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J U a s k a  J & a t e  l e g i s l a t u r e

J U N E A U , A L A S K A

F e b r u a r y  27, 1 9 7 6

S e n a t o r  C h a n c y  C r o f t  

P r e s i d e n t  o f  t h e  S e n a t e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l ,  P o u c h  V 

J u n e a u ,  A l a s k a  99811

R e p r e s e n t a t i v e  M i k e  B r a d n e r  

S p e a k e r  o f  t h e  H o u s e  

A l a s k a  S t a t e  L e g i s l a t u r e  

S t a t e  C a p i t o l ,  P o u c h  V 

J u n e a u ,  A l a s k a  99811

RE: I n t e r i m  R e p o r t  o f  t h e  J o i n t  Gas P i p e l i n e  I m p a c t  C o m m i t t e e

D e a r  Mr. P r e s i d e n t  a n d  Mr. S p e a k e r :

P l e a s e  c o n s i d e r  t h i s  to b e  a l e t t e r  o f  t r a n s m i t t a l  o f  th e  I n t e r i m  Report 

o f  t h e  J o i n t  G a s  P i p e l i n e  I m p a c t  C o m m i t t e e  e x i s t i n g  p u r s u a n t  to H.B. 258 

" T h e  G a s  P i p e l i n e  I m p a c t  C o m m i t t e e " ,  C h a p t e r  1 7 0  S L A  75. I r e q u e s t  that 

t h i s  l e t t e r  o f  t r a n s m i t t a l ,  t o g e t h e r  w i t h  t h e  report, be rea d  into the 

a p p r o p r i a t e  J o u r n a l  in e a c h  house.

As an a i d  to t h e  i n t e r p r e t a t i o n  o f  th e I n t e r i m  Report, I s u b m i t  t h e  f o l l o w i n g  

as b e i n g  m y  u n d e r s t a n d i n g  o f  t h e  s e n s e  o f  t h e  Commit t e e :

1. T h e  C o m m i t t e e  d o e s  n o t  i n t e n d  to s u g g e s t  tha t  th e C o m m i s s i o n e r  o f  Natural 

R e s o u r c e s  o r  t h e  R o y a l t y  B o a r d  e n t e r  into  u n r e a s o n a b l e  a g r e e m e n t s  w i t h  

p r o s p e c t i v e  p u r c h a s e r s .  It is t h e  s e n s e  o f  t h e  C o m m i t t e e  th a t  Alaska 

s h o u l d  i n d i c a t e  t h a t  it is a " w i l l i n g  sell e r "  o f  a p o r t i o n  o f  it's gas 

a n d  is s e e k i n g  a " w i l l i n g  bu y er "  on t e r m s  w h i c h  will r e s e r v e  as much

g a s  as p o s s i b l e  f o r  f u t u r e  u s e  to m e e t  A l a s k a ' s  internal d o m e s t i c  and 

o t h e r  ne e d s .  T h e  C o m m i t t e e  w o u l d  e x p e c t  the  e x e c u t i v e  to n e g o t i a t e  

t h e  b e s t  p o s s i b l e  a g r e e m e n t .  U n d e r s t a n d i n g ,  t h a t  w h e n  s uch an a g r e e m e n t  

is n e g o t i a t e d ,  it m a y  o r  m a y  n o t  be a c c e p t a b l e  to t h e  L e g i s l a t u r e .  It 

m a y  be t h a t  t h e  e x e c u t i v e  will n e g o t i a t e  th e  b e s t  p o s s i b l e  a g r e e m e n t ,  

a t  t h e  s a m e  t i m e  r e c o m m e n d i n g  a g a i n s t  its i m p l e m e n t a t i o n  on t h e  basis 

t h a t  t o o  l i t t l e  is r e c e i v e d  by t h e  S t a t e  and too  m u c h  g i v e n  by the State. 

W e  b e l i e v e  t h a t  it is i m p e r a t i v e ,  ho w ever, in the c o n d u c t  o f  t h e  p e o p l e ' s 

b u s i n e s s ,  t h a t  suc h  a t e n t a t i v e  a g r e e m e n t  be m a d e  p u b l i c  and its m e r i t s  

d e b a t e d .

2. W e  d o  n o t  w i s h  to ti e  o u r  n e g o t i a t o r ' s  h a n d s  by q u a n t i f y i n g  t h e  w ord 

" s u b s t a n t i a l "  as u se d  in p a r a g r a p h  #7 in the C o m m i t t e e ' s  fi n d i n g s ,  and 

p a r a g r a p h  #1 o f  t h e  C o m m i t t e e ' s  re c o m m e n d a t i o n s .
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3. T h e  C o m m i t t e e  d oe s  n o t  su . '.st an a r b i t r a r y  t i m e  d e a d l i n e  f o r  o u r  

e x e c u t i v e  n e g o t i a t o r s .  W e  do p o i n t  out, h o w e v e r ,  f o r  t h e  a g r e e m e n t  

to b e  f i n a l i z e d ,  l e g i s l a t i v e  a p p r o v a l  is n e c e s s a r y  and a special 

s e s s i o n  s h o u l d  be a v o i d e d  if p o s s i b l e .

4. W e  d u  n o t  i n t e n d  in an y  m a n n e r  t o  p r e c l u d e  n e g o t i a t i o n s  f o r  u s e  of 

r o y a l t y  g a s  w i t h i n  th e  S t a t e  o f  A l a s k a  a n d  the f u r t h e r  e x p l o r a t i o n

o f  p e t r o c h e m i c a l  a n d  d o m e s t i c  uses. T h e  m a j o r  t h r u s t  o f  th e  C o m m i t t e e ' s  

r e c o m m e n d a t i o n s  is b a s e d  o n  t h e  b e l i e f  t h a t  a T r a n s - A l a s k a  p i p e l i n e  is 

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

o f  N o r t h  S l o p e  gas.

5. P u r s u a n t  t o  o t h e r  a c t i o n  b y  t h e  C o m m i t t e e ,  the f o l l o w i n g  h a v e  been 

i n t r o d u c e d  b y  t h e  r e s p e c t i v e  R u l e s  C o m m i t t e e  oy request:

S C R  8 5 / H C R  107 " R e l a t i n g  to t h e  Im p a c t  on A l a s k a  o f  a T r a n s -

C a n a d a  G a s  T r a n s p o r t a t i o n  S y s t e m"

SB 6 8 5 / H B  8 4 8  "An A c t  M a k i n g  a Special A p p r o p r i a t i o n  to the

D e p a r t m e n t  o f  Natural R e s o u r c e s  fo r  t h e  P u r p o s e  

o f  C o n d u c t i n g  N e g o t i a t i o n s  w i t h  P r o s p e c t i v e  

P u r c h a s e r s  o ^  N o r t h  S l o p e  Natural Gas and 

P r o v i d i n g  f o r  an E f f e c t i v e  Date"

SB 6 8 6 / H B  8 5 0  "An A c t  R e l a t i n g  to W a s t e  o f  Oil and Ga s  and

P r o v i d i n g  f o r  an E f f e c t i v e  Date"

S B  6 8 7 / H B  8 4 9  "An A c t  R e l a t i n g  to t h e  L e a s e s  o f  S t a t e  L and

f o r  Oil an d  G a s  into t a k i n g  o f  R o y a l t y  Gas 

f r o m  t h e m  an d  P r o v i d i n g  f o r  an E f f e c t i v e  Date"

6 . F i n a l l y ,  a n d  m o s t  i m p o r t a n t l y ,  o u r  r e c o m m e n d a t i o n s  are b a s e d  on th e  f a c t s  

a n d  c i r c u m s t a n c e s  as t h e y  e x i s t  today.

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

s t r a t e g y  i n a p p r o p r i a t e .  F o r e x a m p l e ,  it has been s u g g e s t e d  t h a t  the 

Fede r a l  P o w e r  C o m m i s s i o n  m a y  c o n d u c t  a l l o c a t i o n  p r o c e e d i n g s  n u l l i f y i n g  

c o n t r a c t u a l  s a l e s  c o m m i t m e n t s .  G a s  m a y  be m o r e  or less d e r e g u l a t e d .

T h e  r e c e n t  r e q u e s t  o f  t h e  P r e s i d e n t  f o r  a u t h o r i t y  to m a k e  th e  final 

r o u t e  d e c i s i o n  s u b s e q u e n t  to J a n u a r y  1, 1977 m a y  e f f e c t  the po l itical 

c l i m a t e .  It m a y  be d e t e r m i n e d ,  as has bee n s u g g es t e d  by some, t hat 

n e i t h e r  t h e  T r a n s - A l a s k a  n o r  t h e  T r a n s - C a n a d a  line are e c o n o m i c a l l y  

f e a s i b l e  a t  thi s  time.

T h e  r e c o m m e n d a t i o n s  o f  t h e  C o m m i t t e e  r e l y  s t r o n g l y  on th e  a d v i c e  o f  o u r  

c o n s u l t a n t ,  Mr. Rus h  M o o d y ,  r e c e n t l y  V i c e - C h a i r m a n  o f  the Federal P o w e r  

C o m m i s s i o n .  T h e  s t r a t e g y  m a y  o n l y  be a p p r o p r i a t e  if the Federal P o w e r  

C o m m i s s i o n  c l o s e s  th e  c e r t i f i c a t i o n  h e a r i n g s  in May a c c o r d i n g  to it's 

p r e s e n t  s c h e d u l e  a n d  f u r t h e r  c e r t i f i e s  o n e  r oute based on the p r e c e d e n t s ,  

p r i n c i p l e s ,  a n d  c o n s i d e r a t i o n s  c u s t o m a r i l y  e mp l o y e d  in p ast c e r t i f i c a t i o n  

p r o c e e d i n g s  a d m i t t e d l y  m o r e  l i m i t e d  in s c o p e  and of m u c h  less n a t ional 

s i g n i f i c a n c e .
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P a g e  3

T h e  o p p o r t u n i t y  to u s e  r o y a l t y  gas to a c c o m p l i s h  o u r  p u b l i c  p u r p o s e s  as 

w e  p e r c e i v e  t h e m  m a y  be l o s t  u n l e s s  w e  h a v e  s u b s t a n t i a l l y  n e g o t i a t e d  

p o s s i b l e  s a l e  t e r m s  an d  a r e  r e a d y  to m o v e  if and w h e n  the tim e  a r r i v e s  - 
w h i c h  m a y  b e  v e r y  soon.

RespgtTFIjully s u b m i t t e d .

^ e n a t o r  J o h n  R a d e r ,  C h a i r m a n  

G a s  P i p e l i n e  I m p a c t  C o m m i t t e e

J R / k b



I N T E R I M  R E P O R T  

OF TH E

J O I N T  GAS P I P E L I N E  I M P A C T  C O M M I T T E E

T h i s  C o m m i t t e e ,  t h r o u g h  p u b l i c  h e a r i n g s  and s t a f f  i n v e s t i g a t i on ,  has 

b e c o m e  c o n v i n c e d  t ha t  i m m e d i a t e  a c t i o n  by the  S t a t e  o f  A l a s k a  is essential 

if th e  c i t i z e n s  o f  t his S t a t e  are to r e c e i v e  m a x i m u m  b e n e f i t  fr o m  the 

S t a t e ' s  natu r al  gas resource.

T h e  C o m m i t t e e  will i s s ue  a full an d  c o m p l e t e  r e p o r t  on its fi n d i n g s  and 

r e c o m m e n d a t i o n s  at a l a t e r  date, b u t  is i m p e l l e d  to su bm i t  this i n t e r i m 

r e p o r t  to the L e g i s l a t u r e  a n d  th e p e o p l e  o f  t h e  S t a t e  of A l a s k a  b e c a u s e

o f  the u r g e n c y  o f  t h e p r e s e n t  si tuation.

T h e  C o m m i t t e e  f i n d s  a n d  c o n c l u d e s  t h e  follo w i n g :

1. A  federal d e c i s i o n  a u t h o r i z i n g  t h e  t r a n s p o r t a t i o n  of N o r t h  S lope

n atur a l  gas a c r o s s  C a n a d a  w o u l d  be inimical to the i n t erests of the

S t a t e  o f  Alaska. T h e  S t a t e ' s  r e s o u r c e  w o u l d  be d r a i n e d,  its people 

d e n i e d  a c c e s s  to a p r e m i u m  fuel an d  r a w  m a t e r i a l ,  it? w o r k  force 

d e p r i v e d  o f  e m p l o y m e n t  o p p o r t u n i t i e s ,  and pro< ..-cive e c o n o m i c  growth 

w o u l d  be thwarted.

2. A  federal d e c i s i o n  a u t h o r i z i n g  t h e  t r a n s p o r t a t i o n  of N o r t h  Slope

natu r a l  gas a c r o s s  the S t a t e  o f  A l a s k a  to an open port will serve

th e  b e s t  i n t e r e s t s  of the State.

3. T h e  level o f  b e nefits, and b u r d e n s  r e a s o n a b l y  to be e x p e c t e d  by the 

S t a t e  as a c o n s e q u e n c e  o f  a n y  d e c i s i o n  on a N orth Slope gas t r a n s p o r ta t i

s y s t e m  ar e  o f  s uch m a g n i t u d e  t h a t  the r o u t i n g d e c ision mu s t  be r e ga r d e d

as c r i t i c al  to t h e  f u t u r e  o f  the State. A c t i o n  to secure a Tr a n s - 

A l a s k a  r o u t i n g  m u s t  be p u r s u e d  as e x p e d i t i o u s l y  as possible; no 

r e a s o n a b l e  step sh o u l d  be left untaken.

4. T h e  p o s i t i o n  of t h e  s tate as o w n e r  o f  a o n e - e i g h t h  r o y a l t y  in natural
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g a s  a n d  natural gas liqu i d s p r o d u c e d  f r o m  S t a t e - o w n e d  l ands on the 

N o r t h  S l o p e  cr e a t e s  an i m m e d i a t e  o p p o r t u n i t y  fo r e f f e c t i v e  S t a t e 

a c t i o n  w h i c h  can a s s i s t  in s e c u r i n g  a T r a n s - A l a s k a  t r a n s p o r t a t i o n  

system.

5. A f f i r m a t i v e ,  a g r e s s i v e  a c t i o n  by th e  G o v e r n o r ,  th e  C o m m i s s i o n e r  of 

Natural Resou r c e s ,  t h e  S t a t e  R o y a l t y  Board, and the L e g i s l a t u r e  w i t h  

r e s p e c t  to th e  S t a t e ' s  r o y a l t y  gas is imperative.

6 . E f f e c t i v e  us e  o f  the S t a t e ' s  r o y a l t y  gas, to s e r v e  the b e s t  int e r e s t s 

o f  t h e  State, requires:

a. T h e  S t a t e  m u s t  e l e c t  to tak e  its r o y a l t y  s h a r e  o f  natural gas and 

natural gas l i q u i d s  in kind.

b. T h e  S t a t e  m u s t  c o m m i t  a p o r t i o n  of its r o y a l t y  gas to p u r c h a s e r s

w h o  will a s s i s t  in s e c u r i n g  approval of a T r a n s - A l a s k a  t r a n s p o r t a t i o n  

system, and w h o  will t h e r e a f t e r  u t i l i z e  such a T r a n s - A l a s k a  system.

7. P r e s e n t  levels of natural gas d e m a n d  in A l a s k a  p e r m i t  a c o m m i t m e n t

o f  a p o r t i o n  o f  the S t a t e ' s  r o y a l t y  gas to p u r c h a s e r s  o u t s i d e  the

State- w h i l e  e v e r y  e f f o r t  m u s t  be m a d e  to retain a su b s t an t i a l  part 

o f  A l a s k a ' s  gas fo r  p r e s e n t  and f u t u r e  i n - s t a t e  needs, it is in the 

overall bes t i n t e r e s t s  o f  the S t a t e  to o f f e r  for sale o u t s i d e  the 

St a t e ,  a s u b s t an t i a l  p o r t i o n  o f  the S t a t e ' s  r o y a l t y  gas to p u r c h a s e r s  

w h o  can, and will, a s s i s t  in s e c u r i n g  a u t h o r i z a t i o n  o f  a T r a n s - 

A l a s k a  t r a n s p o r t a t i o n  system.

8 . T h o s e  p e r s o n s  and f irms i n t e r e s t e d  in the c o n s t r u c t i o n  and o p e r a t i o n

o f  a T r a n s - A l a s k a  t r a n s p o r t a t i o n  s y s t e m  can m a t e r i a l l y  a l l e v i a t e

S t a t e  u n e m p l o y m e n t  p ro blems, and the S t at e  should, in s t r i k i n g  a 

b a r g a i n  for the c o m m i t m e n t  of S t a t e  r e s ou r c e s  to a T r a n s - A l a s k a



s y s t e m ,  s e c u r e  a p p r o p r i a t e  c o m m i t m e n t s  for the hir e  and t r a i n i n g  of 

A l a s k a  r e s i d e n t s  in the c o n s t r u c t i o n  and o p e r a t i o n  o f  such a system. 

F i n a l l y ,  th e risk t h a t  n o n - a c t i o n  by the State, or d e l a y e d  a c t i o n  by 

th e  S t a t e ,  will c a us e  the s e l e c t i o n  o f  a T r a n s - C a n a d i a n  r ou ting, and 

th e  r i s k  t h a t  the S t a t e  will lose substantial b e n e f i t  of  its natural 

gas r e s o u r c e  are so great, it is th e  s ense of this C o m m i t t e e  t h a t  

S t a t e  a c t i o n  m u s t  not  be delayed.

R E A S O N  O F  T H E  F O RE G O I N G ,  IT IS T H E  R E C O M M E N D A T I O N  OF T HIS C O M M I T T E E  THAT: 

T h e  c o m m i s s i o n e r  o f  Natural R e s o u r c e s  and the S t a t e  R o y a l t y  B o ar d 

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

p u r c h a s e r s  to r each d e f i n i t i v e  s a l es  a n d / o r  e x c h a n g e  a g r e e m e n t s  

c o v e r i n g  d i s p o s i t i o n  of substantial p o rtions o f  the S t a t e ' s  r o y a l t y  

gas on th e  b e s t  o b t a i n a b l e  terms.

T h e  C o m m i s s i o n e r  o f  Natural R e s o u r c e s  and the S t a t e  R o y a l t y  B o a r d  

s h o u l d  u n d e r t a k e  i m m e d i a t e  n e g o t i a t i o n s  w it h  natural gas t r a n s p o r t e r s  

i n v o l v e d  in th e  proposal for a T r a n s - A l a s k a  s y s t e m  to reach d e f i n i t i v e  

t r a n s p o r t a t i o n  a g r e e m e n t s  c o v e r i n g  the S t a t e ' s r o y a l t y  gas sol d  for 

o u t - o f - s t a t e  use, and the S t a t e ' s  withd r a wa l  o f  the u n s o l d  p o r ti o n 

o f  its r o y a l t y  gas f r o m  the s y s t e m  for i n - s t a t e  use; a p p r o p r i a t e  

c o m m i t m e n t s  sh ou l d  be o b t a i n e d  w i t h  r e s p e ct  to hire and t r a i n i n g  of 

A l a s k a  r e sidents.

