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DEPARTMENT OF LAW

/

Office of the Attorney General
Pouch K - State Capitol
Juneau 99811

April 9, 1976

The Honorable Fred E. Brown
House of Representatives
Alaska Ninth Legislature
Pouch V

Juneau, Alaska 99811

Re: Hb 626, relating
to repurchase of
Kachemak Bay leases

Dear Representative Brown:

You have asked for our views on the constitutionality
of legislation which would temporarily suspend t :rights
of the Kachemak Bay oil and gas lessees to dril.. or otherwise
explore or develop their leases. The purpose of the temporary
suspension is twofold: (1) to allow the Department of
Fish & Game a reasonable period in which tc develop plans
and regulations to protect the living resources of Kachemak
Bay from possible pollution incident to development acti—
vities, and (2) give the Commissioner of Natural Resources
a reasonable opportunity to negotiate a repurchase of
the leases.

The precise question you have raised was addressed
and answered in two recent cases: Union Oil Co. of Cali—
fornia v. Morton, 512 F.2d 743 (9th~Cir. 1975), and Gulf
Oil" Corp. v. Morton, 493 F.2d 141 (9th Cir. 1973). Tn
Gulf Oil Corp., the rule was established that a temporary
suspension of drilling rights for a reasonable period
in which Congress might act: to cancel the leases (with
compensation) was permissible. In Union O1l Co., the
rule was established that an open-ended suspension based
on considerations which were not by their nature temporary
constituted an unauthorized cancellation.
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We are of the view that the temporary inconvenience
to the lessees, including a speculative loss of profit,
does not impair the legislature®s power to impose a fixed,
temporary suspension on the lessees®™ drilling and development
rights. The proposed legislation falls within the rule
of Gulf Oil Corp., and that rule was expressly reiterated
and distinguished in Union Oil Co. Indeed, the situation
here 1s even stronger! In Gulf"0i1l Corp., the Secretary
of the Interior acted on his own iniative, suspending
the drilling rights and submitting a cancellation proposal
(never acted upon) to Congress. Here, the legislature
would be 1mposing the suspension and fixing the time itself.
Under these circumstances, there is simply no room for
reasonable dispute as to the legislature®s power to act
on this subject.

There 1s no rule better settled than that the
legislature may enact any law not prohibited by the state
or federal constitutions. The rule from Gulf Oil Corp.,
is that there is no unconstitutional taking here. The
prohibition in the state constitution against local and
special legislation simply cannot be applied to a situation
of such singularity as the Kachemak Bay leases. Both
Gulf 01l Corp. and Union Oil Co. agree that this exercise
of police powers does not unconstitutionally deprive the
lessees of contract rights. Accordingly, the proposed
legislation presents no constitutional problems.

Sincerely,

AVRUM M. GROSS
ATTORNEY~GENERAL

By: 7T N 4N -
Rodger W. Pegues
Assistant Attorney General

ROT:jeh
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4. Il townships on Kamtshak Day (near Mt. Augustine).

52 TOWNSHIPS TOTAL

The right to select an additional 12.4 townships In the Talkeetna
Mountains and Koksetna River areas.

Immediate conveyance of approximately 4,000 acres In the Campbell
Tract In the heart of the Anchorage Bowl.

Early conveyance of Point Woronzof, Point Campbell and Goose Lake
withdrawals.

Protection of approximately 12 townships of land previously selected

by the State In 1972, but which would be selected by Cook Inlet
Region If the proposed land trade Is not effected.

FEDERAL GOVERNMENT RECEIVES:

A.

No lands directly, but will retain title to a number of specific

townships within Cook Inlet Region which the Regional Corporation
will otherwise select.

Several other benefits not directly related to the receipt of land:

(a) Settlement of Cook Inlet Region®s entitlement urder ANCSA.
(b) Settlement of Cook Inlet Roglon®"s suit against the Secretary.
(c) Minimal Impact upon lands In the Kenal National Moose Range.
@ Improoved land ownership pattern In the Lake Clark area.

MISCELLANEOUS PROVISIONS:

Al

No oil and gas fields will be transferred to natlvo ownership (all
revenues currently received by the State will continue).
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AM lands transferred to native corporations will contain ANCSA
safeguards (e.g. easements).
All state lands conveyed will

additionally contain dedicated or
platted section

line easements and highway or o”her rights-of-way.



BRIEF SYNOPSIS OF
THE PROPOSED COOK [INLET LAND TRADE

The following Is a short summary of the major aspects of the proposed Cook Inlet Land Trade. The "agreement document"
which forms the basis of the agreement among the three parties Is found In the U.S. House of Representatives®™ Report
No. 94-729 dated December 15, 1975. The "agreement document'™ I found on page 35 of that report and Is entitled "Terms

and Conditions for Land Consolidation and Management In the Cook Inlet Area.”"™ To assist parties Interested In the
specific details of the "agreement document', appropriate page and section references follow each specific point In
the summary below. In addition, where appropriate, a map reference refers to the attached map.

Agreement Document

(Page) L Section Map
COOK [INLET REGION RECEIVES: Reference Reference
A. FROM FEDERAL GOVERNMENT:
1. 10,000 acres excised from the Kona! National Moose Range abutting the (35)I1-A
westorn end of Lake Tustumena (with the following covenant: no sale for
25 years; |If then sold, first right of refusal to the federal government;
strict development restrictions along edge of Lake Tustumena).
2. Up to 9.6 townships of sub-surface rights to oil, gas and coal (subject (37)1-B
to normal Moose Range surface restrictions; coal may only be removed In a 43
liquid or gaseous state).
3. All federal 1lands In the following:
(@ T.I0S., R.9W., F.M. (nearHealy). (37)1-B-(I)
(b) T.20N., R9OE., S.M. (GlennHighway near Matanuska Glacier). G7)1-B-(1)
© T_.IN., R.2IW., S.M. (westside of Cook Inlet - 15 sec+lons - (37)1-B-(2)

title to metalliferous minerals only; Secretary must
approve surface mining plans).

@ T.15., R.2IW., S.M. (westside of Cook Inlet - 18 sections - (37)1-B-(3)
ownership In fee; surfaceuse only for mining needs).



4. Outside Region - 29.66 townships cutslde Cook Inlet Region (from native

deficiency or d(l) lands In the Ahtna, Bristol Bay, Callsta, Chugach or
Doyon Regions; certain protections for the Federal government, State and
regional and village corporations).

5. Within Region pool ((up to 138,000 acresof federal surplus lands;

any acres selected come from "out-of-reglon'selection entitlement; State

has certain safeguards to protect public Interests).

3. FROM STATE:

1. 1.2 townships of scattered tracts (lands In the vicinity of Point
McKenzie, Knlk, Kashwltna and Chlckaloon).

2. 1.8 townships to the certified native villages and groups of
Chlckaloon, Knlk, Alexander Creek, Salamatof, NInllchlk, Montana Creek
and Caswell (to srade villages out of Lake Clark).

3. 5.0 townships on the Kenal Pentnsula.

4. 13.5 township.* In the Beluga area

21.5 TOWNSHIPS TOTAL
STATE RECEIVES:
A. The following lands over and above Its statehood entitlement:
1. 26 townships |In the Lake Clark area.
2. 7 townships In fhe Tutna Lake area.

3. 8 townships In the Talkeotna Mountains.
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DEPARTMENT OF NATURAL RESOURCES /

DIVISION CP LANDS, 323 E. 4TH AVENL"E. ANCHORAGE 99501

OPENING STATEMENT
Cook Inlet Public Hear inn
(October 2-3, 1975)

The transaction which will bo described in this brief inn and
then discussed in public sessions 1iIs a unique attenpt at governmental/
private secror/public interest cooperation to resolve a complex problem

of real importance. The problem relates to the right of the Cook Inlet
Hative Peoional Corporation to select Federal lands under the terms of
the ANCHA".

Briefly stated, tho problem is as follows: The Cool; Inlet Hon lon
has ar entitlement under the AI1C5A for land selections, and the Depart-
ment of Interior has an obligation to withdraw lands for these selections.
Unlike other regions, the ability to find adequate land for withdrawal
and selection 1is greatly limited by the high percentage of private
ownership and publically classified land in the key Cook Inlet areas.
The Department of Interior made withdrawals under those already difficult
circumstances which, from the standpoint of the Hon ion were unfair,
inequitable and illegal, and which, from the perspective of both the
State and tho Fodoral Government, probably created unsatisfactory land
ownership pattorns In tho entire area.

Cook Inlet Region has brought suit dial leng inn tho locality of the
Interior withdrawals under the Act, and that suit Is now on appeal after
losing in the District Court. The State is not a party to the suit,
although the appeal could have groat imp”ications for the State If Cook
Inlet Region prevails on one of its requests that land previously
selected by tho State be redirected to the Regional selections. Thus,
there 1is an oloment of judicial uncertainty here.

Looking only at tho Region and the Department; only two outcomes are
possiblo doponding on the outcome o tho appeal and subsequent litigation.
Tho first Is that Interior will prevail, and Cook Inlet will bo forced
to seloct in areas generally agroed t< be Inappropriate for private
ownership and probably inequitable for the Regional Corporation as
compared to what other Regions selected under the Act.

Tho socond Is that Cook Inlet will prevail, and receive selection
rights which, although perhaps more equitable to the Region, would involve
solection in aroas still inappropriate for privato development (llooso
Range) or perhaps Invalidate State selections, although this is less
likoly.

LIthor of these outcomes will have undosirablo consoquoncos, and
this has been recognized by the State, by the Region, by Interior, by
various public iInterest groups, by Alaska®"s Congressional Delegation
and other membors of Congi s, and by various other parties in the private
sector.
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Cook Inlet Public Hearing
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What has emerged from this situation is a widely shared desire to
explore the possibility of some compromise which would avoid the iInflexi-
ble results of an administratively or judicially imposed solution. Such
a compromise could not be possible without the participation of the
State, for the constricted land ownership patterns In the Cook Inlet
Region make total resolution of the problem using only Federal land
untenable.

As a result of the widespread understanding of the problem and of
the need to explore some resolution in tho public Interest, the State
has ongaped in a lengthy and complex series of discussions to seek a
common answer. We have been encouraged by our Congressional Delegation,
assisted by a variety of informed and expert people, and barraged
whenever It has appeared that an Impropor Ildea has been considered.

At all times, the State has been aiming at a solution to this
problem which can achlovo a broad consensus of public acceptance after
full public briefing and discussion. This is the purposo of the scries
of mootings being hold this week.

|
Wo solicit the public®"s response, and hope you share our view that

this solution makes sense. Public comments will be reviewed by the
Division of Lands, the Commissioner of Natural Rosources, and the
Governor®s Office prior to any finalization of a State position.

Thore are really a limited number of outcomes to this situation.
Interior could win the law suit and force Its original withdrawals
to oe tho basis of solection. Cook Inlet could win and gain whatever
so laction rights the Court confers. Congress could act unilaterally
to legislate a solution on Its own, but does not wish to do so unless
necessary, or the agrooment wo will bo discussing today could be
certified to Congress as the solution upon which all agreo. Our
Delegation and othors have asked for such an agreement.

By our presentation today, tho State Is recommending tho lattor
course as the one which best servos the public Interest under tho
circumstances, and presenting to the public tho substance of the
terms basically agreed upon by negotiators for the threo part los.

In summary, what you will be hoaring reflects a groat deal of work
by many poop lo on an extremely complex Issue. Wo hope that you will
consider It as a local citizen, a State citizen, and a national
citizen, as well as a neighbor of the Cook Inlet Region.



|AY S HAMMOND, Governor

DEPARTMENT OF NATURAL RESOURCES /

IMMEDIATE PRESS RELEASE DIVISION OF LANDS, 323 E. 4TH AVENUE. ANCHORAGE 99501

BACKGROUND
Cook Inlet Land Trade Proposal

In the discussions with Cook Inlet Region, Inc. and the Department of the
Interior the State lias attempted to accomplish a number of objectives,
including the assurance of a rational land ownership pattern within the
Cook Inlet Basin and the ability of the State to control certain lands
which it feels necessary to properly protect its future interests. This
latter point i3 predicated upon the State"s firm conviction that it can
govern more effectively and be more responsive to its citizens®" needs
than could the federal government.

As it is the role of the State to provide its citizens with a number of
public services (i.e. transportation, communications, education, public
safety, etc.) it is in the State"s interest, both socially and economically,
to insure that future development occurs in those areas best suitiad for

such development, 1i.e. within areas which contain good land forms, ground
water, no flowing, etc. and to which governmental services may be brought in
an economical manner. This was a prime consideration in determining

which lands the State tentatively offered to Cook Inlet Region, Inc.

With respect to lands which the State seeks to giin through this transaction,
the empliasis was on those lands in the Cook Inlet and nearby Iliamna Lake
areas which the State feels should remain in public ownership and which

it wishes to own itself to insure that Its objectives in Chose areas

are under its®™ own control.. In particular, two areas were sought. First,
the lands presently in federal ownership Inthe Talkeetna Mountains area,
where Cook Inlet Region would select, nortli andeast of the populated
Matanuska and Susitna Valleys respectively. Inaddition to timber, watershed,
mineral, and high recreational values, these lands will become increasingly
more important to the State as future development and settlement intensifies
on the periphery in the Matanuska and Susitna Valleys.

The second area of interest is lliamna Lake. This watershed produces the
worlds largest red salmon fishery and it is upon this fishery which the

major portion of our citizens in the Bristol Bay Region ..re dependent.

The area is also the focus of the finest trophy rainbow trouts system in
North America. The State has management control of these fisheries and

by gaining control of the remaining public lands would be able to more
effectively manage these fisheries in the public interest. Also, with
approximately 15 percent of the lands in the Bristol Bay area going into
native village corporate ownership the State feels it can be much more
responsive to both their private needs and those of the public in this

area than could be the geographically removed federal government. In addition
to the very high fishery values, this area has high wildlife and recreational
values as well as some oil and gas potential.



COOK INLET LAND TRADE PROPOSAL

This proposal is fairly complicated as a result of the existing land ownership
patterns within tie Cook Inlet Basin, the individual Interests of the three
parties concerned, and tho legal constraints of the Alaska Native Claims
Settlement Act (ANCSA). Additionally, the parties felt It Imperative to ceal
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 below In conjunction with the attached map. ihe reader
must realize that this is a simp li fied, capsulized summary and that person;
wanting more information are requested to contact the Alaska Division of Lands

in Anchorage.

TABLE 1.

COOK INLET LAND TRADE PROPOSAL

LAND TRADED

PART IES LOCATI ON AMOUNT MAP NO.* COMMENTS
State to Cook Kenai Penn. 5 Twps.** 1 These are lands
Inlet Region, Beluga Area 2 Twps. 2 suitable for pvt,
Inc. Scattered Tracts 1.2 Twps. 3 a-d ownership and develop-
(Matanus ;a £ ment whore settlement
Susitna Zalleys) has occurred or will
occur in the future.
Total 18.2 Twps.
State to Montana Ck. 5 Twp. 3d More suitable lands
VIillages or Caswell Ck. 5 Twp. 3d for pvt. ownership and
Cert Ifled to prevent native
Nalive Groups selection of key
iCashwitna River lands
in proposed srate park.
Salamatof Area 5 Twp. "Out of court” offer to
drop village eligibility
suit which threatens loss
of a total of A twps. from
state and Moose Range lands.
Alexander Ck. Area 5 Twp. "Out of court" offer to

drop eligibility anpeal
which threatens lands 1in
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 Soctions = 23,040 acres



COOK INLET LAND TRADE PROPOSAL

LAND TRADED
PART IES LOCATION AMOUNT MAP NO."
Tyonek Area ~N.5 Twp.
Knlk Area 21 Twps. 3a
Chlckaloo i Are3 .08 Twps. 3c
Total 2.8 Twps.
Cook Inlet, Talkeotrta Mtns. 31 Twps - 6 a-f
Inc. to Lake Clark
State we Mmside of Cook
Iinlet
Vi l1lages and Montana Ck. 5 Twp. 6 a
Groups to Caswell Ck. .5 Twp. 6 a
State
Tyonek 4.5 Twp.
Knlk .85 Twp. 6 o
Chlckaloon .32 6 e
Total 2.7 Twps.
Federal Kenal Nat" Moose .87 Twps (20,000 ac.)
Gov"t, to Range 8
Cook Inlet
Kenal Nat®"l. Moose -87 Twps (20,000 ac.)
9

Range

* See Attached Map for area location
**  "Twp" = "Township" = 36 Sections = 23,040 acres

COMMENTS

Lands offered to Tyonek to
reduce to a minimum Tyonek
ownership of land within the
Kenal National Moose Range.

More suitable lands near
villages In return for public
ownership of important lands
selected by these villages on
Lake Clark.

Stale will designate which
twps. from a total pool of
approximately 180 twps. from
which Cook Inlet, Inc. may
select.

State receives lands selected
by these groups within prooosed
Talkcetna Mtns. State Park.

State receives lands selected
by Tyonek on Kenai Penn, within
or on edge of National Moose
Range.

State receives these lands on
shores of Lake Clark.

Moose Range boundary to be
adjusted to exclude these lands;
a 1/4 ml. "no development zone"
on edge of Tustamena Lake.

Lands to be within Moose Range
and subject to restrictions
such that any use of the Iland
must be beneficial to the pur-
poses 0" tho Moose Range.



PARTIES

Federal Gov"t,
to VIllages

Federal Gov™t

to State

* See Attached Map for area

COOK

LAND TRADED

LOCATION AMOUNT
West side of Cook I Twp.
Inlet

Extra-Regionally 26  Twps.

Throughout Region 2 Twps.
Throughout Reqion 1.5 Twps.
Kenal Nat"l. ttoose O-1

Ranno

Lake Il1llamna Area 30 Twps.

Konai Nat"l.
Moose Range

location

INLET LAND TRADE PROPOSAL

MAP NO."

5-12 Sections |

«  "Twp" = "Township" = 36 Sections » 23,040 acres

COMMENTS

From lands in which Cook Inlet

Is entitled to select.

To be selected adjacent to
village or region corporation

lands iIn certain other native
regions. State 1is able to
direct location of these

selections and can block
selections of certain twps. the
State wishes to keep in public
ownership.

A maximum of 2 twps. of surplus
lands from Federal withdrawals
which might be found to bo
surplus by the Secretary pur-
suant to ANCSA Section 3(e).

Other federal lands on Kenai

Peninsula or elsewhere (e.g.-
re>\/f>rtr>ri homesteads) .

federal gov"t, may offer to
exclude certain of Tyonek
selected lands from Moose Ranae
restrictions iIn return for
Tyonek substantially reducing
it"s selections within Moose
Range.

In return for lands remaining
In fedora l ownership which Cook
Inlet would otherwise solect
absent the State®"s trade, the
State would recoive from the
Federal gov"t, lands which

the StaTe could not otherwise
select.

Mooso Range lands to be added
to the State"s Captain Cook
Recreation Area or otherwise
given to tho State for state
lands used to reduce Tyonekvs
selections within Mooso Range.
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COOK INLET LAND TRADE PROPOSAL

LAND TRADED

PARTIES LOCATION AMOUNT MAP NO.* COMMENTS
Cook Inlet Salamatof 1.5 Twps. "Out of court” offer to Salamatof
to drop village eligibility suit

to VII lages

The

which, If successful, would sig-
nificantly reduce Cook Inlet"s
land within National Moose Range.

More suitable lands near villages

Knik Area 21 Twps. 3 a
Chickaloon Area .08 Twps. 3c to ensure public ownership of
important lands selected by these
villages on Lake Clark.
MISCELLANEOUS

proposal does not convey to Cook Inlet, Inc.:

1) Subsurface resources iIn any producing oil andgasfields (e.g.Swanson River).
2) Any of the Swanson River canoe system lands.

3) The Russian River area

4) The present federal lands at Point Woronzoff, PointCampbell or theCampbell Tract.
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STATE

' of ALASKA
DEPARIMHNT OF NAITURAL RESOURCES
DIVISION OF LANDS Ap/%ald/x £
10
Cook Inlet Land Trade File
date i November s, 1975
Michael C.T. Smith = sudject: ~ Public Notice # input

Director, Division of Lands

As it was decided very early in the discussion stage that any final
decision would not be mede until the proposal was made public and the
resulting input analyzed, the administration went to .significant lengths
to insure as public a process as possible beFore the final decision was
made. Below, in approximate chronological order, is summarized that
public notice and input process.

In late Apr.i' and May, preceding the initial House and Senate hearings
concerning CIRiI’s proposed legislation, the State was in contact with a
number of individuals and agencies. This included numerous meetings with
Tom"eachan, Anchorage Borough Attorney, to insure that the Borough's
interests in its recreational and open-space lands were protected. In a
similar manner contacts wore made with Stan 'lliompson, Kcnn.i Borough Mayor,
and John Spencer, Anchorage City Attorney. Regular contact was also
maintained with the Joint Federal-State Land Use Planning Gmlission.
Preceding and following the Congressional hearings in May (he media was
briefed and carried numerous stories concerning the proposal. With re-
latively minor exceptions, all aspects of the proposal which have recoined
public comment during the past months were published in the media as long
ago as last May. Additionally, detailed presentations concerning the pro-
posal were mede before both Ino House and Senate sub-commiltees addressing
CIRI's proposal. These detailed presentations arc, of course, part, of the
official committee hearing records. Tn mid-June contact was also mede with
representatives of the Placer Amex Co., owner of several of the coal leases
in the Beluga area to determine their feelings concerning the proposal. On
June 27th a meeting was held with Mike Spann, Administrative Assistant to
Senator Ted Stevens, and on the following day another meeting was held with
Senator Stevens concerning the proposal in Anchorage. Additionally, at
approximately the same time and in response to a request by Homer Burrell
and a reporter from the Anchorage Daily News, the Cook liilot Land Trade
File was made available for their review and this was again followed by a
detailed release of the then, current proposals in a new article.

Following more testimony concerning the proposal before Senator llaskcl's
Interior sub-committec .in late September, the State launched a five-week
public brj,cfi.ng and input campaign to insure public awareness of the pro-

posal.
The specifics are listed below.
Sept. 23rd - Letters to all legislators containing, copy of the press
release announcing public hearing dates,

26th - Public hearing news .release distributed to media.
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Sept. 27-28 - Public meeting announcements carried by the press
and radio in Anchorage

Oct. 1st - Detailed media briefing including radio, 'lV, daily
press raid Alaska Scouting Report representative.

- Special briefing of groups which had indicated
interest in learning specifics of the proposal at
an early date (Bicentennial Park Committee, Mountain-
eering Club, Issac Walton League, Alaska Conservation
Society, Alaska Float Plane Association, etc.).

n 2nd - Special briefing for organized Boroughs affected by
proposal (Anchorage, JCenai, and Matanuska-Susitna
Boroughs).

- Briefing for Legislators
- Telephone conversation with Placer Arex

- A 2 1/2 hour public briefing and question presentation
at Loussac Library in Anchorage (over 70 in .attendance).

n 3rd - Meeting with David Pree, Esquire Re: Mental Wealth Lands
- Meeting with Alaska Minors Association (Bill Wagaman,
President, and Chuck Haulley).
- Public hearing at Loussac Library to receive input
(three hours with over 75 persons attending).
" 6th - Briefing of Capital Site Selection Committee
" 7th - Public briefing and input presentation held at A.laska-
laud in Fairbanks following three days oi radio and
press advertisement of the meeting.
" 10th - Briefing of Bureau of Land Management personnel,
" 12th - Meeting with representatives of Placer Amex
" 22nd - Briefing of Anchorage Chamber of Commerce Special Land
Trade Committee
" 24th - Public briefing of Federal-State Land Use Planning
Commission
Nov, 4th - Public briefing of Kenal peninsula Borough Assembly

In addition, numerous contacts were had with interested groups and members
of the public who contacted the Division of Lands 1o gain more specific
information following exposure to the proposal in the'media or at public
ir-tings.
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STATE

of

TO:

irom:

ALASKA

Cook Inlet Land Trade File

date i December 2, 1975

I "chael C. T. Smith, Director subject: Pub lic Notice and Input
Division of Lands 64 g (Addendum to 11/6/75 Memo to

The following is an update of an earlier memorandum detailing some of
the specifics of the Public Notice and Input process concerned with tho
Cook Inlet Land Trade Proposal.

October—- the October Issue of the Division®s Publication "Alaska
Land Lines"™ carried a five page outline of tho details of the
proposal os presented publicly the first week of October.

Nov. 7— the Governor, tho Commissioner of Natural Resources
and the Director of Lands mot for three and one-half hours
with a special land trade subcoRvnltteo of the Legislative
Council. A detailed briefing was given to tho subcommittee.

Nov. 17— meeting with representative Ted Smith and Harold
Gnlllette at the Division of Lands.

Nov. 25— meeting with Tom Keacham, Land Trust Lawyer for
the Anchorage Municipality.

Nov. 25— luncheon speaker presentation by Director of Lands
to the Alaska Society of Civil engineers.

File)
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March 11, 1975

Senator Kay Poland, Chairman
Senate Resources Committee

Re: Senate Bill 175

Attached is a statement of position by the Oil and Gas
Industry as it pertains to Land Use Planning and Coastal

Zone Management. The statement is part of a background

paper on Oil and Gas prepared for the Coastal Zone Workshop,
Woods Hole Oceanographic Institution. That background paper
with attendant bibilography is now available at the Committee
office for review by members.

For your convenience, | have summarized the position paper as
follows:

1" State lands should be administered in the best public
interest. Critical areas should be designated, but in—
definite moratoriums on development or declaration of
areas to single use sanctuaries should not be permitted.

2. Multiple compatible uses of land allowing free enterprise
and protecting private property rights should be en—
couraged. This can be done by performance standards that
will also protect marine and wildlife resources,
recreational facilities, parks and wildlife preserves.
Regulatory systems may also be needed, but they should
not be preemptive or prohibitive.

3. State policy must dominate, but not to the extent of
participating directly in local use planning. Broad
goals and the State"s needs can be expressed for essential
local government cooperation. Compacts with local
governments are preferable to solutions mandated by a
State authority.

4. The role of State and local governments should be care—
fully delineated. Local authority should not permit
domination by special interests. Industry and citizens”®
groups should be represented in planning. Authority of
any coastal zone management agency should be limited to
receiving federal funds, providing for a system of man—
agement, and to providing a means for coordination with
local governments. Control or cessation of existing
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inimical activities should be through the courts or
remedial legislation. Changes of standards should
be in response to technological and social needs and
should be in subject to due process.

5. The economic clinate should also be promoted and protected.

6. Coastal zone limits should be clearly delineated in
distances, rather than in the abstract terms of
ecological protection.

7. Specific needs expressed by the oil and gas industry are:
A. Access to land and water, surface, and subsurface.

B. Space for facilities and supply routes.

C. Right to compete for land use and the opportunity for
profit.

D. Sanctity of contract and fair adminisl.ration of laws.

As we indicated in our memo of March 5, 1975, a Coastal Zone
Management Act must be sufficiently accomodating to diverse
interests. The above views were made available to us for

study. In turn, we submit them to you, without evaluation,

for your ready information in the attempt to produce a committee
Substitute.

Sincerely, *

George C. Silides
Galliett and Silides
Consultants



LAND USE PLANNING AND MANAGEMENT
STATEMENT OF POSITION

In some areas of the nation, society's many and varied demands for the use of
finite land resources has resulted in a growing awareness that existing systems
of land management are unable to prevent loss in productivity, the raisallocation
of resources, or provide adequate environmental protection. In such critical
areas, states and federal governments have complimentary roles to play and new
or revised systems of land use planning and management are needed in order to
-assure proper resource development and adequate land and water sites for essential
activities and to provide a proper balance among economic achievement, environ-
mental conservation, ar;d other emerging social concerns. Such systems must pro-
tect private property rights, maintain a climate for competitive free enterprise,
encourage compatible multiple uses of land resources, protect the environment
and desirable ecosystems, and be sufficiently flexible to adapt to social and
technological changes. Although the exact structure of planning and management
systems may differ from state to state, there exists a common set of principles
by which each may be tested and these are set out below.

New Land Use Systems Applied to Areas of Critical Concern. The imposition of new
or revised systems of land use planning and management implies greater or more
effective restriction on freedom of choice for the use of land and water sites.
Such is not needed in all areas of the nation, but only in certain critical

areas where the competition for finite land resources has become or likely will
become excessive. Therefore, limited geographically determinable areas of such
critical concern should be specifically and formally designated by the state land
use system for planning and management purposes. Such an area could be designated
one of critical concern pursuant to public notice and hearings. Areas of critical
concern should be designated early enough to prevent environmental or economLec
deterioration, however, indefinite moratoriums on development of such areas
pending consideration should not be permitted.

Protect Private Property Rights. The right of private property owners to use

their lands in any lawful manner of their choosing is essential to our democracy
and the progress of our economy. It should be a goal of land use systems to

avoid unduly preempting an owner's choice of land use or overly restricting the
choices avai.Lable to him. Land use systems relying primarily upon preemptive state-
wide zoning or national or regional land use plans or specification of single-use
designations are undesirable in this respect and should be discouraged.

Compatible Use and Performance Standards Encouraged and Dominant Uses Recognized.
State land use systems which adhere to the concept that multiple compatible uses of
land are desirable should be encouraged. Management systems based on uses meeting
prescribed performance standards are to be preferred over permit, zoning or regu-
latory systems although these latter, too, may be consistent with the goal of en-
couraging compatible uses, particularly in urban areas. Performance standards for
areas of critical concern could be developed by the land use authority pursuant to
a study of the area and its use values and pursuant to the usual administrative
due process, including public notice and hearings.
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In some areas of critical concern, it will be recognized that the area is particu—
larly suited for one or more uses. It is proper for the authority to recogniza
such dominant uses .and prescribe performance standards for ether compatible uses

so as to protect the dominant use or uses. All uses which meet the performance
standards should be allowed.

Free Enterprise Encouraged. While it is a proper role and function of government
to assist in the orderly, efficient development and use of lands through the es—
tablishment of reasonable and fair performance standards of activities in such
areas with due regard for the legitimate needs of all users, it is essential that
such assistance be provided in ways consistent with a favorable climate for private
investment. The best interests of the nation are served, and the natural resources
are most efficiently developed through the operation of a system of competitive
enterprise under enlightened regulation. Legislation affecting land use manag-ment
should state that it is the goal of government to promote and protect such an
economic climate.

States Should Dominate. Land use planning and management systems will 1involve

all levels of government and the role of each should be carefully delineated.

In our system of government, the states have the basic authority to manage non-
federal lands and therefore should have the dominant role in the land use system.
The degree of concentration of administrative power at the state level is a matter
of state concern and will vary with the type and nature of state government in—
volved. It is a legitimate function of state government to delegate authority to
agencies, municipal corporations and other substate bodies as needed for proper
and efficient exercise of state responsibility. However, 1in many instances, loca]
actions are at variance with the broader needs of society and it would be expected,
therefore, that proposed land use systems will place much of the land use planning
and management authority at the state level.

It is recognized that in exercising the dominant role in land use planning and
management, the state authorities must so act as to protect national interests

in matters of national concern. The states, however, are not always capable of
defining such interests and should conform to federal guidelines 1in such matters.
The federal guidelines should be expressed broadly and should cover only matters
of legitimate national concern.

Interstate Cooperation Needed. Recognizing that planning for some areas, such
as economically or ecologically interdependent regions, may transcend state
boundaries, the formation of compacts or commissions as needed by adjoining
states”™ authorities is preferable to the solution of such interstate matters
by federal or federal-state commissions.

Administration of Federal Lands. As administrator of federally owned lands, It

is the responsibility of the federal government to provide an efficient management
organization and administrative system to utilize the federal lands in the best
public interest. Tt is a proper function of federal and state governments to pro—
tect recreational and wildlife resources through the creation of parks, wilderness
and wildlife preserves and the like on publicly owned land and/or to acquire land
for that purpose. Also, public lands should be made available on an equitable,
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competitive basis for proper resource development by private enterprise. The

goals of compatible use and environmental protection of the state land use systems
should also apply to federal lands. Since by far the most populated and economically
productive lands are in private ownership, the federal land administration should
conform to and be coordinated with the state land use authorities where federal

lands exist in areas of critical concern.

Federal Role in Matters of National Concern Affecting State Lands and Private
Properties. |In matters of national importance, federal policy must dominate

and thereby affect state-local government or private prerogatives. The federal
role should not be to participate directly in land use planning and management
at state levels as regards matters of national concern, but should be to provide
broad guidelines to inform state land use planners of national needs. Through
national policy statements, broad goals and national needs can be expressed.

Thus, in some instances, the activities of states acting through the land use
agencies may impinge on or be at variance with the needs of the nation as a
whole. In such cases, enforceable federal guidelines could be adopted to guide
state action.

It is the responsibility of the state planners to implement and execute programs
consistent with the federal guidelines on matters of national concern.

Federal Financial Support. To the extent possible, the state? should be encouraged
to be financially self-supporting in their land use planning and management. How—
ever, it will likely be necessary for the federal government to financially support
the states”™ land use activities. It is vitally important that this aspect of
federal-state relations in land use management not be used to subordinate the

states to the federal will. It is appropria: e that the federal government review
the states®”™ land use systems to be assured ;) that the federal funds will be spent
effectively and 2) that matters of national concern are being adequately considered
by the states®" authorities. The federal government in qualifying states for financial
assistance should not specify any particular form of state land use planning and
management system nor should the federal government narticipate in the states”
planning process.

Administration Aspect of Land Use Systems. The needs for resource development, the
private property rights, ecological and envirOnmentaconsiderations, the wishes

of local populace, national security should aLl be given fair and even-handed
consideration. For this reason, it ir important that the state land use authority
have a balanced bias and not be established in agencies representing only one point
of view. Land use planning and management should represent all views and should be
responsive to elected bodies. Performance standards, dominant uses and plans should
be. subject to periodic review. The land use system should bear evenly on all land
users and appeal procedures should be available. The state land use systems should
not have the |ower to abrogate contracts or order cessation of activities undertaken
prior to the findings of an area of critical concern. The land use authority should
not be empowered to declare unlimited moratoriums pending hearings or planning
studies nor should it have power to declare areas of critical concern to be singlc-
uso sanctuaries.
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COASTAL ZONE MANAGEMENT
STATEMENT OF POSITION

Due to the increasing competition for use of resources of coastal areas and a growing
awareness that increasing care of the coastal environment is needed, it is likely
that new systems providing for coastal planning and management will be established.
It is believed that such systems must maintain a climate for competitive free
enterprise, encourage compatible uses of coastal areas, and be sufficiently flexible
to adapt to social and technological change. At the same time, it is recognized

that private enterprise has a responsibility to help maintain an acceptable natural
environment, and that there must be a proper balance between the economic develop—
ment of the coastal zone and environmental conservation.

Needs of Oil Industry

When considering proposed coastal zones management systems at either state or federal
levels, there are certain essential conditions necessary for the oil industry to
operate which should be protected:

1. Access to land and water spaces, including their surface and subsurface
as well as the land beneath water bodies.

2. Space for facilities and supply routes on.and beneath the surface of land
and water as well as on the land beneath water bodies.

3. Right to compete for mineral rights and leases.
4. Sanctity of contract with government and private parties.
5. Reasonable, consistent and fair administration®of laws.
6. Competitive environment.
7. Profit opportunities.

Position on Aspects of Coastal Zone Management

States should dominate. Proposed coastal management systems may involve both the
federal and state governments. The role of each should be carefully delineated.
Since coastal zone management matters are largei> matters of local concern, and
since the states have the power and capacity to manage local affairs, the state
governments should be the focus of coastal zone management. Therefore, as between
federal and state governments, coastal zone management should be a function of the
respective coastal states with the federal role limited to financial assistance to
state programs, coordination of federal agency activity and protection of national
interests. It is a legitimate function of the states to delegate authority to
agencies, municipal corporations and other sub-state bodies as needed for proper
and efficient exercise of state responsibility. However, delegation of state
authority should not be extended to the point where coastal zone management would
be dominated by special interests in coastal areas.
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Multi-state matters. Recognizing that coastal zone considerations may transcend
state boundaries, the formation of compacts and commissions between adjoining
states as needed.to plan and administer for their mutual benefit activities in
commonly occurring coastal areas such as harbors, bays, estuaries, rivers, etc.,
is believed preferable to the administration of multi-state coastal matters by
federal commissions.

The federal role. The federal government role should be limited to 1) providing
financial assistance to the states 2) coordinating traditional activities and user
seivices of existing federal agencies with the state coastal zone authorities and

3) protecting national interests through the establishment of broad, national goals.
Such goals should recognize, for example, that the coastlines of the United States

are national assets as well as coastal state territory and that the interests of all
the citizens should be considered in the coastal zone plan. However, the foregoing
does not require that the federal government be placed in an active role in planning
for or managing a state®"s coastal zone authority. Federal involvement in state coastal
zone management should be limited to assuring compliance with broad, national goals.
Additionally, since the state governments should specify their own most efficient
organizations, the federal government should not require, as a precondition for financial
assistance, a specified or mandatory form of state coastal zone management authority.

Coastal zone management authority. The degree of concentration of administrative power
in a coastal zone authority is a matter of state concern and will vary with the type
and nature of state government involved. If coastal zone management authorities or
other government structures at. the state level are established, they should serve to
eliminate unnecessary conflicts, improve the efficiency of government operation,
maintain an investment climate conducive to competitive free enterprise, encourage
multiple use and protect the bio-physical environment. The judgment as to whether
these criteria can best be met by an ex: sting government agency, a commission on

which existing agencies are represented, an advisory board, a new agency, or some
other administrative arrangement should be made within each state or compact of states.
The functions of such a coastal zone management body should be limited to receiving
federal funds, to providing for the development of a system for coastai zone planning
and management, and to providing for coordination of federal and state government
activities.

Coastal zone management s/stem. Proposed coastal zone management systems should favor
multiple use and encourage competitive enterprise. Management systems based on meeting
prescribed performance standards are to be preferred over permit, zoning or regulatory
systems although these latter, too, may be consistent with the goals of achieving
multiple use and competitive enterprise. Performance standards could be developed by
the coastal zone authority pursuant to a study of the area and its use values and
pursuant to the usual administrative due process, including public notice and hearings.
Performance standards could apply to the commercial use of private property. The non—
commercial use of private property is not addressed in this statement.

The goal of such a system should be to encourage multiple use of coastal resources.

Any legitimate activity which can meet the performance standards should be allowed,

It is a proper function of federalL and state governments to protect recreational and/or
wildlife resources through the creatio i of paries and wildlife preserves on publicly
owned land and/or to acquire land for Jiat pu: pose. However, coastal zone management
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systems which would be preemptive or prohibitive and tend to freeze coastal areas to
present or any specific future use should be opposed. The coastal zone management
system should be dynamic in concept, and structured to be rcponsive to both the
evolving needs of society and technological change.

Maintain competitive enterprise environment. While it is a proper role and function-
of government to assist in the orderly, efficient development and use of coastal areas
through the establishment of reasonable and fair performance standards of activities
in such areas with due regard for the legitimate needs of all users, it is essential
that such assistance be provided in ways consistent with a favorable climate for
private investment. A prime need is for government to coordinate its technical
assistance and administrative activities so as to increase efficiency of government,
prevent undesirable duplication or lack of authority, and to inform the public of the
arms of government responsible for various governmental functions. The best interests
of the nation are served, and the natural resources are most efficiently developed
through the operation of a system of competitive enterprise under enlightened regula-
tion. Legislation affecting coastal zones management should state that it is goal

of government to promote and protect such an economic climate.

Geographical limits. Delimitation of coastal zones to definite, determinable geo-
graphical areas are to be favored. Thus, inland distances of fixed miles from known
baselines or references to known political subdivisions are to be preferred over
boundaries defined by less determinable measures such as ecological effects or tidal

distances. In addition, the geographic limits of the coastal zone should not extend
further inland than is necessary to accomplish the stated purpose of proposed coastal
zone management legislation. In order to avoid multiple jurisdictions, the seaward

limit of the coastal zone should extend to the limit of state jurisdiction. Each
state should be authorized to define the landward extent of its coastal zone for itself.

Non-government advisory groups. The coastal zone authority should provide a means for
securing the advice and assistance of citizens advisory groups representing industry
and other coastal resource users in the planning and implementation processes.

Limitations of authority. The function of a coastal zone authority should be to
provide for a system for coastal zone planning and management. The coastal zone
authority should not have the power to abrogate contracts or to order the cessation

of activities undertaken prior to the establishment of the authority. Control or
cessation of existing activities inimical to the public interest should be accomplished
through the operation of existing law enforced by duly constituted agencies or through
remedial legislation. Decisions of the coastal zone authority should be subject to
appellate review.

Provisions for review of performance standards. Methods should be provided for updating
or changing performance standards in response to changing technological and social needs.
Procedures for modifying performance standards should be subject to the usual adminis-
trative due process including public notice and the opportunity for all affected parties
to be heard.

5/5/71



Maska Jiiats legislature

ijmite

JUNCAU. ALASKA

March 5, 1975

Senator Kay Poland, Chairman
Senate Resources Committee

Attached are the Preliminary Comments of our analysis
of SB 175, Coastal Zone Management Act.

These comments attempt to show the Resources Committee
what the present language of the Bill actually does.
Paragraphs 1 -5 consist of a general statement and
paragraphs 6 -27 deal with specific sections. We recog—
nize that our analysis may be in variance with what the
authors of the Bill believe 1t to say or intend for it

to do.

In the attached comments we tried to refrain from
judging the Bill as written. However, it iIs apparent
that we find the language restrictive.

We share the universal view thrt a Coastal Zone Management
Plan 1s an essential and necessary product of the Ninth
Legislature, and did so recommend to you in our February
11, 1975, report on the OCS proceedings. However, we do
not believe that SB 175, as presently written, sufficiently
accomodates the principle of environmental protection and
the realities of economic development. As review of the
Bill progresses, we shall give the Committee such assis—
tance r.s it may request in the preparation of a Committee
Substitute.

Sincerely,

George C. Silides
Galliett and Silides
Consultants



PRELIMINARY COMMENTS
SB 175
COASTAL ZONE MANAGEMENT
For those communities which will be included within the
Coastal Zone, their power to plan, zone, and issue or deny
construction permits has been effectively removed. Senate
Bill 175 limits those powers to the point of usurpation, by
placing these powers 1in the hands of the Coastal Zone Manage—

ment Council. No governmental entity is exempted regardless

of the status or viability of i1ts governing body.

The power of the Commission is double edged. While it can
deny a community the right to issue a construction permit for
non-conformance with Coastal Zone Plan criteria, it can also
force a community to allow an installation it may not wish, 1if
the Commission decides that such an installation would be of
regional (and presumably State) benefit. All of Alaska 1is

affected by these decisions.

Ail State agencies are subservient to the Commission in their
actions whether these actions are within municipal boundaries

or wholly on State lands. For example, no boat harbor, road,

or airport may be built within the coastal zone unless approved
by the Commission. This 1is not withstanding the lengthy and
detailed review such projects already receive, especially if
Federal or State funds are involved. The question of duplicated

effort and jurisdiction arises.



PRELIMINARY COMMENTS 2.
SB 175

4. The Act embraces all State lands tinder its control. (Sec.
40.27.410) In view of the lack of a State Land Use Plan, this
could be viewed as a positive and beneficial step--depending

on the final criteria of the Act.

5. The Legislature may wish to consider limiting the jurisdiction
of the Commission to State Lands only. The State can always
move through the Courts against a municipality in order to
protect the physical, social, esthetic, or economic health of
its people. As has been evidenced, groups and individuals

frequer.tly ask the courts to enjo?= specific projects.

6. Addressing the particulars of SB 175, there are indications
that while the Act addresses a definite need, a tendency to

subvert all philosophies in favor of one also appears present.

In 46.27.010(5) and (6) clearly state the need and purpose of
the Coastal Zone Act. Consideration should be given eliminating
(D, (@), (), and (4) as excess verbiage. In any event, highly
conjectural adjectives such as "delicately”™, "permanent",
"paramount™, and "uniquely"™, can be suspected of grinding a

special ax and will hinder passage.

Consideration should be given to defining the word "natural",

under Section 940 of the Bill. <



PRELIMINARY COMMENTS -3-
SB 175

7. Sec. 020 and 290 - That Act provides for a Council which draws
up a Plan, and for a Commission which enforces it. Section 20
creates a Council, the majority of which is composed of cabinet
members who would normally be the Governor®s Planning Council.
We note, however, that the one member directly from the Office
of the Governor, and who i1s proposed as Chairman, 1Is not subject

to the confirmation process.

8.Section 030 - Three public members are proposed. The Legis—
lature should consider public members other than from the
Land Use Planning Commission as directed in Section 30(c),

so that greater public input and scrutiny can be provided.

9. Section 050 - Consideration should be given to changing the
Quorum to two public members and any other four, instead of

the language provided.

10. Section 100 - The Plan or portions of the Plan, should be
submitted to the Legislature for adoption by resolution,

rather than simple adoption by the Council.

11. Section 110- the purposes of the Act appear well taken except
for (A) which deals with population density. Is the right of

the people to move and settle to be limited or infringed?



