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gate Referred to Committee: April 7, 1997 FURTHER REFERRALS:

Date of Committee Action:.

The FINANCE Committee considered: CSSB 64CFIN)

CS FOR SENATE BILL NO. 64(FIN) SHUYAK ISLAND STATE PART

“An Act relating to the Shuyak Island State Park.”

[ ] the same title
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[ 1 anew title
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f I attached amendments)

ADOPTS: Letter of Intent
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FISCAL NOTE
STATE OF ALASKA REPORTED TO T W Bmenion

1997 LEGISLATIVE SESSION liro (S) Publish Date . —

No.

i -

Revision D ate: Hrli 'pent Affected:— -PublicSafety

Title:  An Act relating to Shuvak Island State Park BRU: Fish and Wildlife Protection
Component: Dciachmcnti

Sponsor Rules Committee
Requester .|__Cft|_ COMPONENT SERIAL NO. 0490

OPERATING L_JET.01 . FY 99 FY 09 . . FY 01 FY 02

PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS

MISCELLANEOUS

TOTAL OPERATING, 0- O P -0-

CAPITAL 0- I - o

CHANGE INNEVENLES () o 0 o 0- 0-
Keawveanus Cocke

FUNDING: (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Proaram
1006 GF/MHTIA
Other
TOTAL -0-

Estimate of current year (FY 97) impact: S -0-

POSITIONS:
FULL-TIME 0

PART-TIME
TEMPORARY 0 9 9

o
o

ANALYSIS: (Attach a separate page if necessary.)
This Bill will have no impact on this Department's programs or budget.

Phone 269-3409

Prepared By: Lt. Joel L. Hard _
Division: Fish and Wildlife Protection Date:  January 31. 1997
Approved by Commissioner: . | V g J L joii Date: LLM JA j
Agency: RonaldOtte. Department of Public Safer.-

FY 03

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE

For further distribution information call the Governor's Legislative Office
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STATE OF ALASKA rn i | Bl Bill Version: _JI£E£ 3 U (CR*)
1997 LEGISLATIVE SESSION HFC (S) Publish Date; -V - f7
Revision Date: Dept Affected: Natural Resources
Ti'.ie: An Act relating to the Shuyak Island BRU: Parts & Recreation Management

State Park Component: Parks Management
Sponsor Mackie
Requestor (S)CRA Component Serial No. 452
Expenditures/Revenues (Thousands of Dollars)
OPERATING EXPENDITURES FY98 FY99 FYOO FYO1 FY02 FY03
PERSONAL SERVICES 5.0 7.0
TRAVEL 5.0 3.0
CONTRACTUAL
SUPPLIES 5.0 3.0 4.0 5.0 5.0 s.0
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 15.0 * 13.0 4.0 i§ 5.0 6.0

u

CAPITAL EXPENDITURES 0.0| 0.0 0.0 0.0 0.0 0.0
CHANGE IN REVENUES( ) 0.0 0.0 0.0 0.0| 0.0 0.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 15.0 13.0 4.0 5.6 5.0 57
1037 GF/Mental Health
Other
TOTAL 15.0 13.0 4.0 5.0 5.0 6.0
Estimate of any current year (FY97) cost $ 0.0
POSITIONS
FULL-TIME 0 0 0 0 0
PART-TIME 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
ANALYSIS: (Attach a separata page if necessary)

Day-to-day management of the expanded park can be handled by existing staff and volunteer levels with some ad_...onal
supply monies to pay for boat gas and other supplies. These costs are necessary for expanded patrol areas. A new

park brochure would need to be designed and printed in FY98.

$10.0 is needed in FY98 and FY99 to revise the Shuyak Island State Park Master Plan. The first year is $5.0 each for
personnel and travel to gather baseline information on use patterns in the new park area. Second year is $7.0 for
personnel and $3.0 for travel to prepare the written update and hold the requisite public meetings and public comment

period leading to adoption of a revised park plan.

pi(: s0AX.S PREPARER TO PROVIDE ALL DISTRIEIUTION COPIES TO GOVf.RNOR'’S LEGISLATIVE OFFICE r,. t o .
For further distribution information call the Governors Legislative Office
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Senator Terry M ackie

ALASKA STATE LEGISLATURE
SPONSOR STATEMENT
SB 64, Shuyak Island State Park

I introduced SB 64 at the request of Mayor Jerome Selby and the Kodiak

Island Borough Assembly. It presents one of >he final actions of a long
and complex effort by state and federal authorities and locally affected
municipalities to compensate for the effects of the Valdez oil spill. The

bill adds specific land and water areas to the Shuyak Island State Park.
Shuyak Island was the first part of the borough that was heavily
impacted by the westward streaming o;i patches and tar balls from the

1989 accident.

The two large land owners on Shuyak Island are the state and the
Kodiak Island Borough. Previous litigation had imposed management
restrictions that required the state to maintain wildlife habitat and
public recreation values while the borough was partially prohibited
from commercial or industrial uses on its lands. In 1984 the Shuyak
State Park was established from part of the state's holdings to protect
the area's fish and wildlife habitat and public recreation opportunities,
while maintaining customary hunting and fishing uses.