T h e  a r r a n g e m e n t s  and a g r e e m e n t s  so n e g o t i a t e d  should be p r e s e n t e d  to 

the L e g i s l a t u r e  for r a t i f i c a t i o n  p r i o r  to the end of the Seco n d  

S e s s i o n  o f  the N i n t h  L e g i s l a t u r e  to avoid, if po ssible, a special session. 

T h e  L e g i s l a t u r e  s h o u l d  hold it s e l f  r eady for i m m e d i a t e  c o n s i d e r a t i o n



o f  an d  p r o m p t  a c t i o n  on, th e  r e c o m m e n d a t i o n s  o f  th e  C o m m i s s i o n e r  and 

Board.

5. S u c h  a r r a n g e m e n t s ,  c o n t r a c t s ,  and a g r e e m e n t s  as a r e  n e g o t i a t e d  by

t h e  C o m m i s s i o n e r  and B o a r d  a n d  a p p r o v e d  by the L e g i s l a t u r e  s h o u l d  be

»

i n c o r p o r a t e d  into t h e  p e n d i n g  a p p l i c a t i o n s  f or  a T r a n s - A l a s k a  t r a n s p o r t a­

tion syst e m ,  p r e s e n t e d  to t h e  Federal P o w e r  C o m m i s s i o n  by the a p p r o p r i a t e  

t r a n s p o r t e r - a p p l i c a n t ,  and approval t h e r e o f  o b t a i n e d  in t h e pending 

Federal P o w e r  C o m m i s s i o n  pro c e e d i n g s.

6 . T h e  L e g i s l a t u r e  s h o u l d  a l o p t  S C R 66 and f u r t h e r  s eek the a c t i v e  

c o o p e r a t i o n  o f  all o w n e r s  o f  N o r t h  S l o p e  gas in s u p p o r t  o f  the Trans- 

A l a s k a  p i p e l i n e  route.



JAYS. HAMMOND, GOVERNOR

ROYALTY Oil. AND GAS DEVELOPMENT ADVISORY BOARD IITH  FLOOR, STATE OFFICE BLOG. 
POUCH M -  JUNEAU 9MU

DEPARTMENT OF NATURAL RESOURCES

M ar ch  22, 1976

The Ho no ra bl e  Nels A nd er s o n  
C h airman
H ouse Resources Committee 
P ouch V
Juneau, A l a sk a 99811 

Dear Mr. Anderson:

The following comments on H. B. 850 were p r epared by the 
Division of Oil and Gas and given by me as te st im on y befo re  
the House Resources Co mm it te e on M ar ch  20, at C o m m is si on e r 
M artin's request.

We believe that the inclusion of the words "economic waste" 
is being put in the wrong place in the statute. Instead, we 
recommend that Section 1 read: AS 31.05.170 (11) is amended 
to read 'waste' means, in a ddition to its o r d in a ry  meaning, 
"physical and economic waste" and includes" ...

The bill as proposed would indicate that su bp a ragraph (j) is 
physical waste and that o b v i o us ly  is not the intent of the 
additional definition.

Exi st in g Statute AS 31 does not cover economic wa st e per se. 
However, studies by the Interstate Oil Compa ct  C om mi ss io n legal 
committee has concluded that "there is in law and in fact a 
n ec essary relationship, a legitimate relationship, betwe en  
economics and conservation". A  copy of pages 75 and 76 from 
the 1964 report on economic w as t e is included for your information. 
You will note that the Interstate Oil Com p ac t C o mm is si on  advises 
that no state has a statute w h i c h  defines e conomic waste.

Since economic waste could occur on a lease or in a pool, 
individual a tt ention and hearings must be held for each economic 
waste determination. A l t h o u g h  economic waste could occur at 
several locations s im u ltaneously each lease mus t be treated as 
a separate enti ty  for co ns id er at io n  and large scale studies and 
investigations as some have visualized are not ap pr o p r i a t e  for 
this consideration. Consequently, if it is n ec es s a r y  to d e t e r­
mine if economic waste exists or conditions exist that cause 
economic waste this m u s t  be done on a pool by pool basis. We 
believe that the knowledge, ability and ex pe rt is e  w i t h i n  the 
present Di vision of Oil and Gas is sufficient to mak e these 
d e t e r m i n a t i o n s .



Ne ls  A n d e r s o n - 2 - M a r c h  22, 1976

T h e  a d d i t i o n a l  d e f i n i t i o n  m i g h t  prove to be helpful at some 
time in the future but as you w e r e  adv is ed  sometime ago we do 
n o t  feel it is n e c e s s a r y  at this time. If, in fact, it is 
ever n e e d e d  it w i l l  be hel pf ul  to have it in the statute and 
w e  can v i s u a l i z e  no a d d i t i o n a l  ex pe nd i t u r e  or m o n e t a r y  impact 
r e s u l t i n g  if it is included.

Y ou rs  t'-uly,

W i l l i a m  C. P a c k le r 
E x e c u t i v e  Di r ec to r

E n c l o s u r e



equitable a l l owab les  ar c  estab l i shed the incentive to produce  in a waste ful  manner  is gone,  
and there is little need f o r  further  regulat ion.

Unitize a pool

Thus ,  whether  o r  not a co ns er v at i o n  statute e x p r e s s l y  includes  r e f e r e n c e  to the pr o tec t i on  of c o r ­
relat ive  r ights ,  the duty to pr o te c t  such t ights exi st s  c i ther  to render  the statute o r  regu lat i on  val id o r  as 
a means  to prevent  waste .

»
In fac t ,  the e ar l i e s t  co nse rva t i on  c a se  to reach  the Su pr em e  Cou rt  of  the United Statcs l s . '  sustained 

the Indiana statute in quest ion pr im a r i ly  as an inc ioent  to the pro tect ion  of co r r e la t iv e  r ights .

On the other  hand, or.e of  the f ew instance's wher e  an oi l  and gas  co nse rva t i on  statute has been held 
inv a l i d H / w a s  in a c a s e  wher e  a w e l l - s p a c in g  staiutc prohibi ted  the dr i l l ing  of  a we l l  without giving to the 
landowner  an adequate substitute means  o f  r e co v e r i n g  or  rece iv ing  his fai r  share  o f  the o i l  and gas f r o m  
the c o m m o n  pool  on the grounds that it infringed upon his const i tut ional  guarantees .  The co ur t  said that 
the right to pool  vo luntari ly  his in teres t  with adjacent  trac ts  to f o r m  a dr i l l ing  unit was  not an adequate 
substitute right.

The statutes o f  17 states ,  namely ,  A l a b a m a , A r i z o n a , A r k a n s a s , C o l o r ado,  F l o r i d a , G e o r g i a , 
Idaho, Kan s a s . M i s s i s s i p p i , N e b r a s k a , New M e x i c o ,  North C a r o l in a , North Dakota, O k la h o m a, P e n n s y l ­
va n ia , South Dakota , and T e x a s , in e x p r e s s  t e rm s  grant  the re gu la tory  a ge n c ie s  broad po w e rs  to pr o te c t  
c o r r e la t iv e  r ights .

The statutes o f  the states of  A l a b a m a , A r k a n s a s , C o l o r a d o , G e o r g i a , M i s s i s s i p p i , N e b r a s k a , and 
North C a r o l i n a , def ine waste  to include the abuse o f  c o r r e la t iv e  rights,

While the statutes of  I owa, Lo u is i an a , M ich ig an , O r e g o n , and T e n ne s se e  do not use the t e rm 
" p r o t e c t  c o r r e l a t i v e  r i ght s " ,  they contain numerous  re qu i rements  and pr o v i s i o n s  with r e s p e c t  to the p r e ­
vention of  dra inage ,  injury to o the rs ,  assur ing  an owner  his just  and equitable share ,  o r  s i m i l a r  p ro v i s i o n s  
which are but another  way of  de scr ib i ng  the pro tec t i on  of  c o r r e la t iv e  r ights.

The statutes of  A l a s k a , I l l ino i s , Nevada , New Y o r k , Utah, and Wyoming  although mentioning c o r ­
relat ive  r ights in the de c l ara t i on  of  po l i cy ,  o r  in s o m e  instances def ining c o r r e l a t i v e  r ights ,  do  not make 
furthei'  r e f e r en c e  thereto in connect i on  with any power  or  duty of the r e g ulatory agency  o ther  than in 
re sp ec t  to the pool ing of in teres ts  in a we l l  spac ing unit o r  in connec t ion with pool  unit ization.  They m ake 
no mention oTTEorrel'atTvc riglda witK~re~spect to the b r oad cons ’iTrvation po w er s  of  the r egu la tory  a g e n c i es .

The statutes of  Indiana, Kentucky, M ary la nd , Montana, O h i o , V i r g in ia , and West Vi rginia have no 
language of  any kind that d i r e c t ly  o r  indi rec t ly  r e f e r s  to the protec t i on  of c o r r e l a t i v e  o r  other pr ivate  
rights of  the landowners .

The Ca l i fo rnia  statutes mention the subject  only in r e s p e c t  to the giving to the owne r  of  a tract  o f  
l e s s  than an a c r e  the right to part i cipate in the product i on f r o m  a wel l  dr i l l ed  on an ad jacent  l ea se .  IZit/
Th is  is a p ro v i s i o n  adopted to c o n f o r m  to the d ec i s i on  in the e a r l i e r  Ca l i fo rnia  c a se  c ited in footnote  37.

Notwithstanding,  o r  perhaps bet ter  stated,  bec ause  of ,  the const i tut ional  r eq u i re m en t  that c o r r e l a ­
tive rights be pro tec ted wher e  and to the extent reasonab ly  pos s ib le ,  it would s e e m  wise  f o r  a statute to 
e x pr es s  in c l ea r  t e r m s  the duty of  the regulatory  agency  in regard  thereto .

3 . 5 . 2 . 1 3  E c o n o m ic  Cons iderat i ons  Other Than P r i c e  R e g u l a t i o n ^ /

Like  in the c ase  of  " c o r r e l a t i v e  r i ghts " ,  the pu rpo se s  of  the Interstate Oil  C o m p a c t  C o m m i s s i o n  
and,  in fact ,  the conse rva t i on  statutes o f  m o s t  of  the states,  omi t  any r e f e r e n c e  10 e c o n o m i c  c o n s i d e r a ­
tions or  " e c o n o m i c  waste "  in def ining the authority of  the regulatory  agency .  Som e  mention e c o n o m i c

^  Ohio Oil Co .  v.  Indiana, 177 US 190 (1901).
i l /  Bernste in  v.  Bush, 177 P .  2 d 9 1 3 ( C a l .  Sup. 19-17).
i l l l / S e c .  3608, as  amended,  Publ i c  R e s o u r c e s  Code .
3ii/ Fo r  pr i c e  regulat ion see  sec t i on 3. 5 .2 .  1-1 next f o l lowing.
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cons ider at i o ns  only in r e s p e c t  to wel l  spacing ,  pool ing within wel l  spac ing  units,  o r  pool  unit ization.
Others  ex p re s s ly  negative any authority to "p rev ent  e c o n o m i c  w as te " ,  

ncj ate.

Som e e x tr e m is ts  say that there is and should be no relat i onsh ip be tween e c o n o m i c s  and c o n s e r v a ­
tion.  They  advocate  co nse rva t i on  "a t  any c o s t "  as ser t ing  that e c o n o m i c s  should neither  be a mot iv e  nor  a 
resu l t .  Other  e x t r e m is t s  say that the whole bas is  f o r  any co nse rva t i on  p r o g r a m  is e c o n o m i c .  T h e re  a r c  
a l s o  those c r i t i c s  who charge  that the conse rva t i on  p r o g r a m s  adopted by the states are  but an e c o n o m i c  
de v i c e  to manipulate  p r i c e s  and prof i t s  rather  than prevent  waste  in the publ i c  in teres t .

The long h i s to ry  o f  oi l  and gas co nservat i on  l eg i s la t i on  in the United States,  its bene f i c ia l  f ruit s  in 
t e r m s  of  prevention  of actual  phys i cal  waste  and the gr e a te r  r e c o v e r y  of  o i l  and gas ,  and the many and 
unanimous holdings o f  the cour ts  sustaining regu lat ions  f o r  conse rva t i on  pu rp o s es  negat ive  unqual i f iedly 
al l  such e x t r e m e  pos i t i ons .  "  C*V *

As pointed out in connec t ion  with the d i s cu ss io n  of  c o r r e la t iv e  r ights ,  the l eg i s la t i on  and r e g u la ­
tions to be val id under both the F e d e r a l  and state const i tut ions must  be " r e a s o n a b l e " .  T o  be r e as on ab le ,  
whether  stated in the statute o r  not, e c o n o m i c s  and e c o n o m i c  co ns i der at i ons  must  be taken into account,  
as o therwise  the who le  sy s t em  would be ar b i t r ar y  and unr easonab le  and v/ould amount  to the taking of  
pr ivate  pr ope r t y  without due p r o c e s s  of  law or  the equal protec t i on  o f  the )aw,  T h e re  is  in law and,jin_fact 
a n e c e s s a r y  re lat i onship,  a legi t imate re lat ionship,  between e c o n o m i c s  and c on se rv at i on .

In fact ,  the only incent ive  to ex p lo re  f o r ,  pr odu ce ,  c o n s e r v e ,  ma rke t ,  t ranspor t ,  r e f ine ,  d i s t r i b ­
ute,  and useful ly  ut i l i ze  oi l  and gas is e c o n o m i c .  Ignore and r e m o v e  that incentive and " p h y s i c a l  w as te "  
resu l t s .  Th is  has been the repeated ex pe r i e nc e  that has s i red  a g rea t  por tion o f  the co ns e rv at i o n  l e g i s l a ­
tion providing f o r  an o r d e r l y ,  sens ib le ,  and ec on om ic a l l y  sound p r o g r a m  o f  dev e lo pm en t  and product ion of 
o i l  and gas .  The best  means or  tool to bring about the gre at es t  r e c o v e r y  of  oi l  and g as ,  and to prevent  its 
phys i cal  waste is the avoidance of e c o n o m i c  waste.  T o  requ i re  the r e c o v e r y  and co ns e rv at i o n  of oil  and 
gas  at a l o s s  would be unconsti tutional .  A fai lure  to r e c o v e r  the m a x i m u m  e c o n o m ic a l l y  r e c o v e r a b l e  oi l  
and gas is  in i t se l f  " c c o n o m i  was te "  of  a valuable  natural  r e s o u r c e ,  as we l l  as phys i ca l  waste .

On the other hand,  all o f  the cour t  de c i s i on s  sustaining c on se rv at i on  l eg i s la t ion  have cons is tent ly  
refuted the c l a i m that the conse rva t i on  p r o gr a m  of the states is  des igned  pr im a r i ly  f o r  e c o n o m i c  and prof it  
mot ives  rather than to prevent  waste of  a natural  r e s o u r c e  f o r  the c o m m o n  and the publ ic  go od .  The  
de c i s i on s  make it c l e a r  that the prevention of  waste o f  the natural  r e s o u r c e s  is the pr inc ipa l  ob jec t iv e  and 
that e c o n o m i c  co ns id e ra t i on s ,  if any,  are  but a means  to that end or  are  incidental .

The statutes of  A l a b a m a , Alaska,  A r i z o n a , A r k a n s a s , C o l o r a d o , F l o r i d a,  G e o r g i a , Idaho, Indiana, 
Iowa,  L o u is ia n a , M i s s i s s i p p i , Montana, N e b ra sk a , Nevada , New M e x i c o , New Y o r k , North Dakota , 
O r e g o n , P e nns y l va n ia , South Dakota, T en n e s se e ,  Utah, Washington , and Wyoming  al l  mention e c o n o m i c  
cons iderat i ons  in r es p ec t  to the dr i l l ing  o f  unn e ce s sa ry  we l l s ,  we l l  spac ing ,  pool ing ,  and unit ization.

Ar izona  de f ines  as waste  the producti on of  o i l  when it is unprof itable to d i s p o s e  o f  such producti on.

The statutes of  Kansas and Oklahoma include " e c o n o m i c  was te "  as a part  of  the def init ion o f  waste ,  
that is prohibited by the statutes.

%
The statutes o f  I l l inois and Kentucky e x p re s s ly  prohibit  l imitat i on of product ion to prevent  o r  c o n ­

trol  " e c o n o m i c  w as te " .

The statutes of  M ary la nd , O h i o , V i r g i n i a , and West Vi rginia make  no mention of e c o n o m i c  waste .

No statute de fines e c o n o m ic  wa6te.

■Hr-

■i-i/ Danciger  Oil h Refining Co .  v. Itailrn.nl C o m m i s s i o n ,  <19 SW 2d 837 (Tex .  C iv .  A pp. 19-12).
Peopte  v . A s a o c i a l e ^ l l > i i C o . "2d9 ~ 7 T T (G ^ fif7 ~ S u p T 'l  9 JO).
Champlin Refining. Co.  v.  Co rp or at i on  C o m m i s s i o n , 31 F ed .  2d 823 (WD Okla.  1931),  af f ' d 
286 US 210 ( IV32).
Julian Oil  v.  Royal t ies  Co .  v.  Capsh aw, 292 P a c .  8d 1 (Okla.  Sup. 1930).
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/ j a y  s .  H a m m o n d

GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  &  
E C O N O M IC  D E V E L O P M E N T

O F F IC E  O F  T H E  C O M M IS S IO N E R PO U CH  O —  JU N E A U  99811

April 9, 1976

H o n o r a b l e  T h e o d o r e  G. Smith 

V i c e  C h a i r m a n  

H o u s e  Res o u r c e s  Co m mi t t e e  

P ouch V

J unea u ,  A l a s k a  99811 

Dear Mr. Smith:

T h e  e n c l o s e d  booklets sh o w  the p r o g r es s  to d a t e  o f  the Bristol Ba y  Regional 

D e v e l o p m e n t  Council. The o p e n i n g  pages o f  the Bristol Bay - Its Potential 

and D e v e l o p m e n t  lists a d e t a i l e d  work p r o g r a m  f or  an e c o n o m i c  d e v e l o p m e n t  

s p e c i a l i s t  l o c a t e d in Bristol Bay. Even t h o u g h  it o u t l i n e s  m o r e  w o r k  than 

o n e  per s on  c ould hope to a c c o m p l i s h  in on e y e a r ,  it d i r e c t l y  a n s w e r s  the 

original c h a r g e  to the Commis s io n ,  th a t  b e i n g  a t h o r o u g h  e v a l u a t i o n  o f  the 

e c o n o m i c  a l te r n a t i v e s  to the red r a l m o n  industry. The original l e g i s l a t i o n  

a s k e d  that  the Council:

E x p l o r e  the s h o r t - t e r m  and l o n g - t e r m  e c o n o m i c  factors and federal

and S t a t e  programs and policies a f f e c t i n g  the Bristol Ba y  re g io n

w i t h  a v i e w  toward p r o d u c i n g  a l o n g - t e r m  e c o n o m i c  and social d e v e l o p­

m e n t  p r o g r a m  for the re g i o n  c o n s i s t e n t  w i t h  the living p a t t e r n s  of  

the r e s i d e n t  p o p u l a t i o n  and i n t e g r a t i n g  natural r e s o ur c e s  d e v e l o p m e n t  

w i t h  the environmental c o n c e r n s  of the region.