PRELIMINARY COMMENTS -4-

.- 175 o
- P

12.

13.

14.

Section 130 - the concept of hearings throughout the State
recognizes the economic interdependence of all areas of the
State, and the need and opporcunity for public input is well
stated. The word "adoption"™ should be changed to "submission"

if the principle of legislative review and concurrence is to

be upheld,

Section 140 and 150 -This language does not apply 1f the
jurisdiction of the Commission is restricted to State owned

lands. Otherwise the basis appears sound.

Section 170 - (1) and (2) are good clear statements. In dis—

cussing (3), (4), and (5), the following questions appear 1in

need of clarification:

A. 1s the Council assuming functions and policy decisions
al; .ady specifically designated to other agencies? (Section

950 subverts other agency functions.)

B. Are the elements listed simply as a guideline as to the
matters of concern to the Council? |In that case, the elements
listed are insufficient in scope and line 18, page 7, should
read "....which includes at least the following elements, since
we note that there are nn specific elements relating to re—

fineries, petrochemical plants, timber harvesting, products



PRELIMINARY COMMENTS -5-
SB 175

15.

16.

17.

18.

manufacturing, fish and shellfish processing, or gas liqui-

faction, just to name a few.

(6) seems to gut the powers of the Commission being esta-

lished by this Act.

(7) That a "precise”" ranking could, or should, be attempted
by a quasi-judicial agency such as this Council 1is extremely

doubtful. Furthermore, this sub-paragraph superimposes the

value of judgement of the Council over every other State

agency or-local government. (See item 1 of this analysis.)

Consideration should be given to eliminating 170 (3) - (7).

Seccion 230(b) - What 1s "substantial"? Should fishermen,

loggers, etc., be excluded?

Section 290 (B)(4) - The powers of the Commission to conduct

investigations appear overly broad.

Section 320 - Usurpation of all private and local government

options.

Section 330 - No person or company can be expected to invest

capital or begin construction under a Commission exemption
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SB 175
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PRELIMINARY COMMENTS -6
SB 175

19.

20.

21.

that may be nullified upon adoption of the Coastal Zone Plan.
It should be noted again that the Council has until 1978. By
then all lead time for plant construction depending on oil

or gas feedstocks will have been dissipated, leaving no option

but to send our royalties outside.

Section 340 - (1), (2), and (3) contain words and clauses of

debatable degree which usually result in poor legislation.

(4) - with the elimination of the word "otherwise", this sub-

paragraph clearly serves the purpose of Section 340.

Section 350 - Of themselves, the procedures outlined are

good. The question still remains one o.f jurisdiction.

Section 360(a) - This section, together with 320 ursurps
all State agency and local government planning, zoning,

and development policy functions.

(b) - The figure of $10,000 is totally unrealistic to in—
stallations worth hundreds of millions of dollars. The
criteria are just as unrealistic, and are without regard

to safety of life or property.



PRELIMINARY COMMENTS -7-
SB 175

23.

24.

22. Section 380 - Appropriate only to the extent that the juris

diction of the Council and the Commission embraces local

governments in the final act.

Section 390 and 400 - These are the sections which can require
a municipality to issue a building permit against its will if

the proposed development is deemed by the Commission as being

beneficial to the region and, presumably, the State. Regardles

of how one might debate the merits or shortcomings of these
sections which, r.ogether with 320, constitute the essence of
the Act, i1t appears that they violate either or both spirit
and the letter of the constitutional rights granted to local

governments under their charters.

Section 410 - The language of this section effectively bans
all development on State lands by requiring "all™ of the
criteria to be present. See line 11, page 17. An industrial
plant, for example, though it might furnish economic or
cultural development to the people of a city, a region, or a
the state, 1s not allowable unless it is "essential to the
maintenance of a necessary flow of revenue to the State.

We interpret this to mean the State treasury frcm which all
blessings are to flow. As a reasonable solution to this

restriction i1t Is st”gested that.:



PRELIMINARY COMMENTS -8-
SB 175

1) Delete "all of" on line 11, page 17

2) Change (1) to read: ,he proposed sale or lease contri—

butes to a flow of revenue to the State.

It should be noted that (2) and (3) of this section are already

the functions of other agencies.

25. Section 920 - No one, including the Commission being proposed
under this Act, should be granted interlocutory relief with—
out a proper showing of cause. Especially since in this case

th& word "relief" is synonymous with injunction.

26. Section 940 (1) - This could mean the entire State, since any
stream flowing to the ocean will impact coastal ecology. Also,

the word "shorelands"™ should be defined.

Hiding behind the word "significant” does not help. Con—

sideration should be given to some limit.

(4) through (8) 1is ururpation of policy and function by

definition in case you missed it before.

27. Section 950 - This section makes all State agencies subservient.

However, since the Council i1s composed mainly of Commissioners,



PRELIMINARY COMMENTS -9-
SB 175

28.

the argument that such a coordinating agency has some merit,
especially with regard to State lands, should not be overlooked

amongst the criticism.

The effective date is of more consequence and sensitivity to
this Act than to most. Consideration should be given to having
separate effective dates for portions of the Act. For example,
Articles 1, 2, 3, and Section 940 of Article 6 could have an
immediate effective date, while the remainder would go into

effect upon adoption of the Plan by the Legislature.
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Division of Lands Trade

PROPOSED COOK INLET LAND TRADE
Brief History
Because of existing federal withdrawals, state land selections and non-Nat lve
settlement patterns with In Ccok Inlet Region, Cook Inlet Region, Inc., unllko
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-
mont of ANCSA, Cook Inlet Region, Inc. (:LIR1”) carried on a long series of
discussions with tho Secretary of the Interior in an a"ltempt to Insure Its
ability to solect Irids considered of like and similar character. While the
Secretary made a number of withdrawal adjustments, ho was not able to satisfy
the Region and CIRlI went to court soeklng redress. Discussions continued between
tne two parties while litigation ensued and in approximately September of 1974,
Interior solicitor Kent Frlzzel made an offer to Cook Inlet which specified
certain lands which the Secretary would convey to Cook Intel in settlement of
tho suit. The "Frlzzel offer™ proposed, 1in part, to convey to CIRI ten surface
and 15 subsurface townships within the Kenal National Moose Range, Including the
Swanson River oil TfTield, as well as additional federal lands In the then Greater
Anchorage Area 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
least 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



Guy R. Martin-CIRl Proposal 2 December 6, 1975
“"Frlzzel offer"™ and the tremendous Impact that it would have had upon State
interests, particularly financially. CIRI 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 Natives and
Indians in their respective House, have each pubillcally pledged to see that
Congress protects Cook Inlet Region®s ANCSA rights. This guarantee must be
taken very seriously. Proposals were introduced which were essentially Ildentical
to the "Frlzzel offer"™ and hearings wore scheduled on these bills for May. At
tie same time, CIRI had indicated that they were going to appeal the District
fourt decision in the 9th Circuit. At this time, the Alaska Delegation and
others In Congress suggested to the State that It explore the possibility of
entering the discussions between CIRlI and the Secretary to see If some mutually
agreeable solution to Cook Inlet"s land selection problem could be agreed upon
which involved State land. This was suggested for the reason that Inadequate
Federal 1land was available In the Region, and this was at the heart of tho

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.

Although CIRlI had lost In District Gourt, Its appeal to the 9th
Circuit Included a request that the court nullify the September
1972 agreement between the Secretary and the State of Alaska

which gave Alaska selection rights to lands south and southwest

of Mount McKinley National Park which CIRlI 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
Secrotary might then have to reject tho State"s approximately
404,000 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 respond to a reversal by the Ninth
Circuit by seeking to rocover from the State the 404,000 cicros
sought by CIRI, he might also bo forced to recover, on behalf of
other Regions, conservation groups and other parties aggrieved by
the September 1972 settlement, the other of the remaining forty-
three and one-half [l 1lion acres covered by tho 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.

Assurances had boon given by members of Congress (Congressman Moods

and Senator Jackson) that Cook Inlet would receive fTavorable legislation
IT tholr problem could not bo settled by other means. The bills before
the Congress at that time were essentially Identical to tho Ilargely
unacceptable "Frlzzel offer.” A similar bill |Is before Congress today

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

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

to the problem.

5. By entering the discussions, tho 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 bo unable to select if a CIRI settlement were

finalized without State participation.

On the basis of the abovo tho State began discussions with CIRlI 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 tho complicated nature of tho discussions, and with addi-
tional time available following tho May hearings, the discussions progressed
throughout the summer and early autumn. At each hearing, tho State rospondod

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

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

the land trade proposal was almost complote and tho State publicly presented

tho proposal on October 2, concomitantly holding numerous briefings of smaller,
rnoro specialized groups Interested in tho trade (borough governments, conservation
groups, Chamber of Commerce, Legislators, etc.). A thorough (rcss briefing was
also held. Following public Input, addtlonal discussions were hold with Cook

Inlet Roglon and tho Department of Interior to reflect public sentiment of the
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proposal. Details of the public input and subsequent changes in the proposal

based upon that input are documented in greater detail below.

Imp Ilcations

IT the State endorses the proposal and it is passed by Congress and implemented,
the benefits outlined Ilater will accrue to the State and other parties Involved.

IT 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 the final outcome of Cook Inlet"s selection problem. The four most likely are

listed here, but others which would have profound offccts are possible.

1. Cook Inlet loses Its suijf— The CIRI appeal 1is now In tho 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 tho litigation. Selections would be iIn 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
Kamlshok Day which is the prime lower west side harbor site iIn Cook
Inlot). The pattern of Cook Inlet Rocion selections would be dispersed
and would create difficult management patterns throughout the Region.
Substantial land would be selected which is deemed more appropriate
for public ownership and use (such as tho harbor site and lands in the

Lako Clark area).

It should bo pointed out that this result Is somewhat unlikely, oven
If tho suif Is lost, because its loss would very likely procipatate
unilateral Congressional action for the reason that those selections

are gonorally regarded as Inequitable to tho Region.
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CIRlI wins Its suit-— ramifications of this altern ive would depend
largely upon the court®"s directives. Cook Inlet wou.d 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 Kena! National floose Range, which 1is also
a State wildlife refuge, might bo selectable by the Region. The
State could lose selections totaling approximately 600,000 acres
in the Upper 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 ,nd one-half million acres of state
selected lands pursuant to that agreement would he 1iIn jeopardy from
other Native regions or other groups who might like to see substantial

portions of that state acreage In other ownership.

Congress lonal action— having made commitments to lielp Cook Inlet,
and having waited a considerable amount of lime for discussions
among tho three parties to prove fruitful, Congress might well

legislate an alternative amendment over any objections made by

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

discussed earlier, this proposal has extremely unfavorable conse-

quences for the Stato.
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4. Adrninlstratlve settlement--al though 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, certain 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 Importantly, lands In the Bristol Day areas. If Cook Inlet Is forced to
select 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 loverage to
bargain decisively for state selection rights within the Lake 1llamna-Drilstol Bay
proposed National Resourco Refuge would be lost. One of the most compelling
advantages of this proposal 1is tho leverage which ownership of lands in the Bristol
Bay area may give the State iIn what may be the most Important single post-ANCSA

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

Baslc Objectives Of Proposal

Each of the three parties had Its own objectives In the discussions and would

emerge with certain specific boneflts.

State— The objectives of the State wore basically two.

1. State land ownership— by trading 21.4 townships the State v/ould 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 Jlacks 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 Jlands which CIRI
presently plans to select. In the Lake Illiamna 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. Linder tho proposal,

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

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.

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 be
forced to select.

a sophisticated but critical point Is the fact that
certain State selection rights, such as tho 11(a)(1)
(/NCSA) Issue, will have to be resolved very shortly.
The State believes it can select iIn these areas, and
If It prevails, such 11(a)(l1) selections, In combina-
tion with the 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 1is so far the
reason that it Is a "mix" of ownership and management

patterns that creates the greatest difficulties over the

1975
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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 fTavorable economic and social Impacts upon the State.

Most Important, the Region would finally have accomplished
certainty In Its selections, which Is extremely Important for

tho stability of the Corporation.

Fedora I Government— The objectives of the Federal Government wore to
settle the responslbllitler 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 to* which tho
Secretory is charged with protection. More specifically, tho
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. Tho proposal would also loave certain key areas In tho
Lake Clark area under Federal control and management. This rnakos
sense In terms of other Federal ownership In tho area. Most
Important, It would settle with finality one of the most difficult

and complex logal 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 Iloss 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 doclsion was made to pursue discussions concerning tho proposed trade. At
this time, the Commissioner and Governor were briefed, guidelines and general

policies and objectives wore sel, and authorization was procured.

Somewhat regular meetings began In approximately mid-Apr!l and Intensified
considerably toward the Ilatter part of April and the first week of May. By this
time considerable public Interest had boon generated by media rcpor+s of the
proposed amendment and tho Anchorage Area Borough, In addition to the State, was
working with representatives of CIRI on a very regular basis. Discussions on the
part of tho State wore lad by the DIroctor of Lands. Staff assistance was requested
when necessary and various staff attended certain of the mootings. Other divisions
within the Department of Natural Resources, particularly the Divisions of 0Oil and
Gas and Parks woro consulted to a significant extent and other departments were

asked to Input whon It was felt certain terms In the discussions affected their

areas of Interest. The Division of Aviation and tho Department of TIsh and Game
t
were particularly Involved. The ongoing progress of the discussions was regularly

transmitted to 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 CIRlI 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 kr

hod until a public 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 tho basis ofthat presentation and ensuing discussions,
tho decision was made for the State toalso request that Congress refrain fr
acting on Cook Inlot®"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 tho Commissioner and the Director presented such testimony to the appro-
priate House and Senate Interior Subcommittees respectively. Prior to this

testimony tho three members of the Alaska Congressional Delegation and appropriate
staff wore briefed In considerable detail concerning the tentative proposal as it

then existed.

Shortly following tho Congressional testimony, the Cook Inlet Region, Inc. Board of
Directors, for Internal reasons not fully understood, voted to reject the then
oxlIsting proposal and this led to an approximately three weak period during which
little discussion occurred betv/een the State and CIRI. Tho 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. Tho State felt that full

entitlement iIn addition to the lands which tho State had proposed to trade to CIRI
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was unacceptable. The Ilatter 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 tho proposal and to work

with the Interior Department 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 CIRI occurred. Documentation of these meetings Is contained 1in greater

dotal 1 in the fFfile.

On September 24 additional testimony was presented before Senator Haskell®s Interior
Subcommittee concerning the proposal. Presentations and discussions were held with
various Interested parties in Washington, Including tho Congressional Delegation,

and a more detailed presentation concerning tho state-federal aspects of the pro-
posal was made by the Commissioner and Dlroctor to the Department of Interior™s

Alaska Task Force.

On September 26 tho Diroctor announced that a public briefing of the proposal
would bo hold In Anchorage ori 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 representatives from other divisions within the

Department of natural Resources and representatives of other State departments.

On October 1 another vory detailed briefing was given to the Press, radio, and
television media. Before the public presentation additional detailed presentations
were made to various groups which had expressed considerable Interest in the
ongoing discussions. These Included reprosentatives of three affected

municipal governments (Anchorage, Matanuska-Susitna Borough, Kenal Borough),
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Legislators, and environmental groups. Public presentation on October 2 and the
meeting the following night for public Input were very wei | 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 held between the Director and Interested parties as well as several additional
detailed briefings to groups specifically requesting them. These latter included
the Bureau of Land Management, Anchorage Chamber of Commerce, Kenai Borough
Assembly, Capital Site Selection Committee, and the Federal-State Land Use Planning
Commission. A summary of the Input from the public and the various interested

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

Sped fic Mature of Proposel

Tho proposal 1Is basically composed of three different parts; a Sta+e-CIRI
agreement, a CIRI-Federal agreement, and a State-Federal agreement. All

aspects of each sub-agreement must be executed before tho entire proposal would
be binding. In essence, the State of Alaska would make available to CIRI State
lands which the Region feels are of like and similar character to those lands
which 1t has historically used. In return, the State would fall heir to approxi-
mately one-ha If of Cook Inlet"s 12(c) entitlement iIn the Talkeetna Mountains,
Chakachamna Lake, Lake Clark, and the Kamishak Bay areas. Tho remaining
approximately one-half of Cook Inlet Region®s 12(c) entitlement would remain In
federal hands and the Federal Government would In turn convoy 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 Rational Moose Range, as well as a total of
approximately 26 townships to bo selected from federal Ilands outside of Cook

Inlet Region.
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Decause certain Cook Inlet Region village selections have or are likely to impact
state, Tfederal or CIRI iInterests 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 those sub-
agreements the Interests of one or more of the three major parties would be

likely frustrated by the existing village or group selection patterns.

Atfached 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 tho same ones which we had been dis-
cussing since last May and, therefore, there was relatively little 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 Salamotof and
Alexander Creek as cartified villages, the proposal was modified and 1is shown

in its final form under the "Current Status"™ hearing below.

Character!zation of Pub lic and Agency Input

The more or less finalized "original'™ proposal was presented lo state agencies
and tho public in detail during the Tfirst 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 modifications were made. This resulted In the "modified" proposal
described later. The characterization below represents agency and public iInput

with respect to the "original"™ proposal before modification.
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As V/Ith the public Inpc™, 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 1input, both oral and written, emphasized both the amount of known and
Inferred coal reserves as well as the potential for coal exploitation under
various conditions. While general parameters of the coal resource in the Beluga
area had been known during the discussions with CIRl, more detailed and specific
input from these agencies was requested and received. The specifics of this
Input may be found iIn 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 1input may again be
found in the file. Other agencies generally expressed approval either orally

or written of the basic aspects of the proposal.

Public input following presentation of the "original" proposal came in both oral
and written form. The vast majority of respondents Indicated favo-able support
for the concept of the Stale entering tho discussions and the general expression
was that, with the exception of certain aspect®s of the proposal, the overall
benefit which accrues to the State outweighed any deficits involved. Against
this background of significant public support for the concept of tho proposal,

eight specific areas were singled out which received comment.

1. 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 Iland CIRlI could select from in tho Beluga area
had been selected by the State os 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 1issues.

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, Tfigures and questions wero 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 that 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 tho complexity of the proposal Insufficient time
was available within which to satisfactorily study and comment. Interested
parties wero understanding of the fact that the '"deadlines"™ wero largely
a result of a Congressional time schedule beyond our direct control, but the
fooling of Inappropriate time constraints was still evident. Later announce-
ments by the State that over five weeks ware available for public Input

ameliorated this feeling considerably.

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

should be addressed equally beforo a final decision Is made on tho proposal.

1975
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5* Legal Aspects - Two respondents raised the question of theauthority
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 Act and

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

6* Perks and Recreation Protection - A very significant number of

.1975

respondents indicated approval of those few aspects of the proposal which offered

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 tho proposal which, by providing tho Native

corporations with Jlands appropriately located and suitable for development,

would hasten tho settlement and development of those lands In a manner which

would favorably impact the State’s economy.lt was also felt that the
location of private development In the Cook Inlet basin was appropriate and

11me ly .

8. Extra-Reg lone | Selection - Comments wore received from throe regional
corporations which protested the out-of-reglon entitlement for Cook Inlet.
These comments contorod largely on a fear that CIRI"s Interests would not be
compatible with those of Native residents of other regions, particularly with
respect 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 A, d
presentation to the Council concerning the proposed Cook Inlet land trade was
made by Mr. Harold H. Gal Ileft, Jr. Mr. Gal Ileft was particularly concerned

with the Beluga 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"s presentation unfortunately conveyed some erroneous Information.

As a result of the presentation and an ensuing discussion, the Council bocame

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 Director of Lands on November 7. In addition to

Senator Poland, other Legislators present included Senator Rader and Represen-

tatives Smith, Miller, and Specking. The session included a detailed presenta-
tion of all aspects of the proposal followed by extensive questioning. The
session lasted approximately three and one-half hours. On Monday, November 10,

a conference telephone call was hold among members of the Legislative Council
concerning the proposal and tl o response of the Council was made In a letter
from Council Chairman Genie Chance to Commissioner Martin on November 12. The
Council Tfait that because of the oarly time deadlines and complexity of the
proposal that the Council was 1in no position to either condone or oppose the
trade proposal. Senator Chance did, however, Indicate that members of the
Council were free to express Individual opinions on this or future land trade

proposals.

The press was somewhat Indaclslvo In commenting on the entire prnosal. The
"Dally News"™ did not discuss spoclfics, but rather applauded 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 tho 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 tho public. More recently, following tho Interest

expressed by the Legislative Council |In oarly N .-"ember, 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 Tfirst week
of October. In addition, the decision by Judge Gazell in tho United States
District Court, which found that the villages of Salarnatof 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 changes to the "original”

proposal, which have resulted In a "modified" proposal, are outlined below.

1. Beluga Area- tho original proposal would have permitted

CIRI to select 12 townships from a pool of approximately

22.5 townships 1in the Beluga Area. The modified proposal
would permit CIRI to select 13.5 townships out of a pool

of approximately 16 townships. The reduced pool reflects

the 6* townships of Mental Health lands which wore with-
drawn from the pool. This reduction would leave approxi-
mately 75 per cent of the measured or Indicated coal reserves

In State ownership. Despite this very significant dirninu-

1975
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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 Hlarger area

on the coast southwest of the Tyonek Reservation would re-

main In State ownership for future resource development In

that area. Rather than CIRl 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 in the area of the Interior Department®s Lake Clark
d(2) proposal which were to be traded by the State In return
for an equal number of townships in tho Bristol Day Area

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

Is very Interested in these townships for Inclusion In Its

d (2) proposal. For this reason, the State would retain n
very strong bargaining position by obtaining title at this

time to those lands.

Anchorage Howl Federal Surplus Lands— while the original proposal

specifically prevented CIRI from obtaining title to Federal Surplus

Lands in the Campbell Tract, Point Campbell arid Point 1/oronzof with-

drawals, the modified proposal goes further in also protecting the

Goose Lake withdrawal and in guaranteeing transfer of the Campbell

6,
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Tract to the State Immediately and the Point Campbell and Point
Woronzof of those surplus properties to the State or the Anchorage

Municipality surplus properties as soon thereafter as possible.

Other Federal Surplus Lands Or Withdrawals— the original proposal
permitted CIRlI to select up to 3 townships of Federal Ilands 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 Ilands may have significant
economic values and there Is therefore a provision to reduce CIRI"s
selection entitlement by 1 acre for every S500 of land value
selected by CIRlI from such Federal Ilands. In addition, the State
is given certain veto and appeal prerogatives to Insure that

public Interests are protected prior to selection by CIRI.

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 village 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 tor
subsistence, economic or other values. To Insure that CIRI

would have sufficient lands available to select from, the modified
proposal permits CIRlI to select from d (1) Ulands extra-regionally
by following a selection process which guarantees both the Federal

and State governments a role In determining the location of

6,

selections and In protecting each government®s own specific Interests.
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Kenal National Moose Range— the District Court®s finding that
Salamatof Is an eligible village immediately impacted the Moose
Range with an additional 5G,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
100,000 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 tho 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; the only difference would be which corporation would

own the lands.

Lake Clark Village Selection Tradeouts— as a result of the Dis-
trict Court decision which found Salamatof and Aloxandor Creek

as eligible villages, tho acreage of village selections In the
Lake Clark area approximately doubled. Although tho State would
still trade out those village selections on a 1 for 4 basis,

total State acreage Involved v/ould remain about the same. Tho
only differences from tho original proposal would be that 4
rather than 2 villages v/ould bo Involved, and tho Federal govern-
ment would be required to provide any other additional acreage

from within other village deficiency withdrawals.

6,

1975
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Eight specific aspects of the original proposal were commented upon during
the public input process. These aspects arc outlined above on pages 15-17.
Aspects number 1 (Mental Health 1lands) and 2 (coal deposits) were very

substantively addressed an . 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 public 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 Deluga 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
numbor 5 under current status above. Only aspect number 5 (legal aspects)
of the public Input summary has not yet boon specifically addressed in tills
memorandum. These legal points of the proposal are discussed In greater

detail In tho following section.

Major Considerations Deforo Peel sion

Two important considerations in all land exchanges were emphasized by a few

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

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

It gives?

1973
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These aspects had, of course, been Investigated by the State at the onser

as an Integral part of any such declslon-maklng process..

I. Authority - It Is the opinion of the Attorney General and, we
believe, of most other attorneys 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 sucli as this land
trade proposal. Under AS 50.05.020(b)(2), the Commissioner, and,
under AS 30.05.035(a) (14), tho Director, have several times since
Statehood entered into land trades or other agreements affecting
lands that wore riot treated as sales or leases under tho Land Act.
Additional spoolflc authority for land exchanges such as the
present proposal was provided by the 1972 Legislature In tho form
of AS 30.95.060 as n counterpart to Section 22(f) of ANCSA. Among
other things, this law permits the State to exchange land or
Interest In land with a Native corporation for the purpose of
affoctlng land consolidations or to facilitate the management or

development of the Iland.

Tho authority cited above does not prohibit tho 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 take the position that Section 6(i) has
been amended by Implication In Section 22(f) of ANCSA so that It does
riot come Into play In such exchange transactions. To orase any

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

to enter Into such a proposal.

Equal Value Consideration— in determining whether equal value will

be received for value given in an exchange such as this proposal,
there are basically two different types of "values"™ which require
consideration. One 1is 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 a specific dollar value cannot be
estimated with any particular degree of certainty at this time, or

for which an economic value may never be specifically determined.
However, values 1in this second category are very real and a reasonable
person would recognize their existence and importance iIn computing

the overall value received or given in a trade. With respect to

this proposal paragraphs A and B below outline, respectively,

tho two types of values mentioned above.

A Economic Values— The Information presented below represents
a summary of oconomic values Ildentified with respect to
State Interests In the proposal. Tho Information Is basod
upon reports from various State sources and Is expressed
In terms of curront 1975 dollars, 1i.o. economic values of
resource potentials such as the Beluga coals have been
discounted back to prosent day value. Only those rosourcos
specifically known to exist wero valued. Tor example,
although there are unquestionably very real and significant

subsurface economic minoral values on lands which the State
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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
the heart of the Anchorage Bowl as well as a commitment
to an expedited transfer of the Federal surplus lands at
Point Campbell and Point V/oronzoff. In estimating the
economic value of tho lands to be given and received by
tho State, estimates were made on the value of the Iland
itself, any timber thereon, and any known mineral resources
thereunder. Tho table below summarizes those values.

Documentation may bo found In tho flics.
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TABLE |I.

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 15.7 - 1.0 17.5
Kenal Penn. 107,650 16.1 - 1.3 17.4
Beluga 314,640 22.0 15.9a 1.2 39.1
TOTAL 492,011 53.3 15.9 4.3 74.0

LANDS RECEI VED BY STATE

VALUES (SMILLIONS)

LOCATION ACREAGE LAND MINERALS TIMBER TOTAL

Kamishak Bay 276,400 1.1 e 2 11.3

Koksetha R. 161,230 6.4 B 2 6.6

Talkeetna Mts. 161,200 6.4 T 1 6.5

Or istol Bay 576,000 23.0 e 23.0

Campbcll Tract 3,930 5.97 c c 5.9

Pt. Campbell 1,179 6.6d - - 6.6

Pt. Woronzoff 593 4.9d 4.2

Capt. Cook

Rec. Area 4,300 3 A .9

TOTAL 1,223,742 64.4 -6 65.0
NOTE:
a. The 15.9 value for the Beluga Coal resources is based on the middle of I"hree
scenarios for production In that area (pessimistic, medium, optimistic). The
value has been discounted at eight percent from future revenues to present dollar
values. The most optimistic scenario, which makes several very optimistic assump-

tions, would yield a discounted value of $33.2 million (figures attached to memo).
b. A very conservative figure of three thousand dollars per acre has been assumed
for the Campbell Tract. This figure has then been discounted fifty percent under
the assumption that if the 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 wero not immediately available to moke a good
estimate 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 Campbell and Point Woronzoff
surplus lands has been discounted to recognize that the State 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 the two-mile radius of the old city
boundaries, and because they are not as important as the Campbell Tract for other
public purposes, there In a measureably greater probability that these surplus
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Table 1. NOTE d. continued.
lands would go to CIRI under some other form of settlement of their claims.

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

To the values to be received by the State as estimared
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 CIRI would select IFf they prevailed in their
court suit and the Secretary made such lands available
for native so lection by refusing to convey them to the
Sfate. Any estimation of tho value of these two possi-
bilities to the State must assume certain levels of
probability that the situation would occur without

execution of tho proposal.

Swanson River Revenues— There are any number of factors
which may enter into assuming a probability that the
Secretary or the Congress might convey to CIRlI substan-
tial subsurface title in the Moose Range. While only

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

in September of 1974. Had CIRI accopted the offe<- at



Guy R.

Marti n-CIRl1 Proposal 30 December 6,

thai- time the possibility of that event would have been
one-hundred percent. In view of both that offer and
Congress®™ assurance to CIRl 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

valua of $20.5 mi 11 lon.

Chalatna Lake 26 Townships— In assuming a probability that
the State might lose title to lands currently selected
south of Mount McKinloy National Park In tho Lake Chalatna
area two probabilities must be estimated. The first is
tho possibility that CIRlI would prevail 1in its court suit.
Assuming that CIRI did prevail, a probability must then

be estimated as to whether the Secretary v/ould attempt to
break tho 1972 out-of-court settlement of Alaska v. Morton
and whether he would be successful In that attempt ovor
almost certain State court action. Numerous agruments may
be proposed regarding these two probabilities but for this
analysis probabilities of 50 ond 40 percent rospectivoly
are used. Applying these probabilities to an estimated
current land value for tho 26 townships of $24.0 million
and an estimated value for timber of $3.3 million, a value

of $5.5 million Is found.

A third value which must bo estimated is that of the

.1975
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additional 20 townships which the State nay select
at its discretion. Although statehood selection
entitlement would be used, three factors must be
considered. First, there is a possibility that the
State may never be able to exercise its full
selection 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 iImplementation of ANCSA and
settlement of tho 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 close proximity
to existing state selections Is in and of Itself of
value. Using the very conservative total value for
these lands of $40 per acre, and discounting tho 20
township selection right by a factor of two-thirds to
account for the use of selection entitlement, the

result is an estimate of $6.1 million.

Thus, the total estimated value of tho throe factors described

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

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

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

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 tlme, and secondly there are those values which might
never be capable of having a specific economic value attached
to them, but which are unquestionably 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 outline the major

non-economlc 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 Inlet 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 the
September 1972 out-of-court settlement with
the Secretary be abrogated. In view of the
District Court®"s decision that the Secretary
VWas In error concerning his finding eleven

villages ineligible, Cook Inlet Region®s chances

1975
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of success with 1its court suit were measurably

increased.

(b) Moose Range Surface Protection- prlvate
surface ownership within the Moose Range v/ould
be kept to a minimum, thus protecting the very
significant wildlife and recreational values

of the Moose Range. The Moose Range Is also

a state wildlife refuge and its already tremen-
dous value for recreational pursuits including
hunting, Ffishing, canoeing, etc., will continue
to grow with Increased settlement and development
of state and private lands outside the refuge
on the Kenal Pen Insula. Some, however, would
argue that maximum Mooso Range Ulands should be
given to the natives so that development may

occur.

(c) Sul tabHe Lands In Prlvate Ownershi p— the
stato lands rocolved by the Native corporations
are lands suitable for settlement and development
because of physical characteristics and location,
thus substantially reducing future costs to the
State to provide services to these areas. Addi-
tionally, the Native corporations receiving those
lands will be in a much better position to
develop them at an earlier 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 west side of Cook Inlet
on Kamishak Day. These lands v/ould represent
the only State presence on the west side of Cook
Inlet for at lest 400 miles south of Kaigln
Island. Kamishak Day 1itself, owned by the State,
is believed to have significant oil and gas
resource potentials and these coastal lands re-
present the only feasible areas for onshore
development facilities. This proposal would

put these Ilands in State hands. Additionally,
the terminus of the Interior Department®s
"western transportation corridor’™, which
originates iIn Petroleum Reserve Number 4, ter-
minates on Druin Bay which the State would

also receive.

(e) Tal keetna Mountain Land- the State v/ould
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 the throe final sites

to be considered for tho 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 Mountain State Park proposal.
The land trade would permit a manageable park
boundary proposal to be 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) Addition To Captain Cook Recreation

Area— the proposal would insure that a minimum
of 7 sections of land v/ould be added to the
Captain Cook Recreation Area frcm federal

lands within the Moose Range. Otherwise, Native
so leel"lon of those sections Vv/ould result In a

significantly loss manageable recreation unit.

(@) Public Lands- the proposal v/ould Insure
that lands with significant public interest
v/ould remain In public ownership, particularly
In tho vicinity of Lake Clark. In addition,
the State v/ould recolvo lands In the
Chnkachamna Lake area which v/ould give the
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.
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t) Increased State Presence Jn Bristol Bay-—
tho proposal would increase the State’s 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 would, of course, be otherwiso
unavailable to the State. This enhanced state
position will strengthen the State®s bargaining
power with respect to tho proposed Rational
Resource Range In tno Bristol Day-Lake Iliamna
area, if the Resource Range proposal Is adopted
as presently proposed, the State, with the single
exception of tho I/ood RlIver-Tikchik area, would
be totally removod from any significant land

ownership position west of Cook Inlet.

(1) State Intorests In Other Po<leral_ Lands— under
the proposal other federal surplus lands and un-
perfoctod public land entries which might go to

CIRI within the rogion would ho subject to a Stato
voto and/or appeal process to protect State and
public intorosts in these lands. Since tho

eventual settlement CIRlI rocelvos, whether by agree-

ment, Ulegislation, or by court action, will undoubtedly
include these lands, the proposal represents the State"s
only opportunity to participate In protecting tho

public Intorosts on those lands. As an example, the
Bradley Lake Power Withdrawal 1Is specifically pro-

tected from Native ownership; if the withdrawal should



be revoked, It could be selected by the State.

2. Negative Values— sthe folloving negative values v/ould accrue to

the State should the proposal be consummated.

(a) Delugo 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
CIR1"s 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 privato lands, It would lose
m
the additional Ulandlord power to control strip mining
operations. However, with regard to revenues, tho State
would 1loso Its royalty Interest, but all Informed

opinion agrees that a severance tax Vv/ould yield the best

returns, and Is the proper course for the State to

follow

(b) Loss of Tort Area- approximately 7 sections of land
northeast of tho village of Tyonek with potential for
Industrial development and docking facilities v/ould be
transferred to native hands. Perhaps tho 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 Ileases 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
abovo, the economic values themselves which accrue to the State are

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

calculated as shown below.

TABLE 2.
SUMMARY OF LSTIMATED ECONOMIC VALUES (SMILLIONS)

GIVEN BY STAJ E

Existing values relinquished Z/L.-0
TOTAL 74.0

RECEIVED BY STATE

New values received 65.0
Existing values not lost 52.1
TOTAL 97.1

lo the total economic valuos received by the State the non-economlc
values cited above, both positive and negative, rr .t be added. Since
the deg."oe to which these non-economic values accrue positive or nega-
tive benefits to the State Is somewhat subjective, 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 1is an extremely important factor.
First, It can certainly be suggested that negotiation, particularly
regarding non-quant Iflable Items, Is man’s best procedure for
reaching equity. While this 1is 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 feeling that either he got a fair and 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 would 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”™ rogardlng trading ltems and other values. While no
blanket conclusion 1is possible, there can be every assurance
that a comprehensive effort took place, over many months, to
seek out and discuss a multitude of alternatives before

reach Ir.n the agreement herein.

Cone lus lons and Recommedatlons

This memorandum of transmittal has attempfed to outline in a structured fashion
the 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 5nformation 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 flies on this matter.

While it is my opinion, and that of most others 1 know who have addressed the
matter iIn detail, that the Executive Branch presently has the state 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 the courts iIn the executive®s favor, the process of litigating

a test case would be Inordinately time-consuming. That Intervening litigation
period would protract the commencement of passage of lands under the agreement,

a consequence which all parties regard as undesirable, and possibly fatal, IFf

the basic merits of tho agreement are accepted.

There 1is no doubt that the proposed exchange cannot come to pass without prior
federal legislation clearing its way under NEPA and Section 6(i) and dealing with
other matters of Implementation. The opportunity - perhaps tho on [y opportunity

for such legislation 1Is 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 exchange. While the Commissioner |Is authorized under

existing law to give that assent, unilateral executive action on a matter of this
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magnitude v/ould be inconsistent with the policy of the present administration that
all important social 1iInstitutions should have the opportunity to participatz to the
fullest extent possible In such decisions. Therefore, | believe the State should
structure the proposed transaction so as to maximize the Legislature®s ability to
participate in the decision. (Indeed, the Administration endeavored to involve

the Legislature throughout the public review process as the 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
curing the session, for Congress must act now to get federal authority for a

specific proposed transaction. llor is It likely under our Constitution that the

Legislature could, or would choose, to do so.

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

to the State"s subsequent consent. The state administration, |In ifs turn, pledges
sthat consent to tho Congressionally legislated "offer"™ will be forthcoming, if

at all, only after review and consideration by the Legislature. An action by the
Legislature disapproving the exchange should result In an action by tho Governor

donylng consent.

IT the decision is made to seek legislative review the time factor is particularly
Important, for several reasons, Including the Congressional nood for certainty

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

would be In a position during the first week of the session to thoroughly brief
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members of 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 |1 believe it to be a unique, perhaps singular, opportunity to achieve
a vital series of public and private objectives. It is important, and in my view,

right.
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FROM:

Department of tiltural Jte:aourcc3
Division of Geological & Geophysical Survc>

Kickael C.T. Director DATCc January 2, 1976
Division of Lancia

FILE NO: ' '
©
Guy R. Martin, Commissioner
Depnrtr.cnk of Natural Resources TELEPHONE HOt-
Cleiaud M. connell SUBJECT: Mineral Analysis of Proposed
Mixing Engineer B Cook Inlet Land Trade

On or about the 8th of October, Ross Schaff, Den McCce, and | met with you in
your office to advise you of the value of coal lend the State va3 proposing to
give away. It Is ny recollection that vc advised yea at that time of the value
of coal on these lands andof work in progress by the private sector in explor—
ing the Beluga coal field. As 1 recall,all three of us, especially Rcss and

I, expressed personal disprove! of the trade. It was and is our opinion that
ecoe of the cost valuable land in the State is being traded for land that has
little or no economic potential. o .

- _ees*_ r c

In direct coaaenL on the articles by Mr. Gallictt:

r Don McGee and K. OIConr.or in AOF 51, page 7, estimte 7.8 billion fcona
of coal in the Beluga field.Therefore, Hr. Gallictt has a.reference
ee from a report of the Alaska Geological Survey. My only consent on the

first article in that rccovei"y ox 501 of the coal is low by todays
standards.

In reference to the second article, It isnyunderstanding that uish and
e Garce have control of fishlug and the streams. | believe that this is

.covered in Section 16 of the State Statuatos, so there is no need to

control the Lake Clark or T.liarcna areas for the fishing potential.

In the 3rd article, G?illieCt appears to be accurate. | an cure we
could check on the number of natives and the allocation, but the fig—
ures are approximately those that 1 have read.

MiCb regard to the npcclflc. "Lands to be given, by the State to CT1ll?:

Pt. Mackenzie (Appendix C - 1.B)and This in within the Anchorage area
end Is a valuable section for port facilities,

Kuik-Ulllow (\ppe .'ix C — 1.B and 3) — This 13 an cxccLlcnt recreation

area near An gc. It contains the Nancy Lake Srate Recreation area,
Meadow Creel pground, and many lakc3. There is both a coal pcter.Cill

-\ and oil and gas potential in the area. Coal at one .tine was ni.ned ac
Huston.

KnahwiCna (Appendix C - 1.B) — This in prime agricultural land - Uef:
Alaskas Agricultural Potential, Alaska Rural Development Council,
Publication Mo. 1, 1974. It also contains a site selected for the

future capitol of Alaska. It Is ecccscablc by road and railroad, and

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



Kichncl C.T. Smith Pa a 2 January 2, 1976

Chlckaloon (Appendix C - I.D and 3) - This 1is excellent: coal land and.
part In under coal lease. Coals in tlii.s area have a higher calorific
value than the Beluga area, i.e., 7,200 Rtu Beluga vs. 12,000+ Utu
Ilatxmuska. Bone of the Hntnnusha coals have coking qualities. There fere,
ILatar.ueka coals have a higher market value than Beluga ccals. The railroad
right-of-way to the area in retained by tha Alaska Railroads. There are
excellent hone sites in this area.

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

Salamatof (Appendix C - 3) cud Kccp.i Peninsula (Appendix C - 1.E and 3)

+ eThese are excellent coal lands. The coals are nearly horizontal, there-
fore, favorable for mining. Several beds at least 5 feet thick underlie
the area. Undoubtedly there ere at least 11.7 billicu tens of coal in
these areas. In addition to the loss of coal there would be a loss of
rececation along the beaches of the peninsula. This includes both clam
digging and fishing. 1 have been informed by native groups that they
intend to protect these rights, and prohibit non-natives from trespassing.
A lav suit on this natter is presently in court (Edwnrdsen vs. Norton).
These lands also have a high agricultural potential. |In Che case of strip
mining the agricultural potential could be utilized the year following
cessation, of mining.

Beluga (Appendix C - 2(a)) = This area contains the outcrops of the
Gic"P.send Waterfall coal beds which can have respective thicknesses of

27 and 30 feet. Some sections could contain 70 million tons of coal

\jith a stripping ratio of less than 3 to 1. One township could contain e
2.5 billion tons of coal. This 1is also an area of high agricultural
potential, and experimental work has proven that reclamation can be

done after strip Liining.

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

In general, these lands are underlain by Jurassic Intrusiveo that have
a low mineral potential for hard minerals, lack equivalent agricultural
potential, lack the recreational value, because of inaccessability* and,

IT not selected by the natives might still be open to selection hy the
Stnce.

In regard Co the report hy DobyJt,Welch, and O"Conners

There arc nnuy Misleading statements in tho report. 1 find errors in

the calculations regarding the discountedgyjtfii Gib'v’C. «The Stanford Research
Institute has a report issued in 1975 that gives figures chat conflict

vidth those of Robert Bottgo. Nevertheless, assuming the inaccurate figures
do have meaning, should the State give away such valuable revenue pro—
ducing land?

By n separate memorandum | am requesting the report by Robey et. all,be kept

for

in house use and not Issued as an opcn-filc report by the Division of

Geological and Geophysical Surveys.
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MEM ORANDUM m e<-aState of Alaska

Department of Laturnl Resources
Hivision of Geological 6 Ceophyaical Surveys

1o Guy Martin, Cormissionar of DATE:  January 2, 1976
Mature! Resources
Gil Makings, Acting StatG Geologist file NO:

TELEPHONE MO:

rmoM=  Cicland H. Convrell SUBJECT: Economic Resourcg Analysis of
- , Measured end Indicated Coals
Mining Engineer
Uovcsber 28, 1975

E.L. Dobey, J. Welch, K.K. OrConnor

At tha request of Gil Eakins, Acting State Geologist, | have reviewed the
Guhjeet report.* | find tliat the report is misleading, contradicts Masks
gv-ological Survey open file report 1/51, is inaccurate and biased. X respectfully
rLuMt that the report not he published as an open file, report under your name
and that of Rossz G. Schaff. It nay be of souo use to Hike Smith within the
dapartr”nt but 1 feel that the quality is too lew to justify publications as a

.Division Report. |If published, the report certainly should be reviewed by
Ilosa Schaff beforehand. :



EtVIORANDUM State of Alaska

Department of Ifitural Resources
Division of Geological L Ccophysical Surveys

Michael C.Y. Smith, Director date

January 2, 1976 -
Division, cf Lands

. i FILE NO:
Guy E. Hliartin, ComndsGloner

Department of Natural Resources TELEPHONE MO-

Giillbert R. Eakins SUdJ=C.T: 2pjj:aral Analysis of Proposed -
Acting State Geologist Coot Tulet Land Trade

la response to your letter cf December 29, 3.975 to Ross Schaff, | re—
quested Cleiand Convell, State Mining EnyLaeer, to review the three newspaper
articles by Harold Galliett and again to assess- the tracts of lands invcl-ved in
tha proposed land trade. H
I concur with Mr. Cornwell®s assessment that it is not in the best in-
terests of the State to mike the proposed land trade. A purely economic view
indicates a high potential dollar value of the tracts to he traded to the Cook
Inlet Dative Association. Large reserves of quality coal are known, agricultural
lauds are present, and a resonably good potential exists for petroleum and uranium.
In addition, the lauds to be given to CI2IA have v/ise.ly been celectecl near popu—
lated areas and where industrial and population grow*™ ray he expected. wc be-
3.eve the potential revenues are vrx"j significai/di an that an attenpt to put a
discounted cash value ca the resources today is not a fair evaluation.

In contrast, the 3nncls to be received by the State, in the trade do not
appear to have on important dJLneral potential, are relatively Inaccessable, aud
riYe not suitable for development.

