®s standing between
us and disaster right now. (lIA) our farmers (IA). In order to have mining,
you"re going to have to have energy. (1A) of our civilization and our cultural
attainment. And we"re running (l1A) consequences (lIA) people throughout the State,
right off tlie bat (IA). | don"t care what the present value of coal is. It does
supply (lA) people of the Scate and the nation and maybe the world (lA) pass
through to the State. Now (IA) from the State"s standpoint (lIA) mining geologists
and mineral economy (IA) one of the things that we don"t seem to think about is
that (IA) study reduces by an equal amount the potential (lA) and the result of
this in tlii. context is (IA) State (1A) kncwn coal reserves decreases by that
amount the potential for future discoveries on State land (IA) mining engineers on
State Icind than we"ve got right now. Another incidence of high (IA) of discovery
and development of mineral deposits (lIA) takes longer to find than to develop.

(1A) critical factor (IA) requires not related to discovery (lIA) raise production
(1A) rate of production and the result is (lA) state land and reserves. (1A) down
the; road somewhere (IA) We"ve got a few hundred pounds of (IA) here. | believe
the price, 1 think we cc Tld say (lIA) royalty would be the only loss to the State.
(1A) Matanuska field (1A) we"re going to have to have (lIA) probably that first
(IA) the corporation (IA) native lands (IA). We"ve got to realize that we are
(1A) and we"ve got to take care of those needs first .and then we can take care of
the recreational needs and the environmental needs and the spiritual needs and so
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on (IA) got a contract, they had a contract with the Federal Government (l1A)
several times (IA) Federal Government (l1A) contract (l1A). [Ihank you.

Sen. Poland: Are there any questions for Mr. Wolf? Representative Brown.
Rep. Bream; (IA)
Sen. Poland: Representative Rhode.

Pep. Rhode: Dr. Wolf, you mentioned in Dr. Breistline™s statement there"s, he

felt that private industry was being asked to develop these resources particularly
coal (IA). It was my understanding that if this land trade goes through and the
Beluga coal fields wind up with the native corporation, they are considered private
corporations and (lA) private industry was an efficient way to be developed.

Wolf: 1 think what Dr.Breistline meant there was that either way it was going to
be developed by private industry (l1A) incorporated (IA) private industry (I1A)
developed (1A)

Sen. Poland: Representative Brown.

Rep. Brown: Thank you Madam Chairman. Mr. Rhode said, you know, at least it
seemed at the beginning of our statement that you®"re implying that if the land
trade goes through, that the State vould then lose the benefit of ever developing
the resource at all. Of course, Representative Rhode questioned your answer,
points out that"s not really the case. I"m sure that, you knew, and that there
are economically feasible lands to develop in these areas and they"re going to be
developed whether somebody has a lease frcm the state or somebody has a lease frcm
a private corporation or a native corporation or any corporation at all. So I
would disagree with those implications at the beginning of die statement. That"s
al] 1 have to say.

Sen. Poland: Representative Anderson.

Rep. Anderson: You say you work for the University of Alaska?

Wolf: Yes.

Rep. Anderson: And is this the University of Alaska®s position of this?

Wolf: (IA) to that. | was asked to attend this hearing . | got a letter frcm
Senator Poland. 1 think that 1 can say that much of what I®ve said might reflect

an
I don"t see why they should be involved anyway.
Y

Sen. Poland: (1A) Thank you for testifying Professor ..olf. We have one gentleman
here who ha., to catch an airplane and he has asked me if he can testify at this
time and 1711 ask those that are having to wait to bear with us. Mr. Bill Waugeman.
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Waugeman: My name is Bill Waugeman. Can you hear? 1°m president of the Alaska
Miners Association. 1"ve been a ooal miner in Alaska for 25 years. I°m one of
the last of the breed. | think I know a little about it, at least | should. |
have tried bo analyze the situation as carefully as | c<in frcm various and sundry
viewpoints and I, for one, and the Alaska Miners Association®s position on this is
that this trade (IA) regard to the coal land itself. Actually (IA) it"s over the
mental health lands. As far as 1"m concerned, that should go too. What the
people in Anchorage don"t realize, I"m sure, seme of these days, and it"s not very
far off, the Federal Government®s going to come up with a fuel policy. When they
come up with that fuel policy, it"s not going to be good for the oil producers in
the Anchorage area. It may not even be very good for the heme owners as far as
their heating facility is concerned in their homes. We have been using a high
quality fuel in our boilers in this area ever since gas was struck at (1A) inlet.
We®ve been using gas in our homes, too. New this is a high quality fuel that
should never be used in a boiler and my personal opinion is, and it"s the opinion
of many other people in the United States, that it shouldn®t be usedin the heme.
We have Dbillions of tons of coal in the Beluga field as well as in the Nenana
field and the othe coal fields around here. And this is the kind of fuel that we
should be using for boilers. So, it appears to me that one of these days that
fuel office in Washington D.C. is going to finally ccme to the conclusion that
they"re going to have to write a policy and that policy regardless of the public
(1A) something like this. Any place that has ooal available will utilize that for
their own heating and their (1A) and any other place that they can utilize that
fuel. And oil and gas is going to be reserved for a better and higher use. Now,
as far as the Alaska Miners Association is concerned, there are semeother areas
in this area with regard to hard rock minerals that I*m not going totouch on
today. I"m just going to talk about coal. When you analyze that Beluga coal
field, and I"ve prospected in there for about a week 25 years ago, 24 years ago.

I didn"t think too much of the field because it"s too far away from transportation
and too far away frcm the market. Our Administration, our State Administration,
with it"s no (1A) policy has turned off practically all of the investors, especially
the mineral investors, in Alaska and if anything is going to be developed in the
way of coal or minerals in Alaska, 1t"s going to have to be done by local people.
We had our oil for sale and the outfit that was interested in it, decided against
it. | know one of the contributing factors was the fact that they didn"t like
this political climbing of the ladder. We need cheap power-. 1It"s a oold country
and we need cheap heat. We should have utilized our ooal resources. New, frankly,
it is the policy of the Miners Association to get as much of this land into private
hands as possible. Although 1 thought the Native Land Claims Act, of 40 million
acres, | can now see where | made a mistake. Unless we get more land into private
hands in Alaska we"re going to be a poor people. Tlhe only thing that makes wealth
is natural resources. About the only natural resource we can develop in this
country 1is the coal resources which we"ll utilize ourselves and our precious
metals. Why do I say the native corporation should have it? Since the State has
turned off the biggest part of the potential dollars that would ccme in and develop
our State, the only poeple that are going to have enough money to do this is going
to be the native corporations, so if anybody (lIA) these park lands (IA) is fuel,
it looks to me like it"s going to be the Cook Inlet Region, and I think the people
in the Anchorage area should be encouraging, and 1, for one, think it"s a good
idea. Thank you.

Sen. Poland: Thank you, Mr. Waugeman. Any questions? Representative Beime.
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Rep. Beime: Mr. Waugeman, when you"re talking about cheap energy, if the reason
you believe that here in Alaska that coal would be any cheaper than hydroelectric
power, you could put (IA) or out in sore of the remoteareas-that (lA)

Waugeman: 1°m glad you asked that question because that®sone of the things I™m
going to touch on. We put a few figures together on the Devils Canyon Dam deal,
and we estimated that we could build a power plant (IA) developing the same amount
of energy for just the interest cost on that project, basically the interest that
we (IA). So the question is, yes; not only yes, but definitely yes, much cheaper.
That construction cost has gotten pretty high.

Rep. Beime: Madam Chairman, could we have the (lA)?

Sen. Poland: |If Mr. Waugeman has the

)

Waugeman: (lIA) background material? 1 don"t have it with me, but I can work it
up for you very simply.

Sen. Poland: |If you could send that to us in Juneau...
Waugeman: Sure.

Sen. Poland: Wednesday we"re going to be having another hearing on this trade and
we"d certainly welcome it.

Waugeman: (1A) done by a consulting engineering firm (IA) by a couple of our
engineers.

Rep. Beime: (1A
Sen. Poland: Representative Osterback.

Rep. Osterback: Madam Chairman. You said it won"t be too long before we"ll get
tlie bill from Washington D.C. saying that we can"t bum fuel, gas in our hemes?

Waugeman: | predict this to be trie, yes.

Rep. Osterback: How many cubic feet (IA) heme (IA) gas (IA) or whatever you'"re
using?

Waugeman: Well, we"re exporting that in the form of a produce. We"re manufacturing
that. We"re getting the benefit of the manufacturing profit on that and the
utilization of our own manpcwer.

Rep. Osterback: But you"re trying to tell us that we will still ship it over to
Japan but we"ll be outlawed to use it in our own hemes. Notody"s going to give it
to us, we"ll have to buy it. But we"re going to bom ooal cind let them bum gas.

Waugeman: Well, 1 don"t know what (lIA) contract already been let on (lA) this
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sort of thing. AIll I™m saying is that gas is too good to be used for heating
purposes. When you have a requirement for this high quality elerrent for the
purposes of (l1A). There"s dam few substitutes for gas, for petro-chemical (IA)
and if we have a substitute (IA) substitute (1A) that"s ooal. New what is wrong
with building a pcwer plant that can furnish you with electricity to heat with?

Rep. Osterback; That"s not the question, the answer to the question | asked.
We"re going to outlaw ourselves through Washington that we can"t bum gas but
we"re still going to ship it to Japan and what are they going todo? It"s too
good for us to use, but it"s fine for the foreign countries?

Waugeman; Well, Japan uses it for heat because they use it for petro-chemical
use?

Rep. Osterback: That"s the question 1 asked you.

Waugeman: I don"t know. I'm just saying, all I"m predicting iswhat I think the
Federal Government is going to do with regard to a fuel policy for the United
States. After all, we don"t have 15 (IA) of gas return (IA)

Rep. Osterback: Thank you.
Sen. Poland: Representative: Huntington?

Rep. Huntington: | have to kind of disagree with youon your use of ooal potential
on tlie basis that environmentalists seem to be prettysuccessful in blocking all
uses of any kind of energy that has a puff of smoke to it.

Waugeman: Well, actually, when you take the analysis of the coal in the Beluga
field and the Nenana field and well, those two main fields which are both accessible
somewhat to the rail belt (JIA) The sulfer i.. coal, in the ooal, 1is low enough

that they will meet the standards very easily. So the initial standards, to be
exact, are no problem.

Rep. Huntington: Thank™ you.
Sen. Poland: Representative Brcwn.

Rep. Brown: Thank you Madam Chainran. Mr. Waugeman, you indicated that you
thought tha*- the resource more likely to be developed was (IA)a good portion
we"re talking about (IA) regional corporation (1A)

Waugeman: Well, 1"ve - the State, | hope, will never see (IA) they would turn it
over to somebody else.

Pep. Brcwn: I realize that, but I"m saying- in that you (lA) way you introduce
yourself (1A) you apparently feel that it"s more likely to be developed, I"m just
asking. ..

Waugeman: Yes, 1it"s much better (IA) Cook Inlet. What I'm, what 1 really meant
to say was | can see a great possiblitity of the Cook Inlet Region going into (IA)
Now if you"re going to build a tower plant (IA) and put in full (1A) the only way
you can go with that outfit is to have them cwn their own ooal mine. We can"t be
dependent on somebody else for toe coal. So (IA)

Rep. Brcwn: 1 notice that electric rates in Fairbanks is (IA)recently (1A) oil
oenpany that did not own coal resources.



33

Waugeman: Well, that is not the problem in that town. (lIA) increase, that
surcharge on fuel is for oil, not coal (IA)

Rep. Brown: |1 was, if you like playing games there a little bit, but at any rate

I have, after shewing all the disputes (lIA) the Administration frcm earlier questions,
1"d like to at least point out one thing to you. You were talking about the
discouraged attitude of the people and miners and that (IA) in developing an

industry (1A) requirements of the State and the attitudes of the Administration.

I hope you did knew that I did, at least on one issue (lA) the Administration did
withdraw the sale relating (lIA) to the mineral (l1A) act.

Waugeman: Reluctantly.

am

Waugeman: 1 like to be nice, too.

Rep. Brown: That"sall 1 have to say.

Sen. Poland: Thankyou Mr. Waugeman. Now agentleman who"sbeenmostpatient,
the president of the Cook Inlet Native Corporation, Mr. Roy Huhndorf, and his
attorney, Monroe Price.

Huhndorf: Thank you. Chairman Poland, Chairman Anderson and members of the Ccm-
mittee. My name is Roy Huhndorf and 1 am the President of the Cook Inlet Region,
Inc. I had planned to give more than a blanket talk today but knowing that
you"re pressed for time, 1 shortened my presentation. Ihe Cook Inlet Region
Corporation consists of more than 6000 native shareholders.

Sn. Poland: Mr. Huhndorf, in all fairness to you, we think that we"re going to
be able to get a building for an additional four hours tomorrow and | hate to see
you cut your testimony unless you feel that you can do so without harming your
presentation.

Huhndorf: I will be happy to answer all questions that you may want to ask and
perhaps continue with my presentation tomorrow?

Sen. PolandXYou go ahead and take all the time you want.

Hulindorf: The Cook Inlet Region Corporation consists of more than 6000 native
shareholders, most of whan are residents of the State of Alaska. | welcome the
opportunity to appear before you to discuss the document entitled "Terms and
Conditions for Land Consolidation and Management in the Cook Inlet Area.”

I cane here as part of a long journey, a journey to secure for the people of
Cook Inlet Region their land entitlement under the Alaska Native Claims Settlement
Act.

The land that Cook Inlet obtained under the Alaska Native Claims Settlement
Act is its birthright. We must protect that birthright. |If we failed to protect
that birthright, through inside selection of lands, the historical claims of our
people might forever be lost or slowly reduced to nothing. The Region would be
taxed out of existence shortly after 1991. There would not be a viable corporation.

In 1972, after the Act was passed, the Secretory withdrew what was mainly
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mountain tops and glaciers for the Region. The State had already patented most
of the low-lying land in the Region. Virtually all of the remaining low-lying
land was ccranitted to the State by the Secretary of the Interior in September,
1972 when Alaska vs. Morton was settled. [Ihis was done without consultation
with the Region even though our interests were substantially affected.

lhe State had taken the land that the Federal government should have
withdrawn for Cook Inlet Region under the Act.

This was the situation faced by our shareholders for over two years. In
1974, Senator Jackson and Congressman Meeds premised legislative relief for
Cook Inlet Region. It appeared that a just solution could be worked out. On
the event of such a solution, as it became clear that there was Federal support
for our cause, Cook Inlet Region was urged by the Stace to change its legislative
strategy so that the interests of the State®s citizens would be better harmonized
with the interests of Cook Inlet"s shareholders. Ihe Borough urged the Region
to change its legislative goals and remove the Canpbell Airstrip, Point Woronzof
and other lands from consideration in the draft legislation then before Congress.
In effect, the Region was urged by all sides not to look selfishly at its
claims for a just settlement of its entitlement under the Alaska Native Claims
Settlement Act. Ilhe Region was urged to work out with all the carpeting interests
what would be a rational and thoughtful approach in which public needs could be
melded with private needs.

Ihis was one of the most difficult periods in the Corporation®s history.

We were being asked to abandon our past course of action and set out on an
entirely new approach, one where we could be asked, where we would be asked to
put the claims of the Region in the context of the general public interest.

Let me recount seme of the hurdles that this new approach placed in our
way: We were being asked to abandon claims to Point Canpbell, Canpbell Air—
strip, .and Point Woronzof in light of the Borough®"s interests. Wa were asked
to abandon claims to the Swanson oil fields so that the present income of the
State of Alaska could be maintained, we were asked by environmental groups to
abandon claims that would affect the recreational interests, not only of
Alaskans, but of the American public. We were asked to abandon claims that
would adversely affect wildlife liabitats or that would impair the quality of
water. We were asked to abandon claims to lands, even though they were withdrawn
for the Region, because they were located near potential capitol sites.

Hie Region agreed to work for a thoughtful general approach that would
demonstrate that the interests of the native corporations would be consistent
with the interests of the State as a whole. It Nas critical to show that th"
native corporations were concerned with orderly growth.

This approach meant more than eight months of constant negotiations.

Working out a thoughtul solution lias had its physical and mental toll on the
voluntary, volunteer members of our Board of Directors who gave unselfishly of
their own time.

We bargained in good faith. We followed the rules imposed by the State.

I do not think we should be penalized for that. We thought



35

we had reached a settlement last December. Now, Madam Chairman, we fear that
the bargaining rules may be changing after a settlement has beenreached.

To be sure, we are not altogether pleased with the outcome of the settlement.
We have had to shift more than half our land outside the boundaries of our
Region against our will, and only with the deepest tolerance and concern by our
sister Regions. The total surface land to which the Region is entitled has
been reduced. We have agreed to a greater State and Federal role on semeof
our lands than would be the case under the Act.

Our village corporations were required to abandon selections in Lake
Clark. We surrendered claims to other very valuable and important lands
withdrawn for our selection. These are points that are overlooked. It is also
overlooked that the native people lived on and occupied all the low-lying land
in this area. The Act provides that the land for the native corporations
should be similar to village land. Our Region is the one Region where the
State had patented almost all such land for itself.

Also overlooked are seme of the benefits to the State in the agreement.

In the absence of the agreement there are certain hazards for the State. Sane
of the problems faced by the State in the absence of a negotiated settlement
are as follows:

Possible elimination of a steady stream of income to the State from
producing federal fields. Possible elimination of the chance to receive
immediately the Canpbell Airstrip for the Anchorage Borough. The possibility
that the Ninth Circuit or the Congress will set aside the 1972 Agreement
between the State and the Federal government on the ground that the agreement
breached the federal trust responsibility to Cook Inlet Region. Long and

painful litigation for every piece of land to which Cook Inlet is entitled. In
addition and conversely, the State adds substantially to its Statehood en—
titlement. It improves its bargaining position in the upcoming Section 17, D-2

negotiations. The agreement also provided the State with its only coastline on
the west coast of Cook Inlet, south of Tuxedni Bay. More generally, the
agreement seeks to improve land holding patterns from the Talkeetnas to the mouth
of the Kvichak.

Madam Chairman, | want to, at this time, also touch on a few issues that
have become of particular concern.

The first is the relationship between this agreement and the Statehood
Act. | have made it clear to the Chairman that we did not seek an amendment
to the Statehood Act nor did we consider such an amendment necessary to carry
out the terms of our agreement. The House Judiciary Committee in the House
Journal for April 21, 1972, explaining A.S. 38.95.060(b), suggested that subsurface
transfers could be accomplished by three way transfers with the Secretary
of Interior. We relied on that suggestion and on our interpretation of
Section 6 (i) of the Statehood Act. We; maintain that there was no
need for an Amendment to the Statehood Act for our transfer.



We fought to have the amendment removed frcm the Cook Inlet provision of the
Statute. Second, there is the question whether this transfer is a bad precedent.
No Region in Alaska had the concentration of State patented lands that faced

Cook Inlet Region. In the first ten years after Statehood when these lands were
selected by Alaska, the State was already on notice that the Natives had claims
to such land. It is only becausemore than five million acres of lew-lying land

had been patented to the State inCock, in the Cock Inlet Region that the Federal
Government and the Congress looked to the State for participation in the solution.
It is doubtful that this Legislature, this Legislature will find another in—
stance where this is the case.

Third, there is the question of procedures for such land trades. 1 assure
you that we support legislative efforts to make clearer the procedures to be
followed by a Native Corporation seeking to workwith the State. We have suf—
fered because of the lack of suchprocedures. 1 think Cock Inlet did the best
that eculd be done under the circumstances. We think such procedures should
provide guidance cn the follcwing issues:

What steps should be taken to consult with local governments where land to
be traded is in their vicinity.

At what point should the intention of the State to engage in exchange
negotiations be made public and what steps should be taken to notify the public.
What role should the public play, if any, in theexchangenegotiations.

At what point shculd tentative agreements be made public.

What size transfer agreement would be referred to the Legislature.

Under what circumstances, if any, shculd there be subsurface transfers.
And if there can be such transfers, what special procedures should be developed.

How should value determinations be made, particularly for large tracts
where there are no present obvious ways of calculatingvalue.

Fourth, there is the question of the Beluga coal lands. Theselandswere
a crucial part of the bargain. The State precluded all known producing oil
fields. The Cook Inlet Region concurred - if the Beluga lands were included.

We then agreed, after very hard bargaining, to the exclusion of over 75% of the
coal-bearing lands because they had Mental Health status.

I believe this was a fair bargain. | also believe that erroneous figures
have been employed to inflate the loss to the State and the gain to tlie Cock
Inlet Region. The coal in the Capps Glacier lease is not clearly economic in
the short run. It is uncertain that it will be developed before the coal in
the Chuitna lease (coal that remains in State ownership). If that is so, tlie
modest figures in the State geology report /nay, themselves, be too high.

It should also be made clear that the State had already transferred to
private parties the right to extract the coal. If the State lost it"s coal
future, i1t is not because of this transaction, but because of the leases it
entered into sane years ago.

Finally, it h s already been made clear frcm preliminary talks with sane
of the lessees that Cock Inlet will not be able to profit frcm the coal unless
it contributes, through capital, to the acceleration of development. Our feeling
is that we will be a good and helpful partner as lessor; better, we think, for
the economy than the State as a partner.

(tape four)

And finally, Madam Chairman, | wish to summarize by saying that this agree—
ment is a difficult and complex one. It represents months of negotiations, of
consultations with the Anchorage Borough, with the various interests that are
involved in the future of Alaska. It has been praised by Congressman Don Young.
The Alaska delegation unanimously supported it.
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It passed the Senate and House of Representatives unanimously. I am glad
that tin agreement is the subject of these discussions under your careful guidance.
I am glai that questions as to the Governor®s authority will be clarified by the
Legislature®s action. Many technical questions will arise as you go through your
process of deliberation. We are ready to answer those questions. Our very future
is at stake. We have done everything that we think could reasonably be expected
of us. We axe new asking for ycur support and approval.

Sen. Poland: Thank you, Mr. Huhndorf. Are there questions? Rep. Beime.

Rep. Beime: Madam Chairman. Mr. Huhndorf, in your testimony you refer in one
place here to where the State (lIA) transfer to private parties like (1A). Could
you expand on that?

Huhnsdorf: 1I"m referring to the existing State leasing procedures (lA) so that
the prospecting firm that"s going to lease (1A) fixed a (1A) royalty (1A). 1
believe the figures are ten cents a ton.

Rep. Beime: Does that mean then that if agreement is negotiated and you became
the owners of this land (I1A) anything lease which now is in effect will remain
in effect and you have to honor any negotiations that have taken place prior to
this.

Huhnsdorf; We believe that it is necessary (I1A) lease.
Rep. Beime: Hew large a portion (IA) that lease?

Huhnsdorf: 1 believe the entire tract in question is under some sort of computer
contracting firm (IA) leases or leases themselves. Our geological consultants
indicated that (1A) 1 would have to get the actual map and look at it but it
appears the entire area in question would (1A) same preliminary (l1A).

Rep. Beime: Mr. Huhnsdorf, that means that you actually have purchased a land
lord"s rights, probably negotiations (IA).

Huhnsdorf: That is essentially correct.
Sen. Poland: Representative Brown.

Sen. Brown: 1°d like to follow that up. In your statement, you stated that your
understanding of, | guessthr economic development of coal in that area was the
developers or the people who have the leases might not be developing it but for
future capital from - in your case, if the swap goes, the Cook Inlet Regional
Corporation, if it is your understanding, have you been advised by those you
consulted with that this is the case? Did | understand you?

Huhnsdorf: Yes. It is expected us (IA) to inject capital. We want to inject
capital and (1A).

Rep. Brown: Well, there®s at least seme roan for speculation that if the land
remains State land, theremight be sane problems developing over coal resources (lA).

Huhnsdorf: 1 can"t speakto that.



38

Rep. Brown: 1 notice on page fcur of yair statement you said that the Cook Inlet
Region surrendered claims to other very valuable and important land withdrawn for
it"s selection. Can you give us one or two examples of that?

Huhnsdorf: One example is approximately seven townships in the upper part of the
Susitna-Matanuska Valley that was withdrawn for Regional selection (1A)..
another area (IA)..

Rep. Brown: What are those townships (l1A).

Huhnsdorf: There®s basically only lew-lying lands that cane to us under normal
withdrawal the Secretary made to us (IA) The other lands include the West side
of the lower inlet about (lA). We desire to obtain those lands, therefore, we

agreed to have the Secretary handle this withdrawal for us.

Rep. Brcwn: Have you already, have you made an irrevocable decision in re—
linquishing these claims (IA) position (IA) so that you wouldn®"t be able to go
back and regain these claims without a lot of litigation and problems?

Huhnsdorf: The Statutes of the U.S. Congress guarantee that our rights will be
re-established if the State (lA).

Rep. Brcwn: 1"m very interested in, in the carments that yai had in your state—
ment on page six where you said that the Cook Inlet Region had suffered because
of the lack of procedures for dealing with these trades. |1"m sure you might
have heard under my breath (lA) Osterback, he"s suffered too. He"s seen seme
of the pusliing and pulling going on between tlie administration and the Legis—
lature recently in this regard. |1 find the carments you make on pages six and
seven very helpful, but, at least as far as 1°m concerned, those address the
things that 1°m most disturbed about in this land trade. In my view, at least,
many factors that - the things addressed in your statement are also sane of tlie
political realities regarding (lA) have done and other tiv'ngs that at least
make me tentatively support the land trade. But, | am very distressed about
seme of tlie procedures that were fol. owed by the administration and the lack of
procedures and, at least what looked to me, like a lack of any involvement of
the Legislature (1A)...if you were disturbed about something like (l1A) adminis—
tration, they were addressed to the procedures involved and 1 would not attempt
to express an opinion on the substance of the trade itself. | suspect that we
might have to, or we should go a lot broader in the areas of those things
discussed on pages six and seven so that rather than just involving issues
involving likely trades with native corporations, but other matters involving
unilateral dis..., you know, prejudicial disposition of State resources by the
administration with no Legislative input. That sort of thing could be addressed
by (1A) and | thank you very much for your time in that regard.

Huhnsdorf: I would ask, Madam Chairman, that all (lIA) Monroe Price our legal
consultant in this matter (IA). He has been intimately associated with all of
the policy (IA) documents that have been written inviting the trade and if
there are questions that you want to ask him after I"m through, 1°m sure that
he"Il be happy to answer them.

Sen. Poland: (IA) 1 had a question for you, Mr. Huhnsdorf. You know, this
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consistent mention of the possible and probable Legislative relief that the U.S.
Congress would provide for Cook Inlet in the event that the State didn"t take

any action here. You probably have an idea of what that might entail. Would you
like, perhaps, to describe generally wiiat you could expect in a settlement with
someone other than the State?

Huhnsdorf: 1t would be difficult for me to say what would happen in the event
thao the Federal Government had to, Congress had to determine (1A) Cook Inlet on

the grounds (lA) State participation. 1 can only say that our position, in my
mind, is stronger than (1A). 1 say that because if the State, with the State
new trying to participate, (lIA) feeling I™m sure is (IA) 1 don"t know what

view Congress would take of that (1A) they could simply write that off as possible
(1A) without paying as much attention to (l1A) as they did (IA) personal. Maybe
it s wrong, maybe that®"s not the case, but I know last spring when tlie (l1A) was
going on in the newspapers in Washington (1A) Congress was paying a lot of
attention to the Anchorage Borough and to the State, and I"m not so sure that
they"ll do that next time.

Sen. Poland: You say that they wouldn®t be, in your opinion, they wouldn®t be,
they would be less sympathetic to the State®s needs if the State doesn"t con—
clude the negotiations.

Huhnsdorf: Right. Well, and I don"t want that to sound as a threat. 1 don"t
mean it as a threat. | just think that the situation, if the State (l1A)..because
for very real economic reasons it is inpossible. The Congress might not feel
that way.

Sen. Poland; Representative Huntington.

Rep. Huntington: Mr. Huhnsdorf, 1°m very sorry to see this situation here (IA)
football, but, at the same time, the agreement you have with the State now, the
negotiated agreement, do yew feel that your Region will become completely
satisfied if there was no alternation to that agreement and it went through as is?

Huhnsdorf: Yes, sir. | believe the settlement represents a carefully balanced
and carefully calculated working out of all the differences and kind of like (IA)
so that I would say, that yes, it is a very finely tuned agreement for all three
parties are in basic agreement. 1 think that would be the situation.

Sen. Poland: Senator Rhodes.

Sen. Rhodes: Mr. Huhnsdorf, 1°m a little bit curious why, especially with re—
gard to tlie Beluga lands, the Cook Inlet Region would be terribly anxious to
accept them. There are leases on all the lands. Tlie royalty on those leases
is extremely small, the State literally gave those lands away to the detriment
of the taxpayers and 1 can understand the State wanting to transfer that land,
and 1°m curious as to why or possibly hew Cook Inlet envisions it will manage
these lands to the best of it"s corporate ability.

Huhnsdorf; We, as negotiators, are taking into consideration the fact that,

under the existing Federal withdrawals, no more than six townships, if that, of
land were available for Cook Inlet, that would satisfy the (1A) under this agree—
ment, there are twenty townships, and that, to my Board of Directors, 1is very good
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leased or not, the surface value had a lot to do with decisions (lIA). The very
fact that we were getting land surrounding (1A) and these lands were low-lying
(1A). That was one of the big considerations (IA).

Sen. Rhodes: Madam Chairman, I have one more question. In considering the
value of the portion of the Beluga coal fields that would be conveyed to the
Cook Inlet Corporation, has the spector of increased taxation 011 resource
taxation, on these lands been considered by the Cook Inlet Corporation? The
lease royalty is extremely low and there is a possibility that there may be
additional increases at some point in the future in terms of (JIA) Was this
taken into account by the Cock Inlet Region and, if so, what was your analysis
of i1t?

Huhnsdorf: Yes, Senator, it was. AIll | can say to that is that we do ourselves
a good favor. We see the potential for (1A)under the (IA) we feel we can take
our chances.

Sen. Poland: Thank you very much. Representative Beime.

Rep. Beime: Madam Chairman, may 1 just ask one question (lIA) clarify my (1A
on coal (IA) a certain period of time and then we support the possibility of
coal not really being (lIA) for use for a long period of time, wouldn®"t it be
a possibility that those leases will have to be renewed and that (I1A) re—
negotiated .

Huhnrdorf: That"s a possibility.

Rep. Beime: What would be your estimateof the time frame if we ever do use
this coa] for energy, when would that be?Hew long a period of time?

Huhnsdorf: | would agree with most estimates, tlie time frame would be (IA)
early 1980s (1A)

Sen. Poland: Mr. Huhnsdorf, 1°m going to ask you a question that you and 1
have discussed so | know the answer, but the reason I"m asking it is for the
benefit of the Committee and the audience here is that, the first time that the
select Beluga Cornnittee met with the State, tliey said that Cook Inlet was not
interested in the coal - you do intend to draw out the coal?

