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(907) 465-3834 
(907) 465-3835

J f e m c t e

(Em rtrrtritee m i ^ s m i r c s s  
Jan ua ry  22, 1982 Beltz R o o m

1:30 p.m. 211 - Capitol

Joint Ho us e and Senate Resource Committees

MEMBERS PRESENT

Senator Fahrjnkamp Representative Sutcliffe

Senator Fischer Re pr esentative Halford

Senator Bradley Representative Grussendorf

Senator Eliason Representative Va sk a

Senator Gilman Representative Fanning

Senator Mulc ah y

Senator Sturgulewski

Briefing on the Department of Natural Resources 

by John Katz, Commissioner

M ajo r ‘Personnel Changes and Reorganization - Have  created a D iv ision of 

F orestry (Ted Smith, Director) and decentralized field level operations to 
b etter serve the public.

Land Selection - Due to the D-2 legislation the state's selections were  

increased to 125 mill io n acres and the time to select was extended 10 years. 

D NR has undertaken a comprehensive process to identify lane and w ill 

r efi ne  selections through public input process. Serious issues can arise 

in regard to disposal of tentatively approved land. D NR  is taking steps 

to ad vise people of strengths and pitfalls of such lands.

R o ya lt y Oil - Amending pending s o l l c’tation to fit state requirement. 

Currently, there are six active sets ui negotiations: three existing

in-state refineries, one proposed refinery in Fairbanks, one in-state 

supplier, one mineral producer. Negotiations will be finalized next week, 

and contracts with specific recommendations will go to the legislature 

for ap pr ov al  by the end of this month.
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State Oil and Gas Lease P r ogr am - DNR is committed to the 5-ye ar  program, 

and to exploration of n e w  sources of oil and gas. The s t a t e’s po licy of 

one hig h v al ue  and two mo derate val ue  lease sales per y ea r  w i l l  be 

continued. To hav e hig h val ue sales that w il l  lead to State revenues, 

of fshore areas m ust be looked into.

Har d Rock M in ing  - The principal b arrier to m ini ng  development is the 

infrastructure, especially surface transportation. D is c us si on s w i t h  D OT 

are in progress. The bac kl og  in mining claim ad judications is being 

examined for efficiency.

Coal - Wor ki ng  on recommendations of task force: developing coal reclamation 

statute, actively planning transportation system in Beluga, revisi ng  coal 

leasing regulations, seeking source of petracoke. T he first shipments of 

coal fro m B el ug a could b e  in 1985-1987.

A griculture - Katz described the responsibilities of AAAC and DNR. AAAC is 

r esponsible for policy and planning for agricultural disposals; D N R  is 

responsible for implementing the disposals. D el ta  II East w ill proceed on  

schedule, but D el t a II West has be en  postponed indefinitely. D N R  is working 

on a Homestead "sweat equity" Bill to meet public desire for small 

agriculture parcels.

Fo restry - D N R  wil l support legislation to create a State system of forests 

if the designated lands have timber values.

Fire Suppression - Funds are needed for both fire suppression and p res up­

pression. Wor ki ng  w it h  federal, private, and Native agencies to develop 

more coordination and long term planning.

Land Exchange - Only lar.a exchanges of equal value and that benefit the state 

in a range of resource considerations can be enacted wit ho ut  legislative approval.

L and Disposal? - Whe n completed, D N R  will  provide the le gislature with a 

demand assessment; an optio n paper wit h ranking from hig h to low, cost figures, 

and recommendations on disposal; capital costs in subdivisions, boroughs, and 

outside.

Water - Through the Administration, DNR is proposing a basi n- wid e water 

adjudication bill. This would determine water rights on a systematic and 

comprehensive basis.

D o w  Shell - Working on recommendations of the government Petrochemical Task 

Force. There are no grounds for actual disposal of gas liquids at this time.

Northwest Gas Pipeline Project - Governor created a 5-member T ask Force to 

determine if the State should make a financial c on tr ibution to the project, 

and, if so, how? The IDT report is due the end of February, wi th  a report 

by Kidder-Peabody due soon after.

Resource Inventory CIP - Due to a $9 million appropri at io n last year, the 

Department has ongoing 35 separate resource inventory projects.

The mee ti ng  was adjourned at 3:00 p.m.
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D e c e m b e r  18, 1 9 8 1

Mr. D a v i d  H e a t w o l e
P r e s i d e n t  \  > -i ''
A l a s k a  M i n e r s  A s s o c i a t i o n  
509 W. T h i r d  A v e n u e  
S u i c e  17
A n c h o r a g e ,  A K  99501 

D e a r  Davei

A t  tha l a s t  m e e t i n g  o f  the C o m m i s s i o n e r ' s  H a r d r o c k  A d v i s o r y  
C o m m i t t e e ,  y o u  took the p o s i t i o n  o n  b e h a l f  o f  the A l a s k a  
M i n e r s  A s s o c i a t i o n ,  t h a t  the State s h o u l d  t a k e  n o  a ction in 
r e s p o n s e  to t h e  A t t o r n e y  G e n e r a l’s i n t e r p r e t a t i o n  of S e c t i o n  
6(i) o f  the A l a s k a  S t a t e h o o d  Act.

I h a v e  s i n c e  d i s c u s s e d  this m a t t e r  w i t h  the Governor, a n d  h e  
h as a g r e e d  w i t h  m e  t h a t  no r e m e d i a l  l e g i s l a t i v e  o r  a d m i n i s­
tr a t i v e  a c t i o n  is r e q u i r e d  a t  this time. Therefore, the 
D e p a r t m e n t  o f  N a t u r a l  R e s o urces w i l l  n o t  a l t e r  e x i s t i n g  
State p r a c t i c e  with, r e s p e c t  to the l o c a t i o n  of m i n i n g  claims 
on 6(a) a n d  6(b) lands. T h e  r e a s o n s  f o r  o u r  d e c ision have 

d i s c u s s e d  p u b l i c l y  on p r i o r  occasions, and so I w i l l  \  
d w e l l  u p o n  t h e m  here. B a s i c a l l y ,  w e  h a v e  c o n c l u d e d  t h a t  

State i n t e r e s t s  r e lated to m i n e r a l  e n t r y  are a d e q u a t e l y  
p r o t e c t e d  b y  the c u r r e n t  m a t r i x  of c o l l a t e r a l  law.

However, it s h o u l d  b e  noted t h a t  s o m e d a y  c i r c u m s t a n c e s  
b e y o n d  o u r  c o n t r o l  m a y  d i ctate t h a t  this issue b e  addressed.
In t h a t  event, I ask that c h a nnels o f  c o m m u n i c a t i o n  r emain 
o p e n  a s  the a s s o c i a t i o n  and the D e p a r t m e n t  s t u d y  our avail a b l e  
options.

T h a n k s  a g a i n  for the A s s o c i a t i o n ' s  a d v i c e  o n  this matter. 

Sincerely,

J o h n  W. Katz 
C o m m i s s i o n e r

c c : M i k e  W h i t e h e a d
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D e c e m b e r  30/ 1 9 8 1

T h e  H o n o r a b l e . T e d  S t evens 
U n i t e d  States S e n a t e  
1 27 R u s s e l l  B u i l d i n g  
W a s h i n g t o n ,  D. C. 20510

D e a r  Ted*

I n  a r e c e n t  t e l e c o n f e r e n c e  w i t h  L l o y d  Meeds, c o u n s e l  for 
C h u g a c h  Natives, Inc., w e  w e r e  a d v i s e d  t h a t  C N I  m i g h t  b e  
w i l l i n g  t o  r e l i n q u i s h  its A N C S A  Sec. 14(h)(8) s e l e c t i o n s  on 
M o n t a g u e  I s l a n d  (Patton Bay, M a c l e o d  H a r b o r  a n d  S t o c k d a l e  
H a r b o r ) , if it w o u l d  f a c i l i t a t e  a f e d e r a l - s t a t o  l a r d  e x c hange 
i n v o l v i n g  state lands a t  C a p e  Y a k a t a g a  a n d  a fin-al s e t t l e m e n t  
a c c e p t a b l e  to CNI.