One of the provisions of the spill settlement was the establishment of a
joint federal and state council to manage remediation and recovery
efforts. These responsibilities include the replacement of lost fish and
wildlife habitat with the acquisition and protection of other high value
habitat. It is for this purpose that the Oil Spill Trustee Council selected
the borough's Shuyak Island lands and purchased them in 1996. The
final part of this effort is the consolidation of all public lands under the
management of the Shuyak Island State Park. The responsibilities for
fish and wildlife management, however, is retained in the department of

fish and game.

vl
SB fA complex’s the transaction by formally incorporating all state lands

on the island into the Shuyak Island State Park. The expanded park
retains the management goals, purposes, and allowed uses of the

original park.
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Senator Terry M ackie

ALASKA STATE LEGISLATURE

SECTIONAL

CS SB 64 (FIN), Shuyak Island State Park

Section 1. The purpose section for the park, AS 41.21.170, L
amended to broaden the description of lands and waters that
constitute the park. It also acknowledges the covenant and deed
restrictions of former Kodiak Island Borough lands being added to
the park which protect traditional access and usage of the lands and
waters. Sport, commercial, and subsistence fishing are specifically
identified as traditional activities that are protected.

Section 2. The current description of park lands and waters is
replaced with a new description that adds new lands, waters, and
tidelands to the existing park lands and waters, including land
previously owned by the Kodiak Island Borough.

Section 3. Section 1 conforming amendments.

Section 4. The commissioner of fish and game, the Board of
Fisheries, and the Board of Game are prohibited from permanently
closing hunting, fishing, or trapping activities unless it is necessitated
by a biological emergency. The closure can on, / be maintained as
long as the biological emergency exists.

Section 5. The Department of Fish and Game's ability to
rehabilitate, enhance, and develop habitat within the park is

broadened.

Section 6. Possession and use of weapons in the park is protected
and use of weapons can only be restricted in areas where public
safety is threatened. In addition, the commissioner of natural

resources is prohibited from restricting lawful hunting, fishing, and
trapping activities in the park



Section 7. Adds new subsections to the existing statute on
incompatible uses which protects public access to park lands and
private land in-holdings. The commissioner of natural resources is
further required to specifically state and justify any incompatibility
determinations.

Section 8. The water estate is included in the prohibition of
eminent domain acquisitions.



Senator Terry M ackie

ALASKA STATE LEGISLATURE

March 13, 1997

Mr. John Shively, Commissioner
Department of Natural Resources

400 Willoughby Ave.
Juneau, Ak 99801-1724

Re: SB 64, Shuyak Island State Park.

Dear Commissioner Shively,

I have had several questions from other senators regarding the
proposed additions to Shuyak Island State Park as presented in SB
64. Basically, the bill adds three large blocks of land to the existing
state park. They are the Kodiak Island Borough's holdings on the
island that were purchased with EVOS funos, approximately 9,000
acres of unreserved state land on the islard’s east side, and the
surrounding state, tide lands. The questions concern the subsurface
-mineral estate of these lands. What is cr .h" status if SB 64 is

enacted?

' Secondly,. I. believe there are two mining claims in the area. One was
grandfathered into the existing, park and the other is on the state
land that will be added to the park. What is the status of these

e« claims and what is the department's intentions for their fnture.

Thank you for your prompt response.
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DEPARTVENT OP NATURAL RESCURCES
OFFICE OF THE COMMISSIONER

March 17,1997

The Honorable Jerry Maclrie
Alaska State Seruue

State Capitol, Rm #427
Juneau, AK 99801

Dear sJavM uiQe?

I am in receipt of your letter with questions about the status of the subsurface mineral estate
within the proposed Shuyak Island State Park. All subsurface rights are and will be owned by the
Department of Natural Resources for the citizens ofthe State of Alaska. |fthe proposed park bill
passes, the mineral rights will continue to be held by DNR.

The two existing mining claims will remain in effect as long as the pennitees maintain valid and
current permits for their activities. The proposed park will have no adverse impact on these

claims.

If you have any additional questions, please do not hesitate to contact me.

10alH /
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710 MLL BAY ROAD
KODIAK, ALASKA 996157398

(907) 486-9300

March 14, 1997

Senator B\e/rt Sharp Post-It'brandfax transmittal memo 7571  *0«p*gpxo»
Alaska State Legislature ™ "~ \1 pre*. r an’f,ix L= ( Clo
Mailslop3100 State Capital CuQ (e, . @ Ker. '
Juneau, AK 99801-1182 O - -
X j i
-/1-<-3317 </[*., m i

Dear Senator Sharp:

I understand you have some concerns with the Shuyak Island State Park bill, Senate Bill
No. 64. | want to provide you with some additional information which | hope will address

your concerns and win your support for this bill.

| understand you are concerned about the Kodiak Island Borough holding mineral rights
to the 26,000 acre area that was sold to the Exxu/i Valdez Oil Spill Trustee Council for the
Stale of Alaska. The Kodiak Island Borough has never held mineral rights to this land, as
we were only granted surface estate in the municipal land selection program. The state
has always retained the mineral rights under all municipal lands. Therefore, the mineral
rights remain with the State of Alaska and would be administered as all other mineral
rights, by the State of Alaska.

With regard to the existing mining claims, access is assured through Section 7 of the bill,
containing an additional section under d stating that...The Commissioner shall allow
additional access to (2) private land within the Park." Private mining claims are, therefore,
assured of continued access in the park.