Huhnsdorf: Yes, we do.

Sen. Poland: Thank you. And I also wishtoexpress my appreciation and I™m
sure other members of the Committee here, onycur thoughts on amending the State—
hood Act. I know from earlier discussions with Mr. Huhnsdorf that this was true

from the very beginning. They did not feel (lA) was needed and opposed and the
State new tells us that they didn"t feel it was needed either. We"ve now been
left with Congressman Young wearing the hat of amending the Statehood Act, and
I intend to talk to Congressman Yeung because | don"t believe he dreamed that
idea up by himself.

Hulinsdorf: Madam Chairman, we know that the Dept, of Interior wished that (lA)
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Sen. Poland: I think you®"re exactly correct, Mr. Huhnsdorf. Representative
Brcwn.

Rep. Brown: Mr. Huhnsdorf, Senator Rhodes asked you sane questions about whether
or not the (IA) tract is considering (IA) subject to the leases that most people
in the State have had a relatively low royalty. But you also said, 1in your
statement tiiat the Cook Inlet Region may well be, you"d be putting capital rather
than just asking or (lA) the people with coal (IA) leases into contingency
development and maybe as a suggested and speculated answer to that, one little
bit of leeway that you may have that the State does not have, is to re-negotiate
those leases and getting higher (IA) if you®"re offering the developer capital

to aid the owner in development of the resources so in addition to the question
of renewal appearing, it also gives the idea that you"re entering into the
business transaction involving diffusion of capital, might veil end up re—
negotiating the lease. | would be reluctant to (IA) capital basis myself.

Sen. Poland; Are there further questions for Mr. Huhnsdorf? Representative
Osterback (1A)

Rep. Osterback; Yes, Mr. Huhnsdorf. Hew, 1 still can X get it clear, hew long
will the State lease, if you do get the land? Will they expire in five years
or two years or (lA) they expire based on the lease (lA)

Huhnsdorf; The leases are written in such a way..l"m not quite sure | under—
stand that legally, but they"re written in such a way that the holder can vir—
tually perpetuate his lease holdings and there really isn"t too much other than
re-negotiation to sane degree that the holder of the lease can do. And 1 knew
I told you at the proceedings that we will be the administrator of the lease,
we will negotiate to the extent that we can to improve any detriments that we
might be able to (IA) of the leases. But, again we don"t see any real way of
breaking the State"s contract with the existing lease. We have not sought to
do that, nor do we want to do that. We think that (IA) and we"re prepared to
live with that and do the best we can.

Rep. Osterback: Thank you.
Sen. Poland; Representative Cotton.

Rep. Cotton: Thank you. Mr. Huhnsdorf raised the question in his testimony
that 1 have for Mr. Smith and he brought up the question of, if I ca*™ ,rect
the question to Mr. Smith, the question of the procedures for such ; _jdes;
and, apparently the legality is somewhat in question whether the administration
can do it by themselves without the approval of the Legislature and this is still
in question, 1 assume.

Smith: (1A) The administration, after looking at the Statutes (l1A) particu—
larly the Statutes referring to Title 38.095 (lA) code permitted the same type

of trade for the purposes of consolidating land ownership and management that
v.&s alluded to in Section 22(f) of the Claims Act. In that Section of the Claims
Act, Congress gave the Secretary of the various Federal agencies the right for
making this type of trade for land management and ownership consolidation pur—
poses. Two months or three months after that bill was passed, the State
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Legislature passed the Statute | just made reference to using seme of the exact
language of the Federal Act. So that it is cur feeling that this trade dealing
those criteria does not meet this Legislative context (IA) approval frcm a legal
standpoint, 1 believe the Governor (IA) made clear (IA) a couple of things. One,
it 1s a very large land trade - it does effect a sizeable amount of acreage and
in the vicinity of 50% of the State"s population and, as Senator Poland indicated
that she and the Legislators would like the time to review, that was a very
important feature. Secondly, and this was brought out again this week, he feels
that the people have raised questions about whether or not such trades as this
are legal whereas he feels that they are. He has said to the legislature, while
you are looking at this trade, if there is any question concerning the legality,
we want you to vote on it. If you approve it, we feel that you approve tlie trade
and having gone through that process, what with the addition of the adminis—
trations the last year, let us sit down and make sure there®s no question about
the method in which future land trades will be conducted; because, | think we
feel quite strongly, having looked at what has happened during implementation
(1A) that future land trades are going to be absolutely necessary if we"re to
have the type of action passed that are needed. They"re probably aware that
selections have occured right in the heart of two of our State parks and there
has been an indication, certainly by the Legislature initially, that they felt
these suitable (IA) set aside for park purposes. So, if there is to be a trade
out, the administration is working with the Legislature. (lA) have by the ad—
ministration can testify these procedures on hew the Senate (lIA) can set up seme
type of bill, perhaps emerge after the Legislature. Address (1A) trade (IA)

to make sure that all agree in the future on this question of is i1t legal - what
is precisely, the way to go about doing it no more is in question.

Rep. Cotton: Okay, I just have one further question. | wanted to know..1in

that case, | just interpret frcm your previous testimony and Ccnmissioner
Martin®s previous testimony that this trade is going to kind of establish a
precedent and 1 just wonder, and again, the point that Mr. Huhnsdorf brought up,
what size transfer agreement should be referred to the Legislature. 1 mean,

do you feel that that would be included in any legislation? Do you think that. ..

Smith; Well, it"'s (IA) that the Legislature at seme point has a need to decide
something. I think it would be an appropriate thing to view. | think | can say
safety that 1 don"t view the type, certainly not the complexities of the trade
such as Cook Inlet aid would feel (1A) something that was moving on the rise
with the exception of the D-2 property because the landowners stated that al—
ready (1A) Claims Act which would be more or less between the State and Federal
Governments (1A). 1 would emphasize the point that, yes, this is a first time,
it is a pilot operation. | can safely say that it is the, by far the most

drawn out, the most meticulously discussed and negotiated trade that affee"s
State land. Many of the others, because of political necessity, (lA) just larger
had to be done much quicker. For example, the State"s monumental land selection
four years ago last month. That probably could never have gone through what was
gone through today. (IA) The Governor had indicated that public process and the
opportune *y for people to review, | mentioned earlier is subject to change,

this is the process that we (IA) is appropriate (IA) frcm what we"ve just done
and trying to look ahead with the help of the Legislature to set up a proper
course for the next (IA) inpossible. But this is the first attempt to do it.
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Rep. Cotton; This is kind of a unique trade. 1 think most people agree to that.
I mean, a unique situation. Other than the upcaning deed to the possible nego—
tiations of those lands, do you have anything else in mind in the near future?

Smith: Well, as example, (lIA) the most important (IA) that | foresee on the
horizon are considerably smaller and just a minuscule amount compared bo this
one. There will be hearing later on in the month concerning proposals about
somewhere between sixty or seventy acre land trade in the Yakutat area. We have
(1A) selected a (1A) State park(lA) the village is included in that, up to two
townships of land or close to it in this or close to the Chugxak forest right
beliind Anchorage. We have a number of situations, we have been approached by
other people and corporations who, looking at their land patterns which by

the formula in the Claims Act (lIA) land ownership pact sane anticipate the
same thing. We"ve got the (l1A). We Ve got the land, perhaps we can work to—
gether. | believe (IA) the State will be involved in for many years obviously
recognizing the (1A) the Claims Act was passed, and it"s starting to core heme
to us new. | think you realize the reality of the situation.

Rep. Cotton: |In other words, then, if we would establish somewhat of a precedent
here, in the future, smaller trades that you mentioned there that the Legis—
lature probably wouldn™t ccme into participation in those cases.

Smith: Yes, that's the present criteria. With sanething like the Yakutat
situation, first, perhaps, long public hearings will be involved there. This
is (IA) attitude (1A) this is why the government. (lA) Legislative point of
view (I1A).

Rep. Cotton: Okay.
Sen. Poland: Representative Anderson.

Rep. Anderson: | became concerned here, Mr. Smith, when 1 was told by one of
the Bristol Bay Native Corporation officials that they had not been notifiod of,
or that the State had failed to notify them cf what was really going on. |1
read about it in the paper and wasn®"t too concerned because | naturally assumed
that the State had made it"s contact in Bristol Bay and would assume, since

I represent that district where land is being talked about being traded, and the
Chairman of the Resources Committee, | felt that I should have been notified, |
mean, of the up-coming decisions that were being made. | think it was sloppily
done and | think that both tlie Senate and the House Resources Carmittee members
should have been notified of what was going on and | think it"s causing the
Cook Inlet Region seme very serious concern now because of tlie sloppy manner in
which it was handled. 1 think that"s why I object to the...l wrote a letter

to the Governor expressing my concern and I also sent a copy to Senator Poland
stating that we certainly hope that in the future, seme method of alerting the
appropriate committees in the Legislature, or at least inform them what they
intend to do. 1 think that may interest in the area is also, with the position
that | have as Hcuse Resources Chairman in the Beluga area, we"re talking about
sub-surface minerals that the State is entitled to and we cught co take a very
close look at that. 1°d be very greatly, | mean, 1°d be very happy with what
Cock Inlet"s been able to do - they"ve ccrre down to Juneau at great expense -

I knew they"ve spent an awful lot of time doing the job that I think the State
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government should have been doing and speaking as (lA) what"s happening. And
I think 1°d like to compliment Mr. Huhnsdorf whose been extremely patient and
I hope he won"t be too - | hope he"ll be patient a little bit longer because
we do intend to lock into this a little bit more.

Smith: I would like to say that, in respect to the area you represent and the
Bristol Bay Native Corporation, the only impact on the area with respect to lard
ownership would be possibly twenty-five (IA) of land which the State (IA) title
to and the State, under the Statehood Act, has a right to select land. The
State, because of (IA) really not involved in land selection since the Claims
Act was passed. That"s like trying to tell (lIA) what the State policy should
be with respect to the public process of selecting future lard. 1 think the
extent to which the State is required or obligated to (IA) select lands for
public trade, in a way, that"s something we shculd very much discuss..what I™m
trying to say is we are not in any way (lA) in the area, we were, in fact,
putting State preference in the area (lA) nine days before the public hearing
was held that the Div. of Lands (lIA) each and every legislator in the State of
Alaska Legislature gave notice of the piblic hearing, when and what it was, aid
where it was going to be held and two days before that time all (lIA) President
of the Senate and one or two other hearings of the Legislative Council which
was going to be meeting in Anchorage and they made an exclusive offer to give
them full and complete agreement concerning the matter and only after Repre—
sentative Cotton showed up at the meeting. So, to tlie extent that you feel
that the legislators are not contacted, I think I can say that the administration
made a two phase attempt at that time to bring the Legislature on board, and it
was not until the following month (1A) made through Legislative Council that

we were even aware that the Legislature had been (lIA) because as | say, we had
tried (1A) unfounded. But | agree (LA) mentioned before that (lIA) good outcome
of this whole process may be the codification of the process in the future
which both the administration and the Legislature would proceed along in tlie
accomplishment of any future land trade.

Sen. Poland: Representative Kelley.

Rep. Kelley: Yes, earlier, Mr. Smith, earlier in your testimony you stated tha.
the lands in the Beluga coal field which are not in this land swap, talking to
the people that have the leases, that they felt those areas would be developed
first, is that correct?

Smith: Yes, (1A

Rep. Kelley: Okay, my question is, that when speaking to them, that, at that
time, did you ever speak to them about the possibility of this time fram, being
reversed if, indeed, the land swap was to go through and the Native Corporation
did, 1indeed, go partnerships with them in developing those leases? Would that
reverse, you seem to be very strong on the feeling that the others would be
developed first and | can see a very strong potential for the opposite happening,
that the land. ..

Smith: 1It"s hard to say exactly frcm (JIA) hew they view the operations. They
expressed apprehension to me early when we made the State proposal public, we
talked to them, let them knew that we"re interested in protecting (1A) and they
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indicated a bit of apprehension there that they might in sane way, 1in both

cases, through future capital or (lA) whatever, be pressed into a (IA) developing
their operation and we assured than that they were the lessees, in both cases and
it was strictly up to them to take (IA) position or (lA) land owner (1A). A land
owner might be, such as Cook Inlet (1A) mitigated (lA) indicated attanpt to

speed up development of those areas (IA) area | could not say right new whether
,1A) measurable effect on that land to develop (lIA) economic basis (IA) develop
(1A) assumes that the leases (lIA) would be developed first and we made the
assunption that the State holdings would not be developed so we"ve given you the
worst scenario in that respect (IA)

Sen. Poland: Any further question for Mr. Smith (1A). Thank you very much,
Mr. Huhnsdorf. Dave Jackman.

Jackman: Maiam Chairman, 1 appreciate this opportunity to appear before you.
I"m David Jackman, State Co-Chairman of the Federal State Land Planning Commission
for Alaska. | want to first review the actions of the Commission with respect
to this lard trade and make clear that the Commission at this time has nothing
further to add regarding subjects of the land trade and then, second, to offer
seme of my, sane thoughts on this trade that are solely my own. And I want to
make this clear too, today, at this time. The Caimission was presented with

the rudimentary outline of this land exchange at one of it"s earlier meetings
which occured during the period of time that tho Omnibus Act was being debated
before the United States Congress. They communicated their views of general
approval for this kind of a land trade effort. 1 think there are many of us who
were concerned that when tlie Alaska Native Claims Settlement Act was passed,
that it liad laid the groundwork for, you might say, the callous dismembering

of tlie State of Alaska - that if anything was to be gained in the long run, it
required the greatest of efforts of all tlie parties involved, State, Federal,
and Native, and try to make the best of what on paper looked like seme rather
unreasonable or unrealistic land patterns. The Commission viewed this proposed
trade very much in that context, as a very highly motivated effort to try to
resolve these kinds of problems which are likely to occur time and time again

in the next few years in this State. At that time, tlie Commission did not have
the ability to, given the other issues before it, to delve in great detail into
the substance of the exchange and they have not done so as the meeting is ad—
journed today. But they did authorize me to say, and took formal action on this
yesterday, again, supporting legislative reform, State law legislative reform,
which would set down guidelines and procedures and standards for trades of this
kind which would make, hopefully, a, would set a pattern so that important
trades of this kind can be formed where there is reason for them, to move away
frcm the strict equal value cash appraisal type of judgement to sometiling that
can successfully lay out the benefits in cost in a way that will make these
trades possible in the future.

That was the conclusion which the Catmission reached and that is the re-
ccnrnerdation that I bring here today.

Second, on my own thoughts regarding tdiis exchange, | want to say that I
have the utmost respect for tlie efforts of all the parties that are involved
from (1A) very much fran the sidelines, | have been impressed greatly with the
diligence with which and the good faith with which the parties have bargained
and for the overall integrity of the entire process. | think that the Alaska
Native Claims Settlement Act must be, we must remoriber that it was a Federal
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settlement and | refer back tc the remarks of Mr. Huhnsdorf has just made;
therewere many unfortunate aspects of that settlement as they affected the Cook
Inlet Region. The State, | think, wisely took notice of this and made every
effort to cooperate in a wise and more just resolution of these claims. But

I think at this junction, tlie State must look at this as eventually a land trade.
The authority and the guidelines that are laid ait in the State naw, the law

now speaks of equal value. Perhaps not equal value in a straight cash sense

but the State, whatever the Federal failures in implementing the Settlement

Act, they were Federal failures. | would submit that the State was not morally
culpable in creating the situation in which Cook Inlet found itself. | want
today to very briefly lay out what | see as seme of the issues which have not
yet been addressed. | think I can put your mind at ease - I"m no expert on

coal nor do I intend to address (lA). As a matter of fact, and 1"ve studied
over this agreement, the Beluga coal field aspect seems one aspect that is least
subject to question, (l1A) my mind.

But 1 wculd like to try bo note seme issues that | think raise questions
that must be answered before any of us can strike that final balance sheet.
Ulere is uncertainty involving this land trade, the count has been made several
times that a lot remains to be done, that in a sense the selection period has
been extended for two and a half years and that"s the first point 1°d like to
make. I hope these questions can be answered, but | think there are major ones
that we have to address. The extra-regional selection rights, as I"m sure you
know, Cook Inlet has an opportunity to take another two and a half years to
look at available Federal lands outside the Region and ncminate lands that may
be desirable for it to select, and also 1t can select up to about thirty town—
ships of those lands. This provision underlines the basic theme of what I"m
trying to say. It is very, very difficult to appraise what the ultimate effect
of that provision will be. To begin with, those lands, absent this provision,
would be lands the State could select. So there"s clearly a cost involved to
the State of Alaska arri Cook Inlet and that®"s the provision in the agreement
of extra regional selection rights. Let me explain that. These lands can be
drawn frcm tlie so-called 17-0-1 lands or what remains of the public dcmain
lands outside the region. The State has up to about, | think around thirty-five
or forty million acres left to select in the Statehood Act entitlement (IA).
Now, it"s probably reasonable to assume that Cook Inlet will act in a rational
manner and will try to find lands that will have high resource value, perhaps
not just developable resources such as coal, minerals, oil and gas, but law-
.lying lands that may have other attributes that make than desirable. One of
tine main motivations of this exchange was the; otherwise, they would wind up
with mountains and glaciers. So, they"re going to be looking for desirable and
valuable lands and | only note this as a cost, or a loss, that has to be add—
ressed In the equation because in effect, your displacing thirty townships
that might otherwise rank fairly high in the unfolding schane of State selection.
And the loss in value, in my mind, would be roughly equal to the difference
in value between those thirty townships off the top and the last thirty town—
ships the State would otherwise be able to select in this thirty-five or forty
million acres. And if that value were only $50 an acre, you're dealing with an
order of magnitude of $60 million, so it is not an insubstantial consideration.
On the other side of that question, and there is another side, it"s quite
possible, 1 suppose, that the United States Congress should decide that they"ve
had enough of State selection and that all Federal land should be closed to
State selection, that States shculd not be allowed to fulfill 1t"s entitlement.
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If this happens, there will be no loss, clearly; but 1 think that it would be a
rather unlikely course of events.

Ihe other thing that vrorries me about these extra regional selections, and
there may be answers, |1 hope that there are, is that we have, within the Region,
tried to consolidate land and improve land management patterns. But by creating
the prospect of extra regional selection, thirty townships which can be selected
in tracts no larger than one township, we create the prospect of several new
isolated tracts of private lands scattered around the other areas of Alaska
which nay create land management problems of the very type we"re trying to
avoid to begin with. It"s very difficult to knew. They could all be consolidated
in a single block in a very logical way, but they could be scattered in thirty
separate tracts hither an yen across the State. So, all I suggest is there is
a trade-off there that should be addressed.

There i1s a township pool a six township pool that will be created on land
within the region and it"s, the way | understand this agreement, if Cook Inlet
desires, they can move any of those out side the region selection site into
that township pool and take them within the region where the lands will tend to
be more valuable - higher value land. As a matter of fact, the agreement sets
forth an acre equivalency standard for those six townships of land based on a
rough rule of seme value of an acre being worth $500. So 138,00 acres at $500
an acre, again, is on the order of, 1 think, $35 million. New, a lot of these
lands would have been available perhaps for Cook Inlet to select after this
agreement. There would have been surplus Federal property under (lIA) of the
Settlement Act. There are five categories of lands that could potentially wind
up in this category - in the pool. As to two of them, | think they would
otherwise have been available so there"s no loss to the State there. But
there®s at least a potential of loss in terms of the other three categories
that after this agreement, they would have been available for State selection
and they are in the heavily impacted area, the northern Cook Inlet area and
then converted back to land (1A). The other side of that coin is that (lA)
region selection pool, the State has insured itself the right to consult the
Secretary to strike up the 1500 acres. I"m sure that Mike Smith has explained
these things to you so, again, rry concern isn"t that it"s a bad deal - but it
is unclear what kind of deal it is - that it"s very, very difficult to anticipate
hew that will unfold and what the magnitude of the cost nay be to the State.

Seme of the plus factors that have to be noted. The Kameshak Bay land is
cne of the few stretches of coast line that is available on the western Cook
Inlet shore. The Mulchatna lands, the Talkeetna lands, no one would gainsay
the value of those lands. But even though it"s a complex trade, what it boils
dewn to within the region is this; the State®s giving up twenty-one townships
of land on the Kenai Peninsula and northern Cook Inlet in exchange for fifty-
three townships in Kameshak Bay and Mulchatna range and the Talkeetna mountains
plus the other factors that | normally term in the extra regional selections.

I think the other thing that"s been a recurring theme in the testimony
here today is what"s going to happen, what kind of risks is the State running,
or is the State running now, and they"re very real. 1 think that Congress has,
in a sense, indicated that they feel that Cook Inlet did not get a fair shake
and that they will make sane restitution of this if they fail, if Cook Inlet
fails to win their court appeal, and get that kind of a result anyway in tlie
straight-a-way. And in many respects | think the State®"s, or Mike Smith"s pamphlet:,
has set forth seme of the values involved in this trade, has undervalued the likeli—



48

hood that Cook Inlet may prevail in their court appeal. But, by the same
token, 1| think it"s over-valued the likelihood that State lands would be
threatened by the outcome of that. I think the most logical result would be
a remand to the District Court and perhaps ultimately a mandate to the Secretary
that he is to find better lands but first, 1 think he would look at the Federal
lard, the D-2 lands, the D-1 in the area.

Turning to State land would at least involve him in more protracted..

(tape five)

()

Jackman: ...they might turn the Swanson River oil revenues (lA) although it"s
my understanding (l1A) copper or minerals (lIA) liave not been overturned. The
State may very well lose the Swanson River oil revenues anyway. So these are
answers. They"re variables, they"re very difficult to calculate. 1 don"t know
how they ultimately weigh out, 1 just know that...

There is a possibility, too, that sane of these lands that we"re getting
in trade, and I1"m speaking of the D-2 lands over in the lliamna area, the State
would have received anyway. Frcm my work on Land Use Planning Ccnmission, |1
think it"s fair to say that seme weaknesses, D-2 reserve proposal from the
Secretary s book, were in Iliamna and the Lake Clark area. And that under
17,D-2 the State can select those lands, they won"t receive them until Congress
acts. But they can go before Congress and make their case that those lands
should not be put in federal reserves and tell them they should come to the
State. So again, these lands that we have received in trade that are not
available for us to select, new might ccme to us anyway, |1 think that"s also
true with respect to the Campbell tract. There®"s a question in ny mind about
what state of affairs held to take place to remove that from public holding in
State use which would be the status that"s guaranteed under this agreement. |
think that it is unlikely, even if it does not pass the State, that the Federal
Government would ever have disposed of that this way. That would destroy the
protection of the (IA) watershed value, public (IA) state recreational value.

We*"ve spoken of the bargaining position with respect to D-2 lands. That
was a very difficult thing to anticipate. Certainly many of these lands have
been eyed by the federal agencies as desirable additions to tie national park
system. But the question in my mind, to what extent this proposal will indignify
those receorrmendations and make it difficult for the State to take another tack
with respect to these lands. To sum up, | believe that the uncertainty of this
agreement is perhaps one of the most disturbing factors. That here we, in
effect, are fleshing out the settlement provisions, 1°m speaking of (IA) the
actual regional selections. For two and a half years in dispute under 7 (IA)
all will share in those benefits, in the benefits of those extra regional
selections. And that is as it should be. But we will not have certainty as to
land status in Alaska for another (lIA) years. And one of the things | think a
lot of people have in mind with the passage of the Settlement Act is that all
(1~A) somewhat will be under (1A) close. We"ll be able (lA) State selections
and move forward frcm there. | will reiterate again that 1°m only raising
these questions because they trouble me and because 1 think they have to be
addressed. And 1 think that when that (lIA) deed is struck, the highest standard
of public trust has to be applied because we"re dealing with literally thousands
and thousands of acres of public land that belongs to all the people of the
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I*m not speaking frcm prepared remarks today. | want to check down my
list to make sure | covered all points that | wanted to cover. One final note
on the Beluga ooal fields. Again, 1°m perhaps ._less troubled by that section of
the agreement than anything else. | think it"s clear that most of the valuable
coal lands are still within State hands and that the real benefits (l1A) coal
zones will be just (IA) the spin-off benefits of development and that"s almost

one aspect of this trade that | think deserves... 1"m not suggesting it doesn"t
deserve further (1A), but I°m really less concerned by that aspect after the
mental health lands which were excluded frcm the trade. | believe that 1711

close with that and ask if there are any questions.
Sen. Poland: Senator Rader.

Sen. Rader: Mr. Jackman, we have maybe three or four weeks within which to act
on this under the Governor"s request. And of course | don"t think there®s anyway
to give that definition to the well thought-out policy which is mentioned here.
Do you think there is anyway to give definition to that in the next three of

four weeks?

Jackman; | think sane of it can be analyzed wtith seme degree of precision. |1
think that same of the costs involved, probably draft dollar figures can"t be

tied down, but 1 think order of magnitude can be approached and 1°m not suggesting
that I for a minute think that it is inproper for any trade likethisto go
forward in the absence of exact equality of balance sheets. Alll™"m saying is
that 1 think that over the next three or four weeks all the issues have to be
brought out and examined.

Sen. Rader; Do you think that we could by committee report dealwith sane of
these questions and perhaps review sane legislative intent as to what the
intent is to approve here on sane of these State matters or not? Our problem
is, we keep being presented with an accomplished agreement that people say (IA)
hard to do and the proofs of negotiations and settlement and compromise. It"s
difficult for us to, at this point, to change that agreement, redefine the
terms. We almost have to accept or reject it, don"t we?

Jackman: I agree. I"m very troubled by that aspect. | don"t think there is.
It"s a very complex agreement. 1 don"t feel that 1 fully understand it and |
spent several days trying to study it out. It is complicated. I don"t knew

what the answer is. There 1is one thing that troubles me, it makes it very
difficult to evaluate when there are so many exact points or provisions that
are sort of yet to be fulfilled. As a matter of fact, 1 would suggest that if
you want, in terms of the Legislature, again | vrouid offer as much technical
assistance (l1A) trying to think about trades like this, can be provided for,
but any one deed would be that transaction before completion in a given period
of time, if you follow what I"m saying, is not stretched out over a period of
years. But in this case, We are dealing with the same situation, satething
that will be negotiated in the context of the Omnibus Act. [I*m not (lIA) that.
It probably was discussed (lIA) State of Alaska. But again, we still have to

(1A).

Sen. Rader: Even if we could qualify seme of these dollar figures, you know,
and put the values there, or sane estimate - so what? Is that going to help us
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in three weeks now in deciding whether to approve this or disapprove it?

Jackman: If | were in your position, 1 think that"s certainly where 1 would
start. Look and see if the equities are there in terms on what the State is
giving and what the State is getting. Because the other elements, 1 think,
there will be no question of good faith given the intent, the desire tomake a
better land management decision. | don"t think that"s assailable.

Sen. Poland: Thank you, Mr. Rader. Representative Brown.

Rep. Brown: My question, in light ofSenator Rader®s question. Do you think
sore of these things you®ve pointed out for the record as being inconclusive
could be addressed by, in an equally effective way, by ccrmittee report or seme
form of committee... any kind of legislation, Senate document? Do you have any
final proving board at all with respect bo same of these questions or do you
pretty well have whole (l1A)?

(tape six)

Jackman:  (IA) valid point because rational mechanism and if so use it for
(1A). 1 think (1A)

Sen. Poland: (lA4)

Rep. Brown: (1A) | suppose my question is, do you think that anything along
tEe order suggested by Senator Rader, legislative intent, is going to be of any
help at all to State (IA)

Jackman: 1 think that, this is subjective, (1A) to be effective here (I4)
legislative guide telling the State hew to execute that. In other words, with
respect to what type of land (IA) protect (IA) protect the mechanism. In other
words, how (lIA) is going to play (lA) as opposed to things that are (lA) agreement
is signed subject to (IA) cooperation, in terms of setting a time when this
standard under which (1A) will occur. State (IA) there (IA) lands State has
opportunity there (1A) select lands which the public would want to inspect
things - Cook Inlet will be nominated by us. The State has the right to

(1A) those lands could not then be selected by Cook Inlet. That problem could
have influence. But I think that you will find that tlie State"s interest (lA)
Legislator (lA) and Legislator (lA)

(inaudible portion)

JacKman: Madam Chairman, 1 wonder if 1 could go into a little more detail. 1
know It is getting late. But this extra regional selection pool, the Secretary
has protected those lands that are of federal concern. They cannot be drawn
from the lands west of 161< West Meridian. | might suggest a very logical
place, one place the State can"t select. But under this agreement they cannot
be drawn from there, they cannot be drawn frcm any of tlie D-1 areas included in
the Secretary"s D-2 proposals. They cannot be drawn frcm any of the D-1 areas
that surround the areas of ecological concern. So what I*m saying is we"re
throwing - that this pool comes frcm those very lands that will be the prune
candidate for future State selection and they have up to three years to nominate
those. We won"t knew really for two and a half years, 1 believe, what lands
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they"re talking about and that"s the basic sum of my concern. Also, there is a
buffer zone provided as perhaps there should be around other native coporate
and village lands. But the very existence of that buffer zone again will

create a non-carpact, a scattered pattern of private lands which one of the

land management objectives that, in my mind, we ought bo be trying to get away
from. And this one theme I forgot tc mention because | didn"t have a formal
presentation, that is worth mentioning, |1 think. 1 think the question could be
raised - if the loss of control over these tracts of lands in the northern Cook
Inlet area and on the Kenai Peninsula isn"t a very great loss in terms of the
State"s ability to direct or control the timing of development and the disposal
of lands, we"re really giving over to a private corporation the ultimate decisions
on how to dispose of those lands, subdivide thorn, and what role they"ll play in
ccmnunity growth in the most heavily impacted areas of the State. Hie counter—
argument could be made that it"s in the northern Cook Inlet, the Anchorage

Bowl, the Kenai Peninsula region, that we should really be hanging onto some of
the remaining tracts of public land or at least disposing of lands fairly
carefully with sane planning and design. That"s just another factor, 1 think,
that should be weighed.

Sen. Poland: Representative Hershberger.

Rep. Hershberger: The fact that we"re hanging onto lands around there, started
this whole problem.

Jackman: Sure it did. It was a Federal Government problem. That"s my point.
And at this point, we have an obligation, 1in good faith, to try to help with

the resolution of that, but I don"t think it"s fair to say the State was really
morally culpable at the time of the Settlement Act or the Secretary®s withdrawal.
So what happened in this region?

Rep. Hershberger: How this whole (IA) and questions that have not solved this

as far as ny experience goes. And | appreciate your concern, very inportant
guestions that you raised. Hr. Rader (IA) for three weeks if we have an agreement
here that parties have agreed to and certainly same of this must have been

thought of at the time that it was entered into...