Y o u  w i l l  r e c a l l  f r o m  o u r  l etter o f  D e c e m b e r  1, 1981, to you 
a n d  the o t h e r  m e m b e r s  o f  the A l a s k a  d e l e g a t i o n  that, b a s e d  
o n  n u m e r o u s  c o n s u l t a t i o n s  w i t h  C N I  a n d  c o n c e r n e d  state 
agencies, if an e x c h a n g e  t o o k  p l a c e  i n v o l v i n g  Y a k a t a g a  
lands, it w o u l d  b e  c o n f i n e d  t o  land b e t w e e n  t h e  D u k t o t h  and 
W h i t e  Rivers. B a s e d  o n  p r e l i m i n a r y  e s t i m a t e s  o f  a p p r a i s a b l e  
values, it a p p e a r s  t h a t  M o n t a g u e  I s l a n d  (while p o s s e s s i n g  
s i g n i f i c a n t l y  g r e a t e r  acreage) is vei^ c l o s e  in v a l u e  to 
s tate l a n d s  i d e n t i f i e d  a t  C a p e  Y a k a t a g a ,  a n d  (subject t o  
r e f i n e d  v a l u a t i o n ) , .nay s a t i s f y  t h e  e x c h a n g e  r e q u i r e m e n t s  of 
A S  38.50.

W e  thin! t h a t . C N I " s  a p p a r e n t  willingx.ess to c o n s i d e r  r e l i n­
qui s h i n g  their l e g a l  i n t e r e s t s  o n  M o n t a g u e  I s l a n d  is a 
s i g n i f i c a n t  s t e p  f o r w a r d  by t h a t  c o r p o r a t i o n  in s e e k i n g  a 
c o m p r o m i s e  a d m i n i s t r a t i v e  solution. E a r l y  in t h e  study 
process, t h e  S t a t e  of A l a s k a  i d e n t i f i e d  a p r i n c i p a l  p u b l i c  
p u r p o s e  w h i c h . w o u l d  be s erved b y  a  f e d e r a l - s t a t e  l a n d  exchange. 
P u b l i c  t e s t i m o n y  r e c e i v e d  b y  the C h u g a c h  R e g i o n  S t u d y  Group 
in C o r d o v a  and A n c h o r a g e ,  as w e l l  as s t a t e  a g e n c y  concerns 
f or fish, w i l d l i f e ,  a n d  r e c r e a t i o n a l  r e s o u r c e s ,  a rgued

i
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s t r o n g l y  f o r  t h e  r e t e n t i o n  in p u b l i c  o w n e r s h i p  o f  c o a s t a l  
l a n d s  i n  P r i n c e  W i l l i a m  Sound. T h e  State, theref o r e ,  has 
s o u g h t  t o  r e t a i n  in p u b l i c  o w n e r s h i p  a  n u m b e r  o f  i m p o r t a n t  
p u b l i c  v a l u e s ^ i n  P r i n c e  W i l l i a m  S o u n d  b y  s h i f t i n g  p r i v a t e  
c o r p o r a t e  o w n e r s h i p  t o  m o r e  r e m o t e  s t a t e  o w n e d  lands w h i c h  
m e e t  t h e  C o n g r e s s i o n a l  c r i t e r i a  o f  S e c t i o n  1430, ANILCA. A n  
e x c h a n g e  o f  s t a t e  l a n d  a t  C a p e  Y a k a t a g a  f o r  n a t i o n a l  f o r e s t  
2 a n d  o n  M o n t a g u e  I s l a n d  w o u l d  a c c o m p l i s h  t h i s  p u b l i c  purpose, 
w h i l e  s i m u l t a n e o u s l y  l a y i n g  t o  r e s t  a 1 0 - y e a r  s t r u g g l e  b y  
C N I  t o  g a i n  the fair a n d  j u s t  s e t t l e m e n t  p r o m i s e d  b y  Congress.

T h e  F o r e s t  S e r v i c e ' s  s t a t e d  o b j e c t i o n  t o  t h e  loss o f  n a t i o n a l
f o r e s t  l a n d  to C N I  (and o t h e r  conzeyances) is t h a t  it w o u l d  
d e n y  t h e  F o r e s t  S e r v i c e  t h e  a b i l i  y  to m a i n t a i n  a v i a b l e  
m u l t i p l e - u s e  p r o g r a m  o n  t h e  C h u g a c h  N a t i o n a l  Forest, a n d  a 
c o n t i n u o u s  s u p p l y  o f  goods a n d  services to t h e  nation.

T h e s e  f e d e r a l  c o n c e r n s  c o u l d  b e  m e t  b y  t h e  S t a t e ' s  a c c e p t a n c e  
o f  M o n t a g u e  I s l a n d  w i t h  a  d e e d  r e s t r i c t i o n  w h i c h  g u a r a n t e e d  
c o n t i n u e d  p u b l i c  o w n e r s h i p  a n d  u s e  (as p e r m i t t e d  b y  state 
e x c h a n g e  l a w  A S  38.50). Furthermore, the S t a t e  o f  A l a s k a  is 
c o n s i d e r i n g  the c r e a t i o n  o f  a state f o r e s t  s y s t e m  t o  insure
t h e  l o n g - t e r m  c o m m i t m e n t  o f  s u i t a b l e  s t a t e  lands for m u l t i p l e -
u s e  p u r p o s e s . T h i s  a c t i o n  w o u l d  a s s u r e  t h a t  m u l t i p l e - u s e  
v a l u e s  are p r o t e c t e d ,  a n d  t h a t  t h e  p u b l i c  c o u l d  c o n t i n u e  to 
u s e  a n d  e n j o y  M o n t a g u e  I s l a n d  and its m u l t i p l e - u s e  values.
T h e s e  v a l u e s  w o u l d  b e  g r e a t l y  i m p a i r e d  if CNI c h o o s e s  to 
e x e r c i s e  its s e l e c t i o n  r i g h t s  u n d e r  Sec. 1429 A1ILCA.

T h e  C h u g  'ch National Forest, m o r e over, w o u l d  bt c a p a b l e  of 
continuf' s u p p o r t  a v i a b l e  m u l t i p l e - u s e  p r o g r a m  even
a f t e r  103, Do*. '-.r. o*T n a t i o n a l  f o r e s t  l a n d  are c o n v e y e d  to 
C N I  (as c o n t a i n s  juxx the N o v e m b e r  13, 1 9 8 1  f e d e r a l  offer), 
a n d  M o n t a g u e  I sland (approximately 194,000 acres) is traded 
to the S t a t e  o f  A l a s k a  -  a r e d u c t i o n  in the size o f  the 
C h u g a c h  N a t i o n a l  F o r e s t  o f  a b o u t  5 percent. T w o - t h i r d s  o f  
t h a t  reduction, however, w o u l d  c o n t i n u e  to s e r v e  p u b l i c  
p u r p o s e s  u n d e r  S t a t e  o f  A l a s k a  ownership.

F o r  t h e  f o r e g o i n g  reasons, I b e l i e v e  t h a t  t h e r e  is suffic i e n t  
n e w  i n f o r m a t i o n  to w a r r a n t  a s h o r t  e x t e n s i o n  o f  the n e g o t i a t i n g  
period. I do w a n t  t o  reiterate, however, t h a t  t h e  State's 
u l t i m a t e  w i l l i n g n e s s  to p a r t i c i p a t e  in a n  e x c h a n g e  is depen d e n t  
o n  f o u r  factors: ,

1. A l l  o f  M o n t a g u e  I jland m u s t  b e  t r a n s f e r r e d  f r o m  the 
U S F S  to t h e  State.

2. C N I  m u s t  r e l i n q u i s h  its s e c t i o n  1 4 ( h ) (9) selections 
o n  M o n t a g u e  Island.
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3. T h e  S t a t e  o f  A l a s k a  m u s t  r e t a i n  a m a n a g e a b l e  forest 
u n i t  a t  C a p e  Y a k a t a g a .  W h i l e  t h e r e  is n o  q u e s t i o n  
t h a t  M o n t a g u e  I s l a n d  p o s s e s s e s  a  m u l t i p l i c i t y  of 
r e s o u r c e  v a l u e s  w h i c h  a r e  o f  i n t e r e s t  t o  t h e  State, • 
C a p e  Y a k a t a g a  c o n t a i n s  s o m e  o f  t h e  h i g h e s t  v a l u e  
ti m b e r  l a n d s  in S t a t e  o wnership. There f o r e ,  I 
b e l i e v e  t h a t  o n e  o r  m o r e  m a n a g e a b l e  u n i t s  m u s t  b e  
r e t a i n e d  i n  o r d e r  t o  p r e s e r v e  the L e g i s l a t u r e ' s  
o p t i o n  to c r e a t e  a  S t a t e  f o r e s t  at C a p e  Y a k a t a g a  -
a  m a t t e r  w h i c h  w i l l  l i k e l y  b e  c o n s i d e r e d  in the 
u p c o m i n g  session.