CCS .Ross Schaff, State Geologist



Jm.mi

The Honorable Chancy Croft
President of the Senate
Alaska State Legislature
Juneau, Alaska 99811

Dear Mr. President:

In ray State of the State message, 1 laid before the Legislature

the issue of tho Cook Inlot Land Exchange» In doing so, |1
mado tho following statomant:

Alaska®s land, perhaps more than the offshore oil
and ga3 programs, hits Alaskans where they live.
This administration believes that sound land,
ownership patterns and practices are important and
we will not hesitate to uea State power to in-—
fluence them when in tiro public intercut.

I continued by expressing tho further commitment of the
administration to take a major role in land decisions
seeking to "balance the proper rights of Alaska®s Natives
with the long-term interests of tho entire Alaska public."

Settingforth the Cook Inlet exchange specifically, | indicated

tire importance of the matter and my dosiro that it be the
subject of thorough Legislative ocrutiny:

Perhaps tire boldest of those (land) actions has
been tho Cook Inlet Land Exchange. Controversial
from the first, thi3 transaction is as .large and
complex as the issue it was intended to resolve.
Pursuant to a Congressional request, we worked for
months with the other parties for a settlement.
Mora important, support for it has grown as ita
logic becomes apparent.

Now, though not obligated, 1 am bringing it to the
legislature with confidence, having seen it move
through Congroaa supported by our entire delegation.
Should you disapprove it, I will not act, but 1
earnestly solicit your approval.

By now, this issue is well-known to many Alaskans, as it has
had extensive press coverage, has bean the subject of an
extensive public process, has been reviewed by a special
Legislative Council subcommittee, and has been the subject
of full Congressional review and action.



In spit® of this, and in spita of my conclusion that State
participation in tho agreement is authorized by existing
law, 1| believe full Legislative review is in the broadest
public interest on a matter of this importance and scale.

By the toma of tho document entitled "Terms and Conditions
for Land Consolidation and Management in the Cook Inlet
Area"™, 1incorporated in Section 12 of the recently passed
amendments to the Alaska Native Claims Settlement Act

(P.L. 94-204), the consent of the State to the agreement
must be given within 60 days of the commencement of the 1976
Session of the Alaska Legislature. I have stated my intent
that such consent shall be given unless the Legislature
disapproves State participation within this period. Should
disapproval occur, 1 will withhold my consent for State
participation.

The matter is thus submitted to you for oversight and policy
review, and the attached material should be considered in
addition to other public information on this matter and
material earlier submitted to the special Legislativer
Council Subcommittee. Additionally, you have my pledge of
full administration cooperation to further explain and 1llu—
minate the exchange agreement as your procedures indicate.

The materials attached are intended to permit an orderly
analysis of tho agreement, touching on the issues critical
for Legislative review. In particular, there is a discus—
sion of the considerations that entered into the delibera—
tions, the alternatives as perceived by the State, and tho
economic evaluations that have been made, "lost important,
tho documents trace the history of public participation and
input into tho agreement and the extent to which the final
agreement reflects concerns stated by legislators, local
governments, other Native Corporations and the public at
large.

The exchange agreement, tho legal and historical conditions
which necessitated and permitted it, and the process by
which i1t was formed are uniquo and critical to an under—
standing of the entire issue. So is an understanding of tho
paths not takon, or tho consequences of a failure to take
such an action. Tho entire Alaska delegation supported the
agreement, and Congress acted to carry it into Federal law.
V'Jhan tho bill was signed by the President on January 2, 1976,
it placed tho matter befora tho State and I am seeking your
review.



In the House report that accompanied the federal legislation
on the exchange*, tho Committee on tho Interior and Insular
Affairs noted that the document "harmonizes conflicting
interest, seeking to adjust an equitable settlement for Cook
Inlet Region consistent with the needs of Alaska and the
public at largo... It seeks to resolve harmful jurisdictional
conflicts and arbitrary ownership and conserves for public
use lands that should havo that status.”™ x agree.

I submit this sot of documents to you cognizant of the care,
delicateness and thoroughness that has been the hallmark of
the evolution of the agreement, and f.ook your consideration
of the land exchange agreomont an the final step in this
important endeavor.

Sincorely,

Jay S. Hammond
Governor
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Joint Meeting of the House and Senate Natural Resources Ccmaittees
Jury Assembly Roan, 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 frcm the responsibilities of the State Consti—
tution and 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 wKat 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 frcm 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 summary form seme 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 | 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 unde: -
stand when a term"s used that, hopefully, everybody is using it in the same
method. And so I wmld 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 (lA)

Shaff: Senator Poland and members of the committee. My name is Ross Shaff and

T ™ 7the State Biologist and as such, 1"m Director of the Division of Geologi—
cal/Geophysical Surveys of the Department of Natural Resources. Traditionally,
our State surveys 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 pelicy decisions. Since the Cook Inlet State land trade became
an issue, our survey has provided as much information to various interested parties
as possible including the Division of Lands and the Conmissioner of Natural
Resources. We thought it might be helpful bo the Legislature if we could compile
as much of this info.cmation that has been submitted to other people into one
report and this is a preliminary open file report which | 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 sane 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 summary of
information that we have access to and would like to share with the Legislature.

(1A - inaudible)



The 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 Den McGee who is here today and he"ll answer
questions as to hew we arrived at these figures and so forth. Hit best estimate
of known coal reserves in the Beluga land trade area only 570 million short tons.
The 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 it is very important that we come to a clear definition as to what we mean
by known reserves and hypothetical. We have seen in newspaper articles very 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 terms
that we"ve used mainly in our report and I think the easiest way to say this is
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 professiona]. opinion the geological setting is adequate for the
formation of coals and that it is probable that those coals exists and we must
make a few assumptions as to the thicknesses of coals based on very scattered data
and arrive at some very broad figures. Actually, this hypothetical estimate will
be different depending upon the operator or the investigator.

Part two of our report speaks to the 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 to give you
3Qiie sunmary nurrbers of this part of the report - our total estimated accumulative
bo 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 income to the State. This does not
include rental fees or lease fees. Now the royalty would be the largest amount of
money of income to the State. This is what this study points out.

The third section of our report deals with the other trade areas and here we
are more or less in the realm of speculation because of the uncertainty of the
actual land that will be traded. I would point out that the third section simply
indicates the kinds of resources that we know to exist in the trade areas. Where
possible, 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 cf
coal.. So that in terms of the total trade, the State would be trading away a
total of 895 short tons of knewn 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
v/ould like to have clarified 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.
This was in a newspaper article. We have no idea 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 (lA) in consideration. Just for your
information, in comparison to the total hypothetical coals in the State reported
by McGee 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 (lIA)

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: »--nator (IA)

I wasn"t quite clear on what you mentioned about the mental health
land; are they involved in this to any degree?

Shaif: 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 | 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 remain with the State, approximately 25% of the kncwn coal reserves would
be available if selected by Cook Inlet.
Sen. Poland: (14)

Seventy-five per cent would remain with the 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 remain withthe State
ard, of the reserves in that area, what percentage becomes(l1A)?

Shaff: I don*t have ahypothetical figure for the coal reserves in the mental
health lands before me so | can"t quickly calculate the percentage. We could do
that when we put up - we have a map.

Do you think it"s about that same proportion oris itdifferent?
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: I think staff is working that out right now.

Doby: It"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. Hie estimates of reserves underneath
the Cook Inlet which may be developed seme day tlirough liquification are extremely
large - ip in the trillions of tons. | think Mr. McGee can bear that out. lhe
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, | think the percentage would probably be (1A).

Sen. Poland: Would you please identify yourself?
Doby: My name Js Patrick Doby. 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 nay be a
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 v/ould be important
to both what you"re calling hypothetical reserves as it would be for what you“re
calling proven or known.

Sen. Poland: (l1A) Representative Cotten.

Rep. Cotten: Mr. Smith, although probably "threat"™ wasn®"t the best word to use

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 does nothing. The evidence of that, it seems to me, to be a - threat maybe
is a little bit too large a term - 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 Caiipbell 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 tha:; when | alluded before to the term
"threat”, 1 was tying it more to the 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 I 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. They

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 dees 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 became involved, is aware, 1 think,
that Congress 1s serious when they say that. I 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 now,

the Swanson River oil revenues, the park lands out here in the Campbell airstrip
area, it"s very hard to say. |1 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 would feel that or whether or not they could hold
that line in Congress, that®"s a discretionary judgement. | should say a subjective
judgement on various peoples parts. We do know that it was offered. We do knew,
since the State gets 90% of those revenues anyway, they"re not of particulcur
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 corpor.™tion 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 Campbell tract, is outside
that two mi.le limit as it existed in 1971 anyway. And | believe Pt. Campbell 1is
carpletely out and 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, | don"t knew. 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 to 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 on 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: The Frizzel offer was withdrawn before Cook Inlet did select it, that"s
true. | just indicate again, it was an offer tliat we feel on its face was valid at
the time.

Sen. Poland: (l14)

What is the status then right now of, for instance, the Campbell,
tract? You say tliat they waived that provision for this agreement but if this
agreement doesn"t go through, then the 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
will still be bound by Section 22-L. If Congress decides to legislate sone
settlement, they can do what they want with thatrestraint. They can allow it to
stand or get rid of it. The Secretary would notbe able to go around tliat constraint
however. Although as | say, approximately 1/3 of Canpbe.ll airstrip, the Campbell
tract itself is outside that two mile limit.

Sen. Poland: Senator Orsini.



Sen. Qrsini: 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: 1It"s a result of a number of discussions. Again, that is semething which
you could call subjective on any one individual®s part. But when you bat these
around, you came out with a figure. 1 guess | was the person who ultimately
nailed dewn the final probability on it.

Sen. Qrsini: (IA) consultation with a number of attorneys who will be familiar
with the cases, discuss the natter 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 th” Court of
Appeals is 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: (1A

Smith: Excuse me Madam Chairman, can | - | would like to add to that. As an
early part of this negotiation, something which lias 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. lhey 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 ocrme 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 counsel and expertise said that they would not do it. “lhey are
now villages. So my point is, to emphasize that it"s a 3ubjecuive situation.

You were giving us some figures on royalty, that figured on present
royalty?

Shaff: The numbers that I gave you were based upon two assumptions; that they
woulcT continue with the present royalty until the year 1991 at 10C per bon. 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 (IA) 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 tlie cost of coal as best we could
estimate the cost of coal in 1991. And we used tire Bureau of Mines figures for
that estinate.
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Shaff: Our agreements were, or our discussions and work in the survey started
sometime in October. 1 can"t be more specific new on the date than October, 1975.

Sen. Poland: (1A

What is this ten cents per ton based on (IA) picked out of the air or
based on same rational process or how is it 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 frcm, | can®t answer that
guestion.

Since time Immemorial or is that something more recent or . . .(l1A)

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, the

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 time, 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 reccmmendations
is tliat setting a fixed value for a period of twenty years is the case, is probably
not the best idea particularly in a time of inflation as we"re faced with now. |
think, as a result of this we can look to achange in this in the future. Because

as was queried a moment ago concerning what happens to our economic analysisafter
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 simply 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, tliat
assumption increases tremendously with some 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 Scate to change to this more
favorable status at tliat 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 assumption for coming up with totals of the
value of that royalty to the State, in thiscase

: (IA) leases of this whole area 1is involved in (1A) What do youthink
is implied (1A)

Smith: Under the terms of the lease, as they stand now, they can be renegotiated,
or not renegotiated. They will be reappraised after a period of twenty years
which would be 1991 in the leases involved here. The lease itself would extend as
long as the person pays their lease fees and essentially maintains 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 (IA) then they will get to use (lIA)
ten cents a ton or what happens (1A)?

Smith: |If the trade was oonsumated, 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: That"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 (IA) I could tellyou. We took
three scenarios for that (lIA) and the most optimistic would be thatin 1981production
would start in the trade area of the Beluga (lIA) at one million tons 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 accumulative
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 million tons per year is almost three times the annual
production rate of the largest coal producer in the United States. The (IA) Mine
produces about 7.4 million to s. So our optimistic rate of production is about

three tines as optimistic (IA, 1is not.

What sort of date would be necessary for full production by 1981?
Shaff: 1"m sorry, 1 don"t understand the question?

IT we"re going to have coal produced by 1981, then we"re going to have to
start at. ..

Shaff: I 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 approximately 6 years, or 5



years to get coal producers...
Smith: 1 would like to add...
Shaff: These are somewhat arbitrary figures, difficult to (lIA) available, etc.

Smith: 1 would like to add something to tliat bi_ fly. 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 assunption that the Capps Clacier area, the know
coal reserves that would be transferred under the proposal, would be developed

first. | think that most people would agree that that will not be the case. The
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 the Capps lease also holds a major portion of the coal
reserves that will remain on State iand and one of their early and most prominent
concerns in talking with the State on this, was that they might have to develop

the Capps Glacier before the other, 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 the State under the terms of the trade, of course, decreases.

I understand half (38) coal (IA) the hypothetical problems that are coming
up. You're estimating up to 80% of how much coal is there (1A) 25 million to 42
million. The spread is fantastic (lA).

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 talking about those
(1A) involved in thip decision here. (lIA) hard money figures that are given to us
about what values are represented (IA) in this trade. We simply don"t know.

Smith: That"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 lower than the State
does frcm the standpoint of the mineral rights.

One more thing, has anybody from our State people CIA) federal people (IA)
looked at this with a better eye than the State has?

Smith: There cure other people tliat have looked at it. 1"m sure tliat 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, 1 would withhold that. 1 would be biased on
that question. | think, 1 can say that nobody lias looked specifically at this
area particularly recently in trying to analyze the aspects of the trade. But
what you have are, as | say frcm the standpoint of the State®s experts, is the
best information we can come up with.
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(1A) optimistic assumption eproduction in 1931. What did you assume to
be the use of the coal there (IA) typ al or what? (IA)

(1A) for export not power generation (IA)
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: (IA) the assumptions actually made were a pessimistic assumption that the
coal would not be exported - that was the pessimistic. The first thing that was
assumed, that the real pessimistic is zero production, nothing ever happens, which
is possible. A catastrophe could arise tliat we would have no production. We
said, or 1 said, that the pessimistic assusmption, and this has been realized by
seme other people at least in your minds, that the coal would be produced for
internal use primarily for electric generation and this type of thing and that"s
the low end.

Then taking the optimistic, this is the second optimistic, | have a previous
calculation that"s about half of this much and I talked to a number of people and
the technique was to call mines and a number of people and say, "how 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. The assumption 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 bo 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 coal. 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 ehat this is probably the bast discounted income we could expect to get
for the State. | used a 1/6 royalty. | just negotiated what | 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 oorne down frcm
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 (IA)

()
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, hi other words the old Frizzel offer wtk h was there - that did
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include all the things, whether it"s pending before Congress, 1 would say that
that"s back burner new since we"ve all come up with a proposal as semething that
we all felt we could live with. I don"t know if it is in Congress, exactly where
it is. 1 would assume it would still be in sub-committee, probably House sub—
committee.

Both houses by Congressman Meeds and Senator Jackson respectively. And
sponsored in. ..

Certainly in the House by Congressman Meeds. | cannot say for sure in the
Senate who it was. Cook InletRegion might be able to help you with that question.

It"s also my understanding that gentlemen in the various houses have
recourse to input (IA) legislature and have they (IA) to push the legislation
through and seme reasonable settlement of (1A) might be (l1A)

Smith: 1 think that"s a pretty set conclusion. Congressman Meeds felt he wanted

a 13th regional corporation over some considerable opposition frcm both the natives
of Alaska and others and he got a 13th regional corporation. Senator Jackson, |
don"t feel I have to say about his pcwer in tha Senate.

(1A) capable that the State must do something to negotiate a settlement
that will pre® ent the transfer of the Swanson River fields which brings (IA)
revenue to the State, (IA) Anchorage (1A) prevent (IA) | 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 (IA)

Smith: Again I, that"s what | meant when I alluded at the outset to the alternatives
we"re faced with and 1 concur again. It"s hard to say that Congress, in fact, if
someone were to ask me, 1 would say that Congress would probably not pass the

Frizzel offer as such because it would impact the State and I"m sure that the
Congressional delegation would be> outthere running interference but they can just
throw so many blocks and ny point 1is,l think we oould safely say that there would
definitely be some aspects of any settlement which would not be in the State"s

interests. You mentioned a couple of than that the State might protect but they

can"t protect all of them is what I"m saying.

(1)
Sen. Poland: Senator (1? ~

Mcst of what you"ve talked about so far in regard to the Cook Inlet lands
that are proposed to be traded under this three-vray 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? I know that they"re not only mentioned in
the material (1A) 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: 1 can"t. |1 would have to walk through the report and respond in terms of
each area we"re talking about and give you a (lA) 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 (1A) you might (IA)

Shaff: Very few because in those areas we"re talking mainly about resource potential
rather than resource value. And in the case cf the Beluga fields we have kncwn

coals and in certain other areas, for instance the Matanusak and so forth, some
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
(1A) in regard bo certain types (IA) problems (1A) proper subject. So that, there

is not too much I can say about those lends.

Smith: 1 think one of the reasons on that is that, with respect to the Beluga
area, we"re talking about coal which is found usually in, if it"s of importance at
all, in seme type of thick beds in one area and because of the nature of our
leasing requirements, before they are leased, we have agood handle on what"s
there. Secondly, the State does get royalty from ooal. If we were able, in seme
way, to have the prescience to know exactly what minerals were on the land the
State was getting, we could put a dollar value on their value. The 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 chose minerals where we do on the
situation with coal.

Sen. Poland: (1A

Smith: Well, this was all we had in the way of prepared text because of the

requat by the Committee 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 bo your request as Mr. Shaff indicated, members of the Geological
survey staff and if you have any particular questions to ask, | would feel that as
you feel it appropriate to ask, we could then refer the cjuestions to the proper
individuals.

(1A) economics value tables, as | recall (IA) two rates of discount (IA)
Smith  That"s correct

Which of those (IA)?
Smith I believe it"s the 8%.
an

This is the December 6th memorandum?
Smith: Yes, my December 6th memorandum is based upon the 8% summary 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 seme people discount higher than others.
Industry generally discounts at a higher rate. We felt tliat 8% was more realistic

with respect to what the State returns as an investment on. | should say gets as
interest on its investments within the general fund.
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Smith: 1°m not sure but it was certainly an in-the-ball-park figure that we felt
more comfortable with than the 10%.

Q)

Doby: It was the 8%, Mike and 1 have discussed this. In most cases we kept
trying to favor value of the resource and this is a standard economic cash flow
calculation and we kept trying to push the numbers - or 1 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 sanetimes, with respect, with a
State project | would like to discount at 10% - 1 would like to think we could do
that well and I wish we could.

What about (iA)?

Doby: Well, 1"m not an economist and I couldn®t tell you that. Probably more
than 10%, 1"m sure.

an

Doby: I wouldn®"t know. Sorry, But 1°11 find out for you.

()

Smith- | would like to interject here tliat that figure of 8%, as far as a discount

rate, ~t°"s in -he ball park tut 1 think that we may have missed the point if we
try to 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 1i.as
other requirements and duties to i1tscitizens 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 Commissioner
Gallagher - to find out what we"re receiving from investments.

an

Rep. Brown: Thank you Madam Chairman. I was not able to attend the Senate Resources
Conrnittee hearing again in Juneau on sane of this (lIA) having (IA) issues (l1A) 1
think still are (IA) but I"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?

anith: 1 think we can fairly safelytjy 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 tc consummate

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. That does not at all diminish
the Administrationls 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 lot when on
Tuesday one week you"re saying you"re going to do what you"re going to do unless
the Legislature says no and i.ow you"re saying you"re not going to dc 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 frcm 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 Governor wants to be almost for
semething and if any decision is made, it lias to be made by the Legislature and
if there"s anything wrong with the decision, even though it was all generated by
the Mministration, 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. | don"t agree with that, Representative Brown.
Rep. Brown: It sure sounded like what the press release said.

Smith: Wall, 1"m sorry. Press releases aren™t always the best method of getting
informacion and 1 believe that that was the interpretation by the Associated
Press which removes it once again frcm the horse®s mouth. | 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 after 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 consunmate it with it
still what might be a legal could as to whether or not the authority existed.
This, as you realize, is one of the reasons why the Governor indicated in the
first place that he wished the Legislature to take a look at it indicating that
we Teei the authority is there.

Rep. Brown: In the first place, my understanding is that the Administration

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 tliat we thought we

were going to be presented with fait accompli 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 frcm the Governor

as opposed to a press release or a re-recording by John Greely, who is a relatively
competent reporter, is that even in the direct quotes, the Governor was saying

that "1 want you to give me the authority that my legal advisors have told me |
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 ip or down concerning it. And that if the Legislature
votes up on it, that we are going to feel much more comfortable in consummating

the trade with the other two parties than we would have, had the Legislature

looked at it and just done nothing. And that, I think, was the purpose in the
change of course.

Sen. Poland: (lA) Representative Brown and Mr. Smith, as you know when the Select
ComTUttee went to Juneau there was no indication that the legislature would have
any part of the action and we insisted on it and 1 was very happy that the Governor
took the attitude that if he were in the Legislature, he would feel the same way
about it. 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. The other alternative, if we
didn T do anything, it was going to go through so you can sea where it does give

us cause to take an extra look at this. 1 notice that, | believe it was Mr. Doby
who said that he was figuring exports as a market for this coal. Now I realize
that your department probably does not have a bunch of economists on hand to aive
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: 1711 defer those pointsto Mr. Doby. I will say that the array of possibilities
of course, is 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 somewhere, if they"retaking cut 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 chart 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: The optimistic scenario is the 21 million tons a year - was taken from the
Steinford Research Institute study which assumes that the coals would be run
through - they have two different studies, but tliat some type of electric or
slurry process would be used. That high scenario, more or less, tliat oould be in
there. The market for that 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 tiling. By assuming an export, it means tliat
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
coal probably will be barrel oil equivalent to some 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 (lA)
Smith: Mr. Conwell is here if you have any questions for him.
Sen. Poland: I would like to have him, 1 knew he®s involved in a coal seminar

that was held in Fairbanks this year and since this subject is directly involved
in the trade lands, 1 would like to hear from Mr. Conwell.
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Conwell: Can everybody hear me? 1 certainly will be glad to answer any questions.
My name is Cleveland Conwell and I"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: | was asked twice. Once about the 8th of October when I was with Mr.
Smith and he asked me if there were substantial coal reserves in the area (lA)
said here were and then again on the 31st of January 1| was asked to make a very
quid® appraisal of the \IA) 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 (Toimittee?

Conwell: 1 have some very defininte opinion;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 1 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 end 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 - 1 think he mentioned 30 cents a ton on any oermits we would be
doing and certainly we have the perogative, the Director of tne Division of Lands,
to increase that royalty.

Sen. Poland: Representative Brown.

Rep. Brown: What range of royalty is, what is the widest range frcsn lowest to
highest figure that"s cannon or familiar to those people who know the coal business
in the United States. | mean, is 10 cents naninal, is it kind of like a magic
figure like that 12 and 1/2 over any royalty overtures over oil or is it low...?

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 royalty...?

Conwell: The state of Montana recently has raised their royalty to, | understand,
33%.

Rep. Brown: 33%?
Conwell: 33%. And that"s your range. | mean, you were asking for a range (lA)

Rep. Brown: That"s quite a wide range?
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Conwell: It"s quite a wide range.
Sen. Poland: Representative Beime.
Rep. Beiroe: Mr. Conwell, in your estimation what is the (lA) what time frame?

Conwell: well, I don"t think the time frame is so bad in this. OFf 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 development 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 have a large scale mining - and I"m talking about 10 million tons or
greater - in less than probably 6 years - | don"t think we could do that. And I
would say that 6 to 10 year time limit for a irajor operation is realistic.

Sen. Poland: Representative (l1A)
What would you tnink that climate was (1A)?

Conwell: Well, prime market today, I think, would be for export. |1 think the
markets are there. Well, 1 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 frcm 2 to 4 million ton a year markets. And certainly if you go to the coal
conversion which is the Stanford Research, you"re looking at 100 thousand barrels
of oil per day and certainly that will be absorbed into the market with no problem.

Sen. Poland: Representative (lIA).
(IA) expiration? (1A)

Sen. Poland: Mr. Hackett, were you included when (IA) report that was prepared
flAl

Hackett: No ma "am.

)

Hackett: Steve Hackett, exploration geophysicist for the Division of (lIA) project
for geophysical surrey.

Sen. Poland: Are you, you"re familiar with the figures that have been given here,
do you basically agree with then, with the research that you®ve done in this
field?

Hackett: The area, in a recent geophysical survey, indicates that the Beluga
Basin area®s quite a bit more complex than had been assumed previously. There is
substantial evidence tliat 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. I don"t want to get into a technical discussion but kindof a
summary is tint the gravity and magnetics in thearea indicate that there could be
a substantial tertiary sediment which encloses the coal and possibly oil and gas
resources within the area of discussion, the trade discussion.

Fishburger: 1 assume then that the natural question to follow that, is that the
six year plan for (IA) production is possibly higher?

Hackett: That"s completely out of my specialty, of ny reaim. | couldn®t answer
that.

Sen. Poland: Representative Brcwn.

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 know, was not
taking into account, or doesn"t seem to be taking into account in the estimate
study we"re talking about here...

Hackett: | 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 kncwn
geologic evidence. The areas that I work 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 1"m trying to say and I don"t knew why it was not considered in the economic
evaluation of the Beluga Basin. Other than that, I can"t answer your question.

1"d like to ask a question, if I could, of perhaps Mr. Hackett. Are you
saying tliat the cement you just made in some way affects the known recoverable
resources over there - that we know about.?

Hackett: Right. I think that there"s quite a bit of evidence to indicate tliat
there is oil and gas potential in Beluga Basin area tha: .as not been previously
considered.

That wasn"t my question. Is what you"re talking about affecting the 570
million figure that this report speaks of, of tons of known coals?

Hackett: Yes, it could.

You mean, it could reduce it?
Hackett: la 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 reorgnized.

I don"t seem to be able to get iry question across. This 1is based on kncwn
coal. We"re not talking about what nay be out there; we"re talking about what is
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there today. Is 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 coal resources.

Okay. That, 1 think, was important because that isnot what I understood
Representative Brcwn to ask.

Shaff: Could I attempt to clarify a little. 1 think what we"re stumbling over a
little bit is a matter of scale. We"re talking about the Cook Inlet Basin that

has been fairly well defined by aercmatics and gravity studies as w~Il as several
wells, Steve's work dealing primarily with aeromatic data and grr ity 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 frcm 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, how 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 cbes 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 the hypothetical reserves and our estimation,
it may not have that much effect. So, it"s sort of a yes and no answer 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 Beluga Basin and sometimes the Kenai Basin and (l1A) differentiate that
frcm (1A) specifically the area he"s talking about. (l1A)

Shaff: We came loaded with imps.

an

Hackett: The area in question outlines, first of all, the Beluga Basin is on the
west side of Cook Inlet, water bound by the (1A) faults cuts across the west side

of Cook Inlet and around by Mt. Susitna here, Mt. Beluga, and Mt. (lA) here and

(1A) Basin bound by faults and the black dot here represents (lIA) myself with a
survey a couple of surrmers ago and (1A) help outline the basin. The trade lands

per se that we were talking about are right here in Beluga Lake and what is indicated
from summary survey is that it was previously believed that the basin north,
northwest of the Beluga (1A) fault was quite shallow, in other words, less than

2000 feet of tertiary sediment and both gravity and magnetic data indicate that
there is a 6th section involved possibly up to 7500 feet of tertiary sedimen®
sitting over (lIA) right through here and Lake Beluga and in summary to just indicate
the technology previously suspected and there is a lot of various potential, |
think, just a larger basin than previously reoognized. Does that help answer or
clarify in very generalized terms.

What does (IA) on the map?
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Hackett: Kenai (l1A) Anchorage is right here Bar Island, (lIA) 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 (1A) in the middle of that is one of the areas that
is the subject of the trade that is proposed, 1is that right?

Hackett: (lIA) 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 (1A) bay. Right in
here, Cook Inlet Basin is defined by this gravity low right here.

IT (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 wiio have looked at
the trade lands and estimated their value?

On that question, | think the analysis of the coal subject based on the
upper 2000 feet of sediment, in other words, that was considered to be economically
feasible to mine. The point being tliat (IA) there is also oil and gas potential
in the area nd also the basin covers a larger area (LA) than previously considered.

You mean within the trade area, 1is that right?

Ihe trade area is still the same (IA) I don T believe | 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. |
am a geophysicist by trade so | understand a little bit about gravity and then

111 also put on ny chief petroleum geologist™s hat. But first 11l put the
geophysicist hat on. I"ve got a coal hat sticking out here too so if I get confused,
you"ll know what®"s going on. 1 just talked to Mr. McGee and within the value of
the coal 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
guantity® 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 coal 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
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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, (IA) 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 coal at a strip mining rate as fast as we can get
it out if the market will take it. New, the oil and gas, | have nothing - anybody
can take their best guess at the value of the oil and gas there. 1t"s been there

a long time — there®s quite a bit of information (IA) frcm whatever else, | can't
answer that. Generally, I 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. |1

mean, there could be oil any where out there but we simply haven®t seen rruch
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.

1»
Question for Mr. (1A
Sen. Poland; Representative Rhode.

Rep. Rhode: In other words, if you"ve got, let"s say the coal ceiling was 10,000
feet deep, it doesn"t mean anything, say, below 2500 anyway (lIA) we mine it.

Doby: Pretty much in the future. The problem 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 the 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. Sometime 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: ocming back to this ten cents a ton oil lease,
then, the "determination of the ten cents could easily be based on the, say, the
feasibility of getting the coal out, would it not be tliat 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 anything, would it?

Doby: “lhat's true. Actually, the 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 tliat’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 1 hope that we don"t use that type of approach

anymore.

Sen. Poland: Representative (l1A4)

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. Doby"s assessment of the possible future production
of oil and gas in the specified area there?

Hackett (lIA) previously, these statements right here other than all the wells,
all the deep wells that are around the (LA) Lake faults or (lA) in that area so
the only deep control we have in Cook Inlet Basin is out of Beluga, the basin per
se. These new gravity stations here, (lIA) this helps to find the gravity field in
the area and very strong (l1A) this area has been overlooked by companies and by
the State as possible petroleum (1A).

So you disagree then?

Hackett; Right. I think that the reason why there hasn®t been any interest here
before, we had no data to, or (lA) of the area other than the activity down where
Paul Gaston was.

You just did this, these gravity studies and so forth last summer?

Hackett; Sumner before last. The project (IA). So, 1 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 Tanalysis much more recently than the time that you did
the survey (IA)

Hackett: No, this analysis has been in preliminary form but, to my knowledge, it
was in our division since last year. | gave a talk in Denver in October sumnarizing
the study (1A) exploration (1A)

; 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 expended (l1A) drilling and
the same thing with any other speculations, coal (l1A), 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
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Smith; 1°d have to defer that. | believe my mineral leasing officer, Detro
Denton, 1is 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; (l1A) anyway, would you ccne forward please? Representative Smith
had a question here?

Rep. Smith; |Is this area under oil and gas lease now?

an

Denton; |1"m Detro Denton with the State Division of Lands. I"m not sure. [
believe that a part of it is. | expect some mixed status.We"ve had a lotof
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 vyou involved in the firmingup of the, | realize
you"re not involved in the policies, but were you brought into the discussions

on this land trade?

Denton: In a very limited way.

Sen. Poland; Were you in fran the beginning?

Denton: The first contact | 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 mean as far as the 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 be under a private
corporation with the set-up that we have right now if this trade were consunnoted.

Denton: Yes ma“am.

Sen. Poland: Are there any further qguestions? Representative Beime?

Rep. Beime; You mentioned that several of the leases were terminated.ls
there - part of the termination is because they realize that (IA) 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: New we"re speaking of the oil and gas leases terminating?



Rep. Beime; Right.

Denton: 1 v/ould say we know more but 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, is re-leased and re-leased and...

Rep. Beime: (IA) they are (IA) to re-lease them, that"s correct? (lA)

Denton: Yes ma"am.

Sen. Poland: Representative Rhode?

Rep. Rhode: That was my question, thank you.

Sen. Poland: Thank you, Mr. Denton. I would also like to hear from Mr. McGee who
v/as, 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 boss 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. Poland: Were you involved in the negotiating, not the policy, but again, the
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 .in the book - do
you feel that they are a complete picture, tliat we"re in a position to make profit
judgements is this one of the things (l1A)?

McGee: Yes. 1 think the figures are probably as accurate as we can make them
(1A). Again, |1 want to emphasize that when we talk about known ooals, 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. Smith: |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. The hypothetical value, as we mentioned here, are those values



within that area.
Rep. Smith: Roughly within the area outlined by yellcw here or,..?

McGee:> Yes, within the area we"re talking about, the land trade area. |If we go
outsn.de the area, we get much larger hypothetical reserves, much more area"s
involved.

Sen. Poland: Are there any further questions? Mr. Smith?

Smith: I have a question, 1 might, or a couple, | might ask Mr. McGee while he"s
here to bring out for the Carmittee, 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 know, is aware of some of
these and 1 would like co 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 tannages 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 (IA) and etc. But at the present time, they're

not what | consider recoverable coal. So we"re talking about two different

things; we"re talking about the coal (1A) and the coal that may be there.

Sen. Poland: And you feel these figures, there may be a combination of the two?

McGee: (1A)

Sen. Poland: Recoverable. Do you feel those were put forth and that they"re a
combination of (l1A)?

McGee: 1 think they"re too high to be called recoverable coal. They may become a
hypothetical and a known coal (1A) combination (l1A)

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 matter got into



public press in October and at least another member of that same division said the
same thing. How many members of your division vrere involved in these discussions?

Smith: Well, you mean involved in the actual discussions with the three parties?

Rep. Brcwn: Or participating, whether they were participating as advisors of the
represented the State or whatever.

Smith: Oh, at one time or another, 1 would say there were several people involved.
As to when, most intense, | say intense when we really began under the initial
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 (IA) 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. Brown: 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. Now, the way | interpret that, you know, 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: 1 couldn®"t agree with you more, Mr. Brown. If you have taken the time to
read sane of the information that | 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 Uth of December and. ..

Rep. Brown: That certainly was not the way we heard it on Legislative council.

Smith: Well, 1 don"t knew how you heard it in Legislative council. Since the
State did not enter into any agreements until after the h of December, 1 don"t
see how you could feel... I would like to explore that, there seems to be seme
problem here. 1°d be very happy if somebody would shew me where the Administration
committed itself with respect to the land trade until early December in Washington.

Sen. Poland: 1 think you"re playing with semantics. It was published on about
(IA) 29th of September and announced a public hearing on the 3rd of October and
when we went down there, Representative Smith and Senator Rader. ..

That was November, wasn"t it?
Sen. Poland: Early part of November and. ..

Smith: May 1 ask...

(tape three)

Smith: .._.when the decision was made. Now, | think it"s very obvious that the
proposal which we have right here today that was made public on the 1st of October,
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is very, very different frcm the agreement that was finally negotiated and

agreed to in Washington D.C. I will stand up and say that the Legislative
Ccmmittee, Select Committee, of which you are a member, was told at that time

that some 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 informgtion and the

ideas of the public. The memo transmittal said, dated Decanber %, 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.
New, if Mr. Brown wishes to say that that was not a change, that the Administration
had made up its mind before that, 1 would just let the Alaskan public look at

those two things to make the decision.

Rep. Brown; Madam Giairman, I didn"t intend to make Mr. Smith think that I was
cross examining him. 1 was asking questions and just drawing conclusions frcm
what seened like the answer to questions had been. 1 still think, you know, 1

think 1 might well end up when push ccmes to shove, voting for the bill that
new the Govamor 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 whole way in which
this was done, is sanetiling I 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, 1I°m not.

Sen. Poland: I believe that"s taken care of all the people you had here without

(1A).

Excuse me, Representative Rhode, did you have a further question?

Rep. Rhode: No. I thought maybe we were - I was 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 t#e University of Alaska (IA)
Research Laboratory. 1 hope that the Ccmmittee is not disappointed in my
testimony because how much you like (IA) more information (IA) or which you
have already gotten or might get better from these other people. 1°m no expert
on this coal trade or land trade here. 1 know I"ve been asked because 1%"ve
thought a lot about the land situation in Alaska and the resource situation in
Alaska and in the country and in the world. (1A) pipeline and the (lIA) coal
industry will also have to ccme here (IA) Washington to further make a deal
(IA). A very short statement which I have (LA) to the Chairman and he asked me
to just read this. It is a very (lIA) broad statement and it touches on one
aspect of the proposed trade:

"lhe land along with its resources in Alaska is one of the most important
heritages that all people of the State have for individual benefit, as well as
for providing a strong economy for the State. Ilhe 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 (IA) which are less valuable than the wealth
represented by the coal potential. Die mineral land, if held by the State, can be
leased to private industry. As provided for by the Settlement Act, a portion of
the State®s income from this land will go to each of the native corporations. The
remaining portion of the mineral royalty receipts will go to the State for the
benefit of all people of Alaska. Thus, in ity opinion, the State should retain as
muc® of i1ts 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 the Nation."

My own statement of this and I might add a little for a statementthat the
mineral (lIA) surface land (1A) cooked Wp by (1A) laboratory (IA) Fairbanks (IA)
quadrangel which has been pretty well mined out (I1A). Now if you want to adopt
these (IA) northern (1A) cost the public an equivalent amount (IA) agriculture and
3/4 of you who think that®"s (lA) 47 years. (IA) at any rate (lIA) 50 years anyway.
Now I don"t have a prepared statement. [1"ve got dcwn a number of observations
that 1"ve made about this (lIA) which we"ve been hearing about today. First, |
think that with all the insights the economists (lA) the eoonony studigs that have
been made. (1A) | think we"re (IA) in fact, we"ve been talking about 0% and 10%
(1A) present value (IA> gold return (lIA) land economy (l1A). 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 kinds of things and if
you look ahead (IA) present value (IA) things is practically zero. Certainly (IA)
resources will be zero if we consider that (lA) subsidy but before the land (l1A)
in 1956 the resources of Alaska had no dice. You couldn®"t get across (1A) file
for (IA), And I submit (IA) again. (1A) but before (IA) in 1966, of Alaska (l1A)
again, the surface value (l1A) drops very rapidly. The problem is (lA) back off
(1A) land and we don"t have to be economists or engineers (l1A). But the basis of
all production and the basis of all (l1A). We"re talking about land (1A) land (IA)
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. (1A) our farmers (1A). |In order to have mining,
you"re going to have to have energy. (1A) of our civilization and our cultured,
attainment. And we"re running (IA) consequences (lA) people throughout the State,
right off the bat (1A). | don"t care what the present value of coal is. It does
supply (1A) people of the State and the nation and maybe the world (IA) pass
through to the State. Now (1A) from the State®s standpoint (IA) mining geologists
and mineral economy (lIA) one of the things that we don"t seem to think about is
that (1A) study reduces by an equal amount the potential (lA) arid the result of
this in this context is (lIA) State (1A) known coal reserves decreases by that
amount the potential for future discoveries on State land (IA) mining engineers on
State land than we"ve got right now. Another incidence of high (1A) of discovery
and development of mineral deposits (lIA) takes longer to find than to develop.

(IA) critical factor (IA) requires not related to discovery (IA) raise production
(IA) rate of production and the result is (lIA) state land and reserves. (1A) down
the road somevhere (IA) We"ve got a few hundred pounds of (IA) here. | believe
the price, 1 think we could say (lIA) royalty would be the only loss to the State.
(1A) Matanuska field (IA) we"re going to have to have (lIA) probably that first
(IA) the corporation (IA) native lands (1A). We"ve got to realize that we are
(IA) and we"ve got to take care of those needs first and then we can take care of
the recreational needs and the environ?nental needs and the spiritual needs and so



on (1A) got a contract, they had a contract with the Federal Government (IA)
se\eral tines (lA) Federal Government (IA) contract (1A). Hank you.

Sen. Poland: Are there any questions for Mr. Wolf? Representative Brown.
Rep. Brown: (1)
Sen. Poland: Representative Rhode.

Rep. 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 (I1A). 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 v/ay to be developed.

Wolf; I think what Dr.Breistline meant there was that either way it was going to
be developed by private industry (lA) incorporated. (lA) private industry (l1A)
developed (1A)

Sen. Poland; Representative Brown.

Rep. Brown; Thank you Madam Chairman. Mr. Rhode said, you know, at least it
seared at the beginning of our statement that you"re .iirplying that if the land
trade goes through, that the State would 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 sta..o or somebody has a lease from
a private corporation or a native corporation or any corporation at all. So |
would disagree with those implications at the beginning of the _statement. That"s
all 1 have to say.

Sen. Poland: Representative Anderson.
Rep. Andersor; You say you work for the University of Alaska?
Wolf; Yes.

Rep. Anderson; And is this the University of Alaska®s position cf this?

Wolf; (IA) to that. |1 was asked to attend this hearing . | got a letter from
Senator Poland. | think that I can say that much of what I"ve said might reflect
(D))

; | don"t see why they should be involved anyway.

)

Sen. Poland: (IA) Thank you for testifying Professor Wolf. We have one gentleman
here who has to catch an airplane and he has asked me if he can testify at this
time and 1°Il1 ask those that are having to wait to bear-wildi us. Mr. Bill Waugeman.



Waugeman; My name 1is Bill Waugeman. Can you hear? 1°m president of the Alaska
Miners Association. I"ve been a coal 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 to analyze the situation as carefully as I can from various and sundry
viewpoints and I, for one, and the Alaska Miners Association®s position on this is
that this trade (lIA) 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, 1"m sure, sane of these days, and it"s not very
far off, the Federal Government®s going to come up with a fuel policy. When they
cate 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 home owners as far as
their heating facility is concerned in their hemes. 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. Now 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 wusedin the home.
We have Dbillions of tons of coal in the Beluga field as well as in the Nenana
field and the other 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. 1is going to finally ccme to the conclusion that
they"re going to have to write a policy and that policy regardless of the public
(IA) sanething like this. Any place that has coal available will utilize that for
their cwn heating and their (IA) 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 someother 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 yeais ago, 24 yecirs ago.

I didn"t think too much oi 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 (IA) 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, it"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. It"s a cold country
and we need cheap heat. We should have utilized our coal 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. 1lhe 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 1 say the native corporation should have it? Since the State has
turned off the biggest part of the potential dollars tliat would come 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 (IA) these park lands (l1A) is fuel,
it looks to me like it"s going to be the Cook Inlet Region, and 1 think the people
in the Anchorage area should be encouraging, and I, for one, think it"s a good
idea. Thank you.

Sen. Poland: Thank you, Mr. Waugeman. Any questions? Representative Beime.



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 remoteareasthat (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 cimount
of energy for just the interest cost on that project, basically the interest that
we (1A). So the question is, yes; not only yes, but definitely yes, much cheaper.
lhat construction cost has gotten pretty high.

Rep. Beime: Madam Chairman, could we have the (l1A)?

Sen. Poland: |If Mr. Waugeman has the

)

Waugeman: (lA) background material? I don®"t have i with me, but | 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: (lA) done by a consulting engineering firm (IA) by a couple of our
engineers.

Rep. Beime: (IA)
Sen. Poland: Representative Osterfcack.

Rep. Osterfcack: Madam Chairman. You said it won"t be too long hefore we"ll get
the bill from Washington D.C. saying that we can®"t bum fuel, gad in our homes?

Waugeman: | predict this to be true, yes.

Rep. Osterback: How many cubic feet (IA) home (IA) gas (IA) or whatever you"re
using?

Waugeman: Well, we"re exporting tliat in the form of a product. We"re manufacturing
that. We"re getting the benefit of the manufacturing profit on that and the
utilization of our own manpower.

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. Nobody"s going to give it
to us, we"ll have to buy it. But we"re going to bum coal ard let them burn gas.

Waugeman: Well, I don"t know what (lA) contract already been let on (lA) this
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sort of thing. AIl 1"m saying is that gas is too good to be used for heating
purposes. When you have a requirement for this high quality element for the
purposes of (1A). There"s dam few substitutes for gas, for petro-chemical (1A)
and if we have a substitute (l1A) substitute (l1A) that"s coal. Now 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 to do? It"s boo
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 I asked you.

Waugeman: | don®"t know. I"m just saying, all I"m predicting is what | 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 (I1A)

Rep. Osterback: Thank you.
Sen. Poland: Representative Huntington?

Rep. Huntington: 1 have to kind of disagree with you on your use of coal potential
on the basis that environmentalists seem to be pretty successful 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 (1A) The sulfer in coal, in the coal, is 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 Brown.

Rep. Brown: Thank you Madam Chairman. Mr. Waugeman, you indicated that you
thought that the resource more likely to be developed was (IA) a good portion
we"re talking about (lIA) regional corporation (IA)

Waugeman: Well, 1°ve - the State, | hope, will never see (IA) they would turn it
over to somebody else.

Rep. Brcwn: |1 realize that, but 1"m saying in that you (lIA) way you introduce
yourself (IA) you apparently, feel that it"s more likely to be developed, 1"m just
asking...