(inaudible - two people talking at once)

Rep. Hershberger: Perhaps 1 am painting things so black, 1°m really afraid
(IA) said tonight (I1A) fall asleep.

Jackman: 1 can honestly say that every member of, here present, that 1%ve been
going over these tilings. 1hat 1 think, 1 hope the question - that answers are
there. Sane of the answers have become more clear to me as | read through the
agreement. I"m not saying that there perhaps aren®t some answers to these
guestions but at this point in my study of the thing | think that these are
difficult issues that have to...

Sen. Poland: Senator Rader.
Sen. Rader: Mr. Jackman, in your mulling through this ignorance, in your own

mind, do you think that we can do mush be, let"s say this (lA) camiittee report,
couple of bills?



Jackman: It would be difficult in my mind because so many of the terms of the
agreement are, even though executory, the (lA) discretion is pretty well laid
out within the... As to the excercise of some of the State discretion, that
would be true, but a major area of concern is Secretarial discretion and the
discretion of Cook Inlet region and clearly we can"t bind them.

Sen. Rader: At least to seme extent we have a five party agreement here and

our legislative intent would be the understanding of one party of what that
agreement meant and 1 suppose that if the other parties didn"t agree with that,
you"d say there was a failure of the minds to vrark on an agreement even though

we tentatively approved it. If the other parties didn"t agree, somebody thought
that our interpretation was not their interpretation. | don"t know how you
contract by statute, that"s kind of a new concept, but we have a problem situation
here. I"m wondering if we might not be able to, in effect, actually define

seme of the terms and the areas that concern us. | think their concerns cure
representative and very helpful. 1 think their- testimony has added new dimensions
to our hearings and our understanding of this problem. 1"m just groping for

seme way in three weeks here with the good auspices of the Cook Inlet people

and the Legislature, tne Executive branch of this government, to try to sit

down and define at least what two of the parties maybe agree upon. It"s a

matter of working out, 1 think, virtually the policy raised. 1 think that

would be very helpful.

(tape seven)

Jackman: ...kind of disturb me in a way because even though the native corporations
have agreed to this, they may not be completely satisfied and I don"t think

they are ccnpletely satisfied, but they have agreed to it in good faith. And

the State has agreed to it in good faith and 1 doubt that the State is corrpletely
satisfied with this strap either. It"s all been in good faith. Congress has
approved it. At seme time along the line, someone is going to have to bite the
bullet and settle it, which is what the Legislature is going to have to do in a
matter of a month or six weeks, as Senator Rader mentioned. But I don®"t think
that the problem is resolved and twenty years from now history is only going to
tell us who got the best deal out of this. This is just about the size of it

as | see it. 1 don"t see hew we can tell who"s going to get the best deal.
Whatever (1A) administrate, I1"m sure. But I'm just at a loss at how we"re

going to add any more to it in two or three weeks. After all, we must have put
(1A) off. Whether it"s good or bad. History will tell us. (1A

Sen. Poland: Representative Anderson.

Rep. Anderson: Senator Poland, Mr. Jackman and I (IA) listened to the testimony
of Mr. Huhndorf, 1 think you expressed his concern. 1 think you heard that,
didn"t you, that he had the very same concerns that you do, that there is no
structure, no vehicle yet by the State by which an exchange of this nature can
occur. And I heard it very clearly in my discussion with their attorney, |
heard litis very clearly. 1It"s not a new thing, that this thing, at least to my
attention anyway, it has been addressed by the Cook Inlet people. | think it"s
a meaningful concern and certainly concerns me also. But what is the answer,
you know, 1in the time frame, hew can you address adequately, 1 don"t know.

Jackman: I think that the very fact that we"re here is evidence of a real
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milestone. Land trades like this couldn™t even be thought about before Section
22-F had been passed, before we really looked at the problsn we"re facing with
the Settlement Act. |1 couldn™t be more supportive of the needs for these kinds
of trades and that®"s why I think some legislative reform, sore procedure setting
how we"re going to go about it, what the periods of review will be. And I™m
not so sure that in the future you can expect a Legislature to negotiate this
thing. 1 mean 1 think this all may come back to you in an administrative
manner but the guidelines can be set down, the rules of the road. So I really
believe and this is what the Commissioner sent me over to say, they feel very
strongly that whatever happens in the context of this exchange, these kinds of
exchanges are absolutely essential.

Sen. Poland: Representative Huntington.

Rep. Huntington: Yes, I"m looking at it, I°ve got no education, 1 (1A) 1
don"t see any problem with it myself. If the State of Alaska can"t handle it"s
own affairs (IA) so far. And | don"t think that the trading off of this land is
going to hurt the State of Alaska one bit. | think it"s better for (IA) hands
and see what they can do and come up with seme solutions to the problem. |
think the State of Alaska has got a lot to learn from the people that have
lived here a long time. You get all the fine education and stuff - you start
fooling around with problems, you start fooling around with lawyers, you don"t
knew which one is right. (IA)

(inaudible)

Sen. Poland: Are there any further questions for Mr. Jackman? Thank you and 1
hope, David, you will be able to attend the hearing in Juneau on Wednesday.
There will be many other legislators there tliat were unable to attend today.

Jackman: Perhaps | could call you later on that but there will be seme problems.
We have a series of meetings scheduled with Representatives from the House and
Senate Interior Committee. But I nay be able to arrange it, | just can"t make

a ccnmittment right new.

Sen. Po. nd: Thank you very much.

Let me ask Mr. Jackman. Mr. Jackman, hew much time could ycu
devote to this in the next two or three weeks with perhaps staff and this
committee and others in trying to go through same of these things you"re talking
about? (1A

Jackman: 1 sinply don"t have the time in the next two or three weeks, Senator.
I"m not trying to be unhelpful. I°Il try to spend as much time as I can, but I
don*t see how I can make a large time slot.

(IA) telephone.
Jackman: | suppose so.
Sen. Poland: We have time for one more witness and then we"re going bo take a

break for dinner. We will resume at seven o"clock and continue on until 9:00
this evening. Those that have not been heard tonight, we"re attempting to rake
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arrangements and we will make same kind of arrangements but we"re attempting to
get this roan again tomorrow morning.

I haven"t approached this in the budget yet but we should be able to
get this room.

Sen. Poland: We should be able to, Representative Brown. The next person we
have here is Sam McDowell of the Alaska Fisheries Resources and | just welcome
you.

McDowell: Senator Poland, members of the committee and ladies and gentlemen.
My name is Sam McDowell. I"m wearing two hats also. Tonight I"m wearing the
hat of Chairman of the environmental section of our league. We want to go on
record that we do feel that the State of Alaska and the people who represent
our interests have worked very ciligently and we do support this trade, however,
with seme reservations. We feel that there“re seme points that should be
touched on that have not to my knowledge been touched on. In this trade area
there is considerable private land holdings. We feel that these people that do
have these land holdings should not be financially hurt due to this trade.
Therefore, we feel that the State of Alaska should make some provisions to
insure that they do have access to their private property. We are a part of
and, 1°m happy to say, tlie State of Alaska has gone on record with a letter to
us, that they also endorse many easements along all streams, all lakes and
along coastlines in the State of Alaska. We questioned the State of accepting
as a standard criteria tlie recent decision of Secretary of Interior, Kleppe.

As 1"m sure that most of you are aware, this decision is in litigation. We
would be very disappointed if the State puts themselves in the position where
they also have to be incorporated into this litigation. 1 understand that this
criteria that"s being worked out in this trade will possibly and most likely be
used in future trades, for various other lands that various native regional
corporations cwn and the State should decide to bargain. For this reason, we
feel that i1t"s extremely important that this matter be addressed and, hopefully,
taken care of so that all Alaskans that are involved in this are protected.
Thank you.

Sen. Poland: Representative Rhode.

Rep. Rhode: Mr. McDowell, in my understanding of -our statement, you feel that
the lease holder within any of this area that the State owns and is going to
trade off should be protected?

Me_Dowell: We feel this land that is being traded has been used by especially
a lot of Alaskans for many, many years. Lots of them get in their float planes,
fly over there. The land was put out many years ago as captain flags. They
purchased this land, they have built their surtmer hemes and they rely upon this
as their recreational retreat. Now it"s possible, if these easements along
these lakes or along these streams are not granted for, this title to this land
will fall to the regional corporations. Therefore, their investments, for all
practical purposes, would be lost. And this is something that"s very, very
serious. New, we do, like 1 said before, want this matter in the record. We
feel tlie Cook Inlet Native Corporation has acted in good faith, we feel the
State has. Now, we will endorse this trade with these reservations. We feel
that the State of Alaska and especially our League has a responsibility We
are dedicated to the protection of the woods, waters, and wildlife and” fish of
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place to live. And we feel it would be a horrible mistake to take and make a
practice to go in and trade off land that people have a substantial investment
because we all came to Alaska, | would say almost 100% of us, to enjoy Alaska.
And 1 think it would be an absolute disaster for the people who are sitting in
this room at this negotiating table and make an error in their judgement whereby
many Alaskans could get hurt.

Sen. Poland; Representative Brown.

Pep. Brcwn: | was just saying, the reason | asked that question, we have a
problem in the Kachemak Bay area and you wouldn®t mind if I quote you on the
protection of the resources would you?

McDowell; No sir.

I suppose this is a question for whoever wants to answer it. (l1A)
staff attorney Berry or someone else, 1"m sorry, Director of Legal Services
(IA) be more (1A). What does happen? | know that when the State has land in,
which is private in holdings, it has a legal obligation to try (lA) egress.
What happens when (1A) having trade or sell us all of that land to a private
entity? Does that private entity still have sere of those same obligations or
not? The question is (IA) occurred to me, it never occurred to me before. (1A)

; With respect to land involved here (1A) one of our federal land. Those
lands from the Federal Government to Cook Inlet (1A) will ccme with the same
restrictions on them that all the land under the Native Claim Act. (IA) They
will have to have seventeen feet either put on -same process (l1A) I wonder
(1A) that is seme State"s land (1A) Cook Inlet. These lands will first go to
the Secretary of the Interior, to the Federal Government. And he will then
take those lands and (lA) same process as all the rest of these lands already
been (1A) Will put on (1A)

(IA) in the Act?
procedure in the Act.

; Because | know (IA) they"re already State land (lA)

: Yes. They will be put on. In addition, the greviance inthe Legislature
(1A) that on lands the State does transfer (IA) those lands, the State will
retain (IA) and all dedicated or (IA) highways or otherwise. So (IA) but that
where the State has (lIA) that he was going to require(lA) So the State (IA)

;| wonder what Mr. Huhndorf and Mr. Price have to say aboutthis?

Reeves; I°m Jim Reeves, attorney (lA). There®s one further layer of protection
to (1A) again one which applies to protect all the land (IA) to the Federal
Government in the regional (1A). That (IA) Section 14-B (IA) which protects
all(1A) Certainly 14-G (1A) protect all (1A). So that I think, you knew, a
number of instances in which one would (IA) oonte>t would be very few. | hate
to say this but if I had (IA) 1 would hate to rely on my access to (lA) on the



5

basis of how somebody is going to interpret that phrase. (lIA) one of the
biggest question marks of the whole Act.

I*m sorry, 1°m sorry. Your (lA) have taken the position that every
State grant under State law to the third party creates (l1A). And the Bureau of
Land Management®s people are specifically identifying everyone in the entire
involved (IA) setting before in detail and (1A). Originally, you're right,
that was very conplex (IA)

I question that but anyway | wonder what the people from Cook Inlet
have to say on the question?

: Well, 1 think personally (lIA) testify (1A) So whatever the body is
A ,

I don"t really know if anybody answered my question but 1°1l just try
to answer your question. But I also (IA) call for witnesses. But of course
you were talking about two different things. One was the question (l1A). But
the other question was, you went ahead and said you assumed that tlie way in
which this land trade is being carried out is, or will be in many respects, to
be the precedent for land trades in the future and I sure don"t think that’s
true. That"s the whole point, 1 think, of the Bill that"s sitting in the
Senate. Seme of the reasons for the disagreements that you heard here earlier
and some of the suggestions the Legislation. So | hope very much that it"s not
a precedent. | don"t think there"s anything wrong in saying that the way in
which Cook Inlet proceeded but | have seme question in my mind about the other
two parties. That, of course, is not something that we have to decide in the
next two or three weeks. That"s legislation that would affect future negotiations.
Hopefully, we won"t feel under the gun and we can push that through with the
proper amounts of Ccmmttee deliberation. |1"m sure that that"s what"s intended.
I don"t think that it"s a precedent for the way in which land trades... (1A)
native groups or any kind of disposal of large amounts of natural resources that
the Administration has in the future. At least what I was (lIA) legislation is
something - not just addressed to land trades involving native lands but ways of
properly and necessarily restricting the Executive in the ways in which he"s
talking about proposals and natural resources in the State of Alaska (IA)

McDowell: I believe the wording in this easement is frequent and submit (1A)
use. Now again |1 question you. 1 have friends that have cabins over there that
walk two and a half, three miles across country to go to their cabin. New 1
have heard provisions not made (lA) that there are many easements along the
lakes and along the streams. Suppose you Legislators go ahead and endorse
this, and we are endorsing this, like | say, with exceptions and what happens if
this thing goes to court and all of a sudden it"s decided that perhaps the
natives of this State do have a right to this. Will this affect this trade?

New definitely it"s going to affect the people in the (l1A) and there®s going to
be some very irate people when they find out all of a sudden, when all the smoke
clears, that they no longer have access to their private holdings. New if you
walk down -as | interpret this and 1"ve been very close to it - if there is no
access on these streams and if you should even be in a boat and step out of that
boat -you are trespassing. | don"t think the State of Alaska should take and
pass any laws that are against or for any segment of the population. This 1is
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what 1"m asking. 1"m as .ing you to give very serious consideration when you do
make this trade, that you do look out for all Alaskans and I don"t think that"s
an unfair request. Thank you.

Sen. Poland; Thank you Mr. McDowell. We will take our dinner break now.

Sen. Poland: We"re going to resume. | don"t care whether people UA) or not.
Helen Neinhauser?

(many people talking at once)

Neinhauser; My name is Helen Neinhauser and | am testifying for myself this
evening. | am a resident of Anchorage and have been a resident of Alaska fcr
nearly seventeen years. | support the land trade and urge the Legislature to
approve it. My reason for supporting the land trade is that it just plain makes
sense. It"s effect will be to place the bulk of the land in private hands and
to retain land which ought not to be developed in public ownership. Ttiis is
rational land ownership and is in the best interest of all tlie residents of the

State. If land is suitable for development, whether it be coal mining or residential
use, it ought to be in private hands. The only question is, which private
hands. In my opinion, it is fair that Cook Inlet Region be the private party

which develops that portion of Alaska®s land. The lands originally available to
them under NCSA were not fair to Cook Inlet. |If the land trade does not go
through, 1 fear that the result will be unsatisfactory to Anchorage residents
and detrimental to the State as a whole. It is particulary important to Anchorage
residents that as a result of the trade, the Campbell Tract, Point Larenso,
Point Canpbell, and Goose Lake lands will be retained in public ownership for
park and recreation purposes. Can we place a dollar value on what these park
lands will mean to Anchorage residents in the future? Projections of Anchorage’s
future population are frightening. As our population grows, the presentde
facto open spaces will be filled in. What price can we set on the peace ofmind
and the physical excercise derived from a two hour ski trip iIn a nearby park,

all the time a busy urban resident may have. As one of the originors of the
Talkeetna Mountain State park proposal, new also before you, | am particulary
happy that as a result of the land trade, the State will ob ain ownership of key
sections of the proposals which w/ere formally eligible for native selection.
These lands are valuable recreation lands but totally unsuited for development.
The capitol will almost surely go into this vicinity. Can we put a dollar value
on what that park will mean to future residents of the capitol? Or what it will
mean to Anchorage and Matanuska Valley residents where local parks and the
Chugach are overcrowded and can"t afford the time to get to Talkeetna. I visited
Lake Clark last summer and loved it. One of the loveliest spots I"ve seen in a
State full of beauty. Lake Kontrashibuna is also very special and has fantastic
fishing. Both belong in a national park where their use will be available to
all for generations to come. Uncontrolled private development along the shores
of Lake Clark would be a tragedy. The natives relinquished their claims to this
area as a part of the trade leaving it in federal ownershipthereby opening the
way for a park. It will be used and enjoyed by many Alaskans. What dollar value
can be placed on this? Private ownership to the Moose Range will be held to a
lower level than would be the case without the trade so | cannot object. The
selections in the lliamna area are sensible inasmuch as they give the State D-2
lands that would not otherwise be available to them. They will doubtlessly
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select remaining federal lands in the region giving them basic contr of the
area, important to the fisheries resource and more compatible with tl*s native
ownership in the area than would be federal ownership. There has been a lot of
talk about the dollar value of what the State will give up. Those who talk about
this are not looking at the whole picture. They are not talking "."out what the
State will gain. And they certainly are not looking at what the -eople of the
State will gain by continued public ownership by tlie Federal Government of such
areas as Lake Clark and the Moose Range. Besides the intangible values, there
are others. What about the taxes that will eventually accrue to the State or
political subdivisions from private property ownership of developable land.

What about taxes on profits of this (IA) taking place on these lands. What

about the values to the Illiamna fisheries, of State control of the lands in the
area? What about the reduced cost to the State that will occur because of the
development that will take place on native lands will now be closer to population
centers and therefore less expensive to service? One gentlemen said earlier

that we sane recreational lands but we need to worry about food and housing
first. It seems to me that he was forgetcing that there are other ooal deposits
as well as oil and gas fields that will remain in State ownership. There isn"t
another Campbell tract or Lake Clark. It is crucial that the Legislature look

at the whole picture. As you do, as); yourselves seme questions. What is it we
value about living in Alaska? What is the best way to achieve a balance between
necessary private development of Alaska®s mineral resources and public protection
of Alaska®s fantastic scenic resources? What must we do in the face of increasing
development to keep Alaska a special place to live?

Sen. Poland: Thank you Helen. There"s one item I would like to have cleared
up. 1t3 my understanding that the villageshave regained their lands along the
lake,

Neinhauser: It"s my understanding that tlie lake ownership where Cook Inlet, in
the more mountainous end of the lake - that will go to federal... you"re talking
about Lake Clark? But (1A) will retain it"s ownership.

Sen. Poland: Perhaps Mr. Huhndorf could clear up that point. Do the villages
retain the land along the lake?

Huhndorf: No. The villages have agreed under this exchange to (IA)
Sen. Poland: Thank you.
Neinhauser: Helen Heinhauser.

Sen. Poland: Yes. (IA) Were there any questions from the committee? If not,
thank you very much.

Neinhauser: Thank you.
Sen. Poland: Virginia dal Piaz?
(inaudible!

There won"t be any snow machines going by.
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dal Piaz: I°m glad (1A
the trc "e.

dal Piaz; private joke. That Talkeetna Mountain hearing this morning (1A) 500
is going right by. (IA) | think Neils arranged it.

dal Piaz: My name is Virginia dal Piaz and 1"m President of the Upper Cook
Inlet Chapter of the Alaska Cot ervation Society. We"ve not previously had the
public opportunity to announce o- eposition on the Cook Inlet land trade and we
appreciate the chance to tell the Legislature that we do favor the trade. We
support totally the concept of trading lands to facilitate rational ownership
patterns and management. Federal, State, native and other land owners have
different goals as owners and managers of Alaska®"s land. It is therefore reasonable
and laudible to negotiate trades which, on the balance, benefit all parties
concerned. We are thankful the State Administration perceived the need for a
land trade with Cook Inlet Region an® devoted so much energy to tlds settlement.
We"re pleased that Congress sought this Act quickly and supported the trade,
thus placing their trust in Alaska negotiators familiar with the Cook Inlet land
situation. We"re equally appreciative that members of the Legislature have taken
an interest in the trade. It gives us faith in the checks and balances of
government. However, we feel that the energies of tlie detractors of the Cook
Inlet trade are misplaced. Early October, "75 the State Administration first
announced the conditions of the trade. The time allowed for public input appeared
ludicrously short. However, since then, the public has had ample opportunityto
consider tlie proposal and the trade has been altered as the result of public
input. The land trade approved by Congress is favorable to State interests and
urge the Legislature to lend its support to the final agreement. Now, I°11
briefly discuss a few specifics. It"s our feeling that the Kenai Moose Range
should be held substantially intact. To this extent, the pieces of the Moose
Range were traded to the Cook Inlet natives, those pieces should be located on
the edge of the range away frcm prime wildlife habitat. Further we hope that
this is the last time the Moose Range®s borders are tampered with thus reducing
the size of the range. We will urge the Federal Government to protect the Canus
system frcm development and to designate eligible parks of the range as wilderness.
We find the Cook Inlet land trade in keeping with our interest in the Kenai
Moose Range although we regret tliat it was necessary for the Federal Government
to trade away any portion of the range. This is one of tlie most heavily used
outdoor recreation areas in the State. The townships the State will pick 15) in
the Talkeetna Mts. are critical additions to tlie proposed Talkeetna Mt. State
Park. The Upper Cook Inlet Chapter of the ACS is on record in strong support of
this park proposal. We"re happy that Campbell Airstrip, Point Woronzof, Point
Canpbell and Goose Lake are all being retained in public ownership. We"re
paticularly pleased that Congressional action (IA) conveyance of the Campbell
Airstrip tract to a plan for a (IA) Bi-centennial park. We will be watching
implementation of the selection pool that Mr. Jackman alluded to earlier which
is 1C-2A, page 39-40 of the agreement document. Important potential park and
open space acerage on tlie Anchorage hillside may be declared federal surplus
property and we intend to keep an eye on any conveyance of such critical acerage
frcm public to private ownership. 1711 be adding when 1 send in my testimony a
little more in depth on that particular subject. We"re hopeful that the land
trade will ultimately lead to State management of Iliamna watershed, a region of
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lands around Lake Clark and areas serving as protection for the valuable recreation
land. It appears that by reducing native land ownership in the Lake Clark, Lake
Iliamna region, the State and Federal governments are moving closer to a workable
management plan for that portion of the State. Finally a few contents on the
Beluga coai fields. Since the State has retained the land of highest®, value for
coal production, it, nevertheless, has given up many acres of potentially energy
rich resource land. It"s time the State looked beyond how many dollars worth of
nonrenewable resources we control. It"s obvious that the State has to give
something of value in order to receive valuable renewable resource land including
the possibility of gaining control of the extremely valuable fish and wildlife
habitat around Ixiamna. What the State is giving up in revenue might very well
accrue to tax periods of one generation. What it is gaining is control of
renewable resources that will benefit many generations of State citizens. |
think that the Beluga fields are a reasonable loss for what the State will gain
including retention of revenue frcm the Moose Range oil field. [In conclusion,
the Upper Cook Inlet Chapter of the Alskan Conservation Society strongly supports
the Cook Inlet land trade. We urge tlie Legislature to do the same. We also wish
to thank the conmitt.ee for holding these hearings and allowing the public to
express thei lews.

Sen. Poland; Thank you. Are there any questions frcm the committee?

dal Piaz: I also will ask the carmittee®s advise on hew to handle the following:
the Alaska representative frcm the Sierra Club had to catch a plane and left his
testimony with me. L .ere are quite a few copies here. | could just give them
to you or 1 could read them.

Sen. Poland: You can just hand them out to us and we"ll put them (1A). If
there®s time at the end, you might want to read it but otherwise, 1°d like to go
ahead and hear the people that are here. Senator Rader, did you have a question?

Sen. Rader: One brief question. What is your position on the acquisition of
Bristol Bay lands by the State of Alaska (lIA) aspects of that land acquisition?
Do you feel that"s of particular value for conservation purposes?

dal Piaz: t would have to - | must admit I"m not really familiar with that
area. | wxll find out an answer for our group.
(inaudible)

dal Piaz: |1 can just summarize briefly the Sierra Club statement is in support
of thisland trade (1A)

Sen. Poland: Mr. Hcmer Burrell?
Burrell: Madam Chairman, members of the Senate and House Resources Committees,

Legislators, staff, public. Speaking for myself. We"ve got a real problem here
tonight. We"ve really bitten the bullet. The Administration has given (1A) I™m

not here to recommend you approve it or recommend you disapprove it. 1"m here
to recommend you find out semething before you take any action. You have not
got any adequate information. 1 don"t think you have correct legal information,

for instance AS 38-95.060 limits you to a one township exchange, limits you to
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equal value and makes no reference to minerals. If you don"t change the entire
law, either appeal that one or enact a new one or amend that one, or do semething,
I think you"re going to be very susceptible to a law suit over this action, over
the action proposed by the Administration should... If you want, to do that,

fine. You should do it. But the main thing that bothers me about this is a lack
of information. You"ve heard testimony frcm experts and | am ot an expert.
You"ve heard experts testify tonight on the value of the resources that would be
exchanged on both sides. What hasn"t been dealt with is, what are we talking
about when we say value. We"re talking about economic value, talking about
recreational value, aesthetic values, what are we talking about? There"s been

no definition of those terms. That is where you are somewhat in the position of
a jury in the condemnation case. When 1 say that the land the Highway Department
took worth ten thousand dollars and the Highway Department says it"s worth ten
dollars, you know the jury has to reach the verdict there as to what th :t land

is worth. What did 1 deprived of and that"s your unenviable position. And I do
not envy you for that. There®s no definition of value. I don"t think the
straight economic value is right, | don"t think it can be entirely disregarded.

I don"t knew what the coal in Beluga is worth or the coal which apparently’s

been overlooked to a large extent. And the coal in the Kenai Peninsula and the
other lands that are purported to be part of this exchange. 1 have no idea what
they"re worth. | have no idea how to find out. If you"ll tell me what the
Arabs are going to do with oil prices or what the Federal Government is going to
do with oil prices, then I could tell you what coal might be worth. But I don"t
know the answers to that. | deplore the Administration®s, despite their protestations
to the contrary, keeping the details of this thing confidential for so long.

Now the Legislature has got something like three weeks or four weeks to try to
make  their own independent determination. You"ve already heard the conflicts
to the Department of Natural Resources itself and other qualified mining engineers
and geologist over u.e value of this. It is not clear cut. IT you buy the
Dept, of Natural Resources position of what this is, you are ccmmiting an error
which is going to approach Teapot Dare scmeday. And | don"t think the Legislature
wants to. lhe Administration may want to. New, | knew, as you all do, that
despite seme baloney that came out of Juneau and other places recently, the
revenues from the subsurface resources and timber resources, 70% of them are
spread around all regional corporations. You don"t even have to be a member of
tlie corporations to share them. Likewise, if I had a lodge on a lake, I would
not want a profit making corporation cwn the land in the area because 1°d have
competition. Consider that, [Ihe history of this transaction frcm a secrecy
standpoint has been sickening. Two things have been done wrong. Because the
State law requires under criminal penalty that records be made available to the
public, simply a private file is kept so that nobody, including the Legislature,
had the opportunity to find out what is going on. There"s another Legislative
Act which you have - 1"m not going to give you the citations here, 1"m sure the
attorney knows about all of this. It says that all meetings of agencies shall be
public with certain specified exceptions which these type of meetings didn"t fall
under. 1 happen to think a meeting with the Div. of Lands, with Cook Inlet
Region and tlie U.S. Dept, of Interior is an agency meeting. | came within one
fourth of an inch of signing a criminal complaint against the State"s negotiator
on this. He was perfectly walling to file against somebody else who got trapped
by conflicting orders of various State agencies. | suggest you take a hard look
at this. You have not been given the facts. Despite what they say, this has
been the most secret game played right up to the last minute until they decided
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trying to get the facts. What you should get is some independent appraisals of
the values. And 1 don"t mean frcm somebody with an ax to grind on either side.

I mean an independent appraisal. And I don"t knew whether hew an independent
appraisor could consider the recreational value and the subsurface values at the
same time. That"s beyond me. But it should be considered if you don"t want to
go down as a Teapot Dome legislation. And if you could get that information
before you move, | think you"d be a lot better off and you could defend your
position. Thank you.

Sen. Poland: Representative Hershberger?

Rep. Hershberger: Mr. Burrell, maybe you could tell us, are the Indians trying
to stop us or are we trying to shoot them? If this is collusion, which are the
bad guys? Mr. Huhndorf? Who is it?

Burrell: | cfon"t know.

Rep. Hershberger: Who"s playing the game to what advantage?

Burrell: 1 would say this. ..

Rep. Hershberger: 1 mean, | know why your remarks are stated as they are. We
all recommend political values and all that, but you tell us what"s wrong here
new?

Burrell: Alright, 1°d be happy to. Madam Chairman and strike the (IA) remarks.
Obviously both sides, I think, think they have sanething to gain or they wouldn"t
make the deal. Actually, all three sides think they"re either gaining or at

least not losing or they wouldn®"t make the deal. That"s a typically negotiated
transaction. Right? Okay, I™m speaking, not asking. | beg your pardon. Everybody
think3 they"re either going to gain or at least not going to lose or they wouldn®"t
enter into the transaction. Okay. New, the only thing you can assune frcm that

is that they have different motives, different objectives. And 1 suggest, the
State objectives are different frcm those of the Cook Inlet region and different
from the United States Department of Interior. Everbody has different objectives
and they"re all happy with them apparently. When | say the State, | mean the
State Administration.

Rep. Hershberger: |It"s pretty obvious that the State has done semething with the
region natives that they don"t knew about so would you go to the natives and tell
them to be on their guard or are you telling us to tell them to be on their
guard?

Burrell: Madam Chairman, 1 am not saying that the State is doing seme thing the

natives do not knew about. | said the State had different objectives than the
natives have and apparently both groups in this case, let"s leave the Dept, of
Interior and the Federal Government out of it. In each case, both groups were

satisfied with the objectives and thought their objectives were attained. Like 1
might want your red card and you might want my blue card and to both be happy, we
make a trade because you like red and I like blue or whatever.

Rep. Hershberger: (1A) 1°m confused then. |If both parties are in agreement,
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what"s this (1A)? You said somebody"s trying to take advantage of someone else
so presumably. ..

Burrell; Madam Chairman, my remarks were the fact that | think you ought to get
an appraisal. That"s all. You can"t buy something that®s just been fed to you,
spoon fed. You"re going to have to live with what you do. If you, quote "give
away" - and | don"t mean it that way, but if you give away the Beluga coal reserves
and the Kenai Peninsula coal reserves or various park land, that may or may not

be right. 1"m not saying it"s wrong, I"m saying you"ve got to know. And I don"t
think you knew. There"s obviously controversy within the Department of Natural
Resources itself, you"ve heard the controversy over parks and values, or differing
interpretations of the values from various people who"ve testified. .And I don"t
necessarily say either one is right or wrong, I"m saying you ought to find out.
l'guess that"s why ws"re all here.