4. T h e  State m u s t  b e  a b l e  t o  d e m o n s t r a t e  c o m p l i a n c e  
w i t h  t h e  e q u a l  v a l u e  r e q u i r e m e n t s  o f  A S  38.50.
T h i s  p r o c e s s  w o u l d  p r o b a b l y  r e q u i r e  l e g i s l a t i v e  
a p p r o v a l  b e f o r e  a n  e x c h a n g e  c o u l d  b e  finalized.
In  o t h e r  words, a n y  p r o p o s e d  e x c h a n g e  m u s t  b e  
s u p p o r t a b l e  f r o m  b o t h  a s u b s t a n t i v e  a n d  p o l i t i c a l  
p o i n t  o f  view.

I r e c o g n i z e  t h a t  t h e s e  s t a n d a r d s  m a y  b e  d i f f i c u l t  t o  achieve. 
H o w ever, C h u g a c h ' s  l o n g  t r a v a i l  j u s t i f i e s  t h e  effort. W e  
l o o k  f o r w a r d  to w< r k i n g  w i t h  y o u  a n d  t h e  r e s t  of the C o n­
gr e s s i o n a l  d e l e g a t i o n  in a n  e f f o r t  t o  b r i n g  this m a t t e r  t o  a 
s a t i s f a c t o r y  resolution.

Sincerely,

J o h n  W. K a t z  l' 
C o m m i s s i o n e r  -

c c : R e p r e s e n t a t i v e  Y o u n g  
S e n a t o r  M u r k o w s k i  
M i k e  W h i t e h e a d  
J o h n  S a n d o r  
L i o n e l  D r a g e  
V e r n o n  W i ggins 
B i l l  H o r n



T h e  H o n o r a b l e  F r a n k  H. Murkowski^l.-'
S e n a t o r
U n i t e d  S t a t e s  S e n a t e  -v;.
W a s h i n g t o n #  D.C, 2 0 5 1 0 ’ •

■ * * . * * •• ;

D e a r  S e n a t o r  M u r k o w s k i t  •

I n  r e s p o n s e  t o  y o u r  r e c e n t  i n q u i r y  r e g a r d i n g  t h e  p r o p o s e d  
M c C a r t h y  l a n d  e x c h a n g e ,  t h e  f o l l o w i n g - s u m m a r y  o f  e v e n t s  

s h o u l d  b e  u s e f u l ,  {*''&■ *

E a r l y  i n  1981, the S t a t e  w a s  r e q u e s t e d  b y  t h e  N a t i o n a l  P a r k  
S e r v i c e  t o  c o n s i d e r  a  l a n d  e x c h a n g e  f o r  a p p r o x i m a t e l y  18,000 
a c r e s  o f  S t a t e  l a n d  a r o u n d  M c C a r t h y .  T h e  P a r k  S e r v i c e  w a s  
c o n c e r n e d  t h a t  a  p r o p o s e d  S t a t e  l a n d  d i s p o s a l  w o u l d  r e s u l t  
i n  a d d i t i o n a l  l a n d  m a n a g e m e n t  p r o b l e m s  i n  t h e  n e w l y  c r e a t e d  
W r a n g e l l / S t ,  E l i a s  N a t i o n a l  Park,'

S u b s e q u e n t l y ,  t h e  G o v e r n o r  a n d  f o r m e r  C o m m i s s i o n e r  L e R e s c h e  
a g r e e d  t o  p o s t p o n e  t h e  p r o p o s e d  l a n d  d i s p o s a l  u n t i l  t h e  fall 
o f  1 9 8 1  a n d  t o  n e g o t i a t e  w i t h  the P a r k  S e r v i c e  f o r  l a n d s  of 
e q u a l  v a l u e  to t h e  S t a t e .  T h e s e  n e g o t i a t i o n s  w e r e  c o n d u c t e d  
t h r o u g h  S e p t e m b e r  a n d  w e r e  u n s u c c e s s f u l  d u e  to u n w i l l i n g n e s s  
b y  t h e  P a r k  S e r v i c e  to m a k e  a v a i l a b l e  l a n d s  o f  e q u a l  value.

A  m o r e  r e c e n t  o v e r t u r e  b y  t h e  P a r k  S e r v i c e  to t h e  S t a t e  w a s  
a  p r o p o s e d  t h r e e  w a y  e x c h a n g e  i n c l u d i n g  C o o k  I n l e t  Region, Inc 
T h i s  p r o p o s a l  d o e s  n o t  a p p e a r  l i k e l y  to w i n  D e p a r t m e n t  o f  
I n t e r i o r  s u p p o r t  d u e  to C o o k  I n l e t ' s  o b j e c t i v e  o f  r e c e i v i n g  ' 
t i t l e  t o  N P R A  l a n d s  a n d  B L M ' s  o p p o s i t i o n  t o  s u c h  a  transfer.



T h e  H o n o r a b l e  F r a n k  H .  M u r k o w s k i  
P a g e  T w o
O c t o b e r  3 ,  1 9 3 1  •, ;f >

l i S i ! :% M  ft
T h e  D e p a r t m e n t  o f  n a t u r a l  R e s o u r c e s  w i l l  m a k e  o n e  a d d i t i o n a l  
a t t e m p t  t o  c o n s u m m a t e  a n  e x c h a n g e  w h i c h  s a t i s f i e s  t h e  r e q u i r e m e n t s  
o f  S t a t u t e  38.50. T o w a r d  t h i s  uad, w e  h a v e  p o s t p o n e d  t h e  ̂
p r o p o s e d  s a l e  u n t i l  t h e  s p r i n g  o f  1 9 8 2 .  S h o u l d  t h i s  e f f o r t  
n o t  b e  s u c c e s s f u l ,  t h e  S t a t e  w i l l  n o t  l i k e l y  m o v e  f o r w a r d  r.&t&j
w i t h  p l a n s  f o r  a  d i s p o s a l  n e a r  IfcCarthy. V

■, • • . • • - *

T h e  k e y  t o  s u c c e s s f u l  c o m p l e t i o n  o f  t h i s  e x c h a n g e  i s  t h e  V-
w i l l i n g n e s s  b y  the P a r k  S e r v i c e  t o  o f f e r  l a n d s  o f  e q u a l  
q u a l i t y  t o  t h o s e  t h e y  w i s h  to r e c e i v e  i n  exchange.

S i n c e  t h e  A l a s k a  l u n d s  l e g i s l a t i o n  s i g n i f i c a n t l y  e x p a n d s  
S t a t e  s e l e c t i o n  o p p o r t u n i t i e s  f w e  h a v e  t a k e n  t h e  p o s i t i o n  
t h a t  t h e  F e d e r a l  g o v e rn m ent m u s t  o f f e r  l a n d s  w h i c h  w e  a r e  
n o t  o t h e r w i s e  a u t h o r i z e d  to s e l e c t .  T h i s  h a s  m a d e  i t  ttore 
d i f f i c u l t  f o r  t h e  P a r k  S e r v i c e  to f i n d  m i n e r a l ,  o i l  a n d  gas, 
s e t t l e m e n t ,  s p o r t  hunting, o r  o t h e r  l a n d s  w h i c h  m e a t  the 
e q u a l  v a l u e  c r i t e r i o n .