Waugeman: Yes, it"s much better (lIA) Cook Inlet. What I*m, what 1 really meant
to say was | can see a great possiblitity of the Cook Inlet Region going into (lA)
New if you"re going to build a power plant (1A) and put in full (l1A) 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 the coal. So (IA)

Rep. Brcwn: | notice that electric rates in Fairbanks is (IA) recently (1A) oil
company "that did not own ooal resources.
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Waugeman; Well, that is not the problem in that town. (1A) increase, that
surcharge on fuel is for oil, not coal (14)

Rep. Brown: 1 was, if you like playing games there a little bit, but at any rate

I have, after showing all the disputes (lA) the Administration from 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 (lA) requirements of the State and the attitudes of the Administration.

I hope you did knew that | did, at least on one issue (lA) the Administration did
withdraw the sale relating (IA) to the mineral (IA) act.

Waugeman: Reluctantly.

Q)
Waugeman: | like to be nice, too.
Rep. Brown: That"sall 1 have to say.

Sen. Poland: Thank you Mr. Waugeman. Now a gentleman who"sheenmastpatient,
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 Com-
mittee. My name is Roy Huhndorf and I 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. The Cook Inlet Region
Corporation consists of mare than 6000 native shareholders.

Sen. Poland: Mr. Huhndorf, 1in 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: 1 will be happy to answer all questions that you may want to ask and
perhaps continue with my presentation tonorrcw?

Sen. Poland: You go ahead and take all the time youwant.

Huhndorf: The Cook Inlet Region Corporation consists of more than 6000 native
shareholders, most of wham 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 ccme 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 Y .dhright. We must protect that birthright. |If we failed to protect
that birth _ght, 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 Secretary withdrew what was mainly
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mountain tops and glaciers for the Region. The State had already patented most
of the lew-lying land in the Region. Virtually all of the remaining low-lying
land was canuitted to the State by the Secretary of tho Interior in September,
1972 when Alaska vs. Morton was settled. This was done without consultation
with the Region even though our interests were substantially affected.

Ihe 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 ye. rs. 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 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 its legislative goals and remove the Campbell 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. The Region was urged to work out v "th all the carpeting 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 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 sane of the hurdles that this new approach placed in our
way: We were being asked to abandon claims to Point Campbell, Campbell Air—
strip, and Point Woronzof in light of the Borough®"s interests. Wb were asked
to abandon claims to the Swanson oil fields S > that the present inccme 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 habitats 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.

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 thoughtul solution has 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
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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.

Tt> 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 an 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 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. Some
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 frcm
producing federal fields. Possible elimination of the chance to receive
immediately the Campbell 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 inprove land holding patterns frcm 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 Carmittee 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 Interipr. We relied on that suggestion and on our interpretation of
Section g)(i) of the Statehood Act. Wa maintain that there was no
need for an Amendment to the Statehood Act for our transfer.
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We fcught 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

Code Inlet Region. In the first ten years after Statehood when these lands were
selected by Alaska, the State was already an notice that the Natives had claims
to such land. It is only because more than five million acres of lew-lying land

had been patented to the State in Cook, in the 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, this Legislature will find another in—
stance where this is the case.

Third, there is the question of procedures for such land trades. | 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 suf—
fered because of the lack of such procedures. | think Cook Inlet did the best
that could be done under the circumstances. We think such procedures should
provide guidance cn the following 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 should tentative agreements be made public.

What size transfer agreement would be referred to the legislature.

Under what circumstances, if any, should there be subsurface transfers.
And if there can be such transfers, what special procedures should be developed.

Hew 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 coallands. These lands were
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, afte® 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 the 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, the
modest figures in the State geology report may, themselves, Y_ 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 3 coal
future, it 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 seme
of the lessees that Cook Inlet will not be able to profit frcm the coal unless
it contributes, through capital, to the acceleration of developnent. Our feeling
is that we will be a good and helpful partner as lessor; better, we think, for
the econony than the State as a partner.

(tape four)

And finally, Madam Chairman, 1 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 Haise of Representatives unanimously. | am glad
chat the agreement is 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 deliberati.cn. We are ready to answer those questions. Our very future
is at stake. We have dene everything that we think could reasonably be expected
of us. We are now asking for your support and approval.

Sen. Poland: Thank you, Mr. Huhrdorf. Are there questions? Rep. Beime.

Rep. Beime: Madam Chairman. Mr. Huhndorf, in your testimony you refer in one
place here to where the State (lA) transfer to private parties like (1A). Could
you expand on that?

Huhnsdorf: 1™m referring to the existing State leasing procedures (IA) so that
the prospecting firm that"s going to lease (IA) fixed a (lIA) royalty (IA). 1
believe the figures are ten cents a ton.

Rep. Beime: Does that mean then that if agreement is negotiated and you beccme
the cwners of this land (l1A) 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 (1A) lease.
Rep. Beime: Hew large a portion (lA) that lease?

Huhnsdorf: 1 believe the entire tract in question is under sane sort of computer
contracting firm (lIA) leases or leases themselves. Our geological consultants
indicated that (1A) 1 wculd have to get the actual map and look at it but it
appears the entire area in question wculd (IA) seme preliminary (I1A).

Rep. Beirne: Mr. Huhnsdorf, that means that you actually have purchased a land
lord"s rights, probably negotiations (l1A).

Huhnsdorf: That is essentially correct.
Sen. Poland: Representative Brown.

Sen. Ercwn: 1°d like to follcw that up. [In your statement, you stated that your
understanding of, | guessthe ecanomic 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 frcm - 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 tliat this is the case? Did | understand you?

Huhnsdorf: Yes. It is expected us (lIA) to inject capital. We want to inject
capital and (I1A).

Rep. Brown: Well, there®s at least seme room for speculation that if the land
remains State land, theremight be sane problems developing over coal resources (l1A).

Hulinsdorf: 1 can"t speakto that.
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Rep. Brown: 1 notice on page four of your 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 1is approximately seven townships in the upper part of the
Susitna-Matanuska Valley that was withdrawn for Regional selection (l1A)..
another area (lA)..

Rep. Brcwn: 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 (lA) The other lands include the West side
of the lower inlet about (l1A). 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 (lIA) position (IA) so that ycu 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 (IA).

Rep. Brcwn: 1°m very interested in, in the comments that you 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. I"m sure ycu might
have heard urder my breath (lA) Osterback, he®"s suffered too. Hers seen seme
of the pushing and pulling going on between the administration and the Legis—
lature recently in this regard. 1 find the comments you make on pages six and
seven very helpful, but, at least as far as 1"m concerned, those address the
things that I1°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 the
political realities regarding (lIA) have done and other things that at least
make me tentatively support the land trade. But, 1 am very distressed about
sane of the procedures that were followed by the administration and the lack of
procedures and, at least what looked to me, like a lack of any involvement of
the Legislature (IA)...if you were disturbed about something like (lA) adminis—
tration, they were addressed to the procedures involved and | would not attempt
bo 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 1 thank you very much for your time in that regard.

Huhnsdorf: 1 would ask, Madam Chairman, that all (lA) Monroe Price our legal
consultant in this matter (lA). He has been intimately associated with all of
the policy (1A) documents that have been written inviting the trade and if
there are questions that you want to ask him after 1°m through, 1°m sure that
he"1l1 be happy to answer them.

Sen. Poland: (1A) 1 had a question for ycu, Mr. Huhnsdorf. You knew, 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 wfiat 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
that the Federal Government had to, Congress had to determine (IA) Cook Inlet on

the grounds (IA) State participation. | can only say that our position, in my
mind, is stronger than (lA). 1 say that because if the State, with the State
now trying to pai J.cipate, (lA) feeling I1°m sure is (1A) | 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 (IA) as they did (lA) personal. Maybe
it"s wrong, maybe that"s not the case, but I know last spring when the (lA) was
going on in the newspapers in Washington (lA) Congress was paying a lot of
attention to the Anchorage Borough and to the State, and I"m not so sure that
t-hey"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 (IA)..because
for very real economic reasons it is impossible. 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 you 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 awl kind of like (1A)
so that 1 would say, that yes, it is a very finely tuned agreement for all three
parties are in basic agreement. | think that would be the situation.

Sen. Poland: Senator Rhodes.

Sen. Rhodes; Mr. Huhnsdorf, I"m a little bit curious why, especially with re—
gard to the Beluga lands, the Cook Inlet Region would be terribly anxious to
accept them. There are leases on all the lands. The 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 I"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 tlian six townships, if tliat, of
land were available for Cook Inlet, that would satisfy the (lIA) under this agree—
ment, there are twenty townships, and that, to my Board of Directors, 1is very good
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attractive and whether or not there was coal, whether or not the coal was
leased or not, the surface value had a lot to do with decisions (l1A). The very
fact that we were getting land surrounding (lA) and these lands were lew-lying
(I1A). That was one of the big considerations (IA).

Sen. Rhodes: Madam Chairman, 1 have one more question. In considering the
value of the portion of the Beluga ooal fields that would be conveyed to the
Cook Inlet Corporation, has the spector of increased taxation on 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 seme point in the future in terms of (lIA) Was this
taken into account by the Cook Inlet Region and, if so, what was your analysis
of 1t?

Huhnsdorf: Yes, Senator, it was. All I 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 I just ask one question (IA) clarify my (IA)
on coal (IA) a certain period of time and then we support the possibility of
coal not really being (lA) for use for a long period of time, wouldn™t it be
a possibility that those leases will have to be renewed and that (1A) re—
negotiated.

Huhnsdorf: That"s a possibility.

Rep. Beirne: What would be your estimate of the time frame if we ever do use
this coal for energy, when wculd that be? How long a period of time?

Huhnsdorf: 1 would agree with most estimates, the time frame would be (IA)
early 1980s (1A)

Sen. Poland: Mr. Huhnsdorf, 1°m going to ask you a question that you and I
have discussed so | know the answer, but the reason I"m asking it is for the
benefit of the Carmittee and the audience here is that, the first time that the
select Beluga Coimittee met with die 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 wish to express my appreciation and I'm

sure other members of the Committee here, on ycur thoughts on amending the State—
hood Act. | know from earlier discussions witii Mr. Huhnsdorf diat this was true
frcm 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 new been
left with Congressman Young wearing the hat of amending the Statehood Act, and

I intend to talk to Congressman Yeung because 1 don®"t believe he dreamed that

idea up by himself.

Huhnsdorf: Madam Chairman, we know that the Dept, of Interior wished that (lA)
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Sen. Poland; 1 think you"re exactly correct, Mr. Huhnsdorf. Representative
Brcwn.

Rep. Brcwn: Mr. Huhnsdorf, Senator Rhodes asked ycu sane questions about whether
or not the (lIA) tract is considering (lA) subject to the leases tliat most people
in the State have had a relatively lew royalty. But you also said, 1in your
statement that the Cook Inlet Region may well be, you"d be putting capital rather
than just asking or (IA) the people with coal (1A) 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, 1is to re-negotiate
those leases and getting higher (1A) if you"re offering the developer capital

to aid the owner in development of the resources so in addition to tie question
of renewal appearing, it also gives the idea that you"re entering into the
business transaction involving diffusion of capital, might well end up re—
negotiating the lease. | would be reluctant to (lA) capital basis myself.

Sen. Poland: Are there further questions for ur. Huhnsdorf? Representative
Osterback (l1A)

Rep. Osterback: Yes, Mr. Huhnsdorf. Hew, I still can"t 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 tliat 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 scms degree that the holder of the lease can do. And 1 know
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 (lA) 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 | have for Mr. Smith and he brought up the question of, if I could direct
the question to Mr. Smith, the question of the procedures for such land trades;
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, I assume.

Smith= (IA) The administration, after looking at tie Statutes (lA) particu—
larly the Statutes referring to Title 38.095 (lIA) code permitted the same type

of trade for the purposes of consolidating land ownership and management tliat
was alluded to in Section 22(f) of the Claims Act. In that Section of the Claims
Act, Congress gavi 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 our feeling that this trade dealing
those criteria does not meet this Legislative context (lA) approval frcm a legal
standpoint, 1 believe the Governor (IA) made clear (lIA) a couple of things. One,
it is 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 indv; ated
that she and the Legislators wculd 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 tliis 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 the trade
and having gone through that process, what with the addition of the adminis—
trations the last year, let us sit down aid make sure there®"s no question about
the method in which future land trades will be conducted; because, 1 think we
feel quite strongly, having looked at what has happened during implementation
(IA) that future land trades are going to be absolutely necessary if we"re to
have the type of actio, 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
cut, the administration is working with the Legislature. (1A) have by the ad-—
ministration can testify these procedures on hew the Senate (lIA) can set up sane
type of bill, perhaps anerge after the Legislature. Address (1A) trade (lA)

to make sure that all agree in the future on this question of is it legal - wiiat
is precisely, the way to go abcut doing it no more is 1in question.

Rep. Cotton: Okay, 1 just have one further question. | wanted to know..in

that case, 1 just interpret frcm your previous testimony and Carmissioner
Martin®s previous testimony that this trade is going to kind of establish a
precedent and | just wonder, and again, the point that Mr. Huhnsdorf brought up,
what size transfer agreement should be referred to the Legislature. I mean,

do you feel tliat that would be included in any legislation? Do you think that. ..

Smith: Well, it"s (IA) tliat the Legislature at seme point has a need to decide
something. 1 think it would be an appropriate thing to view. | think I can say
safety that | don"t view the type, certainly not the complexities of the trade
such as Cook Inlet and would feel (IA) something that was moving on the rise
with the exception of the D-2 property because the landowners stated that al—
ready (l1A) Claims Act which would be more or less between the State and Federal
Governments (l1A). | would emphasize the point that, yes, this is a first tinme,
it is a pilot operation. I can safely say that it is the, by far the most

drawn out, the most meticulously discussed and negotiated trade that affects
State land. Many of the others, because of political necessity, (lIA) just larger
had to be done much quicker. For example, the State®"s monumental land selection
four years ago last month. T tat probably could never have gone through what was
gone through today. (IA) The Governor had indicated that public process and the
opportunity for people to review, | mentioned earlier is subject to change,

this is the process that we (IA) is appropriate (1A) from 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 (lIA) 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 upcoming deed to the possible nego—
tiations of those lands, do you have anything else in mind in the near future?

Smith: Well, as example, (l1A) the most important (lA) that I foresee on the
horizon are considerably smaller and just a minuscule amount compared to 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 (IA) State park(l1A) the village is included in that, up to two
townships of land or close to it in this or close to the Chugiak forest right
behind 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 (IA) land ownership pact seme anticipate the
same thing. We"ve got the (IA). We"ve got the land, perhaps we can work to—
gether. 1 believe (1A) the State will be involved in for many years obviously
recognizing the (1A) the Claims Act was passed, and it"s starting to ccme 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 ycu mentioned there that the Legis—
lature probably wouldn®t ccme into participation in those cases.

Smith: Yes, that"s the present criteria. With something like the Yakutat
situation, first, perhaps, long public hearings will be involved there. This
is (IA) attitude (lIA) this is why the government. (I1A) Legislative point of
view (IA).

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 notified of,
or that the State had failed to notify them of 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 tliat district where land is being talked about being traded, and the
Chairman of the Resources Carmittee, 1 felt that | should have been notified, |
mean, of the up-ocming decisions tliat were being made. 1 think it was sloppily
done and 1 think that both the Senate and the House Resources Canmittee members
should have been notified of what was going on and | think it"s causing the
Cook Inlet Region sane very serious concern new because of the sloppy manner in
which it was handled. | think that"s why 1 object tothe...l wrote a letter

to the Governor expressing my concern and I also senta copy to Senator Poland
stating that we certainly hope that in the future, seme method of alerting tlie
appropriate committees in the Legislature, or at least inform them what they
intend to do. I think that may interest in the area is also, with the position
that 1 have as House Resources Giairman in the Beluga area, we"re talking about
sub-surface minerals that the State is enti tled to and we ought to take a very
close look at that. 1°d be very greatly, | mean, 1"dbe very happy with what
Cook Inlet"s been able to do - they"ve ccme down to Juneau at greatexpense -
I knew they®ve spent an awful lot of time doing the job that 1 think the State
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I think 1°d like to compliment Mr. Huhnsdorf whose been extranely patient and
I hope he won"t be boo - I hope he"ll be patient a little bit longer because
we do intend to look 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 land
ownership would be possibly twenty-five (1A) 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 (1A) really not involved in land selection since the Claims
Act was passed. That"s like trying to tell (lA) what the State policy should

be with respect to the public process of selecting future land. 1 think the
extent to which the State is required or obligated to (l1A) select lands for
public trade, in a way, that"s something we should very much discuss..what 1
trying to say is we are not in any way (lIA) in the area, we were, in fact,
putting State preference in the area (IA) nine days before the public hearing

was held that the Div. of Lands (IA) each and every legislator in the State of
Alaska Legislature gave notice of the public hearing, when and what it was, ard
where it was going to be held and two days before that time all (IA) 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 ocnplebe agreement concerning the matter ard only after Repre—
sentative Cotton shewed up at the meeting. So, to the extent that you feel

tliat the legislators are not contacted, 1 think | can say tliat the administration
made a two phase attempt at that time to bring the Legislature on board, and it
was not until the following month (IA) made through Legislative Council that

we were even aware that the Legislature had been (lA) because as 1 say, we had
tried (IA) unfounded. But 1 agree (1A) mentioned before that (1A) 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 the
accomplishment of any future land trade.

m

Sen. Poland: Representative Kelley.

Rep. Kelley: Yes, earlier, Mr. Smith, earlier in your testimony you stated that
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, 1is that correct?

Smith: Yes, (1A

Rep. Kelley: Okay, my question is, that when speaking to than, tliat, at tliat
time, did ycu ever speak to them about the possibility of this time frame 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 tliat the others would be
developed first and I can see a very strong potential for the opposite happening,
that the land...

Smith: 1It"s hard to say exactly frcm (IA) haw they view the operations. They
expressed apprehension to me early when we made the State proposal public, we
talked to then, let them knew that we"re interested in protecting (lA) and they
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cases, through future capital or (lA) whatever, be pressed into a (lA)- developing
their operation and we assured than that they were the lessees, in both cases, and
it was strictly up to them to take (lIA) position or (l1A) land, cwner (l1A). A land
owner might be, such as Cook Inlet 0/0 mitigated (1A) indicated attempt to

speed up development of those areas (lIA) area | could not say right now whether
(1A) measurable effect on that land to develop (lIA) economic basis (lIA) develop
(1A) assumes that the leases (I1A) would be developed first and we made the
assumption 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 (l1A). Thank you very much,
Mr. Huhnsdorf. Dave Jackman.

Jackman: Madam Chairman, 1 appreciate -this opportunity to appear before you.
I"m David Jackman, State Co-Chairman of the Federal State Land Planning Cantussion
for Alaska. | want to first review tlie actions of the Carmission with respect
to this ,land trade and make clear that tee Carmission at this time has nothing
further to add regarding subjects of the land trade and then, second, to offer
some of my, seme thoughts on this trade that are solely my cwn. And 1 want to
make this clear too, today, at iteis time. The Ccmmission was presented with,

the rudimentary outline of this land exchange at one of it"s earlier meetings
which occurod during the period of time that the Qnr.ibus Act was being debated
before the United States Congress. They ccrmrunicated their views of general,
approval for this kind of a lard trade effort. | think there are many of us; who
were concerned that when the Alaska Native Claims Settlement Act was passed,
that it herd laid the groundwork for, you might say, the callous dismembering

of the State of Alaska - that if anything was to be gained in the long run, it
required the greatest of efforts of all the parties involved, State, Federal,
and Native, and try to make the best cf what on paper looked like seme rather
unreasonable or unrealistic land patterns. The Carrussion viewed this proposed
trade very much in that context, as a very highly motivated effort to try bo
resolve these kinds of problems which are likely to occur time and time again

in the next few years in this State. At tliat time, the 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 Wiis
kind which would make, hopefully, a, would set a pattern so tliat important
trades of this kind can be formed where there is reason for them, to move away
from the strict equal value cash appraisal type of judgement to something that
can successfully lay out tho benefits in cost in a way that will make these
trades possible in the future.

Tliat was the conclusion which the Commission reached and that is the re—
commendation that 1 bring here today.

Second, on my own thoughts regarding this exchange, 1| want to say tliat I
have the utmost respect for the efforts of all the parties that are involved
frcm (IA) very much frcm the sidelines, 1 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 remember tliat it was a Federal



46

settlement and I refer back to 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, the Ttate must look at this as eventually a land trade.
The authority and the guidelines that are laid out in the State new, the law

new 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. I would submit that the State was not morally
culpable in creating the situation in which Cook Inlet found itself. 1 want
today to very briefly lay out what | see as sane of the issues which have not
yet been addressed. 1 think I can put your mind at ease - 1"m no expert on

coal nor do 1 inhere! to address (1A). 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, (IA) my mind.

But 1 would like to try to note sane issues that | think raise questions
that must be answered before any of us can strike that final balance sheet.
There 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. | hope these questions can be answered, but I think there are major ones
that we have to address. The extra-regional selection rights, as I"m sure you
kna-;, Cook Inlet has an opportunity to take another two and a half years to
look at available Federal lands outside the Region and nominate lands that may
be desirable for it to select, and also it 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 and 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 the so-called 17-D-1 lands or what remains of the public dcmain
hinds outside the region. The State has up to about, 1 think around thirty-five
or forty million acres left to select in the Statehood Act entitlement (l1A).
New, 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 lew-
lying lands tliat may have other attributes that make them desirable. One of
the main motivations of this exchange was that otherwise, they wculd wind up
with mountains and glaciers. So, they"re going to be looking for desirable and
valuable lands and 1 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 consider ition.
On the othex 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 should not be allowed to fulfill it"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.

The other thing that worries me about these extra regional selections, and
there may be answers, | hope that there are, is that we have, within the Region,
tried to consolidate land and improve land managanent patterns. But by creating
the prospect of extra regional selection, thirty t.-wnships 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 may create land management problems of the very type we"re trying to
avoid to begin with. It"s very difficult to know. 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 ycxi across the State. So, all 1 suggest is there is
a trade-off there that should be addressed.

There is 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 natter of fact, the agreement sets
forth an acre equivalency standard for those six townships of land based on a
rough rule of sere value of an acre being worth $500. So 138,00 acres at $500
an acre, again, 1is on the order of, | 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 (IA) 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, I 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 thi.s 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. 1'm sure that Mike Smith has explained
these things to you so, again, my 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 may be to the State.

Some of the plus factors that have to be noted. Tha Kameshak Bay land is
one 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 cample* 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 die Talkeetna mountains
plus the other factors that | normally term in the extra regional selections.

I think the other thing that®"s been a recurring thane 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. | think tliat Congress has,
in a sense, indicated that they feel that Cook Inlet did not get a fair shake
and that they will make seme restitution of this if they fail, if Cook Inlet
fails to win their court appeal, and get that kind of a result anyway in the*
straight-a-way. And in many respects | think the State®s, or Mike Smith"s pamphlet,
lias set forth same of the values involved in this trade, has undervalued the likeli—



hood that Cook Inlet may prevail in their court appeal. But, by the same
token, | think it"s over-valued the likelihood that State lands would be
threatened by the outcome of that. 1 think the most logical result would be
a renand 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
land, the D-2 lands, the D-1 in the urea.

Turning to State land would at least involve him in more protracted..

(tape five)

1A

Jackman; ...they might turn the Swanson River oil revenues (lIA) although it"s
my understanding (lA) copper or minerals (1A) have 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. | don"t know
how they ultimately weigh out, 1 just know that. ..

There is a possibility, too, that seme of these lands that we"re getting
in trade, and I™"m speaking of the D-2 lands over in the Iliamna area, the State
would have received anyway. Frcm my work on Land Use Planning Carmission, 1
think it"s fair to say that same weaknesses, D-2 reserve proposal from the
Secretary®s book, were in lliamna and the Lake Clark are. . 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 tneir case that those lands
should not be put in federal reserves and tell them they should cams 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. I think that"s also
true with respect to the Campbell tract. There®s a question in my mind about
what state of affairs had to take place to remove that frcm public holding in
State use which would be the status that®"s guaranteed under this agreement. |1
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 (1A) 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 the national park
system. But the question in my mind, to what extent this proposal will indignify
those receonrnendations 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, 1in
effect, are fleshing out the settlement provisions, I1°m speaking of (l1A) the

actual regional selections. For two and a half years in dispute under 7 (lA)
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 (lA) years. And one of the things | think a
lot of people have in mind with the passage of the Settlement Act is that all
(1A) sanewhat will be under (1A) close. We"ll be able (IA) State selections

and move forward frcm there. I will reiterate again tliat 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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State. (1A)

I"m net speaking frcm prepared rennrks today. I want to check down my
list to make sure | covered all points that | wanted to cover. One final note
on the Beluga coal fields. Again, I°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 (IA) coal
zones will be just (IA) the spin-off benefits of development and that®"s almost

one aspect of this trade that I think deserves... 1°m not suggesting it doesn"t
deserve further (1A), but I"m really less concerned hy that aspect after the
mental health lands which were excluded frcm the trade. I 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 I 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: 1 think seme of it can be analyzed with seme degree of precision. |
think that sane of the costs involved, probably draft dollar figures can"t be

tied down, but 1 think order of magnitude can be approached and I"m not suggesting
that 1 for a minute think that it is improper for any trade like this to go
forward in the absence of exact equality of balance sheets. All I"m saying 1is
that I 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 deal withsane 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 accanplished 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 tliat agreement, redefine the
terms. We almost have to accept or reject it, don"t we?

Jackman: | agree. I™m very troubled by that aspect. |1 don"t think there is.
It"s a very complex agreement. I don*"t feel that 1 fully understand it and 1
spent several days trying to study it out. It is complicated. I don®"t know

what the answer is. There is 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, | would suggest that if
you want, 1in terms of the Legislature, again I would offer as much technical
assistance (lA) 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, 1is not stretched out over a period of
years. But in this case, we are dealing with the same situation, something
that will be negotiated in the context of the Cmnibus Act. I"m not (1A) tliat.
It probably was discussed (lA) State of Alaska. But again, we still have to

(1A).

Sen. Rader: Even if we could qualify sore of these dollar figures, you know,
and put the values there, or same estimate - so what? 1Is that going to help us
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in three weeks now in deciding whether to approve this or disapprove it?

Jackman: If I 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 1is
giving and what the State is getting.Because the other elements, | think,

there will be no question of good faith given the intent, the desire to makea
better land management decision. I don"t think that"s assailable.

Sen. Poland: Thank you, Mr. Rader. Representative Brown.

Rep. Brown: My question, in Jlight ofSenator Rader®s question. Do you think
some of these things you®"ve pointed out for the record as being inconclusive
could be addressed by, 1in an equally effective way, by committee report or seme
form of committee... any kind of legislation, Senate document? Do you have any
final proving board at all with respect to seme of these questions or do you
pretty well have whole (I1A)?

(tape six)
Jackman: (1A) valid po~nt because rational mechanism and if so use it for
(1A). I think (A

Sen. Poland: (IA)

Rep. Brown: (IA) | suppose ny question is, do you think that anything along
the order suggested by Senator Rader, legislative intent, is going to be of any
help at all to State (lA)

Jackman: 1 think that, this is subjective, (IA) to be effective hare (IA)
legislative guide telling the State how to execute that. |In other words, with
respect to what type of land (IA) protect (lA) protect the mechanism. In other

words, how (1A) 1is going to play (lA) as opposed to things that are (lA) agreement
is signed subject to (lIA) cooperation, 1in terms of setting a time when this
standard under which (IA) will occur. State (lIA) there (lIA) lands State lias
opportunity there (l1A) select lands whj.ch 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 | think that you will find that the State®s interest (lA)
Legislator (1A) and Legislator (lIA)

(inaudible portion)

Jackman: Madam Chairman, I wonder if I could go into a little more detail. 1
know it is getting late. But this extra regional selection pool, the Secretary
lias protected those lands that are of federal concern. They cannot be drawn
from the lands west of 161< West Meridian. I 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 from any of the D-l1 areas included in
the Secretary®s D-2 proposals. They cannot be drawn from any of the D-1 areas
tliat surround the areas of ecological concern. So what I"m saying is we"re
throwing - that this pool comes from those very lands tliat will be the prime
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-ccrrpact, a scattered pattern of private lands which one of the

land management objectives that, in my mind, we ought to be trying to get away
from. And this one theme I forgot to mention because 1 didn"t have a formal
presentation, that is worth mentioning, | 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 them, and ./hat role they"ll play in
community growth in the most heavily impacted areas of the State. The counter—
argument could be made that it"s in the northern Cook Inlet, the Anchorage

Bawl, 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 seme 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 ny point.
And at this point, we have an obligation, in good faith, to try to help with

the resolution of tliat, 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: Now this whole (l1A) and questions tliat have not solved this

as far as my experience goes. And | appreciate your concern, very important
questions that you raised. Mr. Rader (lIA) for three weeks if we have an agreement
here tliat partie” have agreed to and certainly some of tilis must have been

thought of at th _ time that it was entered into...

(inaudible - two people talking at once)

Rep. Hershberger: Perhaps I am painting tilings so black, 1*'m really afraid
(1A) said tonight (1A) fall asleep.

Jackman: I can honestly say tliat every member of, here present, that 1°ve been
going over these tilings. That I think, 1 hope the question - that answers are
there. Some of the answers have become more clear to me as | read through the
agreement. I % not saying that there perhaps aren®t some answers to these
questions but at this point in iny study of the thing | think that these are
difficult issues that have to. ..

Sen. Poland: Senator Rader.
Sen. Rader: Mr. Jackman, in your mulling tlrough this ignorance, in your own

mind, do you think that we can do much be, let"s say this (lA) oonmittee report,
couple of bills?
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Jackman: 1t would be difficult in my mind because so many of the terms cf the
agreement are, even though executory, the (lA) discretion is pretty well laid
out within the... As to the excercise of same 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 thenm.

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 work on an agreement even chough

we tentatively approved it. |If the other parties didn"t agree, somebody thought
that our interpretation was not their interpretation. I don®"t know how you
contract by statute, that"s kind of a new concept, but we have a problem situation
here. I"m wandering if we might not be able to, in effect, actually define

seme of the terms and the areas that concern us. | think their concerns are
representative and very helpful. I 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, the 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. | think that

would be very helpful.

(tape seven)

Jackman: ...k: .A 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 conpletely satisfied, but they have agreed to it in good faith. And

the State lias agreed to it in good faith and 1 doubt that the State is conpletely
satisfied with this swap either. 1t"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 new history is only going to
tell us who got the best deal cut of this. This is just about the size of it

as | see it. 1 don"t see how we can tell who"s going to get the best deal.
Whatever (IA) administrate, 1°m sure. But I"m just at a loss at hew 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. (IA)

Sen. Poland: Representative Anderson.

Rep. Anderson: Senator Poland, Mr. Jackman and | (IA) listened to the testimony
of Mr. Huhndorf, 1 thinx you expressed his concern. 1 think you heard that,
didn"t you, tliat he had the very same concerns tliat you do, that there is no
structure, no vehicle yet by the State by which an exchange of this nature can
occur. And | heard it very clearly in my discussion with their attorney, |
heard this very clearly. It"s not a new thing, that this thing, at least to my
attention anyway, it has been addressed by the Cook Inlet people. I think it"s
a meaningful concern and certainly concerns me also. But what is the answer,
you knew, 1in the time frame, hew can you address adequately, 1 don"t knew.

Jackman: 1 think that the very fact that we"re here is evidence of a real
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22-F had been passed, before we really looked at the problem we"re facing with
the Settlement Act. | couldn®"t be more supportive of the needs for these kinds
of trades and that"s why I think seme legislative reform, seme 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
thine I mean 1 think this all may come back to you in an administrative
manner but the guidelines can be set down, the rul.es of the road. So I really
believe and this is what the Ccmmissioner 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. Huneington: Yes, I™"m looking at it, 1"ve got no education, 1| (1A) |

dan t see any problem with it myself. If the State of Alaska can"t handle it"s
own affairs (IA) so far. And 1 don"t think tliat the trading off of this land is
going to hurt the State of Alaska one bit. 1 think it"s better for (IA) hands

and see what they can do and come up with sane solutions to the problem. |1
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. (lA)

(inaudible)

Sen. Poland: Are there any further questions for Mr. Jackman? Thank you and I
hope, David, you will be able to attend the hearing in Juneau on Wednesday.
There will be many other legislators there that were unable to attend today.

Jackman: Perhaps 1 could call you later on that but there will be seme problems.
We have a series of meetings scheduled with Representatives fran the House and
Senate Interior Conmittee. But | may be able to arrange it, | just can"t make

a carmittnent right new.

Sen. Poland: Thank you very much.

Let me ask Mr. Jackman. Mr. Jackman, hew much tine could you
devote to this in the next two or three weeks with perhaps staff and this
committee and others in trying to go through some of these things you"re talking
about?  (I1A)

Jackman: I sinply don"t have the time in the next two or three weeks, Senator.
I"m not trying to be unhelpful. 11l try to spend as much time as | can, but 1
don"t see how I can make a large time slot.

(1A) telephone.
Jackman: 1 suppose so.
Sen. Poland: We have time for one more witness and then we"re going to 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 make
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arrangements and we will make sane kind of arrangements but we"re attempting to
get this roan again tarorrcw 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 McDcwell of the Alaska Fisheries Resources and | just welcome
you.

McDowell: Senator Poland, members of the cormittee and ladies and gentlemen.
My name is Sam McDcwell. 1°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 diligently and we do support this trade, however,
with seme reservations. We feel that there"re sane 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 seme provisions to
insure that they do have access to their private property. We are a part of
and, I1°m happy to say, the 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 the recent decision of Secretary of Interior, Kloppe.

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. | 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 it"s extremely important that this matter be addressed and, hopefully,
taken care of so that all Alaskans that are involved in this are protected.
lhank you.

Sen. Poland: Representative Rhode.

Rep. Rhode: Mr. McDowell, in my understanding of your statement, you feel that
the leaseholder 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. “lhey
purchased this land, they have built their summer homes 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 I said before, want this natter in the record. We
feel the 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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this State. And we ask that you pursue this to try to make Alaska a better
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 I think it would be an absolute disaster for the people who are sitting in
this roan at this negotiating table and make an error in their judgement whereby
many Alaskans could get hurt.

Sen. Poland; Representative Brown.

Rep. Brown: 1 was just saying, the reason | asked that question, we have a
problem in the Kachemak Bay area and you wouldn®"t mind if 1 quote you on the
protection of the resources would you?

McDowell; No sir.

; 1 suppose this is a question for whoever wants to answer it. (14)
staff attorney Berry or someone else, I"m sorry, Director of Legal Services
(1A) be more (l1A). What does happen? | know that when the State has land in,
which 1is private in holdings, it has a legal obligation to try (IA) egress.
What happens when (lIA) having trade or sell us all of that land to a private
entity? Does that private entity still have sane of those same obligations or
not? The question is (lA) occurred to me, it never occurred to me before. (IA)

With respect to land involved here (1A) one of our federal land. Those
lands from the Federal Government to Cook Inlet (IA) 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 (lA) I wonder
(IA) that is seme State®s land (IA) 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 (IA) same process as all the rest of these lands already
been (1A) Will put on (l1A)

(IA) in the Act?
; procedure in the Act.
Because | know (IA) they"re already State land (IA)

: Yes. They will be put on. [In addition, the greviance in the Legislature
(1A) that on lands the State does transfer (IA) those lands, the State will
retain (1A) and all dedicated or (IA) highways or otherwise. So (IA) but that
where the State has (IA) that he was going to require (IA) So the State (lA)

I wonder what Mr. Huhndorf and Mr. Pricehave to say about tilis?

Reeves: I1'm Jim Reeves, attorney (lA). There®"s one further layer of protection
to (IA) again one which applies to protect all the land (IA) to the Federal
Government in the regional (1A). That (lIA) Section 14-B (IA) which protects

all (1A) Certainly 14-G (l1A) protect all (lIA). So that I think, you know, a
number of instances in which one would (IA) context would be very few. I hate
to say this but if I had (1A) 1 would hate to rely on my access to (lIA) on the
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biggest question narks of the whole Act.

I*m sorry, 1°m sorry. Your (l1A) have taken the position that every
State grant under State law to the third party creates (1A). And the Bureau of
Land Management®s people are specifically identifying everyone in the entire
involved (lA) setting before in detail and (1A). Originally, you"re right,
that was very conplex (l14)

I question that but anyway | wander what the people frcm Cook Inlet
have to say on the question?

Well, 1 think personally (lIA) testify (lIA) So whatever the body 1is
)

I don"t really know if anybody answered my question but I1"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 (lIA). But
the other question was, you went ahead and said you assumed that the 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 1 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 1 have seme question in my mind about the other
two parties. That, of course, is not semething 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 Committee deliberation. I"m sure that that"s what®s intended.
I don"t tilink that it"s a precedent for the way in which land trades...(l1A)
native groups or any kind of disposal of large amounts of natural resources that
the Administration has in the future. At least what 1 was (1A) 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 (lA)

McDowell: T believe the wording in this easement is frequent and submit (lA)
use. Now again 1 question you. | have friends that have cabins over there that
walk two and a half, three miles across country to go to their cabin. New I
have heard provisions not made (IA) 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 tliat perhaps the
natives of this State do have a right bo this. Will this affect this trade?

Now defir\bely it"s going to affect the people in the (lIA) 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. Now if you
walk down -as | interpret this and I"ve been very close to it - if there is no
access on these streams and if "ou should even be in a boat and step out of that
boat -you are trespassing. I don*"t think the State of Alaska should take and
pass any laws that are against or for any segment of the population. [lhis is
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what 1*m asking. I"m asking you to give very serious consideration when you do
make this trade, that you do look cut for all Alaskans and I don"t think that's
an unfair request. Thank you.

Sen. Poland: Thank you Mr. McDcwell. We will take our dinner break now.

Sen. Poland: We"re going to resume. | don"t care whether people (IA) or not.
Helen Neinhauser?

(many people talking at once)

Neinhauser: My name is Helen Neinhauser and 1 am testifying for myself this
evening. | am a resident of Anchorage and have been a resident of Alaska for
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. This is
rational land ownership and is in the best interest of all the residents of the
State. If land is suitable for development, whether it be ooal 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 Campbell, 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 grcws, the presentde
facto open spaces will be filled in. What price can we set or the peace ofmind
and the physical excerc.ise derived frcm a two hour ski trip in 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, 1 am particulary
happy that as a result of the land trade, the State will obtain ownership of key
sections of the proposals which were 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. | 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 ccme. 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 ti.® 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 xliamna 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 control of the
area, important to the fisheries resource and more compatible with the 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 about what the
State will gain. And they certainly axe not looking at what the people of the
State will gain by continued public ownership by the 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 (lIA) taking place on these lands. What
about tho values to the Iliamna fisheries, of State control of the lands in the
area? \Wiiat about the reduced cost to the State that will occur because of the
development that will takeplace on native lands will now be closer to population
centers and therefore lessexpensive to service? One gentlemen said earlier
that we seme recreational lands but we need to worry about food and housing
first. It seems to me that he was forgetting 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 Jake Clark. It is crucial that thelLegislature look
at the whole picture. As you do, askyourselves some 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 fantasticscenic 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. It*s my understanding that the villages have regained their lands along the
lake.

Neinhauser; I1t"s my understanding that Lire lake ownership where Cook Inlet, in
the more mountainous end of the lake - tliat 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 (lIA)
Sen.__Poland: Thank you.

Neinhauser: Helen Heinhauser.

Sen. Poland; Yes. (IA) Were there any questions frcm the conmittee? 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: 1°m glad (1A)
the trade.

dal Piaz; private joke. That Talkeetna Mountain hearing this morning (I1A) 500
is going right by. (1A) | think Neils arranged it.

dal Piaz; My name is Virginia dal Piaz and I"m President of the Upper Cook
Inlet Chapter of the Alaska Conservation Society. We"ve not previously had the
public opportunity bo announce our position 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 and devoted so much energy to this 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 the 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 opportunity to
consider the 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. New, 1711
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 trader to the Cook Inlet natives, those pieces should be located on
the edge of the range away fran 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 fran 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 the most heavily used
outdoor recreation areas in the State. The townships the State will pick up in
the Talkeetna Mts. are critical additions to the proposed Talkeetna Mt. State
Park. The Upper Cook Inlet Chapter of the ACS is on record in strong support of
this park proposal. Wo"re happy that Campbell Airstrip, Point Woronzof, Point
Campbell 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 (lA) 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 the Anchorage hillside may be declared federal surplus
property and we intend to keep an eye on any conveyance of such critical acerage
fran public to private ownership. 111 be adding when I 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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extreme value for fish habitat. Moreover, we support federal ownership of the

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 carments on the
Beluga coal fields. Since the State has retained the land of highest value for
coal production, 1it, nevertheless, has given up many acres of potentially energy
rich resource land. It"s time the State looked beyond hcn 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 ini 11ing
the possibility of gaining control of the extremely valuable fish and wild!
habitat around Illiamna. What the State is giving up in revenue might very v,e
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 fran the Moose Pange oil field. In conclusion,
the Upper Cook Inlet Chapter of the Alskan Conservation Society strongly supports
the Cook Inlet land trade. We urge the Legislature ro do the same. We also wish
to thank the committee for holding these hearings and allowing the public to
express their views.

Sen. Poland: Thank you. Are there any questions frcm the committee?

da.l Piaz: I also will ask the committee™s advise on how to handle the following:
the Alaska representative from the Sierra Club had to catch a plane and left his
testimony with me. There are quite a few copies hare. 1 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 (lA) aspects of that =and acquisition?
Do you feel that®"s of particular value for conservation purposes?

dal Piaz: |1 would have to - I must admit I"m not really familiar with that
area. 1 will find out an answer for our group.

(inaudible)

dal Piaz: I can just summarize briefly the Sierra Club statement is in support

of this land trade (lA)
Sen. Poland: Mr. Homer Burrell?
Burrell: Madam Chairman, members of the Senate and House Resources Coirmittees,

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. [I"m here
to recommend you find out something before you take anj action. You have not
got any adequate information. I don"t think you have correct legal information,

for instance AS 38-95.060 lirtiits you to a one tawnsliip 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 sorething,
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 from experts and | am not 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 that land

is worth. What did I deprived of and that"s your unenviable position. And 1 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 know 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 tliat are purported to be part of this exchange. | have no idea what
they"re worth. I have no idea hew to find out. If you"ll tell me what the
Arabs are going to do with oil prices or what the Federal Government 1is 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. I deplore the Administration®s, despite their protestations
to the contrary, keeping the details of this thing confidential for so long.

New the Legislature has gut semething like three weeks or four weeks to try to
mice 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 the value of this. It is not clear cut.. If you buy the
Dept, of Natural Resources position of what this is, you are camiiting an error
which 1is going to approach Teapot Dane saneday. And 1 don®t think the Legislature
wants to. The Administration may want to. Now, I knew, as you all do, that
despite sane baloney that came out of Juneau and other places recently, the
revenues fran 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
the corporations to share them. Likewise, if I had a lodge on a lake, 1 would
not want a profit making corporation cwn the land in the area because 1°d have
competition. Consider that. Tie history of this transaction from a secrecy
standpoint has been sickening. TVo things have been done wrong. Because the
State law requires under criminal penalty tliat 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 - I"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. I happen to think a meeting with the Div. of Lands, with Cook Inlet
Region and the U.S. Dept, of Interior is an agency meeting. | came within one
fourth of an inch of signing a criminal canplaint against the State®"s negotiator
on this. He was perfectly willing 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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to have a deal and wanted (IA) Therefore, you"re at a terrible handicap right new
trying to get the facts. What you should get is seme independent appraisals of
the values. And 1 don®t mean from somebody with an ax to grind on either side.

I mean an independent appraisal. And I don"t know whether how 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, 1 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: 1 don"t know.

Rep. Hershberger: Who"s playing the game to what advantage?

Burrell: I would say this...

Rep. Hershberger: | mean, 1 know why your remarks are stated as they are. We
till recamend political values aiid all that, but you tell us what"s wrong here
new?

Burrell: Alright, 1°d be happy to. Madam Chairman and strike the (1A) remarks.
Obviously both sides, I think, think they have something 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, 1°m speaking, not asking. I beg your pardon. Everybody
thinks 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 assume from that

is that they have different motives, different objectives. And 1 suggest, the
State objectives are different fran those of the Cook Inlet region and different
fran the United States Department of Interior. Everbody lias different objectives
and they"re all happy with them apparently. When | say the State, I mean the
State Administration.

Rep. Hershberger: |I1t"s pretty obvious tliat the Stat has done something with the
region natives that they don®"t know about so would y”u go to the natives and tell
than 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 sane thing the
natives do not know about. I said the State had di Fferent 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 Jie 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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whatls this (l1A)? You said somebody®s trying to take advantage of someone else
so presumably. ..

Burrell: Madam Chairman, my remarks were the fact that I think you ought to gee
an appraisal. That"s all. You can"t buy something that"s just been fed to you,

sp fed. You"re going to have to live with what you do. If you, gx»te "give

awe - and | don"t mean it that way, but if you give away the Beluga coal reserves
and .e Kenai Peninsula coal reserves or various park land, that may or nay not

be right. 1"m not saying it"s wrong, I°m saying you"ve got to know. And I don"t

think you know. 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 frcm 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.