Talso understand you are concerned about putting the state lands on the East side of the
island into the park, which were not part :f the land sold by the Kodiak Island Borough.
The Kodiak Island Borough is requesting that this land be included in the park bill. In
addition, you need to be aware that the State of Alaska, m a court settlement Agreement
and Consent Decree, agreed in Section 8 (attached) that this particular pared of land
‘Shall be at sJ] times classified and managed by the state in a manner maintaining and
enhancing such lands for wildlife habitat and public recreation purposes”. This court order
was entered into the record on August 12, 1981 and signed by Anchorage Superior Court
Judge, Daniel Moore. The rest of that section was a commitment by the State of Alaska
to place these lands into a state game refuge or the proposed Shuyak Island State Park.

The area you question happens to be some of the most important habitat on the island, and
is, therefore very critical to the entire ecosystem of this small island. The different species



Senator Bert Sharp
March 14, 1997

Pnge 7

that use this particular east area of the island very heavily are beaver, land otter, red
squirrels, brown bear, blacktail dccr, bald eagles, raptors including peregrine falcons,
willow ptarmigan, and sea birds. There are at least 23 colonics of sea birds found on
Shuyak.  Common goldeneyes, mallards, American mergansers, pintails, scooters,
harlequins, and other ducks are either year round residents or winter on Shuyak. Sea otter
are also abundant in the area. Harbor seals and sea lions are generally present and several
species of whales have been reported in the nearshore waters. This eastern area also
prime dccr winter range. The importance of beach front timer to deer has been well
documented in research from Southeastern Alaska. Deer are dependent on these beaches
for travel and foraging, particularly in heavy snow conditions. Brown bear and bald eagles
feed extensively on Eastern Shuyak beaches. The heavy rows of beach drift contain dead
birds, marine mammals, fish and invertebrates, which are prime attractions for bears and
eagles. Several intertidal lagoons are heavily used by waterfowl, land otters, brown bears
and eagles. These lagoons contain major components of the habitat for these species and
should properly be included in the park. Two of the largest lagoons are nearly enclosed by
land with only narrow entrances to saltwater, and thus, very rich estuaries. These same
tidelands are also very' important access routes for hunters, trappers, beach combers,
fishermen, and other park visitors. Tt is only logical that these access routes should be
included in the park to assure that well managed utilization by folks can be maintained.
To not include these access areas into the park, with all of the provisions that we have for
use in this park bill would mean that in the future, some commissioner would be able to
preclude access from the east side of the island into some of the very best hunting and
fishing areas on the island. The language you folks have crafted into the park bill is far
superior to the language in the court order in restricting departmental regulation and
allowing maximum use for hunting, fishing, trapping and other uses. Tfthis area is left out
of the bhill, then the land can be regulated as Aviidlifc habitat and public recreation
purposes”on the whim of the departments. We are, therefore, requesting thar you leave
this area in the park bill, so that the entire island can be managed as one ecosystem with
access from around the entire island assured for people to be able to hunt, fish, and use
this land recreationally for everyone’s benefit.

| appreciate, your interest in this biU, and if you have any other questions, please feel free
to give me a call at 486-9300. I’ll be glad to provide you with any additional information

that wc have. Thank you for your consideration.

Sincerely,

KODIAKISMND BOROUGH

J
Borough Mayor
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Tre parties to this ageenent Ul the Scat* of Alaska,
Department of Natural Resources, through its Division of Faes
Lad ad water Mareganert (‘the State*) ad the Kodiak Island
Borough CKIBY).

Whereas, purjuant to AS 29.1B-201-.213 KIB is entitl-
to select 56,500 acres froam state general grant land within'it
boundaries, ad hes filed such selections in the mamer provid
by statute; ad )

Whereas, a considerable portion of the land selection
filed by KI3 were rejected by the State on the grounde that tU
lands selected hed been previously classified by the State icr
a use or purpose which disqualified those lands for cowveyance
X8 pursuant to AS 29.18-201 et aege, or hed been designated 2
state interest lands pursuant to AS 38.0S.0e7; ad

Wheress, by reason of said selections by KIR ad
rejections by the State, the perties .are currently involved in
three separate judicial appeals from administrative decisions
which are row pending in the Superior Court, Third Judicial
Dlatriet under caee nurbas 3ANHO-307C (Woady Island).
3AN80-6710 (Ui.d Classification); ed 3AM81-1385 (Shuyak
Island); ad

Whereea. both p&tiea desire to settle finally the
question of those lends which will ke cooveyed to KO in
satisfaction of its statutory land entitlement, axd further
dcsira to resolve this question in the near future without
extended litigation, ad to resolve pending litigation.

(lon therefore, the parties agree as follows.



xJd erest* a scact gare rmfug< eUr.c.ninated the 'Aiefcijng;.
Qaranov State Gne Kefug™ consisting 0l th* iands dexcrlbad u
exhibit C KIl agrees to support introduction of such
legislation beginning with the 1501 legislative session, a >
support early passage of such legislation, provided that KU ia
not obligatad to support inclusion of tide or suorerged lends
except uoon mutual agreement with the state with respact to th*
regulatory implication* of such inclusion- Th» Stata egess to
support such legislation In good faith, by such orsl ad vrittei
testimony aa nay be appropriate. X

7, KB agrees to attempt to obtain introduction ad
pessage of legislation in th* Alaska Stata Legislature creating
state park denomnated th* "Shuyek Island state Park* ad
consisting of all lands described in Exhibit F. kB agess to
support Introduction of such legisletion beginning with the 19
legislative session, ad to support esrly pateage of such
legislation, provided that KIB is not obligacad to support
inclusion of tide or suboerged lands except yoon mutual agoare
with the state with respect @ the regulatory implications o
such inelusion.  Tre State agrees to support such legisla’ [
ooad faith, by such orsl ad written testimony & nay e
appropriate.