I f  y o u  h a v e  a n y  f u r t h e r  q u e s t i o n s ,  p l e a s e  c o n t a c t  me.

I h o p e  t h a t  a l l  is w e l l  w i t h  y o u .

S i n c e r e l y ,

J o h n  W. K a t x  
Coramis sion e r

cc: T h e  Ho n o r a b l e  Br i a n  Rogers



(907)465-2400

N o v e m b e r  27, 1981

Mr. J o h n  Cook, Area Director 
N a t i o n a l  P a r k  Service 
540 W, 5 t h  A v e n u e  
Anchorage, A K  99501

D e a r  John:

I u n d e r s t a n d  t h a t  serious d i s c u s s i o n s  b e t w e e n  t h e  S t a t e  and 
t h e  N a t i o n a l  P a r k  Service r e g a r d i n g  the p r o p o s e d  M c C a r t h y  
l a n d  e x c h a n g e  acre s c h e duled t o  b e g i n  d u r i n g  the f i r s t  w e e k  
i n  D e c e m b e r .  I a m  h o p e f u l  t h a t  t n e s e  t a l k s  w i l l  b e  fruitful.

I n  o r d e r  t o  e n s u r e  e f f e c t i v e  S t a t e  p a r t i c i p a t i o n  in t h e s e  
d i s c u s s i o n s ,  I h a v e  a s k e d  Mr. R e e d  S t o o p s  t o  c o o r d i n a t e  
S t a t e  a g e n c y  involvement. B e f o r e  t h e s e  t a l k s  begin, k e y  
S t a t e  a g e n c i e s  w i l l  h a v e  c o m p l e t e d  a r e v i e w  of t h e  l i s t  of 
p o s s i b l e  e x c h a n g e  lands w h i c h  y o u  h a v e  s u b m i t t e d  to us.

A s  y o u  know, t h e  State m u s t  c o n s i d e r  l a n d  e x c h a n g e s  w i t h i n  
t h e  p a r a m e t e r s  s e t  b y  A S  38.50, w h i c h  r e q u i r e s  t h a t  t h e  
S t a t e  r e c e i v e  lands of e q u a l  v a l u e .  Moreover, d u e  t o  t h e  
l i b e r a l  S t a t e  s e l e c t i o n  p r o v i s i o n s  o f  ANILCA, t h e  S t a t e  m u s t  
r e c e i v e  l a n d s  w h i c h  are o t h e r w i s e  u n a v a i l a b l e  f o r  s e l e c t i o n  
u s i n g  o u r  r e m a i n i n g  S t a t e h o o d  e n t i t l e m e n t .

T o  d a t e ,  n o  e x c h a n g e  o f f e r  h a s  c o m e  c l o s e  to e q u a l  value.
A s  w e  h a v e  p r e v i o u s l y  advised, w e  bo?4 s e e k i n g  l ands w h i c h  
b e n e f i t  a broac r a n g e  o f  r e s o u r c e  u s e s  to o f f s e t  *■' > m u l t i p l e  
r e s o u r c e  v a l u e r  o f  S t a t e  l a n d s  n e a r  McCar t h y .

A l t h o u g h  t h e  S t a t e  w i l l  w o r k  d i l i g e n t l y  a n d  in g o o d  f a i t h  to 
d e v e l o p  w i t h  y o u  v i a b l e  e x c h a n g e  o p t ions, I w a n t  to m a k e  
i t  c l e a r  t h a t  i f  a n  a c c e p t a b l e  a g r e e m e n t  c a n n o t  b e  reached, 
t h e  S t a t e  w i l l  n o t  c o n s i d e r  p o s t p o n i n g  for a t h i r d  t i m e  its 
p l a n n e d  M c C a r t h y  land d i s p osal. I m e n t i o n  this s i m p l y  to 
u n d e r s c o r e  the i m p o r t a n c e  t h a t  I a t t a c h  to the u p c o m i n g  
d i s c u s s i o n s .  .

P l e a s e  f e e l  f r e e  to call m e  i f  y o u  h a v e  a n y  s u g g e s t i o n s  for 
o r  c o m m e n t s  o n  t h e s e  e x c h a n g e  talks.

S i n c e r e l y ,

>•, A  •-*j

J o h n  W. K a t z  
C o m m i s s i o n e r
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> r  / • ^ F JAY S. HAMMOND, GOVERNOR

O E llY U T M E V r OF NATURAL RESOURCES
OFFICE OF THE COMMISSIONER

P O U C H  M
J U N E A U ,A L A S K A  9 9 8 1 1  

P H O N E :

November 18, 1981

Mr. J. D. Hembree 
Dow Chemical Company 
2040 Dow Center 
Midland/ M i c h i g a n  48640

Mr. J. R. Str e e t  
Shell Chemical Company 
One Shell Plaza 
Houston, Texas 77001

Gentlemen:

Within the parameters of the Governor's policy statement on 
petrochemical development, the State will continue to pursue 
with the Dow-Shell Group an analysis of a petrochemical 
facility in Alaska.

In response to the recent recommendation of the Governor's 
Task Force on Petrochemicals, the State through this letter 
proposes to amend the Memorandum of Understanding and 
Intent as to term and other pertinent aspects as needed.

Pursuant to our recent conversations and subject to your 
concurrence, the State of Alaska hereby agrees to amend the 
Memorandum of Understanding and Intent between the State and 
the Dow-Shell as follows:

First, Article 6 shall be deleted and replaced with the 
f o l l o w i n g :

Sponsors agree to maintain open communications 
with the State on petrochemical feasibility and 
to provide status reports upon request.

Second, Article 26(c) shall be amended as follows:

(c) This mem o r a n d u m  terminates if Sponsors and 
the C o m missioner of Natural Resources of the State
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of Alaska have not executed an agreement for sale and 
purchase of the State's royalty natural gas liquids, 
or other agreement satisfactory to the parties, by 
June 30, 1982, unless extended by mutual concurrence 
of the parties.

In addition to the above changes in the Memo r a n d u m  of 
Understanding, I w o u l d  like to also note other items for 
our mutual u n derstanding and the public record:

First, Doyon, Ltd. and E.I. duPont de Nemours are not 
participants in the Dow-Shell group.

Second, Earth Resources Company of Alaska.,, a p a rticipant 
in the Dow-Shell Group, has been rencimed Mapco Alaska, Inc,,

Third, the responsibilities of Doyon, Ltd. and E. I. duPont 
de Nemours under the M e m o r a n d u m  were assigned by Dow Chemical 
U.S.A. and Shell Chemical Company under their role as 
S p o n s o r s .

Fourth, the Dow-Shell Gr o u p  completed and submitted to 
the State a Feasibility Study Report for the manuf a c t u r e  of 
petrochemicals in Alaska on September 9, 1981, which justifies 
the further analysis of petrochemical development. The 
Sponsors notified the State on September 9, 19FI, that they 
wished to continue their efforts towards the development of 
a petrochemical industry in Alaska.

Firth, Alaska Interior Resources Company, Inc., with the 
cooperation of Dow Chemical U.S.A., studied the feasibility 
of providing coal-fired electric power to the petrochemical 
project and. studied the feasibility of constructing a coal- 
based methanol plant in Interior Alaska. In addition,
Alaska Interior Resources Company studied the feasibility 
of a methanol facility located in Interior Alaska utilizing 
methane as feedstock. These studies were submitted to 
the State as part of the Dow-Shell Feasibility Study Report 
of September 9, 1981.

Sixth, the Sponsors provided oral progress reports on the 
Feasibility Study to the State upon request and Sponsors 
submitted, writ t e n  monthly progress reports to the State 
beginning with the end of the third month following the 
execution of the Memorandum.

Seventh, the Sponsors entered into negotiations with North 
Slope producers for the purchase of natural gas liquids.
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Eighth, the Sponsors provided engineering expertise to the 
State during the design of the conditioning plant/gas 
pipeline.

Ninth, the Sponsors completed and submitted to the State 
a study detailing the project's electrical power requirements 
and alternative means of meeting those requirements. This 
study was submitted to the State as part of the Dow-Shell 
Feasibility Study Report of September 9, 1981.