I guess that"s why we"re all here.

Sen. Poland: Representative Rhode.
Rep. Rhode: Where would one go bo 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. (IA), that is a value
judgement and that is why 1 made my 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 ?

If you would tell who (lA). I don"t knew where you go to get an evaluation
until after say twenty years from now, we find out who gained and who didn"t.

Burrell: Madam Chairman, 1°d hate to wait twenty years tofound that out. 1°d
like to find out before. But 1*'m for (1A) find out.

Madam Chairman, | have to agree completely. 1 don"t know where to go to
find out either. But what 1 would say is this, what is the St* e losing from a
control standpoint in giving up ownership of the lake Clark arec . | don"t know.

I haven"t seen anything in writing that explains to me what the thate 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) 1 appreciate

that. All 1"m suggesting is that we just don"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. I don"t knew.

Sen. Poland: Representative Brown.
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Rep. Brcwn: (1A) Rep. Cotten is (lIA) is not mentioning anything that (l1A) already
passed last year.

(IA) designated smoking area.

Rep. Brcwn : Designated smoking area. Just one comment. You talked about
whether or not negotiations wore carried on privately and the way in which things
were done and this doesn"t directly relate to that but (lIA) you just might be
interested in the fact that Rep. Cotten and I were sitting in the House Judiciary
Committee (lA)

tape 8

J (1A

Sen. Poland: We said if we couldn®t finish that there would be (lIA) 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 (IA)
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, 1iiy name is Bob Rude, | am a stockbroker
in the Cook Inlet region and I 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. I have been a
resident of Anchorage for 35 years and | am here today to testify in favor of the
proposed land trade. 1 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 States 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 Campbell, Point Wbronzof, and Campbell Field to the State of Alaska. The
land trade protects wildlife and fishing resources of the State of Alaska. The
land trade provides areas for future recreation of the Anchorage residents and

the residents of the State. As a member of the Cook Inlet Region®s Lard Negotiating
Cormittee, | 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 cormittee 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 Sta”e of Alaska, the Federal Govenment and

the Cook Inlet Region began to negotiate. These negotiations resulted in our
present land trade tliat is now before you. Throughout our negotiations with the
State of Alaska and the Federal Government, Cook Inlet Region lias 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. Vfe saw the State of Alaska and
the Federal Government transfer 17 townships of land during the land freeze that
could have cctne 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 (?)
townships out of our region so that the State and Federal Government could

retain more land within the Gxsk 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 mast suitable for our corporation. | have attended

several hearings concerning our land trade and have heard adverse testimony

by many non-natives, the testimony that | have heard makes me sad. Some individuals
feel the only lands we are entitled to are mountains and glaciers and that any

land with any value should bekept fran us Natives. Are the people aware -that the
Natives lived on and occupied all of the lowland, 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 the people aware of the fact that if this trade is not approve, there
will be no land plaining 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 (l1A) and
the lands listed within CL 94-204, 1 believe it 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 ccmnunity and many jobs will become
available. | 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 Cook Inlet Region. CL 94-204 was overwhelmingly
passed by the Congress of the United States. For the State Legislature to (l1A)

the trade now would shew the Nation and the world that this State does nothave

the concern of the rights of its first citizens. | hope you will seriously
consider our views and 1 hope you will support the proposed land trade when it
canes 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 vyour claimto several
areas of land around Anchorage here that were considered by same to be uh-anyway
Anchorage wanted their, and so you gave them up to appease the Anchorage area. Are
there any other lands left in that same category tliat were either asked for or
that can be considered similar lands that you haven"t given up?

Rude- No, what | was referring in this statement - like I mentioned | was on the
first negotiating caimittee. 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: (1A) Campbell Point, Campbell Air Strip that you mentioned you gave
up your claim to in order to appease Anchorage. Were these the only areas that
Anchorage asked you to give up in order to appease them?
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Rude; Yes, to my recollection.

Rep. Cotton: Well new, this is just Cook Inlet Region, tliat doesn"t include
any of the other corporation, isn"t that correct? You don®"t have anything
to do with any other village corporation within that region?

Rude; No, 1 don"t.
Cotton: [lhank you.
Sen. Poland; Representative Brown.

Rep. Brcwn; The tone of your testimony concerns me. | hope you understand

that there is no great negative feeling for the Cook Inlet Region Corporation,
not that I knew of. It bothers me very much that you seem to think the people
would threaten or appear to threaten to lewer the bocm 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 the whole
process. There is sorething wrong with the 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 (lA) the representative administration (lA) legislation involved in a
very important decision (IA) and I think it is that process that really (IA)

as opposed to the particular issue in question or merits of the particular Act
(IA) it was represented here that 1 and other members of the council have (IA)
if that is ture I certainly don"t remember (l1A) certainly it was not presented
in a way (IA) we found later the (lA) 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 (IA) and it occurred with a shouting
of the press and were drawn into the action (l1A) 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) 1
don®"t knew (lIA) the distribution if possible. Maybe this Governor or seme other
Governor (IA) a different feeling (l1A) we could have seme serious problems. All
of those concerns are not directed at you or at the Cook Inlet Region (l1A) you
knew we cane to a legislative council meeting and we get work, formally or
informally, on and off the record that vital decisions (lA) without any input
from the Legislature at all. (1A) I don"t think that it was anything directed
in a negative fashion. That"s all 1 have, thank you.

Sen. Poland; Are there any other questions of Mr. Rude? Thank you very much,
Mr. Rude. Patrick Pourchot, of Knik, Knoers & Kyahers, Inc.

Jeff Knaebel; Senator Poland and members, 1 am Jeff Knaebel, a resident of
Fairbanks, I 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 companies to whan we
have provided engineering and geologic service. Cook Inlet Region is among

my firm"s clients. 1 am not however, 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 the purpose of the proposed trade
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is to carplete 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 remanber that when you talk about the Native people of Alaska, it is not a
"them and us"™ situation. These people are Alaskan citizens. They are the first
citizens of this great land, they and we share a canton 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 (lA) 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 owner®hip is a comer stone of individual liberty and free
enterprise, two things Wwhich are sadly rapidly slipping fran 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 citizen? of this State. Aside frcm the
direct land benefits to Alaska citizens | 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 fran 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 these, 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 be settled by the agreement
before us today. I think it is time for these things to be put behind us.

Since 1972, all atteups 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

Cook 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 Campbell 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 cwn contact with people, it
appears to me that most Alaskans kncwledgable 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 rty opinion that many of the figures quoted in the nev/spapers
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 from 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 only
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.

Hie State is reimbursed with other potential resource lands. The

title cloud on all lands in the Cook Inlet region is removed. Cook 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 Inlet should Cook 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,
Canpbell 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 Cook Inlet has given up 46,000 acres of its total legal entitlement
under the Alaska Native Claims Settlement Act. | think that ook 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
situation that we face. | 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 j mg 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 dtizens 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 I don"t know, 1 can"t speak for all 60 , that don"t

liave 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 ms
completely unsatisfactory, on the other hand, the Federal Government also has

an obligation to see that Cook Inlet receives its proper entitlement. | hate

to see than give up 46,000 acres. | think they should get their full entitlement,
but 1 think you"re twisting things a little bit to say that the State is this
involved.

Knaebel: It was not my intention to input any blame to the State. I 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 ny 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 ccme to pass, because there might not have been a legal basis for
Cook Inlet"s complaint. To that extent, 1 feel that the past administration
of the State is invol-Ted 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 (IA)
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 tfiichis the coal that Cook Inlet would new 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. O0On the other liand, let"s just
suppose hypothetically 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 6 million tons a year and calculated between 3.7 and 6.5 million. A
probable scenerio 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 assumption that both areas remain in State hands,
the lew cost coal in Chitna would be gone 50 years frcm now 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, 1including 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 summary, regarding the Beluga, Cook Inlet has received 13.5 townships. This
excludes 75 percent of the kncwn coal. 1.6 billion tons of kncwn coal remain
to the State. Cook Inlet gets 570 million tons of kncwn coal, 850 million tons
of hypothetical coal. The State estimates royalties to Cook Inlet at 15 million
dollars on the 570 millon tons of known coal in the Cap. Since however, Chitna
would probably be mined first, the present value of the Caps, tire 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 cf land exemplified by Cairpbell Air Strip,
Swanson River revenue and other Federal excess properties. In summary, the net
effect of the whole trade agreement appears to be as follows. Tire State gets high
valued Federal excess property near Anchorage that might otherwise go to Cook Inlet.
Tire State oil revenues frcm Swanson River are protected for the State. Cook Inlet
gets sane resource land that would otherwise be locked up by the Federal Government
ar.d 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 (1A) tn 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 frcm the
production of coal reserves of questionable value. Also, approximately 19.7
townships of State land are transferred to private ownership. These lands are
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been dropped into the State®s lap, but | surely did not mean to impune any
tendancy on the part of the State or you folks to rule against Cook Inlet,
per se, 1 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 techruwox 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 questions of Mr. Knaebel?

Rep. Brown: Madam Chairman?

Sen, Poland: Brcwn.

Rep. Brown: | am interested in the computation that lias been made in regard
to the comparison of various coal lands and | am sure that other people here
will be testifying and variously agreeing and disagreeing with what ycu have
to say and because that is true and because the issue fails back to Juneau,
and we"ll be looking at those same figures again, | am wondering if it wauld
be possible for you to have that portion of your remarks or that summary typed
up and sent to the committee.

Knaebel: Yes sir. We ran 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 is 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 vieiw point on what are true economic reserves that can be mined
at a profit.

Brown: 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 course to advocate a position. 1 think we will, there are
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several things that we need to talk about and sane of them haven®t 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.

Hawley; Are not appreciably different,. The second point is that seme of the
land which the State new can select lias been danonstrated 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. | knew pretty much what ccmpany 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 £8d: to a large extent. A point that the cermittee, Ol 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 seme assurance that we would be
able to prospect on this land. In other words, the land that the State is now
getting trade in the llliamna area, Kamishak Bay area and the Talkeetna 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 them should be open to mineral (lA). So, that"s a
point that | don®"t think has been brought up.

The most serious problem involved in the trade, that 1 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 govemrrent,
had given up the right to select anything in this Lake Clark area which is about
30 townships. And, it further lias 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 w_I11 not be automatically, tliat 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 (1A) which has been billed and the value ... the only (l1A)
official number that can be estimated (IA) 1is open file publication of about
three or four years ago, the value (l1A) ... results in excess of 200 million



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. | think maybe this whole trade has gene

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, 1 think giving of known mineral land is

something that"s really questionable; especially since there®s no compensation
mechanism that really appears to work. Okay, kind of emotional or something
like that. Bat | 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. 1 think that you also need to put yourself

in the position of (IA) at about this time. At the time that they started

bo pick up coal lands, there was no good coal potential anywhere in the United
States. The people had pretty much given up on coal - vyou 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. Mew, 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 sometimes forgotten that the total revenue to the State
isn"t just a royaly — it"s the State income tax, all the indirect benefits

to the State and, in contradiction to what other people liave said today, we do
have a settlement tax, it"s a 7 percent on the net tax, and it vrould 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 should have been
in the tax business anyway. | couldn"t resist the chance to get a little

plug in there.

One other further danger that I can see in things that are happening in the
State is the tendancy for the, | don"t know how to say it exactly, but the
political, anyway, making the geological survey of the State into a political
body. Mow, 1 don"t say that this is happening in this case, but the State
administration has asked the State geological survey to came up with a document
which justifies this trade and they asked their to do after the fact that the
trade lIras been arranged. And 1 think that"s extremely bad and even though

I agree with the things in here, the fact that you're asking technical

people bo 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 dewn the staff to find out anything about natural
resources.

(14)

Well, the previous administration (lA) a minute ago, but they were trying



to acquire economic value for the citizens of the State of Alaska. Maybe
they made seme mistakes ... Thank you very much.

Pan. Poland; Thank you Mr. Hawley. Representative Brown.

Brown; 1"m going to yield to (IA) first because | keep looking like I™m
putting my hand up here all the time. Am 1 the only one asking questions?

Sen. Poland; You can just talk for all of us.

Rep. Brown; 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 (IA) or somebody.....

Hawley; Well,

Rep. Brcwn: Let me finish my cements 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 (lIA) concerned about?

Hawley; Okay. The danger that 1 heard today is that people here say " oh
boy, coal has just gone frcm $5 a ton to $20 a ton - there"s really

going to be a tremendous windfall profit that people can tax.”" 1 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: (lA) there"s a royalty and then there®s a tax.

Hawley: Okay, but there®s still (lIA) the State. |It"s sort of a technical
question but it still comes 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 (lA). They can increase the royalty
(IA) 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 had ever
built one then; so, | 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 people in the resource industry are making.....

(tape nine)



74

Hawley: ... e.ctract resources other than oil and gas, sore specific industries
of the entire century so far has been a net loss. (lA)

Sen. Poland: Are there any other further questions of Mr. Hawley? Thank you
very much. Stewart Ramstad?

Sen. Poland: Cecil Barnes? And William Johnson has submitted written testimony
to the committee and will not appear. Dr. Douglas Stark?

Stark: My name is Douglas Stark and 1 live in Anchorage. | want to say that 1
appreciate your committee being here and holding the exhaustive hearing on stoppages
hearing this morning in Palmer. I have no personal ax to grind. 1 could stay

home and triost that you will recommend 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 I figure it is desirable for citizens to testify. (18)
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 privateparties

in the State have already selected the best land for themselves. We have a
problem in the regional (1A) 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. This, 1in itself, is
canmendable because all factors can be taken into account (IA) this rigid statewide
guidelines. (IA) which reads: "which was not to the benefit of one and the
detriment of another but which 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 Campbell Airstrip, Point Campbell 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 fran key cities, persons confined in this view.

In other words, we have to take the whole thing as a package. This complex issue
contains mar.y safeguards for the various parties such as restrictions on the sale
and restrictions on manner of use. And the State appears to gain 700,000 acres
more from the Federal Government 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 (lIA) 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. The various staff who have devoted a substantial amount of
effort to this issue, the State in particular, has many other tilings to do with
its limited personnel, sources beside rehashing this issue. | doubt that at this
moment, consideration would substantially improve the agreement. I think, tliat it
would be similar to the union that rejects an agreement, strikes for three more
months and then accepts the same offer that it was originally offered. 1 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: Thank you Dr. Stark and Representative ?

Rep. : What is your profession?

Stark; I"m a consultant in management engineering and planning.
Private?

Stark; Private practice.
Thank you.

Sen. Poland; Representative Brcwn.

Rep. Brown: 1 only have one carment. You said there were some side issues that
created muddy waters such as problem of the Legislature with (1A). As far as I'm
concerned, 1 think that side issue is not a side issue. | also would (l1A) 1
think it would have (IA) democrat, republicans or (1A) the legislature (IA) same
thing. And it demonstrates a major problem, as people have testified and pointed
out, we don"t have procedures (lIA) we should have. So that this kind of thing
has been going on for (IA) So | would strongly disagree with that portion of
your testimony. That"s all | have to say.

Stark: Well, on that 1 think we all agree that that"s an issue, whether it"s a
side issue or a prime issue, to seme extent it is subsidary to the main issue
which is the agreement itself. If the agreement is a good agreement for the
State, 1is 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 tliat it doesn"t
happen again.

Rep. Brown: But, you know, 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 sane 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) |
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 that that was the case.

Stark: No I didn"t.

Sen. Poland: Are there any other questions of (l1A)? Dr. Stark, thank you very
much. John Baxandall? (IA) speak to us? 1| guess he"s not here. Alec Sisson?
Doris Clark? Andrew Camkoff?

Camkoff: My name 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 the 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 end 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 lands 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 (IA) 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 (1A) we are still going to be land holders in the lewer Cook

Inlet and geographical problems in consolidation with (IA) 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 time 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 ccme and testified that this has directly affected

this and my intentions were to ccme before you and present our faces and values

and our understanding and that we do support it. But I...thank you.

Sen. Poland: Mr. Camkoff, when 1 talked to you er-lier today, | told you that
(1A) that 1 would like you to confirm that this 1 or also takes care of the
Montana (1A) 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. [lheir problems, | believe, have been satisfied by Cook Inlet

and the State.

Sen. Poland: Representative Huntinton?

Rep. Huntington: | get the feeling sitting here (1A) 1°d like to ask you two
questions. First of all, who was in agreement first (1A) Washington, Anchorage or
Juneau?

Camkoff: Speaking of what agreement?

Rep. Huntington: (1A) Cook Inlet and (1A)

Camkoff: As it affects the villages within Cook Lrlet?



Rep. Huntington: No. You know, you said you were working under (IA) Where was
this (1A) 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, 1 would call it, under a

double tri-party agreement. Ilhe original tri-party agreement was called the Cook
Inlet, the State of Alaska and the Department of the Interior tri-party. That

set out and identified certain parameters of the trade. As it affected the
villages, those had been as selected lands in Lake Clark, it involved us in this
tri-party agreement where the Cook Inlet villages, State of Alaska and the affected
villages. So when I1"m talking about an agreement, we had an agreement with Cook
Inlet and the State of complying and fulfilling these (IA) of these (IA).

Rep. Huntington: No. First | aslced you where does this mean, where was this
brought up - Washington D.C.? This agreement that (IA)the one where we"re
testifying on now, the (IA) royalty agreement. (IA) Washington D.C., Anchorage
or Juneau?

Camkoff: J couldn®t tell you.

Rep. Huntington: You don"t know?

Camkoff* No. | think it"s probably a combination of... 1 think that the federal
(IA) much more technical (1A) than 1 do.

(inaudible)

Inaudible

Yes, the agreement, that is (1A) 1 would first (IA) about a year ago. We
had seme (1A) 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 (IA)

Rep. Huntington: Then you feel the native corporationsare capable of drawing up
its own agreement then on their cwn side?

Yes | do.

Rep. Huntington: Then you don®"t have to run to the 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 the 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... (1A) clarification of that law. | think (IA)

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 Me t and we...

(1A) the village corporations (1A) and the regions (lIA) desire to have
the villages present (lA) or abandon the selections in Lake Clark (IA) do that.
And so the villages have to agree with (l1A) selections in Lake Clark (lA) agree
to do that and so (lA)

Rep. Huntington: Okay. The reason | asked you is that I get the feeling here
that the Legislature wants to do that and every!ime you want take (lIA) paper and
pencil and ask someone if it"s okay (IA) and I don"t agree with it.

(inaudible)

Sen. Poland: Are there any further questions of Mr. Camkoff? Thank you very
much. John Alsworth?

Alsworth: Senator Poland, members of the committee, ladies and gentlemen, my

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 1941 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 attenpt to attain recognition and gain rightful 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 Alsworth
is within the boundaries of the Cook Inlet Region. 1 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. The 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 my family living at Port Alsworth, we as a group feel that

we should have first choice of the land to be filed on.

Rep. Aiderson: Mr. Alsworth, really as far as 1 can determine, there®s very
little that this carmittee 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. I think that Mr. Huhndorf has probably listened
very carefully to your need here and I°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, I understand, Mr. Alsworth, are you a member of the Cook
Inlet (IA) organization?



Alsworth: No. I1"m a member of Bristol Bay.
(inaudible)

(1A) Cook Inlet. (1A) 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) 1 don"t know what should be djne. ..

Sen. Poland: (1A) 1 appreciate Mr. Alsworth®s bringing this to our attention but
Rep. Anderson and 1 feel sure that he"ll be able to work with Mr. Huhndorf...

Alsworth: I kind of feel, myself, like a mouse under the rug because 1"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 sometiling that, you

know, that I realize could be rather inpossible for a group of (l1A). But the

reason why 1 ccme here tonight is to state my interest in the land. 1"ve lived

here all my life and it"s kind of like someone giving away your (lA)

Sen. Poland: Representative Hershberger.

Rep. Hershberger: John, how 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: The Port Alsworth area was witlidrawn from seme five villages now on
the south side of Cook Inlet.

(ianudihle)

Alsworth: And | realize the problem. The land is rather inaccessible, you
can"t, you know. ..

(inaudible)

Sen. Poland This is something over which we haven™t any...
Has the earmarkings of an internal problem.

Sen. Poland: (lA) two regions...

Sen. Poland: Mr. Huhndorf, do you care to comment on...
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Huhndorf: 1°ve had a couple of occasions *o0 talk with representatives of Port
Alsworth and (IA) trying to (IA) under the trade (1A) and the land would then
revert back to its original (IA) we take that stand (IA) and we"re prepared to

(14)
(ianudible)
Sen. Poland: When could we (IA)
Huhndorf: [Inaudible
Sen. Poland: Thank you Mr. Alsworth. Thank you. Nelson Ankapak?

Ankapak: Good evening Madam Chairman, ladies and gentlemen. 1 really don"t know
where to begin primarily because each time that there is a person up here testifying
for Cook Inlet Region, State of Alaska and the Department of Interior land swap

it seems like they .nave looked at my notes. So | really can"t (laughter)

Anyway, because we have a limited amount of time, I1"11 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. | believe that this is a
first of its kind to be reached here in Alaska. That is, that three of the

largest land holders have came to an agreement, State of Alaska and the native
ccnmunity. 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 tliat agreement, that before the

terms were finalized that Cook Inlet and the members of Calista Regional Corporation
had a few meetings and came to some 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 (l1A). Some of the
terms of the lard swap, 1 believe, even (lA) by the Federal Government, the State
of Alaska to fulfill this need. | 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, |1
beleive, that was one of the reasons why the tri-partyagreement was reached. In
short, Calista Corporation is supportive of the terms of the Cook Inlet settlement
and would urge the State Legislatures to support them of it. Thank you very

much.

Sen. Poland: Thank you. Are there any questions for Mr. Ankapak? Thank you
very much Mr. Ankapak for appearing here this evening. (lA)

Armstrong: My name is Carl Armstrong. I"m chairman of the Kodiak Regional
Native Corporation in the Kodiak Islands. 1I°m secretary of that corporation and
I serve on the staff as public relations. I°m editor of the Kodiak Islander
newspaper. I*m here to urge that the settlement that has been proposed be
approved .and to... | think I wrc % out a list. 1 find it almost incredible that
the Alaska Department of Fish & Game, Alaska Wildlife Service, the U.S. Forest
Service, the Land Use Planning Canmission, the Governor, the environmentalists,
the Borough and the Congressional delegation made up of democrats and republicans
are in agreement. I think in the course of the four years we have tried to
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implement the Act, believe me, it has never happened before.
I 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 the Legislature a long time, 1 think John Rader was the one who told ne

that a consultant -the definition of a consultant is a nan who knows eighty-seven
different ways of making a buck but he doesn"t know any women. Semetines that"s

the 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. |1 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 come to an agreement. And
they put it in front of you people and it"s up to the Alaska Legislature now to
either say yes or no. And that"s my understanding. If you try to alter it, my
understanding, than it"s all over with. You"re saying that in effect (1A) |

hope that you won"t do that. It vrould 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 complicated matter, it surely went through the mill, so

all the 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
some sort of an agreement that is acceptable. | sincerely urge that you do
everything within your comprehension to approve that agreement. Ilhank you.

Sen. Poland: Ilhank you Mr. Armstrong. Mr. Anderson wants to read the statement
of the Bristol Bay Corporation into the record and we have one more witness.

Rep. Anderson: Thank you. I just received a letter frcm the Bristol Bay Native
Corporation that they v/rote to me and they state tliat, "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: Ilhank you. Mr. Galliett.

Galliett: (1A) Maps (1A) like to mention took me about 60 seconds and think I

can do it.

Sen. Poland: Mr. Galliett is our last witness so we will, not be meeting (lA)
(inaudible - many people talking at once)

Galliett: Senator Poland, members of the committee, thank you for the opportunity

to (IA) | know you"ve waited a long time (1A) and I admire your tenacity. |
think one question here at the outset should be, how far ahead should a statesman
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look.? 1 don"t knew whether you consider yourselves statesmen or not but what
we"re talking about here is incane to our children, our childrens® children and
beyond that. Ihe question is whether we"re going to give tliat income 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. Now, what surface and mineral estate are we giving away in
this deal? There®"s a long list of lands that | could cite and it would just
waste your time. 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 most 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. New | think, I will try to confine my technical remarks to
the Beluga coal fields and the Haner coal fields because there isn"t tine 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 map which sets forth all alternatives.
And 1°m not sure that anyone knows what it is they"re going to get or what it is
tliat 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 tliat issue. How much ooal 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, 1 would Ulike to tell you how I got into thisso you
understand something about whether I have a conflict of interest and just how
much work has gone into my determination of quantities of coal in the Beluga
area. In the first place, 1 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 from 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 I depended on a
report by Barnes which is available to the comnittee which dealt almost entirely
with surface outcrops because in the days when Barnes did his work, ten or twelve
years ago, no one would think any deeper than a very limited stripping depth of
coal and ...

(tape ten)



83

Galliett; ...the knowledge of how to convert it into something that we can
afford to ship, the fact tliat we"re new at the point where we can make oil out of
coal competitively with foreign oil. The situation is getting slowly 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 (lA). What
I did later, after my initial studies of coal and acceptance of some 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 bo how far they will project coal, or
infer coal, frcm 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 mroup that has the stewardship of valuable property. Of course,
the best informs ion, there are others tliat weren"t, and using the mud logs and
the electric logs, he has given us information on coal wow much coal at varied
depths, how thick, what kind of (lA) .and various information like this that
general good math (1A) how much thickness of coal occurs between 0 and 2,000
feet, 2,000 to 5,000 feet and then again frcm 0 bo 10,000 feet. The quantities
of coal are almost unbelievable and yet, on bap of all that, | have obtained logs
on some of the wells closest to the Beluga area and its my opinion that Mr.

McGee, again, as geologists are wont to be, he has been very conservative. |
think he has understated even the enormous amounts of coal, but nevertheless, |
accepted his figures. 1 even reduced his figures in making projection from them.
Now one of the problems you have here (IA) value (l1A) coal (1A) corporation (IA)
one we have a lot of faults (1A) all the oil and gas wealth cones in this (IA)
faults (lIA) insteadof drawing the arbitrary (1A) lowland (1A) now, what this
figure gives us finally? (1A) coal (1A) 2,000feet

(testimony barely audible)

(LA) don"t understand (lIA) the Department of Interior has practically required
that coal land (lIA) prospecting here in ny studies somewhat based on actual
physical knowledge. One thing that 1°m very conservative in when 1 talked to Mr.
Hackett of the University, still formulating his information on this area. He was
(IA) prospectus, he was (IA) information and | recollect and my notes reflect
(1A) tertiary sediments contain coal in varying amounts (lA) . So to seme

extent all this work is based on (l1A) actual drill holes and the use of mud (l1A)
the only thing | can®t report to you, as that | have not completed the analysis
of the electric log- we"re working on it (IA) next week instead of coming in
here and giving you a lot of malarky about how little coal thereis in defense
of the deal that"s already been made. At least you can see I|"ve done some

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 ny work but at least you

have it. (1A) Now fran that frcm those contours, 1 took every township in the
Beluga basin that was in the swap area, and marked on the maps, and I took three
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things: | took the percentage of the townships that contained, any coal, that Iis,
within the sedimentary hasin, the depth of coal as shewn 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 (1A) figure by 40
million tons for every foot of coal covering the township. The mechanics are

really not so important. |1%"ve done this twice, independently. The first time I
cams up with 15 billion, 800 million tons. The second time | came up with 13
billion. New, we"re allowed certain variations in that -it"s very crude. 1 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. (1A) New, since 1 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. Now, 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 (IA) 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, | 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 cane up with about
10 billion (IA) We"re not talking about 75% having teen 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 (lA) we"re giving away in this deal will probably end up
in the hands (lIA) because they®"re allowed to select one township of surfaces in
that area, too. Why is that site so important to us? (IA) has done damn good
planning in this State than wander in and out with all kinds of environmental

(IA) and never sits dewn and talks planning. Where are the railroads going to
go, where are the pipelines going to go, where are the cities going to stand,
where (IA) 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 (TA) that"s ridiculous (lIA)
we should have State lands for sane physical ijrprovements tliat must be made for
lack of good (L\) and because | have a client who"s interested, I have (lA) 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 Iit,

is to make a list and start putting your dollar values down on both sides of the
column. 1°d like to ask another question to illustrate some of the troubles with
this (TA). 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
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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 from our State Act, this thing is going to be
challenged in the State courts on the basis of our statutes. Hie changes shall
be on the basis of equal value and either party to the exchange (l1A) cash in
order to equalize the value of the p-operty of exchange. |I"m not asking you to
write such a provision. 1°d just as soon you pissed a resolution and then we"ll
take it to court. (IA) don"t want injustice to mast 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. 1 submit that (1A) of Norway, who"s going to (IA) coal and
Inland Pacific who cwns 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 frcxn drilling. Hie 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 v/ittout 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 (lA) survey once they change hands, any production, of
course, benefits these native corporations, but more important than that production,
which is going to be very low income production for some years I"m afraid, 1is the

asset value added to this cost. It stores up tho soft so that other management
still needs (IA) values (IA) in a few years when it"s saleable will have a very
high “alue. 1t will simply be impossible to lose those values in that tine.

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 be buried here. First, | suggest that you reject this blank, check
trade. It is wrong. Second, | say drill these ooal fields; tliat takes an
appropriation. Th~n you"ll know what you"re doing. (lIA) Finally, give the

native corporations a chance to obtain title to specific I”nds and rights
tliat they claim and to make the selections tliat they"re given two years to
make. (IA) instead of the mystery (1A) adjucated by Mr. Snrth. Another item,
trade only on an equal value basis as determined by independent appraisals. |
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do not trust the State administration to appraise this land in any way.
Another recarmendation, all coal lands should be frozen. We"re throwing
away income on the cheap (IA) have no escalation (l1A). This

should be done imnediately. Finally, (1A) change our coal royalties to a
percentage (lA) price so that we get a fair return on 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 coipany, you"re throwing the doors open for all the evils of surface
mining that occured in the other states. | hardly need to ronind 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 heme — mounds of material

that will take years to grew over with something (lA)... .Finally, and 1
think this makes sense to the people on this Cormittee and the Legislature,
let"s call a spade a spade. I would like to see this cormittee 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
cormittee and in the Legislature and | 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 carments to be made about
many of the things you said, but, one thing you did mention about people

on the cormittee and people “.n 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 them. Any time a member of the Legislature
decides tliat 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 | thought you might not

be aware of.

Galliett: |I1"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 Cliairman. When you talk about "we", would you explain

itoP"we" is?-

Sen. Poland: As far as 1"m concerned, right now when I talk about we, I'm
talking about 80% of the non-native citizens.

Rep. Osterback: Well, you were talking about the (lA) too and we don"t have
any up here unless its frcm California or Texas.

That"s right.
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Rep. Osterback: So, you don"t want, you want everything to (lA) be controlled
(1A) ...

No. ABsoluetely not.
Sep. Osterback: Well, that3 the way 1 took it (l1A).

Well, that"s not right. | don"t. (l1A) State of Alaska to retain
ownership of their lands and to administer them in the piiblic 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 know (lIA) conflict of interest (lA)
suggest a better word.

I think suggest (IA) I have gone thru the records in the Alaska
Public Office Carmission of most of the Legislators - not all of them - 1
didn"t really have time. But I 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 (lIA) the records are public....l don"t see any
great point in mentioning names and | probably (IA)

(1A) object.
Sen. Poland: Senator Rodey.

Rodey : You sta"ed tliat you think that the Governor®s royalty rate as
unreasonable. | 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).

(1) 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 | carment (1A). |1 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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I think, we can make a change. When the laws are passed, scnve of them are

not direct. Sane of them (lIA) 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, now 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. I"m not aware of the attitudes the State might have in
re-negotiating. (l1A).

Price: (1A
)
)
lhank you.
Sen. Poland: Is Mr. Bateman still here? Representative Cotten.

Rep. Ci1 -ten: 1"d like to comment on something that Senator Rodey mentioned, also
Mr. Galliett said that there sometimes 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 (I1A) might be worth (lA)

(1A) comment.  (IA)....In regards to who owns the land, of course, a

severance tax is being applied to this coal and the State can derive the
benefits frcm them, 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.
Would you comment 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 frcm it that it (JIA) of that
resource.

Galliett: That"s a very good point and it"? one I"ve thought about a lot. It
depends on the make-up of the Legislature, | suppose. Now, 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 (lIA). They will oppose it. It"s not

too easy (lA)...you fellas haven"t been awfully successful in taxing the mining
industry as | see it. What"ll happen in these proposed severances taxes is pretty
obvious (lIA) money that the native corporations might otherwise enjoy?.

A
Sen. Poland: Mr. Hawley.

Hawley: (1A)

The 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. |1"ve talked to sore of the
people that held leases (l1A)...they"ve told me that results of their limited
drilling. None of those people have, except possibly (lA) and one or two others,
have wanted to spend a lot cf money drilling because, up until recently, the
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whole thing 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, (lA) and so on. So, a lot r* the little guys fall
by the wayside. | 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 1 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 know what"s
going to happen in that sedimentary basin which is immediately adjacent to (l1A)
thickness of coal measures (l1A), of course, until you drill it. (1A) ro 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. | think the Congress
would Ffully 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. Thank you very
much. Is there anyone who wants to testify. We will not resume the meeting
tomorrow. Have we covered all the names we had on the list of people that were
here? Yes?

I"d just like to say (IA) .... My name is Bob and 1"ve also
(1A) geologist here in Anchorage. 1"ve lived here in Alaska for several
years now and have been involved mainly in metal exploration for several
companies. 1"d just like to put this thing in the full potential here which is the
main (lA) 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 th s
long term. We can do a lot of things with percentages and figures here. It has
been suggested (l1A) .... 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 ooal if you total up,as has been done here, every single bod
dewn to 2,000 feet and if you go below that to 5,000 feet, you ccme 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, the thing is that the Ccmmittee
here should be considering as far as this land trade goes, is tire profitability
of reserves (IA) at those depths the coal is there (IA) the near future and
that might not be in the next hundred years, there®s not going to .amount totlrat
much. There"s coal, even more coal reserves than that underneath the Coo”
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 tire U. S. and Alaska keeps going here as far as energy goes
but, again, you"re forced with the same thing, the deeper you go, the mere
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expensive the cost of drilling, the more expensive the cost of your vacuum
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 sugge:tion is tha in spite of
the fantastic tonnages that are possible in the Beluga acea that it is the
profitability of the thing that the cormittee should be concerned with and I
contend that this is far below what has been spoken of here, if the profitability
frcm my estimates and frcm other reports over there is in the order of a few
billion dollars. The State reports contend there is 15 million 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 sure

and in che long rim and not billions of dollars. Once you look at the overall
land trade 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 about; but, if you want to
talk about future dollars and what this (1A) may be worth in future years,
what®"s Campbell Airstrip going to be worth in 50 or a hundred years? | just
thought 1 would like to get a point in there on bringing this thing back into
perspective a little bit as to what the Cormittee should be looking at. If
you have questions, | might be able to help you.

Sen. Poland: Zire there any questions of (IA). Thank you very much. We appreciate
everyone®s patience and (l1A).

Madam Chairman, (lA) perhaps an opportunity to speak concerning seme of
the points that we have not had the ability to listen to sane of the
comments, however, because of the late hour, because of the people (IA)
of the canmittee te put in, and also because of your request chat, again,
certain members of the staff be present in JUneau, | think that if we
could have access to sane of the information that Mr. Galliett lias indicated
here, we could probably, by Wednesday, have a response firm the State
Geological Survey concerning sane of the items raised and other points that
came up frcm seme of the speakers (1A) so if that"s ok, refer that till
Wednesday.

Sen. Poland: (lIA)

an

Adjournment
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Qutline for Oral Presentation

February 11, 1976

David Jackman - John Katz

(This outline represents the

g%rlsgnal views of the speakers
y).

AN ANALYSIS OF ISSUES RELATED TO THE PROPOSED
COOK INLET LAND TRADE
Comparative value of lands given and lands recelveo

The State is giving 'l\J/{) 215 townships of ‘and: _
8 townships in Mat-Su Valley and on the Kenai Peninsula,
135 townships in the Beluga area.

The State is receivin apﬁroximatehﬁ& townships in exchange:
Ethov|v|nsh|ps in the Mulchatna River drainage northwest™ of
ake lliamna, _
11 townships ad%acent to Kamishak Bay (on west coast of
Cook Inlet, southwest of Augustine ISland), ,
7 townships in the Tutna Lake area (approximately 25 miles
west of Lake Clark), ,
4,000 acres (.17 township) of the Campbell tract for recreation
and puhlic uses only.

ARGUMENT FOR: The State is giving uplands that  are a’readydestined
for private development and Teceiving lands that  sho,-.d besthekept
in public ownership.

ARGUMENT AGAINST:  The State is ngng uR "lands worth fa% more than”
those jt is receiving, and is Iosm(_{ oth future revenues and planning
control over the disposal of large ‘tracts of land in the Anchorage
Bowl and Kenai Peninsula area.

Value of the Campbell tract

ARGUMENT FOR: "...the State would receive title immediately to the
Campbell tract in the heart of the Anchora%e bowl...A very conservative
figure of three thousand dollars Per acre Nas been assumed for the
Campbel| tract. This figure has then been discounted fifty percent
under the assumption that if the State did not gain immediate title

to the area under this proposal, it would stand"a respectable chance
of obtaining the lands at Some time in the future. These and
subsequent Euotes are taken from Mike Smith's memorandum of December 6,
1975, * The Committee has access to that document and can place these
brief excerpts in their fuller context).

ARGUMENT AGAINST: ,Seven—ei(t;_hths of this tract was ?rotected,from an
possibility of Native selection by the two-mile buffer zone |n_§22(1¥
of ANCSA. ° Either the State or borough was very likely to receive this



tract anywa¥ under the Recreation and Public Pur[t)oses Acc. Even if
this did" not occur there is every indication that the Federal Government

favors keepmg this tract in public open space use due to its importance
as a watershed and recreational area.

Protection of Bristol Bay Fishery Values

ARGUMENT FOR:  "In the Lake Iliamna and Bristol Bay National Resource
Ran%e loroposal approximately 15 percent of the lands will be under the
control of ana e Native corporatjons. The State car more effectively
administer to the requirements of its citizens in those areas if it
owns the other lands within that region. Additionally, the tremendous
dependence upon the salmon fishery tesources of that region, and the
current responsibility of the State to manage those resources, argue
cogently that the State should also control "the uplands in that area™.

ARGUMENT AGAINST; The State will get no lands at ail in the lliamna
watershed which is the critical aréa for the Bristol Bay fisheries.

The lands the State will receive in the Mulchatna_dramagze are much less
important from a fisheries standpoint. = Irrespective of the proposed
trade, the State wil| have an opportunity recognized in §17§d) of ANCSA
to select lands in the lliamna drainage within“the Bristol Bay village
withdrawals after Native selections are completed. The State has other
regulatory tools such as the Anadromous Fish Stream Act which can be
used to protect fisheries habitats.

Out-of-Region Selection Rights

ISSUE:  Under. the proposed trade agreement, Cook Inlet Region will
have an additional three years to Tdentify and select approximately
Q0 townships of land from available federal lands outside the region,
They are prohibited by the agreement from selectmg,anP/ lands thé
Federal Government v/ants, usch as d-l or d-2 lands™ incfuded in the
Secretary's park, refuge, and forest éJroposaIs, or any of the d-I
buffer lands around thése areas called "zones of ecological concern™.
This will throw Cook Inlet into those lands that would “otherwise be
prime candidate areas for State selection. As to these lands, State
selections could be frozen for three years, with Cook Inlet Region
having the opportunity to take the best available lands from a“resource
utilization standpoint.

ARGUMENT FOR: There are provisions allowing the Secretary of the Interior,
after consultation with the State, to submit a list of areas to Cook

Inlet Region where approval of out-of-region selections is unI|,keI¥].

At the end of three years, when the Pool of at least 90 townships has

been nominated by Cook Inlet Region for selection, State public

interests can_be further protected by the right of the State to pre-
emptively strike 10% of the pool and”then b~ the alternating selecting

and’ striking process.



ARGUMENT AGAINST:  The out-of-region
the State because these are landS tha Ild
available for State selection. (Approximately 3 million acres of land
remain to be selected cut of the Statehood Act grant of 1035 million
acres), Cook Inlet will be looking for the sameé 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 pro,ces,smg of State selections for three years. Thirty townships
broken up in isofated private tracts will create” one same kind of land
management Problems outside Cook Inlet Region that it was the partial
purpose of this trade to avoid within this region.

Ownership and Control of Key Settlement and Development Lands

ISSUE:  Should a private corporation be given control over the timin
of development and pattern of disposal for,larqe remaining tracts o
land y)wthm the heavily impacted Kenai Peninsula and Mat-Su Valley
areas”

ections constitute a loss to

sel
t otherwise would have been

ARGUVENT FOR: These lands are well-suited for settlement and slated
for development anyway. LocaIA; b-division and zoning laws will adequately
protect the public’interest. A/so (ffe. & s ¢ A * - f A

f/1€ /vprfiviy Fv* P'lfcDd M s*I*cT /?2IVC.S/) .

ARGUMENT AGAINST;  Control over the pattern and_timing of State land
disposals is an |mPortant public policy tool. The State may want to
use or dispose of lands for other than” minimum dollar returns. It
IS in the heavily-impacted, growth areas that the State should be
careful to hang‘on to what puUblic land remains.

Impact on the Proposed Lake Clark National Park

ARGUMENT FOR; ~The proposal results in the return of certain key lands A yw?)
in the Lake Clark area to federal control and prevents further Native Y ]|
selections in this area, In the agreement, the Secretary, Cook Inlet” .
Region and the State, all acknowle ?e that there are nationally |
significant resources in the Lake Clark area, and that the sceénic, (™
recreational and inspirational resources of this area should be preserved.

17

ARGUMENT AGAINST: This trade makes it difficult for the State to

ever oppose the establishment of a National Park Service mana?ement ,
area around Lake Clark. By the terms of the agreement, Cook Tnlet Region
IS bound to pubhclg/ suPport the establishment“of such an area. There
are three other National Park proposals for the Alaska Range, and many
view Lake Clark as the least justifiable proposal. In ordér to trade
the villages out of Lake Clark, this agreement has hecome much more
complicated than would have been necesSary to resolve the regional
selection problem alone. Existing villagé withdrawals are thought to
satisfy village selection criteria.



Impact on The Kenai Moose Range

ARGUMENT FOR: Potential inroads into the Moose Range, such as those
represented bx the "Frizzel offer" for the settlement of the Interior
Department’s fitigation v/ith Cock Inlet Region, have been minimized.
Restrictions on Surface use and prohibitions on strip-mining will further
protect public values on lands that are given up.

ARGUMENT AGAINST: The "Frizzel offer" was withdrawn and not re-offered.
The Ie%al authority of the Interior Department to ever offer the Moose
Range Tor regional” selections is seriously questioned. Sixteen sections
of Surface rights in the Tustemena Lake areas still constitute a.
substantial inroad, and development of the 9.5 subsurface townships
could still cause major deterioration of public values.

Value of State Lands in the Beluga Area "B WWWAES WAMAGIWHIWAN TN

ISSUE:  Even thought the State may still control tiie major share of
the area coal resource, these 13.5 townships could still” represent a
substantial future economic loss to the State. In a Strict economic
sense, the Bresent discounted value of development 15-20 years in the
future may be low, but in terms of long-term State interest, it may
be highly desireable to have some revenue producing resource ready
to bring  on line 20 years hence when Prudhoe Bay iS wmdmgl down.
Royalty™ terms on exiSting leases could be renegotiated at the end of
the initial 20 year terms. Controlling the tipiing and environmental
|mpi31cts of coal” development would be much easier 1f the State continued
as lessor.

In-region Selection Pool of Surplus Federal Lands

ISSUE:. The_Secretary in con%unctlon with the General Services , \J
Administration is obligated to try to find 138240 acres (6 townships) '
or acre equivalents, in terms of aﬁpransed land values (fiqured at

$500. an acre), of land within Cook Inlet region made up of small

odd tracts such as lapsed homesteads, surplus federal |ands, or revoked
federa] reserves. These lands would then be made available for selection

by Cook Inlet Region using some of the 30 townships out-of-region

ment, and also made available for land exchanges with villages to trade

them out of proposed National Park lands on the west side of Cook Inlet.

ARGUMENT FOR: "...other federal surplus, lands and unperfected public
land entries which might go to CIRI within the region would be subject
to a State veto éfor Up to 1,500 acres) arid/or appeal  process to
protect State and public interests in these lands. Since the eventual
settlement CIRI receives, whether by agreement, legislation, or b
court action, will undoubtedly include “these lands, the proposal
represents the State's only opportunity to participate in protecting
the public interests on these lands.

T



ARGUMENT AGAINST:  Many, though not all, of the federal lands to be
included in this pocl would without this agreement be available for
State selection under the 90-day preferencé right guaranteed in the
Statehood Act. These are potertially very valuablé lands. The $500/
acre equivalent formula agreed on in” the propgsal would imply total
land values for this © township pool of over $69. million.