[. In the event that lands to ke Includad in the
proposed 'Aleksandr Barsnov State Gne 'JUuge* or the prgposed
'Shuyak Island State Park’, referred to in Paragraph ( ad 7
respectively, are not finally Includad by legislation In th*
proposed gane refuge or park, such lands shall ke at all tines
Cassifled ad nmaneged by the Beats in s mamer maintaining am
enhancing each lands for wildllfs habitat axd public recreatio>
purposes Otherwise SB shall ba entitled to select those lan
not so classified ad maneged, ad the State shall thereupon
promptly transfer th* selected lands to KIB. U transfer o
such lands to KIB, KIB shall reconvey equivalent acreage to th
Itate from Suyak Island In the manner provided in Paragiaph 4

ad thereafter in the mamer provided In Parsgraph 5. J
-4-



e Seat* ad «t. gce that this Agr*n*nt.
together with iti exhibits A through H enbodes «n of th* t»r
ad conditions of th* Agreement for settlement of pending
litigation ad for coveyace of all ladh di* t0 KIB pusuare
AS 23.14.201-. 213, *'d that o additional tnfocc**ble agreament
or coanitaents exist between them with regard to this subject
which are not contained in th* text of this Ageement and it*
Exhibits. The parties reserve the right, by mutual consultatic
ad agreement, to correct if necessary ay technical errors cr
omssions in'the specific land deicriptions comprising Exhibits
through B herein, 0 as to nore nearly confom to the nutual
intentions of the parties with regard to implementation cf

this Agreanant
DATED this of v M>CC |, 1381
DEPARTVENT CF NATURAL RESOURCES KODIAK ISLAND BOROUGH
ANOH5155T5nS BTGUW'VMMM "

STATE Of ALASKA Attest

SL
\tloPougnjftbtzx

VIISWhVk
t

Land K/Iatar Wsnsgesent

Selections Officar
APPROVED AS TO FORM

WS LE e &
Attorney, Kodiak Islan

Aasistant Attorney Cenersl. Borough

Stats of Alaska

ORDQ.
IT IS OROCRED, ehat th* foregoing Agreement oC
lament ad Co«l.nt Decree is hereby adopted ad aporoved
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§ 41.21.174 Public Rzsourczs 94
S.M.; then east aiong the N Vi6th line of Sections 32 and 33 approximately 0.3 miles to the
MW Visth comer of Section 33, T18S, R19W, S.M.; then northeasterly approximately 1.5
miles to the section comer common to Sections 22,27, 28, and 21, T18S, R19W, 3.M.; then
north along the west boundary of Sections 22 and 15, T18S, R19W, S.M., to the point of
mean high tide in Shangin Bay. (8 1ch 167 SLA 1984)

Sec. 41.21.174. Designation of management responsibility, (a) The state up-
lands and freshwater bodies described in AS 41.21.172 are assigned to the department for
control, maintenance, and development consistent with the purposes and provisions ofAS
41.21.170 — 41.21.178.

(b) The Department of Fish and Game is responsible for the management of fish and
game resources in the Shuyak Island State Park, consistent with the sustained yield
principle and the purposes and provisions of this chapter. The Board of Fisheries, the
Board of Game and the commissioner of fish and game are responsible for adopting
regulations governing uses offish and game in accordance with AS 16. The fish and game
habitat and breeding areas shall be managed to ensure that the fish and game resources
of the park continue on a sustained yield basis.

(c) The department shall consult with the Department of Fish and Game before
adoption of regulations governing public use of the Shuyak Island State Park.

(d) The Department of Fish and Game shall consult with the department before
adoption of regulations governing fish and game management in Shuyak Island State
Park.

(e) The regulations established under this section shall be adopted in accordance with
AS 44.62 (Administrative Procedure Act).

(f) The commissioner shall permit reasonable camping within the Shuyak Island State
Park on an extended basis on request.

(g) Nothing in AS 41.21.170 — 41.21.178 prohibits the Department of Fish and Game
from engaging in stream rehabilitation enhancement and development under AS
16.05.092 on land within the Shuyak Island State Park.

(h) The Department ofPublic Safety and the Department of Fish and Game shall have
necessary access for fish and game management, research, and enforcement purposes.
(8 1ch 167 SLA 1984)

Editor'* not**. — Section 3, ch. 167, SLA 1984, boundaries of the Shuyak Island State Park by post-
provides: “Subject to the availability of funda, the ing each inland boundary described in AS 41.21.172
Department ofNatural Resources shall constructpub-  as enacted in sec. 1 of this Act or as added under sec
lic use cabin* within the Shuyak Island State Park.* 2 of this Act at its beginning and its end and not lea*

Section 4, ch. 167, SLA 1984, provides: The com  often than each one-eighth of a mile.’
miMimw of natural resources shall identify the

Sec. 41.21.176. Incompatible uses, (a) The commissioner may designate by regu-
lation incompatible uses within the park uplands and freshwater bodies.