Sen. Poland; Representative Rhode.

Rep. Rhode; Where would one go to find out what the recreational value of these

lakes are? Just where would we go to find this out and tie this in to the value

of the coal field?

Burrell; Madam Chairman, that"s the, in reference to Rep. (lA), that is a value

judgement and that is why | made iny previous remarks, that you"re sittinghere as

a jury. 1 don"t know what a recreational site or a recreational use of it were...

Rep. Rhode; Who would knew that we could go to?

Burrell; 1 think you have to get the testimony as to the economic value of both.

Many of you have to threw in your own evaluation of its recreational or renewable

resource value and determine what you are gaining and make your own evaluation.
May 1 make one remark here.

Sen. Poland: Senator *?

; 1T you would tell who (IA). 1 don"t knew where you go to get an evaluation
until after say twenty years frcm now, we find out who gained and who didn"t.

Burrell; Madam Chairman, 1°d hate to wait twenty years tofound chat out. 1°d
like to find out before. But I'm for (IA) find out.

; Madam Chairman, 1 have to agree completely. | don"t know where to go to
find out either. But what | would say is this, what is the State losing from a
control standpoint in giving up ownership of the Lake Clark area. 1 don"t know.

I haven"t seen anything in writing that explains to me what the State is losing.

As far as | knew, we have not lost our management control over Fish & Game although
we might lose it over the habitat for the fish and game. (IA) lappreciate

that. All I"m suggesting is that we justdon®"t have enough facts on what is the
State giving up and what is the State gaining in both areas, say Lake Clark for
instance, and Beluga. | don"t know.

Sen. Poland; Representative Brcwn.



Rep. Brown; (1A) Rep. Cotten is (lIA) is not mentioning anything that (1A) already
passed last year.

: (IA) designated smoking area.

Rep. Brcwn : Designate i1 smoking area. Just one carment. You talked about
whether or not negotiations were carried on privately and the way in which things
were done and this doesn"t directly relate to that but (IA) you just might be
interested in the fact that Rep. Cotten and | were sitting in tlie House Judiciary
Cormittee (1A)

tape 8

an

Sen. Poland: We said if we couldn®t finish that there would be (1A) we didn"t
want to lock ourselves in because we would certainly like to finish, in fact we
figured if we were almost through by 9:00 we would ask the people to stay (lA)
because seme of our legislators are unable to get reservations on the plane
tomorrow and they will have to leave on the morning plane. Bob Rude.

Rude: Madam Chairman and Legislators, my name is Bob Rude, I am a stockbroker
in the Cook Inlet region and 1 am the First Vice-President of the Cook Inlet region,
President and General Manager of the Cook Inlet General Property Corporation and

am a member of the Cock Inlet Region Land Negotiation Committee. | have been a
resident of Anchorage for 35 years and | am here today to testify in favor of the
proposed land trade. | believe the land trade is something that is beneficial to

all three parties. The proposed land trade provides for the settlement of certain
claims and in doing so it consolidates ownership among the United Ctabes Government,
the Cook Inlet Region and the State of Alaska within the Cook Inlet area of Alaska.
The proposed land trade facilitates land management and creates land ownership
patterns which encourage settlement and development in appropriate area. The
proposed land trade will enhance the State of Alaska®s land holdings by 48.8

to 53 additional townships of land. The proposed land trade makes available

Point Canpbell, Point Woronzof, and Canpbell Field to the State of Alaska. The
land trade protects wildlife and fislrLng resources of tlie State of Alaska. The
land trade provides areas for future recreation of the Anchorage residents and

the residents of tlie State. As a member of the Cook Inlet Region®s land Negotiating
Ccnmittee, | have been involved in with Cook Inlet Region®s land problems for
three years. In 1972 and .1973, 1 was on the first land negotiation committee of
Cook Inlet Region. Our ccnmittee met many times with the Federal Government.

We made many trips to Washington, D. C. and spent thousands of dollars only to

see negotiations fall apart. A full year went by before negotiations were resumed
and it was at this time that the State of Alaska, the Federal Government and

the Cook Inlet Region began bo negotiate. These negotiations resulted in our
present land trade that is now before you. Throughout our negotiations with the
State of Alaska and the Federal Government, Cook Inlet Region has made many
concessions. We gave up our rights to Campbell Field, Goose Lake Point,

Uoronsoff and Point Campbell, to appease the residents of Anchorage. We gave

up our rights to the Swanson oil fields to appease the State of Alaska. We
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dropped our claims to National Forest lands and reduced our claims to Moose
range land to appease the Federal Government. We saw the State of Alaska and
the Federal Government transfer 17 townships of land during the land freeze that
could have ccme to us. We relinquised the right offered us on Beluga Mental
Health lands. This area was supposed to contain 80 percent of the estimated
coal resources first offered to us. We agreed to accept approximately (?)
tamships out of our region so that the State and Federal Government could

retain more land within the Cook Inlet Gulf. In doing this, we will again
have to spend millions of dollars to study the land in five other regions, so
that we can select the land most suitable for our corporation. | have attended

several hearings concerning cur land trade and have heard adverse testimony

by many non-natives, the testimony that | have heard makes me sad. Sams individuals
feel the only lands we are entitled to are mountains and glaciers and that any

land with any value shculd be kept from us Natives. Are the people aware that the
Natives lived on and occupied all of the lcwlard, low-lying land in this area?

Are you aware of the fact that we agreed to a land claims bill that specified

that we could receive land of similar character as the lands we gave up in the

Act? Are tlie people aware of the fact that if this trade is not approve, there
will be no land planning in this area? Are the people aware that if this trade
does not materialize, that Cook Inlet Region will progess in its court case and
will file and fight for every piece of land possible in this area? In conclusion,

I feel that Cook Inlet Region has paid its price. The Cook Inlet Region (IA) and
the lands listed within CL 94-204, 1 believe 1t will greatly benefit the

State of Alaska and the community of Anchorage. It is my belief that Cook Inlet
Region will move to develop the land in the Beluga area and this development will
bring additional income in the form of taxes to the State of Alaska. Millions of
dollars will be made available to the Anchorage camtunity and many jobs will become
available. I believe it would be a very embarrassing situation if the State
Legislature fails to approve this land trade. This land trade has been supported
by the Federal Government, the State Administration, State Congressional Delegation,
and conservation groups in the Cock Inlet Region. CL 94-204 was overwhelmingly
passed by tlie Congress of the United States. For the State Legislature to (IA)

the trade now would shew the Nation and the world that this State does not have

the concern of the rights of its first citizens. | hope you will seriously
consider our views and | hope you will support the proposed land trade when it
ccmes up for a vote in Juneau. Thank you.

Sen. Poland; Thank you Mr. Rude. Representative Cotton?

Rep. Cotton: Mr. Rude, you mentioned that you had given up your claim to several
areas of land around Anchorage here that were considered by sane to be uh-anyway
Anchorage wanted them and so you gave them up to appease the Anchorage area. Are
there any other lands left in that same category that were either asked for or
that can be considered similar lands that you haven®t given up?

Rude: No, what 1 was referring in this statement — like I mentioned | was on the
first negotiating ccmnittee. Federal Government came into Anchorage and with a
team of negotiators at that time these were the areas that they brought up and
said that the changes there and the final offer was something like 23 townships
of land that we would give up our title on 48 townships.

Rep. Cotton: (IA) Canpbell Point, Canpbell Air Strip that you mentioned you gave
up your claim to in order to appease Anchorage. Were these the onl””areas that
Anchorage asked you to give up in order to appease them?



Rude: Yes, to my recollectionc

Rep. Cotton: Well now, this is just Cook Inlet Region, that doesn™t include
any of the other corporation, isn"t that correct? You don"t have anything
to do with any other village corporation witliin that region?

Rude: No, I don"t.
Cotton: Thank you.
Sen. Poland: Representative Brcwn.

Rep. Brown: The tone of your testimony concerns me. | hope you understand

that there is no great negative feeling for tlie Cook Inlet Region Corporation,
not that I know of. It bothers me very much that you seem to think the people
would threater or appear to threaten to lower the boon on your efforts. 1 want
you to feel that your birthright as a people. That"s not what is happening at
all. My concern and the concern of many of the others of the group is tlie whole
process. There is something wrong with tlie process. Probably (1A) hindsight
and seme of us have only been in the Legislature a year or so and seme of us

a long time, we see these (IA) differently but you have heard no doubt, that the
dispute (IA) the representative administration (lIA) legislation involved in a
very important decision (IA) and I think it is that process that really (l1A)

as opposed to tlie particular issue in question or merits of the particular Act
(IA) it was represented here that I and other members of the council have (l14)
if that is ture 1 certainly don™t remember (IA) certainly it waj not presented
in a way (IA) we found later the (lIA) the State of Alaska that we found out that
we would likely be caning back to Juneau and it was at the beginning of the session
that we found out this had all taken place (1A) and it occurred with a shouting
of the press and were drawn into the action (lIA) through the process of the
issue (IA) legislation make sure that the administration®s feeling on the disposal
of a, or trading large lots of land or resources in the State of Alaska (1A) |
don®*t knew (lIA) the distribution if possible. Maybe this Governor or seme other
Governor (IA) a different feeling (IA) we could have seme serious problems. All
of those concerns are not directed at you or at tlie Cook Inlet Region (IA) you
knew we ccme to a legislative council meeting and we get work, formally or
informally, on and off the record that vital decisions (1A) without any input
frcm the Legislature at all. (1A) | don"t think tliat it was anything directed
in a negative fashion. That"s ail I have, thank you.

Sen. Poland: Are there any other questions of Mr. Rude? Thank you very much,
Mr. Rude. Patrick Pourchot, of Khik, Knoers & Kyahers, Inc.

Jeff Knaebel: Senator Poland and members, | am Jeff Knaebel, a resident of
Fairbanks, | am a member of an engineering and geological consulting firm with
head offices in Fairbanks, Anchorage, and Ketchikan, and which numbers among
its clients, more than two dozen mining and construction oanpand.es to whem we
have provided engineering and geologic service. Cook Inlet Region is among

my firm"s clients. | am not hcwever, testifying on behalf of any of my clients
nor on behalf of my firm, but as a citizen of Alaska, on my own behalf. First,
I think it is important to bear in mind that tlie purpose of the proposed trade
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is to <x..plete in an orderly manner/ the implementation of the Alaska Native
Claims Settlement Act, which was an Act for the purpose of settling aboriginal
land claims, that has behind it the full moral weight of the Congress of the
United States, and also citizens of the United States. It is also important

to remember that when you talk about the Native people of Alaska, it is not a
"them and us"™ situation. Thes<i people are Alaskan citizens. They are the first
citizens of this great land, they and we share a cannon bond of Alaskan citizenship.
They are us, in other words. When we propose to deed land to the Native
ownership, we are giving ourselves land. | doubt that there are many Alaskans
who would not rather have us own our own land than the Federal Government cwn
our land. And this trade offers a net gain (IA) ownership and a net gain of
State and title land. State government has seen fit to provide to private
ownership only 3/10 of 1 percent of Alaska®"s land. The citizens of this State
desparately need land. Land to live on, and to earn a livelihood on. Private
productive land ownership is a comer stone of individual liberty and free
enterprise, two things which are sadly rapidly slipping frcm our grasp. The
Alaska Native Claims Settlement Act, in my opinion, is the single Act in support
of individual liberties in decades. The land trade in force today goes a long
ways toward meeting the needs of the citizens of this State. Aside frcm the
direct land benefits to Alaska citizens 1 will enumerate shortly, there is a

moral issue to be decided here. In the past four years | have witnessed treatment
of Cook Inlet Region at the hands of our Federal Government that is so shabby
that it would make Americans hang their heads in shame. It grieves me that a law

enacted by the people of the United States assembled in Congress can be so
blatantly abused by the Federal Government charged with the implementation of

the law of the land. | have seen glaciers and mountains withdrawn frcm the Cook
Inlet Region, and have seen good faith on and an attempt in taking corrective
action met with hypocrisy, deceit and broken premises. The State also has a
moral obligation to redress the wrong done to the”e, its first citizens, when

the State entered a secretly negotiated contract with the Federal Government

in September 1972, which took away lands in the Lake Tulatin area which should
properly have been made available for Cook Inlet selection. Incidentially, the
dedication of that contract is still pending and can te settled by the agreement
before us today. I think it is time for these things to be put behind us.

Since 1972, all attenps to have the Alaska Claims Settlement Act properly
implemented for Cook Inlet Region have failed except for the proposed agreement
before us today, and this agreement contains good faith compromises made by

Cock Inlet in recognition of the interests of the State of Alaska, because of
1975 sympathy for Cook Inlet Region by the U. S. Congress resulted in caimittments
that would have given Cook Inlet certain trade lands including Swamp River

plus Canpbell Air Strip, Point Uronsoff, Point Kanby and other areas that were

in negotiation at the time. When the State of Alaska became actively interested,
Cook Inlet agreed to discuss issues in good faith negotiations which ensued between
the three parties for over eight months. Frcm my own contact with people, it
appears to me that most Alaskans knowledgable of the details feel that the agreement
before us is in the best interests of all the parties. Except for objections
centering on the Beluga coal issue and the method by which the agreement was
negotiated. It is my opinion that many of tlie figures quoted in the newspapers
on this Beluga matter are misleading. First, those figures are based on trends
of mental health land in trading. Mental health land has subsequently been
removed frcm the trade, thereby moving 75 percent of the reserves that are being
argued about. Second, the figures quoted in the newspapers are based on reserves
calculated to the depth of 2000 feet. It is unlikely that mining will progress
to that depth in the forseeable future. Coal reserve figures are meaningful cnly
if they are reserves that can be economically mined. It is needed by people
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of the greater Anchorage area, and add to the local borough tax base.

The State is reimbursed with other potential resource lands. The

title cloud on all lands in the Cook Inlet region is removed. Cock Inlet
withdraws blanket filings and draws its lawsuit. The State-Federal agreement
of September 1972, remains intact. This agreement protects that area to
selectable and selective State lands, a large portion of which could go to

Cook li"let should Cock Inlet win it"s law suit. Cook Inlet has given up its
right as you have heard other people say, on the majority of the Moose Range,
Campbell Air Strip, Point Wbronsoff, Point McKinsey, the Lake Tulatin land

and 30 townships within the region of the lake park area and Talketna mountain
area plus Cock Inlet has given up 46,000 acres of its total legal entitlement
under the Alaska Native Claims Settlement Act. | think that Cook Inlet has
conducted itself in an exemplary manner, that the Alaska Native Claims Settlement
Act guaranteed a just settlement, that this particular trade before us, is

just and as well brings a net increase in value to the State in the particular
si? ation that we face. |1 ask you to analyze those portions of public law
94-204, which apply to Cook Inlet alone. Other issues in that law may be
controversial but they do not apply to the Cook Inlet Land trade and should not
be considered in judging the agreement before us today. It is time that this issue
should be settled. It is time for the Government of our State and Nation to
uphold the laws of this land as those governments expect the citizens to do.
Thank you.

Sen. Poland: Do you have any questions of Mr. Knaebel?

I would like to make a statement here. Your remarks seem to place the burden

on the State, and in that I think you are being as unfair as you accuse the State
of being. | don"t think there is anyone here that hasn"t supported the Alaska
Native Land Claims Settlement Act, nor do | sense in any of our members and there
may be a few whose feelings | don"t knew, | can"t speak for all 60 , that don"t
have the decent concurrence, but let"s not lose site of the fact that the original
agreement was with the Federal Government, and Cook Inlet and the other regions.

I could not agreee with you more, that Cook Inlet was offered semething that was
completely unsatisfactory, on the other hand, the Federal Government also has

an obligation to see that Cock Inlet receives its proper entitlement. | hate

to see them give up 46,000 acres. | think they should get their full entitlement,
but I think you"re twisting things a little bit to say that the State is this
involved.

Knaebel: It was not ny intention to input any blame to the State. 1 do think
that there are moral issues involved there that the State, whether they like
it or not, is placed in a position of making the final decision, and that the
State, in my own opinion, did clearly do a wrong thing in that the previous
administration did set down with the Federal Government and gave away Lake ?
land to the Feds and to itself that properly under the standard of the Act,
should have been withdrawn for Cook Inlet region, and had they been withdrawn
for Cook Inlet region, there is a distinct chance that this whole thing might
never have carve to pass, because there might not have been a legal basis for
Cook Inlet"s complaint. To that extent, | feel that the past administration
of the State i1s involved and to that extent 1 think there is a moral issue that
relates directly to the State as well as the uninvited moral issue that has
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significantly (1A)
like Federal reserves that have little chance of being mined in the forseeable
future. Return to Cook Inlet, or loss to the State of Alaska is related not to the
total reserves in the ground, but to the rate and time which they are mined.
THe largest coal mine in the United States according to a state report, produced
about 7 million tons per year. The question then becomes when will production
start on the Caps ground vhich is the coal that Cook Inlet would now get
in the agreement. The Chitna coal is closer to tidewater and has an estimated
1.6 billion tons of coal. This coal will in all probability, be mined first.
At a production rate of 7 million tons per year, it will be 228 years before
Chitna is mined out and it would be logical in terms of the Caps. The present
value of the Caps ground is nearly zero. On the other hand, let"s just
suppose hypoMietically the Cap was mined first. There is certainly value
in lease rental and production royalties. The cap has about 50 million
tons of coal, sufficient to operate a mine of seven million tons per year for
79 years. Present value of royalties calculated by State engineers are for a
mine of 0 million tons a year and calculated between 3.7 and 6.5 million. A
probable scenario for the Cap might be that mining starts and progresses for
20 to 50 years. Since the Chitna is closer and both areas will be under lease
to the same party on the assunption that both areas ranain in State hands,
the lew cost coal in Chitna would be gone 50 years frcm new and the Cap would
then be opened up. The present value of Caps then are lease payments through
the years, plus royalties after 20 years. This totals up to a series of figures
which, including the lease payments and royalties and the value of the coal itself
brings the total present value of the Caps to about two million, seven hundred
eighty seven thousand dollars ($2,787,000) rather than several billion dollars.
In surrmary, regarding the Beluga, Cook Inlet has received 13.5 townships. This
excludes 75 percent of the known coal. 1.6 billion tons of kncwn coal remain
to tlie State. Cook Inlet gets 570 million tois of known coal, 850 million tons
of hypothetical coal. The State estimates royalties to Cook Inlet at 15 million
dollars on the 570 milion tons of known coal in the Cap. Since however, Chitna
would probably be mined first, the present value of the Caps, the value of future
income discounting the present is 3 million for land. Therefore, what we have
here is the State giving up very hypothetical future coal income of very uncertain
value in exchange for high present value of land exemplified by Campbell Air Strip,
Swanson River revenue and other Federal excess properties. In surrmary, the net
effect of the whole trade agreement appears to be as follows. The State gets high
valued Federal excess property near Anchorage that might otherwise go to Cook Inlet.
The State oil revenues frcm Swanson River are protected for the State. Cook Inlet
gets seme resource land that would otherwise be locked up by the Federal Government
and not used for the economic benefit of Alaska. Contrary to what has been said
earlier, the out-of-regions selected do not cost the State. There is enough
(1A) land and land available (IA) to more than meet the State®s entitlement,
and in addition to that, the effect of this Act and this trade is to increase
the final total State title, over and above the Statehood Act by approximately
30 townships. It appears to me that the potential gain of 30 extra townships
of State ownership has a good chance of exceeding the potential loss from the
production of coal reserves of questionable value. Also, approximately 19.7
townships of State land are transferred to private ownership. These lands are



been dropped into the State"s lap, but I surely did not mean to impune any
tendancy on the part of the State or you folks to rule against Cook Inlet,
per se, | simply wanted to bring out these points.

Sen. Poland: Did you help Cook Inlet select this particular range that they
selected?

Knaebel; We advised them on technical matters relating to land and have helped
them to decided the priority of the lands that were available up to this
time for selection.

Sen. Poland: Are there any further guestions of Mr. Knaebel?

Rep. Brown; Madam Chairman?

Sen. Poland; Brcwn.

Rep. Brown; 1 am interested in the computation that has been made in regard
to the comparison of various coal lands and I am sure that other people here
will be testifying and variously agreeing and disagreeing with what you have
to say and because that is true and because the issue falls back to Juneau,
and we"l1l be looking at those same figures again, 1 am wandering if it would
be possible for you to have that portion of your remarks or that summary typed
up and sent to the ccrrmittee.

Knaebel: Yes sir. We can not only do that but we can show you the basis of

how we arrived at that figure. | might point out that to the engineers here

that probably the most common point of disagreement is going to be the assignment
of a probability function as to whether or not a given unit of coal 1s going

to be economically mineable by a certain point in time. We have taken the
State®s report and we think they are basically right and have taken a somewhat
more conservative view point on what are true economic reserves that can be mined
at a profit.

Brcwn: 1 am sure that those who agrree with you would like to have that material
in support the argument and the disagreeing people would like to have it (lA)
to try to shoot it down.

Sen. Poland: Thank you very much. Mr. Chuck Hawley.

Hawley: I am C. C. Hawley, the local mining geologist, | am president of the
local chapter of the Alaska Mining Association.

We don"t feel that we can take a negative position on this for two main reasons,
one the complexity of the thing, and we have only just been able to get the facts
and then we have conflict of interest too. For one thing, the mining companies
are members of the Cook Inlet Native Association and members of the Alaska Mining
Association and we have had difficulty in getting all the facts. It doesn"t
appear the proper co"i-se to advocate a position. | think we will, there are
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several things that we need to talk about and some of them haven Tt been brought
up at all. Several things. First thing would be the trade off in volume mineral
values are not easily assessible, but they probably should not be an overriding
factor. And there are two considerations that lead to that.

Blank tape.

ayt Are not appreciably different. The second point is that seme of the
NoncTwhich the State now can select has been demonstrated by the efforts of
Cock Inlet Region to be mineralized. This was done on their behalf by contract
mineral companies and this land would formerly have been in D-Z status, this
land that they thought they could select and they made the expenditures to go
out and prospect it and determined that it was, in fact, mineralized. This land
that you can"t put a value on it, but in other words, the State may be giving
up seme things that they®re getting mineral values in return. Another related
factor is that the major and perhaps only mineable coal in the Beluga area
is that that remains in State ownership. | know pretty much what company reserves
figures are in the Beluga fields and that they do not exceed the figures brought
out by the State or just introduced in testimony; in fact, they"re appreciably
less than this. This is coal that can be mined in a reasonable future, say
the next 25 to 50 years. Okay, so as far as mineral, | think this has been
over quite a few, to a large extent. A point that the ccnmittee, or legislative
action might address, the State will receive land in this trade and these, the
trade would obviously be more effected by the mining industry if we can be
assured, or, not assured, but, if we can have sane assurance that we would be
able to prospect on this land. In other words, the land that the State is new
getting trade in the Illiamna area, Kamishak Bay area and the Talkeetva Mountain
area; sane of this probably will end up as parks, say the Kamishak Bay area, the
other bear protection area and the salmon area; but it also has high mineral
potential. And so, we would feel that the lands that are returned to
State selection, many of than should be open to mineral (l1A). So, that®s a
point that 1 don®t think has been brought up.
The most serious problem involved in the trade, that I can see, involves
a change of DI and D2 lands, specifically in the Lake Clark area,
The, and this is one area that"s not treated in the economic evaluation of
the State, in other words, the State has tried to look for trade offs in the
paper that they®"ve prepared; but the State, in the provisions of the government,
had given up the right to select anything in this Lake Clark area which is about
30 townships. And, it further has agreed that this land would go into national
parks status, not perhaps national parks, but it will be under national park
management. We have further agreed that certain lands inthe Kenai Moose
Range will not be automatically, that the Secretary of the Cook Inlet Native
Association, will encourage their placement in the growing system. In
other words, this land is getting the D2 type legislation, they"re prejudicing
they"re already trying to make decent settlements. The land in the Lake Clark
area includes a (IA) which has been billed and the value ,.. the only (IA)
official number that can be estimated (IA) is open file publication of about
three or four years ago, the value (1A) ... results in excess of 200 million
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dollars. This land would go into national parks and, in effect, constitute

a taking because there®"s no way you can mine a national park or a national

park recreation area regardless of what the park service says will happen.

This has been pretty much provided in Glacier Bay and if you give it to a
national park, you"ve lost it. I think maybe this whole trade has gone

so far that this particular item cannot be remedied but we see similar

problems in the southern part of the Brooks Range where the State selected
mineral land in the Mt. McKinley area where State-Fedreal trades were involved
that the legislature should look closely to what lands the State is going

to trade back to the Federal government. The national park service never

gives up. They"re the most effective group I"ve ever seen as far as land
acquisition and they"ll get you every possible way. Maybe sane people think
that"s highly desireable but, I think giving of known mineral land is

sanetiling that"s really questionable; especially since there®"s no compensation
mechanism that really appears to work. Okay, kind of emotional or something
like that. But I would like to talk a little bit about taxation and revenue since
this was yesterday and this 10 percent royalty provision was negotiated at a
time when coal values were lew. | think that you also need to put yourself

in the position of (lA) at about this time. At the time that they started

to pick up coal lands, there was no good coal potential anywhere in the United
States. The people had pretty much given up on coal - you couldn"t sell
acreages in that area. They felt that here was an area where they could
acquire coal which was not economical and by putting in a liquification plant
upgrade that coal to the extent that it was economical. New, events subsequent
to that have probably made this coal economical and feasible, but that wasn"t
their initial plan and they acquired this ground in, they were going to convert
it artifically to, say, an environmentally clean product. And, so, when you
look at revenues, it"s semetimes forgotten that the total revenue to the State
isn"t just a royaly — it"s the State incane tax, all the indirect benefits

to the State and, 1in contradiction to what other peoplehave said tody, we do
have a settlement tux, it"s a 7 percent on the net tax, and it would exist

on properties and would give a return to the State just as much as if it were
to say, remain in State ownership. So, a lot of you people maybe shouldhave been
in the tax business anyway. | couldn®t resist the chance to get a little

plug in there.

One other further danger that | can see in things that are happening in the
State is the tendancy for the, 1 don"t knew how to say it exactly, but the
political, anyway, making the geological survey of the State into a political
body. Now, I don"t say that this is happening in this case, but the State
administration has asked tlie State geological survey to carve up with a document
which justifies this trade and they asked them to do after the fact that the
trade has been arranged. And | think that"s extremely bad and even tlvough

I agree with the things in here, the fact that you"re asking technical

people to get into the political arena is very, very dangerous. It

didn"t happen in previous administrations because the Commissioner of

Natural Resources knew something about resources. It happens here because,
they have to go back down the staff to find out anything about natural
resources.

Q)

Well, the previous administration (IA) a minute ago, but they were trying
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to acquire economic value for the citizens of the State of Alaska, Maybe
they made sane mistakes ... Thank you very much.

Sen. Poland; Thank you Mr. Hawley. Representative Brown.

Brecwn: 1"m going to yield to (IA) first because I keep looking like I™m
putting ny hand up here all the time. Am I the only one asking questions?

Sen. Poland: You can just talk for all of us.

.asp. Brcwn: One of the things he talked about was a matter involving concern
over this 10 percent royalty and | didn"t really understand what it was that
you were talking about or what it was you were worried (lA) or somebody....

Hawley: Well,

Rep. Brcwn: Let me finish my carments and question - and that is, the State,
my impression is you can"t go ahead and change the royalty on coal that

has already been granted and those in Cook Inlet, they may well be
re-negotiating but they"ll be re-negotiating on the basis of a business
decision. The other party probably won*t want it if (IA) negotiate (lA)

lots of money for the operation. So, what is the danger and the worry

here (1A) concerned about?

Hawley: Okay. The danger that I heard today is that people here say " ch
boy, coal has just gone frcm $5 a ton to $20 a ton — there"s really

going to be a tremendous windfc.ll profit that people can tax.” | think you
need to look carefully at that. The State can increase their royalties, it
does have the potential at any time to increase, say to raise the net tax or
other tax provisions for gaining revenue.

Rep. Brown: (JA) there®s a royalty and then there"s a tax.

Hawley; Okay, but there"s still (lA) the State. It"s sort of a technical
qguestion but it still ccmes out as profit, a piece of the pie and you can
only cut it so small. Well, this thing is happening on oil legislation
right new. They want to increase the (IA). They can increase the royalty
(1A) little bit tricky right at the mcment. But, don"t assume that these
people are going to make a tremendous windfall profit. |If it goes to a
liquification plan, about three or four years ago it was estimated that

a plant like this would cost a hundred million dollars and no one liad ever
built one then; so, 1 think you"re looking at capital costs of one to two
hundred million dollars that they need to get back before you start worrying
about trying to tax any excess profits. That"s what 1"m getting at. There"s
a tendancy to think that pecple in the resource industry are making....

(tape nine)
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Hawley; ... extract resources ether than oil and gas, some specific industries
of the entire century so far has been a net loss. (lA)

Fan. Poland: Are there any other further questions of Mr. Hawley? Thank you
very much. Stewart Hamstad?

Sen. Poland: Cecil Barnes? And William Johnson has submitted written testimony
to the carmittee and will not appear. Dr. Douglas Stark?

Stark: My name is Douglas Stark and 1 live in Anchorage. | want to say that I
appreciate your committee being here and holding the exhaustive hearing on stoppages
hearing this morning in P“hner. 1 have no personal ax to grind. | oould stay

home and trust that you will reoormena approval of the agreement but | know that
there is opposition for various reasons and a Legislative body such as yours
can"t help but think that maybe the testimony here is in fact representative of
the constituents. So | figure it is desirable for citizens to testify. (IA)
background of this issue. The Native Claims Settlement Act provides that the
Cook Inlet region has a right to a certain amount of land because private parties
in the State have already selected the best land for themselves. We have a
problem in the regional (IA) court. Settlement Act provides a very rigid formula
for land distribution but since there was a problem in this area, the State, the
region and the feds sat down and negiotiated an agreement. [lhis, in itself, is
commendable because all factors can be taken into account (l1A) this rigid statewide
guidelines.  (IA) which reads: "which was not to the benefit of one and the
detriment of another but wl ich would benefit all parties.” In earlier stages of
negotiations various issues were raised as to what the region wide did. During
these negotiations, the region gave up the following claims: number one, the
Swanson River oil fields; number two, the Canpbell Airstrip, Point Canpbell and
Point Woronzof Tract; number three, the Beluga mental health coal lands. During
the negotiations the State held public hearings on the trade. We may not agree
with the region®s position. We may not agree with the State"s position. We may
not agree with the federal position. But in a complex issue such as this, there
is bound to be at least one bid frcm key cities, persons confined in this view.