Swanson River Oil Revenues

ISSUE:  Wit.iout this proposed agreement, there is some chance that
either an administrative or a I,e%|slat|ve settlement arrived at by

the Federal Government alone might ?IVE Swanson Rjver oil revenues

to Cook Inlet Region. At Presen,t, he State receives 9% of these
royalty revenues althou%h here is a recent opinion of the U.S.
Comptroller General chdllenging the right of the State to these revenues.

ARGUMENT FOR: "To the values to be received by the State as estimated
ahove must be added values which, if the proposal is not consumated,
m|ght be lost to the State. The two most prominent values in this
ca egor_Y are the ninety percent royalty revenues which the State receives
from™oil production in” the Swanson”River area of the Kenai. National Moose
Range...Any estimation of the value of these two possibilities...must
assume certain levels of probability...and assumption of a .5 probability
%%%ssnot,lﬁppqgr unreasonable... (this) yields an estimated value of

5 million™,

ARGUMENT AGAINST:  Under the present Comptroller General's opinion, the
State may lose Swanson River revenues anyway unless the State is su:cess-
ful in legally overturning this opinion.” |n the absence of a findin

by the Secretar)( that theSe lands were no Iongner necessary for the Moose
ange, federal e%;|s|at|ve .action would probably be required to give these
benefits to Cook Tnlet Region.

Amendment of Statehood Act

ISSUE:  Section 6(i) of the Alaska Statehood Act prohibits the State
from ever conveying away the mineral estatp in State public |ands.
Under State law, resourCes are disposed of by lease or |ocation onIP_/.
The, recent amendments to ANCSA include a provision waiving the applica-
B|I|,t)6 of 40(i) in land trades such as the one proposed for Cook Inlet
egion.

{ARGéJMENT FOR: This amendment will facilitate this trade and future land
rades.

ARGUMENT AGAINST:  This unilateral amendment of the Statehood Act
creates an undesireable Precedent. Unlike the treatment of native
selection of some State lands under ANCSA, this time there was no
formal acquiescence by the State in this federal action. Because the



Secretary can be used as an intermediary in any such exchange, this
amendmerit was probably not necessary.

Impact on Proposed Talkeetna State Park

ISSUE; ~ Approximately three townships of Native selected land conflicts
with the northwestern portion of the proposed Talkeetna Mountains
State Park.

ARGUMENT FOR:  The _Broposed trade would recover these lands for State
ownership and possible inclusion in this park.

ARGUMENT AGAINST:  These townshigs are not necessary for a viahle park
proPosaI, end other measures such as the reservation of public easements
could overcome this problem to some extent.

Alternatives to the Proposed Trade

(This subject will be dealt with fully in the oral presentation).



PROPOSED COOK INLET LAND TRADE

(Department of Natural Resources “Response to
Jackman-Katz Analysis dated 2/11/76)

The following comments are offered in response to
the document entitled "An Analysis of Issues Related to the
Proposed Cook Inlet Land Trade™ as presented orally by
Messrs. David Jackman and John Katz to the Joint Resources
Committee Hearing on February 11, 1976. The comments will

follow the order and format of that document.

Comparative Value of Lands Given and Lands Received
The Jackman-Katz analysis neglected several addi—
tional lands which the State would receive:

1. 8 Townships in the Talkeetna Mountains.

2. Right to select, at the State®s option,
12_.4 townships in the Koksetna River
area (12 miles west of Lake Clark) and

in the Talkeetna Mountains.

3. Early conveyance to the State of the
Point Campbell, Point Woronzof and Goose

Lake tracts under the Statehood Act.

In the "Argument Against” three points are made:

1. State gives up lands worth more than

those it receives.

2. State loses future revenues.



3. State loses planning control over
disposal of lands in the Anchorage Bowl

and Kenai Peninsula.

Regarding the first point, it should be
obvious that the values received by the State
in the trade are not strictly economic nor

can they be measured only in relationship to
the specific lands received by the State.
There are many other elements of consideration
involved, anu their evaluation is complicated

by inherent legal and political indeterminacies.

Present values are used to assign meaning to the
future revenues involved Whereas the State
certainly has interests beyond present (i.e.,
discounted) economic values, particularly

with respect to the Beluga area, the State

will continue to own the large majority of

known and hypothetical coal reserves in that

area.

The State is not disposing of any tracts of
land in the Anchorage Bowl. With respect to
Kenai Peninsula and Mat-Su Valley areas, the
terms of the agreement specifically guarantee
virtually complete State control of where
Cook Inlet acquires lands. (See "Ownership
and Control™ comments on page three of the

Jackman-Katz analysis).



Value of Campbell Tract
The Jackman-Katz analysis lists three main arguments
against the Campbell Tract evaluation:

1. Either the State or Borough would likely
receive this tract anyway without the
land trade.

2. The tract is protected from Native
selection by the two-mile buffei zone 1in
paragraph 22(1) of ANCSA.

3. IT tract remained in federal hands it
would be managed as open space anyway.

In the State"s economic analysis, the value

of the tract has already been discounted by a

generous 50 per cent, to account for the fact the

lands might come to the State anyway. But

the likelihood that this land would have come

to the State in the absence of this agreement

and before some alternative resolution of the

Cook Inlet land problem 1is remote.

Fully one-third, not one-eighth, of the Campbell
Tract is outside the protection of the two-mile
buffer zone of 22(1). However, section 22(1)

of ANCSA 1is irrelevant here, for the

concept of allowing selection within the two-
mile limit was accepted by the Secretary

in the "Frizzell Offer,”™ has been accepted by
both the Secretary and Congress 1in the

agreement document before this committee now



and will almost certainly be waived in any
future settlement that occurs without the

present land trade.

IfT kept in federal hands it would be managed
by the Bureau of Land Management, an agency
charged with disposal of the public lands of
the U.S., an agency whose ability to manage
an intensive use area within the State’s
largest population area has fairly been
questioned. This scenario is clearly not
desired by the Anchorage Municipality,

which voted unanimously (10 - 0) on Tuesday

in support of the land trade proposal.

"mProtection of Bristol Bay Fishery Values

Two major points under "Argument Against"™ are

raised:
1. State will receive no lands in Iliamna
Watershed.
2. Even without trade, State will have

opportunity to select within Bristol Bay

Village withdrawals.

Up to eight townships could come from the
Iliamna Watershed, depending on the outcome

of Question No. 2 below.



While the State maintains that it is entitled
to select in these areas, the Secretary
rejects that position and prolonged litigation

will probably be necessary to resolve the 1issue.

Another important reason for acquiring State
lands within d(2) withdrawals in this area is

to strengthen the State®s position vis-a—vyg the
Secretary with respect to the latterls National
Resource Range proposal. Any improvement 1in

the State ownership position will serve to
strengthen the State®s argument for complete
State control of the area, for it will establish

a land status pattern which is plainly

incompatible with the Resource Range proposal.

Qut-of-Region Selection Rights

The Jackman-Katz analysis speaks to four main

points:

1. Only the federal government, and not the
State, 1is able to protect lands from
selection.

2. Lands exposed to Cook Inlet selection

would be "prime candidates"™ for State

selection.



3. The processing of State selections would

be frozen for three years.

4. A broken ownership pattern of 30 isolated

townships could result.

Point One. The Secretary 1is required to
consult with the State before indicating to
Cook Inlet lands which he will probably not
approve. More importantly, certain lands
specifically excluded from selection by Cook
Inlet, particularly the "zones of ecological
concern™ (the d(1) buffer lands around the
Secretary®"s Four Systems proposals), would

be available for undisputed State selection.
These "off-limit" areas include millions of
acres of very good lands. Additionally, the
d(1) lands within the Secretary®"s Four Systems
proposals would also be protected. The State
feels that several of these areas should more
appropriately be available for State selection
and control and these areas would also not be
available for selection by Cook Inlet. Finally,
the State retains a limited blocking power with
which to influence Cook Inlet"s selections from

the pool.

Point Two. The inference that the lands Cook
Inlet could select would be "prime candidates"”

for ctate selection has no basis in fact.



It must be remembered that the interests of

the State with its broad public responsibilities
are not strictly economic, the criterion

which will probably determine Cook Inlet X
selection decisions. Therefore, even if all
remaining State selections were to be in
competition with Cook Inlet, it is questionable
how much conflict in selections would exist.
However, since Cook Inlet cannot select

outside of the five regions identified in the
agreement, and since millions of acres of

good lands are protected by the agreement

from selection by Cook Inlet, the degree of
conflict with State selections 1is considerably

reduced.

Point Three. The State is guaranteed the
right to continue to select lands anywhere
extra-regionally regardless of Cook Inlet"s
selection process. The conflict would exist
only when Cook Inlet identified those lands
for nomination to its selection pool. The
concern over a three-year freeze on State
selection processing is of no concern since
the logistics of BLM"s adjudication of State,
transfer of title run to five and six years

under normal conditions.



Point Four. The spectre of 24 to 30 townships
of broken and isolated tracts of private land
is very much overstated. Within its region,
Cook Inlet could make similar scattered
selections in any event, and this agreement
requires that selections be made in at least
township block size, a far greater constraint
upon selection configuration than presently
pertains to the region"s selections. The
agreement specifically states, "It is the
intent of the Secretary and the State that
all out-of-region selections shall be as
compact as practicable, and that wherever
possible, CIRI shall select lands which are

contiguous to privately owned lands."”

An additional point is the prospect of extra-
regional selections for Cook Inlet even if
the trade is not consummated. There 1is no
way of telling under what conditions Congress
might permit extra-regional selection. Under
this proposal, there are definite safeguards
for areas where the region cannot select and
additional protection for the State through
its consultation function with the Secretary

and its striking provision.



Ownership and Control of Key Settlement and Development Lands
The analysis argues that the State would lose
control over the pattern and timing of State land

disposals, an important public policy tool.
[

On the contrary, the agreement is a perfect illustration
of the exercise of that control, and it is accordingly
structured specifically to provide for State

control of ownership patterns. Selections will

not commence until a complete land use study has

been done of these areas. Then, selection will be
only by mutual consent. If mutual consent cannot

be obtained upon all lands, it is the State which

then chooses which lands Cook Inlet may consider

for its remaining selections. Thus, the agreement
provides specifically for the control of ownership

patterns which Mr. Jackman and the State so value.

Impact on the Proposed Lake Clark National Park
First, the Jackman-Katz analysis has taken one
sentence of the agreement and edited it and quoted
it out of context as follows: (The actual agreement
passage is quoted 1in its entirety. Brackets
indicate those words or phrases edited out of the

analysis.):

"The Secretary, CIRI and the State recognize

that there are nationally significant resources



in the Lake Clark area. [Management of this
area should be flexible and recognize] the
scenic, recreational and inspirational resources
that should be preserved [as well as State

and local interests including subsistence and

sport hunting.]"

The Jackman-Katz analysis makes two "arguments

against":
1. The above language makes it difficult
for the State to ever oppose a National
Park Service management area around Lake
Clark.
2. The Village tradeout provision has made

the agreement "much more complicated."”

Point One. The State in no way acknowledges

or supports establishment of a National Park
Service management area around Lake Clark.

To the contrary, the specific language,

edited out by the Jackman-Katz analysis,
constitutes a Secretarial recognition that a
flexible management system is required and

that State and local interests including
subsistence and sport hunting must be recognized.
Moreover, the agreement memorializes the fact
that the State continuously opposes the federal

proposal.



Point Two. The Village tradeout aspect 1is
not complicated. It merely requires that
Cook Inlet Region, as a prerequisite to
execution, must induce certain Villages to
renounce their Lake Clark selections. The
manner in which they do this is between Cook

Inlet Region and the appropriate Villages.

Impact on the Kenai Moose Range

The analysis offered the following "arguments

against":

1. The legal authority for the "Frizzell
Offer"” is in question.

2. The 16 sections of surface rights under
the agreement still constitute a substantial
inroad into the Moose Range.

3. Development of the up to 9.5 subsurface
townships could still cause major deteriora—
tion of public values.

Point One. This argument (and others suggesting

a distinction between administrative and legisla—
tive action at the federal level) are totally
irrelevant. IT there is another settlement

which includes a portion of the Moose Range,
congressional action will be necessary. The legal
authority of the Secretary will be a moot

question.

-11-



Point Two. Sixteen sections of surface

rights constitute only seven-tenths of one

per cent of the land within the Moose Range.

Is this a "substantial inroad?” None of the
conservation organizations which have supported
the proposal regard it as such, nor does this

Administration.

Point Three. The Kenai National Moose Range
already has producing oil and gas fields.
There are other existing oil and gas lease
rights in the area today. The specific
covenants in the agreement require that the
same continued surface management control as
exists today would continue to remain in the
hands of the Fish and Wildlife Service.
Therefore, in terras of surface use, it will
make no difference who owns the subsurface

rights.

Value of State Lands in the Beluga Area

The Jackman-Katz analysis indicates that the State
would be giving up control of the timing and
environmental impacts of development in the area.
Under the terms of the existing leases, the State
has virtually no control over the timing and

development. The lessee may develop when he



In-Region

wishes. Environmentally there might be some
advantage to maintaining ownership, however, the
State is still in an extremely strong position
with its air and water quality regulations and
there will undoubtedly be strip mining legislation
on the books well before development in this area

occurs.

Selection Pool of Surplus Federal Land

The Jackman-Katz analysis states that many of the
federal lands to be included in this pool would,
without this agreement, be available for State

selection.

The best estimate of the Bureau of Land Management
is that there might be 30,000 acres (1.3 townships)
of lands available for the in-region pool. Probably
the major portion of these (conceivably, all of them)
would not be available for State selection should
the Secretary decide in another settlement that

the lands should be available for Cook Inlet

Region. On the contrary, since the State has made
blanket selections throughout most of the region,
the State will take the position that most of the
unperfected public land entries or other reverted
interests within the region are already under

State selection and are therefore not available 1in

any case for the pool. IT the State exhausts 1its



free blocking privilege, it may continue to

block objectionable selections by substituting

other lands on a value for value basis. In addition,
the State at all times enjoys the option of
advocating that the Land Use Planning Commission
recommend that the Secretary exclude particular

parcels from the pool.

Swanson River Oil Revenues

The analysis indicates that the recent Comptroller
General opinion contends that the ftate Is not
entitled to its 90 per cent of the Swanson River
royalties (in a separate action not related to the
trade). The State"s position, reviewed by several
lawyers within the Attorney General®s office, as
well as the Attorney General, 1is that the State 1is
in a very strong position in this case. In fact,
the Attorney General®"s office has recommended to
the Commissioner of Revenue that the State should
consider the Swanson River revenues 1in all future
State income forecasts. We are informed that there
is a lively possibility that the Comptroller General
will reverse this position without the need for

legal proceedings.

Amendment of Statehood Act

The Jackman-Katz analysis indicates the following:

- 14 -



1. The amendment was needed to facilitate

this particular land trade.

2. This unilateral amendment of the act by
the federal government creates an undesirable

precedent.

3. By using the Secretary as an intermediary
in any such exchange, this amendment 1is

probably not necessary.

Point One. Neither the State nor Cook Inlet
Region felt or presently feels that this
amendment was necessary to consummate this
trade. The amendment was pushed by the
Secretary of the Interior, not out of any
paramount concern for Section 6 (i) of the
Statehood Act, but simply to allow the Secretary
himself to have more flexibility in land

trades. It has absolutely no effect on the

state legal framework for land disposals.

Point Two. There have been at least two

previous unilateral amendments tc the land
provisions of the Statehood Act by the U.S.
Congress without previous consultation with

the State Legislature. In those cases, as



in this, Congress was merely allowing the
State more freedom or flexibility to do
things which Congress originally constrained

the State from doing.

Point Three. The State concurs that the
amendment was probably not necessary. I the
amendment does anything, it merely confirms
the Alaska Legislature®s assumption, expressed
in the legislative history of the 1972 statute,
that Section 6(i) has never been an impediment
to transfers of the undivided estate to the
United States under Section 22(f) of the

Alaska Native Claims Settlement Act.

Important Point: As Mr. Katz has stated, the
United States Congress cannot by federal
legislation compel or authorize represen—
tatives of a state government to act outside
the statutory constraints set up by a state
legislature. In other words, although the
Congress may have confirmed the view that
the Secretary 1is not bound by Section 6(i)
from the federal standpoint, and although it
may have allowed the Secretary to trade for
other than equal economic value, Congress
has not authorized State employees to ignore
State statutes which speak to those two

points.



Impact on Proposed Talkeetna State Park

The analysis indicates that the three townships of
Native selected land presently within the park

proposal are not necessary to a viable park.

1. From a planning standpoint, these lands are
certainly appropriately contained within the park.
If the lands were to go into private ownership,
the State would almost certainly, at great future
cost to the State, find itself buying these lands

back.

2. The Administration was specifically asked last
year by the Senate Resources Committee to attempt
to remove Native selections from these areas so
that they could be addressed within the park

proposal.

2/12/76
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; STATE
of ALASKA

|*

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF LANDS

The Honorable Kay Poland ,

Chairman, Senate”Resources Committee

and the Honorable Nels Anderson. .

Chairman, House Resources Committee DAE February 11, 1976

suBjtd:  Cook Inlet Land Exchange Agreement

The following is the substance and comments made at the Joint Senate and House
Resources Committee hearing by myself regarding the Cook Inlet land excnange
on February 11, 1976.

| am the Deputy Director of the Alaska Division of Lands, Department of Natural
Resources, My involvement in the Cook Inlet land exchange has been minimal.

My first involvement was during the 1st half of 1975 to Tdentify some of the
résources in the general area 0f Beluga Lake and the fit. Susitna, On not more
than three or four other occasions was | asked for general t,yR_e information. At
no time was there ?roup staff review by the Professmnals within the division

to discuss and evaluate the negotiations that took place. This is a reason for
the conflicting testimony you Rave been receiving. No questions v/ere posed

to the Division of Lands’ staff to obtain professional opinioned comments re-
garding the merits of the negotiations.

My concern, questions and observations of the Terms and Conditions for Land
Consolidation and Management in the Cook Inlet Area as follows. There may be
ansv/ers to some of them, however without the benefit of staff discussion,they
remain as questions in my mind.

1. Congress has voided out the requirement for the state to retain
the mineral estate when land exchanges are involved, With this being
so, then why go through the exercisé of conveying title to the Bureal
of Land Management for reconveyance to the CIRI or the villages?

2. Even though Congress has voided the requirement to retain the
mineral estate, Alaska Statute 38.05.125 requires that all leases,
sales or grants_of state land contain a specific mineral reservation
(see attachment).

3. Under what authority is this exchange beinc consumated? Is it broad
powers of the Commissioner AS 38.05.020; the hbroad powers of the
director AS 38.05.035 or the provision, for exchan%e of native lands

AS 3895? Regardless of which authority, was it the intent of the
legislature to allow exchanges of this Size to be consumated without

a mineral reservation?

4. With . Congress chang!)ng the mineral condition of th,g Statehood Act,
IS a ratification vote by the Alaskan voters necessary’

5 It is my understanding that the Department of Interior has appealed
the decision as to the eligibility of some of the villages involved in
this agreement. Isn't it premature at this time to convey lands until
this is resolved?

6. D2 lands identified in Section Il of the Cook Inlet Trade are
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bemP conveyed to the State to protect fish and game values.
Wouldn't the D2 classification provide the same protection? In the
event the land did not ?et gut Into the D2 status, the lands v/ould
still be selectable by the State.

7. It the trade is desirable maybe the State should wait for the

CIRI to get title to their lands, and then make a 2-way, rather than a
3—wgy exchange. This way the State would acquire only ‘what it really
needs.

8. The land the State is to receive in the Kamishak Da5( area does not
incluyde the existing overland route to Lake Illiamna. 1 am not aware
of the significance of State ownership to these mountainous lands, a

RAW would™ probably be sufficient.

9. Does this agreement void out the requirement that the region must
select the odd - odd - even - even townships in the L1(a)(l) with-
drawal for the Chickaloon area? The agreement in Section |V states
that these conveyances constitute CIRI“full entitlement. This is a
Bureau of Land Management problem.

10.  From Bureau of Land Management concerns, | do not believe there
are any valid 12(a) selections in the Talkeetna Mountain area where
45 townships of 12(b) selections are to be made available. Or does
this agreement validate what the Bureau of Land Management considers to
be invalid selections in tliat area? This again is a Bureau of Land
Management problem,

11 It appears that the CIRI selection process can extend up to May
18, 1979,

12, Does this agreement really consolidate land ownership patterns for
which the state is trying to dccomplish?

13, Appendix C-3 identifies lands in an amount equal to 1/4 of the
acreage entitlements. |s_ this acreage Pool in addition to the five
acreafie pools identified in Aroendix”C-I A thru E?

14, Do acreage entitlements under these terms and conditions conflict
with the out-of-court settlement agreement between the Secretary and
the Governor dated September 1, 1971? Is so what prevails?

15. . Even though the Statgeg

eceives 2.5 times the acreage it is giving
up, is it an edqual value

| for the State?

16. How do vie arrive at equal values? Is it loossmle to determine
dollar values when such large acreage are involved and the subsurface
minerals are unknown? Did ‘the legiSlature intend that exchanges of
this magnitude not include a documented formal appraisal?

17. A selection pool for CIRI is to be made up from federal surplus
property, power sites and other reserves with certain exclusions.
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But how about if the Eagle River Powersite withdrawal was_included?
These |ands lie within the Chugach State Park boundary. The State
would like to have the opportunity to include these lands in the State
Park. There are other withdrawalS that have simular imoacts.

18 Federal lands at Point Woronzof, Point Campbell, Goose Lake and
Campbell Tract are to be reserved by the United States for early
conveyance to the State for park and recreation purposes. (See”
attached). This would then include the lands necessary for expansion
of the North-South runway at Anc_horage International Airport. ~Would
the park and recreation restriction then preclude construction of
this runway? Enlargement of the sewage treatment plant may also be.
effected. " These lands are within 2 miles of the Anchorage City limits
and wouldt not have been selectable by CIRI regardless of the exchange
agreement.

19. There is a surveyed school section 36 within the Campbell Tract.
If this Section is conveyed under the Recreation and Public Purposes
Act, is the Permanent School Endowment Fund precluded from revenues
from what was originally authorized? If this removes the School
Section identity, then ‘the States appeal to the Interior Board of
Land Appeals may be v/eakened regarding the school sections within the
Ton%ass National Forest that have been selected by some of the South-
east native villages.

20. | have represented the State in working on a land use plan for tho
Campbell Tract. This Frocess has been continuing for the last 10 months.
Conveyance of the Tract under the Recreation and” Public Purposes Act
will Serve the public interest as,lon? as_the Far North Bicentennial
Park master development plan remains tlexible enough to provide for
revisions to meet the cqmmun|t¥ needs. In all probability these lands
would have remained available Tor state selection.

d
21 The Attorney Generals office has on different occasions Prowde/the
Division of LandS with opinions re?ardlng the transfer of state land.
Regardless of the granting au,thonAE, the processes of AS 3'.05 %er-
taining to review and disCussion 38.05.305), appraisal (AS 33.05.310),
public” notice (A? 33.05.345) and the mineral réservation 6 33.0?.125)
are required. "It the State” legislature Is gom? to apPro,e this land
exchange, it would be most expedient if remedial legislation could be
included to void the necessity of these actions for the instance. It
seems nonsensical to me if we must review and. |s%us? thf |z1nd ’oarcels

to %onv.%Yed éo th% Eureau of, Lan Managsm]ent i the loca annn%.
authorities do not nave a veto power. “Tho same gquestion can be raised

in regard to appraisal. If the legislature determines this is an equal
value "exchange, why perform an appraisal. Compoundino the alopra|sal
Froblem is the impossibility to determine the fair market value of

arge blocks of land or the" mineral estate value of unknown mineral
quanitics. Public Notice as required in AS 38.05.345 will also serve
little purpose if the legislative directive is to exchange the land.

In order to clear the hurdle involving the mineral reservation le-
gislative relief is required.
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From the standpoint of Division regulations, all lands, except for
minerals disposal, must be classified (11 AAC 52). This again is
a papermill exercise if the legislature gives the direction to make
the exchange.

22. What is the action the legislature must take? Must you (_z!ve
approval to the exchange in itS entirety, reject it in itS entirety
oF can you approve it with modifications? Even though a side
agreement may be possible between the State and CIRIT there are
probldems with the State and Federal involvement that will not be
cured.

23, If action is taken to approve the exchange, a fiscal note v/ould
be in order. With the complex tracking that Will be required,
several people will be spending 100% of their time on implementation of
the exchange. A major impact on expense will be the amount of work
required as listed in item 2 above.

Respectifully submitted,

Dale P. Tubbs
Deputy Director
Alaska Division of Lands

Attachments



8 38.95.060 Alaska Statutes § 38.95.060

appropriation, funds necessary to carry out its functions under this
section. (84ch70 SLA 1972)

Editor’s note, — Prior to the 1973 created by the enactment by Con-
relocation of this chapter, this section qress of the Alaska Native "Claims
appeared as AS 38.15,00. ettlement Act. It is also the Purpose

~Section 1, ch. 70, SLA 1972, pro- of this Act to complement through
vides: “Purpose. It is the purpose of state policy, in a reasonable and fair
this. Act to implement the Alaska manner, the federal policy expressed
Native Claims Settlement Act (P.L. in that Act. _
92-203: 85 Stat. CSS; 43 U.S.C. 1G01 Leqlslatlve committee regort.— For
et seq.) by amending state law to reapor on ch. 70, SLA 1972 (CSI1B
resolve” those amblgumes, _conflicts ~ 731), see 1972 House Journal, p. S37.
and problems directly or impliedly

Sec. 38.95.060. Exchange of land, (a) With the consent of the
governor, a corporation organized under Alaska law pursuant to the
federal Alaska Native Claims Settlement Act (P.L. 92-203; 85 Stat.
G88; 43 U.S.C. 1601 et seq.) which would otherwise be entitled to
select land within the area withdrawn by sec. 11(a) (1) (A) and (B)
of the federal Act, which, however, has been selected by and pa-
tented to the state before December 18, 1971, may obtain up to
23,040 acres of this land, if it has not been disposed of or developed,
by exchanging land or interests in land with <he slate.

A Jb) 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 corpora-
tion 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.

(c). 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. (8 1ch 70 SLA 1972)

Editor’s note. — Prior to the 1973 Le%islative committee report.- For
relocation of Ibis chapter, this section reoort on eh. 70, SLA 1972 (t'SIIB
appeared as AS 38.15.000. 731), see 1972 House Journal, p. S37.

im
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January 15, 1975, to create a selection pool which shall consist, of all
the following_lands, within the exterior boundaries of the Conk Inlet.

Region, now in existence or hereafter coining into existence by Janu-

ary 15,1078:

(i) abandoned or unnerfected public land entries, provided
however, that the 1 nited States shall not be obligated to initiate
any adversary proceedings other than an adjudication by the
BLAT to determine if such entries arc abandonéd or unporféetcd,
and the burden of identifying such lands shall be on CIRT;

i) federal surplus loroperty;

iil) 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 Ciiakaciianma Lake reserve, if any are ever can-

celled or revoked:

tions as delined in Section 5(e) of ANCSA, except lliat, if such
lands are within a Section 11(a)(1) withdrawal area. lhey shall
he_subject to prior Vlll%%e Corporation selection.: properly tiled
prior to December IS, 1975: and _

w% any other federal lands as a?reed_by the Slate the Region
and the Sécretary, ineluding but not. limitéd to lands withdrawn
under Section 17(d) (1) of ANCSA and not withdrawn for any
other purpose.

The Secretary shall notify CIRI after any above-described lands
have been plaCed in the pool. "With the concurrence of CIRI. the Stale
ami any other concurrence that may bo required, under paragraph I-
C(1)(e) of this Document, the Secretary may, in Ins discrefion, con-
tribute 'to such pool ﬂrogertles of one of moré, of the foregoing cate-
ories from without the boundaries of ;ho Cook Inlet Region, provided
nat, properties described in subparagraphs (2)(u)(ng ami (_)ia)
(iii) of this. ara%ﬂph shall be removed from (lie pool 'if not sefected
by ("IRI within DDdays after the Secretary notilies CIRI that such
gropertles have been placed in the ?ool or valued by the Secretary in
u(bb%aragraprrP]Z(é:z of this dr., umenl whichever dale’is later.
.

(v) public lands created ?(}the reduction of federal installa-
e

ate shall he advised of all properties located within the

exterior Itnundarics of Cook Inlet Region to he placed in Ilie pool
described in subparaEraph 2(a) and may require Secretarial consulta-
tion with "he, Joint Cand Use Planning Commission with respect to
any specific piece of Property so included, except those in subpara-
raph 2(a) (1) hereof, to determine whether private ownership of
such property would Jie incompatible with reasonable Ia_nd-managg-
ment principles; provided, that the Secretary shall not lie bound by
any roeommeininlion of the Joint Land Usé PIannlng Commission,
The Secretary shall notify the Slate, CIRI and the Commission of
bis decision in writing. The Stale may conclusively object, to the iu-
X elusion in the pool of up to 1,500 of the acres, described in paragraph
2(a) (i) and 2(n)(iv), and additional lands within these, two cate-
gories may be 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 objection or which have been replaced by tho

State under this subparagraph shall, immediately upon their exclusion
or replacement from tho pooi thereby, be made available by the Secre-
tary to the State for selection_under tiic Alaska Statehood Act for a
period of IK) days to the exclusion of all competing claims or parties.
((jc) Unless specifically excepted by the Secretary, all tracts of iand
and 1mprovements theréto insaid pool shall be a?pralsed by one or
more a%pralsers mutually agreeable to CIRI and the. Secretary.
(d). CIRI sImll ke, entitled to select any tract of land from said
pool ‘in .exchange for its out-of-Region seléction rights, in part or in
whole, and /no %anm in sal isfaction thereof, in the Tollowing manner :
(1) any tract of land and improvements thereto specifically
excepted “from atppr_alsal by the Secretary as described in sub-
paragraph (<) of this Joar_ag_raph may be exchanged acre, for acre:
2? any tract of land mid improvements thereto valued by CIRI
-and the Secretary..after review of the agpralsals, at leSs than
. $500'per acre at fair market value, mny be exchanged acre for

acre

é!f)_any Imet, of laud and improvemenththereto valued b%/ CIRI

and tin* Secretary, after review of lbo appraisals, at $500 per
acre or more at fair market value shall boexchanged as follows-:

» A.(i) for each nciv of land in said tract.,’each valued incre-
incut, of $50(L or proportion thereof shall bo considered sn
acre of land or proportion thereof, in the same, proporta

esechereinafter called an “acre/equivalent”; and :

*._(i) any acrc/equivalents may ke exchanged for any acres

.of Cliwls ont-ol-region entitlément. ]

ge_.) Anything in the foregoing lorows_lons notwﬂhstandmg,-th_e SC-
lection pool created hereunder shall not include or allcct lands within
the I’oint. Woronzof. Point Campbell, (iooso Lake, and Campbell
tracts, to which CIRI waives any claim which it. may have had; and
such lamb, shall be reserved by tileUuited States for early conveyance J
10 the State for park and recreation purposes as an intégral part o f/
the. consideration for this Document. e

f) The Secretary shall utilize his best efforts to maximize the pool
through the use of ali available properties within the described cate-
%orles in order to enhance the oi)é)ortunltf){ for the land exchanges
"described_herein. If. by January 15, 10K the Secretary and the Cen-
eeral Services Administrator have not identified for tlie |>ool at least
1:35,2(() a*res. or nero/cquivalcnts of lands within the.exterior Ixmnd-
nrics of Cool; Inlet. Region, llie Secretary simll add to the pool an
amount equal to tin* dilTereiirc bit ween Rir.2-10 acres, or arre/cgiiivn-
loiits, and the numlier of acres so identified from tho following:

(1) with the consent, of the State, lands located within the
boundaries of the Region, withdrawn for the purposes of section
17%1)(1) of ANCSA. and valued by the. Secretary and CIRI at
$200 ‘per acre, or more. . o o _
~ (i) with (lie consent of the. Stale and OTRIyInnds described

in subparagraph I-_C(Z)QUE: this Document from without
tho exterior IxnindnricH of Cook Inlet Region. _ _
CIRI must, select.all hinds in the ]x»ol located within the Region which
arc valued by the Secreta[)y and CIR1 at $200 per acre, or more, until
CIRI lias selected i:)S,240 acres, or acre/equivalents ns described in*
subparagraph 0(i) of this paragraph.
07-000—75— o Tt
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BLM Alaska
February 9, 1976
Briefing Statement
CAMPBELL TRACT AS AFFECTED BY
PUBLIC LAW 94-204

The Act of January 2, 1976 (PL 94-204), an amendment to ANCSA, has
the following effects on Campbell Tract.

1 After ratification of the Act by the Alaska State Legislature,
the Campbell Tract lands can transfer to the State of Alaska,
but not before December 18, 1976.

2. .The lands will transfer under the procedures of the Recreation
and Public Purposes Act (44 Stat. 741? without consideration‘or
tho 640 acre limit, and must be used for public parks, recreation,
and public purposes.

3. Use and development will be in accordance with the "Generalized
Land Use Plan™ as outlined in the SeBtember 1974 Greater Anchorage
Area Borough Far Nojth Bicentennial Park Master Plan.

4. BIM may reserve up to 1000acreswithin theTract  forpresent needs

5. Present valid and exi_stinP rights within theTract will continue
éState.H|ghways, National Guard, City water ".el 1 permits, Chugach
lectric rights-of-way, etc.)

Significant acreages within the 6120 acre area known as Campbell
Tract which will not transfer under this act are:

BIM - 1000acres
State Highways -  40acres
National™ Guard - < 50acres |
Total 1090acres



The Act does not SEecify that Campbell Tract will ultimately be.
transferred to Anchorage for management and development, but this
has been the long range goal and Is still a valid precept.

A S“E(!1_ht|'y revised generalized land use plan by the State, City,
and BLM is in draft "staces. Upon public exposure, finalization
and acceptance by the State, City and BLM, the revised plan ma

be us?cd to replace the Borough plan as the covenant in the lan

transfer.
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Article 10. Parks and Recreation Areas.

Section _
295. Parks and recreation areas

Sec. 35.03.295. Parks and recreation areas. The commissioner
shall establish a policy and prescribe rules and regulations by
which parks and recreation areas, including public scenic overlooks
and cultural sites,, shall be developed and managed in a manner
that will best serve the interests of the people of the state. The
commissioner may classify public lands as parks, scenic overlooks,

cultural sites and recreation areas as long as the genera) intent of
this chapter is maintained. (§ 1art XII ch 169 SLA 1959)

Am, Jur. and ALfi references.— 39
Am. Jur., Parks, Squares and Play-
rounds, § 1 et seq.; 42 Am. Jur.,

Uses to which park property may
be devoted; power of legislature of
state officers, 18 ALR 1266; 63 ALR

ublic Lands, § 1 et Seq. 492: 144 ALR 509,
Article 11. Miscellaneous Provisions.

Section Section
300. Classification of lands 335. Deposits
305. Review , 340. Assignment
310. Notice nnd appraisal 345. Notices .
315. Public. nnd charitable use 347. Transfer of state land to cities
320. Occupied tide lands and sub- 348. Grants of land after natural

merged lands disaster
325. Homestead entry 11, Disposition of statu Innd for
330. Permits flood control projects

Sec. 38.05.300. Classification of lands. The director shall make a
preliminary classification for surface use of all lands in areas where
he considers it necessary and proper for future development. The
classification, together with a land use plan, shall be transmitted to
the commissioner for his approval, modification, or rejection. This
section does not prevent reclassification of lands where the public
interest warrants reclassification, nor does it preclude multiple
purpose use of lands whenever dill'orent uses are compatible. No

(~state land, water, or land and water area shall, except by act of the
Xstate legislature, be closed to multiple purpose use, if the area in-
Ivolved contains more than 640 acres. (8 lart Il ch 169 SLA 1959;

am §2 chill SLA 1061)

Cross reference.— As to stntc Innd  the Chonu River Recreation Aren; ch.
and water restricted to use as public 61, SLA 1966, Temporary and Special
recreation areas and state [])arks, see  Acts, which creates the” Nancy Lake

AS 41.20; ch. ,2?, SLA 1967, Tempo-  State Recreation Area,

rary and Special’ Acts, which crcltea

Sec. 38.05.305. Review. Except for land disposed of under
SfiT*20~6fThis chapter, no land in or adjacent to an incorporated
municipality or other organized community may be sold or leased,
or a renewal lease issued, until the proposed use of the land has

been studied and reviewed jointly by the director and local autho-
rized planning agencies. (8 2 art 11 ch 169 SLA 1959)

Sec. 35.05.310. Notice and appraisal. No land may be sold or
leased, or a renewal lease issued without public notice, except in
the case of an oil or gas or mineral lease, unless it has been ap-
praised within 90 days before the date fixed for the sale or lease.
When land is offered at public sale but is not sold and is available
at private sale, no reappraisal is required unless the director con-
siders that a change in value of the lands may have occurred. A
grazing lease may be granted to a lessee of federal grazing lands
without prior appraisal, if his federal lease was cancelled to al-
low the state to select the lands under lease. No land may be sold
or leased for less than the approved, appraised market value, ex-
cept as provided in 88 315 and 320 of this chapter and 8§ 75—85
of this chapter. ($ 3 art 1l ch 169 SLA 1959; am § 5 ch 61 SLA

1960)

Sec. 3S5.05.315. Public and charitable use. (a) The lease, sale, or
other disposal of state land or resources may be made to a state or
federal agency or political subdivision,for the lease, sale, or other
disposal of coal deposits suitable for milling may be made to a util-
ity owned and operated by a government agency or nonprofit coop-
erative association organized to participate under the Federal
Rural Electrification Act for the purpose of generating electric
power and energy or the production of process stcamT/or both, for
less than the appraised value as determined by the director and ap-
proved by the commissioner to be fair and proper and in the Lest
interests of the public, with due consideration given to the nature
of the public services or function rendered by the agency, subdivi-
sion, or utility making application, and of the terms of the grant
under which the land was acquired by .he state.

(1)) Notwithstanding SS 70—80, 95, and 100 of this chapter the
director, upon application filed by an applicant eligible under (b) —
(d) of this section, may, by negotiation and without public auction
in the manner prescribed in (b) —(d) of this section, lease state
land for a term of not more than 55 years. Before leasing, the di-
rector shall prepare a land use plan and a land classification to in-
sure that the proposed use is compatible with area utilization. Be-
fore the land may be leased under (b)— (d) of this section, it must
be shown to the satisfaction of the director that the land is to Le
used for an established or definitely proposed project, and t.iat the
eligible applicant has the fina-mal ability to carry out the project.
The commissioner may establish limitations on the acreage which
may be leased under (b)—(d) of this section to an applicant.

(c) Eligible applicants under (b)—(d) of this section are



sustained yield principle, subject to preference among other bene-
ficial uses. The director may negotiate sales of timber or materials
without advertisement and on tho limitations, conditions, and terms
which he considers are in the best interests of the state, subject
to the approval of the commissioner. However, not more than 500
M.3.M. of timber or more than $2,500 of materials may be sold by
nonadvertised, negotiated, sale to the same purchaser within a one-
year period.

(b) Negotiated sales for timber or materials not exceeding a
value of $250 ave exempt from the provisions of AS 34.15.150.
(82 art VI ch 1G9 SLA 1050; am § 1 ch G5 SLA 10G0)

Sec. 3S.05.120. Disposal procedure. Timber and other materials
shall be sold either by sealed bids or public auction, depending on
which method is determined by the commissioner to be in the best
interests of the state, to the highest qualified bidder as determined
by the director. An aggrieved bidder may appeal to tho commis-
sioner within five days after the sale for a review of the director's
determination. The sale shall be conducted by the director or his
representative, and at the time of sale the successful bidder shall
deposit the amount specified in the terms of sale. Tho means by
which the amount of deposit is determined shall be prescribed by
appropriate regulation. The director or his representative shall im-
mediately issue a receipt containing a description of the timber
or materials purchased, the price bid, and the terms of sale. The
receipt shall be acknowledged in writing by the bidder. A contract
of sale, on a form approved by the attorney general, shall be
signed by the purchaser and, following Ihe approval oi the com-
missioner, the contract shall be signed by the director on behalf
of the state. The director, with the approval of the commissioner,
may impose conditions, limitations, and terms which he considers
necessary and proper to protect the interests of tho state. Viola-
tion of any provision of this chapter or the terms of the contract
of sale subjects the purchaser to appropriate legal action. (§ 3
art VI ch 169 SLA 1059; am § 13 ch 61 SLA 19G0; am § 3 ch
137 SLA 19G2;am § Ich 200 SLA 1970)

Article 5. Reservation of Rights to Alaska.

Section Section
12> Reservation 130. Damages nnd posting of bond
Sec. 3S5.05.125. Reservation. Each contract for tho sale, lease
or gr.nnt._of state land, and eacFfdced to'state land, properties or
interest in state land, made under 8§ 315—325 of this chapter
or 88 45—120 of this chapter, except for those lands originally ac-
quired by purchase, exchange, condemnation, gift, escheat or
.foreclosure are subject to the following reservations: “The party

of the first part, Alaska, hereby expressly saves, excepts and re-
serves out of the grant hereby made, unto itself, its lessees, suc-
cessors, and assigns forever, all oils, gases, coal, ores, minerals,
fissionable materials, and fossils of every name, kind or descrip-
tion, and which may be in or upon said lands above described, or
any part thereof, and the right to explore the same for such oils,
gav.'vs, coal, ores, minerals, fissionable materials, and fossils, and
it also hereby expressly saves and reserves out of the grant here-
by made, unto itself, its lessees, successors, and assigns forever,
the right to enter by itself, its or their agents, attorneys, and ser-
vants upon said lands, or any part or parts thereof, at any and
all times, for the purpose of opening, developing, drilling, and
working mines or wells on these or other lands and taking out
and removing therefrom all such oils, gases, coal, ores, minerals,
fissionable materials and fossils, and to that end it further ex-
pressly reserves out of the grant hereby made, unto itself, its
lessees, successors, and assigns forever, the right by its or their
agents, servants and attorneys at any and all times to erect, con-
struct, maintain, nnd use all such buildings, machinery, roads,
pipelines, powerlines, and railroads, sink such shafts, drill such
wtl.s, remove such soil, and to remain on said lands or any pa.rt
thereof for the foregoing purposes and to occupy as much of said
lands as may bo necessary or convenient for such purposes hereby
expressly reserving to itself, its lessees, successors, and assigns, as
aforesaid, generally all rights and power in, to, and over said
land, whether herein expressed or not, reasonably necessary or
convenient to render beneficial and efficient the complete enjoy-

ment of thel%)perty and rights hereby expressly reserved.” (§ 1

art VIl ch SLA 1959; am § 14 ch GL SLA 1960; am § I ch
42 SLA 1950)

Legislative committee report.—For
report on ch. 42, SLA 1900 (HB 387
am), see 1900 House Journal, p. 492.

Sec. 3S5.05.130. Damages nnd posting of bond. No rights shall be
exercised by the state, its lessees, successors or assigns under the
reservation as set out in § 125 of this chapter or until the state, its
lessee, successors, or assigns make provisions to pay to the owner
of the land full payment for all damages sustained by the
owner, by reason of entering upon the land. If the owner for any
cause refuses or neglects to settle the d mages, the state, its les-
sees, successors, assigns, or an applicant for a lease or contract
from the state for tho purpose of prospecting for valuable minerals,
or option contract or lease for mining coal or lease for extracting
petroleum or natural gas, may enter upon the land in the exercise
of the reserved rights after posting a surety bond determined by
the director, after notice and an opportunity to be heard, to be
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PART 6. LANDS

Chapter
52.  Land Planning and Classification

54. Disposal of Lands

56. Homesteading

58.  Leasing of Lands

60. Grazing Leases

62. Tide and Submerged Lands

64.  Shore Fisheries Leasing

68. Land Platting and Vacating

72.  Water Use

76. Timber and Material Sales

80.  Pipeline Right-of-Way Leasing

82.  Mineral Leasing Procedure

83.  Oil and Gas Leasing

g4. Other Leasable Minerals

86.  Mining Rights

88.  Practice and Procedure

92.  Forest Protection

9. Miscellaneous Land Use

98.  General Provisions (no regulations

filed)

CHAPTER 52. LAND PLANNING
AND CLASSIFICATION

Section

10.  Short title

20.  Unclassified lands

20. Classification

40.  Agricultural lands

50. Commercial lands

60. Grazing lands

70. Industrial lands

SO.  Material lands

90. Mineral lands

too.  Public recreation lands
110.  Private recreation lands
120. Residential lands

130. Reserved use lands
14> Timber lands

ISO.  Utility lands

160. Watershed lands

170.  Resource management lands
ISO.  Open-to-cntry lands
190. Reclassification

200.  Multiple use

210.  Preparation of plan
220. Definitions

Il AAC 52.010. SHORT TIT'L.E. This chapter
pertains to the classification of lands of the
Stale of Alaska under the juiisdiction of the

NATURAL RESOURCES

1 AAC 52.010
11 AAC 52.030

Division of Lands, Department of Natural
Resources, and related matters. The intent of
this chapter is to establish a system of land
classification ~ which  will  encourage the
maximum development and utilization of all of
Alaska’s land resources consistent with the
public interest. This chapter may be referred to
as the "Land Planning and Classification
Regulations.” (EIf. 7/1/60, Reg. |;am 5/23/64.
Reg. 16)

Authority: AS 38.05.020

AS 38.05.300
AS 41.20.020
11 AAC 52.020. UNCLASSIFIED LANDS. All
lands shall, upon ir isfer to the state’s
jurisdiction, be unclassified in status. The

disposal of minerals only shall be permitted on

unclassified lands. All .other.djsppsais of lands

and resources shall be permitted only after the

lands have been classified. (HIT. 7/1/60, Reg. I
7un 5/2T/64* iTcg'l6)"

Authority: AS 38.05.020

AS 38.05.300

AS 41.20.020

[ AAC 52,030. CLASSIFICATION.J.ands
Shall, be. classified, into one or more. o.f.llic
following  categories:  agricultural  lands,
commercial lands, grazing lands, industrial lands,
material lands, mineral lands, private recreation
lands, public iccreation lands, rcscived use lands,
residential lands, timber lands, utility lands,
watershed lands, resource management lands or
open-to-cntiy lands.