Tenth, the State assisted the Sponsors in their efforts to 
secure non-royalty natural gas liquids throuah communications 
with the North Slope producers.

Eleventh, the State, with the Sponsors' concurrence, did not 
carry out a study on a natural gas liquids pipeline.

Twelfth, the State, with the Sponsors' concurrence, expanded 
the m e m bership of the Alas k a  Citizens Advisory Council from 
five to seven members.

Thirteenth, the Alaska Citizens Advisory Council presented 
its report to the State in October, 1981. The Community 
Advisory Board presented its report to the Governor in 
September, 1981.

Fourteenth, the State examined the infrastructure, such 
as roads, docks, and other facilities which may be needed 
for the project at the potential sites.

Fifteenth, the State examined what incentives (e.g., tax 
exempt financing) to the building of a project by the 
Dow-Shell Group can appropriately be granted by the State 
under State law.

If you are in concurrence with the above, please indicate 
by signing below, and returning the original.

Sincerely,

John W. Katz 
Commissioner



MEMORANDUM State of Alaska
DEPARTMENT OF N A T URAL RESOURCES - OFFICE OF COMMISSIONER

t o  The Honorable Jay S. Hammond 
Governor of Alaska

DATE:

FILE NO:

December 31, 1981

FROM: j o h n  K a f c
C o m m i s s i o n e r

TELEPHONE NO: 4 6 5 _ 2 4 Q 0

SUBJECT: State Examination of 
Alaska Natural Gas 
Transportation System 
(ANGTS) Financing

A t  your request, we have designed the following process for 
the State's examination of ANGTS financing and of the advisa­
bility of a State contribution to pipeline financing. The 
Cabinet group consisting of Attorney General Wilson Condon, 
Revenue Commissioner Tom Williams, and myself has been 
joined by Senator Bettye Fahrenkamp and Representative Rick 
Halford of the A J a s k a  State Legislature.

Objectives

The objectives of our w o r k  will be threefold: (1) Analysis
of whether State financial participation in ANGTS appears 
desirable and feasible. In other words, should the State 
participate in ANGTS financing? (2) If State participation 
appears desirable and feasible, analysis of the possible 
structure or methods of State participation in ANGTS financing, 
with an emphasis on the gas conditioning plant; and (3) If 
State participation appears desirable and feasible, analysis 
of the competing and prudent uses of State funds for meeting 
Alaska's needs.

Significant Issues

In making these analyses, we will review a number of signifi­
cant questions wh i c h  would be asked by any prudent investor 
and some of particular interest to the State of Alaska.
Among the general factors which would have to be considered 
would be the following: Prudhoe Hay gas marketability;
impact of gas deregulation; availanility of alternate gas 
supplies; availability of investment capital; project risk 
analysis; and proposed financing structure of project.

Issues of particular interest to Alaska include the following: 
provision of adequate information to the State; costs/benefits 
analysis; in-state use, including possible petrochemical 
development; State's financing capability; State's compara­
tive investment options; and regulatory and tax implications 
of State participation in pipeline financing. A  costs/ 
benefits analysis would cover such areas as wellhead value;
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r o y a l t i e s ,  s e v e r a n c e  taxes, p r o p e r t y  taxes; s e c o n d a r y  and 
t e r t i a r y  e c o n o m i c  b e n e f i t s ,  s u c h  as jobs a n d  spinoff industries; 
a n d  s o c i a l  a n d  e n v i r o n m e n t a l  effects.

P r o c e d u r e  -
—  —  - -

In  c a r r y i n g  o u t  t h e s e  analyses, w e  w i l l  m e e t  w i t h  t h e  m a j o r  
p r o j e c t  p a r t i c i p a n t s  f o r  i n - d e p t h  d i s c u s s i o n s  o f  p r o j e c t  
financing. T h e s e  d i s c u s s i o n s  w i l l  c o v e r  t h e  n a t u r e  o f  the 
r i s k  w h i c h  t h e  S t a t e  m i g h t  a s s u m e  t h r o u g h  S t a t e  p a r t i c i p a t i o n  
i n  t h e  p r o ject/ a n d  t h e  structure(s) o f  S t a t e  partic i p a t i o n ,  
if any. A  m e e t i n g  w i t h  N o r t h w e s t  A l a s k a  a n d  its financial 
c o u n s e l  t h e  f i r s t  w e e k  o f  D e c e m b e r  i n i t i a t e d  t h i s  process.

W e  a r e  a l s o  in t h e  p r o c e s s  o f  h i r i n g  an i n v e s t m e n t  b a n k i n g  
f i r m  as t h e  S t a t e’s c o n s u l t a n t  o n  t h e  f i n a n c i n g  issues. 
I n i t i a l  i n t e r v i e w s  w i t h  four i n v e s t m e n t  firms h a v e  a l r e a d y  
i l l u s t r a t e d  t h e  v a l u a b l e  services they w i l l  b e  a b l e  to 
provide.

Finally, w e  w i l l  carry o u t  a p p r o p r i a t e  i n - h o u s e  research.
T o  a s s i s t  in t h e  w o r k ,  a  staff g r o u p  f r o m  the D e p a r t m e n t s  of 
N a t u r a l  R e s o u r c e s ,  Revenue, Law, B u d g e t  a n d  Manage m e n t ,  and 
t h e  L e g i s l a t u r e  h a s  b e e n  formed.

T i m e l i n e  a n d  W o r k  P r o d u c t
.»}

B y  M a r c h  1, 1982, w e  p r o p o s e  to p r o v i d e  a w r i t t e n  i n terim 
r e p o r t  o f  o u r  f i n d i n g s  to t h a t  date and r e c o m m e n d a t i o n s ,  if 
any. T h i s  r e p o r t  w i l l  cover r e v i e w  of t h e  g e n e r a l  issues 
a n d  s h o u l d  a l l o w  a c o n c e p t u a l  d e c i s i o n  a b o u t  w h e t h e r  the 
S t a t e  s h o u l d  p a r t i c i p a t e  in gas p i p e l i n e  f i n a n c i n g  o r  not.

O u r  a b i l i t y  t o  f o l l o w  the p r o p o s e d  t i m e l i n e  w i l l  depend, in 
l a r g e  part, o n  t h e  a v a i l a b i l i t y  a n d  a d e q u a c y  of inform a t i o n  
p r o v i d e d  b y  N o r t h w e s t  Alaska, its i n v e s t m e n t  bankers, and 
others. If t h e  n e c e s s a r y  i n f o r m a t i o n  is n o t  s u b m itted in 
s u f f i c i e n t  d e p t h  o r  i n  a t i m e l y  fashion, our w o r k  w i l l  have 
t o  b e  a d j u s t e d  accor d i n g l y .

B y  m i d -May, w e  p r o p o s e  to s ubmit a final report, if a p­
propri a t e ,  t o  y o u  a n d  the L e g i s l a t u r e  f o r  y o u r  consideration.
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MEMORANDUM State of Alaska
to: T h e  Hono r a b l e  John \{/. Katz

C o m m i s s i o n e r

d a t e :  January 19, 1982

FROM: Kay Brown 

A c t i n g  Dire

Di v i s i o n  of &

D e p a r t m e n t  i Resources

E nergy Manaycmcni.

y

TELEPHONE NO:

s u b je c t :  Presale Evaluations

FILE NO:

cor State Oil and 

Gas Lease Sales 34 

and 39

D e p a r t m e n t  o f  Natural Resources

This m e m o r a n d u m  is to a p p rise y ou of the reed for l egislative assistance 

in order to c o n d u c t  lease sales under the Five-Year Oil and Gas Leasing 

Schedule. As a result of a recent ruling by the Alaska Superior Court, 

the D e p a r t m e n t ' s  a b i l i t y  to meet its objective of m a i n t a i n i n g  a 

pr e d i c t a b l e  sale schedule has been seriously affected.