T h e  e c o n o m i c  factors have been e x p l o r e d ,  the a n a l y s i s  s t a g e  has bee n  comp l e te d .  

W h a t  w e  now need is f u n d i ng  for an i m p l e m e n t a t i o n  s t a g e .

I ncide n t l y ,  the last time I a p p e a r e d  be f o r e y o u r  commi t t e e ,  w i t h  two U n i v e r s i t y  

o f  A l a s k a  profes s o r s  wh o  a i d e d  the Bristol B a y  N a t i v e  A s s o c i a t i o n ,  some c o m m e nt s 

c o n c e r n e d  the w a s t e  o f  m o n e y  on c o n su l t a n t s .  This Council has bee n  u n i q u e  in

o n e  sense: O v e r  90% o f  the 10 m o n t h  a p p r o p r i a t i o n  for p l a nn i n g  has g o n e  to the

Bristol B a y  N a t i v e  Ass o ci a t i o n .  T hey have c a l l e d  the shots, and have spent the 

m o n e y,  and w e  o n  the Council feel they have d o n e  a pretty g ood j o b at it.

S i n c e r e l y ,
/ *

D e p u t y  C o m m i s s i o n e r

E n c l o s u r e



MEMORANDUM State of Alaska
D E P A R T M E N T  O F  C O M M E R C E  &  E C O N O M I C  D E V E L O P M E N T

T0: H o n o r a b l e  N e l s  A n d e r s o n ,  C h a i r m a n  DATE: M a r c h  9, 1976

H o u s e  R e s o u r c e s  C o n m i t t e e
FILE fc 

TELEPHONE NO:

f r o m : J i m  E d e n s o ,  D e p u t y  C o m m i s s i o n e r  

D e p a r t m e n t  o f  C o m m e r c e  &  E c o n o m i c  

D e v e l o p m e n t

s u b je c t .-  B rist o l  B a y  Re g i o n a l  D e v e l o p m e n t  

Cour'-il

T h e  B r i s t o l  B a y  N a t i v e  A s s o c i a t i o n ,  w h i c h  ha s  s e r v e d  as t he  p r i m a r y  c o n t r a c t o r  

t o  t h e  Council s i n c e  its i n c e p t i o n  e i g h t e e n  m o n t h s  a go, 1s p r e p a r e d  t o  r e s u m e  

d e v e l o p m e n t a l  a c t i v i t i e s  to i m p l e m e n t  t h e  r e c o m m e n d a t i o n s  o f  Bris t o l  Bay ,  Its 

P o t e n t i u 1  a n d  D e v e l o p m e n t , an d Bristol B ay, t h e  F i s h e r i e s  a n d  t h e  P e o p l e , the 

t w o  p l a n n i n g  r e p o r t s  i s s u e d  b y  t h e  C o u n c i l .

B B N A  u n d e r  c o n t r a c t  will f o l l o w  t h e  f o l l o w i n g  w o r k  program:

1 ) S t r o n g l y  u r g e  t h a t  federal l e g i s l a t i o n  e s t a b l i s h i n g  f u t u r e  l a n d  u s e , 

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

t h e  r i g h t  to t r a d i ti o n a l  u s a g e  o n  f e d e r a l l y  w i t h d r a w n  lan d s ,

2) U r g e  th e  B u r e a u  o f  I n d i a n  A f f a i r s  to e s t a b l i s h  a R e g ional 

O f f i c e  in D i l l i n g h a m ,

3) R e q u e s t  C o n g r e s s  to a u t h o r i z e  a n d  a p p r o p r i a t e  f u n d s  u n d e r

P L  93-638, the I n d i a n  S e l f - D e t e r m i n a t i o n  a n d  I n d i a n  E d u c a t i o n a l  

A s s i s t a n c e  Act, t o  a l l o w  small v i l l a g e s  to h i r e  a v i l l a g e  l e a d e r  

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

4) E n c o u r a g e  th e  U.S. F o r e s t  S e r v i c e  to m a k e  a n  i n v e n t o r y  o f

t i m b e r  r e s o u r c e s  o f  B r i s t o l  B a y  a n d  d e t e r m i n e  th e  m a x i m u m  s u s t a i n­

a b l e  y i e l d ,

5) S t r o n g l y  u r g e  t h e  F o r e s t  S e r v i c e  L a b o r a t o r y  in J u n e a u  t o

e v a l u a t e  the g r a z i n g  p o t e n t i a l  o f  f o r e s t  l a nd s  in t h e  B r i s t o l

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

6 ) U r g e  the Soil C o n s e r v a t i o n  S e r v i c e  to m a k e  a n  E n v i r o n m e n t a l  

I m p a c t  S t a t e m e n t  o f  th e  e f f e c t  o f  r e i n d e e r  h e r d i n g  in B r i s t o l  

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

7) S e e k  f unds f r o m  E D A  to c o n d u c t  a m a n p o w e r  a s s e s s m e n t  a n d  t r a i n i n g  

p r o g r a m  to s u p p o r t  a r e i n d e e r  I n d u s t r y ,

8 ) S t r o n g l y  u r g e  t h a t  s p e c i f i c  l e g i s l a t i o n  be e n a c t e d  

g u a r a n t e e i n g  t ra d i t i o n a l  u s a g e  o f  t h e  land f o r  d e s i g n a t e d  

s t a t e  r e s t r i c t e d  l an d s ,  f o r  e x a m p l e ,  t h e  p r o p o s e d  W o o d -  

T l k c h i k  S t a t e  P ark,

9) D e v e l o p  b 1 - ! 1 n g u a l  a n d  b l - c u l t u r a l  curriculimis in e d u c a t i o n a l  

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

mer c i a l  t r a i n i n g ,



Honorable Nels Anderson (2) March 9. 1976

10) U r g e  th e  D e p a r t m e n t  o f  L a b o r  t o  d e v e l o p  a t r a i n i n g  p r o g r a m  f o r  

v o c a t i o n a l  s k i l l s  n e e d e d  in c o n s t r u c t i o n  a n d  1 n p o s s i b l e  oil 
a n d  g a s  d e v e l o p m e n t ,

11) D e v e l o p  a p r o j e c t e d  c o n s t r u c t i o n  s c h e d u l e  a n d  p r e p a r e  f u n d i n g  

a p p l i c a t i o n s  f o r  u p g r a d i n g  a i r p o r t s  in Bris t o l  B a y  v i l l a g e s ;  

P r i o r i t y  wil l  b e  g i v e n  to t h o s e  v i l l a g e s  n e e d i n g  a i r f i e l d  

I m p r o v e m e n t s  in o r d e r  to d e v e l o p  t h e i r  b u s i n e s s  p p t e n t i a l ,

12) M e t h o d i c a l l y  c o n t a c t  a n d  u r g e  t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  

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

s a l m o n ,

T
13) A s k  t h e  D e p a r t m e n t  o f  F1 s h  a n d  G a m e  t o  e v a l u a t e  th e  i m p a c t  

o f  r e i n d e e r  h e r d i n g  o n  th e  g a m e  r e s o u r c e s  o f  Bristol Bay,

14) C o m p l e t e  a p p l i c a t i o n  f o r m s  to e n a b l e  t h e  D e p a r t m e n t  o f  P u b l i c  

W o r k s  to b u i l d  a b o a t  h a r b o r  a t  P e r r y v i l i e  a n d  C h i g n l k  so t h a t  

iobtftafiJbermen c a n  f i s h  o n  a  y e a r - r o u n d  b a s i s ,

15) L a y  p r e l i m i n a r y  g r o u n d  w o r k  t o  e s t a b l i s h  a b o a t  h a r b o r  a l s o  at

N a k n e k  a n d  S o u t h  N a k n e k .

16) W o r k  w i t h  t h e  U n i v e r s i t y  o f  A l a s k a  to d e v e l o p  t r a i n i n g  p r o g r a m s  

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

t a l e n t  a m o n g  Bris t o l  B a y  r e s i d e n t s .  T h i s  t r a i n i n g  m u s t  be c o n­

d u c t e d  in Bris to l  B ay ,

17) U r g e  t h e  U n i v e r s i t y  to  c o n s i d e r  e s t a b l i s h i n g  a n  A g r i c u l t u r a l  

E x p e r i m e n t  S t a t i o n  1n t h e  B r i s t o l  B a y  e e g i o n ,

18) E n c o u r a g e  and  d e m a n d  t h a t  t h e  T o u r i s m  M a n a g e m e n t  P r o g r a m  o f  the

U n i v e r s i t y  o f  A l a s k a  b e  u t i l i z e d  1n t he  Bris t o l B a y  r e gi o n ,

19) C o n t r a c t  p e t r o l e u m  f i r m s  a n d  u r g e  t h e m  to c o n t i n u e  t o  t r a i n  

B r i s t o l  B a y  r e s i d e n t s  to o p e r a t e  o i l - r e l a t e d  e q u i p m e n t ,

20) C o n t i n u e  to w o r k  c l o s e l y  w i t h  v i l l a g e  c o r p o r a t i o n s  a n d  the 

B r i s t o l  B a y  N a t i v e  A s s o c i a t i o n  t o  a l e r t  t h e m  to p o s s i b l e  pr o­

f i t a b l e  o p p o r t u n i t i e s  a r i s i n g  f r o m  B r i s t o l  B a y  N a t i v e  C o r p o r a­

t i o n  a c t i v i t i e s  in t h e  mi*..rals a n d  e n e r g y  a r e a ,

21) C o n s i d e r  w o r k i n g  w i t h  B r i s t o l  B a y  f i s h e r m e n  a n d  p r o c e s s o r s  

to d e v e l o p  a p r o m o t i o n a l  c a m p a i g n  to p r o m o t e  A l a s k a  s e a f o o d ,

22) A i d  t h e  e c o n o m i c  d e v e l o p m e n t  p l a n n e r  o n  the Bris t ol  B a y  N a t i v e  

A s s o c i a t i o n  s t a f f  in g a t h e r i n g  c o m p l e t e  i n f o r m a t i o n  o n  all 
f u n d i n g  s o u r c e s ,

23) D e v e l o p  a d d i t i o n a l  s t r a t e g i e s  t o  s t i m u l a t e  local i n i t i a t i v e ,  

w h i c h  e n t a i l s  a f o l l o w - u p  o n  t h e  v i l l a g e  p r i o r i t i e s  l i s t e d  in 

B r i s t o l  Bay, t he  F i s h e r y  a n d  t h e  P e o p l e .



H o n o r a b l e  N e l s  A n d e r s o n (3) M a r c h  9, 1 9 7 6

24) i d e n t i f y  l o c a t i o n ,  c a p a c i t y  a n d  o p e r a t i n g  c o n d i t i o n  o f  s a w m i l l s  

t'n ';he Bristol B a y  r e g i o n ,

25) Asr.lst the v i l l a g e s  1 n  f e a s i b i l i t y  s t u d i e s  o f  local l u m b e r  m i l l s  

o r  lo g  m i l l s ,

26 )  E v a l u a t e  an d  c o n s i d e r  c o n d u c t i n g  a m a n p o w e r  t r a i n i n g  a s s e s s m e n t  

o f  t h e  Bristol B a y  r e g i o n  to d e t e r m i n e  t h e  p r o d u c t i v e  c a p a c i t y  

f o r  a r t s  an d  craft s ,

2 7 )  E x a m i n e  the a d v a n t a g e s  o f  d e v e l o p i n g  a m a r k e t i n g  s y s t e m  

f o r  a r t s  a n d  c r a f t s  i n  c o o p e r a t i o n  w i t h  e x i s t i n g  a r t s  a n d  

c r a f t s  m a r k e t e r s ,

2 8 )  P r o m o t e  the p r i v a t e  e s t a b l i s h m e n t  o f  retail o u t l e t s  f o r  a r t s  

a n d  c r a f t s  i n  c o o p e r a t i o n  w i t h  l o d g e s  a n d  o t h e r  t o u r i s t - r e l a t e d  

f a c i l i t i e s ,

2 9) R e q u e s t  t h a t  A l a s k a  N a t i v e s  A r t s  a n d  C r a f t s  (ANAC) p r e s e n t  a 

t r a i n i n g  p r o g r a m  f o r  v i l l a g e  c r a f t s m e n ,

30) E n c o u r a g e  t h e  s t u d y  a n d  p o s s i b l e  d e v e l o p m e n t  o f  a s p e c i a l t y  

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

3 1 )  E n c o u r a g e  f u r t h e r  s t u d y  o f  t h e  d e v e l o p m e n t  o f  a p o s s i b l e  g r o u n d -  

f l r ^ e r y ,

32) f i l e  a p p l i c a t i o n  f o r  o f f i c e - m u n i c i p a l  f a c i l i t i e s  1 n  f i v e  B a y  

v i l l a g e s .

3
33) F o l l o w  t h r o u g h  w i t h  t h e  E c o n o m i c  D e v e l o p m e n t  A d m i n i s t r a t i o n  o n  th e  

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

f a c i l i t y  a t  D i l l in g h a m .

T h i s  wil l  b e  m o r e  t han e n o u g h  to k e e p  o n e  p e r s o n  b u s y  f u l l - t i m e  t h r o u g h  F Y - 1 9 7 7 .

I t  wil l  i n s u r e  t h a t  t h e  two r e p o r t s ,  w i t h  t h e i r  c o m p r e h e n s i v e  r e c o m me n d a t  ns, 

c o m p l e t e d  u n d e r  the o r i g i n al  S t a t e  a p p r o p r i a t i o n  d o  n o t  " j s a t  g a t h e r  dus' b u t  

a r e  i m p l e m e n t e d  b y  the p e o p l e  r e s i d i n g  i n  the r e g i on .

T h r e e  a p p l i c a n t s  h a v e  i n d i c a t e d  i n t e r e s t  in p u r s u i n g  t he  a b o v e  w o r k  p r o g r a m .

A n y  i n d i c a t i o n s  o f  c o n t i n u a t i o n  o f  t h e  Coun c i l  to J u n e  1977 w o u l d  g r e a t l y  a i d  in 

a t t r a c t i n g  the b e s t  q u a l i f i e d  d e v e l o p m e n t  s p e c i a l i s t  f r o m  B r i s t o l  Bay. T his 

D e p a r t m e n t  will  w o r k  c l o s e l y  w i t h  the B B N A  r e p r e s e n t a t i o n  to i n s u r e  t h e  e f f o r t s  

t o w a r d  t h e  a b o v e  33 p o i n t  w o r k  p r o g r a m  a r e  p r o d u c t i v e .
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T h e  f o l l o w i n g  will s u p p l e m e n t  infornu. tion f u r n i s h e d  by H o y l e  H a m i l t o n ' s  

l e t t e r  t h r o u g h  m e  to y o u  of  M a r c h  31, 1976 on the s u b j e c t  bill. T h e r e  are 

s ome po i n t s  tha t  H oyle fa i l e d  to c o v e r  t h a t  I feel s h o u l d  be b r o u g h t  ou t 

in m o r e  detail and are d i s c u s s e d  as follows:

S e c t i o n  3 8 . 0 5 . 1 8 0  (a) on lin e  15 st a t e s  "on the ba s i s  o f  a c ash 

b onus bid w i t h  a r o y a l t y  r e s e r v e d  to the S t a t e  of 12 1/2%". This 

s h o u l d  rea d  "with a m i n i m u m  r o y a l t y  r e s e r v e d  for the S t a t e  of 12 1/2%." 

T h e r e  s h o u l d  be e n o u g h  l a ti t u d e  to a l l o w  the C o m m i s s i o n e r  to p r o v i d e  for 

a r o y a l t y  o f  16 2 / 3 %  or 20% o r  25% if he so desires. B u t  it sh o u l d  set 

t he floor. Ou r  las t  l ease s ales hav e  p r o v i d e d  for r o y a l t i e s  a b o v e  the 

1 2  1 / 2 % f i g u r e  on a c as h  b onus bid type sale.

S e c t i o n  38 . 0 5 . 1 8 0 ( a )  (2) p r o v i d e s  for a c ash bonus bid w i t h  a 

s h a r e  o f  the ne t  profit. In s u b s e c t i o n  (b) o f  the s ame s e c t i o n  there 

is an a t t e m p t  to d e f i n e  w h a t  the ne t p r o f i t  s h ar e  will b e  a n d  c e r t a i n  

c r i t e r i a  ar e  set out. It p r o v i d e s  that o p e r a t i n g  c osts d i r e c t l y  a s s i g n a b l e  

to the d e v e l o p m e n t  and o p e r a t i o n  o f  oil and gas l ease i s s u e d  u n d e r  a net 

s h a r i n g  p r o f i t  a r r a n g e m e n t  m a y  be included. No m e n t i o n  is m a d e  a b o u t  

a l l o c a t e d  o v e r h e a d ,  t h a t  is, the o v e r h e a d  f r o m  the d i s t r i c t  o f f i c e  w h i c h  

n o r m a l l y  is a l l o c a t e d  to the individual leases. It m i g h t  be intentional 

t h a t  this w a s  o m i t t e d ,  but it is c a l l e d  to y o u r  a t t e n t i o n  b e c a u s e  it is 

a s i g n i f i c a n t  c ost f a c t o r  in l ease o p e r a t i o n s  and o n e  c o n s i d e r e d  b y  all 

c o m p a ni e s .

In 3 8 . 0 5 . 1 8 0  (a) (4) on line 24 p r o v i s i o n  is m a d e  f o r  a f i x e d  cash 

b onus w i t h  the r o y a l t y  r e se r v e d  to the S t a t e  as a bid v a r i a b l e  a f t e r 

p u b l i c  h e a r i n g  and c e r t i f i c a t i o n  to the l e g i s l a t u r e  by th e  C o m m i s s i o n e r  

t h a t  it w o u l d  be in the b e s t  i n t e r e s t  o f  the State. S i n c e  all of the 

v a r i a b l e s  in this s u b s e c t i o n  have a b e a r i n g  on a l t e r n a t e  S t a t e  income, 

w e  can see no d i f f e r e n c e  in no. 4 and nos. 1, 2, a n d  3 so far as e f f e c t  

on the S t a t e  t r e a s u r y  is c o n ce r n e d .  It w o u l d  a p p e a r  t h a t  the pu bl i c  

h e a r i n g  r oute and c e r t i f i c a t i o n  to the l e g i s l a t u r e  w o u l d  no t  be any 

m o r e  a d v a n t a g e o u s  on no. 4 t han on the o t h e r s  and c e r t a i n l y  will r e q u i r e 

at l e as t  an addit i o n a l y e a r  o f  p l a n n i n g  to d e t e r m i n e  a m e t h o d  of bidd i n g 

f o r  the sal e  itself. We c a n ' t  see the special h a n d l i n g  of no. 4 is 

required.