(b) Use ofaweaponin the Shuyak Island State Park shall be allowed exceptin unique
areas that may be closed for purposes of public safety by regulation by the commissioner.

(c) Theregulations governing public use ofthe Shuyak Island State Park shall provide
ample access for legal sport and subsistence hunting and fishing, trapping, and
recreational uses. Except to protect public safety the commissioner may not restrict the
exercise of 3port or subsistence fishing or hunting, or trapping permitted under law or
under a regulation of the Board of Fisheries or the Board of Game within the Shuyak
Island State Park. (8 1 ch 167 SLA 1984)

Sec. 41.21.178. Additions to park. Land may be added to the Shuyak Island State
Park only by an act ofthe legislature. The commissioner may not acquire land within the
boundaries of the Shuyak Island State Park by eminent domain. (8§ 1 ch 167 SLA 1984)

95
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Exxon ValchBZ Oil Spill Trustee council
Restoration Office
645 G Street, Suit* 401, Anchorage, Alaska 96501-3451
Phone: (907)273-6012 Fax: (907)276-7173

MEMORANDUM LT s . A

TO: Nancy Slagle
Oirector
Division of Budget Review
Office of Management And Budget

FROM: Molly AJamnaop”
Executive wiVctor

DATE: December 20, 1995
tO (07 0\l
RE: Exxon Valdez Oil Spill RPI 14 6'0803

In accordance with Chapter 1, FSSLA 1992, the Department of Natural Resources
requests authority to revive and expend $42,000,000 from Exxon Valdez oil spill
settlement trust funds to purchase 26,665.62 acres of surface estate on Shuyak Island

from the Kodiak island Borough.

This parcel of land was evaluated as part of the Trustee Council's Comprehensive
Habitat Protection Process - Large Parcel Evaluation and Ranking (November. 1993)
and found to be among the highest ranked parcels in the spill area.

This land provides important habitat for several spedes of fish and wildlife for which
significant injury has been documented. These indude harlequin ducks, black
oystercatchers, marbled murreiets, pigeon guillemots, river and sea otters, harbor
seals. Pacific herring, pink salmon, and Dolly Varden. Restoration of these injured
spedes will benefit from acquisition of this important habitat through protection from
activities and disturbances which may adversely affect their recovery. The area has
exceptional scenic qualities and supports wildemess-based recreation activities
Induding sport hunting and fishing. The area also possesses significant cultural
resource values with fifteen documented historical/archaeological sites.

These lands will be managed by the Alaska Department of Natural Resources, with
protection of fish and wildlife habitat and populations as the highest management

Trustee Agencies
Slits of Alaska: Departments of Fun a Game, Law. and Environmental Conservation
United States: National Oceanic and Atmospheric AdmInlstniion, Departments of Agriculture and Intinor



priority. Under the terms of the agreement, public *'se of these lands must be
allowed and must include sport, personal use, and u>rij*atence hunting, fishing,
trapping and recreational uses, consistent wtth public safety end permitted under law
or regulations of the Board of Fisheries and Board of Game. Limited commercial use
may be allowed if consistent with state and federal laws and the goals of restoration.

As reflected in the Trustee Council resolution, the Trustee Council’'s appraisal process
resulted In a finding that the Shuyak parcel has a fair market value In the range of $27
million to $33.32 million. Taking into account the basis for the various appraisal
numbers, the position of the landowner as to its minimum selling price, and given the
exceptional restoration values of the Shuyak lands, the Council feit an offer at the
upper end of that range was appropriate. The appraised value is based upon a single
cash payment of $33.32 million. Because the payments wiH be over a period of eight
years, in lieu of interest, the purchase price has been"a3Tusfecfto"purchase
price of $42 million. It should be noted here that the Kodiak Island Borough
commissioned three separate appraisals on their own, and these ranged in value from

$36 million to $54 million.

There has been widespread support for this acquisition. The Kodiak Island Bcrougn
has committed $6 million to be received through this sale to expand the existing
Fisheries Technology Center. This expansion, referred to as the Near Island Research
Facility, will provide for the consolidation of federal and state fisheries agencies in
Kodiak, which will greatly Increase their ability to respond to fisheries management and
research needs. Borough Mayor Jerome Selby has provided additional information on

this facility in his enclosed letter of endorsement.
Additional documentation supporting this request is also being provided:
e Trustee Council Resolution dated December 11,1995
» Restoration Benefits Report
* Map
» Appraisal Information (selections)
* Endorsement from Kodiak Island Borough

* Photos

* Letters of support

Since this is a capital project, authority to receive and expend subject to AS 37.25.020
is requested. If you have any guestions about this RPL, please do not hesitate to

contact me at 278*8012.
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RPL # 10-6-4011 CIP Exxon Valdes Trustee Coondl Projects
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AS 37.14.405

The Departmentof Natural Retowon requests authority to receive and expend $42,000,000 in EVOSS trust funds for purchase of
approximately 26,663.6 acres o f surface estate on Shuyak Island from the Kodiak Island Borough.

The Exxon Valdez Trnstce Council adopted a resoturion in December, 1993 finding that purchase of (he Shuyak Island land is
consistcat with its final leatoratiou plan for natural resources injured by the Exxon Valdez oil spiH The land was found to include
habitat for aysred specie# dial w ill benefit from protection from activities that might adversely impact habitat and water quality. In
addition, the Trustee Council found that the land has significant scenic, cukural resource, and recreational values.