As you are aware, pr i o r  to each oil and gas lease sale, the Department 

conducts an e x t e n s i v e  presale evaluation as required by AS 3 8 . 0 5 . 1 8 0 ^f) 

to assess the reso u r c e  v a ^ e  of each tract proposed for lease. This 

tract e v a l uation assists the Department in determining: 1) tracts that

should be leased; 2) leasing (or bidding) methods f or each tract; and 3) 

a d e q u a c y  o f  the bid offered for each tract. This presale evaluation 

d e p ends h e a vily on geophysical (seismic) data. In Ma r c h  1981, the 

D e p a r t m e n t  a m e nded its miscellaneous land use permit: ("MLUP") 

regulations to require geophysical explorers for oil and gas resources 

on State lands to submit to the Department copies of all raw and 

processed, n o n i n t e r p r e t e d  data and information as a condition of its 

e x p l o r a t i o n  permit. Un d e r  the regulations, the Dep a r t m e n t  reimburses 

the per m i t t e e  f or ill costs directly incurred by the submission of this 

information. Th D e p a r t m e n t  keeps this information confidcntial upon 

the request of the permittee. • .

• T h e  MLU P  regulations w e r e  challenged in Alaska S u p e r i o r  Court in two

. d i f f e r e n t  lawsuits. In the first challenge, the Dep a r t m e n t  prevailed 

and the S u p e r i o r  Court validated the regulatic s. Chevron v ., LeResche, 

Al a s k a  Superior C^urt No. 3AN-81 -4154 Civ. (September 16, 198T)~ TrTthe 

second challenge, the permittee prevailed and the regulations were found 

to be invalid p r i m a r i l y  because the Department did not have sufficient 

l e g i s lative a u t h o r i t y  for th e i r  adoption. Exxon v. K a t z , Alaska 

Su p e r i o r  Court. No. 3AN-81-6041 Civ. (January 8, 1982). The Department 

has been enjoined fr o m  enforcing these regulations pending reversal on 

an appeal the D e p a r t m e n t  plans to file sometime next week. The effect 

of these lawsuits i> that the Department m ay not a c q uire copies of the 

geophysical informav.ion acquired on State lands e x c e p t  through outright 

purchase.
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T h e  d i l e m m a  the Dep a r t m e n t  faces can be anticipated. Oil and Gas Lease 

Sa l e  '34 (Prudhoe Bay Upland*) is scheduled for S e p t e m b e r  28, 1982, and 

the D e p a r t m e n t ' s  existing geophysical data base is in a d e q u a t e  to conduct 

the r e q u i r e d  presale anal y s i s  p r i o r  to that sale. T he D e p a r t m e n t  was 

a n t i c i p a t i n g  the s u b m ission of e xtensive geophysical i n f o r m a t i o n  under 

t he M L U P  regulations to c o n d u c t  its presale analysis; however, it is now 

u n a b l e  to acquire that i n f o r m a t i o n  unless that information can be • 

p u r c h a s e d .  The Dep a r t m e n t  has learned that two of its p e r m ittees are 

n o w - w i , l i n g  to sell geophysical information acquired f r o m  the Sale 34 

are a  for a total of $5.3 million. However, only $2.7 m i l l i o n  remain in 

the D e p a r t m e n t ' s  budget for the purchase o f  geophysical i n f o r mation

t h r o u g h  the r e m a i n d e r  of FY 83 and these monies p r imarily w e r e  earmarked

f o r  the purchase of geophysical information for Sale 39, the third 

B e a u f o r t  Sea lease sale. ( D iscussions wit h  one permittee are still 

c o n t i n u i n g ,  and it is poss i b l e  th a t  the $5.3 million n eeded could be 

re d u c e d  to as little as $2.3 mill ion. A firm answer on the price is 

e x p e c t e d  by Wednesday, J a n u a r y  20.)

In li g h t  of this dilemma, there a p p e a r  to be several s h o r t - t e r m  options 

a v a i l a b l e  to the Dep a r t m e n t  on w h i c h  we wo u l d  appreciate y o u r  direction 

and a s s i s t a n c e  in pursuing:

1. Seek an immediate supplemental to the FY 82 CIP b udget

of up to $5.3 m i l lion for data acquisivion for Sale 34. A 

supplemental a p p r o p r i a t i o n  w o u l d  have to be approved by the last 

w e e k  in February if the sale is to stay on schedule.

2. In the event that adeq u a t e  data for Sale 34 can be 

purc h a s e d  for less than $2.7 million, spend the a v a i l a b l e  

m o nies for Sale 34 and la t e r  seek reinstatement o f  funds 

to co v e r  Sale 39 costs.

3. Postpone Sale 34 for 15 months until the e a r l i e s t

possible date allowable by law (January 1984, a s s u m i n g  a

deci s i o n  to amend the 1932 Five-Year Leasing Sche d u l e  is 

m a d e  by J a n uary z2, 1982) and await the outcome o f  the 

Alaska Supreme Court's d e c i s i o n  on the validity of the 

ML U P  regulations. If the regulations are vali d a t e d  by the 

Supreme Court before June or July 1983, the D e p a r t m e n t  w o u l d  

ac q uire information from the Sale 34 area in time f o r  a 

J a n u a r y  1984 sale w i t h o u t  the need for a legislative 

appropriation.

Unde: ,oth options above, an FY 83 CIP appropriation of $1. 9  million 
s h o u l d  be requested to s u p p l e m e n t  monies needed to a c q u i r e  data for Sale 

39 and upcoming FY 84 sales. (The existing and planned CIP

a p p r o p r i a t i o n s  are ser i o u s l y  u n d e r e s t i m a t e d  due to u n a n t i c i p a t e d  higher

costs). In addition, u n d e r  both options, the D e p a r t m e n t  s hould seek
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e x p l i c i t  legislative a u t h o r i t y  this y e a r  to acquire geophysical data as 

a c o n d i t i o n  cf a State explorat nn permit so that the D e p a rtment may 

r e c e i v e  the benefit of f uture geophysical exploration or unle a s e d  State 

lands. Provisions o f  this bill are being discussed with the Dep a r t m e n t  

of L a w  and will be d i s c u s s e d  w i t h  y o u r  staff.



to: J o h n  W. Katz, C o m m i s s i o n e r  DATE; J a n u a r y  5, 1982
Dept, of N a t u r a l  R e s o urces 
P o u c h  M  FILE N0;
J u n e a u

TELEPHOMC NO:

FROM: W I L S O N  L. C O N D O N  
A T T O R N E Y  G E N E R A L

By: M i c hael A r r u d a  
A s s i s t a n t  A t t o r n e y  G e neral 
A n c h o r a g e  - AGO

SUBJECT: Status of 
M i s c e l l a n e o u s  
La n d  U s e  P ermit 
R e g u l a t i o n s  
L i t i g a t i o n

Y o u  h a v e  requested, t h r o u g h  the D i v i s i o n  o f  M i n e r a l s  
and E n e r g y  Management, a status report on the l i t i g a t i o n  s u r­
roun d i n g  the March, 1981, a m e n d m e n t s  to the M i s c e l l a n e o u s  L a n d  
U s e  P e r m i t  ("MLUP") regulations, 11 A A C  9 6.010 —  11 A A C
96.250. A s  y o u  recall, these a m e n d m e n t s  join oil gas p e r­
mi t t e e s  into the state land use p e r m i t  p r o g r a m  b y  r e q u i r i n g  
that a p e r s o n  s e e k i n g  to conduct g e o p h y s i c a l  e x p l o r a t i o n  or 
d r i l l  a s t r a t i g r a p h i c  test well on state land first a c q u i r e  a 
p e r m i t  from the D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  ("Department"). 
U p o n  c o m p l e t i o n  of a c t i v i t i e s  under the permit, the p e r m i t t e e  
is r e q u i r e d  to make a v a i l a b l e  to the D e p a r t m e n t  s p e c i f i c a l l y  
i d e n t i f i e d  n o n - i n t e r p r e t e d  d a t a  and i n f o r m a t i o n  a c q u i r e d  from 
those a c t i v i t i e s  on state lands. 11 AAC 96.210. The 
D e p a r t m e n t  will r e i m b u r s e  the p e r m i t t e e  for all r e a s o n a b l e  
co s t s  d i r e c t l y  i n c urred b y  the p e r m i t t e e  due to the s u b m i s s i o n  
of these data and information. 11 A A C  96.230. T h e  r e g u l a t i o n s  
f u rth er p r o v i d e  that the D epartment will k e e p  c o n f i d e n t i a l  all 
d a t a  and i n f o r m a t i o n  submitted by the p e r m i t t e e  w h e n  the p e r­
mit t e e  r e q uests the D e p a r t m e n t  to do so. There is no time 
limit on this p e r i o d  of c o n f i d entialit y. 11 AAC 96.220. Thus, 
the r e g u l a t i o n s  d e s c r i b e  the terms under whic h the Depart m e n t  
w:.ll a l l o w  p e r m i t t e e s  to enter state lands for the p u r p o s e  of 
c o l l e c t i n g  v a l u a b l e  g e o p h y s i c a l  data and information.