In s e c t i o n  3 8 . 0 5 . 1 8 0  (b) p r o v i s i o n  is m a d e  for  c a l c u l a t i o n  o f  the 

S t a t e ' s  ne t  p r o f i t  share of i n c o m e  f r o m  a lease. On l ine 11, p age 2, 

p r o v i s i o n  is m a d e  for net p r o f i t  share to be taken in k ind for b oth oil 

an d  gas pr o d u ction. The m e t h o d s  set out p r o v i d e  t h a t  it will be taken
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in kind a f t e r  the fact. T h e  value of p r o d u - t i o n  o f  both oil and gas 

c a n n o t  be d e t e r m i n e d  until the end o f  m o n t h  in w h i c h  it is p r o d u c e d  w h e n  

it is sold to the p u r c h a s e r  and s e t t l e m e n t  m a d e  on the basis o f  the facts

a t  t h a t  time. S o m e  t w e n t y - f i v e  days a f t e r  t h a t  a c c o u n t i n g  is m a d e  to

d e t e r m i n e  the a m o u n t  du e the State. Thus s e t t l e m e n t  c a n n o t  be m a d e  fo r 

f r o m  25 to 55 days  a f t e r  the dat e  the oil and gas has been produced.

V a l u e s  at t h a t  time m a y  have c h a n g e d  and in general an additi o n a l  20 

to 30 d a y s  is n e c e s s a r y  to c o r r e c t  all the p a p e r w o r k  r e q u i r e d  j u s t  in 

s e t t l e m e n t  o f  normal oil and gas r o y a l t i e s  and m a k i n g  c o r r e c t i o n s  on 

e r r o r s  made. Th u s  this p o r t i o n  of the bill will be v i r t u a l l y  i m p o s s i b l e  

to a d m i n i s t e r  if the o p t i o n  is t aken to do so. F r o m  the o p e r a t o r ' s  point

o f  view, it will be very  u n d e s i r a b l e  b e c a u s e  he will not know w i t h  any

d e g r e e  of r e l i a b i l i t y  w h a t  volu m es  of oil and gas will be a v a i l a b l e  for 

h i m  to c o n t r a c t  for sales to third parties. It is doubtful t h a t  an y o n e 

w o u l d  e x e c u t e  a gas p ur c h a s e  c o n t r a c t  w i t h  suc h a v a r i a b l e  w h i c h  could 

c a u s e  s i g n i f i c a n t  d e l i v e r y  d e f i c i e n c ie s .  F u rther, on line 19 the a t t r i­

buti o n  o f  p r o f i t s  b e t w e e n  oil and gas shall be p r o p o r t i o n a t e  to the v alue 

o f  the r e s p e c t i v e  sh a r e s o f  p roduction. We b e l i e v e  t hat this s h o u l d  be 

the r e s p e c t i v e  sh a r e s  o f  p r o d u c t i o n  saved, remov ed ,  or sold f r o m  the l ease  

si n c e  t h e r e  is a d i f f e r e n c e  b e t w e e n  a m o u n t s  p r o d u c e d  and a m o u n t s  sold.

S u b s e c t i o n  (c) p r o v i d e s  for p e r p e t u a t i o n  of a lease p r o d u c i n g  oil 

or gas in p a y i n g  q u a n t i t i e s  if it is p art o f  a u n i t  ap p r o v e d  b y  the 

C o m m i s s i o n e r  u n d e r  AS 3 1 . 0 5 . 1 0 0 - 3 1 . 0 5 . 1 1 0 .  It sh o u l d  be p o i n t e d o u t  t hat  

AS  3 1 . 0 5 . 1 0 0  p r o v i d e s  fo r  the p o o l i n g  of i n t e r e s t of owners in two or m o r e  

le a s e s  to p r o v i d e  for the d r i l l i n g  of a well w i t h i n  a d r i l l i n g  u n i t  or a 

s p a c i n g  unit. Ou r  normal s t a t e w i d e  s p a c i n g  is 160 a c r e s for oil and 640 

a cres f o r  gas and in s o m e  c ases an o p e r a t o r  m a y  n o t have e n o u g h  a c r e a g e  

to drill one well on his lease. T h e  p r o v i s i o n in this sect i o n  o f  the 

S t a t u t e  permi t s  o p e r a t o r s  to j oin t o g e t h e r  to for m  a p o o l i n g  u n i t  to 

drill u n d e r  the sp a c i n g  o r d e r s  provided. A S  3 1 . 0 5 . 1 1 0  p r o v i d e s  t h a t  the 

o p e r a t o r s  m a y  v o l u n t a r i l y  i n t e g r a t e  their i nt e r e s t  to f o r m  a u n i t  and 

w h e r e  t h e y  hav e n o t  a g r e e d  the D e p a r t m e n t  has j u r i s d i c t i o n ,  p o w e r  and 

a u t h o r i t y  a f t e r  pub l i c  h e a r i n g  w h e r e  c e r t a i n  c r i t e r i a  are met. It sh ou l d  

be p o i n t e d  o u t  that pr o v i s i o n  is no t  m a d e  in this s e c t i o n  for the D e p a r t­

m e n t  to a p p r o v e  a u n i t  w h e r e  the o p e r a t o r s  v o l u n t a r i l y  i n t e g r a t e  t heir 

i n t e r e s t  a l t h o u g h  u n d e r  AS 38 a p r o v i s i o n  does exist. All o f  the units 

f o r m e d  in the S t a t e  to this d a t e  hav e  been  v o l u n t a r y  units and d o  not 

fall u n d e r  A S  31. We r e c o m m e n d  tha t  c o n s i d e r a t i o n  be g iven to c h a n g i n g  

this p o r t i o n  of the proposal to read tha t  the l ease m a y  be p e r p e t u a t e d  if 

oil and gas is p r o d u c e d  in pay in g  q u a n t i t i e s  f r o m  the lease or if the 

lease is par t  of a u nit a p p r o v e d  by the C o m m i s s i o n e r .  This w a y  it w o u l d  

c a t c h  a n y  a p p r o v a l s  tinder e i t h e r  A S  31 or AS 38.

In s u b s e c t i o n  (d) on page 3 p r o v i s i o n  is m a d e  fo r  no ,'entals for 

the fi r s t  and se c on d  years. This o b v i o u s l y  w o u l d  giv e the l e s s e e  time to 

sho p the l ease in an e f f o r t  to m a k e  a b e t t e r  deal w i t h o u t  any addit i o n a l 

income to the State. We w o u l d  r e c o m m e n d  c o n s i d e r a t i o n  t h a t  re n t a l s  for 

the f i r s t  and second y e a r  be plac e d  at a m i n i m u m  of $ 1  per a cre or $ 1  for 

the f i r s t  y e a r  and $2 for the se c o n d year. We feel that there w o u l d  be 

a d d i t i o n a l  i n c e n t i v e  u n d e r  these c o n d i t i o n s  for d e v e l o p m e n t  and this
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w o u l d  m i n i m i z e  the time s pe n t  in tr y i n g to ped d l e  the acreage. A  s i m i l a r  

r e m a r k  c o u l d  be m a d e  fo r  the p r o v i s i o n s  o u t l i n e d  in p a r a g r a p h  (E) on line 

17 and 18 of p age 3. A l s o  (3) on line 19 does no t  p r o v i d e  for a n y  r o y a l t y  

p a s t  the p r i m a r y  t e r m  if the lease is in pr o d u c t io n .  Thi s  w o u l d  p r e c l u d e  

e s t a b l i s h m e n t  of a n y  m i n i m u m  in c o m e  fro m  the a c r e a ge .  If the le a s e s  had 

the m i n i m u m  p r o v i s i o n  t h a t  r o y a l t y  p r o d u c t i o n  in c o m e  m u s t  e x c e e d  $ 1  per 

a c r e  p e r  y e a r  or the o p e r a t o r  w o u l d  pay the d i f f e r e n c e  in rental income, 

thi s w o u l d  t s u r e  a c o n t i n u o u s  in c o m e  f r o m  all a c r e a g e  u n d e r  lease.

In l ines 6 a n d  7, pag e  4, the r e q u i r e m e n t  is m a d e  t ha t  the leases 

shall c o n t a i n  a p r o v i s i o n  r e q u i r i n g  a l e s s e e  to o p e r a t e  u n d e r  a r e a s o n a b l e  

c o o p e r a t i v e  or u n i t  plan w i t h o u t  re g ar d  to w h e t h e r  it is in the public 

i n terest. S e r i o u s  c o n s i d e r a t i o n  sh o u l d  be g i v en  a b o u t  m a k i n g  this a 

m a n d a t o r y  r e q u i r e m e n t  b e c a u s e  some s i t u a t i o n s  can e x i s t  w h e r e  it m i g h t  n o t  

be in the p u b l i c  i n t e r e s t  to f o r c e a c o o p e r a t i v e  o r  u ni t  plan. E x i s t i n g  

S t a t u t e  AS 31 has p r o v i s i o n  f o r  m a n d a t o r y  f o r m a t i o n  o f  a u n i t  o r  c o o p e r a t i v e  

pla n an d  a d e q u a t e  a u t h o r i t y  e x i s t s  for thi s  at the p r e s e n t  time.

On line 21, pag e  4 s u b s e c t i o n  (g) p r o v i s i o n  is m a d e  to e l i m i n a t e  

a c r e a g e  on a " k n o w n  g e o l o g i c  s t r u c t u r e "  f r o m  c h a r g e a b i l i t y .  T his t erm 

s h o u l d  d e f i n i t e l y  be d e f i n e d  and t here is a g r e a t  deal o f  d i f f e r e n c e  

o f  o p i n i o n  on w h a t  a g e o l o g i c  s t r u c t u r e  a c t u a l l y  is. In the St a t e ,  ou r 

original d i s c o v e r y  r o y a l t y  a w a r d  w a s  b ased on a " new g e o l o g i c  s t r u c t u r e . "

In the C o o k  I n l e t  area w h e r e  a d e c i s i o n  w a s  b a s e d  on the e x i s t e n c e  o f  a 

k nown g e o l o g i c  s t r u c t u r e  or a n e w  s t r u c t u r e ,  a law s uit w a s  f i l e d  in 

e a c h  c a s e  a g a i n s t  the d e c i s i o n  o f  the a d m i n i s t r a t i o n .  T h e r e  a r e  m a n y  

o p i n i o n s  on w h a t  c o n s t i t u t e s  a g e o l o g i c  s t r u c t u r e  and the in t e n t  should 

be f u l l y  s p e l l e d  o u t  to m i n i m i z e  the n u m b e r  o f  law s uits tha t  w o u l d  o c c u r  

in the future.

On line 24, pag e 4, s u b s e c t i o n  (h) m o s t  of  the p r o v i s i o n s  i n c l ud e d  

in this s e c t i o n  are a l r e a d y  c o v e r e d  in A S  31 an d  AS 38. On pag e  5, 

l in e  13, s e c t i o n  (j) p r o v i s i o n  is m a d e  f o r the s t o r i n g  o f  oil or gas.

Th e  w o r d i n g  o f  this p a r a g r a p h  p r o v i d e s  t h a t  a fee m u s t  be paid for the 

s t o r a g e  or rental on the s t o r a g e  of oil or gas a c r e a g e  s u b j e c t  to lease 

u n d e r  t his s e c tion. T h e  in j e c t i o n  of gas o c c u r s  m a n y  times in oil r e s e r­

voirs f o r  e n h a n c e d  recovery. In secton (j), an y  gas or oil or a n y  o t h e r  

h y d r o c a r b o n  i n j e c t e d  fo r  the p u r p o s e  of i m p r o v i n g  t h e  r e co v e r y  of oil in 

the r e s e r v o i r  s h o u l d  n o t  be s u b j e c t  to thi s  fee and it s h o u l d  be due o n l y  

w h e n  the p r o d u c t s  ar e  i n j e c t e d  for storage. Fo r  e x a m p l e ,  in the Swan s o n  

R i v e r  field, l a r g e  q u a n t i t i e s  o f  gas are b e i n g  i n j e c t e d  n o w  in a s e c o n d a r y  

r e c o v e r y  program. T h i s  p r o c e s s  has been l o o s e l y  r e f e r r e d  to as s t o r ag e  

gas in m a n y  cases. H o w e v e r ,  the a d d i t i o n a l b e n e f i t s  are c o n s i d e r a b l e  in 

the r e c o v e r y  o f  cr u d e  oil and a large p o r t i on  o f  the gas u l t i m a t e l y  will 

be recove r e d .  A d i s t i n c t i o n  t h e r e f o r e  s h o u l d  be m a d e  on w h a t  gas and oil 

the rental fee is due. Also, on line 22 p r o v i s i o n  is m a d e  t hat the lease 

shall be in e f f e c t  so l ong t h e r e a f t e r  as oil or gas no t  p r e v i o u s l y  p r o­

duced is p r o d u c e d  in p a y i n g  q u a n t i t i e s .  This c ould c o n c e i v a b l y  r e su l t  

in c e s s a t i o n  o r  c a n c e l l a t i o n  of a lease w h e n  hug e  q u a n t i t i e s  o f  oil or 

gas still remain to be r e c o v e r e d  f r o m  e i t h e r  a s t o r a g e  p r o j e c t  or a 

s e c o n d a r y  r e c o v e r y  project. T h i s  w o u l d  be a p a p e r w o r k  e x e r c i s e  in
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fu tility. It w o u l d  p r o b a b l y  b e  b e t t e r  if the w o r ds  "not p r e v i o u s l y  p r o­

duced" w e r e  e x c l u d e d  and p e r m i t  the lease to st a y  in e f f e c t  so long as 

oil or gas is p r o d u c e d  in paying q u a n t i t i e s  w h i c h  is w h a t  p r e s e n t  leases 

a l r e a d y  provide.

S e c t i o n  3 8 . 0 5 . 1 8 4  p r o v i d e s  for g r a n t i n g  c o m p e t i v e  c o n t r a c t  e x p l o r a­

tion pe r m i t s  w i t h  the re w a r d  p a y a b l e  by the S t a t e  to the p e r m i t  holder 

p e r  u n i t  o f  r e c o v e r a b l e  h y d r o c a r b o n  d i s c o v e r e d.  T h i s  p r e s u m e s  t ha t  the 

a m o u n t  o f  h y d r o c a r b o n  d i s c o v e r e d  can be a s c e r t a i n e d  w i t h  s o m e  de g r e e 

of r e l i a b i l i t y .  M a n y  p e o p l e  ar e  b e i n g  m i s l e a d  into b e l i e v i n g  th a t  

r e s e r v e s  can be e s t i m a t e d  wit h  a hig h  d e g r e e  o f  a c c ur a c y .  N o t h i n g  

c o u l d  b e  f a r t h e r  f r o m  the truth. S t u d i e s  b a se d  on e s t i m a t e s  of p e t r o l e u m  

r e s e r v e s  d i s c o v e r e d  in the s o u t h 48 o v e r  many, m a n y  y e a r s  have ind ic a t e d 

t h a t  on the a v e r a g e ,  f i r s t  e s t i m a t e s  are in the o r d e r  of 2 0 0  to 300% too 

low b e c a u s e  a d d i t i o n a l  r e s e r v e s  are d i s c o v e r e d  f r o m  a d di t i o n a l  pools and 

o u t l y i n g  e x p l o r a t i o n  o v e r  m a n y  f u t u r e  years. One m i g h t  loo k  a t  P r u d h o e  

B a y  as an e x a m p l e  w h e r e  a ft e r  e i g h t  y e a r s  of k n o w l e d g e  a n d  the d r i l l i n g  

o f  m o r e  t h a n  100 we l l s ,  r e s e r v e  e s t i m a t e s  are c h a n g i n g  daily. V e r y  

r e c e n t l y  a well w a s  c o m p l e t e d  in the i n t e r i o r  p o r t i o n  o f  the Prud ho e  

B a y  f i e l d w h i c h  did no t  have e n o u g h  h y d r o c a r b o n  s a t u r a t i o n  to c o m p l e t e  

as an oil or gas well. R e s e r v e  e s t i m a t e s  in this a r e a  are b e i n g  revis e d  

w i t h  the d r i l l i n g  o f  eac h  well and there is a ver y  large d e g r e e  of d i f f e r­

en c e  in the indiv id u a l  e s t i m a t e s  of the d i f f e r e n t  o p e r a t o r s  in P r u d h o e  Bay 

as to w h a t  the r e s e r v e s  a c t u a l l y  are. In the c ase o f  the S t a t e ' s  r e s e r­

vo i r  study, d u r i n g  the last six m o n t h s  of 1975, the area c o n t a i n i n g  gas 

w a s  i n c r e a s e d  a p p r o x i m a t e l y  1 0 % b a s e d  on d r i l l i n g  a n d n e w  information. 

W e l l s  a r e  b e i n g  c o m p l e t e d  d a i l y  that are c h a n g i n g  t h e  g e o l o g i c  pict u r e 

and the e s t i m a t e s  o f  r es e r v e s  ar e  dynamic. T h e r e  is no w a y  t h a t  r e se r v e s 

can be e s t i m a t e d  w i t h  a n y  d e g r e e  o f  r e l i a b i l i t y  until 35 to 50% of the 

total r e s e r v e  has bee n  p r o d u c e d  and even then the e s t i m a t e s  h ave a de g r e e  

of a c c u r a c y  in the o r d e r  of 90% at most. W i t h  a p r o v i s i o n  i n c l u d e d  such 

as p r o p o se d ,  t h e r e  can be n o t h i n g  but law suits on the b a s i s  o f  e v e r y  

d i s c o v e r y .  We b e l i e v e  tha t  at b e s t  $ 1 5 0 , 0 0 0  should be s e t  a s i d e  each 

y e a r  to d e f e n d  law suits on this matter.