In other words, we have to take the whole thing as a package. This complex issue
contains many safeguards for the various parties such as restrictions on the sale
and restrictions on manner of u=e. And the State appears to gain 700,000 acres
more from the Federal €<vemment than it gives up to the region. In addition,
the State gets the Campbell Airstrip, the Campbell Point, Point Woronzof Tracts.
A lot of side issues have been brought up. Somebody that (1A) such as the Legislature
versus the Administration. As far as care of the land and proper development,
based on what I"ve observed, the land would be best off in the region"s hands.

In the final analysis we have to examine the alternatives to this agreement and
what would happen if it were rejected. Another agreement would involve having to
go back to Congress. Ilhe various staff who have devoted a substantial amount of
effort to this issue, the State in particular, has many other things to do with
its limited personnel, sources beside rehashing this issue. | doubt that at this
moment, consideration would substantially .improve the agreement. 1 think that it
would be similar to the union tha; rejects an agreement, strikes for three more
months and then accepts the same offer that it was originally offered. | think
the agreement is a good one and the rejection of it is unwise and | urge your
approval of it.
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Sen. Poland: [lhank you Dr. Stark and Representative ?

Rep. : Vftiat is your profession?

Stark: 1"m a consultant in management engineering and planning.
Pi 1te?

Stark: Private practice.
Thank you.

Sen. Poland: Representative Brown.

Rep. Brown: 1 only have one ccnment. You raid there were sane side issues that
created muddy waters such as problem of the Legislature with (l1A). As far as I'm
concerned, 1 think that side issue is not a side issue. | also would (1A) |

think it would have (l1A) democrat, republicans or (IA) the legislature (IA) sane
thing. And it demonstrates a major problem, as people have testified and pointed
out, we don"t have procedures (IA) we should have. So that this kind of thing
has been going on for (1A) So I would strongly disagree with that portion of
your testimony. That"s all 1 have to say.

Stark: Well, on that | think we all agree that that"s an issue, whether it's a
side issue or a prime issue, to some extent it is subsidary to the main issue
which is the agreement itself. If the agreement is a good agreement for the
State, is a good agreement for the region, a good agreement for the Federal
Government, if the alternatives to approval are very negative, then the question
is, what is the subsequent issue which is the agreement and if there are seme
problems at the way in which it was arrived at, then we"ll see that it doesn"t
happen again.

Rep. Brown: But, you knew, you really kind of work like you"re disaproving the
actions of these committes and legislative council and say someone raised a side
issue to muddy the water as though there was same kind of criminal intent on the
members of the legislative council who asked that the subcommittee involving
Senator poland, Senator Rader and sane of the others look into that, (1A) I
don®t think there"s any kind of intent. | just wanted to call or question your
use of the word. Maybe you didn"t intend tiiat that was the case.

Stark: No I didn"t.

Sen. Pol.aid: Are there any other questions of (lA)? Dr. Stark, thank you very
much. John Baxandall? (1A) speak to us? 1 guess he"s not here. Alec Sisson?
Doris Clark? Andrew Camkoff?

Camkoff: My nane is Andy Camkoff. I"m a stockholder in Cook Inlet Region. I™m
also the General Manager for the Knik Village Corporation, the Alexander Creek
Native Association and have been into the particular thing of the land trade

quite extensively in the last few months. And in behalf of Knik-Knik stockholders,
we have gone through quite an awful lot of additional work in achieving and
selecting the entitlement lands that the two village corporations were entitled
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to under the Act. We have looked into this trade quite extensively in behalf of
our own particular demand problems in and around the Knik and Alexander village
port townships prior to the negotiations and tlie outcome of the tri-party agreement.
Knik and Alexander have been burdened with selecting lands in far-off locations
such as Lake Clark, Talkeetna Mountains, west side Cook Inlet and only by the

means and the outcome of Cook Inlet, State of Alaska and the Department of Interior
land trades have the means to particular villages have arrived at any lands close
and near to their villages™ area. We highly support the trade. We welcome the
opportunity to settle the land problems that the village corporations are faced
with. The land trade has brought about an awful lot of additional, work to corporations
(1A) village. An awful lot of additional expenses. We feel that the land trade
not only benefits Cook Inlet but also that of the village corporations that are
involved that were forced into selecting deficiency lards in the Lake Clark area,
the lower west side Cook Inlet. We had mixed emotions about identifying and
selecting those lands that were set aside by the Secretary. Consequently we had

no choice but to select them (1A) Cook Inlet, Lake Clark. We would have, and if
this trade does not follow through with approval, these corporations would be
burdened quite heavily in the future with a management problem. Even though we
will have lands (lIA) we are still going to be land holders in tlie lower Cook

Inlet and geographical problems in consolidation with (1A) lands in the lower

Cook Inlet and far-off places. But through the means of the land trade, we"re

very happy with this and we highly support it and we highly support and appreciate
the efforts that have been extended and the tine and dollars and efforts of Cook
Inlet and the State and also the Department of the Interior. 1 knew that - 1

don"t think any of us have come and testified that this has directly affected

this and my intentions were to ccme before you and present our faces and values

and our "mderstanding and that we do support it. But I., .thank you.

Sen. Poland: Mr. Camkoff, when 1 talked to you earlier today, | told you that
(IA) that | would like you to confirm that this offer also takes care of the
Montana (l1A) problem.

CamkoffL Yes. Montana and Caswell group, these two organizations and corporations
are not village corporations, have been brought out and brought into the binding
documents as to the extent that they are affected. They have been working with

the Cook Inlet Region, they have these agreements and understandings of their
problems. They too were - faces a lot of problems in identifying proper and
desirable lands. Their problems, 1 believe, have been satisfied by Cook Inlet

and the State.

Sen. Poland: Representative Huntinton?

Rep. Huntington: |1 get the feeling sitting here (1A) 1°d like to ask you two
questions. First of all, who was in agreement first (IA) Washington, Anchorage or
Juneau?

Camkoff: Speaking of what agreement?

Rep. Huntington: (IA) Cook Inlet and (l1A)

Camkoff: As it affects the villages within Cook Inlet?
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Rep. Huntington: No. You knew, you said you were working under (1A) Where was
this (IA) drawn up at?

Camkoff; Okay. Let me drop back a little bit and draw you the village picture,
those villages that are affected within this agreement within the Cook Inlet
boundary. The Cook Inlet villages have brought in, I would call it, under a

double tri-party agreement. lhe original tri-party agreement was called the Cook
Inlet, the State of Alaska and the Department of the Interior tri-party. lhat

set out and identified certain parameters of the trade. As it affected the
villages, those had been as selected lands in Lake Clark, & 1involved us in this
tri-party agreement where the Cook Inlet villages, State of Alaska and the affected
villages. So when I"m talking about an agreement, we had an agreement with Cook
Inlet and the State of complying and fulfilling these (l1A) of these (IA).

Rep. Huntington: No. First | asked you where does this mean, where was this
brought up - Washington D.C.? This agreement that (lA) the one where we"re
testifying on new, the (1A) royalty agreement. (IA) Washington D.C., Anchorage
or Juneau?

Camkoff: I couldn®"t tell you.

Rep. Huntington: You don®"t know?

Camkoff: No. I think it"s probably a combination of... 1 think that the federal
(1A) much more technical (1A) than 1 do.

(inaudible)

Inaudible

Yes, the agreement, that is (1A) I would first (l1A) ~bout a year ago. We
had seme (IA) in the State (IA) the Federal Government and as we talked with
people, plan and develop a coastal development (1A) contribution (1A) benefit
Cook Inlet region (1A) and (14)

Rep. Huntington: 1lhen you feel the native corporations are capable of drawing up
its own agreement then on their own side?

Yes | do.

Rep. Huntington: Then you don"t have bo run to tlie Legislature everytime you
want a (1A)?

I agree.
Rep. Huntington: Thank you.
Sen. Poland: Are there any further questions of Mr. Camkoff?

Camkoff: Mr. Huntington, in tlie one agreement I was saying that the Knik village
corporations had gone into Cook Inlet as a...
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I think that"s... (1IA) clarification of that law. I think (1)

Camkoff: Knik village corporation and other villages that identified lands in
Lake Clark more or less signed a contract agreement supporting those characteristics
of the trade with Cook Inlet and we. ..

(IA) the village corporations (IA) and the regions (lIA) desire to have
the villages present (IA) or abandon the selections in Lake Clark (IA) do that.
And so the villages have to agree with (IA) selections in lake Clark (lIA) agree
to do that and so (IA)

Rep. Huntington: Okay. The reason | asked you is that | get the feeling here
that the Legislature wants to do that and everytime you want take (lA) paper and
pencil and ask someone if i1t"s okay (lIA) and | don"t agree with it.

(inaudible)

Sen. Poland: Are there any further questions of Nr. Camkoff? Thank you very
much. John Alsworth?

Alsworth; Senator Poland, members of the ccnmittee, ladies and gentlemen, m/

name is John Alsworth, a native of Port Alsworth, Alaska. For your information
Port Alsworth is located within the subject land of this hearing and has been in
existence since 194.1 when my father and mother moved there. We have incorporated
as a native group as Tanalian Incorporated under the provisions of the Alaskan
Native Land Claims Settlement Act of 1971. However, there are certain complications
which have hindered our attempt to attain recognition and gain rightfil benefits
under this said Act. These complications are as follows: we are enrolled to Port
Alsworth and shareholders in the Bristol Bay Region. The location of Port A].sworth
is within tlie boundaries of the Cook Inlet Region. | understand that this land

was withdrawn as regional deficiency land and converted to village deficiency

land by Public Land Offer. Prior to December 18th of last year certain villages

of Cook Inlet filed applications for the lands we have applied for. [Ihe reason

for this testimony is to bring to light the property interests which we lay claim
to within this contested area. Regardless of the outcome, we want our claim to

the Port Alsworth lands protected and written into the land swap agreement.

After attending the hearings here tonight, our feeling as a group is that we are
being ignored by higher interests of bigger corporations or operations. After
thirty-five years of iny family living at Port Alsworth, we as a group feel that

we should have first choice of the land to be filed on.

Rep. Anderson: Mr. Alsworth, really as far as | can determine, there®s very
little that this ccnmittee can do to resolve your problems. But I think it"s
very helpful for your claim frcm your point of view to have this particular
problem brought to our attention. 1 think that Mr. Huhndorf has probably listened
very carefully to your need here arid 1"m sure that he will be getting in contact
with you. So I think it would be a good idea if you two got together.

Sen. Poland: Senator Rader.

Sen. Rader: Excuse me, | understand, Mr. Alsworth, are you a member of the Cook
Inlet (IA) organization?



Alsworth: No. 1°m a member of Bristol Bay.
(inaudible)

(1IA) Cook Inlet. (IA) is that down south of Homer?

No, that"s located on Lake Clark.

Oh, that"s right. Yes, that"s right... We"re, as you"ve probably gathered
by what you have heard here, we (lIA) position, you write this Act. | don"t

know... (1A) I don"t know what should be done...

Sen. Poland: (1A) 1 appreciate Mr. Alsworth™s bringing this to our attention but
Rep. Anderson and | feel sure that he"ll be able to work with Mr. Huhndorf...

Alsworth: 1 kind of feel, myself, like a mouse under the rug because I"m representing
a second people in this group. And I realize that 1°m facing the State, Federal
Government and the Cook Inlet Native Corporation and this is scenething that, you

know, that | realize could be rather impossible for a group of (lA).But the

reason why | ccme here tonight is tn state myinterest in the land. 1"ve lived

here all my life and it"s kind of like someone giving away your (l1A4)

Sen. Poland: Representative Hershberger.

Rep. Hershberger: John, hew much, beside the strip of your actual homesite and
where the house 1is, acreage is involved?

Alsworth: 2,240 acres.
Rep. Hershberger: Less than 2,500 acres. All along the same continuous...
Alsworth: My dad has 160 acres patented that®s on the edge of that.

This was in the plot?

Alsworth: 1lhe Port Alsworth area was withdrawn frcm seme five villages now on
the south side of Cook Inlet.

(ianudible)

Alsworth: Aid 1 realize the problem, lhe land is rather inaccessible, you
can"t, you know. ..

(inaudible)

Sen. Poland [Ihis is something over which we haven™t any...
Has the earmarkings of an internal problem.

Sen. Poland: (IA) two regions...

Sen. Poland: Mr. Huhndorf, do you care to cament on. ..



Huhndorf: 1"ve had a couple of occasions to talk with representatives of Port
Alsworth and (1A) trying to (lIA) under the trade (1A) and the land would then
revert back to its original (l1A) we take that stand (lA) and we"re prepared to

an
(ianudible)
Sen. Poland: When could we (l1A4)
Huhndorf; Inaudible
Sen. Poland: Thank you Mr. Alsworth. Tiiank you. Nelson Ankapak?

Ankapak: Good evening Madam Chairman, ladies and gentlemen. I really don"t know
where to begin primarily because each time that there is a person 15)here testifying
for Cook Inlet Region, State of Alaska and the Department of Interior land swap

it seems like they have looked at my notes. So I really can"t (laughter)

Anyway, because we have a limited amount of time, 1°1l make my statement very
brief. You have just recently got the agreement between Cook Inlet Region, State
of Alaska and the Department of Interior was finalized. 1 believe that this is a
first of its kind to be readied here in Alaska. That is, that three of the

largest land holders have came to an agreement, State of Alaska and the native
community. We have followed the progress of the course of agreement very closely,
primarily because Calista Corporation is one of the corporations that is adjacent
to Cook Inlet. And I might add that although the agreement identifies Cook

Inlet, State of Alaska and (lA) as parties to that agreement, that before the

terms were finalized that Cook Inlet and the members of Calista Regional Corporation
had a few meetings and came bo seme kind of a compromise. | might add that when
the Land Claims Act was passed in 1971 and consequently signed into law on December
18, 1971 by, then, President Nixon, the United States Congress declared that

there was a need for a fair and just settlement of claims of (1A). Seme of tlie
terms of the land swap, 1 believe, even (1A) by the Federal Government, the State
of Alaska to fulfill this need. 1 believe that late in the game, the Dept of
Interior realizing that they did not really fully fulfill, and yet the Act was
passed by the United States Congress for fair and just settlement. Thus, |
beleive, that was one of the reasons why the tri-party agreement was reached. In
short, Calista Corporation is supportive of the terms of tlie Cook Inlet settlement
and would urge the State Legislatures to support them of it. Thank you very

much.

Sen. Poland: Tliank you. Are there any questions for Mr. Ankapak? Thank you
very much Mr. Ankapak for appearing here this evening. (1)

Armstrong: My name is Carl Armstrong. 1"m chairman of the Kodiak Regional
Native Corporation in the Kodiak Islands. 1°m secretary of that corporation and
I serve on the staff as public relations. [I"m editor of tlie Kodiak Islander
newspaper. 1°m here to urge that the settlement that has been proposed be
approved and to... | think I wrote out a list. 1 find it almost incredible that
tlie Alaska Department of Fish & Game, Alaska Wildlife Service, the U.S. Forest
Service, the Land Use Planning Catmission, the Governor, tlie environmentalists,
the Borough and the Congressional delegation nrtde up of democrats and republicans
are in agreement. | think in the course of the four years we have tried to



implement the Act, believe me, it has never happened before.
| serve as the... Kasilof Land Department...

(break in tape)

Armstrong: ...at least I"m in debt. Hopefully you will correct that situation.
In addition to all my other activities, | often serve as a consultant to other
regional corporations around there - lliamna Corporation. Those of you who have

been in tlie Legislature a long time, 1 think John Rader was the one who told me

that a consultant -the definition of a consultant is a man who kncws eighty-seven
different ways of making a buck but he doesn®t knew any women. Sometimes that"s

tae way we feel in trying to implement this Act. This agreement, placed in front

of you, represents, we think in Kodiak, a pioneering effort under the most difficult
circumstance, combining land planning, equal value, the interest of local communities,
the future economy of the State and the need for a just and equitable settlement.
I"m not going to say anymore than that. I would just urge that you consider the
fact that all these agencies and these personalities are very diverse and yet in
consulting together on a most complicated matter have cone to an agreement. And
they put it in front of you people and it"s up to the Alaska Legislature new to
either say yes or no. And that"s my understanding. If you try to alter it, iry
understanding, than it"s all over with. You"re saying that in effect (1A) |

hope that you won"t do that. It would seem to me that the Congresssional delegation,
after the display they made over the two hundred mile limit, if they could ccme

to an agreement on this ccmplicated matter, it surely went through the mill, so

all tlie compromises have been made. All the debates have been spoken and there
isn"t much more than can be done. |I"m aware of some of the complications that

they got in to and of the sacrifices that everbody has contributed in arriving at
sane sort of an agreement that is acceptable. 1 sincerely urge that you do
everything within your comprehension to approve that agreement, lhank you.

Sen. Poland; Thiank you Mr. Armstrong. Mr. Anderson wants to read the statement
of tlie Bristol Bay Corporation into the record and we have one more witness.

Rep. Anderson: Thank you. | just received a letter from the Bristol Bay Native
Corporation that they wrote to me and they state that, "the Bristol Bay Native
Corporation hereby goes on record in support of the land exchange agreement
between the Federal Government, the State of Alaska and the Cook Inlet Region
Incorporated provided that the parties involved recognize and give assurance that
the property interests of Port Alsworth are protected.” And that"s signed by
Harvey Samuelson, President of the Bristol Bay Native corporation.

Sen. Poland: [lIhank you. Mr. Galliett.

Galliett; (IA) Maps (IA) like to mention took me about 60 seconds and think 1

can do it.

Sen. Poland: Mr. Galliett is our last witness so we will not be meeting (IA)
(inaudible - many people talking at once)

Galliett: Senator Poland, members of the committee, thank you for the opportunity

to (1A) I know you"ve waited a long time (1A) and 1 admire your tenacity. |
think one question here at the outset should be, hew far ahead should a statesman
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look? I don"t knew whether you consider yourselves statesmen or not but what
we"re talking about here 1is incane to our children, our childrens® children and
beyond that. The question is whether we"re going to give that incane to a small
percentage of the population of this State or whether the eighty percent of the
population of this State is going to retain our most valuable State lands. Now,
we"re going to be here a long time as citizens and our children are going to be
here a long time. New, what surface and mineral estate are we giving away in
this deal? There®"s a long list of lands that I could cite and it would just
waste your tine. You have the list. It"s difficult and tedious to analyze it.
It"s taken me weeks. I presume you will just have to do it. |Ihe mose important
moneywise piece of land in this deal is the Beluga coal fields. But close in
importance would be the Homer coal fields. And possible next in order would be
an industrial and port site on the west side of Cook Inlet which is also involved
in this give-away. Now I think, 1 will try to confine ny technical remarks to
the Beluga coal fields and the Homer coal fields because there isn"t time to go
in to the other details. One of the problems that we have with this deal is its
uncertainty. It"s a blank check to which you"re going to put your signatures and
then Mr. Smith behind me is going to sit down with the native corporations and he
is going to decide what he wants to give them of our State lands. You are not
going to know the deal. The way it is written does not permit that. Now one of
the problems built into this arrangement, and it was done deliberately because
otherwise too many objections would have arisen in particular instances of land
being given away, but one of the problems is that many of these villages have
overselected, they have selected according to the rap which sets forth all alternatives.
And I"m not sure that anyone knows what it is they"re going to get or what it is
that you"re being asked to give away to villages. You"ve seen various figures in
the newspapers and you have, | believe, a copy of all my articles in your hand so
there is no point in belaboring that issue. Hew much coal are we giving away?
You®"ve heard the experts from the Division of Lands and the Division of Geo—
logical/Geophysical Survey who were called in after the fact to justify this deal
give their quantities. New, | would like to tell you how I got into this so you
understand something about whether 1 have a conflict of interest and justhow
much work has gone into my determination of quantities of coal in the Beluga
area. In the first place, | was brought into this by an oil company which calls
itself an energy company which still has interests in Alaska that they"re pursuing
with very, very little help frcm me. They asked, when they put me to work looking
for an industrial site for a refinery to refine State royalty oil, to carefully
consider the fact that they were an oil company and therefore interested in coal
and not merely oil or gas. So I think I went overboard a little and acquired an
awful lot more information than they ever expected. At any rate, they got it.
And particularly on the Beluga coal fields. New, initially | depended on a
report by Barnes which is available to the committee which dealt almost entirely
with surface outcrops because in the days when Barnes did his work, t n or twelve
years ago, no one would think any deeper than a very limited stripping depth of
coal and

(tape ten)
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Galliett: .._the knowledge of how to convert it into something that we can
afford to ship, the fact that we"re new at the point where we can make oil out of
coal competitively with foreign oil. lhe situation is getting slcv/ly better as
research improves the details of the processes that are available to us. The
first oil control plant was just contracted for the United States government and
it's to go in near St. Louis. This production plant and not merely a (l1A). What
I did later, after my initial studies of coal and acceptance of seme of Bame"s
figures, was look back again at the rules that these people in the geological
profession applied. When they estimate coal, for example, they are very conservative.
They don"t like to be put in the position of making a grand statement and later
having it shot full of holes and being embaressed. So rather than be embarrasses,
they establish very arbitrary limits as to how for they will project coal, or
infer coal, from the outcroppings or drill holes. New, this kind of estimate is
totally inadequate for the purpose of a large corporation or the State or any
other person or group that has the stewardship of valuable property. Of course,
the best information, there are others that weren®"t, and using tlie mud logs and
the electric logs, he has given us information on coal liow much coal at varied
depths, how thick, what kind of (1A) and various information like this that
general good math (lIA) how much thickness of coal occurs between 0 and 2,000
feet, 2,000 to 5,000 feet and then again frcm 0 to 10,000 feet. The quantities
of coal are almost unbelievable and yet, on top of all that, 1 have obtained logs
on some of the wells closest to the Beluga area and its my opinion that Mr.

McGee, again, as geologists are went to be, he has been very conservative. |
think he has understated even the enormous amounts of coal, but nevertheless, 1
accepted his figures. I even reduced his figures in making projection frcm them.
Now one of the problems you have here (1A) value (1A) coal (1A) corporation (IA)
one we have a lot of faults (1A) all the oil and gas wealth comes in this (lA)
faults (IA) insteadof drawing the arbitrary (1A) lowland (lA) now, what this
figure gives us finally? (l1A) coal (IA) 2,000feet

(testimony barely audible)

(1A) don"t understand (lA) tlie Department of Interior has practically required
that coal land (1A) prospecting here in my studies somewhat based on actual
physical knowledge. One thing that I°m very conservative .inwhen 1 talked to Mr.
Hackett of the University, still formulating his information on this area. He was
(IA) prospectus, he was (IA) information and I recollect and my notes reflect
(IA) tertiary sediments contain coal in vr Zying amounts (lA) . So to some

extent all this work is based on (l1A) actual drill holes and tlie use of mud (IA)
the only thing | can"t report to you, as that | have not completed the analysis
r f the electric log- we"re working on it (lIA) next week instead of coming in
here and giving you a lot of malarky about how little coal thereis in defense
of tlie deal that®"s already been made. At least you can see |"ve done seme

actual physical work on it and I bring the results of it to you and they can
critize my newspaper articles and they can critize my work but at least you

have it. (1A) Now from that from those contours, | took every township in the
Beluga basin that was in the swap area, and marked on the maps, and | took tliree



things: I took the percentage of the townships that contained any coal, that is,
within the sedimentary basin, the depth of coal as shown by the contours within
2,000 feet of the surface, and finally the 50% factor of ultimate recovery. That
would yield recoverable coal, if you multiply each township (lA) figure by 40
million tons for every foot of coal covering the township. The mechanics are
really not so important. I"ve done this twice, independently. The first time I
came up with 15 billion, 800 million tons. The second time | came up with 13
billion. Now, we"re allowed certain variations in that -it"s very crude. I make
no claims that it is absolutely accurate or that it constitutes very reliable
information. But it"s better than just making guesses or taking an arbitrary
boundary around coal outcrops. It"s a heck of a lot better than taking below
that level. And that"s what has been done. (IA) New, since | did that, 1"ve
listened to Mr. Hackett who tells us the sedimentary base is several thousand
feet deeper than the information on which my prospectus was based. If anything,
it nearly halves the coal, not greatly but somewhat. New, there®s so much coal
in that area that you"re not going to mine it out within a short period of years.
It"s not going to be a flash in the pan like seme of our oil fields. You're
going to be mining there for a hundred years or more, probably more. We really
needn"t concern ourselves with whether it"s going to be surface mining or underground
mining, we knew (lA) accessibility to deep tide water. It"s going to be mined by
surface mining methods first, then underground methods as mining becomes established
and market lines are put up. And finally, 1 have no doubts but what underground
gasification will take the last measures of coal in that area. Possibly long
after we"re gone. Mental health lands, by comparison, mentioned 13 billion. The
State figures on mental health lands with similar calculations came up with about
10 billion (IA) We"re not talking about 75% having been taken out of this deal,
not at all. We"re talking about more in the deal yet than what"s taken out. We
can labor over figures all night and you folks are tired, so I"1l go on. A
critical deep water port (IA) we"re giving away in this deal will probably end up
in the hands (IA) because they"re allcwed to select one township of surfaces in
that area, too. Why is that site so important to us? (lA) has done damn good
planning in this State than wander in and out with all kinds of environmental

(1A) and never sits down and talks planning. Where are the railroads going to
go, where are the pipelines going to go, where are tho cities going to stand,
where (lA) going to be. Do they think about it (lA)

(testimony becomes nearly inaudible again)

do they think we"re going to stay 300 or 400 thousand (1A) that"s ridiculous (1A
we should have State lands for sane physical improvements that must be made for
lack of good (lIA) and because | have a client who"s interested, | have (lIA) bring
(1A) over future life of the enormous coal field. There®s simply no correspondence
in value. This is sanething that takes a lot of work and the only way to do it,

is to make a list and start putting your dollar values down on both sides of tlie
column. 1°d like to ask another question to illustrate sane of the troubles with
this (I1A). Why did the amendments to our Statehood Act permit a waiver of the

equal value provision? Well, 1 can tell you in a few words. That amendment had

to be put in or people like myself and other citizens who are aggrieved by this



85

whole thing, would have stopped it in court on federal grounds, not State law
grounds, but federal law. New, what"s going to happen is, unless you folks write
a bill to eliminate equal values frcm our State Act, this thing is going to be
challenged in the State courts on the basis of our statutes. The changes shall
be on tlie basis of equal value and either party to the exchange (lIA) cash in
order to equalize the value of the property of exchange. I*m not asking you to
write such a provision. 1°d just as soon you passed a resolution and then we"ll
take it to court. (1A) don"t want injustice to most Alaskans. You have many
proponents here, many of them stand to benefit financially. Why is this deal
being pushed so vigorously and in such a short time? Another year or two would
permit the State to do the transferring necessary to determine what the values
are and do it right. I submit that (l1A) of Norway, who"s going to (1A) coal and
Inland Pacific who owns that coal (lIA) would never, never dispose of even a
fraction of these coal lands without a drilling program and a complete geological
report and this report that you got from the State Division of Geological/Geo—
physical Survey simply does not conform to what constitutes a good geological
report and it lacks information from drilling. Ihe cost of that drilling is such
a tiny fraction of the potential values lost here that it simply is not right to
dispose of that land without knowing what you"re letting go.

I think it boils down to one thing - these Cook Inlet lands that you are
being asked to dispose of (lIA) survey once they change hands, any production, of
course, benefits these native corporations, but more irrportant than that production,
which is going to be very low income production for sane years I|"m afraid, is the

asset value added to this cost. It shores up the soft so that other management
still needs (1A) values (lIA) in a few years when it"s saleable will have a very
high value. It will simply be impossible to lose those values in that time.

What is a prudent course for the State to do in a tiling like this so that
all citizens are treated fairly and we don"t rob one group to benefit another?
We"re all citizens of the State, some would rather be treated specially and given
special benefits. But we"re all together and many of us plan to stay and we"ll
probably lie buried here. First, | suggest that you reject this blank check
trade. It is wrong. Second, 1| say drill these coal fields; that takes an
appropriation. Then you"ll know what you"re doing. (lIA) Finally, give the
native corporations a chance to obtain title to specific lands and rights
that they claim and to make the selections that they"re given two years to
make. (1A) instead of the mystery (lIA) adjucated by Mr. Smith. Another itenm,
trade only on an equal value basis as determined by independent appraisals. I



86

do not trust the State administration to appraise this land in any way.
Another recamendation, all coal lands should be frozen. We"re throwing
away incane on the cheap (1A) have no escalation (lIA). This

should be done immediately. Finally, (IA) change our coal royalties to a
percentage (IA) price so that we get a fair return or. our (lA). And last,
but not least, if we turn this land over to the Native corporation for a
profit making enterprise, and they administer their lease to another profit
mining company, you"re throwing the doors open for all the evils of surface
mining that occured in the other states. | hardly need to rordnd you that
you don"t have any surface mining laws, you don®"t have any coal conservation laws
that | knew of. You"re starting this thing loose for destruction just as bad
as I"ve seen in Missouri around my wife"s old hane - mounds of material

that will take years to grew over with semething (l1A)... .Finally, and |
think this makes sense to tlie people on this Committee and the Legislature,
let"s call a spade a spade. | would like to see this canmittee and this

legislature purge itself of conflict of interest in this matter. There are
too many people that have a financial gain in this deal serving on this
ccnmittee and in the Legislature and I would like to see them not vote on
this issue at all. Thank you.

Sen Poland: Representative Cotton.

Rep. Cotton: You knew, there are probably a lot of cements to be made about
many of the things you said, but, one thing you did mention about people

on the ccnmittee and people in the Legislature that may have a conflict of
interest making a decision on their own not to vote on the matter, of course
you knew, that"s not up to than. Any time a member of the Legislature
decides that they don"t want to vote on an issue, they have to have the full
consent of the rest of the body and that®"s a point I thought you might not

be aware of.

Galliett; 1I°m aware of it. I don"t know how to solve it but I also know
the system, the principle of good government should not be overlooked in
the matter of such potentially great loss to the people. It won"t

pass. It will be observed and it will be criticized and it shouldn"t be
done that way.

Sen. Poland: Representative Osterback.

Rep. Osterback: Madam Chairman. When you talk about "we"™, would you explain
who ““we" 1is?
Sen. Poland: As far as I"m concerned, right now when 1 talk about we, I™m

talking about 80% of the non-native citizens.
1

Rep. Osterback: Well, you were talking about the (lIA) too and we don"t have
any up here unless its from California or Texas.

That"s right.
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Rep. Osterback: So, you don"t want, you want everything to (lIA) be controlled
(1A) . ..

No. ABsoluetely not.
Rep. Osterback: Well, that"s the way | took it (lA).

Well, that®"s not right. 1 don"t. (IA) State of Alaska to retain
ownership of their lands and to administer them in die public interest
and in an open way.

Sen. Poland: Senator Rodey.