An appraisal o f the land prepared for the Trustee Council determined that the present fair market value was from $27,000,000 to
$33,320,000. Appraisals prepared for the Kodiak Island Borough determined the fair market value to range from $36,000,000 to
$34/100,000. The lowcat price the Borough w ill accept is $33320j000, based on a single cash payment. A purchase price of
$42,000,000 has been agreed apoa which is to be paid over a seven year period, as follows: $8,000,000 at closing; $2,194,266 on
October 1. 1996; $4,000/100 on October 1. 1997; $4,000,000 on October 1. 1998; $4,000,000 on October 1, 1999; $4,000,000 on
October 1,2000; $4/100,0000n October 1.2001; and $11,803,734 on October |, 2002. This payment schedule is predicated on n
rale of approximately 6.45% on the nnptid balance due. assuming a doting date of October 1, 1995. Hie payment schedule will
conform with lke cash flow requirements o fthe EVOSS M | fund, which cannot provide a single cash payment o f$33,320,000.

If the sale is comptctud, the Kodiak Island Borough wiill use at least $6,000,000 of die sale proceeds for construction of its

proposed Near Island Itcacarch Facility. Remaining sale proceeds wiO be deposited in the Borough's facilities fund, the earnings on
which w ill provide foaling fur mainlrmaaoc o f Borough facilities

| IXxgM srive HscagAsMi>yst*srrirnssinrnd ariosi: Approval o fthe request



( ke-
* ca?

(01.
Vac-

oJ* myanirr,(ui —«mo <

m "z,
W £124.
The meeting IV z 1B zéat at 5:00 p.m.
that evening rul ful
~ & 77

Chairman Terry Martin RECONVENED the January 8, 1996 meeting of
the Legislative Budget and Audit Committee at approximately 5:02
p.m.

Bimia PROQRAMI

10-6-4011 Natural Resources Requesting $42,000,000 of EVOS
Trust Funds to Purchase
Shuyak Island. Approved

Sea. Adams MOVED to approve the action and discussion ensued.

Sen. Zharoff explained that the project would entail one month and
that the EVOS Trustee Counsel had completed a number of appraisals
and agproved of the investment for the State. Sen. Zharoff
described the area as rich in fish and wildlife. Chairman Marcin
requested clarification regarding the agreement with the Trustee
Counsel, in view that a number of special interest groups in the
past have requested State monies to purchase land, and then have
subsequentlg resold the land to another special interest group.
Sen. Zharoff expressed his concern that the agreement would also
allow for public use to continue.

JEROME SELBY, Mayor of the Kodiak Island Borough, expressed
his view that the land acquisition is the best land purchase that
the Exxon Valdez Trustee Counsel will consider, and the best
investment that the State of Alaska could make with the $900
million settlement. He further explained that the State of Alaska
owns the rest of Shuyiak Island, with the exception of the parcel
in question; with the acquisition of the parcel, the State of
Alaska will own the entire island, enabling the implementation of
a comprehensive land management plan.

In terms of land restoration, Mr. Selby described the parcel as a
prime habitat in terms of intact on species damaged by the Exxon
Valdez oil spill, thereby maximizing the opportunity for recoverﬁ/.
The parcel is also a heavily used recreational property for the
State of Alaska, with a great deal of hunting and fishing activity
on Shuyiak Island from residents of Anchorage, the Kenai
Peninsula, and Kodiak. Therefore, the acquisition presented a
unique opportunity whereby the State may forward the recovery of
fish and wildlife species, while encouraging public activities,
and implement land management. One third of the island is a state
park; one quarter of the island is a state wildlife refuge. The
parcel is situated to the southwest of those two parcels and
completes the island.
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Mr. Selby expressed his view chat the acquisition is in full
keepmgi with the Municipal Lands Act as a means to convert a
ca_?lta asset. He further explained that !5 million of the funds
will be used to develop the Near Island Research Facility, which
is a part of a $16 million dollar facility planned to provide
fisheries research in the Gulf of Alaska. Scientists from Federal
National Fisheries, Alaska Fish and Game, and the Universitg of
Alaska will bhe co-located into the facility, where they will 9hare
research efforts to produce ’'world class' fisheries data to be
used to managed fisheries in the Gulf of Alaska. Mr. Selby
expressed his concern chat if a research project was not
implemented, fisheries in Alaska ‘'would face long-term jeopardy.
The Near Island facility would be completed at no additional cost
to the State. The balance of the funds would then be placed in a
Facilities Fund by the Kodiak Island Borough, in order to maintain
school facilities, thereby preventing  future appropriation
requests for the purpose. Mr. Selby reiterated that the
acquisition would convert a capital asset, an island parcel worth
$42 million, into programs which would benefit the State in many

areas.

Sen. Frank recalled an earlier purchase of property of the Exxon
Valdez Trustee Counsel that required its conversion into a State
Park, and questioned if there were any such restrictions placed on
the State in the current acquisition agreement.