The M L U P  r e g u l a t i o n s  are c u r r e n t l y  at issue in five 
ci v i l  actions  in the A l a s k a  court system. The first of these 
a c t i o n s  was filed on June 16, 1981, by C h e v r o n  U.S.A., Inc.,
M a r a t h o n  Oil Company, and Phill i p s  P e t r o l e u m  C o m p a n y  ( c o l l e c­
tively, "Chevron"). C h e v r o n  c o m p l a i n e d  that the ML UP r e g u l a­
tions were invalid on b o t h  s u b s t a n t i v e  and p r o c e d u r a l  g rounds. 
T h e  focus of C h e v r o n ' s  c o m p l a i n t  was that the r e g u l a t i o n s  were 
not a u t h o r i z e d  b y  AS 3 8 . 0 5 . 1 8 0  and that the legis lative h i s t o r y  
of AS 3 8 . 0 5 . 1 0 0 ( x ) e x p r e s s e d  an i n t e n t i o n  to s p e c i f i c a l l y  d e n y  

the Depart m e n t  tlv a u t h o r i t y  to a c quire g e o p h y s i c a l  data and 
i n f o r m a t i o n  on unieased state lands. F o l l o w i n g  b r i e f i n g  and 

oral a r g u m e n t  by counsel, the A l a s k a  superior court, J u d g e  Mark 
R o w land presiding, u n e q u i v o c a l ] y  v a l i d a t e d  the r e g u l a t i o n s  in 
all respects, making the foll owing findings and c onclu s i o n s :

J-ll

O .v r .O l  A ( R e v .  10/70)
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Re: S t a t u s  of M i s c e l l a n e o u s
Land Use Permit R e g u l a t i o n s  
L i t i g a t i o n

2. This court finds and concludes
t h a t :

(a) the C o m m i s s i o n e r  of the D e p a r t m e n t  
of N a t u r a l  Resources h a s  the a u t h o r i t y  to 
ad o p t  regulations;

(b) the m i s c e l l a n e o u s  land use p e rmit
r e g u l a t i o n s  (11 A A C  9 6 . 0 1 0 - 1 1  APC 96.250) 
are w i t h i n  the scope of the a u t h o r i t y  
c o n f e r r e d  upon the Department^ of N a t u r a l  
Resources;

(c) the m i s c e l l a n e o u s  land use p e r m i t
re g u l a t i o n s  are c o n s i s t e n t  with the statutes 
the Depar t m e n t  of N a t u r a l  Reso urces relies 
u p o n  for its authorization;

(d) the m i s c e l l a n e o u s  laud use p er mit
r e g u l a t i o n s  are r e a s o n a b l y  n e c e s s a r y  to 
c arry out the p u r p o s e  of the statute s the 
D e p a r t m e n t  of N a t u r a l  Resource s relies upon 
for its authorization;

(e) the m i s c e l l a n e o u s  land use p ermit
r e g u l a t i o n s  are r e a s o n a b l e  and not a r b i­
trary.

Thus, in a c c o r d a n c e  w i t h  AS 44.62.300, this 
court d e c l a r e s  that the m i s c e l l a n e o u s  land 
use p e rmit r egu lations (11 AAC 9 6 . 0 1 0 - 1 1  AAC 
96.250) are valid.

Final Judgment, C h e vron v. L e R e s c h e , No. 3AN 81-4154 CIV. 
(Alaska S u p er ior Court, September 16, 1981).

A n  a ppeal to the A l a s k a  suprem e court was filed b y  
C h e v r o n  on Ocl iber 9, 1981, and that case is a w a i t i n g
briefing, with Ch evron's o p e n i n g  brief c u r r e n t l y  due on 

J a n u a r y  12, 1982.
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J o h n  W .  K a t z ,  C o m m i s s i o n e r  - 3 -  J a n u a r y  5, 1 9 8 2

R e :  S t a t u s  o f  M i s c e l l a n e o u s

h a n d  U s e  P e r m i t  R e g u l a t i o n s  

L i t i g a t i o n

I n  t h e  m e a n t i m e ,  o n  S e p t e m b e r  2, 1 9 8 1 ,  E x x o n

C o r p o r a t i o n  f . l e d  a  c o m p l a i n t  i n  s u p e r i o r  c o u r t  f o r  d e c l a r a ­
t o r y  a n d  i n j u n c t i v e  r e l i e f  t o  a d j u d i c a t e  t h e  v a l i d i t y  o f  t h e  

M L U P  r e g u l a t i o n s .  E x x o n  v. K a t z , A l a s k a  S u p e r i o r  C o u r t  N o .  
3 A N  8 1 - 6 0 4 1  C I V .  I n  i t s  c o m p l a i n t ,  a n d  t h r o u g h  i t s  m e m o r a n d a ,  

E x x o n  s e e k s  t h e  i n v a l i d a t i o n  o f  t h e  M L U P  r e g u l a t i o n s  o n  t h e  

s a m e  g r o u n d s  a d d r e s s e d  b y  t h e  s u p e r i o r  c o u r t ' s  f i n a l  j u d g m e n t  

i n  C h e v r o n  v. L e R e s c h e , w i t h  t h e  a d d i t i o n a l  c l a i m s  t h a t :  (a)

t h e  M L U P  r e g u l a t i o n s  w e r e  n o t  a d o p t e d  i n  a c c o r d a n c e  w i t h  t h e  

p r o c e d u r e s  e s t a b l i s h e d  i n  t h e  A l a s k a  A d m i n i s t r a t i v e  P r o c e d u r e s  

A c t ;  a n d  (b) t h e  M L U P  r e g u l a t i o n s  c o n s t i t u t e  a n  i m p e r m i s s i b l e  

t a k i n g  w i t h o u t  j u s t  c o m p e n s a t i o n  u n d e r  t h e  A l a s k a  a n d  U n i t e d  

S t a t e s  c o n s t i t u t i o n s .  E x x o n  a l s o  f i l e d  a  m o t i o n  f o r  p r e l i m i ­

n a r y  i n j u n c t i o n  s e e k i n g  t o  p e r m a n e n t l y  e n j o i n  t h e  s t a t e  d e f e n ­

d a n t s  f r o m  e n f o r c i n g  t h e s e  r e g u l a t i o n s .  T h e  b r i e f i n g  i n  E x x o n  

v. K a t z , h a s  b e e n  c o m p l e t e d  a n d  o r a l  a r g u m e n t  h a s  b e e n  s c h e ­

d u l e d  f o r  J a n u a r y  8, 1 9 8 2 .

L e s s  t h a n  t w o  m o n t h s  a f t e r  E x x o n ' s  c o m p l a i n t ,  o n

O c t o b e r  2 9, 1 9 8 1 ,  U n i o n  O i l  C o m p a n y  o f  C a l i f o r n i a  ( " U n i o n " )

a l s o  f i l e d  a  c o m p l a i n t  i n  t h e  s u p e r i o r  c o u r t  f o r  d e c l a r a t o r y  

a n d  i n j u n c t i v e  r e l i e f  s e e k i n g  a d e c l a r a t i o n  t h a t  t h e  s a m e  

a m e n d m e n t s  t o  t h e  m i s c e l l a n e o u s  l a n d  u s e  p e r m i t  r e g u l a t i o n s

c h a l l e n g e d  b y  E x x o n  a n d  t h e  c o n d i t i o n s  a t t a c h e d  t o  U n i o n ' s  

p e r m i t s  r e q u i r i n g  t h e  s u b m i s s i o n  o f  c e r t a i n  g e o p h y s i c a l  

e x p l o r a t i o n  d a t a  a n d  i n f o r m a t i o n  a r e  i n v a l i d .  U n i o n  i s  a l s o  

s e e k i n g  a n  i n j u n c t i o n  a g a i n s t  t h e  D e p a r t m e n t ' s  e n f o r c e m e n t  o f  

t h e s e  r e g u l a t i o n s .  U n i o n  O i l  C o m p a n y  o f  C a l i f o r n i a  v . S t a t e , 

A l a s k a  S u p e r i o r  C o u r t  N o .  3 A N  8 1 - 7 4 7 3  C I V .