Sen. Rodey: You mentioned certain conflict of interest that the Legislature

has. Could you be more specific with regard to those so that you don"t Implicate
the whole Legislature (1A) would like to knew (1A) conflict of interest (IA)
suggest a better word.

I think suggest (IA) | have gone thru the records in the Alaska
Public Office Catmission of most of the Legislators - not all of them - 1
didn"t really have time. But | have found that quite a substantial number
own stock in Native corporations and seme that apparently should have reported
stock in Native corporations either as trust or interest actual ownership
that have not so reported. They very probably do, because they hold office
in Native corporation, and (lA) the records are public....l don"t see any
great point in mentioning names and | probably (l1A)

(1A) object.
Sen. Poland: Senator Rodey.

Rodey : You stated that you think that the Governor®'s royalty rate as
unreasonable. I agree with you, this was a fantastic give-away by the State

But you also state that if in 17 or 18 years | believe, that you said we

we could do semething about the royalty rates. On what do you base that statement?

Galliett: Discussions with various people and in reading the contracts that
we have with the mining companies. There is going to be seme litigation, |
feel, when they, when the State attempts to change these but, 1 think it

can be done, in fact, it must be done. You can"t leave these royalties rates

(1A).

(1A) 1 would hope you object (1A). Price could answer that question

as to the validity of the leases for the forseeable future and the length
of years by which their value is judged and how long it will be before (IA).

Price: (1A
Galliett: Now, may I ccmvent (IA). I don"t propose doing anything doing

anything to those leases during the next 18 years or so, that"s a
valid contract but when it"s time for re-negotiations, that"s the time to
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not direct. Sane of them (IA) negotiations. Sitting down with these

people and telling them "alright, you"ve gotten away with a good thing for

18 years and you"ve paid all your development costs, new we"re going to get ours
back again,” but that"s something that will have to be left to the year that

it canes up.

(1A) leases. I1"m not aware of the attitudes the State might have 1in
re-negotiating. (1A).

Price: (1A
(1A)
(1A)
Thank you.
Sen. Poland: 1Is Mr. Bateman still here? Representative Cotten.
Rep. Cotten: 1°d like to comment on something that Senator Rodey mentioned, also

Mr. Galliett said that there semetimes not so direct methods of re-negotiating
and someone else brought up the fact that there is a mining license tax that

probably would apply to the coal fields. In answer to your question, how do you
re-negotiate (IA) might be worth (IA)
(1A) comment. (1A)....In regards to who owns the land, of couise, a

severance tax is being applied to this coal and the State can derive the
benefits from than, the royalties, in this case would probably be much less

than oil severance providing the vast bulk of 90% of the income to the State.
Wbuld you corrment on this, the question being does the actual ownership of the
land make a great deal of difference to the State has the ability thru severance
tax to extract any reasonable amount of income from it that it (IA) of that
resource.

Galliett: That"s a very good point and it"s one I|"ve thought about a lot. It
3epends on the make-up of the Legislature, | suppose. New, let"s be realistic.
You"ve got a group that will benefit frcm no severance tax because it"s their
land, their money, their income (1A). They will tppose it. It"s not

too easy (lA)...you fellas haven"t been awfully successful in taxing the mining
industry as | see it. Wliat"ll happen in these proposed severances taxes is pretty
obvious (IA) money that the native corporations might otherwise enjoy?.

(1A)
Sen. Poland: Mr. Hawley.

Hawley: (l14)

he gentleman®s point is well taken, as far as drilling having been done,
however, the depth of that drilling is inadequate to show the reserves of
deposit resources of coal that are In that area. I"ve talked to sane of the
people that held leases (lA)...they"ve told me that results of their limited
drilling. None of those people have, except possibly (l1A) and one or two others,
have wanted to spend a lot of money drilling because, up until recently, the
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whole tiling didn"t look like a very good proposition. You must realize that

only a very large mine over there can afford all of the overhead costs in estab—
lishing shipping facilities, (IA) and so on. So, a lot of the little guys fall
by the wayside. I have been advised that there"s enough confidential information
that is available to you but not to me that you could learn a lot more, alot
more about these coal fields than | can make available to you with the information
that is public. I would suggest that this information be presented to you

before you make any decision. But, more than that, none of us can knew what"s
going to happen in that sedimentary basin which is inmediately adjacent to (lA)
thickness of coal measures (l1A), of course, until you drill it. (1A) to drill

it, there are companies that would be only too happy to do it. Until you drill it,
you don"t knew what you"re getting into and that"s what, in my opinion, you

need to do to protect the State.

I don"t think this agreement has to go this year or next, maybe the year after.

I think being rushed into this thing is typical of the pressure and tactics

and all justifications for this haste, this three weeks or a month to the
Legislature, ...are just an attempt to cover up what you could discover or
perhaps discover in four years in just a little more time. I think the Congress
would fully understand if you hesitated to dispose of a coal field as energy
resources and in all probability as great as Prudhoe, or greater, while you

took those minimum steps to determine just what you"re doing.

Sen. Poland: Are there any further questions of Mr. Galliett. Tliank you very
much . Is there anyone who wants to testify. We will not resume the meeting
tcmorrcw. Have we covered all the names we had on the list of people that were
here? Yes?

I1"d just like to say (IA) .... My name is Bob and I"ve also
(IA) geologist here in Anchorage. I"ve lived here in Alaska for several
years now and have been involved mainly in metal exploration for several
companies. I1"d just like to put this tiling in the full potential here which is the
main (1A) people are concerned about into a perspective of profitability.
This is what we"re talking about over here is what the State gives up and
what the Cook Inlet Region, or whoever, may gain frcm it is profitability in the
long term. We can do a lot of things with percentages and figures here. It has
been suggested (1A) .... there"s lots and lots of drill holes, particularly
south of Katchimak and the Cook Inlet Basin that indicate a fantastic amount
of reserves in coal if you total up,as has been done here, every single bed
down to 2,000 feet and if you go below that to 5,000 feet, you cane up with
just whopping figures and if you put a dollar value per ton on this figure,
even if it"s very lew, with those kinds of figures, you arrive at an exhorbitant
potential dollars in possible royalties. But, tie thing is that the Ccrrmittee
here should be considering as far as this land trade goes, is the profitability
of reserves (lIA) at those depths the coal is there (lIA) the near future and
that might not be in the next hundred years, there®s not going to amount tothat
much. There®s coal, even more ccal reserves than that underneath the Cook
Inlet Basin, underneath the water and a lot of talk has been generated here
about possible gasification methods and (lIA) going to be able to turn this
coal into oil and so forth.
There®s some credibility to that and hopefully this is going to be one
of the ways that the U. S. a”~d Alaska keeps going here as far as energy goes
but, again, you®"re forced with the same thing, the deeper you go, the more
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and the whole thing deals in profitiblity. If you can"t its always been in
our economic system, if the dollars aren"t there, then there"s either another
way found or the price goes up to (IA) ...And my suggestion is that in spite of

the fantastic tonnages that are possible in the Beluga area that it is the
profitability of the thing that the committee should be concerned with and I
contend that this is far below what has been spoken of here, if the profitability
from my estimates and from other reports over there is in the order of a few
billion dollars. The State reports contend there is 15 .dllion dollars or so
and another projections have been up into 60 million dollars but the point

is that it"s a few million dollars of potential royalties if they"re s"ure

and in the long run and not billions of dollars. Once you look at the overall
land * .ade here and what the State is getting and what the Federal Government
is getting.

In order to appease Cook Inlet, and other parties here, the State would be
giving up a potential few million dollars worth of mining royalties but in
turn they"re gaining surface real estate of high value near Anchorage,
Campbell Airstrip and so forth that"s been talked abo-h; but, if you want to
talk about future dollars and what this (1A) may be wc th in future years,

what"s Campbell Airstrip going to be worth in 50 or a hundred years? 1 just
thought I would like to get a point in there on bringing this thing back into
perspective a little bit as to what the Committee should be looking at. If

you have questions, | might be able to help you.

Sen. Poland: Are there any questions of (IA). Thank you very much. We appreciate
everyone®"s patience and (l1A).

Madam Chairman, (IA) perhaps an opportunity to speak concerning some of
the points that we have not had the ability to listen to some of the
comments, however, hecause of the late hour, because of the people (lA)
of the ccrtTnittee bo put in, and also because of your request that, again,
certain members of the staff be present in Juneau, | think that if we
could have access to same of the information that Mr. Galliett has indicated
here, we could probably, by Wednesday, have a response from the State
Geological Survey concerning same of the items raised and other points that
came up from same of the speakers (IA) so if that"s ok, refer that till
Wednesday.

Sen. Poland: (lA)

(13)

Adjournment
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SUBJECT: Cook Inlet Land Trade (Work Order 2316)

TO: Senator Kay Poland
Chairman, Senate Resources Committee

FROM: Billy G. Berrier
Director, Legal Services

As a result of substantial negotiations between the State of
Alaska, the United States and the Cook Inlet Region, 1Inc.,

an agreement was reached concerning the exchange of land

among the parties. Since the agreement is quite complex and

has been presented in great detail to your committee 1 will

not attempt to setout the terms except to point out that one
essential element of the agreement is the transfer of subsurface
lands by the State of Alaska. This transfer is to be made

to the United States which will in turn transfer the lands

to fRIR.

It is my opinion that under existing state law adequate
authority to implement this agreement does not exist and

that, therefore, for the State of Alaska to make the conveyances
required under the agreement enabling legislation is mandatory.

While it would appear that problems exist under section 6(1)
of the Alaska Statehood Act, in my opinion these problems
are apparent rather than real. This section provides:

"(i) All grants made or confirmed under this Act shall
include mineral deposits. The grants of mineral lands
to the State of Alaska under subsections (a) and (b) of
this section are made upon the express conditions that
all sales, grants, deeds, or patents for any of the
mineral lands so granted shall be subject to and
contain a reservation to the State of all the minerals
in the lands so sold, granted, deeded, or patented,
together with the right to prospect for, mine, and
remove the same. Mineral deposits in such lands shall
be subject to lease by the State as the State legislature
may direct: Provided, That any lands or minerals

hereafter disposed of contrary to the provisions of
this section shall be forfeited to the United States by
appropriate proceedings instituted by the Attorney
General for that purpose 1in the United States District
Court for the District of Alaska.”



This section is not a prohibition to the State of transfer

of mineral rights. It is legally a conditional conveyance

to the state, conditioned upon the requirement that mineral

lands granted by the state be granted subject to reservation

of all the minerals, with the enforcement of the condition

being forfeiture of the lands to the United States by appropriate
proceedings.

Under this pattern a transfer to the United States 1is not
included. To look at it another way in the direct context
of this bill if the section did not apply to the transfer to
the United States, then +he contemplated transaction 1is
valid and title to the land and minerals passes to the
United States; but if it were held that the section does
apply to the United States a grant to the United States of
the minerals, would be a breach of condition making both
lands and minerals subject to forfeiture to the United

States. In either event title v/ould go to the United States
contingently under the second hyposthesis upon a forfeiture
action. It would be an unreasonable interpretation of the

section to consider it applicable to transfers to the United
States.

In any event, at this stage the question is hypothetical
since it would have been removed by passage of HR 66M.

However, passage of the federal act has no effect on the
state law. It is clear that the United States does not have
authority to override state law in this area, and it is
equally clear that In this Dbill Congress did not attempt to
assert such an authority.

In my opinion the transfer of the surface estate contemplated
in the agreement is authorized under AS 38.05-315 which
provides in relevant part:

"(a) the lease, sale, or other disposal of state land
or resources may be made to a state or federal agency

or political subdivision..." ()
This leaves the question as to whether there is adequate
authority to convey the mineral estate. In my opinion there
is not.

Alaska law requires reservations of mineral rights to the
State of Alaska in any conveyance AS 38.05-125 provides in
relevant part:

"RESERVATION. Each contract for the sale, lease, or

grant of state land, and each deed to state land,
properties or interest in state land, made under 88315-
325 of this chapter or 88115-120 of this chapter, except
for those lands originally acquired by purchase, exchange,
condemnation, gift, escheat or foreclosure are subject

to the following reservations:..."

This section then goes on to setout the wording of the
reservation.



Transfers to the United States are specifically included 1in
the section. It should be noted here that the rationale
under which transfers to the United States are excluded from
the operation of section 6(i) of the Statehood Act is not
applicable. Unlike section 6(1), which is a condition on a
grant between sovereigns, section 125 is positive law. As
the section i1s worded the mineral reservations apply whether
set out in the conveying document or not and would apply
even though the conveying document expressly attempted to
convey the subservice estate.

The administration has set out three sources of authority

for the proposed land exchange. Two of the three are clearly
not relevant to a proposed subsurface conveyance. The
authority of the commissioner of natural resources under AS
38.05.020(b)(2) and the authority of the director of the
division of lands under AS 35.05.335(a)(Pﬂ) were cited as
authorization. While these do give authority to enter into
land trades and agreements this authority is clearly limited

to transactions made in accordance with other lav;. Any
contention that these sections authorize either the commissioner
or the director to waive positive provisions of law must

rest on che fundamentally unsound assumption that, except

for these sections, the rest of the title has legal effect

only to the extent that the commissioner and director determine
that it should have legal effect.

The provisions of AS 38.95.060 especially when considered in
the light of the 1972 House Judiciary statement in connection
with the bill is relevant, but in my opinion not adequate
authority for the proposed land exchange. Paragraph (b) of
that section provides:

"(b) An individual Native (as defined in the federal
Act) or a corporation referred to in (a) of this section
may exchange land or an interest in land with any other
individual Native or corporation referred to in (a) of
this section or the state for the purpose of effecting
land consolidations or to facilitate the management or
development of the land."

The report from House Judiciary Committee accompanying CSHB
731 which was the source of this section, comments on this
section as follows:

“as 38 .ib.0bo0. Exchange of Land. Under the 1968 state Act,
Native corporations were granted the right to obtain state-
patented lands near the villages through exchange of lands

with the state, with the consent of the Alaska Native Commission.
This section revises and relocates those provisions to

reflect the form of the federal Act, substituting the

consent of the governor for consent of the commission, and

adds a provision comparable to section 22(f) of the federal

Act which provides for exchanges between the federal government
and Native corporations or the state. The principle is



extended in this section to exchanges between Native corporations
and the state. A "boot"™ clause comparable to the federal
language 1is also included. The statehood Act will have to

be amended to permit the state to exchange mineral interests,

or the Secretary of the Interior will have to consent to

being an intermediary under section 22(f) transfers 1in order

to gain full utility from the exchange concept."”

In light of these comments, section 22(f) of the Alaska
Native Claims Settlement Act must also be looked at. That
section provides:

"(f) The Secretary, the Secretary of Defense, and the
Secretary of Agriculture are authorized to exchange any
lands or interest therein in Alaska under their jurisdiction
for lands or interest therein of the Village Corporations,
Regional Corporations, 1individuals, or the State for

the purpose of effecting land consolidations or to
facilitate the management or development of the land.
Exchanges shall be on the basis of equal value, and

either party to the exchange may pay or accept cash in

order to equalize the value of the properties exchanged."

It can and has been, argued that the clearly stated purpose
of the Alaska lav; was to facilitate settlement under the
Alaska Native Claims Settl”ent Act and, since section 22(f)
was specifically referred to AS 38.95-060 gives to the state
administration equivalent authority to the authority given
to the secretaries under section 22(f).

Although there 1is logic to this argument, it has extremely

serious shortcomings. The most obvious shortcoming is that
the language of paragraph .060(b) simply 1is not as broad as
the language of 22(f). Unlike 22(f) which gives direct

authority to the secretaries, paragraph (b) on its face
gives author:ty only to the 1individual natives and native
coorporavions. The argument by inference is if these are
given authority to exchange Jland or interest 1in land with
the state, the state inferentially must have been given
authority under this section to exchange Jland is somewhat

weak but pluusable. But the inference that follows, if this
section 1is to be treated as authorization for the proposed
transfer, 1is quite far fetched. That inference 1Is that

since the purpose of the act was to facilitate settlement
under the Alaska Native Claims Settlement Act and since the
section inferet.tlally authorizes the state to exchange land
or an Interest An land, it also authorizes the state to
transfer any interest they may have 1in land regardless of
other laws. One of the sections necessarily waived v/ould be
AS 38.05.125. To accept this hypothesis one v/ould have to
accept that by a double pyramid inference the legislature
repealed for this specific type case a major state policy
embodied both in the statehood act and in state statute. In
my opinion this interpretation places far more v/eight on
inferential reasoning and the statement of intent than the
reasoning or statemen*. can bear.



A more reasonable interpretation of the legislature 7s
decision not to grant authority commensurate with that
granted 1in section 22(f), (and as noted in the committee
report, section 22(f) was before the legislature), 1is found
in the last sentence in the Statement of Intent quoted. That
is the transfers of subsurface estates to other than the
United States are prohibited by the Statehood Act, no
amendment to the Statehood Act had been made at that time
leaving a serious problem of possible forfeitures if the
problem were dealt with then rather than awaiting possible
amendment of the Statehood Act. Under this interpretation,
as under the clear language of the statute, the provisions
of AS 38.05.125 are unaffected by AS 38.95.060.

Based upon this analysis, it is my opinion that the transfer
of the subsurface estate contemplated in the Cook Inlet Land
Exchange 1is specifically prohibited by state lav;, that this
lav; Is uneffected by the federal act, and that if it 1is
desired that the exchange be made enabling legislation will
be necessary. At any event, regardless of the legal theory
adopted, It is clear that basing title to land of very
substantital value upon a legal foundation open to serious
question 1s most unsatisfactory.

Corrective legislation would fall in three classes:

1. General legislation covering all of the land transfers
and exchanges that will be necessary in order to fully
implement the Alaska Native Claims Settlement Act, or;

2. Specific enabling legislation for the Cook Inlet
Exchange, or;

3. Specific enabling legislation for this exchange with
subsequent general legislation.

Although specific enabling legislation for the Cook Inlet
Exchange must surmount the constitutional hurdle posed by
Article 11, Section 19 of the Constitution which prohibits

a local or special act if a general act can be made applicable,
it would appear that specific enabling legislation to be
followed by general enabling legislation is the only practicable
course. Both factually and legally, the Cook Inlet Land
Exchange 1is unique. The scope of the problem, the size of

the exchange contemplated, the peculiar impact of concentrated
selections on the Cook Inlet region, the time parimeters set

on this exchange, and the actual and potential litigation

make this a special situation. The subject is clearly a
matter of statewide interest since highly important economic
and planning values are involved and since implementation of
the Native Claims Settlement Act is clearly of importance to

the state. Further the unusual aspects here are significant
and present an insurmountable barrier to action pursuant to
a general statute. It would seem clear that under the tests

in Boucher v. Engstrom, 528 P2 537 91 (Alaska 197*0 and
Abrams v. State, 53*>~P2 91 (Alaska 1975) carefully drawn
enabling legislation for this specific transfer would be

-5-



upheld. General legislation involves very substantial
policy decisions concerning the procedural mechanics by
which such transactions will be allowed and consideration of
the mechanics, if any, of legislative approval. It may very
well be because of the unique nature of large transactions
involved in implementing the Settlement Act the legislature
may require specific approval by it of certain transfers.

Any specific legislation should (1) contain recitalsrelating
to the Cook Inlet Land Trade and v/hat the legislature intends
to accomplish by approval of the land trade; (2) a specific
waiver of the provision of AS 38.05.125 since this is clearly
the major impediment existing currently; (3) a specific
waiver of the equal value exchange requirement contained in
AS 38.95.060. While arguably this equal value requirement
would not apply in any event, the values on both sides of

the transaction are of such nature that appraisals would be
complex and subject to substantial dispute. For that reason
waiver of the equal value requirement removes a cloud which
is potentially significant and which could lead to litigation;
(4) a general waiver clause of other provisions of lav; to
make it clear that the legislature intends to waive any
barriers to the consummation of the transaction.

This memorandum, of course, expresses no opinion as to
whether it is desirable that the Cook Inlet Land Transfer be
approved, but is intended to sketch the problems in existing
lav; and steps that should be taken if the legislature

elects to approve the transfer.

BGB:smh



David Jacknan
February 25, 1976

WHAT"S WRONG WITH THE COOK INIILET LAUD TRADE

Simply a bad deal for the state

For all its alleged complexity, the proposed Cook Inlet land trade
is not that hard to understand. In return for 52 townships (approximately
1.2 million acres) of federal lands that are mostly remote and of ques—
tionable value, the state is giving i:he federal government 21.5 townships
(approximately .5 million acres) of very valuable lands that the federal
government will in turn use to solve two nettlesome federal problems:

1) The four-year dispute over the adequacy of
the lands withdrawn by the Interior Depart—
ment for the satisfaction of Cook Inlet
Native Corporation®s land selection rights;
and

2) The need to get private ownership (in the
form of pending Native corporate land se—
lections) out of the Lake Clark area, so
that the National Park Service will have
a more salable national park proposal for
the d-2 lands in that area.

The 21.5 townships the state is giving up are located on the Kenai
peninsula (5 townships), in the Mat-Su Valley (3 townships), and in the
Beluga area across northern Cook Inlet from Anchorage (13.5 townships).
All of these areas are within zones very favorable for the occurrence of
oil and gas, and the Beluga area is also a known coal area with reserves
of immense proportions. All of these lands are low-lying and well-suited
for future settlement. Furthermore, because they are located near the
population centers of southcentral Alaska, they also have extremely high
importance for recreation and public use by the common man who cannot
afford to fly-in long distances.

The 52 townships the state will receive in exchange are for the
most part quite remote, have little income pi“oducing potential, and are
of relatively little value for either future settlement, the protection
of state wildlife resources, or even public recreational use. Half of
these lands (26 townships) are located in the Mulchatna river drainage
northwest of Lake Iliamna. Another 7 townships are located in the ad-
j ent Tutna Lake area approximately 25 miles west of Lake Clark.



Eleven townships will be adjacent to Kamishak 3ay on the west coast of
Cook Inlet, southwest of Augustine Island. There will also be 3 townships
in the Talkeetna Mountains and the 17,000 acre Campbell tract in the
Anchorage bowl.

There are many other aspects of this trade to be reviewed, but the
basic inequality of the land values alone is enough to condemn it. To
put it in perspective, consider one of the worst hypotheticals advanced
by proponents of the trade: that Cook Inlet Inc. wins its law suit on
appeal (it has already lost at the trial level), and that Interior is
also ordered to break its 1972 agreement with the state and make state
selected lands available for Cook Inlet"s regional selections. Cook
Inlet is due to receive approximately 5U townships total. At least 20-
30 townships presently withdrawn from federal lands are probably accep—
table to Cook Inlet region. Therefore, at most, 2b-3b additional townships
would then be made available from remote, generally lower-value state-
selected lands, either in the area across the Alaska Range toward the
Stony River country or northwest of the Susitna valley toward Denali.

According to any scale of values these 2U-3¥ townships would be
worth for less than the 21.5 townships the state plans to give up in the
proposed trade, xt is worth re-eraphasizing that we would be less out-
of-pocket with this "worst nypothetical” than with the proposed trade,
and even the advocates of the trade place the likelihood of this hypo—
thetical at less than 20 percent.

The Campbell Tract

In contrast with the other lands to come to the state, the F,000
acre Campbell tract in the heart of the Anchorage bowl is valuable land
of the first order. But even this benefit is more apparent than real
because either the state or borough was almost certain to get this tract
anyway, and in nny event it had clearly been placed off limits for
Native selection by the federal government. So here as elsewhere through—
out this trade we are getting lands we would likely get anyway, and
protecting public interests that were already protected.

Even advocates of the trade concede that the state "v/ould stand a
respectable chance of obtaining the (Campbell tract) lands at some time
in tlie future" under the federal Recreation and Public Purposes Act.
High sources within the Interior Department emphasize that this was
almost certainly to be so. These some sources also stated that in
earlier discussions between the Interior Department and Cook Inlet
Region, Interior announced its firm opposition to this tract being made

available for Nat e selection. The only Anchorage-area tracts that



Interior seriously considered letting the Natives select were Fire
Island and surplus lands from Fort Richardson, and these may well still
go to Native ownership under the trade agreement.

Much of the Campbell tract was further protected from any pos—
sibility of Native selection by the two-mile buffer zone in Section
22(1) of the Settlement Act. Finally, there 1is every indication that
the federal government intended to keep this tract in public open space
use because of its importance as a watershed and recreational area. So
about all the state "gained"” here was the administrative expense and the
"pride of ownership".

V?

A Cloud Over the North-South Runway

Another much-touted plus of the proposed trade agreement is that it
will insure the early transfer of the Point Woronzof, Point Campbell and.
Goose Lake tracts to the state. In the words of the agreement, "such
lands shall be reserved by the United States for early conveyance to the
State for park and recreation purposes...." But this language creates a
new problem in view of the importance of the Woronzof tract for the
proposed north-south runway at the Anchorage airport.

Without this agreement the state or borough was still very li ely
to get most of these tracts under the Recreation and Public Purposes
Act. The terms of that Act are broad enough to permit a "public purpose”
such as an airport runway. The more restrictive language regarding
"park and recreation purposes"” in the proposed trade agreement maxwell,
have the effect of blocking such an important public use.

No Special Protection for Fisheries

The importance for the state of getting lands ihvjjHe Iliamna nret
has been tied by the advocates of the trade to the protection of Bristol
Bay fishery values. Presumably this extra protection would occur through
state ownership of the upland drainages adjacent to important spawning
streams. So far so good.

However, under the actual terms of the trade, the state will not
get a single acre within the lliamna Lake watershed which is the key
salmon pi“oducer for the Bristol Bay fishery. The lands the state does
receive are in the upper Mulchatna River drainage, an area of very minor
importance for the Bristol Bay fisheries.

With or without the proposed trade, the State will have an opportunity,

recognized in Section 17(d) of the 1971 Settlement Act, to select lands
in the Iliamna drainage within the Bristol Bay village withdrawals after



Native selections are completed. Furthermore, the fishery values of
public lands in that area are perfectly veil protected vith the lands in
federal ownership, and nothing significant is gained by transferring
them to state ownership. Add to this fact the existence of state regu-—
latory tools such as the Anadromous Fish Stream Act which can be used to
protect fisheries habitats.

Out-of-Region Selection Rights

Under the proposed trade agreement, Cook Inlet Region will have an
additional three years to identify and select approximately 30 townships
of land from available federal lands outside the region. They are prohibited
by the agreement from selecting any lands the Federal Government wants,
such as d-1 or d-2 lands included in the Secretary®s park, refuge, and
forest proposals, or any of the d-1 buffer lands around these areas
called "zones of ecological concern”. This will throw Cook Inlet into
those lands that would otherwise be prime candidate areas for State
selection. Cook Inlet Regi- will have the opportunity to take the best
available lands from a r jurce utilization standpoint.

The out-of-region selections constitute a loss to the State because
these are lands that otherwise would have been available for State
selection. (Approximately 35 million acres of land remain to be selected
out of the Statehood Act grant of 103-5 million acres.) Cook Inlet will
be looking for the same kind of income-producing resource lands or other
valuable lands that would be high on the list for State selection. With
respect to the millions of acres that could be nominated under this
procedure, there will be a freeze on the processing of any State selec—
tions for three years.

m

Thirty townships broken up in isolated private tracts will create
the same kind of land management problem? outside Cook Inlet Region that
it was the partial purpose of this trade to avoid within this region.

So in order to consolidate ownership in the Cook Inlet area, we are
furthering a fragmented land pattern elsewhere in the state.

Impact on the Proposed Lake Clark National Park

This trade will make it difficult for the State to ever oppose the
establisliraent of a National Park or other area managed by the National
Park Service in the Lake Clark area. The proposal would result in the
return of certain key lands around Lake Clark to federal control, and
would prevent further Native selections in this area. In the agreement,
the Secretary, Cook Inlet Native Corporation, and the State all ac—
knowledge that there are nationally significant resources in the Lake
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Clark area, and that the "scenic, recreational and inspirational re—
sources of this area should be preserved.” "Nationally significant”™ is
a catch phrase applying to d-2 lands indicating that they should be
permanently preserved in federal park or refuge status, Nothing is said
of the significant mineral resources in the Lake Clark area.

By the express terms of the agreement, Cook Inlet Native Corporation
is bound to publicly support the establishment of such a National Park
Service management unit around Lake Clark. There are three other national
parks either existing or proposed for the Alaska Range: Wrangell Mountains,
Mt. McKinley and Katmai; many view the proposed Lake Clark National Park
as a far less justifiable fourth proposal.

Impact on the Kenai National Moose Range

Much of what the conservationists might view as net gains in the
Lake Clark area under the proposed trade, they lose in the Kenai Moose
Range. Cook Inlet Native Corporation will receive full ownership of 16
sections of key public use lands in the Lake Tustemena area. There will
be some restrictions on waterfront development, but basically, these
will be private lands. Elsewhere in the Moose Range, Cook Inlet will

receive full rights to oil, gas and coal under another 9-5 townships of
land.

Why was it necessary for any lands to come out of the Moose Range?
In earlier settlement negotiations between Cook Inlet and the Interior
Department, before Cook Inlet lost its suit at the trial court level,
some lands were offered from the Moose Range. However, this so-called
"Frizzel offer" was withdrawn and never re-offered. The legal authority
of the Interior Department to ever offer the Moose Range for Native
regional selections without Congressional authorization was then and is
still seriously questioned. Under the proposed trade the loss of these
lands to private ownership in this important recreational area, so
heavily used by the Kenai and Anchorage area people, will be irreplaceable.

In-region Selection Pool of Surplus Federal Lands

The Secretary of the Interior, working with the General Services
Administration is obligated to try to f".nd 133,2h0 acres (6 townships)
or acre equivalents (in terms of appraised land values figured at $500
an acre) of land within Cook Inlet region made up of odd federal tracts
such as lapsed homestead entries, surplus federal lands, or revoked
federal reserves. These lands would then be made available for selection

by Cock Inlet Region using some of the 30 townships of out-of-region en—
titlement, and also made available for land exchanges with villages to

trade then out of proposed National Park lands on the west side of Cook
Inlet.



Some of the federal lends to be included in this pool, withoutthis
agreement, would be available for State selection under the 90-day
preference right guaranteed in the Statehood Act. These are potentially
very valuable lands, and could include tracts such t Fire Island and
surplus lands at Fort Richardson. The $500/acre equivalent formula
agreed on in the proposal would imply total land values for this 6
township pool of over $69 million, and the State would have the rightto
veto only 1,500 acres from this pool.

Disposal Without Planning or Classification

As the agreement is written the state does not know exactly what
lands will go to Cook Inlet Corporation on the Kenai or in the Mat-Su
Valley. The specific lands are to be identified over the next eighteen
months "to the extent possible by mutual agreement” from five selection
pools: the Point McKenzie pool, the Knik-Willow pool, the Kashwitna
pool, the Chickaloon pool, and the Kenai pool. If the state and the
Natives cannot agree, then the stete identifies one and a half times
their entitlement, and Cook Inlet chooses.