MOLLY MC CAMMON, Executive Director of the Exxon Valdes
0il Spill  Truatee counsel, explained that the ~current
acquisition proposal contained no such language as was put forth
in the Seal Bay Acquisition, to which Sen. Frank referred. Ms.
McCammon explained the intent of the Department of Natural
Resources to manage the Shuyak Island parcel as State land for
recreation and wildlife habitat, with no "blackmail clause*
stating that if is not placed in a State Park that it will be
reverted to the Nature Conservancy or the Federal Government. In
response to a question by Sen. Phillips, Ms. McCammon explained
that the current acquisition proposal takes into account the
legislature's response to language in the prior agreement.

Sen. Davis requested clarification as to whether there was written
agreement guaranteeing that the balance of the funds, minus $6
million for fisheries research, will be placed in a facilities
fund, and whether uinual earnings on the fund will be known to the
public. Mr. Selby explained that the fund has already been
established to manage the $36 million, and that an ordinance
restricted spending to interest only for the following u9es:
maintaining existing facilities, renovating existing facilities,

and repaying bonded debt on existing facilities. In addition, he
explained that 151 of the interest would return to the principal
each year to keep the fund up with inflation. Reaponding to a
question by Sen. Phillips, Mr. Selby explained that the ordinance
required a public bill in order to be changed.
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In response to a question by Sen. Phillips, Ms. McCammon pointed
out that the Counsel was currently committed to  spend
approximately $450 million, roughly half of the total settlement.
Of that expenditure, close to $200 million was spent on land
acquisition. She further noted that in September, during her
presentation on the Counsel's overall work plan, it was discovered
that many people desired to spend the entire $900 million on land
acquisition, while others wanted to spend the entire amount on
research projects. The Counsel adopted a plan three years ago
committing approximately one third of the funds toward habitat
protection. Following the commitment, they met with Federal
counterparts to determine the priorities for Federal and State
acquisitions. She explained that the Counsel continues to proceed
according to the restoration plan.

Providing further clarification for Sen. Phillips, Ms. McCammon
explained that approximately 60% of the settlement funds would be
placed in research efforts. The Counsel has adopted a restoration
reserve, in anticipation of further development over the next 15
to 20 years; currently $36 million are placed in the restoration
reserve earning interest, with a commitment of to place $12
million in the reserve. 3y the year 2000, this amount would reach
a total of $150 million, and, if inflation-proofed, could provide
$5 to $6 million a year of revenue for the Counsel.

Addressing Sen. Phillips' concern that the Counsel would once
again approach the Legislature to request funding for land
acquisition, Ms. McCammon confirmed the Counsel's intention to
request a state, joint venture acquisition of a large parcel on

Frog Neck Island. In addition, she explained that there are
smaller, discreet areas which the Department of Natural Resources
would like to wuse for marine parks and recreation. She also

referenced the small parcel pro%ram for lands under one thousand
acres, through which the Counsel has authorized agencies to make
offers on apﬂrommately $16 million's worth of small properties,
in areas 9uch as Seward, Palmer, and other locations along the
Kenai River, which are Kkey habitat areas. As the transaction
progress, the Counsel intends to approach the Legislature for
approval.

In response to a question by Sen. Bunde, Ms. McCammon explained

the restrictions on the use of the land acquisition. Since the
main purpose for the acquisition was to ensure protection of
habitation, ~conroercial timber harvest s restricted. Other

activities on State Lands, such as hunting and fishing, would
still be allowed.

CRAXO TILLERY, Assistant Attorney general* Civil Division,
Environmental Section, Alaska Dapartment of Lav, responded
to Sen. Halford's question about the language of these
restrictions by referring to the Conservation Easement, on page 9
of Exhibit B. He also referencedtheWarranty Deeds themselves,
containing a covenant which states that" "public use of land shall
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be ao guaranteed: hunting, fishing, trapping* etc. Mr. Tillery
explained that all the language was subject to existing rights.

In response to a concern voiced by Sen. Phillips regarding
restriction of motorized vehicles, Ms. McCammon clarified the use
of motorized boats or Planes was not prohibited. Mr. Tillery
explained that the tide lands are not partof the acquisition, and
therefore airplanes or hboats would not he able to reach the
acquired parcel. All access to the island issalt water borne; no
ATV's or snow machines have ever gained access to the area.

Sen. Rieger raised a question as to how heavily the Near Island
fisheries research project figured into the Trustees justification
for the $42 million acquisition.  Mr. Tillery confirmed that the
$6 million for fisheries technology was a consideration in
deciding to proceed with the current acquisition, since the State
trustees viewed the research as a valid restoration bhenefit.
Regarding the Federal Trustees, Ms. McCammon explained that they
considered the fisheries facility as an added benefit, and not a
driving factor in the acquisition. Mr.Tiller noted that the
resolution adopted by all EVOS Trustees contains a statement that
the Near Island Research Facility will have a positive benefit cn
natural resources injured by the Exxon Valdez oil spill.

Rep. Bunde expressed his concern regarding inflated appraisals
which occurred in the past, and their reflection on future land
acquisitions proposals. ~Rep. Bunde questioned whether the
Conservation Easements anlled to other state land already in the
state park, and Mr. Tiller ex#)lained that it the defined terms
applied only to the land transferred from the Kodiak Islands.

Chairman Martin raised a concern regarding the cost of managing
these lands, and requested a list of long range and intnediate cost
to the State of land management. Ms. McCaniron explained that the
majority of current land acquisitions exist within Federal or
State land holdings, thereby facilitating better quality and ease
of land management. State Trustees believe that the proposed
acquisition should be managed by personnel currently managing
adjacent state lands, and would not increase management costs.