I n  i t s  c o m p l a i n t ,  U n i o n  s e e k s  t h e  i n v a l i d a t i o n  o f  t h e  

M L U P  r e g u l a t i o n s  o n  f o u r  b a s i c  g r o u n d s :  1) t h e y  a r e  o u t s i d e

t h e  s c o p e  o f  t h e  a u t h o r i t y  d e l e g a t e d  t o  t h e  D e p a r t m e n t  o f

N a t u r a l  R e s o u r c e s ;  2) t h e y  a r e  i n c o n s i s t e n t  w i t h  s t a t u t e s  

r e l i e d  u p o n  f o r  t h e i r  a d o p t i o n ;  3) t h e y  w e r e  n o t  p r o p e r l y  

n o t i c e d  t o  t h e  p u b l i c  u n d e r  t h e  A l a s k a  A d m i n i s t r a t i v e  

P r o c e d u r e s  A c t ;  a n d  4) t h e y  w e r e  r e t r o a c t i v e l y  a p p l i e d  t o  
U n i o n ' s  p e r m i t .
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J o h n  W .  K a t z ,  C o m m i s s i o n e r  - 4 -  J a n u a r y  5, 1 9 8 2

R e :  S t a t u s  o f  M i s c e l l a n e o u s

L a n d  U s e  P e r m i t  R e g u l a t i o n s  

L i t i g a t i o n

T h e  s t a t e  d e f e n d a n t s  h a v e  d e n i e d  U n i o n ' s  c l a i m s  a n d  

h a v e  f i l e d  a t h i r d  p a r t y  c o m p l a i n t  a g a i n s t  A R C O  O i l  a n d  G a s  

C o m p a n y  a n d  A R C O  E x p l o r a t i o n  C o m p a n y  f o r  d e c l a r a t o r y  j u d g m e n t  

b e c a u s e  t h e  A R C O  c o m p a n i e s  a n d  U n i o n  j o i n t l y  c o n d u c t e d  g e e  p h y ­

s i c a l  e x p l o r a t i o n  u n d e r  s t a t e  p e r m i t  w h i c h  i s  s u b j e c t  t o  d a t a  

s u b m i s s i o n  r e q u i r e m e n t s  o f  t h e  M L U P  r e g u l a t i o n s .  I n  t h e i r  
t h i r d  p a r t y  c o m p l a i n t ,  t h e  s t a t e  is  s e e k i n g  a j u d i c i a l  v a l i ­

d a t i o n  o f  t h e  M L U P  r e g u l a t i o n s  o n  t h e  s a m e  g r o u n d s  U n i o n  h a s  

r a i s e d  a s  b a s e s  f o r  i n v a l i d a t i o n  o f  t h e  r e g u l a t i o n s ,  a n d  o t h e r  

g r o u n d s .

F i n a l l y ,  o n  D e c e m b e r  17 , 1 9 8 1 ,  t h e  D e p a r t m e n t  o f

N a t u r a l  R e s o u r c e s  f i l e d  a c o m p l a i n t  i n  t h e  s u p e r i o r  c o u r t  f o r  

d e c l a r a t o r y  j u d g m e n t  a g a i n s t  S h e l l  O i l  C o m p a n y ,  G e o p h y s i c a l  

S e r v i c e  I n c o r p o r a t e d ,  a n d  M o b i l  O i l  C o r p o r a t i o n . T h e  

D e p a r t m e n t ' s  c o m p l a i n t  s e e k s  a d e c l a r a t i o n  t h a t  a m e n d m e n t s  t o  

t h e  M L U P  r e g u l a t i o n s  a n d  t h e  c o n d i t i o n s  a t t a c h e d  t o  t h e  d e f e n ­

d a n t s '  p e r m i t s  r e q u i r i n g  t h e  s u b m i s s i o n  o f  c e r t a i n  g e o p h y s i c a l  

e x p l o r a t i o n  d a t a  a n d  i n f o r m a t i o n  a r e  v a l i d .  I n  i t s  a c t i o n ,  
t h e  D e p a r t m e n t  i s  s e e k i n g  a j u d i c i a l  v a l i d a t i o n  o f  t h e  M L U P  

r e g u l a t i o n s  o n  t h e  s a m e  g r o u n d s  n o w  a t  i s s u e  i n  a l l  o f  t h e  

a b o v e  l i t i g a t i o n .

D u e  t o  c h e  n e a r  i d e n t i t y  o f  issu>~ r a i s e d  b y  the. p a r ­

t i e s  i n  E x x o n  v. K a t z , U n i o n  v. S t a t e , S t a t e  v. A R C O , a n d  

S t a t e  v. S h e l l , t h e  s t a t e  p a r t  i e s  I n  t h o s e  a c t  i o n s  m o v e d  t o  

c o n s o l i d a t e  t h o s e  a c t i o n s .  F o l l o w i n g  a n  i n - c h a m b e r s  c o n ­

f e r e n c e  w i t h  J u d g e  D a n i e l  M o o r e ,  o n l y  t h e  U n i o n  v. S t a t e , 

r' ta t e v . A R C O , a n d  S t a t e  v. S h e l l  c a s e s  w e r e  o r d e r e d  c o n s o l i ­

d a t e d  . ( J u d g e  M o o r e  is a s s i g n e d  t o  a l l  t h e  M L U P  c a s e s  i n  t h e

s u p e r i o r  c o u r t . )  T h e  E x x o n  v. K a t z  a c t i o n  w i l l  p r o c e e d  ir.de-

1/ O n l y  t h e s e  p a r t i e s  w e r e  n a m e d  b e c a u s e  o f  t h e i r

r e f u s a l  t o  s u b m i t  g e o p h y s i c a l  d a t a  a n d  i n f o r m a t i o n  a c q u i r e d  
u n d e r  s t a t e  p e r m i t  u n l e s s  r e q u i r e d  t o  d o  s o  b y  a  c o u r t .  A t  
t h e  t i m e  t h i s  c o m p l a i n t  w a s  f i l e d ,  t h e  D e p a r t m e n t  w a s  u n a w a r e  

o f  a n y  o t h e r  c o m p a n i e s  r e f u s i n g  t o  c o m p l y  w i t h  t h e  M L U P  
r e g u l a t i o n s .
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J o h n  W. Katz, C o m a  finer -5- J a n u a r y  5, 1982

R e :  S t a t u s  o f  M i s c e l l a n e o u s

L a n d  U s e  P e r m i t  R e g u l a t i o n s  

L i t i g a t i o n

p e n d e n t l y  of these gases, with oral a r g u m e n t  to be h e l d  as 
scheduled on J a n u a r y  ir, 1982.

Ju d g e  M o o r e  indicated that a d e c i s i o n  would be r e n­
dered in the E x x o n  v. Katz a c t i o n  w i t h i n  two weeks of oral 
argument. In the remaining c o n s o l i d a t e d  actions, a m o t i o n  for 
full s u mmary judgment will be filed by the state p a r t i e s  
during the week of J a n u a r y  11, 1982. If b r i e f i n g  occurs under 
the timing p r o v i s i o n s  of the Civil Rules, it is p o s s i b l e  that 
oral a r g ument may be he ld during the first or second week of 
February. Hopefully, these cases will reach the Alaska 
supreme court so that the court may c o n s i d e r  them in tandem 
with the C h e v r o n  v. L e R esche appeal b e core the court recesses 
for the summer.
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