This process of mutual agreement may work very well or it may break
down completely. It is impossible to know now. In either event eighteen
months is hardly adequate time to complete the kind of land use planning
and classification process that would normally preceed the disposal of
such large tracts into private ownership. Private ownership of more
land in these areas may make good sense, but the state is losing most of
its ability to determine what specific tracts are best suited for private
development in terms of local government needs, public services, and
provision for recreation and open space lands. It is true that local
zoning could serve a3 a stopgap, but it can never be as effective as a
wise and carefully thought out disposal policy.

Swanson River Oil Revenues

Without this proposed agreement, there is some chance that either
an administrative or a legislative settlement arrived at by the Federal
Government alone might give Swanson River oil revenues to Cook Inlet
Region. At present, the State receives 90 percent of these royalty
revenues although there is a recent opinion of the U.S. Comptroller
General challenging the right of the State to these revenues.

Under this Comptroller General®s opinion, the State may lose
Swanson River revenues anyway unless the State is successful in legally
overturning this opinion. Also, in the absence of a finding by the
Secretary that these lands are no longer necessary for the Moose Range,
federal legislative action would probably be required to give those sub—
surface benefits to Cook Inlet Region.



Serious 3reach of Public Trust

Aside from its citizens, this state®"s public land is its most basic
asset. It should go without saying that both the legislative and the
executive branches should use the highest standard of care in maraging
or disposing of this land patrimony.

The only standard that presently exists in state law against which
land trades can be measured is equal value. This legal standard has
always been viewed in the past as meaning equal appraised dollar values.
Where this was not possible a cash equalizer was permitted.

Even if we now allow this equal value test to be broadened into a
public benefit versus public cost analysis, there has been no such
rigorous and complete cost-benefit comparison offered by the administration
that can meet even such a liberalized test. Thus we are asked to
discard the only standard that presently exists in state law, and to
rely on the individual judgement of one or two administrators. To
borrow Governor Hammond®"s analogy of Alaska, Inc., the Cook Inlet trade
appears to constitute an unwarranted dissipation of corporate assets.

Better Alternatives Are Still Available

It is simply not true that this agreement must be approved if Cook
Inlet 13 to have a satisfactory resolution of Its land selection problems.
The federal legislation that authorized the Interior Department®s participation
in the trade recognized that the parties might not be able to finally
agree, and provided full protection for Cook Inlet"s selection rights in
that event.

This Act requires the Secretary to report to Congress by April 15th
of this year on the implementation of this agreement. If there is no
agreement at that time, the Secretary must until the end of 1976 hold on
to those federal lands that would have gone to Cook Inlet Corporation so
that Congress can consider an alternative solution. All of Cook Inlet"s
original selection rights would be restored, and they would continue to
pursue the appeal of their law suit.

The simplest alternative to the proposed trade would be for Interior
to simply withdraw additional d-1 and d-2 federal land within Cook Inlet
region for Native selection. This would require neither legislation nor
a single acre of state land.

A second quite simple alternative is suggested by the proposed trade
agreement. Since 30 townships of out-of-region selection rights have al —
ready been approved by Congress as a part of this trade, Congress could



pass a two-sentence amendment simply directing the Secretary to specifically
withdraw up to 90 townships from within these same d-I land areas outside
the region as an additional deficiency area for Cook Inlet"s regional se—
lections. The other regions have already accepted this concept in the
present trade, and by requiring the selection area to be identified and
narrowed down, state selections would not be frozen over so broad an area.

Conclusion

It is now up to the state legislature to either approve or disapprove
this proposed trade. If they choose not to approve it, they may well de—
cide to suggest an alternative that would throw it back into federal hands.
Vfhatever course is taken they must eventually decide the larger issue con—
cerning standards and procedures to govern such trades in the future if the
public interest is to be adequately protected.
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February 23, 1976

Mr. Burton Silcock, Federal Co-Chairman
Federal/State Land Use Planning Commission
733 West Fourth Avenue, Suite 400
Anchorage, Alaska 99501

Re: Cook Inlet Land Trade
Dear Mr. Silcock:

During hearings 1in Anchorage, and again in Juneau, on the above
referenced matter, the State Co-Chairman was informally requested
to supply the Legislature with its opinion concerning the various
facets of the trade.

Please regard this as the Senate Resources Committee®s formal request
for the assistance of the FSLUPC in whatever manner the Commission
deems appropriate.

At the very least, we are concerned with relative values of lands
given and received, and the impact of such intervention by the State
on future land selections by the State under the terms of the State—
hood Act and the Alaska Native Claims Settlement Act. Additionally,
we are very much concerned about the long term effects of the seem—
ingly arbitrary and unnecessary amendment of Section 6(i) of the
Statehood Act.

As you know, on February 16, | requested Governor Hammond to assist
in receiving a 30 day extension of the March 12 deadline imposed on
the Legislature, so that the Commission could properly prepare its
report. His letter of February 20 stating his inability to do so is
attached for your reference, as is mine of the 16th.

We understand that you have compressed your schedule to accomodate

our demands upon you, and that the Commission will meet in Anchorage

on the 5th and 6th of March. I should like to attend that meeting,
together with some members of my Committee and, possibly, participate
through questions intended to clarify for us the Commission®s findings.



Mr. Burton Silcock
Page 2

Please, also accept my sincere thanks for your concern and assistance
to the Legislature in its attempts to reach a reasoned decision.

We have not yet been advised as to who is acting Co-Chairman for the
State. Please convey the above sentiments to that person when the
name is made known to you.

Kay Poland
State Senator
Kodiak-Aleutian District

KP:ss

CC: Governor Jay S. Hammond
Senator Chancy Croft, Senace President
Representative Mike Bradner, Speaker of the House
Representative Terry Gardiner, Chairman, House Judiciary
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Box 80192 College, Alaska 99701

STATEMENT: COOK INLET LAND TRADE
February 23, 1976

The Alaska Conservation Society wishes to reiterate and to take the
same position in this matter as that of the Upper Cook Inlet Chapter
dated February 7, 1976.

The Alaska Conservation Society supports totally the concept of
trading lands to facilitate rational ownership patterns and manage—
ment. Federal, State, Native and other landowners have different
goals as owners and managers of Alaska®s land. It is, therefore,
reasonable and laudable to negotiate trades which on balance, bene—
fit all parties concerned.

We are thankful that the State Administration perceived the need for
a land trade in the Cook Inlet Region and devoted so much energy to

the settlement. We are pleased that Congress saw fit to act quickly
in support of the trade; thus placing their ttustin Alaskan nego—
tiators familiar with the Cook Inlet land situation. <

We are equally appreciative that members of the Legislature have
taken interest in the trade. It gives us faith in the checks and
balances of government, however, we feel that the energies of de—
tractors of the Cook Inlet trade are misplaced.

In early October, 1975 when the State Administration first announced
the conditions of the trade, the time allowed for public input app—
eared ludicrously short. However, since then the public has had
ample opportunity to consider the proposal and the trade has been
altered as a result of public input. The land trade approved by
Congress 1is favorable to state interests and we urge the Legisla—
ture to lend its support to that final agreement.

A discussion of specifics follows: It is our feeling that the Kenai

Moose Range should be held substantially intact. To the extent uhat

pieces of the Moose Range are traded to the Cook Inlet Natives, those
pieces should be located on the edge of the Range, away from prime
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wildlife habitat. Further, we hope that this 1is the last time the
Moose Range"s borders are tampered with reducing the size of the
Range. We will urge the Federal government to protect the canoe
system from development and to designate eligible parts of the Range
as wilderness. We find the Cook Inlet land trade in keeping with our
interests in the Kenai Moose Range, although we regret that it was
necessary for the Federal government to trade away any portion of the
Range. It is one of the most heavily used outdoor recreation areas
in the state.

The townships the State will pick up in the Talkeetna Mountains are
critical additions to the proposed Talkeetna Mountain State Park.

The Upper Cook Inlet Chapter of the ACS and the Alaska Conservation
Society itself are on record as supporting strongly this park proposal.

We are happy that Campbell Airstrip, Point Woronzof, Point Campbell

and Goose Lake will all be retained in public ownership. We are
particularly pleased that Congressional action has tied conveyance

of the Campbell Airstrip tract to the plan for a Far North Bicentennial
Park.

We will be watching the development of the implementation of the
"selection pool™ mentioned in 1.C.2(a) (pg. 39-40) of the agreement
document. Important potential park and open space acreage on the
Anchorage hillside may be declared "federal surplus™ property and

we intend to keep an eye on any conveyance of such critical acreage
from public to private ownership. We realize this section cannot be
changed and we certainly do not feel it is reasonable to stop the
whole land trade because of it, but we would like to call it to the

attention of the Committees. We can only hope that when this "pool™
is selected, it will be done openly and publically allowing the State
and Municipality to object. The particular lands we are concerned

about are tl.ose of the Anchorage military bases, especially Fort
Richardson, which could be included in this selection pool by re—
duction of that ""-"deral installation. Much of this acreage is located
adjacent to the Campbell tract in the Muldoon area, close to the
Chugach State Park. We see these lands as critical to the Anchorage
area for open space, but more 1importantly, as water recharge area for
the city. To have this area go into private ownership and possibly
development, would be poor land use planning. We do not know that
this would happen, but can see this as a possible complication of the
land trade later on.
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We are hopeful that the land trade will ultimately lead to State
management of the Illiamna watershed, a region of extreme value as

fish habitat. Moreover, we support Federal ownership of the lands
around Lake Clark, an area deserving of protection for its value as
recreation land. It appears that by reducing Native land ownership

in the Lake Clark-Lake Iliamna region, the State and Federal govern-—
ments are moving closerto a workable management plan for that portion
of the state.

Finally, let us consider the Beluga coal fields. Here the State has
retained the lands of highest value for coal production, but none—
theless has given up many acres of potentially rich energy resource
lands. It is time the State looked beyond how many dollars worth

of nonrcneweable resources we control. It is obvious that the State
had to give something of value in order to receive valuable renewable
resource lands, including the possibility of gaining control of
extremely valuable fish and wildlife habitat around Iliamna.

What the state 1is giving up in revenue might very well have accrued
to the tax-payers of one generation. What it is gaining is control
of renewable resources that will benefit many generations of state
citizens. It seems that the Beluga fields are a reasonable loss for
what the state will gain, including retention of revenue from the
Moose Range oil fields.

In conclusion, the Alaska Conservation Society supports the Cook Inlet
Land Trade. We urge the Legislature to do the same. We wish to thank
the committees for holding these hearings and allowing the public

to express their views.

***x**for further information please contact Tina Stonorov, Executive
Secretary, Alaska Conservation Society, Box 80192, College, Alaska
99701 - 452-2240 (in Fairbanks).



COOK INLET LAND TRADE PROPOSAL

This proposal is fairly complicated as a result of the existing land ownership
patterns within the Cook Inlet Basin, the individual interests of the three
games concerned, and the legal constraints of the Alaska Native Claims
ettlement Act (ANCSA). Adoitionally, the parties felt It imperative to deal
with several closely associated issues such as ANCSA land selections by certain
villages within the Cook Inlet Region. The various aspects of the tentative
proposal are outlined be!"w In conHunctlon with the attached map. The reader
must realize that this is a simplified, capsulized summary and that persons
wanting more information are requested to contact the Alaska Division of Lands

in Anchorage.

TABLE |.
COOK INLET LAND TRADE PROPOSAL

LAND TRADED

PARTIES LOCATION AMOUNT MAP NO.*  COMMENTS
State to Cook  Kenai Penn. 5 Twps.** | Those are lards
Inlet Region, Belu%a Area 12 Twps. 2 suitable for pvt.
Inc. Scattered Tracts - Twps, 3a-d  ownership and develop-
éMatanuska & ment where settlement
usitna Valleys) has occurred or W ||
occur in the future.
Tota | 18,2 Twps.
Stato to Montana Ck. 5 Twp. 3d More sultablo lands
Vi lages or Caswell Ck. 5 Twp. 3 for pvt. ownership and
Certitied to prevent native
Native Groups selection of key
Kashwitna River lands
in proposed state park.
Salamatof Aren 5 Twp. A "Out of court" offer to

drop vil lage el I([;|b|l| tv
suit which threatens loss
of a total of 4 twps. from
state and Moose Range lands.

Aloxander Ck. Area .5 Twp. 5 "Out  court" offer ro
drop eligibility anpeal
which threatens lands in
Lake Clark area and the
west side of Cook Inlet that
are of interest to the State.

* See Attached Map for area location
¥ "Twp" = "Township" = 36 Sections - 23,040 acres



PART [ES

Cook Inlet,
[nc. to
Stato

Villages and
Groups tc
Stato

Federa |
Gov't, to
Cook Inlet

*Soe Attached Map for are
o "Twp" = "Township" =

COOK [INLET LAND TRADE PROPOSAL

LAND TRADED
LOCATION AMOUNT MAP NO.*
Tyonek Area <5 T
Knik Area 21 Twps. aa
Chickaloon Area .08 Twps. 3
Total 2.8 Twps.
Talkeetna Mtns. 3 Twps. 6 a-f
Lake Clark
west side of Cook
Inlet
Montana Ck. 9 Twp. 6 a
Caswell Ck. 5 Twp. 6a
Tyonek M5 Twp. 7
Kni k 85 Twp. 60
Chickaloon 32 6e
Total 2.7 Twps.
Kenai Nat'l. Mooso .87 Twps (20,000 ac.)
Range 0

Kenai Nat'l. Mooso

87 Twps (20,000 ac.)
Range 9

a location
36 Sections = 23,040 acres

COMMENTS

Lands offered to Tyonek to
reduce to a minimjm Tyonek
ownership of land within the
Kenai National Moose Range.

More suitable lands near
villages in return for public
ownership of Important lands
selected by these villages on
Lake Clark:.

Stato will designate which
twps. from a total pool of
approximately 180 twps. from
wh;ch Cook Inlet, Inc. may
select.

lands selected
roposed
ark.

State receives lands
b¥ these groups within
alkeetna Mtns. State

State receives lands selected
by Tyonek on Kenai Penn, within
or on edge of National Moose
Range.

State receives those lands on
shores of Lake Clark.

Moose Ran?e boundary to he
adjusted to exclude these lands;
a 1/4 ml. "no development zone"
on edge of Tustamena Lake.

Lands to bo within Moose Range
and subject to restrictions
such that any use of tho land
must be bonadficial to the pur-
poses of the Moose Range.



COOK INLET LAND TRADE PROPOSAL

LAND TRADED

PARTIES LOCATION AMOUNT MAP NO.*
Cook Inlet Salamatof 15  Twps. of
to VII leges
Knik Area .21 Twps. 3 a
Chickaloon Area .08 Twps. 3 c
MISCELLANEOUS

The proposal does not convey to Cook Inlet, Inc.:

D
2)
3)
A)

COMMENTS

"Out of court" offer to Salamatof
to drop village eligibility suit
which, If successful, would sig-
nificantly reduce Cook Inlet's

land within National Moose Range.

More suitable lands near villages
to ensure public ownership of
important lands selected by these
villages on Lake Clark.

Subsurface resources in any producing oil andgasfields (e.g.Swanson River).

Any of the Swanson River canoe system lands.

The Russian River ore?

The present federal lands at Point Woronzoff, PointCampbell or theCampbell Tract.



Federal-State
Land Use Planning Commission
For Alaska

733 W. FOURTH AVENUE. SUITE 400
ANCHORAGE. ALASKA 99501

March 5, 1976

MEMORANDUM:
TO: Commission
FROM: Dr. Bradford H. Tuck, Economic Analyst

SUBJECT: Cook Inlet Land Trade: Some Economic Considerations
l. Introduction

Recent discussions surrounding the Cook Inlet land trade, including
those presented in various testimony, 1in the newspapers, and in
discussions at the Commission have raised a variety of economic
issues. Many of these are related to a major concern of all parties,
namely, that tha lands involved including resources, are of equal
value. A variety of State and Federal statutes require some treat—
ment of the equal value issue in land trades, and Cook Inlet Region,
Inc. is of course interested that it receives at least equal value.
However, none of the statutes are explicit about how value is to be
determined.

When the magnitude of the trade is taken into account and uncertainty
surrounding lands and resources involved in the Cook Inlet trade

are considered, the problems of determining equal value are extreme.
Ordinary valuation procedures are simply inadequate.

The Commission must decide whether or not the trade meets standards
implicit in the ANCSA; specifically that its recommendations are
conducive to enhanced land use planning for Alaska and that its
recommendacions are designed to:

"insure that economic growth and development is orderly,
planned and compatible with State and national environ-—
mental objectives, the public interest in the public
lands, parks, forests, and wildlife refuges in Alaska,
and the economic and social well-being of the Native
people and other residents of Alaska."

The State must also apply broad economic standards in attempting to
evaluate the trade. Three major questions of economic significance
should be addressed.



1. What, in real economic measures, is the State either gaining
or losing in the trade?

2. What impact does the trade have on the future fiscal viability
of the State? "o~ ;
3. What consequences does the trade have with respect to the

future general economic well-being of the State?

An analysis of these issues and questions, and not a parcel by
parcel evaluation, must, be the basis for measuring the economic
values of the trade.

Summary and Conclusions

A variety of issues of economic significance have been explored in
relation to the proposed land trade. The conclusions can be

summarized as follows.

1. Because of the complexities of the trade and the very real
difficulties in applying ordinary valuation methods, broad economic
standards must be used in judging the trade. These standards must
include the Coramissison*s mandate to make recommendations relating
to orderly economic growth compatible with other social, cultural,
and environmental values. The standards must also include an
assessment of the impact of the trade or the future fiscal and
economic viability of Alaska.

2. The economic losses that the State will purportedly incur as
a result of the trade are generally found to be highly exaggerated.
When highly speculative gross asset values are converted to "net
present value"™ of possible foregone revenues, the State"s probable
losses are minimal. In short, little, if anything of economic
consequence, 1is lost.

3. The future fiscal viability oE the State is largely unaffected
by the trade. This is so for a variety of reasons, including the
fact that the State power of taxation can effectively recoup possible
economic rents given up in the trade. Also, the probable foregone
revenues would constitute only a minute fraction of total State
revenues.

4. The net effect of the trade on total economic activity is
quite limitedi and in any case, the bias would be toward increased
activity. This 1is based on the assumption that CIRI is at loast as
economically development oriented as the State.



The Problem of "Equal Value"

Value can be determined (at least theoretically) in a variety of
ways, but for present discussion purposes, there are two methods
that are of particular interest. The first of these relates to
determining value on the basis of market comparisons or other
transactions of a similar nature, and the second approach attempts
to find a present value of some kind of expected future income from
the lands and resources involved. The concepts are not mutually
exclusive, but can be treated separately.

The market comparison approach is one frequently used in appraisals.
The basic idea is to find other transactions of "like kind and
character"” which reflect what the present market is willing to pey
for a particular parcel. When one attempts to apply this method to
am evaluation of the Cook Inlet trade”many serious flaws emerge.
The first is, quite simply, that the magnitude of the land parcels
involved in almost all cases dwarfs anything that typically trades
in rhe private sector. In other words, there are no comparable
trades. Hence, we must look at much smaller parcels and then
estimate what the effect of a significant increase in the quantity
of land would have on the market clearing price, and this involves,
in turn, some estimate of the rate of disposal of the lands and
resources.

A second major problem in the present situation is that in most
instances both surface and subsurface property rights are involved.
While the surface resources are known to some degree, knowledge of

the subsurface is much more limited. Thus, a high level of uncertainty
surrounds any attempt at evaluating the subsurface resources. Evan

if subsurface resources were known, major problems in valuing these
resources would exist. Specifically, we would have to know the r.et
imcrae stream that could be derived from the resource. At best,

such estimates are highly speculative.

A much more fundamental problem with market comparison valuation

lias in the theoretical underpinnings of this method. In essence,
valuation by market comparison rests on the assumptions of pure
competition; a large number of buyers and sellers, none of which is
sufficiently large to effect the market price, and freedom of

entry and exit from the market by all interested parties. If these
conditions are not met, then the result is bargaining between parties
holding some degree of monopoly control over the market and, as a
consequence, over the resulting price. A price, or value, determined
under these conditions does not necessarily reflect the "socially
desirable™ market clearing price that is the basis for market
comparison valuation.



In the present trade we are faced with a situation in which the
sheer magnitude of the lands involved (even with full knowledge of
the qualify of the lands and resources) means that no valid market
comparisons exist. Both in terms of the size of the trade and the
limited number of parties involved, the setting is one that closely
parallels an oligopolistic bargaining situation. It is highly
unlikely that the three-party valuation of the trade would be
anything like that which would emerge on the basis of competitive
market forces.

With these reservations in mind, it is interesting to look at some
rough attempts at valuation of the trade. A somewhat cursory
attempt at placing market comparison values on the State lands
.involved in the trade was carried out by the State Division of
Lands. Using their data, and supplementary guesses where necessary,
Table 1 was constructed. The assumptions underlying the table are
set out in the notes to the table, but general, only surface
values are considered. In one instance v-he Beluga area) discounted
coal royalties are included, and in one other instance (Campbell
tract) sand and gravel values are included in one case.

It is clear from inspection of the information in the table that

the net value of the trade is highly sensitive to certain assumptions.
Using value per acre figures that would find some support in at

least some quarters in all instances, the State either gains,

loses, or emerges in a neutral position, depending upon which set

of assumptions one wishes to use. A recent suit filed inwhich it

is claimed that the State is losing 285.7 million dollars in the

trade (surface estate only) is a further indication that the problenm
of determining value (in the appraisal sense) is great.

A second approach to the valuation of lands or resources is based
on the capitalization of expected net income flows resulting fronm

the lands and resources involved. The problems associated with
this approach also present serious obstacles to accurate valuation
of the present trade. In general, two key variables, the "net

income stream”™ and the "discount"™ rate are involved.

From the State s perspective, the net income flows from the lands

and resources involved may take the form of sales revenue, leases,
bonus payments, rentals, royalties, severance taxes, property

taxes, etc. In some cases there may also be personal and corporate
income taxes that might otherwise not occur. From these revenues
must be subtracted the administrative costs of managing and disposing
of the lands and resources involved to obtain the net income streanm.
Thus, the revenues to the State depend on a complex set of policy
considerations relating to the disposition of State lands and
resources as well as the timing of this disposition, and on a whole



Sensitivity of

Ami
Lands Lo State Acres
Nushagak ) 599.
Chuld tna )
Sheep Creek 23.
Sheep Creek 69.
Campbell Tract 4
Pt. Woronzof 0
Pt. Campbell 1.
Tutna Lake 161.
Cluinilnn 23.
Talkeetna Ulvcr 69.
Knknrlnn 205.
Sun 1 tin
Kamishak Bay 299
TOTAL 1535.
Lands From State
Pt. Mackenzie 3
Knik-Willow 4.
Knshwitna 38
Chickaloon 4.
Kenai 115.
Beluga, Nikolai2 311.
Mine. Il.mvin to

V1llaiM'ii® 41
TOTAL

NET TOTAL (To-From)

Source: See Notes.

TABLE 1

"Equal Valuation"”
Cook Inlet

e"e\Valuation, S

(000) $/Acre Total
04 40 24.
04 40
12 40
.00 1501
.59 5598
18 7083
28 40
04 40
12 40
70 40 11.
.52 40 12.
63 $78.
.20 200 0
48 300 1
.40 250 9
80 125 0
20 150 17
04 70 38
.47 725 0.
$77
+0

~ oo o0 v O

N O o

Considerations to Per Acre Valuations,

I.nnd Trade,

tate
(mil$)

0

N o © o ©

H o0 © »

o

.640
.344
.600
.600
.280
.872

301
,667
.333

State Lands

Modified Valiialloi/1l
“"Unfavorable"

$/Acre Total (mil$)

30 17.97
30 0.69
30 2.07
1000 4.00
1000 0.59
1000 1.18
30 4.84
30 0.69
30 2.07
30 8.57
30 8.99
$51.66

667 2.13
1000 4.48
500 19.20
300 1.44
450 51.84
100 48.20
"100 17.44

B A AV Ak (S

-88.07

Mud If led Valuation-~
"Favorable"”

$/Acre Total (mil$)

120 71.88
120 2.76
120 8.29
1000 16.00
1000 0.59
1000 1.18
12.0 19.35
120 2.76
.120 8.29
17.0 34.28
120 35.94
$201.32

667 2.13
1000 4.48
500 19.20
300 1.44
450 51.84
100 48.20
300 17.44
$.1.39. 73

+61.59



Notes:

1. Valuation based on information contained in a memorandum from
Michael 1-7. Smith to Guy Martin, dated December 6, 1975, and in
supporting materials for memorandum.

2. Includes 15.9 million for t royalties and revenues foregone, and
1.2 milllam dollars of foregone timber values. Both numbers are
present value figures.

3. Informed guess.

4. Assumes; ?340" land is actually worth $50 per acre; that restriction
on use of Canpbell Tract, Point Woronzof, and Point Campbell (for
recreation, etc.) reduce value to $1,000 per acre; and that lands
relinquished by the State are revalued upwards as indicated. While
there is mo particular basis for assuming thes<_ figures, they are
not out of keeping with general observations on land prices in the
respective areas, and the probable impact that relocation of the
capital might have.

5. Assumes that the values for lands relinquished by the State remain
as in note 4, but that the value of lands received by the State is
$120 per sore instead of $30, and that sand and gravel sales fronm
development of Campbell Tract (at 12 million dollars) are included.
Graver sales are restricted to the development of Campbell Tract
for recreation purposes only. Data based on Division of Lands
information.



sec of future economic conditions which in general hare neither
been predicted nor in any sense are knowable at present. Some
truly Herculean assumptions would be necessary to even begin to
estimate either the magnitude or the timing of the net"intone
stream that the State is either giving up or obtaining in the
trade.

A further problem exists in the case of public resources in attempt—
ing to estimate net income. It is one of attempting to assign
dollar values to nonmonanery flows of services such as those

derived from recreational use of the lands. For example, the
Campbell tract if restricted to park and recreation uses might be
expected, at the outside, to yield an annual income of perhaps
$100,000 net. If we capitalize this income stream, 1in perpetuity,

at 5 percent then the tract is theoretically worth 2 million dollars,
or about $500 per acre. I suspect that many people would place a
substantially higher valuation on the tract precisely because the
land is restricted to park and recreation purposes. Cr, for example,
how does one place a dollar value on the preservation of fisheries
habitat? In other words, there are real problems with setting

dollar values on many of the benefits associated with public lands.

The problems that Cook Inlet Region, Inc. and the Federal government
face are similar, although in the case of Cook Inlet, the subjective
valuations (aside from uncertainty due to imperfect knowledge) are

of a different nature given the private identity of tha corporation.

To compare net income streams they must somehow be capitalized or
discounted to obtain comparable present values. Thus, a second
major consideration in this approach to valuation is the choice of
discount or capitalization rates.

The present value of inccne received far in the future 1is highly
sensitive to the particular discount rate selected. For example,
$100 received 50 years in the future has a present value of $8.72
if the discount rate is 5 percent, while the value of $103, 50
years in the future, is only $2.13 if the discount rate is 8 percent.
Alternatively, the capicalized value of a perpetual income stream
of $100 Is $2,000 at a 5 percent capitalization race, bur only
$1,250 at an 8 percent rate. The point is simple; the value of
future income or the capitalized value of a future stream of
income, 1is highly sensitive to the discount or capitalization rate
used. When this is combined with the highly speculative nature of
future net income streams, either public or private, any attempt to
estimate value is subject to extreme error.

The discussion of the issue of "equal value" can be summarized as
follows. A serious problem arises as soon as we attempt to determine
value on the land, and resources involved in the trade. lhe



magnitude of the tracts involved, and the uncertainties as to the
kinds and qualities of the lands and resources involved, as well as
the uncertainties related to future izi~e anticipated, make standard
valuation techniques inappropriate. It short, if the concept of
equal value is to have real meaning la tha analysis of the present
trade it rust be based on broader ecommlc concepts than those set
out above.

What is the Economic "Loss"™ to the Stare?

There currently are many numbers being mentioned purporting to show
various values that the State is losing in the trade. In a suit
filed by Galliett and Lewis, asking fcr a permanent injunction
against the trade, ..he net loss to Alaskan citizens is estimated to
exceed 5 billion dollars in present value. Figures prepared by the
Bureau of Mines, which you have, indicate that about 2.0 billion
dollars of potential royalty income to the State will be foregone.
Another figure points to roughly 90 million dollars of potential ;
agriculture and forest land values that -_-ill be lost by the State.
A detailed critique of these and other numbers goes beyond the
scope of this memorandum, but certain points should be made. !

The most important point is that generally the losses are grossly
exaggerated. What the State stands to lose (and the s."ne standard
applies ro what it might gain) is the present value of revenues

that it would derive from the disposition of the lands and resources
that it would not otherwise derive, minus the associated costs of
managing and disposing of the lands and resources.

In each of the above cases, it is implicitly assumed that every

acre and every resource, be it known, inferred, or hypothesized, is
going to be sold, leased, extracted, or in sone other way converted
into revenue going to the State. Such an assumption is simply in
error. Clearly only a small fraction of land that the State is

giving up in the trade would have gone into private ownership or in
some other way generated revenue for the State. Even with substantial
population growth in the State, market demand will not exist in
sufficient ragnitude to absorb the vast quantities of acreages

being discussed.

In a period of rising land prices past history must be interpreted
with caution, but it is instructive to take note of the history

of land disposition in the State. It Is generally recognized that
revenue was only one of several forces influencing land disposal.
Much of the pressure was, in fact, counter to the revenue objective,
inspired as it was by the desire to obtain "cheap"™ land. Presently
proposed legislation to create "homestead”™ land is indicative of

a continuing sentiment that revenue 1is not the only concern in the
disposal of land.



A second consideration is that, for example, during the years

1972-74, 1land disposal revenues to the State ranged between 1.5 .
and 3-0 million dollars per year. ~~= is hardly a significant
source of revenue. Furthermore, disposal of lands, particularly

when random settlement and development is the result, probably
generates costs to the State far in excess of the revenues received.

For similar reasons, it is highly unlikely that the State would

or coulc market every last acre of tinner resource that has been
identified in the trade, nor is it probable that the State could
convert all of the lands with agriculmral potential that have been
identified into some form of revenue. In other words, the gross
value of the surface estate is a far try from future income

streams that the State might derive frm these lands.

It was pointed out earlier that the relevant economic value to

the State is the present value of the revenues, not their nominal
value sore generations in the future. Ihis clearly further reduces
any hypothetical loss to the State.