On l ines 17, 18 and 19 on page 6 p r o v i s i o n  is m a d e  f o r  p a y m e n t  to be 

m a d e  on b a s i s  o f  q u a n t i t y  of h y d r o c a r b o n s  pr o v en  to be e c o n o m i c a l l y  

r e c o v e r a b l e  f r o m  the land, c o v e r e d  b y  the permit. No one can tell the 

a m o u n t  of h y d r o c a r b o n s  to bT r e c o v e r e d  and no one c a n  tell w h a t  r e s e r v e s 

can be r e c o v e r e d  e c o n o m i c a l l y  b e c a u s e  o p e r a t i n g  c o s t s  an d  c rude price 

p l a y  an i m p o r t a n t  f a c t o r  in t h e s e  d e t e r m i n a t i o n s .  T h e  o n l y  reason that  

w e  h a v e n ' t  b een p l a g u e d  by law suits on the " r e s e r v e s  tax" a l r e a d y  is 

b e c a u s e  o f  th e  "pay back" provis i o n ,  b u t  w e  s h o u l d n ' t  be so n a i v e  as to 

b e l i e v e  o p e r a t o r s  w o u l d  no t  f i l e  sui t  on this bill. F u rt h e r ,  ‘in line 21 

p r o v i s i o n  is m a d e  for an i n d e p e n d e n t  a s s e s s m e n t  b o a r d  c o n s i s t i n g  of t hree 

p r o f es s i o n a l  e n g i n e e r s .  No p r o v i s i o n  is m a d e  f o r  th e  t y p e  o f  professional 

e n g i n e e r s  h o w e v e r ,  it s h o u l d  be poin t e d  o u t  t h a t  o f  all t he  types of 

p r o f es s i o n a l  e n g i n e e r s ,  onl y p e t r o l e u m  e n g i n e e r s  a r e  t r a i n e d  in this line 

o f  work.
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S e c t i o n  (d) pa g e  6 pr o v i d e s  th a t  no r e a s s e s s m e n t  will be a l l o w e d  

a f t e r  10 y e a r s  h a v e  e l a p s e d  e x c e p t  as r e q ui r e d  by actual pr o d u c t i on .  No 

p r o v i s i o n  is m a d e  as to h o w  often this could occur, w h e t h e r  it v/ould be 

a n n u a l l y ,  m o n t h l y ,  o r  som e  n u m b e r  o f  years. E it h e r  p arty sh o ul d  be 

a b l e  to r e q u e s t  a r e a s s e s s m e n t  at his e x p e n s e bu t a s s e s s m e n t  s h o u l d  

be m a d e  no m o r e  o ften t h a n  o n c e  each 3 years. A lso, the r i g ht  of appeal 

f r o m  the d e c i s i o n  o f  the a s s e s s m e n t  board should be spel l ed  o u t  b e c a u s e  

t h e r e  will be d i s a o r e e m e n t  o f  m a j o r  magnitude. Se c t i o n  (e) p age 7, 

lin e  2 p r o v i d e s  fo r  p a y m e n t  of gas d i s c o v e r e d  on the basis of a ratio 

d e t e r m i n e d  b y  the C o m m i s s i o n e r  be f o re  o f f e r i n g  the contract. H o w e v e r , 

the p a y m e n t s  m a y  be m a d e  m a n y  y e a r s  down the road. For ex a m p l e ,  actual 

p r o d u c t i o n  m a y  c h a n g e  th e  r e s e r v e  e s t i m a t e s  and some m o n e t a r y  e x c h a n g e  

w o u l d  b e  n e c e s s a r y .  T h e  r e l a t i v e  v al u e  a t  t ha t  t ime m i g h t  be f a r  d i f f e r e n t  

t han at the t ime the p e r m i t  w e n t  ou t  for bid. As a m a t t e r  o f  fact, this 

s e c t i o n  doe s  n o t  p r o v i d e  f o r  a ny  p a y m e n t  on actual a m o u n t  of gas d i s c o v e r e d ,  

o n l y  t h a t  it will be p ai d  on the basis of a r atio w i t h  oil as d e t e r m i n e d  

b y  t h e  C o m m i s s i o n e r  p r i o r  to bidding. If an o p e r a t o r  finds a m a j o r  gas 

f i e l d  an d  a v e r y  m i n o r  oil field, the w a y  we read the bill, s e t t l e m e n t  

v/ould be m a d e  on th e  b a s i s  of an a r b i t r a r y  r at i o  e s t a b l i s h e d  by the 

C o m m i s s i o n e r  r e g a r d l e s s  o f  the actual values of oil and gas produced.

S e c t i o n  (f) say s  t h a t  the C o m m i s s i o n e r  m a y  l imit the actual 

annual d i s c o v e r y  r ew a r d  p a y m e n t  p r i o r  to the i s s uance of the p e r m i t  

or c o n t r a c t .  T h i s  m i g h t  prove to be s e l f - l i m i t i n g  a p few if a n y  oil 

o p e r a t o r s  a r e  w i l l i n g  to take the risk an d  spend m o n e y  to d i s c o v e r  s o m e­

thi n g  k n o w i n g  t h a t  t hey can o n l y  ge t  a return b a s e d  on some annual partial 

p a y m e n t  to be d e t e r m i n e d  b y  the State. T hi s  v/ould a p p e a r  to be m o r e  in 

l ine w i t h  the u t i l i t y  laws w h e r e  r e p a y m e n t  comes o v e r  a long pe ri o d  of 

t i m e  an d p r o f i t s  a r e  limited. In this high risk bus i n e s s,  an o p e r a t o r  

v/ould be i n s a n e  to a c c e p t  these terms.

In the e x a m i n a t i o n  of this bill, we see very little t hat w e  k e l i e v e  

w o u l d  p r o v e  b e n e f i c i a l  to the State. The d i f f e r e n t  b i d d i n g  p r o v i s i o n s  

on pag e  1, s e c t i o n s  a - 1 , 2, 3, and 4 m i g h t  prove helpful to the D e p a r t m e n t  

in d e t e r m i n i n g  o p t i m u m  m e t h o d s  o f  b i d d i ng  for  the State, but the y  can be 

j u s t  as d e t r i m e n t a l  by p r e v e n t i n g  o t h e r  types of bidding. The a d d it i o n a l 

rental p a y m e n t s  p r o v i d e d  in s u b s e c t i o n  (d) could be b e neficial arid w o u l d  

a c c e l e r a t e  d e v e l o p m e n t  in the State. It should be b o r n e  in m i n d ,  however, 

t h a t  i n c r e a s e  in r e n t a l s  o f  this nat u r e  w o u l d  have the e f f e c t  of an 

o p e r a t o r  a t t e m p t i n g  to i n c r e a s e  his d e v e l o p m e n t  s c h e d u l e s  and it c a r r i e s 

an o b l i g a t i o n  t h a t  the S t a t e  w o u l d  have to t i m e l y  a p p r o v e  p e r m i t s  for 

this. T h e  p r o v i s i o n s  r e g a r d i n g  u n i t i z a t i o n  and p e r p e t u a t i o n  of leases 

are a l r e a d y  c o v e r e d  in e x i s t i n g  leases and w e  c a n n o t  see tha t  t h e y  

i m p r o v e  the s i t u a t i o n ,  but t hey m a y  in fact c o n f u s e  the s i t u a t i o n  b e c a u s e  

o f  c o n f l i c t i n g  j u r i s d i c t i o n  in tv/o d i f f e r e n t  Statutes. And  finally, 

the p r o v i s i o n  for c o n t r a c t  e x p l o r a t i o n  permi t s  is one that v/e c a n n o t  see 

h o w  an y  oil an d  gas o p e r a t o r  would, u n d er  a ny  c o n d i t i o n ,  be a g r e e a b l e  

to d o i n g  e x p l o r a t o r y  w o r k  for the S t at e  w i t h o u t  some a s s u r a n c e  t h a t  he 

c o u l d  p a r t i c i p a t e  in the b e n efits. C e r t a i n l y , this p r o v i s i on  as w r i t t e n  

a s s u m e s  tha t  an o p e r a t o r  w o u l d  pay the S tate a f ixed c ash bonus for
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the o p p o r t u n i t y  to go and risk his m o n e y  and drill f o r  oil r e s e r v e s  in 

the hope tha t  the S t a t e  w o u l d  re wa r d  him if he found something. The 

odd s  are 9 to 1 a g a i n s t  h i m  find i n g  a n y t h i n g  in the f ir s t  place and a b o u t  

50 to 1 tha t  he will m a k e  a commercial find. C o n s e q u e n t l y ,  w i t h o u t  some 

r e a s o n a b l e  a s s u r a n c e  t h a t  he c ould r e c o v e r  his mo n e y ,  he w o u l d  b e  fool i sh  

to m a k e  a bid fo r  a c o n t r a c t  on this basis. M o r e  than likely, the o p e r a t o r  

w o u l d  w a n t  the S t a t e  to p a y  him a f ixed b onus to go o u t  an d  drill w i t h  the 

hop e t h a t  he w o u l d  h ave som e  op t i on  to p a r t i c i p a t e  in the d i s c o v e r y ,  if it

occu r s ,  e i t h e r  t h r o u g h  a c r e a g e  a c q u i s i t i o n  o r  t h r o u g h  some ri g h ts  to m a r k e t

the oil o r  gas d i s c o v e r e d .  A p r o v i s i o n  like this w e  t h i n k  w o u l d  b r i n g  

e x p l o r a t i o n  to a c o m p l e t e  hal t  in the S t a t e  of A l a s k a  e x c e p t  w h a t  c ould

be f i n a n c e d  d i r e c t l y  ou t of the S t at e  treasury.
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Oil and Gas L e a s i n g

This part o f  the bill p r o v i de s  4 a l t e r n a t i v e s  the c o m m i s s i o n e r  m a y  f o l l o w  

in r e g a r d  to b i d d i n g  oil and gas leases. A l t e r n a t i v e  (1) p r o v i d e s  a f i x e d  

r o y a l t y  of 12 1/2 % and a c a s h  b onus bid. This s eems to be a step in the 

o p p o s i t e  d i r e c t i o n  t h a t  m o s t  pe o p le  s e e m  to be a d v o c a t i n g  today. A 12 1 /2% 

r o y a l t y  is less than in ou r  last c o m p e t i t i v e  lease sale, w h i c h  w a s  16 2/3%. 

The general f e e l i n g  t o d a y  is for h i g h e r  r o ya l t i e s ,  no t  less royalty. In m y  

op i nion, a f ix e d  16 2/ 3  % r o y a l t y  w i t h  bonus b i d d i n g  is the b e s t  w a y  to go 

on c o m p e t i t i v e  l e a s e  sales u n l e s s  t here is r e a l d r a i n a g e  a c r e a g e  involved.

A l t e r n a t i v e s  (2) and (3) invo l v e  a ne t  pr o fi t  s hare to the S t a t e  e i t h e r  

in a fixed a m o u n t  as in (2) or a bid v a r i a b l e  as in (3). T h e  cotmiissioner 

shall by r e g u l a t i o n  e s t a b l i s h  a c c o u n t i n g  p r o c e d u r e s  for the c a l c u l a t i o n  

of ne t  profits.

Net profits w o u l d  be a ver y  u n d e s i r a b l e  w a y  for the S t a t e  to take its s h a r e 

f r o m  oil and gas pr o d uc t i o n .  T he  S t a t e  w o u l d  be t a k i n g  the same risks for  

a net pr o f i t  s h a r e  as w i t h  a r o y a l t y  share, h o w ever, a n e t  p r o f i t  s h a r e  

w o u l d  r e q u i r e m u c h  m o r e  a c c o u n ti n g .  In f o r e c a s t i n g  S t a t e  r e v e n u e  f r o m  a 

lease wit h a r o y a l t y  p r o v i s i o n  y o u  h ave two v a r i a b l e s  to e v a l u a t e ,  p r o d u c t i o n  

and w e l l h e a d  value. W i t h  n e t  prof i t s  a third v a r i a b l e  w o u l d  be i n t r o d u c e d ,  

o p e r a t i n g  costs. N o r m a l l y  a t  the end o f  eac h  m o n t h  the S t a t e  r o y a l t y  

share, e i t h e r  in v a l u e  or kind, can e a s i l y  be d e t e r m i n ed .  W i t h  n e t  p r o f i t s  

it m a y  take m a n y  m o n t h s  b e f o r e  all the o p e r a t i n g  c o s ts  c o u l d  be c o m p i l e d  and 

the Stat e ' s  s h a r e  a c c u r a t e l y  det e r m i n e d . T h e  o p e r a t o r s  i n c e n t i v e  to keep 

o p e r a t i n g  c o s t s  at a m i n i m u m  are p r o p o r t i o n a t e l y  lessened.

Th e  fourth b i d d i n g  a l t e r n a t i v e  (fixed cash bonus and  r o y a l t y  bid) w o u l d  

re q u i r e  a pu b l i c  hearing. Thi s  seems a usel e ss  a n d  t i m e - c o n s u m i n g  e f f o r t  

to go thro u gh  in e s t a b l i s h i n g  any b i d d i n g  proce d u r e . It seems t h a t  the 

r o y a l t y  board, the l e g i s l a t u r e  and the c o m m i s s i o n e r  s h o u l d  be r e s p o n s i b l e  

e n o u g h  to see t h a t  the bes t  int e r e s t s  of the St a t e  are m e t  w i t h o u t  a 

pub li c  hearing.

On page 2, line 11. It p r o vides for the S t a t e  to take  its n o t  p r o f i t s 

share of oil and gas in kind. T his w o u l d  a m o u n t  to the S t a t e  t ak i n g  a 

s hare of fu t u r e  p r o d u c t i o n  based on the net p r o f i t s  c a l c u l a t e d  f r o m  pas t 

production. Thi s  w o u l d  be an a c c o u n t i n g  night m a r e .  T h e r e  is no p r o v i s i o n  

for h o w  f r e q u e n t l y  the net p r o f i t  d e t e r m i n a t i o n  w o u l d  be made.

In lines 14 t h r o u g h  17 on page 2, it is not c l e a r  ho w  the d e t e r m i n a t i o n  

is to be m a d e  for t a k i n g  in kind v o l u m e s  of oil an d  gas.
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Guy R. Martin - 2 March 31, 1976

On p age 3, i tem (3) u n d e r  (d) d o e s n ' t  m a k e  sense.

In s u m mary, on th e  f i r s t  pa r t  of this bill r e g a r d i n g  b i d d i n g ,  t here seems 

to be n o t h i n g  to gain b u t  h e a d a c h e s  for the State to go fo r  a net pro f i t  

share w h e n  a r o y a l t y  s h a r e  w o u l d  give the S tate the s ame t h i n g  w i t h  less 

problems. F i x e d  r o y a l t y  and b o n u s  b i d d in g  wi t h  12 1 /2% as a m i n i m u m ,  as 

in the p r e s e n t  s t a t u t e ,  w o u l d  m a k e  m o r e  s ense and giv e  s o m e  l e e w a y  for 

h i g h e r  f i x e d  royal ti e s .

Oil a n d  Gas C o m p e t i t i v e  C o n t r a c t  E x p l o r a t i o n

This bill p r o v i d e s  f o r  c o m p e t i t i v e  c o n t r a c t  e x p l o r a t i o n  p e r m i t s  fo r oil 

and gas, b u t  doe s n o t  say w h e t h e r  these are s e i s m i c  p e r m i t s ,  d r i l l i n g  

p e r m i t s ,  or both.

T h e s e  c o m p e t i t i v e  e x p l o r a t i o n  permits are tc be a w a r d e d  on a f ix e d  cash 

b o n u s w i t h  the o p e r a t o r  b i d d i n g  for the r e w a r d  he w a n t s  in terms of the 

r e s e r v e s  he di s c o v e r s .  W h a t  is the reward the S t a t e  pays the o p e r a t o r ?  Is 

this t o  be m o n e y  o r  s o m e  s t o c k  in the S t a t e  oil c o m p a n y ?

On p age 6 (c), t he  bill p r o v i d e s for an i n d e p e n d e n t  a s s e s s m e n t  board, 

c o n s i s t i n g  of t h r e e  pro f e s s i o n al  e n g i n e e r s  that w o u l d  d e t e r m i n e  the r e se r v e s 

d i s c o v e r e d  b y  t h e  permi t t e e .  Th e bill does not s p e c i f y  w h a t  e n g i n e e r i n g  

f ield t h e s e  p r o f e s s i o n a l  e n g i n e e r s  are to be licensed.

If gas r e s e r v e s  are  d i s c o v e r e d  it provides on page 7 (e) t h a t  the p a y m e n t  

shall be on the b a si s  of a r atio b e t w e e n the e x p e c t e d  a v e r a g e  values of 

oil an d  gas e s t a b l i s h e d  by the c o m m i s s i o n e r  b e fore o f f e r i n g  the e x p l o r a t i o n  

p e r m i t  for bid. This c a n n o t  be d on e  w i t h  a n y  c e r t a i n t y  e v e n  a f t e r  a d i s­

co v e r y  is made. F o r  e x a m p l e  a t  P r u d h o e  Bay, e i gh t  y e a r s  a f t e r  d i s c o v e r y ,  

this ra t i o  is still u n ce r t a i n .

In m y  o p i n i o n  t h e r e  w o u l d  be l i t t l e  in t e r e s t  by the  oil o p e r a t o r s  to tr y  

a n d  o b t a i n  an e x p l o r a t i o n  p e r m i t  as d e s c r i b e d  in this bill s i n c e  there is 

no a s s u r a n c e  they  w o u l d  a c q u i r e  a n y  of the r e s e r v e s  t h e r e  m i g h t  be found.

Assumii i th a t  w i t h  a v e r y  low f i x e d  bonus some o p e r a t o r s  w o u l d  bid and a c q u i r e  

an e x p . . r a t i o n  permit. W h a t  is the Stat e ' s  p o s i t i o n ?  S i n c e  the State 

d oes n o t  ha v e  a n y  u n l e a s e d  d r a i n a g e  a c r e a g e  these p e r m i t t e e s  w o u l d  be 

w i l d c a t t i n g  for the State. For e v e r y  d r y  hole d r i l l e d  the S t at e  w o u l d  

- l o s e  its o p p o r t u n i t y  to a c q u i r e  a bonus f ro m  a l ease sal e  on that land.

T h e  P r u d h o e  Ba y  f i e ld  has bee n  l ike a siren song to m a n y  oil o p erators. --------

This is al s o  t r u e  w i t h  some of o u r  legislators. We s h o u l d  be looking 

a t  the f u t u r e  w h e n  a d v o c a t i n g  a State p o l i c y  r e g a r d i n g  ou r  'lands w i t h  oil 

a n d  gas poten t i a l .  If y o u  do this and look a t  the o d d s  of f i n d i n g  a 

l arge field, I think the S t a t e  w o u l d  lose its s h i r t  f o l l o w i n g  the p r o c e d u r e s  

p r o p o s e d  in this bill.
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TO, p

FROM:

(

Roger Lev/is 
Legislative Liaison 
Office of the Commissioner

d a t e  : April 5, 1976

Pedro Denton SU3JECT: HB 872
Chief, Minerals Section 
Division of Lands ^

This bill would eliminate two of the best schemes for oil and gas leasing.
These are straight bonus bidding with fixed royalty rates at higher than 
12*s% (percent) and bonus bidding with a sliding scale royalty. Both of 
these are allowed under present state law.

I have no objection to the other bidding schemes being provided for; but,
I doubt it would be in the best interest of the state to use.them. Basically,
"net profits" cure too difficult to administer. I do not have much confidence 
in our ability bo determine "net profits" when we still do not have an answer 
to "well head" value in Cook Inlet. We might be able to narrov/ly define net 
profits by regulation so that they would be easily definable; but, it would 
appear just as easy to design a sliding sclae royalty that would accomplish 
the same thing wittout the inherent administrative costs of monitoring net 
profits.

I am opposed to royalty bidding because it encourages speculative bidding by 
those unable to perform and would lead to waste of resources by premature 
atondomrant. The state would also, more fully, participate in the risk; but 
this could be controlled somewhat in well Jmown areas by the amount of the 
fixed bonus.

Another major problem is that the alternatives allowed include almost all the 
bidding schemes that have been studied so much in relation to oil and gas 
leasiiig during the past few years. I am concerned that an administration 
fciced with a tremendously cample:: decision, potentially involving many millions 
of dollars, will simply be unable to timely make decisions with so many complex 
alternatives. As different administrators jump from scheme to scheme, we will 
only at’J  to time already far too much uncertainty in Alaska and thereby actually 
dec .arise our take by whatever scheme we use. This is all so unnecessary 
because basically tie same thing can be accomplished by intelligent management 
of either of the schemes; some easier and with loss cost than the others. We 
must remember tint all of these theories are projected by various proponents 
to accomplish essentially the same tiling; bring in the greatest return to the 
government. Wliat many of these theorists forgot in tin equation are the funda­
mental problems of government and business.