In response to Chairman Martin's suggestion that a portion of
settlement funds be set aside for land management costs, it was
pointed out that during 1995 such a motion was made regarding Seal
Bay State Park, and waa defeated; Federal Trustees did not Agree
to allocating 9uch funds. The Department of Natural Resources do
not believe that there will be anyr additional management costs
with the proposed acquisition. Mr. Tiller agreed to inquire tLbout
language which would guarantee that, in the case that management
costs did increase in the future, these monies would come from the
settlement fund and not from the state. N

In response to a question by Sen. Frank, Jerome Selby clarified
that it was a unanimous decision by the Kodiak Island Assembly to
approve the acquisition plan. He went'on to explain that they did
not consider a local designation of the land, because Shuyak is
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not located near enough to Kodiak Island in order to adequately
manage the land, making it more effective to delegate the
management to state park personnel. Sen. Adams questioned whether
current cash flow necessitated the payment plan proposed in the
RPL, and it was explained that it was difficult to ascertain cash
flow demands over the next eight years, and payment over time
appears to be a more conservative course. Funds are currently
earning interest, arid there are plans to move them to a higher
interest bearing account.

Rep. Kohring expressed concern over the intent behind the proposed
acquisition, whether that be to assist programs for Kodiak Island
or for the benefit of the entire State, and questioned whether
there was an. impending threat to the land or resources of the
island that necessitated the proposed purchase. Malyor Selby
pointed out that some of the greatest bird losses resulting from
the oil spill occurred on the Barons Island to che north of Shuyak
Island, making it critical habitat for these bird species, as well
as for sea mammals in that area which were hard hit by the spill.
From the standpoint of restoration of species damage, the area is

a priority.

Regarding the fishing industry, it was pointed out that the area
contains excellent salmon streams for preservation. Mayor Selby
conceded chat while Kodiak Island 9tood to benefit from the
acquisition, the benefits clearly impact the entire state of

Alaska. He also ointed out the opportunity for tourism
development in the Kodiak archepeglio, which would benefit the
economy of Kodiak and the State. In addition. Mayor Selby

reiterated the benefit, of adequate facilities to fisheries
researchers in the .State and University. Molly McCammon pointed
out that the Seward research facilit%/ would be used predominantly
for marine marmal'a, sea bird and fisheries genetics, while the
facility in Kodiak is oriented toward commercial fisheries
technology, byproducts, processing techniques, etc. Rep. Zharoff
pointed out that the research facility in Kodiak is one of only
five of its kind in tk* nation.

Molly McCairmon. explained that the Trustees have examined the
expenditure of funds in order not only to address restoration
needs, but to leave lasting benefit to comnunities within the
spill area. Therefore, any major acquisitions and research
projects implement not only restoration benefits, but also
community benefits.

CARL ROSXSR, retired Trustee Member end aeaber of the
Alaska Outdoor Council, explained that the Council believes
there to be many benefits frcsn the land acquisition. The benefits
include state management of lands, hunting and fishing resources,
restoration of wildlife species, and conservation of habitat. The
Council believes that the benefits will be clarified during the
years tc come and strongly supports passage of the RPL.

Sen. Adam's MOTION on RPL 10-6-4011 "to approve appropriation of
$42 million for the purchase of Shuyak Island was continued. No
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objections being raised, the motion was APPROVBD by unanimous
consent.

Discussion Regarding Anchorage Lata Center

Motion to Conduct Special Audit of Department of Information
Systems, Amended to include Statewide Analysis of customer
service.

Approved.

MARK BO7KR, Commissioner, Department of Administration,
supported by KARZN MORGAN, Deputy Director of Division of
Information Services, and RON HSN8LZNG, addressed concern over
the decision to realign data processing in the State of Alaska.
He explained that the realignment was a business decision, baaed
on economics, and referenced two studies conducted relating to
state data processing, pointing to the direction of consolidating
into one center that utilized a client/server format for accessing

data.

Mr. Boyer referred to a study reportedly done by an earlier
administration, which indicated that a 3hift away from Anchorage
to Juneau would cost millions of dollars; he and his staff have
been unable to locate such a study in their research. Rep. Bunde
requested that the search for the utudy be continued and offered
the assistance of an outside auditor, questioning the long term
operating expense involved in the realignment.

Mr. Boyer pointed out cost savings in the near term, stating that
the long term situation was difficult to determine due to the
nature of change in the computer industry. In the next fiscal
year, the Department of Administration (DOE) anticipates cost
savings of nearly $1 million, manifested through a combination of
factors — not purchasing duplicate licenses, nor additional
software caused by redundant operations in Anchorage, in addition
to reducing four vacant PCNs in the 1997 budget. A total $925,000
in anticipated savings would be reflected in the budget introduced
by the Governor.

In addition to direct savings, Mr. Boyer noted costs avoided by a
change in business methods, such as adding additional disc drive
space which would cost $250,000, and adding uninterrupted power
supFIy to the Anchorage facility which would cost $150,000, as
well as ongoing hardware maintenance costa of $21,000 per month,
and $48,000 per month of software expenses.

Rep. Bunde expressed concern over the Governor’s increase in the
budget of $5.8 million for telecommunications. Chairman Martin
clarified that the figure refers to the Department of
Administration's increase of software and enhancement of
telecommunication.
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