Classification shall become effective upon the
noting of such classification upon the public
records maintained by the division.

The classification of lands as agricultural lands,
commercial lands, industrial lands, private
recreation lands, public recreation lands,
reserved use lands, residential lands, w.dashed
lands,  resource  management lands  or
opcn-to-entiy lands shall close said lands to the
removal of minerals therefrom, except upon the
issuance of a mineral or mining lease or permit
for such removal. No classification, however,
shall preclude the disposal of limber and
materials unless deemed inconsistent with the

11-160



Maska j§iaie Jizgislzdmz

JUNEAU. ALASKA

March 4, 1976

MEMORANDUM

T0: ALL MEMBERS
FROM: SENATOR KAY POLAND

We have received coPies of the Complaint and Memorandums fiied
against the Cook Inlet Land Trade in Anchorage Superior Court,
and they are hereby"transmitted for your information.

These documents, together with the comments of Dave Jackman and
Michael Smith, sent™you earlier, should give you a reasonable
resume of the basic 1ssues.

The earlier packet contained a transcript of the Anchorage
testimony plus written material received since that date.
Tapes of the Juneau testimony are available but not trans-
cribed because of repetition:

The entire matter will be calendared early next week, The
Senate Resources Committee has endeavored” to secure testimony
from every source for your information.



IN 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,

Flainti ffs,

VS.

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

Defendants.

I No. /J*

COMPLAINT t'r DECLARATORY
JUDGMENT AND PI IANENT INJUNCTION

r Plaintiffs, HAROLD U. GALLIETT, JR. and J. R. LEWIS,
citizens and taxpayers of the State of Alaska, pursuant to
Alaska Civil Rule 23, and on behalf of all citizens and tax-
Ipayers of the State, complain and allege as follows:

i

. COUNT ONE
|

Plaintiffs hr.ve been and now are residents, citizens and

rtaxpayers of the State of Alaska and reside in Anchorage, Alaska.

@aDefendants are. the SLaLo and its Governor, Commissioner of

]
‘Natural Resources and Director of Division of Lands.

Plaintiffs arc commencing this action in order to per-
manently enjoin the state from participating in an exchange
of lands involving the alienation of subsurface mineral rights

belonging to all. the people of the State of Alaska. This



attempted alienation is in violation of the Constitution of the
United States, the Constitution of the State of Alaska, the
Alaska Statehood Act, and Title 38, Alaska Statutes.
11
In 1955 the then Territory of Alaska, through its legis-
lature, provided for a constitutional convention. Elected
delegates adopted a constitution on February 5, 1956 which
was ratified by the people of Alaska on April 24, 1956.
1V
This constitution adopted by the people of Alaska served
as a basis for subsequent petitions to Congress for statehood
and constituted an offer to accept the privileges and responsi-
bilities of that status 1in accordance with the terms of said
constitution.
\%
Article VIIl, Section 9 of the Constitution of the* State
of Alaska provided in part: as follows:
Section 9. Sales and Grants. Subject to
the provisions of this section, tho legis-
lature may provide for the sale or grant
of state lands, or interests therein, and
establish sales procedures. All sales or
grants shall contain such reservations to
the State of all resources as may he required
by Congress or the State and shall provide
for access to these resources.
\A|
Two years after the people of Alaska adopted the above
constitutional provisions, Congress passed |Ik™* ALaska Statehood
AcL, approved on July 7, 1958. Sec. 6(i.) of the Statehood Act
is a direct response hy Congress to the provisions contained
in Article VII1l, Sec. 9 of the Alaska Constitution set forth
above. The Alaska Statehood Act. stated in this sect ion as

follLows:

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 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, - e ..

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 he Tforfeited to the
United States by appropriate proceedings instituted hy the
Attorney General.

\AR

By Public Law 92-203, 85 Stat. 688, approved December 18,
1971, Congress enacted the Alaska Native Claims Settlement: Act.
This Act provided for the fair and just settlement of all claims
by native groups 1in Alaska based upon their aboriginal Iland
claims. All prior conveyances of public land pursuant 1l
federal lav; and all tentative approvals pursuant to Sec. 6(g)
of the Alaska Statehood Act were declared to lie an extinguish-
ment of the aboriginal title of Alaska natives. The Act
further provided for 12 geographic regions within tho Stele
and Tfor appropriate regional native corporations which were
given the right to select, land and share in the revenues from
ihe 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 in which the village
is located, plus an area tliat would make the total selection
equal, to the acreage to which the village was entitled under
See. 14 of the Act .

VTIT

Because of existing federal withdrawals, state land .selec-

tion and other non-native settlement patterns within the Cool;
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Inlet region, Cook Inlet Region, Inc., n native’corporation
was not able to select lands which it considered of like and
similar character under Llie formula established by the Alaska
Native Claims Settlement Act. For approximately three years
following the enactment: of this Act:, Cook Inlet. Region, Inc.
negotiated with the Secretary of the Interior 1in an nlLtempr
to insure its land selection of a similar and like character.
IX

Cook 1Inlet Region, 1Inc. was dissatisfied with tho.:.1
negotiations with the United States Department oC the Interior,
and it filed suit in a District Court. Negotiations continued,
however, and the solicitor for tha Department of Interior made
an offer to convey to Cook Inlet Region, Inc. ten surface and
fifteen subsurface townships within the Kenai National Moose
Range, including the Swanson River oilfield, as well as addi-
tional federal Ulands in the than Greater Anchorage Area borough.
These lands included land at Point Woronzof, Point Campbell,
and a sizable portion of the Campbell air strip tract. Cook
Inlet Region, Inc. declined this offer and it was Jlater withdrawn
by the Department cf the Interior.

X
The United States District Court ruled in favor of the

Secretary of the Interior and against Cook Inlet Region, Inc.

in February of 1975. Ponding the appeal of the cure to the
iNinth Circuit Court of Appeals, Cook Inlet Region, Inc. appealed
toCongress forlegislativerelief. Despite thefact tli.it

Cook JnlcL Region problems were solely with and concerning Iho
federalgovernment andfederal land, the Staleentered 1into the
negotiations in an attempt to help solve the problems between

the Cook Inlet. Region and the federal government .

i
>%
E
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Tho United States District Court ruled in favor of |Ih
Secretary of the Interior and against Cook Inlet Kedrin, Inc.
in February of 1975. Pending the appeal of-the case- to the
Ninth Circuit Court of Appep”1~yYlook Inlet Region, Inc. appealed
to Congress for Icgisl iof. Despite the Tfact Lh;ii
Cook Inlet f(c:Q.o(y were solely with and concerning ihe
federal government and federal Uland, Lhe State entered into
the negotiations in an attempt to help solve Lhe prohLetus between
the Cook Inlet Region and Lhe federal government.

i The State, Cook Inlot Region, Inc., and the Department
| of the Interior entered into the negotiations concerning the
exchange of lands pursuant, to Sec. 7.2(f) of the Alaska Native
j|CIaims Settlement Act which provided as follows:
The Secretary, the Secretary of Defense,
and the Secretary of Agriculture are authorlaed
to exchange any lands or interests therein
t in Alaska under their jurisdiction Tfor lards
or interests therein of the Village Corporal i.mis,
Regional. Corporations, individuals, or the
State for the purpose of effecting, land consoli-
dations or to facilitate the management or de-
velopment of the land. Kxetinngos shall he
on the basis of equal value, and either party

to the exchange nay pay or accept cash 1in order
l.o equalize Lhe value of Lhe properties exchanged.

U X1 i

Pursuant Ll.o the exchange provisions cited above, the Slate
volunteered the trade of various patented lands to the Dep -
:menl of the Interior for excnange and grant to the Cook Inlet

, Region, Tne. The terms of the set Ilew nt i.vre, in summary, that

the State of Alaska obligated itself to convey Jlands to the

United Stales for exchange with Cool; Inlet: Region, Inc. in

accordance with "Terms and Conditions for hand Consolidation and

EManagement in Cook Inlet Area"™ made a part of the report from

_



the Committee on Interior and Insular Affairs accompanying
HR 6644, the amendment Lc> the Alaska Native Claims Settlement
Act. Further, Cook Inlet Region, 1Inc. was to dismiss its law-
suit in the case of Cook Inlet: v. Kleppa, 75-2232, Ninth Circuit
Court of Appeals; and other native village selections under
Sec. 12 of the Settlement Act concerning lands within Lake Clark,
and other areas outside the Cook Inlet Region, Inc., would be
withdrawn to enable the exchange to take place by substituting
land outside Cook Inlet region. These terms arc summarized in
Sec. 12(a) of Public Law 94-204, known as Alaska Native Claims
Settlement Act Amendments, approved January 2, 1976. Sec. 12(¥F)
of the Amendments states that all. conveyances of lands made or
to be made by the State of Alaska in satisfaction of the Terms
and Conditions "shall pass all of the state®s right, title, and
interest in such lands, including the minerals therein, as if
those conveyances were made pursuant to Sec. 22(f) of Lhe
Settlement Act."
X1l

See. 1/ of the Amendment purports to amend See. 22(f) of
the Alaska Native Claims Settlement Act by staling that in any
exchange made pursuant to Sec. 22(f), the State may convey Its
lands, "free of the restrictions of Sec. 6(1) of the Alaska
Statehood Act."

X1V

In the "Terms and Conditions™ contained within the report,
accompanying HR 6644, Sec. 1l at 1'. 42, the State of Alaska was
asked to give its consent to the exchange and settlement agree-
ment within sixty days of the commencement of the 19/6 session
of Lhe Alaska State Legislature. Upon such consent being, given,
the State of Alaska is bound to co-vey to tlie United States for

reconveyance to Cook 1InlLet Region, 1Inc. the lands set Tforth



within the ""."eras and Conditions." iritiffs allege on infor-
mation and belief that, said consent must: be given, 1if at all,
prior to March 12, 1976.
XV

In an attempt to implement Sec. 22(f) of the Alaska Native
Claims Settlement Act, the Alaska legislature, in 1972, enacted
vthat is now Sec. 38.93.060 Alaska Statutes which authorizes the
exchange of state land with a native corporation "with the con-
sent of the governor," when the purpose is to effect land con-
solidations or to facilitate the management or development of
the land. Similar to ANCSA, Sec. 22(f), the Alaska Statute pro-
vided that exchanges shall be on the basis of equal value, with
either party being allowed to accept or pay cash 1in order to
equalize the value of the properties exchanged.

XVl1

The governor and the SLate, through its Commissioner of
Natural Resources and Director of the Uivisiot of Lands, is
proposing to give away Qlarge parcels of land and is also pro-
posing to convey the subsurface mineral rights in such a manner
as would convey all the coal,oil and gas resources of Ilie lands.
The State 1is proposing to give away the following estimated
resources:

Present value of coal $6,732,000,000

Minimum probable present
value of oil and gas 62,300,000

Present value of surface
esfa to 631,603 ,000

TOTAL $3,266, 101>, 1)00
The State proposes to receive the following estimated
value as a result of lhe exchange:

Present value of surface
estate 163,917,660



ﬁ From tho above summary of the exchange values, the not result
i to the State of Alaska is as follows:
Net loss $5,080,187,500

XVl

ot

The proposed conveyance violates the Alaska Constitution
< and its compact with the federal government through the Alns.-w.

; Statehood Act. The Alaska Constitution and the Al aa State-
v

hood Act prohibit any conveyances, deeds, grants or rales or

- state lands without reservations to ail the people of the State

r

J of the mineral rights contained therein.

[ XViii

The exchange of land as proposed by the Hammond Adminis tra-
il
ifion fails to effect land consolidations or to facilitate the

management or development oi: the land as required by A.S. 35.53.060.

¥ - XiX
- There 1is no adequate remedy at law for plaintiffs and the

=taxpayers and citizens of the State of Alaska to effect: redress

, should this illegal conveyance take place. Damages <=oulci be
astronomical for the replacement of the values of tho coal, oil
and gas reservesand resources. In any event, damages v/ould have

to come from thetreasury of the State of Alaska, which con-

sists of assets already owned by the people of the Stale. Iﬁ

e this proposed exchange 1is not permanently enjoined, the plalLn-
tiffs and other citizens and taxpayers of the State of Alaska

' will suffer irreparable harm on the magnitude of billions of
dollar?® in lost resources.

L] COUNT THO

i T

i Plaintiffs reallege Paragraphs 1 through XTX of their

JFirst Count herein.
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Article VIII, Sec. 9, Constitution of the SLaCe of Alaska,
subject to tho reservation to the State of all resources, allows
the Legislature to provide for the sale or grant of state lands,

Tor interests therein, and specifically allows for the establish-
ment of sales procedures.
11
Pursuant to this constitutional authority, the Alaska legis-

,fature in Sec. 3S5.05.045, Alaska Statutes, provided 1in part as

ﬁfollows:
¥ All lands ov/ned in fee by the state or
to which the state may become entitled,
3 excepting tide, submerged or shore lands ,
and timber or gracing lands, may be sold
as provided in $45-69 of this chapter.
i
1 Sec. 38.05.035, Alaska Statutes, states 1in part as follows:
i Except as provided in §315(l) c: this

chapter, the sale shall he made at public
auction to Lhe highest: qualified bidder
as determined by the direct” r.
See. 38.05.125 A.S. states that each contract for the sale,
mlease or grant of state land, and each deed to state land, prop-
erties or interest in state land, made under Sec. 315-325 of
this chapter or Sec. 45-120 of litis chapter, . . . is subject to
1the reservation that: the State of Alaska "expressly saves,
excepts, and reserves out of the grant, hereby made, unto itself,
ts lessees, successors, and assigns forever, all oils, gases,

"ecoal, ores, minerals, fissionable materials, and Tfossils of

‘every name, kind or descTiption, ..

I VT
|
- Sec. 38.05.310, Alaska Statutes, states that no Jland may

”be sold or leased for less than the approved, appraised market

value.



VI
If See. 3S.05.125, Alaska Statutes, providing for the
reservation to the State of all mineral right;;, is not in
violation of Article VT.1l, See. 9, Constitution of Alaska, the
reservation must apply to alj authorized and legal state sales
or grants 1in accordance with the contractual and compact pro-
visions of Article VIII, Sec. 9, Constitution of Alaska and
Sec. 6(i) of the Alaska Statehood Act. In this event,
Sec. 38.95.060, Alaska Statutes, providing for the exchange of
land with a native corporation would not be in accordance with
the public auction and competitive bid requirements set Tforth
in Sec. 38.05.045-120, Alaska Statutes.
Vil
If the State is assuming for the purposes of the proposed
exchange transaction that Sec. 38.95.060 (exchange provision)

is outside the scope of the auction and competitive bidding pro-

visions, and outside the reservation of mineral rights provisions,

then See.38.95.060 and See. 38.05.125 are in violation of
ArticleVlll, Sec. 9 of the Alaska Constitution and the compact
provisions between the Constitution and t.lie Alaska Statehood
Act. The proposed exchange is, therefore, 1illegal.

COUNT THRUM

Plaintiffs reallege Paragraph J through XIX of their First

Count herein.
Arcicic VIII, Sec. 10 of the Constitution of the State of
Alaska states as Tfollows:
No disposals or leases of state lands,
or interests therein, shall lie made without
prior public notice and other safeguards of

the public interest as may be prescribed by
law.

mi0-
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Although the State ha;; conducted numerous hearings on the
proposed Hand trade, the actual Jlands to be made the subject
of the trade with the native corporation have not yet been tle-
. termined. In accordance with Sec. 12(b) of the Amendments of
ANCSA, and the "Terms and Conditions,"™ the Cool: Inlet region Ls
;allowed to select lands from various "pools." How much of the
Beluga coal land and other lands now belonging and patented
P
, to the State will be selected from these "pools"™, and the exact
flocation and value of such lands, still has yet to be determined

rand probably will not be determined until long after the Governor

: gives his consent.

=3

[ in
r The public notice requirements of Article VIII, Sac. 19
>of the Alaska Constitution have not been comnliod with insofar
as said provisions must require that notice rot only be given
of the exchange, but of the value and appraisals of the resources
and surface rights contained therein, and the exact nature of the
L
1 trade so as to give the public real notice of what is contcvt-
iplated in terms of economic impact to the State Treasury now
"and in the future. Without these additional fact:;, nati.ee in
meaningless and ineffective.
[
IV
i Article VIIIl, Section 10 also requires "other sifeguard
of tl.e public interest as r.tay be prescribed by law™ as a part
jJof a notice requirement prior to disposal of state lands, Iiain-

1
_tiffs allege that tlie terms of the proposed sale to this date

jremain iiulotcnninnte, iiulefinile, ami <f sncli an ambiguous iv.lure
that the public has received inadequate notice of the economic
iconsequences of the proposed exchange. Kven 1lie legislature

is unable to prescribe safeguards because it, |like the plain-

| ——
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tiffs, has no exact knowledge of specific lands and resources
involved. The proposed exchange, therefore, violates Article VIII,
Section 10, Constitution of the State of Alaska.

COUNT FOUR

Plaintiffs reallege Paragraph 1 through XIX of their First
Count herein.
Article VIIl, Section 17, Constitution of Lhe 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.

i
Plaintiffs allege that Lhe proposed land trade involving
the Cook Inlet region violates Article VTII, Section 17 of the

Alaska Constitution in that the trade or exchange will result in

valuable state resources being conveyed to a privatecorporation
for loss than Tfair value and for the use and benefitof less
than all. citizens of the State of Alaska.

1V

The purported and invalid attempt or. the part oT Congress
to waive provisions of the Alaska Statehood Act , requiring
reservation:! of till minerals for the benefit of all critize
of the Slate, and the purported and invalid attempt of the State
to convey the mineral riths underlying state lands 1in violation
of the State ConstiLotion, results in the application of federal
nnd state law which 1is not uniform and which does not apply
to all citizens of the State equally. The Stale through the
proposed exchange 1is violating the intent and purpose of

Article VIIl, Section 17, Constitution of the State of Alaska.



COUNT FIVE

Plaintiffs reallege Paragraph T through XIX of Lhei.r
First Count he n.
||
See. 38.95.060, Alaska Statutes, providing for Lhe
exchange of state lands with lands owned by the regional cor-
poration, cannot and does not purport to .Urfnd, change or
waive the provisions of Article VIIl, Sec. 9 of the Alaska
Constitution and Sec. 6(i) of the Alaska Statehood Act, both
of which require that all deeds or grants of state lands reserve
to the State all mineral rights contained therein.
[

The purported land exchange between the State and
the Cook Inlet Region, 1in addition to conveying subsurface
mineral rights in violation of Article VIII, See. 9 of Lhe
Alaska Constitution nnd Sec. 6(i) of Lhe Statehood Act, 1is also
in excess of the authority set forth in Sec. 38.95.060, Alaska
Statutes, which does not in any manner refer to subsurface
mineral, rights as a part of the exchange.

COUNT STX

Plaintiffs reallege Paragraphs f through XIX of their
First Count herein.
IT
See. 6(i) of Lhe Alaska Statehood Act in conjunct ion
with Article VIT"i, Section 9 of the Alaska Constitution created
a compact which thereafter and until amended accord itig to law,
guaranteed to all the people of the State o0 “ Alaska that the

mineral resources of the Slate would ho retained by the Slate

and its citizens. The grant of lands from the federal government®



to the State was expressly conditioned upon the State preserving
the mineral rights for all its citizens, and the StalLe cannot
now legally, without a proper vote of the people as required
to amend the Alaska Constitution, convey said mineral rights
and thereby bestow a special benefit on any person or corporation,
public or private, at the expense of the citizens of Alaska.
m

The Alaska Statehood Act and the Alaska Constitution place
the State 1in the position of trustee over the mineral resources
of the citizens of the State, and the State cannot now legally
abdicate 1its duty as trustee without the consent of its citizens
any more than it could abdicate its police powers and duty to

protect persons and their property.

cotnT-fFrix- 9 & aJ

Plaintiffs reallege Paragraphs |1 through XIX of their
First Count herein.

IT.

Sec. 38.95.060, Alaska StalLut.es, providing for the exchange
of land, states that a corporation organi wd wunder Alaska law
pursuant to the federal Alaska Native Claws Settlement Act:
may obtain "up to 23,060 acres of state land."

11

The purported land exchange between the Stale and the Cook
Inlet Region purports to grant far 1in exc«..-s of 23,060 acres
of state land; to the contrary, Lhe proposed exchange Voiild
involve ove<”~600,000 acres) Therefore, even if See. 38.95.060,
Alaska Statutes/ is a valid delegation of legi lalive authority to
the Governor, /the proposed exchange 1is not within the limitations

imposed by I1/is section.

-16-
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Plaintiffs reallege: Paragraphs | through XiX of their

FirstCount herein.

Sec. 38.95.060, Alaska Statutes, states as follows:

(c) Exchanges 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 J
exchanged.
y H I |
The proposed exchange of lands between the State and
1 Cook Inlet region are not based upon equal value. The State
x

4 has notconducted adequate appraisals of the coal and other natural.
j resources underlying the lands attempted to be exchanged in
1this transaction, and the State is proposing to give away coal
ir)fresources which ultimately may be of more value and benefit
LI to the State of Alaska than the *Tesources underlying the Prudhoe
Bay oil fields.
\

The State is attempting to exchange state lands involving
enormous coal resources in exchange for lands which, although
useful for park and recreational purposes, contain little
inherent value. See. 38.95.060(e) incorporates crne concept

ﬂ of "cash" in equalizing values, and tho actual monetary
libenefits and disadvantages should be the pri?nary factor in de-
utermlnlng equality in this proposed exchange. Although park
'nnd recreational lands do have value to tho Slate, the enormity
and magnitude of the economic value and benefit to the Stale
of 1.ts mineral rights far outweigh any assertion on the part
| of the State that the proposed exchange is on the basis of equal

i
J value.



COUNT -EIGHT- /V//V<S"™

Plaintiffs reallege Paragraphs 1 Lhrough XI1X of their
First Count herein.
||
Sec. 17 of the Amendments to the Alaska Native Claims
Settlement Act, which purports to allow the State to convey
its lands in conjunction with the Cook Inlet Region settle-
ment free of the restrictions of Sec. 6(i) of the Alaska State-
hood Act, 1is a unilateral attempt on the part of the Congress
to waive and amend the compact provisions of the Statehood Act
in order to obtain state lands and their underlying mineral
rights for the sole purpose of effecting a federal settlement
with the natives of Alaska.
11
The purported attempt of Congress in Sec. 17, to authorize
the disposal of state lands contrary to the Alaska Statehood
Act and tho. Alaska Constitution, 1is in violation of the Supremacy
Clause of the Constitution of the United States. This clause
declares that the laws of the United Stales shall he the supreme
law of the land, but also directly limits Lhe supremacy to that
area solely within tho sphere of lawful federal power and that,
area not reserved to tho status hy the Tenth Amendment.
1v
Amendment X of the Constitution of the United States
specifically stales: “"The powers not delegated to the United
States hy the Constitution, nor prohibited by it to the states,
are reserved to the states respectively, or to Lite people."™ The
federal government., through 1its Congress, does not possess

the constitutional, authority to enact See. 17 of the Amendments,



which is nothing more than an attempt to control the: power
or authority of the State of Alaska concerning the disposition:;
of its own lands. Congress determined in the Statehood Act
the circumstances under which the State of Alaska v/ould bo
admitted into the Union, but this did not and does not give
Congress any power to change or modify, either directly or
indirectly, Lhe provisions of the Constitution of the State of
Alaska.
\A|
By the enactment of Sec. 17 of the Amendments, the Congre
of the United States 1is violating the compact provisions
of the Statehood Act which provide that upon the issuance of
the proclamation of the President, the State of Alaska "is
hereby declared to be a State of the United States of America,
is declared admitted into the Union on an equal Tfooting with
the other states in all respects whatever............ "
VIl
Should the attempt of Congress pursuant. Lo Sec. 17 of
the Amendments be construed to be a valid exercise of federal
authority concerning state lands, the State of Alaska v/ould,
in effect, he denied admission into tho Union on equal fooling.
Any such attempt is, therefore, 1in violation of federal lav/.
count sh-tut:- f~a m
1
Plaintiffs reallege Paragraph 1 through XTX of their
First Count herein.
1 >,
Sec. 38.9.">.01>0 providing for the exchange of land with

a native corporation, states that "with the consent of the

governor, a corporation . . . may obtain up to ?!$, (Pi0O acies



of this land, if it has not boon disposed of or developed,
by exchanging land or interest in land with the State.™ This
section further states that exchanges shall be on a basis of
equal value.
|11
The legislative delegation of authority to approve of
exchanges of land granted to the governor pursuant to the
above-cited statute 1is an unconstitutional and invalid delegation
of legislative authority by virtue of insufficient standards,
rules and regulations to govern the sale and exchange transaction
contemplated therein.
1v
Sec. 38.05.035, Alaska Statute.”, states that theDirector
of the Division of Lands shall. " _ _ . (?.) manage, inspect and

control staLo Ulands and improvements on them belonging to the

State and under the jurisdiction of the division;" ... The
same section states that the Director shall™ . _ . (7) have
jurisdiction over state lands . . . and shall perform the duties

necessary to protect the state®"s rights and interest 1in state
lands, 1including the taking of all necessary action to protect
and enforce the state"s contractual or other property
rights; .. ..
\Y

Sec. 38.05.035, Alaska Statutes, further states that the
power of the Director of the Division of Lands authorises
him . . . "(14) when he finds that the interest of the state
will he besl served, he may, with the consent of the commissioner,
approve contracts for the sale, lease, or other disposal oT
available lands, resources, properly or interest in them, ...
and no contract, for Lhe sale, lease, or other disposal of

available lands or interest in them, 1is legally binding on the
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State until the commissioner formally records his consent to
the contract; "
VI
Article VIII, Section 9, Constitution of the State of
Alaska, authorizes the legislature to provide for the sale or
grant of state lands, and establish sales procedures. Pur-
suant thereto the Alaska legislature delegated to the Depart-
ment of Natural Resources, its Commissioner, and Lhe Director
of the Division of Lands the duty of making findings and deter-
minations relating to the best interests and welfare of the
State of Alaska. The legislature established sale procedures
for the sale of state lands in Section 38.0a.065 et seq.
VI
By virtue of Section 38.93.060, Alaska Statutes, trie
legislature is attempting to delegate Lhe decision of making
a land exchange concerning valuable state resources not to an
administrative agency, but to the Governor, a single employee
of the executive branch, contrary to tho established sale pro-
cedures, regulations and statutes which give exclusive juris-
diction over lhe sale and disposal of state lands to the Director
of the Division of Lands and the Commissioner of Natural
Resources. There are no standards set forth in the exchange pro-
visions governing the appraisal and detorminalion of equal
value:;, am' there is not even a requirement, that, the consent
of the governor be withheld until the exact lands involved
have been identified and Lho exact appraisal and valuation of
the exchange is made defiinite.
AVA ki
The legislature in Section 38.93.060, Alaska Statutes, is,

pursuant to invalid federal legislation, attempting illegally

19-



Lo give away irreplaceable natural resources, at the sole dis-
cretion of the Governor, thereby divesting the Division of
Lands and its Director of its constitutional and statutory
power to control and manage state, lands through established

procedures.

GOUHT &v G~

Plaintiffs reallege Paragraphs 1 through XIX of their
First Count herein.

()

The proposed exchange attempts, through federal legis-
lation Lo unilaterally waive or amend the Alaska Statehood
Act; subverts the jurisdiction of the Division of Lands;
disposes of lands without established and appropriate sale
procedures; and denies tho citizens of the State of Alaska
the protection of Article VIII, Section 9 or their Constitution
and its compact with the federal government pursuant to
Section 6(i) of the Statehood Act. For these reasons the
proposed exchange and its implementing legislation deprive
plaintiffs aid tho citizens of the State of Alaska of their
property and resources without due process of law in violation
of the Fifth and Fourteenth Amendments to tho Constitution of
the United States, and Article 1, Section 7 of the Const, i till ion
of the State of Alaska. Further, the proposed exchange denies
the citizens of Alaska of the equal protection of the laws in
violation of the Fourteenth Amendment to tho Constitution
of the United States and Article T, Section 1, Alaska Consti-
lut ion.

WIKRKFOKF., plaintiffs on their own behalf and on behalf
of all of the citizens of the State of Alaska, pray for an

order of this court granting them judgment declaring that the



proposed exchange of land between the State of Alaska and

the Cool; Inlet Region, Inc. be declared illegal as in conltro-
vention and in violation of the Federal and State Constit ut Kan
and the applicable Alaska Statutes; further,

Plaintiffs pray for judgment permanently enjoining defen-
dants, their agents and employees, from consenting to, imple-
menting, negotiating, or in any manner conveying or attempting
to convey any of the lands and mineral rights as contemplated
in Section 12 of the Amendments to the Alaska Native Claims
Settlement Act; and further,

For judgment awarding plaintiffs their costs and attorney
fees for protecting their interests and the interests of all
citizens of the State of Alaska.

DATED at Anchorage, Alaska this f " day of March, 19.6.

Attorney for Plaintiff
STATE OF ALASKA _
THIRD JUDICIAL DISTRICT ) >
J. K LEWS and HAROLD Il. GALLIETT, JR., being first duly
sworn on oath, depose and say:
That they are the plaintiffs in the above-entitled action

that, they have read the foregoing Complaint, know the eonlLents

Not.fry I\iblie in aucf for Alaska
My Commission Expires: [-J/



(e) The extremely valuable patented state lands which
these top officials are attempting to exchange for

unconscionably less valuable lands, are as follows:

(1) POINT MACKENZIE POOL - An unspecified 3,200
acres of land, together with mineral estate. This land could
include uniquely-valuable, Point Mackenzie port lands or
enormousiy-valuable lands containing an estimated 550 million

tons of coal between ttie surface and a depth of 2,000 feet, as

estimated from oil wall logs.

(2) KNIK-HILLOVI POOL - An unspecified 4,480 acres
of land, including mineral estate. This land could include
enormously-valuable coal lands containing an estimated 770
million tons of coal between the surface and a depth of 2,000

feet, as estimated from oil well logs.

(3) KASHVIITMA POOL - An unspecified 38,400 acres
of land, together with mineral estate. This land could include
valuable home and agricultural land, for which Alaskans and
outside speculators alike have competed to purchase at rapidly
escalating prices.

J

(4)  CHICKALOON POOL - An unspecified 4,800 acres
of land, including mineral estate. This land could include
extrcmely-valuable coal lands containing large reserves of
bituminous coal. Some of this coal is of high-priced, coking-

quality, as determined from U. S. Geological Survey and U. S.



Bureau of 1Ili"-=s investigations.
|

J

(5) KEJj A POOL - An unspecified arealof at least
115,200 acre: - anc! possibly much more acreage, depending on as
yet uncertai' native village corporation entitlement - together
with mineral estate. This land could include enormously-
valuable coe* lands containing about 20 billion tons c¢f coal"
between) the :.rface and a depth of 2,000 feet, as estimated from

oil well log: and surface outcrop data.

(G) ERLUGA POOL - An unspecified area of 13]
townships (211,040 acres), including mineral estate. This land
Is to be selected by the Cook Inlet Region, Inc., from a larger
area consisting of 16 townships (3G8,G40 acres), after possible
selection of one township of surface estate by the Tyonek
village corporation. The attempted land exchange permits lhe
Cook Inlet Region, Inc., to select the most valuable lands in th
pool. Unde: the terms of the attempted exchange, cnormously-
valuable patented state coal lands will be granted by the stale.
The most valuable coal lands in this pool contain bhout 2
billion tons of coal between the surface and a depth of 2,000
feet, as estimated from nearby oil well logs, surface outcrop

data and geophysical surveys.
3. VALUE. Or_.C"OAILJHIICMIJIAYJ|RJ.PST_TO. Tlir_ STAU

(@) 1estimate eventual recovery of 60 percent of the

coal estimated above.

() 1 estimate the present mean effective state coal
royalty in said pools to he 20 cents per ton.



(c) In making my estimate of future state coal

royalty income from lands which may be lost, | first estimate

that no significant reduction of the estimated resource will

occur in the next 20 years as a result of mining. Second, | ]
estimate inflation henceforth at 6 percent per am.uv., compounded
annually. Third, | estimate a real increase in the value cf. i
coal due to improvements in technology and increased demara, at ]
3 percent per annum, compounded annually. Fourth, | estimate

that the royalty paid to the state for coal will be changed by

law to a percentage of pit head price, and that this percentage

of pit head price will become fully effective within 20 years
from the date hereof. F'fth, | esti.ate that the overall
escalation factor to be applied to state coal royalties will be S’

percent per annum, compounded annually.

(d) In making nmy estimate of the present value of
future state coal royalty income from lands which ray be lost, i
first estimate that interest charged the state for bond funds
will be G percent per annum. Second, 1 estimate that Hie
required marginal utility of state bond funds above interest
cost, will be 50 percent or interest cost. Therefore, |
estimate that, the overall discount factor to be applied to
determine the discounted present value of future state coal
royalty income from lands which may bo lost, will be 9 percent

per annum.

(e) Therefore, | calculate that the escalation factor
offsets the discount factor, and that my estimate of the present j
mean effective state coal royally may be applied to recoverable
coal to compute the present value of future state coal royalty

income from lands which may be lost.



(f) Thus, the estimated present valueof only a part of
the coal which may he lost by the state in thisattempted land
exchange, is as follows:

(1) fouill

550,000,000 Tons
X 50/. Recovery
X 20C/Ton Royalty $55,000,000

(") KNIK*WILLIDW_PPOL

770,000,000 Tons
X 50a Recovery
X 20£/Ton 77,000,000

(3) KLIAI POOI.

20,000,000,000 Ton
X %0~ Recovery

X 200/Ton 2,000,000,000
4) K tUGA PO0O01.

2¢i, 000, TOO,000 Ion
X 50/ Recovery

X ?0C/Ton | ,g00, 000_, 000

(5) PRISIIM varn Of cow. $4,7324005000
"WH'ICH “MAY 11l ~101
ily* Tiili siAn



(9) The consplex Chickaloon coalfields coptuin large
rescurces of bituminous coal which could bo estima#ed” if need
be.

(h) Tho quantities of coal in the attempted exchange
lands below a depth of 2,000 feet are larger than tho
quantities of coal abcve a depth of 2,000 feet. These resources
could be estimated, if need be, and many mines could be cited
which recovered coal as early as 1910 from depths greater than
2,000 feet.

(i) The estimated quantities of coal in the lauds to
be lest by the state from the Beluga Pool are conservative.
These estimated quantities amount to about 2.5 percent of the
volume of tertiary sedimentary rocks to a depth of 2,000 feet
in tho possible Beluga Pool exchange area. The average
percentage of cn 1 ir; nearby tertiary sedimentary rocks, as
determined by interpretation of suites of oil well logs, fis

about 7.8 percent.
4, VAL U 0J Oil. All) GAS VIIICII MY BP. LOST 10 TIF. STAJI

(@) The Beluga tertiary basin, much of which is in the
attempted exchange lands, has recently, as a result of gravity
geophysical work, boon recognized as having sufficient depth of
sedimentary rocks to offer good possibilities lor oil and gas

di scoverios.

(b) At the Beluga River gas field, drilling by
Standard Oil ~ Company of California of three slopout walls has
resulted in increasing the probable reserves of this field from
500 billion cubic feel to one trillion cubic foot. Parts of the



Beluga River gas field are excluded from the attempted laud
exchange. But, continuation of planned stepout drilling is
likely to extend this gas field out into the lands attempted to
be exchanged.

(c) Ten miles northeast of the Beluga gas field,
Cities Service Oil Company and Pacific Lighting Corporation have |
very recently discovered a gasfield estimated to hold one
trillion cubic feet of gas. Similar discoveries are likely in
the attempted exchange lands

(d) Gas discoveries in the amount of one trillion cubic '._
feet in the attempted exchange lands would yield about
IRS.000,000 liCF of in-kind royalty gas to the State cf Alaska.
| follow the same rationale for estimating present value of
future gas income os has been given above for coal royalties.
Using a present gas sale price of 50 cents per HCF, gas
discoveries in the amount of one trillion cubic feet in the
attempted exchange lar.Js would have a present value to the
state of $62,500, 000.

(e) Yet, the state has thus far assigned no value to

the great oil and gas potential in the attempted exchange lands.
5¢  VAJ lli, OF SURFACE ESTATIl WHICH HAY.JE. IPSJL.P1JJJIIIAIL

(2) The present value of surface estate which may he
lost by the state in Hie attempted land exchange is estimated
as follows, using the same present value rationale as for coal:



(1)

(2)

(3)

(4)

(%)

POIINT MACKf2ZIF POOL

3,200 Acres
X $10,000
Per Acre

KNIK-WILLOW POOL

0,320 Acr.es
X $2,000
Per Acre

KASITWLTIIA POOL

30,400 Acres
X $1,000
Per Acre

cH) ckAL00n PooL

h,730 Acres

X $500
per Acre

ALL® _XAFIOLIJJLIFI"]

4,560 Acres

X $500
Per Acre

-11-

= $32,000,000

~ 16,640,000

= 38,400,000

- 2,865,000

« 2,280,000



(6) SALAVATCF

5,545 Acres
X $1,000
Per Acre 5,945,000

(7) KKIiAl PEHIHSULA

117,315 Acres
X $1,000
Per Acre

117,315,000

(8) BELUGA POOL

11,520 Acres
Port &
Industrial
Site X
$10,000
per Acre 115,200,000

5,760 Acres
Town si to
X $10,000
Per Acre 57,600,000



310,800 Acres
Coal Surface
X $200 Per
Acre 63,300,000

(9) PRESENT VALUE $451,605"1000
* OF_ SURFACE
rsT/fU TTfITCM
I":7\THiI"TO"sT“*
Fy~ttie STATE

(b) The theory used by state officials in valuation
of surface estate has been that all surface estate must be
valued as though put on the market at once. Such a one-time
sale would yield prices much less than would he realized by

spreading sales over a period of years.

(¢) My estimates above are based on sales at
continuously escalating land prices, over a long period oi years,
1 estimate that the escalation factor for land prices offsets

the discount factor derived from the interest cost and required

marginal utility of state bond funds.

g. value 05 sym:Acr j ST/vrr. wiicii hay nt_REcnyrp bvjhe
STAIT,

(a) The present value of surface estate which may |

received by the state in the attempted land exchange is

estimated as follows:

(1) HUSUARAKMUL.CJIAJfI A
6 KOKSLIMA IIUA IIIAGE.S

-13-



507,520 Acres
X $40 Per
Acre $23,500,800

(2) TAILKEE ITITA MOUNTAINS,
KAMISHAK BAY J.

TUTHA LAKE AREAS

596,400 Acres
X $60 Per
Acre 36,788,800

2,560 Acres,
Cher.ik Port
Site, X
$5,000
Per Acre 12,800,000

(3) CAMPDjLIL. AIRSTRIP

TRACT

4,120 Acres
X $20,000
Per Acre 82,400,000



TALKET TilA MDUUTAIN s

& KOKS1.THA DRAIHaGE

285,696 Acres
Selection Rights
Only,

Discret ionary
With Secretary
of the Interior,
X $40 Per Acre

mjjfjIT VALUE _Of
SURFACE fSTATE
WHICH MAY DL

RECEIVED BY STATE



7« SUHMRY OF_ ATTf.HPTHI EXCHANGE VAIJJES

(2) The: following is my summary of estimated value:

which the state may lose in the attempted land exchanye:

(1) PRESENTVALUE  $-1,732,000,000
OF COAL

(2) MINIMUM PROOAOLE G2,5C0,0C0
PRESENT VALUE
OF OIL & GAS

(3)  PRESENT VALUE 451,605,000

OF SURFACE
ESTATE

$5,246, 103,000

(b) The following is my summary of estimated value

which tho state may receive in the attempted land exchange:

(1) PRESENT VALUE $165,917,440
1
OF SURFACI

J
ESTATE ;

(¢) From this summary, the net loss to AlasU citizens

\

is as foilows: j



8+« LAND COMSOL 1DATI ON AM) FAC IL I_TAL | Oil. OF JIATIACFIIUJT OR

DEVELOPMENT OF THE.JLAH.D

(a) The attempted land exchange will destroy the
compact integrity of patented state landsin the heartland of

ourstate. State lands will be broken up, not consolidated.

(b) The attempted land exchange will create conflict

of land management where none existed or could exist before.

(c) The attempted land exchange discourages settlement
on tho land by all citizens equally, except as leasehold

tenants on terms dictated by Native corporations.

(d) The attempted land exchange denies Alaska citizens
responsible state environmental and economic control in the
public interest of an empire of coal on tho threshold of

developmont.



(e) Tho attoripLed lane! exchange makes inadequn tiT"
provision for rights-of-way to and from state lands, across
lands which may bo lost by the state,

(f) Tho attempted land exchange could result in the
loss to the state of the critical deep-water port and industrial
site at Beluga, This site is essential tc trie future processing
and shipment of not only Beluga coal, but also Susitna coal,
Matanuska coal, Nenana coal, and other future exports from the
Interior and North Slope. The hinterland of this port will be a
large as Texas. The result of selection of the Beluga surface
estate by the Tyonek village corporation, as provided for in the
attempted land exchange, will be to create a virtual monopoly of
natural resources port sites on the northwest shore of Cool,

Inlet in this one, narrowly-based, profit-making corporation.
9. EQUAL_JAU[C
(a) There is no way to assure equal value in llia

attempted land exchange. No cash payment Lo equalize values

attempted to be exchanged is authorized under the pertinent

federal act. The nujor values are mineral values. Not enough
testing with the drill has been done, and there is not enough
time to drill and report and evaluate under the fixed terms

and conditions of the importunate federal act.

(b) It is impossible to determine most of tho values
which will be exchanged in the short tir which has been allowed
by tho federal act. Alaska citizens are denied a map showing
the exact patented stale lands which will bn losl. Alaska

citizens arc denied a legal description of the specific lands



to be conveyed away. Alaska citizens arc denied any development
plan for the lands to be given up, with winch to properly

assess values.

(¢c) It is impossible to obtain a complete and
unbiased geological report by state geologists. This results
not only from inadequate time, but also from intimidation of
professional staff by gubernatorial firing of a chief advisor
for giving testimony before tlie Alaska legislature against the
attempted land exchange. Present reports from the Alaska
Division of .Geological and Geophysical Survey arc so incomplete
as to be false. These present reports show evidence or having
been instigated and hastily-prepared to support a predetermined
conclusion by officials named earlier in this affidavit.

(d) Advice from the Joint Federal-State Land Use
Planning Commission has been compromised by the firing of the
stale co-chairman, David Jackman, as noted above, lhe pressure
on other state-appointed members of the Commission tends to
bias, not rational consideration and impartial advice. A new
appointee, mindful of the fate of his predecessor, may vole

accordingly.

(e) Increase in tho value of Governor and Master
Guido Jay S. Hammond's Lake Clark lodge, resulting from creation
of nearby federal and state hunting lands protected from Native
hunting restrictions, creates another conflict of interest which
further taints any determination of equal value by the present

administration.



JUNEAU ALASKA

MEMORANDUM

TO: ALL SENATORS

FROM: SENATOR KAY POLAND, CHAIRMAN
RESOURCES COMMITTEE

SUBJECT: ALASKA ROYALTY GAS SALE NO-7

A packet containing the particulars cf the above referenced
matter has been placed in every Senator®s mail box. The
Resources Committee has scheduled a hearing on the concurring

measure, SCR 106, or 1it"s House counterpart, on Wednesday,
12 May.