I would thus rather see only one scheme provided lay statute, tonus bidding, 
with the latitude to set fixed or sliding scale royalties. With fairly simple 
determinations, these cem be tailored to fit the basic objectives of t'no state 
as situations cliange. If this bill must lie considered, I recommend that 
Sec. 38.05.180(a) (1) to amended to state the royalty "not less tlvan 12*#" 
instead of the flat 12^o (percent) proposed.

I recomnend deleting the requirement in Sec. 38.05.180(c) to certify leases 
of over 5 years to the legislature. In many re-note areas 5 year leases will 
to too stort to receive maximum return from a sale. The sharply escalating

AGO 935761-j-



Roger Lewis Page 2 April 5, 1976

rentals should protect against abuse frcm longer term leases and make 
checking with the legislature unnecessary. The references to AS 31.05.100 
through AS 31.05.110 should be deleted. As written, it could imply that 
leases could only be extended if in a forced unit and I doubt this was the 
intent. Line 27 and 28 on page 2 should be rewritten to read as follows:

"lease or, if the lease is carmitted to a unit approved by the
commissioner."

The proposal vould (probably by oversight) eliminate the drilling over the 
expiration date concept in the present law. This provision echoes several 
problems inherent in mineral development and should be included. It is the 
third from the last sentence under present AS 38.05.180(a).

The proposal would also eliminate the preference right provision presently 
under AS 33.05.180 (j) and Ik). This is a good provision and was designed 
to solve the title problems in the many federal lease areas with water- 
botterns of unknown title. The State's interest is protected by the competi­
tive bid procedures and by our right to object to federal leasing of water­
bodies that are clearly navigable.

Section 38.05.184 is confusing and would require considerable study to 
determine if it is workable. The discovery reward concept appears unwork­
able but perhaps it could be cured by regulation. The concept of designating 
"a single petroliferous subsurface geological structure" nay also be unwork­
able or unrealistic without provisions for nore data gathering. I doubt 
tint the intended incentives of this bill (i.e. preference right and discovery 
award) would intice very much revenue, but the bill would be extremely 
expensive to administer and could condemn considerable state acreage.

cc: Dale Tul±>s
Mike Smith
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"An Act relating to the Alaska M i n i n g  License Tax; and p r o v i d i n g  for an 
effective date."

C O M M I T T E E  R E P O R T

3 / 1 9 / 7 6 H O U S E FINANCE

Mr. Speaker: Dat e  ' *11/

RESOURCES
The Comm i t tee on has had

H B  8 7 3

under consideration. A Major i t y of the me mb ers of the Co mmitte e 

( ) recommends it DO PASS

( ) recommends it DO NOT PASS

( ) recommends it DO PASS WITH ATTACHED AM EN DM EN T (S)

( ) recommends it BE REPLACED WITH CS FOR ________________  AND THAT

CS FOR DO PASS

( ) "and" recommends it BE REFERRED TO THE 

COMMITTEE

( ) reports it back WITHOU T RE CO MM EN DA TIO N 

( ) "other"

Memb ers signing the Ma jo ri ty report:

Members NOT concurri ng in the Ma jo ri ty report:

recommend s : l j  ft /Vc (. C ///°  /l

recommend s : ■«

ir

recommend s 

recommend s 

r ec ornme nd s

C ha i rma n
/



837 S. Nelson St. 

Lakewood, Colo. 80226 

April 14, 1976

Mr. Nels Anderson, Jr., Chairman 

House Resource Committee 

Pouch V

Juneau, Alaska 99801 

Dear Chairman Anderson:

I understand your committee held hearings on HE 878, which would 

impose a severance tax on income derived from mining. It is almost 

unbelievable that such a tax would be considered when mining is largely 

a potential industry which already faces a tough tax structure on top 

of staggering development and operating costs.

During the past several years, we have considered various mineral 

ventures in Alaska and, in some instances, conducted preliminary feasi­

bility studies. The ventures have been turned down on the basis of 

unfavorable financial analyses before the tax factors were considered!

We have apparently erroneously assumed that due to the lack of a strong 

economic base, the State of Alaska would probably grant tax concessions 

as an incentive for a major mineral development. As is the case with 

many companies, we look at A l a s k a’s excellent potential for mineral 

deposits from the technical standpoint and then define the targets in 

economic terms. This results in limiting ourselves to mineral deposits 

with such high unit value that the probability of finding one is too

low to justify the high exploration cost.
*

Until the State government and the labor unions recognize that sound 

economic development requires a favorable tax structure plus competitive 

labor costs per work unit, I see little chance of significant growth in 

A l a s k a’s mineral industry.

Very truly yours,

Thomas G. Melrose 1

TGM:cj



I:CA ALASICA COMMUNICa t io n s , m e . 
PHONE: 586-6440 

JUNEAU, ALASKA 99801

I PMAFU8 A HG 
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TL X  R A A FBK 

K1 F A I R B A N K S  ALASKA ' 1 - 1 7 - 7 6

PMS N E L  S A A NO ER SO N ,  CHAIR VAN
. 2 9 C 2

HOUSE RESOURCE COMMITTEE 

POUCH V 

J U NE AU A L A  S K A

-o

« < (

DEAR CHA IRMA N' A NO E P S O N :

REGARDI NG HP P78 MI NI NG T A X ,  I RE  SP l CT F UL L Y  URGE YOU TO HOLD 

T HI S LEG I SLA f I ON I N C O V M I T T I F ,  NOT L t T I I NG IT SEE THE L I GHT  OF 

DAY,

IT I S  COUNTER PRODUCTI VE FOR ALL ALASKANS IN TERMS OF REVFNUF 

G E N E R A T I O N ,  BECAUSE IT WI L L  R E S U L T  I N L E S S  MI NI NG E X P L O R A T I O N ,  

L E S S  MI NI NG TAX R E V E N U E ,  AND WI LL  ROD ALASKANS OF J O B S .  I T 

S T R I K E S  P A R T I C U L A R L Y  HARD AT SHAREHOLDERS OF A NCSA REGI ONAL 

CORPORATI ONS BECAUSE IT T AK E S  7 PERCENT OF THE I R  MI NERAL REVENUE 

S TRAI GHT  FROM I HE POCKETS  OF THE S HA R E HOL DE R S .  IT ALSO OF F E RS  A 

S E R I O U S  I MPEDI MENT TO MI NERAL DEVELOPMENT 0



CORPORATI ONS BECAUSE IT T A K E S  7 PERCENT OF THE I R  MI NERAL REVENUE 

STRAI GHT  FROM THE POCKETS  OF THE S HARE HOL DE RS .  IT ALSO OF F E RS  A 

SER I OU S I M RED I ME NT TO Ml ME R A L D E VEL OPME NT ON NA T I V E L A NO S A NO TO 

MI NERAL DEVELOPMENT THAT MIGHT CONTRI BUTE  TO THE ALASKA NATI VE  FUNO.

I F  Hb 878 P A S S E S ,  IT WI L L  SET IN CONCRETE THE CONCEPT OF S P E C I A L  

T A X E S  ON M I N I N G ,  WHI CH I S  A CONCEPT THAT RUNS AGAI NST THE P U B L I C  

I N T E R E S T ,  E S P E C I A L L Y  I N T I ME S OF HIGH I N F L A T I O N  AND UNEMPLOYMENT.

1HANK YOU FOR YOUR C O N S I D E R A T I ON .

R E S P E C T  FULL  Y ,

J E F F  KNAEBEL 

TL X  09035A 02

16A3 EST
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The Honorable Nels Anderson, Chairman 
Resource Committee 
Alaska State House of Representatives 
Pouch "V " , State Capitol Building 
Juneau, Alaska 99811

Dear Representative Anderson:

Bear Creek Mining Company wishes to thank you for the opportunity to appear 
before your committee on April 8 , 1976. We feel strongly about the need for 
real incentives in order to establish a viable mining industry in A laska , and 
look forward to working with your committee and the State of Alaska to investi­
gate such matters as infrastructure support and federal government fax p o licy .
We would certainly like to reduce our state tax burden, and feel that although 
this may not be achieved in this legislature, the revisions we requested would 
relieve this burden in startup years and resulting from lows in the business c y c le . 
We do feel that stability is worth something, and appreciate this aspect of the 
current House B ill 878.

A v iab le , rural mineral industry in Alaska would be an asset worthy of State 
support — it would be about the cnly industry which could be developed to 
furnish jobs for rural A laskans, and a diverse economic base for the State . 
Are you and your committee in favor of working toward its development?
We would like to think so, and are ready to work v'ith you — please ca ll on 
us.

Sincere ly ,

RCB/bb

ncere ly ,

R . C .  Babcock. J r .  
Exploration District Manager

cc : H . L . Bauer, J r .
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A pril 17, 1976 
David L. Butherus 
4.1 m i l e  Chena Ridge Rd. 
Fairbanks, A l aska 99701

Mr. Nels A. A n d e r s o n  Jr., Chairman 
HOuse Resource Commi t t e e  
Pouch V 
Juneau, A laska

Dear Mr. Anderson:

I am w r i t i n g  to you in r egard to the p r o p o s e d  new tax bill 
(HB 878) on mining. This n e w  tax proposal, if passed, w o u l d  
be even m o r e  detrimental to the m ining industry than the 
existing Mining L i cense Tax.

Mineral exploration and d e v e l o p m e n t  in A l a s k a  face g r e a t  d i f­
ficulties and extremely high costs already, and I feel that 
the additional b urden of an excessive tax w o u l d  v i r t ually 
bring a halt to the m i n i n g  industry in this state. This 
would result in a m o n e t a r y  loss to the state and a loss of 
jobs for the people p r e s e n t l y  employed by the mining industry.

Alaska ranks among the highest, if not the highest in t a x a­
tion. The infant m ining industry in this state cannot hope 
to bear a heavy tax b urden such as those borne by the m ature 
mining industry in states such as Arizona, Montana, Minnesota, 
and Idaho.

High taxes would stop the flow of e x p l o r a t i o n  money coming 
into the state. W i t h o u t  e x ploration money, efforts to e v a l­
uate lands in A laska will be greatly hampered, and the n e c e s­
sary facts to make w i s e  land use d e c i sions will be sadly lack­
ing .

I would like to go o n  record as o p p o s i n g  this bill (HB 878) 
and urge you to hold it in committee so that this extremely 
important matter may be g i v e n  the careful consideration it 
d e m a n d s .

T hank you for your c o n s i d e r a t i o n  of this important matter.

Sincerely

David L. Butherus

D L B :s e b

i



F I N A N C I A L  D E P A R T M E N T

A  M E M B E R  O F  T H E  R T Z  G R O U P

April 12, 1976

Mr. Nels A. Anderson, Jr.

Box 234

Dillingham, Alaska 99576 

Dear Mr. Anderson:

This letter is to thank you for permitting me to testify on behalf of 

United States Borax & Chemical Corporation before your Resources C o m m i t­

tee Hearing on House Bill No. 878 on Ap r i l  8 , 1976.

As I stated, United States Borax &  Chemical Corpoi ition is very interested 

in the possibility of mining in Alaska. (See copy of attached News R e­

lease). Testimony that was given seems to support either a total repeal 

of Section 43.65.010 Mining license or modification to recognize and p e r­

m i t  (1) deduction of exploration costs in determination of base for tax 

(2) the deduction of prior losses by permitting carry forward of prior 

losses until exhausted (3) the allowance of related expenditures incurred 

outside the State of A l a s k a  and (4) application of 3-1/2 year tax free 

holiday to each new mine placed in production.

Also, the proposal to establish one rate of 3 per cent or 5 per cent in 

lieu of present escalating rates could provide some encouragement to 

future mine operators.

In line with the spirit of 1776, it is believed all taxes should be 

critically examined to determine if they deter the future developments 

of Alaska. Your committee has the important role to foster and encourage 

m ineral development that in turn will increase employment and the prosperity 

of the State.

Hc.afully, United States Borax &  Chemical Corporation will be able to bring 

into operation the property now being defined. A  favorable tax consideration 

for the mining industry by your committee would help our future planning as 

well as others now considering Alaskan operations.

Yours truly,

( V
C . W . McKown 

Tax Manager

CWM:jf 
Attachment

U N I T E D  S T A T E S  CIORAX l\ C H E M I C A L  C O R P O R A T I O N  • 3 0 7 S  W I L S H I R E  B O U L E V A R D  • L O S  A N G E L E S .  C A L I F O R N I A  Q O O IO  • ( 2 1 3 )  3Q1.S311
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news release
issued by Ihe public relations department 

3075 Wilshire Boulevard, Los Angeles, California 90010- 381-5311 /

FOR R E L E A S E  M A R C H  17, A T  3 P.M., EST, 

________________________________ 12 N OON, PST.

U n i t e d  S ta t e s  B o r a x  & Chemical C o r p o r a t i o n  has d i s c o v e r e d  a m a j o r  

m o l y b d e n u m  d e p o s i t  in the K e t c h i k a n  area o f  s o u t h e a s t e r n  Alaska.

Th e  Los A n g e l e s  b a s e d  c o m p a n y  r e v e a l e d  t o d a y  the results o f  its 

p r e l i m i n a r y  e v a l u a t i o n  o f  the d ep o s i t ,  w h i c h  was i n i t i a l l y  d i s c o v e r e d  in 

the fall o f  197 4  d u r i n g  an e x t e n s i v e  e x p l o r a t i o n  p r o g r a m  c o n d u c t e d  in 

s o u t h e a s t e r n  A l a s k a  o v e r  the pas t  five years.

T h e  m i n e r a l i z e d  area, w h i c h  covers a l m o s t  a s q u a r e  miltj is l o c a t e d  

45 m i l e s  e a s t  o f  K e t c h i k a n  in the s o u t h e r n  A l a s k a  p a n h a n d l e ,  a n d  lies at an 

e l e v a t i o n  o f  2 , 0 0 0  feet and five m i l e s  i n l a n d  f r o m  t idewater.

D r i l l i n g  to date i n d i c a t e s  a p o tential o r e  b o d y  in e x c e s s  o f  

100 m i l l i o n  tons g r a d i n g  0 . 2 0  p e r c e n t  to 0 . 3 5  p e r c e n t  m o l y b d e n u m  d i s u ' f i d e  

wit h the m i n e r a l i z a t i o n  at or n e a r  the s u r f a c e ,  p e r m i t t i n g  m i n i n g  by open 

pi t  m e t h o d s .  Th e  potential for i n c r e a s i n g  the t o n n a g e s  both l a t e r a l l y  and 

at d e p t h  is c o n s i d e r e d  e x c e l l en t .  T w o  h u n d r e d  a n d  t h i r t y - f i v e  c l a i m s  h ave 

been filed in the area.

P r o s p e c t s  for future m i n i n g  o f  the o r e  b o d y  a p p e a r  to be p r omising. 

Ho w e v e r ,  b e c a u s e  o f  the e x t e n t  o f  the m i n e r a l i z e d  area, c o n s i d e r a b l e  f u r t h e r  

e x p l o r a t i o n  d r i l l i n g  and e v a l u a t i o n  will be n e c e s s a r y  b e fo r e  a d e c i s i o n  can 

be r e a c h e d  to b r i n g  the p r o p e r t y  into pr o d uc t i o n .  T he  potential or e  reserves  

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

Th e  c o m p a n y  plans f u r t h e r  e x t e n s i v e  e x p l o r a t i o n  w o r k  an d  e n v i r o n­

mental s t u d i e s  on the p r o p e r t y  d ur i n g  1976 to d e f i n e  the e x t e n t  o f  the n e a r­

sur f a c e  m i n e r a l i z a t i o n  by s h a l l o w  d r i l li n g ,  to test by deep d r i l l i n g  for 

the c o n t i n u i t y  o f  m i n e r a l i z a t i o n  at d epth a n d  to c o n t i n u e  geological m a p p i n g  

a n d  sam p l i n g .

Th e  cos t  o f  c o n s t r u c t i n g  an o p e n  pi t  mine, a c o n c e n t r a t i n g  p l a n t  to 

p r o c e s s  30, 0 0 0  tons o f  or e  p e r  day, a n d  dock a n d  o t h e r  s u p p o r t  f a c i l i t i es  

is c u r r e n t l y  e s t i m a t e d  at a r o u n d  $ 250 m i l l i o n.  Th e  p r o j e c t,  if b r o u g h t  into 

p r o d u c t i o n ,  w o u l d  e m p l o y  7 0 0 - 1 , 0 0 0  p e o p l e  d u r i n g  the c o n s t r u c t i o n  phase, a n d  

a bout 500 w o r k e r s  on a f u l l - t i m e  basis t h e re a f t e r .  T h e  city o f  K e t c h i k a n  

w o u l d  be the m a j o r  s up p l y  bas e  d u r i n g  the c o n s t r u c t i o n  and op e r a t i o n s .

Th e  e x p l o r a t i o n  p r og r a m ,  w h i c h  has c o s t  in ex c e s s o f  o n e  m i l l i o n  

doll a r s  to date, c o n s i s t e d  o f  e x t e n s i v e  g e o l o g i c a l ,  g eophysical a n d  g e o­

chemical s u r v e y s  in the w e s t e r n  C o a s t  R a n ge  c o n d u c t e d  by an e i g h t - m a n  

g e o l o g i c  team, f o l l o w e d  by s u r f a c e  s a m p l i n g  a n d  c o r e  drilling. T ec hnical
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a s s i s t a n c e  to the p r o g r a m  was g i v e n  by the c o m p a n y ' s  r es e a r c h  f a c i l i t y  in 

A n a h e i m ,  C a l i f o r n i a.

D u r i n g  the s u m m e r  o f  1975, forty d i a m o n d  drill holes a v e r a g i n g  

a b o u t  200 feet in d e p t h  w e r e  c o m p l e t e d  in the m i n e r a l i z e d  area.

M o l y b d e n u m  is an i m p o r t a n t  a l l o y i n g  a g e n t  u sed to im p a r t  h a r d n e s s , 

s t r e n g th ,  a nd  c o r r o s i o n  r e s i s t a n c e  to steel, cas t  iron an d  n o n f e r r o u s  

metals. T h e r e  a r e  e s s e n t i a l l y  no c o m p e t i t i v e  s u b s t i t u t e s  for m o l y b d e n u m  

in these critical a p p l i c at i o n s .  R e s e a r ch  is c o n t i n u i n g  in the use o f  

m o l y b d e n u m  in c a t a l y s t s  for a u t o m o b i l e  e m i s s i o n  c o n t r o l s  an d coal g a s i f i c a­

tion and as a s u p e r  a l l o y  for a i r c r a f t  and industrial gas t u r b i n e  engines. 

r ree w o r l d  c o n s u m p t i o n  o f  the metal in 1975 was a p p r o x i m a t e l y  200 m i l l i o n  

pounds.