Similar remarks apply to the subsurface re" mrces. The assumption
that all of the kno”™m, inferred, anc hypothesized deposits or
resources will be developed, even with the time frame suggested, is
at best rank speculation. There 1is, firstly, a real question as to
whether some (or perhaps any) of these resources will ever have
commercial value. Secondly, it is entirely possible that, as a
matter of State choice, the resources would not have been developed
in any event.

It is meaningless to compare future grcss royalties when no adjustment
is made either for timing or for the uncertainty of the future

revenues. It is a problem of adding apples and oranges. A common
denominator is necessary and present value is the most frequently
accepted neans of making the comparison. For example, if the

numbers prepared by the U.S. Bureau of Hines are discounted for
both tine and risk, th*present value (1975) of all royalties
estimated amounts to about 24 million dollars. This is a far cry
from the several billion dollars that night be inferred from the
tables, rthile the choice of risk factors and timing are arbitrary,
a wide range of factors will result in present value amounting to
millions, not billions of dollars.

A more concrete exaaple of what present coal prospects look like
is available. According to the Alaska Scouting Service, a huge
coal corplex is planned for the Beluga area. Informed sources
place annual production at an average of 5 million tons per year,
at a royalty of $0.30 per ton. Thus the revenue amounts to 1.5
million collars per year. Assuming that production begins four



years from now, and lasts for thirty years, the present value of the
royalry (discounted at 8 percent) is about 12. million dollars. It
might also be pointed out that the project is still in the planning
stage and there is no guarantee that production will ever take place!

There is another point that needs to be made with respect to State
"losses." This relates to the issue of income foregone by the
State on resources traded off. Since economic rents are closely
tied to this discussion, we should briefly define the concept. We
can define economic rent as the revenue received from the sale of a
resource minus the real economic cost of producing the resource
(including a competitive rate of return on investment) .

The importance of this concept is that economic rent is a "surplus"”
above and beyond that necessary to bring a resource into production,
and that the economic rent is the only source of revenue from the

resource that the State may acquire. In other words, only if
economic rent is present will the State be able to impose any kind
of royalty or tax on the resource. If the rent is not there, and

the State attempts to impose a royalty, production will not take
place.

Hence, the question of what tha State gives up in the transfer of

the resource is really a question of how much economic rent the

State stands to loose.. The answer varies according to the assumption
one makes.

If we assume that the State uses its full power of taxation, then
100 percent of the economic rent can be returned to the State, and
the State has given up nothing in tha transfer of the resource to
the private sector.

While the State is unlikely to do this, it is reasonable to expect
that the State will be as successful at "capturing” rents from the
private sector as it is in capturing them in its own negotiations.
Under these assumptions, the State again has lost little or nothing.

Id other words, while the State may give up ownership of the resource
it in no way gives up the ability to derive roughly the same revenue
that it would have derived otherwise. Whether it chooses to do so

or not is another matter.

The Issue of the State®"s Fiscal Viability
The second major economic question that should be addressed is

"does the trade npair the future fiscal viability of the State?”
The answer is almost certainly no.



Considerable insight into the question can be obtained in work

done by ISEG3. in the Man in the Arctic Progran. |In particular,

they have developed an economic growth modal for the State and

have applied the model to an analysis of future economic

conditions in the State. Various combinations of petroleum develop—
ment rates and petroleum prices have been used, in conjunction with
assumptions about State saving out of petroleum revenues, to estimate
future economic and fiscal conditions.

For example, 1in 1990, under assumptions of limited petroleum develop—
ment, with crude oil at $5 per barrel, the State is projected to

have a general fund balance of 5.7 billion dollars, and petroleunm
sector revenues of 1.7 billion dollars. Under assumptions of

maximum petroleum development, with oil at $/ per barrel, the

general fund balance would be 9.6 billion dollars, and petroleunm
sector revenues for the year would be 4.0 billion dollars.

It is clear that over the near-term future of 20 to 30 years petroleum
and petroleum related revenues are going to dominate State govern-—
ment revenues. Furthermore, barring total fiscal irresponsibility,
the State should amass a general fund surplus running in the billions
of dollars.

In short, revenues that the State might derive from the disposal of
rescurres and lands given up ir. the trade would, at most, be
inconsequential in the State 3 overall fiscal position.

Eoes the conclusion hold over the longer run? For a variety of
reasons, the answer is probably yes. First, there, are strong
grounds for believing that significant additional amounts of oil
and gas remain in Alaska to be discovered. Second, the growth of
the economy over the next 20 to 30 years will result in substantial
diversification of economic activity, with at least some decrease
in the dependence of the economy on oil, per se. Finally, it
should be pointed out that if the State applies its powers of
taxation to the economic rents associated vita resource develop—
ment, it can, for all intents and purposes, recoup any revenues
otherwi.se foregone in the trade.

To gain some perspective on the fiscal consequences of the trade, it
is helpful to consider the following. Suppose that the total "loss"

to the State is 6 billion dollars. This would amount to only about
48 million dollars per year over the roughly 125-year period during
which the foregone revenues might have occurred. Forty-eight million

dollars represents about 1.1 percent of a State budget that we can
anticipate roughly 15 years from now. Alternatively, an investment
of about 800 million dollars, yielding 6 percent, would provide

48 million dollars of income per year, in perpetuity. While the
numbers may seem large in absolute terms, they are not particularly
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significant in the context of the numbers vith which the State will be
dealing in the near future. In any event, the assumed foregone
income is substantially over stated.

In short, relatively small investments by the State over the next
20 to 30 years could easily endow an income stream in perpetuity
that would exceed anything that would likely be derived from the
lands and resources being given in the trade.

For these, and other reasons stated above, the future fiscal impact
of the trade is negligible.

%
Economic. Consequences of the Trade

The final question of significance is the impact of the trade

on the general level of economic well-being in the State. In
all probability, total economic activity will be largely unaffected
by the trade. |If we assume that Cook Inlet Region, Inc., is as

development oriented as the State, then the net effect is negligible.

There are some factors that suggest that the trade will actually

lead to an increase in activity. For example, the State®s require—
ment of primary processing on timber sol” from State land means that
privately owned timber of comparable quality is more readily market—
able. The fact chat CIRIl is a "for profit" corporation may also
promote development that might not have occurred if the State had
retained possession of the resources.

In any event, it is unlikely that the net difference will be of any
significance in the overall situation. The ISEGR projections indicate
that total personal income in the State in 1990 will be in excess of
10 billion dollars, even under the limited growth assumptions. It is
hard to envision the net consequences of th" trade having much effect
on such a total.
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TESTIMONY OF ROY HUHNDORF, PRESIDENT
COOK INLET REGION, INC.
BEFORE JOINT HOUSE-SENATE RESOURCES COMMITTEES
Chairman Poland, Chairman Anderson, and Members of the Committees:
I am the Pr°"sident of the Cook Inlet Region, 1Inc., a Corporation
that consists of more than 6,000 Native Shareholders, most of
whom are residents of the State of Alaska. I welcome the
opportunity to appear before you to discuss the "Terms and
Conditions for Land Consolidation and Management in the Cook
Inlet Area."”
I come here as part of a long journey, a journey to secure for
the people of Cook Inlet Region their land entitlement under the

Alaska Native Claims Settlement Act.

The land that Cook Inlet obtains under the Alaska Native Claims

Settlement Act 1is its birthright. We must protect that Birthright.
If we failed to protect that birthright, through-wise selection of
lands, the historical claims of our people might be forever lost or
slowly reduced to nothing. The Region would be taxed out of
existence shortly after 1991. There would not be a viable Corporation.
In 1972, after the Act was passed, the Secretary withdrew
mountaintops and glaciers for the Recion. The State had already
patented most of the low-lying land in the Region. Virtually all of
the remaining low-lying land was committed to the State by the Secretary
in September, 1972, when Alaska vs. Morton was settled. This was
without consultation with the Region even though our interests were
substantially affected.
The State had taken the land that the Federal government should

have withdrawn for Cook Inlet under the Act.
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This was the situation faced by our Shareholders for over two

years. In 1974, Senator Jackson and Congressman Meeds promised
legislative relief for Cook Inlet Region. It appeared that a
just solution could be worked out. On the eve of such a solution,

as it became clear that there was Federal support for our cause,
Cook Inlet Region was urged by the State to change its legislative
strategy so that the interests of the State"s citizens would be
better harmonized with the interests of Cook Inlet"s shareholders.
The Borough urged the Region to change 1its legislative goals

and remove the Campbell Airstrip, Point Woronzoff and other lands
from consideration in the draft legislation then before Congress.
In effect, the Region was urged by all sides not to look

selfishly at its claims for a just settlement of its entitlement
under the Alaska Native Claims Settlement Act. The Region was
urged to work out with all the competing interests what would

be a rational and thoughtful approach in which public needs could
be melded with private needs.

This was one of the most difficult periods in the Corporation®s
history. We were being asked to abandon our past course of action
and set out on an entirely new approach, one where we would be
asked to put the claims of the Region in the context of the

general public interest.

Let me recount some of the hurdles that this new approach placed
in our way:

1. We were being asked to abandon claims to Point Campbell,
Campbell Airstrip and Point Woronzoff in light of the Boroughs
interests.

2. We were asked to abandon claims to the Swanson oil
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fields so that the present income of the State of Alaska could be
maintained.

3. We were asked by environmental groups to abandon claims
that would affect the recreational interests, not only of Alaskans,
but of the American public.

4. We were asked to abandon claims that would adversely
affect wildlife habitats or that would impair the quality of
water.

5. We were asked to abandon claims to lands, even though they
were withdrawn for the Region, because they were located near
potential capital sites.

The Region agreed to work for a thoughtful general approach that
would demonstrate that the interests of the Native Corporations
would be consistent with the interests of the State as a whole.

It was critical to show that the Native Corporations were concerned
with orderly growth.

This approach meant more than eight months of constant negotiations
Working out a thoughtful settlement has had its physical and

mental toll on the volunteer members of our Board of Directors who

gave unselfishly of their time.

We bargained in good faith. We followed the rules imposed by the
State. I do not think we should be penalized for that. We
thought we had reached a settlement last December. Now, Madam

Chairman, we fear that the bargaining rules may be changing after

a settlement has been reached.
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To be sure, we are not altogether pleased with the outcome of the
settlement. We have had to shift more than half our land outside
the boundaries of our Region against our will, and only with the
deepest tolerance and concern by our sister Regions. The total surface
land to which the Region is entitled has been reduced. We have
agreed to a greater state and federal role on some of our lands than
would be the case under the Act.

Our Village corporations were required to abandon selections in

Lake Clark. We surrendered claims to other very valuable

and important lands withdrawn for our selection. These are points
that are overlooked. It is also overlooked that the Native people
lived on and occupied allthe low-lying land in thisarea. The Act

provides that the land for the Native Corporations should be similar
to Village land. Our Region 1is the one Region where the State had
patented almost all such land for itself.

Also overlooked are some of the benefits to the State 1in the
agreement. In the absence o0oE the agreement there are certain hazards
for the State. Some of the problems faced by the State in the

absence of a negotiated settlement are as follows:

a) elimination of a steady stream of income
to the State from producing federal fields.

b) elimination of the chance to receive
immediately the Campbell Air Strip for the
Anchorage Borough.

c) The possibility that the Ninth Circuit or the
Congress will set aside the 1972 Agreement
between the State and the Feder~l government
on the ground that the agreement breeched the
federal trust responsibility to Cook Inlet Region.

d) Long and painful litigation for- every piece
of land to which Cook Inlet is entitled.
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In addition and conversely, the State adds substantially to
its Statehood entitlement. It improves its bargaining position in
the upcoming Section 17(d)(2) negotiations. The Agreement also
provides the State with its only coastline on the west coast of
Cook Inlet, South of Tuxedni Bay.
More generally, the agreement seeks to improve land holding patterns
from the Talkeetna®s to the mouth of the Kvichak.

Madam Chairman, | want to, at this time, also touch on a few 1issues

that have become of particular concern.

The first is the relationship between this agreement and the Statehood

Act. I have made it clear to the Chairman that we did not seek an
amendment to the Statehood Act nor did we consider such an amendment

necessary to carry out the terms of our Agreement. The House

Judiciary Committee 1in the House Journal for April 21, 1972 explaining

38.95.060(b), suggested that subsurface transfers could be accomplished

by three way transfers with the Secretary of the Interior. We
relied on that suggestion and on our interpretation of Section 6(i)
of the Statehood Act. We maintain that there was no need for an
Amendment to the Statehood Act for our transfer. We fought to have
the amendment removed from the Cook Inlet provision of the statute.
Second, there 1is the question whether this transfer 1is a bad
precedent. No Region in Alaska had the concentration of State
patented lands that faced Cook Inlet Region. In the first ten years
after statehood when these lands were selected by Alaska, the State
was already on notice that the Natives had claims to such land. It

is only because more than five million acres of low lying
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land had been patented to the State in Cook Inlet Region that the
federal government and the Congress looked to the State for
participation in the solution. It is doubtful that this legislature

will find another instance where this 1is the case.

Third, there 1is the question of procedures for such land trades. I
assure you that we support legislative efforts to make clearer the

procedures to be followed by a Native Corporation seeking to work

with the State. We have suffered because of the lack of such
procedures. I think Cook Inlet did the best that could be done under
the circumstances. We think such procedures should provide guidance

on the following 1issues:

a) what steps should be taken to consult with
local governments where land to be traded
is in their vicinity.

b) at what point should the intention of the
State to engage 1in exchange negotiations be
made public and what steps should be taken
to notify the public.

c) what role should the public play, 1if any, in
exchange negotiations.

d) at what point should tentative agreements be
made public.

e) what size transfer agreement should be referred
to tlie Legislature.

f) under what circumstances, if any, should there
be subsurface transfers. And if there can be
such transfers, what special procedures should
be developed.

g) how should value determinations be made,
particularly for large tracts where there are
no present obvious ways of calculating value.
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Fourth, there 1is the question of the Beluga coal lands. These lands*®
were a critical part of the bargain. The State precluded all known

producing oil fields. The Cook Inlet Region concurred if the Beluga
lands were included. We then agreed, after very hard bargaining, to

the exclusion of over "75% of the coal-bearing lands because they had

mental health status.

I believe that this was a fair bargain. I also believe that erroneous

figures have been employed to inflate the loss to the State and the
gain to the Cook Inlet Region. The coal in the Capps Glacier lease
is not clearly economic in the short run. It is uncertain that it
will be developed before the coal in the Chuitna lease (coal that
remains in State ownership). If that is so, the modest figures in
the State geology report may, themselves, be too high.

It should also be made clear that the State has already transferred
to private parties the right to extract the coal. IT the State lost
its coal future, it is not because of this transaction, but because
of the leases it entered into some years ago.

Finally, it has already been made clear from preliminary talks with
some of the lessees that Cook Inlet will not be able to profit fronm
the coal unless it contributes, through capital, to the acceleration
of development. Our feeling 1is that we will be a good and helpful
partner as lessor; better we think, for tho economy than the State

as a partner.
And finally, Madam Chairman, || wish to summarize by saying that

This agreement is a difficult and complex one. It represents months
of negotiations, of consultations with the Anchorage Borough, with the
various 1interests that are involved in the future of Alaska. It has

been praised by Congressman Don Young. The Alaska delegation

unanimously supported 1it.
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It passed the Senate and House of Representatives unanimously.
I am glad that the Agreement 1is the subject of these discussions
under your careful guidance. I am glad that questions as to the
Governor®s authority will be clarified by the Legislature®s action.

Many technical questions will arise as you go through your process

of deliberation. We are ready to answer these questions.
Our very future 1is at stake. We have done everything that we think
could reasonably be expected of us. We are now aski.ng for your

support and approval.
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THE GREAT COAL FRAUD

0Of what are we defrauded?

A clique of top state officials conspires to give

the Cook

valuable
1.
2.
3.

Inlet ilative Corporation the following immerisely-
state lands:

13.5 townships (311,000 acres) of patented state
coal land 1in the Beluga coalfield, 1including

the critical deep-water port and industrial area
essential to Alaska coal processing and ship—

ment. I have estimated tiie recoverable coal in
these townships from work by Barnes, McGee,
Hackett and Grantz and from private data. Using

a 50 percent recovery factor applied to coal in
seams over 2 feet thick and less than 2,000 feet

deep, I estimate that there are at least 5
billion tons - and possibly as much as 14
billion tons - of recoverable coal 1in these town-
snips.

5 townships (115,000 acres) of patented or tenta-—
tively-approved state coal 1land 1in the Homer

coalfield. I have estimated the recoverable coal
iri these townships from work by Barnes and McGee
and from private data. Using a 50 percent re—

covery factor applied to coal 1in seams over 2
feet thick and less than 2,000 feet deep, |1
estimate that there are at least ] billion tons -
and possibly as much as 12 billion tons - of
recoverable coal 1in these townships.

1.2 townships (28,000 acres) of the most valuable
tracts of patented or tentatively-approved state
land 1in various areas of the Matanuska-Susitna
Borough. The specific tracts to be given away
have not been made public, but, if tlie profli—
gacy of the rest of this deal holds, we can ex-—
pect these tracts to include Point Mackenzie port
lends and proven coal lands of great value. I
have estimated the recoverable coal in these most
valuable tracts from work by McGee and from
private data. Using a 50 percent recovery factor
applied to coal 1in seams over 2 feet thick and



less than 2,000 feet deep. I estimate that there
are at least 1.5 billion tons - and possibly as
much as 3 bilVion tons - of recoverable coal in
these tracts.

4. Other, smaller tracts are also involved.

At a coal royalty of only 20 cents per ton, we will
belosing 2.7 to 5.3 billion dollars in future coal roy-—
alties. At a price of only $10,000 per acre for critical
deep-water port and industrial 1land, we will be losing
100 to 150 million dollars in future state land 1income.
At a price of only $2,000 per acre for Matanuska-Susitna
land, we will be losing over 50 million dollars in future
state land income. In adding it all up, we stand to lose
the appalling sum of 2.8 to 6.0 billion dollars in future
state income because of "this deall

We are being gulled into giving away an enormous
resource of readily-accessible, easily-mined coal of
phenominal iy-low sulfur content. This coal 1is on the
threshold of development to replace declining US production
of oil and gas and to reduce our national dependence on
foreign oil.

We are asked to hand over the critical deep-water
port and industrial area essential to the future processing
and shipment of not only Beluga coal, but also Susitna
coal, Matanuska coal, Nenana coal and other resources
from the Interior and North Slope! We are importuned to
dispose of routes to Mental Health coal 1lands and rights-
of-way for road and railway extensions, pipelines and
water supply works.

Are we expected to hold still for this outrageous
defalcation without a map, without a legal description, with-—
out a development plan, without a geological report, with-—
out a drilling program, without a valuation? Are we to be
kept in the dark to the eleventh hour, so that this robber"
can be railroaded through Congress?

Under the circumstances, we ordinary citizens may be
forgiven for demanding a searching, unhurried, no-nonsense

investigation by our legislature.

Next: What kind of "Gold Brick"” do we get?
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What kind of "Gold Brickl do we get?

In return for 1immensel y-val uabl e ; state coal
lands, which were described 1in the first article of this
series, the Cook Inlet Native Corporation proposes to give
the state 31 townships (714,000 acres) of almost-inacces—
sible back country in the following areas:

1. Hounta 1ns and hills near the canyon of the Susitna
River. This land surrounds a federal power site
withdrawal for the Susitna power project, and 1is
almost worthless except as a state-financed hunting
preserve. Most of the poor-best of this area has
been selected by Native Village Corporations.

2% Hills and mountains northwest of Lake Clark and
Lake Iliamna and the rocky coastline, hills and
mountains fronting on Kamishak Bay. This Tland 1is
almost worthless, except as a state-financed hunt—
ing preserve.

The Department of Interior "magnanimously™ proposes to
allow the state to use part of our statehood acreage entitle—
ment to select 30 townships (691,000 acres) of hard-to-reach
hinterlands 1in the following areas:

le Lake Clark - Lake 1Iliamna watershed. Local Native
Village Corporations have selected almost all of
the waterfront land on Lake |Iliamna and about one-
quarter of the waterfront land on Lake Clark. The
Department of Interior proposes to retain about
one-quarter of the waterfront land on Lake Clark 1in
a new national park. Native allotment claims and
private hunting lodges occupy another significant
fraction of the waterfront Iland on Lake Clark.

The state owns the beds of all navigable lakes,

rivers and streams in the Lake Clark - Lake 1Iliamna
watershed. The famous red salmon from this area
spawn in the lakes, rivers and larger streams. The

state has jJjurisdiction over fish and game, and has
adequate authority to protect fish and game on both
public and private lands. The state will continue



to govern, tax and serve citizens in the area. The
area and its citizens cannot be somehow severed
from the state by proposed improvements in federal
management of the hinterlands.

Therefore, ™"control", as touted by top state
officials, of the Lake Clark - Lake Iliamna water —
shed, even by state acquisition of all 30 town—
ships 1in this one area, 1is impractical. Owner —

ship of the entire watershed would require a far
greater commitment of statehood selection entitle—
ment than the proposed 30 towns.hips. Clearly, this
schemer®s dream of somehow wresting "control™ of

the entire watershed 1is impractical and unnecessary:
Impractical because of federal, Native and other
ownership of nearly all waterfront Iland; unnecessary
because of existing state ownership, jurisdiction
and authority.

This land 1is almost worthless except as a state-
financed hunting preserve.

2. High mountains and glaciers around Chakachamna
DTke. This land surrounds a federal power site
withdrawal, and 1is so rugged as to be almost worth-—
less, even for hunting.

Other, smaller tracts are also involved.

Thus, for 19.7 townships (454,000 acres) of state coal
lands worth 2.8 to 6.0 billion dollars 1in future state 1income
we are to receive 31 townships of almost-inaccessible back-
country and hard-to-reach hinterlands which are nearly worth—
less except as a state-financed hunting prese *vei

Next: Who gains? Who 1loses?
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Who gains? Who loses? And how much?
In return for immensely-valuable state coal lands,

the Cook In~t Native Corporation proposes to give the
state almost-inaccessible backcountry and hard-to-reach

hinterlands. The state coal lands to be given away are
estimated to be worth $2.7 to $5.8 billion in future coal
royalties, based on present royalty rates. The surface
estate to be given away is estimated to be

worth $200 to $400 million in future state income, based
on present land prices.

The estimates given above look far to the future. To
determine the present value of future receipts, we need
first to increase present royalty rates and present land
prices by an escalation factor representing inflation plus
real increase 1in the price of energy resources and land.

We also need to decrease future receipts at a discount rate
representing inflation plus the real cost oi hiring money.

Foreseeable 1improvements in coal extraction, conversion

and transportation; 1increase of world population and 1in—
dustrialization; inexorable depletion of US and world oil
and gas - all these factors foretell a rapid increase 1in

coal royalties. For example, from 19G7 to 1973 state coal

royalties 1in the Beluga coalfield increased from 5 cents
to 30 cents per ton.

Future state coal royalty rates will probably be
based on a percentage of pit-head price backed 1in from the
market. And, world oil, which paces the price of coal, Iis
on an escalator from which there 1is no exit. .Price of
surface estate at state land auctions has also 1increased
rapidly.

Consequently, | estimate that the escalation factor
will offset the discount factor, and that present value
of future 1income may be calculated with sufficient accuracy
using present royalty rates and present land prices.

There are about 75,000 Natives enrolled in the 12
Native regional corporations located 1in Alaska. About
6,500 of these Natives arc enrolled in the Cook Inlet
Native Corporation. The population of Alaska today is



about 385,000 persons. Under the Alaska Native Claims
Settlement Act, 70 percent of all revenues received by
each regional corporation from subsurface estate patented
to it under the Act shall be divided among all 12 regional
corporations according to the number of Natives enrolled
in each region. Native corporation profit, after effective
taxes and administrative costs, 1is estimated at 50 percent
of coal royalties and 40 percent of income from surface
estate. The present value of future coal royalties and
the present value of future income from surface estate

to be lost by the state to the Cook Inlet Native Corpo—
ration is estimated at $2.7 to $5.8 billion and $200

to $400 million, respectively.

Who gains?
From the premises above, | calculate as follows:

1. Each enrolled Native 1in the 11 Native corporations
in Alaska other than the Cook Inlet Native Corporation,
will receive an increase 1in the present value of his or
her stock of from $12,600 to $27,100. Thus, for a family
with only three enrolled Native members, this generous
gift will total $37,800 to $81,3001

2. Each enrolled Native in the Cook 1Inlet Native
Corporation will receive an 1increase 1in the present value
of his or her stock of from $87,200 to $185,500. Thus,
for a family with only three enrolled Native members,
this munificent Endowment will total $261,600 to $556,5001

Who Uloses?

Each citizen 1loses in increased state taxes or in
benefits which must be denied by our state government.

I estimate coal extraction will require 100 years,
and the state will lose an average of $29 to $62 million

in 1975 dollars during each year of that century.

And who will pay for the impact of coal development?

Next: Conflict of interest?
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Recent Events

On January 2, 1976, Pres- “=nt Ford signed into law -
over objections by the Treasury, the Office of Management
and Budget and the Department of Agriculture - an Omnibus
Bill amending the Alaska Native Claims Settlement Act.

This Omnibus Bill also amends our Statehood Act by removing
the basic protection that the state retain mineral rights
In land exchanges. To cap this piece of politically-
expedient, election-year legislation, the Secretary of
Interior 1is given authority to waive the "equal value"®
provision 1in future exchanges of state land.

Earlier proposals by the Hammond administration have
been changed, voted by Congress and signed into law with
neither adequate notice nor opportunity for response by
Alaskans. Nevertheless, the Omnibus Bill, as sent to the
conference committee, does give the State of Alaska a
chance to accept or reject the controversial Cook Inlet
land swap.

Most of the Omnibus Bill amending the Alaska Native
Claims Settlement Act helps our Native people without
hurting the other 80 percent of Alaskans. However, the
controversial land swap destroys the compact 1integrity of
patented state lands in the heartland of our state, creates
conflict in land management where none existed, discourages
settlement except by leasehold tenants on terms dictated
by Native corporations, and denies 80 percent of Alaskans
the income and responsible state control of an empire
of coal on the threshold of development.

Tlie consent of the State of Alaska to the controversial
Cook Inlet land swap must be given,.if at all, within 60
days of the commencement of the 1976 session of the Alaska

legislature. Surely, it 1is arrogant that so short a time
is allowed our legislature to evaluate a giveaway of energy
resources at least equal to Prudhoe. However, the strategy

of the proponents of this dissipation of the common property
is to keep us in the dark, and to ram this infamous give —
away through before common sense can prevail. For example,



it took two weeks to get a copy of the bill as voted by
the House, and that copy was 1incomplete. It is unlikely
that Alas/.ans will have the printed Omnibus Bill to
study until well after our legislature convenes.

One or more bills will soon be filed with our
legislature to give the consent of the State of Alaska
to the controversial Cook Inlet land swap. Our legislature
may then (1) consent to the vague and indefinite terms
of the Omnibus Bill, (2) consent to a hard and specific
bargain within the outlines of the Omnibus Bill, (3)
refuse to consent or (4) do nothing.. IfT the legislature
does nothing, | expect Governor Hammond will proceed with—
out legislative approval, unless restrained by the courts.

Next: How will the coal be mined?
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How will +the coal be mined?

Recoverable coal which may be given away by the Hammond
administration in the 1infamous Cook Inlet land swap, 1is
estimated at 13 to 29 billion tons. At a royalty of only 20
cents per ton, this coal 1is estimated to" be worth $2.7 to~
$5.8 billion in future state income, or about $7,000 to
$15,000 for each man, woman and child in Alaska today!

In the deeper parts of the Cook Inlet basin, the coal-
containing Kenai formation, which contains numerous thick
and thin coal beds, 1is more than 20,000 feet thick. oil
well 1logs, coal drilling, outcrop measurements and geo—
physical surveys are available today for useful estimates
of coal resources. Contour maps of coal thickness have
been plotted. Trie estimated coal resources in the entire
Cook Inlet Basin exceed 1.3 trillion tons, but most of this
coal 1is either beneath Cook Inlet, covered by thick glacial
deposits, below a depth of 2,000 feet, or distant from deep
tidewater.

In the Beluga area, near deep tidewater, enougli coal
has been found 1in the shallow Capps and Chuitna beds alone,
to keep two, 6 million ton-per-year surface mines going for

over 50 years. Stanford Research Institute estimates that
the Capps beds will be 30 percent cheaper to mine than the-
Chuitna beds. Unfortunately, the Hammond .administration

proposes to give the Capps beds to the Cook Inlet Native
Corporation.

No matter how large our coal resources may be, these
resources have little value until we can foresee a regular
progression of future technologies by which the coal can
be mined at a net benefit.

Today, our coal must be mined by surface methods.
Colossal bucket-wheel excavators will remove soft over —

burden. Huge power shovels and draglines will excavate
hard materials and coal. Conveyor belts will move the
excavated materials. Belt stackers will spread the over —
burden on mined-out areas. Under our climatic conditions,

it will be relatively-easy to establish forerc or grass—
land on recontoured areas.



The quality of surface restoration and the effective —
ness of coal conservation will depend on land ownership and
future laws. If the state ov/ns the land, we may expect
mining to be controlled in the long-term public interest.

Coal recovery by surface mining methods may be as
high as 90 percent. Each 6 million ton-per-year surface
mine will create about 200 mining jobs with top pay and
benefits.

In favorable locations, underground mining will begiTi
soon after surface mining. Sophisticated continuous mining
machines and Jlongwall methods will be used. Coal recovery
will range from 50 to 90 percent.

Underground gasification of coal will begin soon after
conventional mining. Steam and oxygen will be used to drive
the reaction. The raw product will be synthesis or fuel gas
consisting of hydrogen and carbon monoxide with 1impurities.

In one method of underground coal gasification, high—

speed tunnel boring machines will openthe coal beds by
boring a grid of tunnels 1in the coal. Some solid coal will
be produced by tunnel boring, and thiswill pay most or all
of the costof opening the coal beds. Shafts, pipes,
stoppings and controls will be installed to direct gas flow
and to guide the firefront. The burn will be lit, steam
and oxygen supplied, and coal gas recovered. Roof let-down

will follow the firefront.

Coaly-shale and coal 1in thin beds - values wusually lost
in conventional mining - may be recovered by underground
gasification. Coal recovery should range from 50 to 90
percent. Safe mining depths will be moderately greater than

for conventional coal mining.

In another method of underground coal gasification, wells
will be drilled into the coal. Adjacent wells will be linked
by hydraulic fracturing. The burn will be lit, steam and
oxygen 1injected and coal gas withdrawn from adjacent wells.

Coal recovery may be less than 50 percent, but this and similar
underground gasification methods are expected to recover coal
from deep coal beds which can be mined 1in no other way.

Next: Oil from coal! Who needs OPEC?
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