It is expected that the measure will be calendared for floor
action almost immediately thereafter, and each member is urgently
requested to review the applicable material.
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Juneau

April 30, 1976

The Honorable Chancy Croft
President of the Senate
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Transmittal of Proposed
Alaska Royalty Gas Sale No. 76-1

Dear Mr. President:

Attached is Alaska Royalty Gas Sale Contract No. 76-1 providing
for a sale of State royalty gas from the North Cook Inlet Gas
Field to Alaska Pipeline Company pursuant T:0 AS 38.06"et seqg-.,
AS 38.05.182-183, and 11AAC26.005-.900. Also attached are all
necessary waivers or consents related to this action and
required under the law. The contract and all necessary related
actions have been approved by the Alaska Royalty Oil and Gas
Development Advisory Board pursuant to the above statutes and
regulations. Other information pertinent to the proposed sale
is also attached, with the intention of supplying you with an
adequate record on this matter.

Alaska Pipeline Company, and its subsidiary Alaska Gas and Service
Company, supply natural gas to the Anchorage area and a portion

of the North Kenai peninsula known as the North Kenai road area.
Increased use of natural gas due to growth in both areas is
diminishing the gas reserves dedicated to Alaska Pipeline Company
faster than anticipated. The company estimates that the contract
amount for the North Kenai road area will be exhausted by May

of this year and has executed a one year contract with their
present supplier to extend their service.

Natural gas from the North C.ok Inlet Gas Field, operated by
Phillips Petroleum Company, 1is transported from the offshore
platform to the LNG plant in the- Nikiski area served by the
North Kenai road and liquified for export to Japan.
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The proposed contract provides that the State of Alaska will
take its royalty share of the North Cook Inlet Gas Field
production in kind rather than in value, and sell this gas

to Alaska Pipeline Company at the same price that the State
would otherwise receive frv..m Phillips Petroleum Company. The
amount of gas sold would average 15 to 16, million cubic feet
per day and total about 41 billion cubic feet over the term

of the royalty sales contract, which would expire June 1, 1984,
coincidentally with the expiration of the present Phillips
contract for export to Japan. Transportation or exchange
provisions will be arranged by Alaska Pipeline Company, as will
all necessary regulatory clearances.

The present peak gas demands along the North Kenai road can

be as high as 10 million cubic feet per day. Gas excess to
these needs can be used to augment the gas supply to Anchorage
and extend the life of those.reserves.

The total contract amount represents about one and one-half
year"s supply of gas at Anchorage®'s present rate of use, and
about one year®"s production of the North Cook Inlet Gas Field.

The Commissioner of Natural Resources and the Alaska Royalty
0il and Gas Development Advisory Board recognize that the
proposed sale of royalty gas will somewhat shorten the
productive life of the North Cook Inlet Gas Field by approximately
one year. Since the LNG contract requires delivery of a
specified amount each year it will be necessary to increase the
daily production of the field by the amount of the royalty gas
withdrawn from the LNG plant. On balance, nowever, the sale

of this royalty gas to supply the North Kenai road area and
Anchorage is deemed to be in the best interest of the State, as
it returns State royalty gas from foreign export to Alaska
consumers at a price which assures all Alaskans a fair return
for their resources.

I have, at various times, expressed the belief that section 55

of the Royalty Board Statute (which requires legislative approval
by concurrent resolution of any sale of surplus royalty gas) is
unconstitutional. The Administration believes that this
requirement raises a substantial constitutional question and

has concluded that in the future appropriate action will be
necessary either by the Legislature tc amend the Royalty Board
Statute or by the courts to decide the constitutionality of
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section 55. Notwithstanding such doubts concerning the
constitutionality of this provision/ the contract is being
submitted to the Legislature for approval. Two reasons
support this submission First, arly in this session, the
Commissioner of Natural Resources advised the Legislature
of his intent as a policy matter to carry out all the
requirements of the Royalty Board Statute. I believe it
would be less than forthright to pursue any other course
for a sale during the closing days of the legislative
session. Second, although this sale involves a relatively
small quantity of gas, | am anxious to see it consummated
at the earliest possible time as it will directly and
immediately benefit gas consumers in the Anchorage and
North Kenail areas. For that reason, it is undesirable that
this contract become entangled in litigation which might
extend over a lengthy period of time.

To avoid the choice of either appearing to acquiesce in the
requirement of legislative approval or undertaking a perhaps
unnecessary confrontation, a term has been included within
the contract which provides that the contract will not
become effective until approved by concurrent resolution
passed by a majority of each house of the Legislature. The
Administration always has the right to seek the advice and
counsel of the Legislature and I have in this contract
sought to make legislative approval a condition precedent

to the contract becoming effective. I am submitting this
contract to you for your approval pursuant to that term.
However, 1in doing so, | wish to make clear beyond
preadventura that my action should not be construed as
either approval of or acquiescence in section 55 of the
Royalty Board Statute and that I do not feel .personally

or legally obligated to submit future contracts for the sale
of royalty oil or gas to the Legislature for approval by
concurrent resolution.

You are aware that this is the first royalty sale contract prepared
under the existing Statute, and of the first of its kind in the

Nation. The Commissioner of Natural Resources, who 1is the

official responsible for the agreement, 1is prepared to supply

all necessary additional information to assist you in your
consideration of this sale contract. Thank you for your consideration.

Attachment



Gas Purchase Contract No. 76-1

This Contract, made and entered into this jday

of 1976, by and between the Alaska Pipeline Company

("APC") herein referred to as "Buyer"™ and the State of Alaska,
hereinafter referred to as "Seller"”
WITNESSED

WHEREAS, Buyer owns and operates a natural gas
pipeline system in areas of Alaska for the delivery of natural
gas for ultimate consumption within the State of Alaska, and

WHEREAS, Seller has the right under each of the
leases identified at Exhibit "A"™ attached hereto to be paid
by the lessee thereunder a royalty of twelve and one-half percent
in kind or in value of the natural gas produced and saved and
used off of the lands covered by each such lease, and

WHEREAS, Seller 1is authorized by AS 3C.05.183 to
sell royalty gas; and

WHEREAS, Buyer represents to Seller that all gas
purchased under this contract will be used to meet the requirements
of its customers within the State of Alaska;

NOW, THEREFORE, 1in consideration of the representations,
covena, i.s, and conditions herein contained, Buyer and Seller

hereby agree as follows:



ARTICLE 1
Seller®s Royalty Gas

1.1 Seller hereby agrees that within 30 days after
the execution and approval of this agreement as required by the
laws of the State of Alaska, Seller shall notify the lesse
under the leases set forth at Exhibit "A" of this agreement of
Seller®s election to take its royalty gas in kind. Said notice
will provide that the lessee shall commence the delivery of said
royalty gas tc Seller (or to Seller®s designee) upon a receipt
of notice from Seller that all facilities necessary to enable
Buyer to receive and market said gas are ready; provided,
however, in no event shall lessee be required to commence the
delivery of royalty gas to Seller (cr its designee) prior to
SiX (6) months following lessee®s receipt of notice of Seller”s
election to take its royalty gas 1in kind.

1.2 In order that Seller can give its lessee as much
advance notice as possible of the date it will start receiving
its royalty gas in kind, Buyer shall notify Seller, and Seller
shall notify its lessee, at least 60 days prior to the date Buyer

will receive gas from Seller pursuant to this contract.

ARTICLE 11
Quantity
2.1 It is understood and agreed by the parties th

the volume of gas available to Seller from the leases covered
by this contract depends upon the production from the leases
over which Seller has no control. Buyer hereby agrees to

purchase on each day commencing with the date of first delivery



hereunder and continuing during the term of this contract all
of Seller®"s royalty gas available at the point of delivery
described in Article 11l hereof.
ARTICLE 111
Delivery Point and Delivery Pressure

3.1 The point of delivery of all gas delivered
hereunder shall be at the same point of delivery that Seller
receives delivery of its royalty gas from its lessee in the
North Cook Inlet Field.

3.2 Buyer, at its own expense, shall arrange to
accept Seller"s gas at the point of delivery.

3.3 Seller will deliver gas received by Seller
from lessee at the pressure at which the gas is received by"
Seller from its lessee.

ARTICLE 1V
Quality

4.1 The gas to be delivered by Seller to Buyer

at the delivery point shall be gas of the same quality as 1is

delivered to Seller by the lessee at the point of delivery.



5.

ARTICLE V
Price and Billing

The price to be paid by Buyer to Seller

gas delivered shall be as follows:

a.

Commencing on the date of first deliveries
hereunder, assuming that this date occurs

prior to July 1, 1977 and continuing until

the first day of July 1977, the price shall

be 55.5 cents per MCF.

Commencing on the first day of July 1977 and
continuing until the first day of July 1978

the price shall be the higher of (i) 60.36 cents
per MCF, (ii) the price Seller would have
received from Phillips Petroleum Company had

it not elected to receive its royalty gas in
kind, (iii) the highest price paid by any
purchaser in the upper Cook Inlet area for gas of
similar quality and similar conditions of delivery;
with due regard to appropriate factors including,
but not limited to, difference of BTU content,
delivery pressure, term of the contract and
connection charges.

For each succeeding 12 month period commencing
July 1, 1978 the price shall be increased to

the higher of (i) the previous year"s price plus
2 cents per MCF, (ii) the price Seller would

have received had it not elected to take its

for



royalty in kind, (iii) the highest price paid

by any purchaser in the upper Cook Inlet area

for gas of similar quality and conditions of

delivery; with due regard to appropriate factors

including, but not limited to, difference of BTU
content, delivery pressure, term of the contract
and connection charges.

5.2 Thirty days prior to the date of each annual
price change, Seller, at its option, may determine the price
which it would have received from its lessee had it not elected
to take 1its royalty gas in kind and the highest price being
paid for gas of similar quality and similar conditions of
delivery; with due regard to appropriate factors including,
but not limited to, difference of BTU content, delivery pressure,
term of the contract and connection charges in the upper Cook
Inlet area and submit the same to Buyer along with suitable
supporting evidence as to such prices. Buyer .shall have the
right to submit other evidence within the 30 day period.

5.3 After the delivery of gas has commenced Buyer
shall, onor before the 20th day following theend of each
month, render to Seller a statement showing the quantity of gas
delivered during that month and shall therewith pay Seller the
amount due for all such gas.

5.4 Each party hereto shall have, at its expense,
the right to examine the beaks and records of the other party
to the extent necessary to verify the accuracy of any statement,

charge, computation, or demand made under or pursuant to this

>5-



contract. Any statement shall be final as to both parties
unless questioned in writing within two (2) years after
payment thereof has been made.
5.5 The terms "upper Cook Inlet area" as used
here in shall mean the area encompassed in a radius of 100
kilometers from the Phillips Petroleum North Cook Inlet
platform.
ARTICLE VI
Term
6.1 This contract shall become effective upon the
execution hereof and the approval of the Alaska Royalty 0Oil and
Gas Development Advisory Board and the State Legislature and
shall continue and remain in effect until July 1, 1984, unless
terminated prior to such date by mutual agreement of the
parties, or pursuant to Article VII.
ARTICLE VI
Conditions Precedent
7.1 Buyer shall have the right to terminate this
contract upon 30 days written notice to Seller if Buyer is
unable to make satisfactory arrangements to take delivery of
the gas. Buyer shall exercise this right to terminate on or
before January 31, 1978, thereafter Buyer may not exercise this
right to terminate.
ARTICLE VIII
Notices
8.1 Notices required to be given under this contract

shall be deemed sufficiently given and served when and if



deposited in the United States mail

or registered addressed to Seller at:

or to Buyer at:

Commissioner
Department of Natural Resources

Pouch M, Juneau, Alaska 99811

Alaska Pipeline Company
P. 0, Box 6288

Anchorage, Alaska 99502

IN WITNESS WHEREOF, the parties hereto have

postage prepaid and certified

caused

this Agreement to be executed in four (4) original counterparts

on this day and year first above written.

"BUYER"™

ATTEST:

STATE OF ALASKA

ATTEST:



Approval to

The Alaska Royalty Oil and
approves rejections of all
royalty gas from the North

of Alaska Pipeline Company

« I

Royalty Sale Contract No. 76-1

Reject Bids

Gas Development Advisory Board
bids or applications for the
Cook Inlet gas field except that

as provided for in AS.38.06.050(b)



Royalty Sale Contract No.

Approval to Waive Competitive Bidding

The Alaska Royalty 0il and Gas Development Advisory Board
approves the waiver of competitive bidding by the Commissioner
of Natural Resources in the sale of North Cook Inlet royalty
gas to Alaska Pipeline®"Vs”provided for in AS. 38. 05.183 ()

and AS.38.06.050(c).

DateGIl& VALl 24

0h— -

Approved Disapproved
/o

76-1



Royalty Sale Contract No. 76-1

Approval of North Cook Inlet Field

Royalty Gas Purchase and Sale Agreement

The Alaska Royalty Oil and Gas Development Advisory
Board approves the Gar Purchase and Sale Agreement
for the sale of North Cook Inlet Field royalty gas
to the Alaska Pipeline Company as provided for in

AS 38.05.183 and AS 38.06.050.

Disapproved



Royalty Sale Contract No.

Findings and Conclusions for Non-Competitive Sale

Pursuant to AS.38.05.183 and AS.38.06 the findings and
conclusions which form the basis for the decision that the
sale of North Cook Inlet Gas Field royalty gas to Alaska
Pipeline Company should be non-competitive sale are
summarized.

1. Alaska Pipeline Company formerly Anchorage Natural Gas
Company, 1is in need of additional natural gas supply.
The present contract of 10 billion cubic feet to supply
the North Kenai road area will be exhausted during the
first half of 1976. Alaska Pipeline has executed an
agreement recently with their supplier which enables
them to use gas from the Anchorage contract reserves
to supply the North Kenai area for one additional year.
Projections of the present growth rate of Anchorage
and use of natural gas indicate that the Anchorage
contract dedicated gas supply could be exhausted
several years before the contract termination at the end
of 1992.

2. The proposed sale amount of royalty"gas is sufficient to
meet the needs of the North Kenai area for the term of
the agreement. Present use of the North Kenai area 1is
10 million cubic feet per day. About 90% of this gas 1is
used by the Bernice Lake electric generating plant of
Chugach Electric Association. The difference between
winter and summer loads 1is small. The North Cook Inlet
Gas Field royalty gas share averages 15 to 16 million
cubic feet per day. Gas in excess to the North Kenai
area demand can be used to augment the Anchorage contract
gas supply. The total volume of gas which would be sold
under the proposed agreement is approximately 40 to 41
billion cubic feet.

3. North Cook Inlet Gas Field gas furnishes 70% of the gas
supply of the Nikiski LNG plant, the remaining 30% 1is
supplied by Marathon from the Kenai Gas Field. The LNG
is shipped to Japan 1in cryogenic tankers and revaporized
for use by Tokyo Gas and Tokyo Electric. At this tinme,
the State 1is taking its royalty share in value and this
gas brings the greatest return to the State of any royalty
gas.

4. Proposed sale of this royalty gas will not diminish State
revenue. Alaska Pipeline has agreed to pay the State the
same price that the State otherwise would have received

76
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from Phillips. Price terms in the proposed agreement
are based on Phillips prices plus an agreement to pay

a price equal to the highest price paid in Uppe, Cook
Inlet for gas of similar quality and similar conditions
of delivery.

The proposed action may reduce the productive life of
the field equivalent to one year at the present rate

of production. The total amount of gas sold under the
agreement will be about 40 to 41 billion cubic feet per
year. The present LNG contract dedicated reserves are

647,54-3 million cubic feet. Estimated original
recoverable reserves were 1,500,000 million cubic feet.
The estimated remaining gas reserves not committed to
contract are about 834 billion cubic feet.

The proposed sale involves about 5% of the remaining
uncommitted reserves. Because th LNG sale contract
requires delivery of 50,750 million cubic feet of gas
per year to Tokyo, it will be necessary for Phillips

to increase the field production by the amount withdrawn
for royalty sale. While this increased production will
shorten the producing life of the field, the amount of
decrease is small and amounts to less than one year"s
production.

During the period of review of Alaska Pipeline Company"s
application for purchase of royalty gas applications
were also made by Homer Electric Association, Pacific
Alaska LNG and Phillips Petroleunm.

Homer Electric wished to buy the Bernice Lake generating
facility from Chugach Electric and wanted to use the
North Cook Inlet Gas Field royalty gas to supply the
generator. This would be the same use proposed by Alaska
Pipeline. Homer Electric subsequently advised the Alaska
Royalty Oil and Gas Development Board that IIEA had made
satisfactory arrangements with the City of Kenai for a
gas supply in the event it would be needed.

Pacific Alaska LNG made a statement that they would be
interested in bidding for the North Cook Inlet royalty
gas if it were offexed in a competitive bid sale.

Later, Pacific Alaska advised the Board both by mail and
in person that they were not making application for the
North Cook Inlet royalty gas but rather a general
statement applicable to possible future sales of other
royalty gas.
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Phillips Petorleum made a firm offer to purchase the
royalty gas with an increase in price of five cents

per thousand cubic feet (MCF) the first year, a similar
increase the second year, and an annual escalation of
two cents per MCF thereafter for the life of the present
contract.

The withdrawals of Homer Electric and Pacific Alaska LNG
left Phillips Petroleum as the only viable alternate to
Alaska Pipeline™s application.

CONCLUSION:

The decision to hold a negotiated sale rather than a
competitive sale was based on several factors: end use,
price to consumers, and future gas supply for Alaska.

The export of LNG to Japan has created a substantial
market for Alaska®s natural gas converting a non-revenue
producing resource into a valuable asset with substantial
revenues to the State.

The exported LNG produces about 75% of the State revenue
from natural gas. While therr* was a reluctance to alter
the use of the royalty gas and possibly necessitate
additional costs to the LNG project, the use of the gas
by the Kenai and Anchorage consumers was deemed to be

a higher and better use.

Alaska Pipeline agreed to pay the State the same price

the State otherwise would have received for the gas
thereby maintaining the same revenue from the gas. While
a competitive sale might have resulted 1in more revenue

for the State it would also result in the gas being
exported from the State and not available for Alaskan use.
Alternately, if an Alaskan comapny was the successful high
bidder it likely would set a new high price to the Alaskan
consumer.

The present sale represents a balance of public values
regarding this series of issues. The proposed non-competitive
sale of North Cook Inlet Gas Field royalty gas appears

to be in the best interest of the State as a whole and of

the Kenai and Anchorage area gas consumers more directly.
There is no loss of revenue to the State; the gas sale

will be the gas supply for the North Kenai road area and

add to the Anchorage area gas reserves; the slight loss

of productive life of the North Cook Inlet Gas Field is

offset by the continued service to the Alaskan gas consumers.
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P. 0. BOX 255 HOMES, ALASKA 93503 PHONE (907) 235-8551
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Mr. Guy Martin, Commissioner _ DEPa]rtlg]ent X .
Royalty Oil and Gas Development Advisory Board Natu ad ssourcsl

Department of Natural Resources
Pouch M
Juneau, Alaska 99811

Dear Sir:

In our letter to Mr. Fackler dated January 22, 1976, and at a hearing
before your Advisor} Board, we applied for the State Royalty Gas
that you plan to make available from presently producing fields in the
North Kenai area.

The purpose of this letter is to inform you that we have been able to
obtain commitments to purchase fuel for the proposed now electric
generating facility at North Kenai from what we believe to be a reliable
source; and, further, Mr. Dale Teel of the Alaska Pipeline Company
has agreed to supply our Association with natural gas for fuel for the
existing electric generating plants in the North Kenai area if we are
successful in acquiring these from Chugach Electric Association.

In view of the foregoing, we feel that it is in the best interest of all
concerned that we withdraw our application as outlined in our letter
of January 22.

As the Kenai Peninsula continues to attract industry, we do not wish

to imply that we will not, at some future time, be interested in dealing
with the State for royalty gas that may become available in other, yet
to be developed, fields on the Kenai Peninsula area. If, at any time,
additional royalty gas does become available we would appreciate it very
much if your office would advise us so that we can ascertain whether or
not it would be needed in our ever-expanding operation.

We note with interest the development of tho Advisory Board’s intention
to adopt a regulation in Title 11 of the Alaska Administrative Code to
interpret and make specific Alaska Statute 38.00, including tirr.d-fcvrjpusuti

of surplus.

- APR 05 1975

r.CiZr.L1Y
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We sincerely hope that the proposed regulation 11AAC2G .900(a) (5) will
define the term "industrial use" as referred to in existing regulations,
and that the State"s royalty gas will be made available first to industrial
use and then to all other uses, according to priorities established by
your office.

We sincerely appreciate the courtesies extended to our Association by the
Advisory Board and your office, and we are looking forward to further
negotiations should the need arise.

Sincerely yours,
HOMER ELECTRIC ASSOCIATION, INC.

W. C. Rhodes
General Manager

WCR:-em

cc: Rep. Leo Rhode
cc: Mr. Dale Teel



March 17, 1976

Mr. Bill Rhode3, General Manager
Homer Electric Association, Inc.
P. 0. Box 255

Homer, Alaska 99603

Dear Bill:

Reference is made to oar recent conversation regarding a possible
natural gas 3ales agreement between K.U.S.Co. and H.E.A. The purpose
of the agreement would be to provide fuel for power generation at a
eite approximately 6.5 miles north of Wildwood acce33 road on the

Kenai Spur Road.

He are of the present opinion that the feasibility exists to provide,
fuel gas for your proposed generating facilities at a cost considerably
below that of any alternate sources known to U3. In general, we
propose that ouch an undertaking could be accomplished as follows:

1. The sale would be cade under the rates and conditions outlined
in Schedule 111 of our published Tariff, a current copy of which

is enclosed herewith. The volume of 4,000 MCF of gas per day
mentioned in our discussion represents a total annual volume of
1,460,000 MCF. Computed on a monthly basis the daily sales volume
would carry an annual cost of $704,380.00, or an averago weighted
cost of 43.24C/MCF. It is noteworthy that if the cost of royalty
gas, which might be obtainable frcm the State of Alaska, was set at
564/MCF the differential would be 7.764/MCF, or approximately 16%.
Tho annual cost differential would equal seme $113,150.00. Although
our rates are subject tc regulation by the Alaska Public Utilities
Commission it is my personal belief that, all things being equal,
tho rate3 quoted herein could bo sustained throughout the life of
our existing ga3 supply contract which terminates in 1987.

2. Service to your facility would involve a requirement for capital
expenditures estimated at $475,000.00 to $500,000.00 (at projected

1977 costs). We would require a non-interc3t bearing ndvance-on-
con3truction in the total amount of the initial investment which

would be subject to refund in its entirety. The refund would bo made

At tha rata of 10* of tho total revenues derived from your account

in thouo calendar years when such revenues equalled or exceeded
$700,000.00. Tha refund provision would, of course, become inoperative
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Page 2

at such time as the initial advance had been returned. Referring
back to our illustrated rates and the suggo3ted coat of royalty

gas, the annual savings of $113,150.00 combined with a yearly *

$70,000.00 refund on the construction advance rolate3 to a 2.73

year pay-out, exclusive of the cost of money.

3. The service facilities installed would remain under our
ownership with maintenance and operating costa to be born by us.

4. Resale of gas would be prohibited, as would the extraneous
use of gas for purposes other than power generation.

5. Point of delivery would be at the downstream flange of a
block valve located on the downstream side of a metering run
located on your site. Delivery pressure would be 200 P.S.I1.G.

6. You may recall our conversation with Mr. Dale Teel, President
of Alaska Gas and Service Co. regarding a v/aiver which would

allow us to serve you in his certificated area. He has since
confirmed that he v/ould support, before the A.P.U.C., an agreement
reached between K.U.S.Co. and H.E.A. that would culciinato in

your withdrawal from competition for eehe Cock Inlet royalty gas.
Such support would undoubtedly satisfy any objections the A.P.U.C.
might put forth before granting us the necessary authorization

to proceed.

Seme of the provisions suggested herein are unique in our experience.
Consequently, final committment to this proposal, or any similar plan,
would necessarily involve approval by our Hoard of Directors.

There ara other alternatives which could be considered in connection
with the utilization of our currently unused gas reserves. At your
convenience we will be most happy to discuss these with you cr to
further explore the possibilities outlined herein.

Very truly vouro,

KENAT UTILITY SERVICE CORPORATION

Oscar L. Thomas, Vice-President

OLTijc
Enc.

cct J. M. Covington
Dale Tool
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PHILLIPS PETROLEUM COMPANY

BARTLESVILLE. OKLAHOMA 74004 91c) 601-6600
P ( 5 March 5, 1970
MAR 09 1975 State Royalty Gas

North Cook Inlet Field

ALADKK tOIALTY. _
oIL & AS B%ARD File: 1-H0-1U-76-ce6L
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Commissioner Guy Martin, Chairman | Vit
Alaska Royalty Oil and C-as Development W - - -- dv

Advisory Board o
c/o Department of Natural Resources De rtment Of
Pouch M Pﬁ
Natural Resources

Juneau, AK 99701
Dear Mr. Martin:

We have become aware that since the Board"s decision of December 10, 1975,

to take the State"s royalty share of the gas in the North Cook Inlet Field
and sell it to Anchorage Natural Gas, other parties have indicated a desire
to purchase this gas. Assuming that tne State does elect to take its royalty
in kind under the lease, Phillips would be interested in an opportunity to
purchase such gas. Phillips submits the following proposal to purchase all
of the royalty gas from the North Cook Inlet Field.

1. Volume: The State will sell and Phillips will purchase all of
the royalty gas owned by the State of Alaska as produced from
the North Cook Inlet Fieldeach day.

2. Price: 50.252 per millionBtu until July 1,1976;
55.52 per million Btu from July 1, 1976 to July 1, 1977;
60.02 per million Btu from July 1, 1977 to July 1, 197B.

For the yearly period commencing July 1, 197&, end each yearly
period thereafter, the price v.ill increase 22 per million Btu.

3. Term: Until June 1, |9B4

4 . Delivery Point: At the wellhead on the platform in the North
Cook Inlet Field.

5. Delivery Pressure: The pressure available at the wellhead.

The above proposal is subject to the completion of a mutually agreeable
contract between the State of Alaska and Phillips. This offer is open

until July 1, 1976.
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If the above proposal is of interest zo you, we will be happy to meet with
you or your representatives and negotiate the details of the formal agree—

ment.

Very truly yours,

Cs John Horn, Manager
Gas and LMG Sales Branch



To: Senator Kay Polar,:

From: George C. Silides, P.E.
Subject: Cook Inlet Land Trade
Transmitted herewith is the final Committee Report on HR 6644. I can

find no substantive changes from the preliminary report you received
earlier, except that this edition is much more complete.

Pages 1-10 represent the final language of the Bill itself as passed.
The earlier edition of HR 6644 that we sent you shows, also, the origi—
nal language that was deleted. Sections 12 and 17 of HR 6644 deal with
the land trade between the State of Alaska and the Cook Inlet Native
Regional Corporation. Section 12 describes the trade, and Section 17

sets aside the restrictions of the Alaska Statehood Act to permit accomp—
lishment of this and any other and future trade. (Emphasis added).

Pages 10 - 14 constitute a le ter of intent. It is noted that the State-
Cook Inlet trade was not included inthe Purpose description of the origi—
nal Bill.

Pages 14 - 54 are a Section - By - Section Analysis. Section 12, which
describes the trade in general terms begins on page 30. A detailed des—
cription of terms and conditions of the trade begins on page 35 and extends
through page 52. The present prohibitions of the Statehood Act andthe con—
sequences of its being amended are recited at the bottom of page 34and the
top of page 35.

Pages 54 - 58 _"escribe changes 1in existing law that w” caused by HR 6644.
Section 17 on page 56 1isgermane.

Pages 58 - 85include reports by the variousfederal departments concern—

ing their feelings on the measure. Not all are favorable. The Department
of Agriculture specifically objects to the inclusion of Section 12 on the
basis that the section reopens conflicts that ANCSA was intended to resolve.

The Congress had taken due note of the existing debate as to the propri—

ety of the State®"s involvement and of the nature and extent thereof. The
Governor has promised that he will not implement the terms of Section 12

of HR 6644 unless the Legislature concurrs. Section 12 (c) (3) (i)(center-
of page 8), calls fora report by the Secretary of the Interior to Congress

by April 15, 1976. The Legislature®s decision must reach him in time to pre—
pare that report. He reserves until December 18, 1976 to make other



amends to Cook Inlet if you decide to reject the Administration®s proposal
as set out in HR 6644.

We are unaware of the form in which the Governor will submit his request

for your approval of his administration®s actions. It may be in the form of
a Resolution. We suspect, however, that since the prohibition against the
transference of mineral rights and the equal value provision still remain as
part of the Alaska Statutes, he will submit a Bill amending Title 38.

I suggest that the Congressional Committee Report and this letter of trans—
mittal letter be forwarded to the Legislature®s head of legal section for
his examination and comments, especially concerning any extinguishment of the

State®"s rights by this arbitrary and unpublicized action of the Congress at
the request of our Administration.



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 President 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 1in the Region. Virtually all of
the remaining low-lying .land was committed to tho State by the Secretary
in September, 1972, when Alaska vs. Morton was settled. This was
without consultation with the Region even though our 1interests were
substantially affected.
The State had taken the land that the Federal government should

have withdrawn for Cook Inlet under the Act.



This was the situation faced by our Shareholders for over two
years. In 1374, 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,
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 its 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 wé&; 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 v/as
urged to work out with all the competing interests what would

be a rational and thoughtful approach 1in 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
Jnterests.

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 v/ould 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
v/ould demonstrate that the interests of the Naci.ve Corporations
would be consistent with the interests of the State as a whole.

It was critical to show tliat 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 readied a settlement last December. Nov/, Madam
Chuirman, 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 1is 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 onand 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 1is the one Region where the State had
patented almost all such land for itself.

Also overlooked are some of the benefits tothe State 1in the
agreement. In the absence of 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 1income
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 sec aside the 1972 Agreement
between the State and tho Federal government
on the ground that the agreement breeched the
federal trust responsibility t.o 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 1its bargaining position 1in
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 issues
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 in 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(0
of the Statehood 7\ct. 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 is the question whether this transfer is a bad
precedent. No Region in Alaska had tho concentration of State
patented lanes that faced Cook Inlet Region. In the Tfirst 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 1instance where this 1is the case.

Third, there 1is the question of procedures for such land trades. |
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 issues:

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 in exchange negotiations be
made public and what steps should be taken
to notify the public.

¢c) what role should the public play, if any, 1in
exchange negotiations.

d) at what point should tentative agreements be
made public.

e) what size transfer agreement should be referred
to the Legislature.

) under what circumstances, 1if any, should there
be subsurface transfers. And if there can be
such transfers, what special procedures should
be developed.

0) 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 Clacier 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 1in 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. IfT 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 from
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 the economy than the State

as a partner.
And finally, Madam Chairman, I 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 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 the Agreement is 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 asking for your

support and approval.
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A RESOLUTION OF THE ANCHORAGE ASSEMBLY EXPRESSING ITS CONCERN
REGARDING T1IE DISPOSITION OF CERTAIN LARGE TRACTS OF PUBLIC
LAND WHICH ARE THE SUBJECT OF PUBLIC LAW 94-204, AN AMENDMENT
BY THE U.S. CONGRESS TO THE ALASKA NATIVE CLAIMS SETTLEMENT
ACT Or 1971.

THE ANCHORAGE ASSEMBLY RESOLVES:

Section 1. The Congress of the United States has recently
cacted Public Law 94-204, containing certain amendments to the
Alaska Native Claims Settlement Act of 1971, one of which, at
Section 12 of the Act and entitled "Cook InletSettlement"”,
would have the effect-, of trading certain landsand future rights
in land:; between and among the federal, government, the State of
Alaska, and Cook |Intel Region, 1Inc., a native regional corpor—
ation, for the stated purposes of consolidating rational land
ownership patters and settling certain pending litigation 1in
the public interest.

Section 2. The Cook Inlet Settlement section of P.L. 94-204
provides that, 1if the Alaska Legislature disapproves of the
Cook Inlet Settlement prior to April 15, 1976,that settlement
shall be null and void and the options of the Congress to
fashion an. -i:>pror>**eat.- remedy shall not have been foreclosed.

JI* 1*IU rP-cai bulk of lands and land rights so
exchanged between the parties lie outside the boundaries of the
Anchorage Municipality, arid do not directly affect the property
interests or planning authority of the Municipality; however,

certain specific tracts of land identified in P.L. 94-204 directly

affect present an<. future property interests of this m unicipatity



and may consequently determine the direction of future growth and
development which the Municipality will undergo and the amenities

and necessities of life which will exist here for future generations.
These tracts are the Campbell Airstrip Tract, the Point Campbell
Military Reservation, the Point Woronzof FAA Reservation, and

the Goose Lake Tract.

Section 4. The Municipality of Anchorage and its predecessors
have long attempted to insure that the Campbell Airstrip Tract
remains 1intact in public ownership as the Far North Bicentennial
Park, both for its recreational and its watershed attributes.

More recent efforts by local governments have stressed the
importance of retaining the Goose Lake Tract, Point Campbell
Reservation, and Point Woronzof Reservation in public ownership
to guarantee that non-intensive land uses compatible with
existing adjacent uses will occur in these areas in the-future.
While public ownership of each of these unique tracts of land
at the local, State or Federal level 1is imperative, the
Municipality of Anchorage believes that it is best qualified
and equipped to plan and to manage these tracts in the public
interest to meet the open space, watershed, recreational,
institutional and cultural needs of a growing Anchorage, and this
belief 1is hereby restated in this Resolution.

Section 5. Insofar as P.L. 94-204 may affect the future
disposition and use of the Campbell Airstrip Tract, the Point
Campbell Military Reservation, the Point Woronzof FAA Reservation
and Goose Lake Tract, the Anchorage Assembly strongly urges
that, tho Alaska State Legislature approve the Cook Inlet Settlement

portion of P.L. 94--204 to insure that the public interest in
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retaining these large, undeveloped tracts of land in continued
public ownership 1is fully protected.

Section 6. The Municipal Legal Office has, at the request
of the Assembly, monitored the progress of negotiations regarding
the proposed agreement entitled "Terms and Conditions for Land
Consolidation and Management in the Cook Inlet Area"™, and the
legal office is hereby directed to continue to monitor the
progress of said agreement and to report to the Municipality
any changes which may affect those tracts of land which the
Assembly has determined by this Resolution to be significant
to the public interest.

Section 7. The Municipal Clerk is hereby directed to
inform the Governor, the President of the Senate, the Speaker
of the House, the Chairpersons of the House and Senate Resource
Committees, and each member of the Anchorage Legislative
delegation of this action by the Municipal Assembly, and to
provide a full text of this Resolution to eacli of such persons.

PASSED AND APPROVED by the Anchorage Assembly this /Q

day of , 1976.

Chairperson

Municipal Clerk

APPROVED this day of , 1976.
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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 in mind, J 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 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 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



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 Sectior 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, 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 lards 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 would 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 and owner —
ship which reflect the varied interests of the parties involved.
Neither the administrative nor juaicial 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 find 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 Coo): 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. Silcock
Federal Co-Chairman

cc: Senator Ted Stevens
Senator Mike Gravel
Royston C. Hughes, Assistant Secretary, Program Development and Budget
Ken Brora, Legislative Counsel, Department of the Interior
Guy Marti.., 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.



STATEMENT OF JOHN BORBRIDGE, JR.
PRESIDENT OF SEALASKA CORPORATION BEFORE THE JOINT SENATE-I-IOUSE
RESOURCES COMMITTEE HEARINGS
REGARDING THE COOK INLET REGIONAL CORPORATION LAND TRADE

It gives me a great deal of pleasure to present this statement in
support of the proposed land trade involving the State of AJaska, the

Department of Interior and the Cook Inlet Regional Corporation.

The passage of the Alaska Native Claims Settlement Act of
December 18, 1971, was a response by the Congress of the United
States to the obligation to define the precise nature and extent of the
land rights then being asserted hy the Indians, Eskimos and Aleuts
of Alaska. Tliat the legislation was enacted and that justice was done
to the aboriginal claimants of the land is a tribute to our system of
government. That the legislative product is imperfect and does
contain certain ambiguous or incomplete provisions appears to be

a result of a system of compromise tliat must function under the

stress of other pressing business in the congressional forum.

The proposed land swap is lhe final chapter in efforts to completely

identify the land to which Cook Inlet Region, Inc. should receive title.



It represents the final chapter of efforts to ensure tliat the
Alaska Native Claims Settlement Act objective of achieving justice

occurs.

I am frankly impressed with the good faith efforts being exhibited
by the parties to the proposed land swap and the thoroughness

of their preparations. Itis a pleasure to note the apparent desire
of the State of Alaska and the Department of Interior to ensure, to
the degree possible, that the ultimate objectives of all parties are
realized. The process of selecting land, a once-in-a lifetime
responsibility, is a difficult and sufficiently challenging task when
only oneparty to the transaction must be satisfied. | am pleased
with the success experienced by the Cook Inlet Region, Inc. in
working with the various interests concerned about this proposed
transaction. The patent effort by this Corporation to ensure com-
patibility between its desires and the diverse interests expressed
by othercitizen organizations bodes well for the future of similar
regional corporations. This corporation proceeded in a responsible

fashion which is a compliment, to its leadership.

[t seems appropriate to us for land trades to be made between the

Native regional corporations and the State or Federal government



so as to provide the optimum resource management capabilities
for the corporate and governmental agencies involved. Congress
guite obviously envisioned the possibility of land trades inasmuch
as Section 22(f) of the Alaska Native Claims Settlement Act pro-

4
vides that the federal government is authorized to exchange any
federal lands or interest therein in Alaska for lands or interest
therein of the village corporation regional corporations,
individuals or the State for the purpose of facilitating the manage-
ment or the development of the land. Subsequently, in the Alaska
Native Claims Settlement Act Amendment commonly called the
Omnibus Bill, Congress further underscored this ability to make
land trades between the Federal and State governments and the

regional corporations through specific approval of the land trade

presently before this committee.

While it might be expected that Scalaska Corporation would support
this land trade due to the involvement of the Cook Inlet Regional
Corporation, a sister corporation, we feel we can also support the
land trade on tho basis of our dealings both with the Department of
Interior and Lhe Alaska State Department of Natural Resources, both

of whom are staffed with dedicated people whose primary purpose



appears to be to protect the interests of their respective
governmental agencies.. Sealaska Corporation®s dealings with

the Department of Interior and the Alaska Department of Natural
Resources indicates a propensity by those two agencies to be overly
assertive with respect to public easements on Native lands reserved
by the Department of Interior in the interim conveyances issued to
Native corporations, and the Alaska State Department of Natural
Resources continued insistence on a 25-foot wide coastal easement
on all shoreline waters. In this instance, it is a pleasure to express

our approval of the role assumed by each.

In summary, we believe that not only the Cook Inlet Regional
Corporation, but also the United States Department of Interior and
the State of Alaska Department of Natural Resources has completely
reviewed the land trade and each finds it beneficial lo eiver into the
trade. As a consequence, Sealaska Corporation supports the
proposed land trade between the State of Alaska, United States
Government and the Cook Inlet Regional Corporation, Inc. as set

forth before your joint committees during these hearings.



Special To The Times - By old H. Galliett, Jr.

First of eries

THE GREAT COAL FRAUD

Of what are we defrauded?

A clique of top state officials conspires to give

the Cook
valuable

Inlet dative Corporation the following immensely-
state lands:

13.5 townships (311,000 cres) of patented state
coal land 1in the Beluga coalfield, including

the critical deep-water port and industrial area
essential to Alaska coal processing and ship—

ment. I have estimated the 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 tiian 2,000 feet

deep, Il estimate that there are at least

billion tons - and possibly as much as 14

billion tons - of recoverable coal in these town-—
ships.

5 townships (115,000 acres) of patented or tenta-
ti vel y-approved state coal 1land 1in the Homer

coalfield. I have estimated the recoverable coal
in 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, |
estimate tliat there are at least 1 billion tons -
and possibly as much as 12 billion tons - of
recoverable coal in 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 the profli—
gacy of the rest of this deal holds, we can ex—
pect these tracts to include Point Mackenzie port
lands and proven coal Jlands of great value. 1
have estimated the recoverable <coal in these most
valuable tracts from work by McGee and fronm
private data. Using a 50 percent recovery factor
applied to coal 1in seams over 2 feet thick and



less than 2,000 feet deep. Il 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 1involved.

At a coal royalty of only 20 cents per ton, we will
be losing 2.7 to 5.3 billion dollars 1in future <coal roy—
alties. At a price of only $10,000 per acre for critical
deep-water port and industrial land, we will be 1losing
100 to 150 million dollars in future state 1land 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 1income. 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 deal!

We are being gulled 1into giving away an enormous
resource of readily-accessible, easily-mined coal of
phenominally-1low 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
forei gn oil.

We are asked to hand over the critical deep-water
p rt and 1industrial 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 1importuned to
dispose of routes to Mental Health coal lands 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 nour, so that this robbery
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 1imrnensely-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. Mountains and hills near the canyon of the Susitna
River. This Jland surrounds a federal power site
withdrawal for the Susitna power project, and is
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 Jland 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:

1le Lake Clark - Lake 1Iliamna watershed. Local Native
Village Corporations have selected almost all of
the waterfront Iland on Lake Iliamna and about one-
quarter of the waterfront 1land 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 land “~n Lake Clark.

The state owns the beds of all navigable lakes,

rivers and streams in the Lake Clark - Lake 1lliamna
watershed. The famous red salmon from this area
spawn in the Jlakes, rivers and larger streams. The

state has jurisdiction over fish and game, and has
adequate authority to protect fish and game on both
public and private lands. The state will continue
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to govern, tax and serve citizens in the area. The
area and its citizens cannot be somehow severed
from the state by proposed improvements 1in federal
management of the hinterlands.

Therefore, "control”, as touted by top state
officials, of the Lake Clark - Lake Illiamna water —
shed, even by state acquisition of all 30 town —
ships in 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 townships. 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 land; wunnecessary
because of existing state ownership, jurisdiction
and authority.

This land is almost worthless except as a state-
financed hunting preserve.

High mountains and glaciers around Chakachamna

Lake*] This Jland 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.

, Tfor 19.7 townships (454,000 acres) of state coal
th 2.8 to £.0 billion dollars in future state 1income
receTve 31 townships of almost-inaccessible back-
harJ-to-reacii hinterlands which are nearly worth—
pt as a state-financed hunting preserve!l

0 gains? Who loses?
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Who gains? Who loses? And how much?

In return for immensely-valuable state coal lands,
the Cook 1Inlet 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 1in 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 1income, 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 1inflation plus the real cost of hiring money.

Foreseeable 1improvements 1in coal extraction, conversion
and transportation; increase of worid population and in-—
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 in the Beluga coalfield 1increased 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, is
on an escalator from which there 1is no exit. .Price of
surface estate at state land auctions has also increased
rapidly.

Consequently, I estimate that the escalation factor
will offset the discount factor, and that present value
of future income may be calculated with sufficient accuracy
using present royalty rates and present land prices.

There are about 75,000 Natives enrolled 1in the 12
Native regional corporations Jlocated 1in Alaska. About
6,500 of these Natives are enrolled in the Cook 1Inlet
Native Corporation. The population of Alaska today 1is



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, is estimated at 50 percent
of coal royalties and 40 percent of 1income 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 Inlef Native Corpo—
ration is estimated at $2.7 to $5.8 billion and $200

to $400 million, respectively.

Who gains?
From the premises above, I calculate as follows:

1. Each enrolled Native 1in the 11 Native corporations
in Alaska other than the Cook 1Inlet Native Corporation,
will receive an 1increase 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 $81,300!

2. Each enrolled Native 1in the Cook 1Inlet Native
Corporation will receive an increase in 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 loses?

Each citizen loses in increased state taxes or 1in
benefits which must be denied by our state government.
L J
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 1impact of coal development?

Next: Conflict of interest?
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Recent Events

On January 2, 1976, President 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 St.atehood 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 in 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 slate, creates
conflict 1in land management where none existed, discourages
settlement except by leasehold tenants on terms dictated
by Native corporations, and denies 80 percent of Alaskans
the 1income and responsible state control of an empire
of coal on the threshold of development.

The 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 wus 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 Alaskans 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 1Inlet land swap. Our legislature
may then (1) consent to the vague and 1indefinite 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.. If the legislature
does nothing, I expect Governor Hammond will proceed with—
out legislative approval, unless restrained by the courts.

Next: How will the coal be ruined?
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How will the coal be mined?

Recoverable coal which may be given away by the Hammond
administration in the infamous Cook Inlet land swap, is
estimated at 13 to 29 billion tons. At a royalty of only 20
cents per ton, this coal is 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 tne deeper parts of the Cook Inlet basin, the coal-
containing Kenai formation, which contains numerous thick
and thin coal beds, is more than 20,000 feet thick. Oil
well logs, 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. The estimated coal resources 1in the entire
Cook 1Inlet Basin exceed 1.3 trillion tons, but most of this

coal is either bDbeneath 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, enough coal
has been found in the shallow Capps and Chuitna beds alone,
to keep two, 6 million ton-per-year surface mines going for

over 50 years, Stanford Researcli 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
Corpora tion.

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 tlie
excavated materials. Belt stackers will spread the over —
burden on mined-out areas. Under our climatic conditions,

it will be relatively-easy to establish forest or grass—
land on recontoured areas.
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