U . S . B O R A X  is a m e m b e r  o f  the RTZ G r o u p  o f  m i n i n g  a n d  mineral 

p r o c e s s i n g  c o mpanies. It has a 1 0 0 - y e a r  h i s t o r y  o f  b o r a x  m i n i n g  in s o u t h­

we s t e r n  U n i t e d  Sta t e s  an d  t o d a y it o p e r a t e s  a b o r a x  m i n e  an d  r e f i n e r y  at 

Boron, C a l i f o r n i a ,  p r o d u c i n g  a b o u t  60 p e r c e n t  o f  free w o r l d  borates. It 

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

d o m e s t i c a l l y  a n d  i n t e r n a t i o n a l l y .  It also has a 40 p e r c e n t  i n t e r e s t  in 

A l l a n  P ot a s h  M i n e s  at Al l a n ,  S as k a t c h e w an .

M a r c h  17, 1976



The  H o n o r a b l e  H. M. H e r s h b e r g e r  
A l a s k a  S ta te  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  " V M S ta te  C a p i t o l  B u i ld in g  
J u n e a u ,  AK 99811

A p r i l  19, 1976

D e a r  C o n g r e s s m a n  H e r s h b e r g e r :

I a m  w r i t i n g  to c o m m e n t  on two q u e s t i o n s  you  r a i s e d  a t  the h e a r i n g s  on  
the  M in in g  l i c e n s e  T a x  on  A p r i l  8 w h i c h  w e r e  not  a d e q u a t e l y  a n s w e r e d  
at  the  t i m e .

Y o u r  p o in t  is w e l l  t a k e n  tha t  t h e r e  w as  m u c h  ta lk  a b o u t  how gold  m in in g  
w o u ld  i n c r e a s e  w h e n  the  p r i c e  o f  gold r o s e  and t h e r e  h a v e  b e e n  few 
d e v e l o p m e n t s  s i n c e  the i n c r e a s e .  What  has  h a p p e n e d ,  h o w e v e r ,  w e l l  
I l l u s t r a t e s  the r e a l i t y  o f  m i n in g ,  the  lag t i m e  f r o m  d i s c o v e r y  to p r o ­
d u c t i o n  and  the  r i s k  i n h e r e n t  in the v o l a t i l i t y  of  w o r l d  m e t a l  p r i c e s .

Gold m i n in g ,  p a r t i c u l a r l y  p l a c e r  go ld  m in in g ,  is r e l a t i v e l y  s i m p l e  but  
e v e n  in t h o s e  i n s t a n c e s  w h e r e  r e s e r v e s  w e r e  know n  and m a j o r  c a p i t a l  
i n v e s t m e n t s  o f  the p a s t ,  a s  in the c a s e  of  gold  d r e d g e s ,  co u ld  be c a p i t a l i ­
zed  on,  it took  two y e a r s  b e f o r e  p r o d u c t i o n  i ould  be r e v iv e d .  T h e  c o m ­
p le x i ty  of  o t h e r  forxns  o f  m i n in g  would  take  m o r e  p la nn ing  and  m u c h  
g r e a t e r  i n v e s t m e n t .

R e v i v a l  of s m a l l  s c a l e  p l a c e r  m in in g ,  a s  you  a r e  a w a r e ,  h a s*  b e e n  
h i n d e r e d  by e n v i r o n m e n t a l  p r o h i b i t i o n s  w h ich  h ave  no t  only  d e l a y e d  
b u t  in  i n s t a n c e s  r e q u i r e d  c l o s i n g  o f  s o m e  p l a c e r  o p e r a t i o n s .

With  ihe p r i c e  of  gold  up,  n e v e r t h e l e s s ,  e x p l o r a t i o n  for  go ld  h a s  i n t e n s i ­
f ied .  T h e  G o lde n  Z one  d e p o s i t  h as  b een  d r i l l e d  d u r i n g  the p a s t  two 
s e a s o n s  and  the W il low C r e e k  m i n in g  d i s t r i c t  is u n d e r  e x p l o r a t i o n  by a 
m a j o r  c o m p a n y ,  w h ic h  a r e  two e x a m p l e s  of the e f f o r t s  being  m o d e  by the 
m i n in g  I n d u s t r y  to lo c a t e  m l n a b l e  d e p o s i t s .
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T h e  C h a n d a l a r  m i n in g  d i s t r i c t ,  w i t h  w h i c h  I a m  p a r t i c u l a r l y  f a m i l i a r ,  
h a s  b e e n  u n d e r  a c t i v e  e x p l o r a t i o n  d u r i n g  the  p a s t  two f ie ld  s e a s o n s  by 
e s t a b l i s h e d  m in in g  c o m p a n i e s  w h i c h  h a v e  b e e n  u n s u c c e s s f u l  in p r e ­
l i m i n a r y  e f f o r t s  to d e l i m i t  p o t e n t i a l  m a j o r  gold  r e s e r v e s .  T h e  L i t t l e  
Squaw Gold  M in ing  C o m p a n y ,  o w n e r  o f  the  c l a i m s  in the  a r e a ,  now p la n s  
to m i n e  the s m a l l  ton n a g e  of  h ig h  g r a d e  o r e  w h ic h  h a s  b e e n  k no w n  fo r  
y e a r s ,  but  is doing  so  only  a f t e r  h a v in g  m a d e  the e f f o r t  to e v a l u a t e  the
d i s t r i c t  for  l a r g e r  s c a l e  m i n i n g  d e v e l o p m e n t s .
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SignLflcan tly ,  d u r i n g  the  p e r i o d  of  the  p a s t  two y e a r s ,  the  p r i c e  o f  gold  
h a s  d e c l i n e d  to l e s s  t h a n  o n e - h a l f  i t s  h i s t o r i c  h ig h  an d  t h e r e  a r e  p r e ­
d i c t i o n s  of  a c o l l a p s e  in the  p r i c e ,  a  n e c e s s a r y  c o n s i d e r a t i o n  in any  
i n v e s t m e n t  p lann ing  fo r  a go ld  m i n in g  u n d e r t a k i n g .

O n  a n o t h e r  q u e s t io n ,  you  m a d e  the v a l id  poin t  t h a t  you c o u ld  only  r e l a t e  
to w h a t  you  know and  i l l u s t r a t e d  th a t  7% o f  $500, 000 is  $35, 000 an  a m o u n t  
e q u a l  to w h a t  a p ip e l in e  w o r k e r  m a k e s  in a h a l f - y e a r  and  a s k e d  why U. S. 
B o r a x  c o u l d n ' t  pay  t h a t  a m o u n t .  T h e  c o m p a r i s o n  w o u ld  h a v e  b e e n  ap t  
w e r e  the $ 5 0 0 ,0 0 0  to h av e  b e e n  a r e l e v a n t  f ig u r e  but  u n f o r t u n a t e l y  w a s  
o f f  by a n  o r d e r  of  m a g n i t u d e  w h i c h  m a d e  the  i n f e r e n c e  m i s l e a d i n g .  In 
o r d e r  to e x p la in ,  l e t  m e  a s k  the  q u e s t i o n ,  " I f  you i n v e s t e d  $250,  w o u ld  
y ou  b e  looking  to e a r n  50£ p e r  y e a r  b e f o r e  t a x e s ? "  T h a t  is the  e q u iv a l e n t  
o f  $500,  000 e a r n e d  on  the $250 m i l l i o n  i n v e s t m e n t  U .S .  B o r a x  p r o j e c t s  
fo r  the  m o l y b d e n u m  d e v e l o p m e n t .  In p r o p e r  p e r s p e c t i v e ,  t h e r e f o r e ,
U. S. B o r a x  would  h a v e  to p la n  on  t a x a b l e  i n c o m e  of a t  l e a s t  25 t i m e s  
th a t  a m o u n t  and  a t  a  r a t e  of  t a x a t i o n  th a t  would  be not 7%, b u t  7% plus
9. 4%. T h u s  the  f ig u r e  to r e l a t e  to Is $2 m i l l i o n  not  $35,  000.  I shou ld  
ad d  th a t  it g o e s  w i th o u t  s a y in g  th a t  t h e r e  would  be the f u r t h e r  t a x  r e v e n u e s  
f r o m  p r o p e r t y  l ax es  and  a c o n s i d e r a b l e  swel l  in p e r s o n a l  i n c o m e  t ax  and  
s a l e s  Lax r e v e n u e s  a s  the e f f e c t s  of  the  d e v e l o p m e n t  p e r m e a t e d  the s o u t h ­
e a s t  A l a s k a n  e c o n o m y .

1 d o n ' t  th in k  th a t  t h e r e  Ib an  a w a r e n e s s  tha t  the  S t a t e ' s  (ax p o l i cy  h as  had 
a s e v e r e  d e p r e s s i n g  in f lu e n c o  on the m i n in g  i n d u s t r y  n o r  t h a t  any  c h a n g e  
w i l l  h ave  m o r e  than  a m i n i m a l  i n f l u e n c e  on  n e a r  t e r m  tax  r e v e n u e s .
W e r e  a m i n e r a l  i n d u s t r y  to be a t t r a c t e d  to A l a s k a ,  the  tax  r e v e n u e  b e n e f i t s  
co u ld  not  be  e x p e c t e d  to be r e a l i z e d  to any  s u b s t a n t i a l  d e g r e e  b e f o r e  the  
m id  1 9 8 0 ' s .  T h e r e a f t e r ,  h o w e v e r ,  the d i r e c t  a s  w e l l  a s  I n d i r e c t  b e n e f i t s  
of  a b r o a d  b a s e d  m i n in g  i n d u s t r y  would  be s u b s t a n t i a l  and  long t e r m .
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I s t r o n g l y  b e l i e v e  th a t  l e g i s l a t i v e  a c t i o n  o n  the R e v i s e d  M in ing  L i c e n s e  
T a x  B i l l  w o u ld  be i l l - a d v i s e d  a t  the  p r e s e n t  t i m e .  W i th o u t  a c t io n ,  
n o th in g  is  to be  l o s t  to the S ta t e  In . e v e n u e s  to be d e r i v e d  f r o m  the 
p r e s e n t  M in ing  L i c e n s e  T a x .  W hat  would  be l o s t  v/ould be the i m p e t u s  
to t h o ro u g h ly  s tu d y  the i n f lu e n c e  o f  t a x a t i o n  on  the m i n e r a l  i n d u s t r y  of  
A l a s k a  and  the a b i l i t y  to m e e t  the t ax  r e v e n u e  o b j e c t i v e s  fo r  the  S ta te  
in the Long t e r m .

In c l o s i n g ,  l e t  m e  s a y  th a t  t h o s e  o f  us w ho  t e s t i f i e d  g r e a t l y  a p p r e c i a t e d  
the  i n t e r e s t  y ou  e x p r e s s e d  th the  q u e s t i o n s  you  r a i s e d  d u r in g  the  h e a r i n g .
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S i n c e r e l y ,

W M cG :pn

cc :  T h e  H o n o r a b l e  N e l s  A n d e r s o n



Mr. Nel s A n d e r s o n  

H o u s e  o f  R e p r e s e n t a t i v e s  

P ouch V 

S t a t e  Capitol 

June a u ,  A K  99811

Re: HB 878, M i n i n g  Lice n s e  Tax

D ear R e p r e s e n t a t i v e  Anderson:

The e n c l o s e d  letters, from  potential c l i e n t s  (sources of 

e x p l o r a t i o n  funds) h o p e f u l l y  will help s h o w  w h y  the m i n i n g  

l i c e n s e  tax has the e f f e c t  of robbi n g  job s  f r o m  A l a s k a n s ,  

w i t h  the n o t e w o r t h y  s e c o n d a r y  e f f e c t  that total tax r e­

ven u e  to the state is less than it w o u l d  be if the s e v e ra n c e  

tax did not e x i s t  and the r e s u l t i n g  flo w  o f  e x p l o r a t i o n  

capital p r ov i d e d  jobs.

A n y b o d y  wh o  has an u n d e r s t a n d i n g  o f  t hese e c o n o m i c  factors 

a n d  a c o n c e r n  for u n e m p l o y m e n t  w o u l d  s e e m  to be in f avor 

o f  r e p e a l i n g  the e x i s t i n g  m i n i n g  license tax.

R e s p ec t f u l l y ,

J K/dc

E n e l : Letters
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TECH COHPOBATIOH LIMITED
JJ09 W EST HASTINGS STREET 
VANC OU VER , B. C. VGE 2 K 5

TEL-. (60 -1 ) G 01-1392 
T E L E X : 0 4 - 3 0 7 7 0 9

April 14, 1976

R e p r e s entative Nels Anderson, Jr.,

Chairman,

House Resource Committee,

Po u c h  V,

Juneau, Alaska

Dea r  Mr. Anderson:

Re: Ho u s e  Bill 878 (Mining License Tax)

As a C a n a d i a n  company prepared to invest in Alaska 

m i n i n g  vent u r e s  provided a reasonable rate of return 

is possible, we wish you to understand that implementation 

of t he above bill will discourage us further from 

pa r t i c i p a t i o n  in your State which is already one of 

the h i g h e s t  cost areas available to us.

Yours truly,

TECH CORPORATION LIMITED

J M C : m j b

J. M. Carr, 

Chief Geologist

c.c. J. Knaebel,

Resource Associates of Alaska, Inc.

U S

15  o- cJ /•e~_ I ' L J c

oj~ f/cL-

j'cJ  f o  p r o v i d e .  /"<■> >̂°

f \  \ c * j>  2) '/■*’ C  L - d i ' c o / b z r  i r ^ l  S

j-

p e r  y *sor.

^ i s o - i J r * s . 

f  - 2.1—  -74.



837 S. Nelson St. 

Lakewood, Colo. 80226 

April 14, 1976

Nr. Nels Anderson, J r . , Chairman 

House Resource C o m m i t t e e  

Pouch V

Juneau, Alaska 99801 

Dea r  C h a i r m a n  Anderson:

I u n d e r s t a n d  y o u r  committee held hearings on H B  878, which would 

impose a severance tax o n  income derived from mining. It is almost 

unbelievable that 3uch a tax would be considered when mining is largely 

a potential i n d u s t r y  w h i c h  already faces a tough tax structure on top 

of staggering d e v e l opment and operating costs.

During the past several years, we have considered various mineral 

ventures in A l a s k a  and, i n  some instances, conducted preliminary feasi­

bility studies. T he ventures have bee n  turned down on the basis ox 

unfavorable financial analyses before the tax factors were considered!

We have apparently erroneously assumed that due to the lack of a strong

economic base, the State or Alaska fould probably grant tax concessions ,

as an incentive for a major mineral development. As is the case with J

many companies, we look at Alaska's excellent potential for mineral

deposits from the technical standpoint and then define the targets in

economic terms. This results in limiting ourselves to mineral deposits

with such high u n i t  value that the probability of finding one is too

l ow to justify the hi g h  exploration cost.

Until the St a t e  government and the labor unions recognize that sound 

economic d e v e l opment requires a favorable tax structure plus competitive 

labor costs p er work unit, I 3ee little chance of significant growth in 

Alaska's mineral industry.

V ery truly yours,

TGM:cJ

cc: J. Knaebel

. ( O v S  c u c O f l
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3 230 A i r p o r t  Wa y 

F a i r b a n k s ,  A la s k a

Nels A. And e r so n ,  Jr., C h a i r m a n  

H ouse R es o u r c e  C o m mittee 

P ouch V

Juneau, A l a s k a  

D ear Mr. Anderson:

In r e f e r e n c e  to the r e s o u rc e  c o m m i t t e e  s t u d y i n g  A l a s k a n  taxes on 

the m i n i n g  industry, I w o u l d  very m u c h  a p p r e c i a t e  m a k i n g  the f o l l o w i n g  

points. T h e s e  are m y  own thoughts, buy e v e r y o n e  I talk to feels the 

same w a y a b o u t  e x c e s s i ve  t a x a t i o n  tha t  d e s t r o y s  ou r  a b i l i t y  to w o r k  

and p r o v i d e  jobs fo r  others, as well as, takes away nee d e d  m o n i e s  

for b asic studies.

1.) The p r o p o se d  ne w  bax bill (HB878) on m i n i n g  w h i c h  w o u l d  

r e p l a c e  the A l a s k a  M i n i n g  L i ce n s e  tax should be held in 

c o m m i t t e e  and no t  be p r e s e n t e d  to the legislature. Thi s 

n e w  tax proposal is even m o r e  d e t r i m en t a l  than the M i n i n g  

Licens.j Tax.

2.) T h e  Mi n i n g  L i c en s e  T ax  is e x c e s s i v e  taxation and v e r y  d e t r imental 

to any eventual m i n i n g  in d u s t r y  tha t  can provided n e e d e d  reve n u e 

to the pe o pl e  of Alaska. This a d d e d  tax hinders a ny  m i n e  f r o m  

g oing into p roduction, and a lso stops e xp l o r a t i o n  m o n e y  fro m 

coining into Alaska.

W i t h o u t  e x p l o r a t i o n  money, A l a s k a  will n e v e r  be given the 

c h a n c e  for regional e v a l u a t i o n  o f  lands that are ope n  to 

mineral exploration. W h e n  c o n s i d e r i n g  the q u e s ti o n s  o f  w h i c h  lands 

should be set a s i d e  fo r  parks or reserves, and not ope n  to 

mineral p r o d u c t i o n  or a n y  o t h e r  produc t io n ,  we  do not a c q u i r e  

a ny factual p a r a m e t e r s to m a k e  t h e se  judgments.

3.) Perh a p s  I can il l u s t r a t e  n\y c o n c e r n  by e n v i s i o n i n g  this 

scenario:

T he Bristol Bay fis h e ri e s  r e s o u r c e s  is r e p orted to be 

n e a r l y  in the same c a t e g o r y  as o t h e r  e n d a n g e r e d  species. By 

b a s e l i n e  studies (requ i r i n g  State and Federal funding) d e f i n i t e  

factual param e t er s  need to be a s c e r t a i n e d  in o rd e r  to n o t  a l l o w  

these species to be c om e  extinct.

A panic s i tuation invades the p e op l e  and the state l e g i s l a t u r e  -



w e  m u s t  come up w i t h  t h e s e  c o s t l y  r e s e a rc h  p r o g r a m s 1 E v e r y­

one agrees w e  m u s t  spend this money. Th e  pe o p l e  say, ta x  the 

m i n i n g  and oil i n d us t r y  more! The c o m m i s s i o n  of reve n u e 

reports h a p p i l y  - the m i n i n g  and oil i nd ustry left ten y e a r s  

ago. T h e  people say - w h a t  a b o u t  the A l a s k a  Oil and M i n e r a l s  

p r o d u c i n g  c o m p a n y  w e  r e c e n t l y  fu nd e d  w i t h  3 bill i o n  dollars.

Th e  c o m m i s s i o n e r  says - a l t h o u g h  w e  will " e v e n t u a l ly "  s h o w  a 

p r o f it  w e  are like the U. S. Postal Service, w e  nee d  an e x t r a 

3 bill i o n  this year. A v i s i t i n g  g e o l o g i s t  in his normal 

m a v e r i c k  s tyle says, m a y b e  if y o u  lowe r e d  taxes the oil and 

m i n i n g  p e o p l e  m a y  return. He is ta r r e d  and f e a t h e r e d  and 

sen t bac k  to the lower 48 - w h a t  n e r v e  these o u t s i d e r s  have 

t r y i n g  to run our business! In the m ean time, the last red 

s almon ala Bristol Bay is b e i n g  fried in someones c abin near 

Naknek.

T h e  c o m m i s s i o n e r  says - our  p r o b l e m  is the people, t h e y  w o n ' t  

w o r k  b e c a u s e  they say t h e y  d on ' t  have eno u g h  e n e r y  w i t h o u t  a 

b a l a n c e d  diet. A c o m m i s s i o n  is formed to s tudy the p r o b l e m  

o f  e l i m i n a t i n g  t he s e  u n d er s i r a b i e s.  Before the c o m m i s s i o n  

is thro u g h r e c e i v i n g  testim o n y ,  the p r o o l e m  is e l i m i n a t e d  

by these people d y i n g  o f  starvation.

Fifty y e a r s  later Bristol Ba y  has d e v e l o p e d  a new e c o s y s t e m  - 

red and green a lg a e  f l o u r i s h  and take all a v a i l a b l e  o x y g e n  in the 

wate r s ;  onl y a n a e r o b i c  b a c t e r i a  s ur vives in this s t a g n a n t  mass 

o f  b lack w a t e r  and mud. F ifty m i l l i o n  y ea r s  l ater t hese b lack 

mud s f o r m  oil and gas d e p o s i t s  for future g e n e r a t i o n s  of Martians. 

A br i g h t y o u n g  M a r t i a n  g e o l o g i s t  s t u d y i n g  the a n c i e n t  fossils 

m a k e s  a m a j o r  b r e a k t h r o u g h  - there used to be a p r o lific and 

m a r v e l o u s  fish ca l l e d  the Bristol Bay red salmon! This spec ie s  

is very imp or t a n t  for oil e x p l o r e r s , b e c a u s e onc e  the drill 

e n c o u n t e r s  the red salmon fossil beds, no oil is to be found 

in t hese f o r m e r l y  o x y g e n - r i c h  waters.

T h a n ks  very much for y o u r  c o n s i d e r a t i o n  on this very i m p or t a n t  matter.



April 19, 1976 

R o d n e y  A. B l a k e s t a d  

PO Box 8 0 7 4 7  

C o l l e g e ,  A l a s k a  99701

Nels A. A n d e r s o n  Jr., C h a i r m a n  

H o u s e  R es o u r c e  C o m m i t t e e  

P ouch V

J unea u ,  Al a s ka  

D ear Mr. Anderson:

M a y  I p oint ou t  to y o u  and y o u r  R e s o u r c e  C o m m i t t e e  the resul t s  

o f  a r e c e n t l y  (December, 1975) c o n d u c t e d  poll by o u r  S e n a t o r  

Stev e n s  c o n c e r n i n g  use o f  the F e d e r a l l y  w i t h h e l d  lands u n d e r  

t h e  Na t i v e  Land Claims S e t t l e m e n t  Act. T h e  q u e s t i o n  read:

"Do y o u  favor the m u l t i p l e - u s e  o f  D-2 lands to a l l o w  for

h u n ting, r e c r e a t io n ,  fishing, logging, m i n i n g  and oil and gas 

e x p l o r a t i o n  a c t i v i t i e s ,  r a t h e r  than s in g l e  use of such lands 

f o r  r e c r e a t i o n  and p r e s e r v a t i o n  o f  natural res o u r c e s  only?" A

full 79% of the r e s p o n d i n g  A l a s k a n s  w e r e  in f a v o r  o f  this, 15%

w e r e  against, and 6% undecided.

On the same q u e s t i o n a i r e  was the f o l l o w i ng :  "Do y o u  f a v o r  the

p e r m a n e n t  p r o h i b i t i o n  o f  m i n i n g  in the Mt. M c K i n l e y  and G l a c i e r  

Bay areas?" O f  the r e s p o n d i n g  A l a s k a n  p e o p l e  67% said "no"!

T his at ti t u d e ,  I be l i e v e ,  is very s i g n i f i c a n t  w i t h  r e s p e c t to 

h o w  the pe o p l e  of A l a s k a  feel a b o u t  d e v e l o p m e n t  o f  ou r  state ' s 

natural resources. All t hose in the S t a t e  L e g i s l a t u r e  should 

t ake not e o f  this s t a n d  and be c o g n i z a n c e  of it w h e n  c o n s i d e r i n g  

l e g i s l a t i o n  that bears on the q u e s t i o n  o f  d e v e lopment.

N o w  the reason I a m  w r i t i n g  is to urge y o u  and y o u r  f e l l o w  

c o m m i t t e e m e n  to w o r k  o v e r  the p r o p o s e d  n e w  tax bill (HB878) in 

s uch a m a n o r  that it will not h i n d e r  f u r t h e r  the i n f a n t il e  m i n i n g  

i n d u s t r y  of  Alaska.

As a m i n e r a l s  e x p l o r a t i o n  geol o g is t ,  r e s i d e n t  in A l as k a  fo r  seven 

y e a r s ,  I have an a c c u t e  u n d e r s t a n d i n g  o f  the e c o n o m i c s  fo r large 

s cale m i n e r a l s  d e v e l o p m e nt .  Al a s k a  is on the t h r e s h o l d  o f  b e c o m i n g  

a m a j o r  s u p p l i e r  o f  gr e a t l y  n e e d e d  raw m e t ' I s  to o u r  A m e r i c a n 

industry. We in the i n d u s t r y  have w o r k e d  iard and s pe n t  hundreds 

o f  m i l l i o n s  o f  d o l l a r s try i n g  to lo c a t e  m i n e r a l s  in q u a n i t y  and 

gr a d e s  s u f f i c i e n t  to o v e r c o m e  the e x t r e m e l y  high c o s t  o f  e x­

trac t i o n  a l r e a d y  r e a l i z e d  in Alaska.



T h e r e  is no q u e s t i o n  t h a t  t a x a t i o n  o f  the i n d u s t r y  will add a 

g r e a t  deal to the c o f f e r s  o f  o u r  s t a t e  o v e r  an e x t r e m e l y  long 

p e r i o d  o f  time when, bu t  o n l y  w h e n , the i n d u s t r y  is e s t a b l i s h e d  

a n d  w o rking. This high r i s k  i n d u s t r y  can d e v e l o p  o nl y  if our 

t a x  s y s t e m  is e q u i t a b l e  a n d  s t a b l e  (ple a s e  r ev i e w  the a d v er s e  

a f f e c t  i n e q u i t a b l e  t a x a t i o n  had in the p r o v i n c e  of Brit i s h 

C o l u m b i a  in recent year s ).

H B 8 7 8  s h o u l d  be o v e r h a u l e d  to c o n f o r m  wi t h  the att i tu d e s  o f  the 

m a j o r i t y  o f  A l a s k a n s  as e x p r e s s e d  in the a b o ve  m e n t i o n e d  poll. 

It would” be best if H B 8 7 8  r e m a i n e d  in c o m m i t t e e  and a new bill 

p r o p o s e d  that w o u ld  set f orth a f i r m  t a xa t i o n  f ou n d a t i o n  upon 

w h i c h  the m i n i n g  i n d u s t r y  o f  A l a s k a  can develop.

o
R e s p e c t f u l l y  s u bmitted,



TECK CORPORAT ION L IMITED
1199 W EST HASTINGS STHEET 
VANCOUVEE, B. C. VGE 2K 5

TEL: ( 6 0 4 )  681-1392  
T E L E X : 0 4 - 5 0 7 7 0 9

A p r i l  14, 1976

R e p r e s e n t a t i v e  N e l s  And ers on , Jr.,

Ch airman,

H o u s e  R e s o u r c e  Co mmi t t e e ,

P o u c h  V,

Juneau, A l a s k a

D e a r  Mr. Anderson:

Re: H o u s e  Bi l l  878 (Mining L i c e n s e  T a x )

As a C a n a d i a n  c o m p a n y  p r e p a r e d  to in v e s t  in A l a s k a  

m i n i n g  v e n t u r e s  p r o v i d e d  a r e a s o n a b l e  rate  of re t u r n  

is possible, w e  w i s h  y o u  to u n d e r s t a n d  that i m p l e m e n t a t i o n  

o f  the a bove bi l l  w i l l  d i s c o u r a g e  u s  further from 

p a r t i c i p a t i o n  in y o u r  S t a t e  w h i c h  is a l r e a d y  o n e  of 

the h i g h e s t  c o s t  a r e a s  a v a i l a b l e  to us.

Y o u r s  t r u l y

T E C K  C O R P O R A T I O N  L I M T---

J M C : m j b  y

c.c. J. Knaebel,

R e s o u r c e  A s s o c i a t e s  of Alaska, Inc

J. M. Carr, 

C h i e f  G e o l o g i s t



A J V  CORPORATION

T h e  H o n o r a b l e  NelB A n d e r s o n  
A l a s k a  S ta te  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  " V "  S ta te  C a p i t o l  B u i ld ing  
J u n e a u ,  A l a s k a  99811

A p r i l  14, 1976

D e a r  C o n g r e s s m a n  A n d e r s o n :

I  p a r t i c i p a t e d  i n  the R e s o u r c e  C o m m i t t e e  h e a r i n g s  o n  A p r i l  8 c o n c e r n i n g  
H o u s e  B i l l  878,  the  r e v i s e d  M in ing  L i c e n s e  T a x  B i l l .  I s p o k e  o n  b e h a l f  
o f  t h e  N o r t h w e s t  M in ing  A s s o c i a t i o n  and  p r e s e n t e d  f a c t s  r e l a t i n g  A l a s k a  
S ta t e  t a x a t i o n  to o t h e r  s t a t e  t a x a t i o n s  a n d  the  r e l a t i o n s h i p  o f  t a x a t i o n  on  
m i n i n g  i n c o m e  r e l a t i v e  to o t h e r  i n c o m e s  w i t h i n  the  S ta t e .  I d id  not  
e x p r e s s  m y  p e r s o n a l  s t r o n g l y  h e l d  v ie w s  c o n c e r n i n g  the  i n a d v i s a b i l i t y  
of  p a s s i n g  H B -8 7 8  an d  a m  w r i t i n g  to do so for  the  r e c o r d .

If  the  B i l l  is  i n t e n d e d  to p r o d u c e  t a x  r e v e n u e s ,  i t  is  s e l f  e v i d e n t  th a t  i t s  
o b j e c t i v e  w i l l  n o t  be m e t  b a s e d  u p o n  the  e x p e r i e n c e  w i t h  the  t a x  d u r in g  
the  p a s t  25 y e a r s .  I  c a n  a t t e s t  to the f ac t  t h a t  m a j o r  c o r p o r a t i o n s  w i th  
w h o m  I h a v e  b e e n  in v o lv e d  in  j o i n t  v e n t u r e  u n d e r t a k i n g s  in  A l a s k a n  
e x p l o r a t i o n  h a v e  b e e n  d i s c o u r a g e d  f r o m  p r o c e e d i n g  w i th  A l a s k a n  i n v e s t ­
m e n t s  b a s e d  u p o n  the  f ind ings  o f  f e a s i b i l i t y  a n a l y s e s  w h ic h  show  the  
e f f e c t  of  to t a l  t a x a t i o n  to be g r o s s l y  d i s c o u r a g i n g  to d e v e l o p m e n t  
i n v e s t m e n t s .

It h a s  b e e n  rny e x p e r i e n c e  t h a t  the g e o lo g ic  p o t e n t i a l  fo r  the  d i s c o v e r y  of 
m i n e r a l  d e p o s i t s  h a s  b e e n  the  a t t r a c t i o n  f o r  m i n e r a l  e x p l o r a t i o n  in  
A l a s k a  w i th  the  i n i t i a l  i n v e s t i g a t i o n s  be ing  c a r r i e d  ou t  w i th  l i t t l e  r e g a r d  
fo r  t h e  o v e r - a l l  e c o n o m ic  a s p e c t s  of  p r o f i t a b l y  d e v e lo p in g  a  d i s c o v e r y .
T h e  d i s e n c h a n t m e n t  s e t s  in  w h e n  the  s p e c i f i c s  o f  c o s t ,  inc lu d in g  the  c o s t  
of  t a x a t i o n ,  a r e  a n a ly z e d .

Only  p r i v a t e  i n v e s t m e n t  w i l l  c r e a t e  the  t a x  b a s e  f r o m  w h ic h  t ax  r e v e n u e s  
w i l l  be  d e r i v e d .  T h e  d e t e r r e n t  to i n v e s t m e n t  t h a t  the  p r e s e n t  S ta te  t a x  
p o l i c y  p r e s e n t s  c a n  on ly  p e r p e t u a t e  the  n o n - j o b  c r e a t i n g  n o n - t a x  p r o d u c in g
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s i t u a t i o n  th a t  e x i s t s  in  A l a s k a  m i n in g  tod ay .  I t  i s  m y  s t r o n g  b e l i e f  t h a t  
p a s s a g e  o f  H B -8 7 8  w ould  be  c o u n t e r - p r o d u c t i v e  to the  c r e a t i o n  o f  t a x  
r e v e n u e s  an d  I  u r g e  y o u  to  ho ld  the  B i l l  in  C o m m i t t e e  fo r  the  r e m a i n d e r  
of t h e  c u r r e n t  l e g i s l a t i v e  s e s s i o n .  In so doing ,  t h e  long  s t a n d i n g  M in ing  
L i c e n s e  T a x  S ta tu te  w i l l  r e m a i n  i n  e f f e c t  b u t  t i m e  w o u ld  be  p r o v i d e d  f o r  
an  i n - d e p t h  l oo k  a t  a  t a x  p l a n  th a t  cou ld  a t t r a c t  r a t h e r  t h a n  d i s c o u r a g e  
d e v e l o p m e n t  o f  r e s o u r c e  c r e a t e d  t a x  r e v e n u e s  fo r  the  long t e r m .

W a l l a c e  M c G r e g o r
P r e s i d e n t
A JV  C o r p o r a t i o n

W M cG :pn



'MS P. 0 . Box 1640, Fairbanks, Alaska 99707

AU R O R A A IR  SERVICE, INC.

Ph. (907)452-5422 

(907) 456-5212

April 14, 1976

Representative Nels Anderson, Jr., Chairman 

House Resource Committee 

Pouch V

Juneau, Alaska 99801

Dear Chairman Anderson:

I am writing to express my concern about the apparent trend demonstrated by the 

State of Alaska to place special taxes on mineral resource development, and especially 
to voice my opposition to HB 878.

Nels, I realize that every industry and every business in Alaska must contribute to 

the tax base of the State. Because of the obvious and inherent disadvantages to c o n­

ventional industry in Alaska as compared to other States, we must develop rather 

unconventional industries, and depend on those industries for our economy, and there­

fore our tax base. Timber, fishing, guiding, petroleum and mineral exploration and 

development, tourism, and transportation are all industries which are rather unique 

to Alaska, and should be encouraged in every reasonable way in order for us to develop 

a self sufficient year-round economy capable of supporting Alaskans, and Aluskan needs.

As a small business owner in Alaska, I am rather sensitive to any proposed regulation, 

control, or tax placed on business which may discourage investment in Alaska. We 

have all heard the term "fragile" used in reference to our Alaskan ecology, and I 

believe that applies as well to our economy. I can well assure you that there are 

rclativey few incentives to business as compared to the ever present problems, and 

with most small Alaskan businesses, the year-round expenses tend to decrease the net 

gains made in the short, summer months to a concernable level. For those of us who 

do remain in business despite the obstacles, there is the hope that better times are 

ahead and that a year-round economy will eventually evolve from the seasonal highs 
and lows which we now experience. For this evolution to occur, a favorable business 

climate must be established, for without the investment of "outsido" capital, Alaskan 

industry development will not keep pace with the rising cost of living and job demands.

As you know, a few years ago my company was a small bush flying service which contri­

buted little to the local or State economic base. We flew when and where we could, 

motivated more by the spirit of adventure than any real concern for providing jobs 

for others or becoming an integral part of the Alaskan business community. But business 

is more complicated now. We operate several airplanes, employ several pilots, and have 

committed ourselves to long term obligations which in turn have caused others to look 

toward us for support and security. In order for us to provide this security our year- 

round business volume must remain at a high level.

Since 1971, Aurora Air Service has developed a specialized flight service which is 

designed to support mineral exploration and development activities in Alaska. Because
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we are specialized, the majority of our business is conducted for companies such as 

Kennecott Copper, Anaconda, Resource Associates of Alaska, Placid Oil Company, and 

other mineral related companies. In dealing with these companies, it has become 

obvious that mineral development and petroleum development differ in one major 

respect: the budgets of mineral companies are considerably smaller than those of 

petroleum companies. We have attempted to keep our service prices to a minimum 

level in the hope that our specialized services and reasonable charter and contract 

rates will act as an incentive for these companies to plan more extensive operations in 

Alaska each year. Eventually, we hope that year-round mining operations will develop, 

and our business will be able to maintain a volume level which is necessary for our 

continued growth.

While I do not claim to be an expert in such matters as State economics, I do believe

that the State will benefit from mineral development, if not directly from severance

taxes then certainly from the increased jobs and business provided by service companies 

such as mine. As I said previously, I realize that every industry must contribute a 

fair share towards our tax base. My concern, however, is that through unreasonable greed, 

we may kill the goose before it lays the golden egg and those of us who live and work here 
will die with it.

Your job of establishing a fair mineral tax is a difficult one, and I have no profound 

suggestions for a tax which will make all parties happy. I would suggest, however, 

that all the economic implications of mineral development and mineral taxes be considered 

before a decision is reached, and special incentives be offered which will increase,

rather than decrease Alaskan mineral development.

Sincerely;

Air Service, Inc.

H. Pippin 

ident.

sc
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E. 5603 Third Avenue 
' )} Spokane, Washington 99206

I.

U S B O R A X
A M E M B E R  O F  T H E  R T Z  G R O U P

(509) 534— 9321 April 9 , 1976

Mr. Nels Anderson 
c/o Natural Resources 
Pouch M
Juneau, Alaska 99801 

Dear Nels:

Thank you very much for allowing me to attend your re­
source committee meeting on April 8, 1976 (Thursday).
As you probably know, U.S. Borax has been quite active­
ly exploring for minerals in Alaska, and has recently 
made a formal nev/s release in the Ketchikan area of a 
new molybdenum prospect discovery. Because of our ex­
ploration efforts and success, the political and tax 
environments of Alaska are extremely important.

I feel that one of the main thoughts that should have 
been left with the committee was that no significant 
mining presently exists in Alaska at the p r e s e n t , and 
why? Consider the following facts:

1. Alaska is large and mineral rich.
2. Cost of doing anything in Alaska is high.
3. Taxes on the mining industry are higher 

than in any other state.

In review, the high taxes for mining in Alaska are as 
follows:

a. 48# United States corporate tax
b. 9.4# Alaska corporate tax
c. 7# Alaska mining license tax

This is the highest rate of taxation for any state in 
the United States. It will certainly be a miracle if 
any company can bring into production a major mine con­
sidering the above tax handicaps.

For the record, U.S. Borax does not subscribe to the con­
tinuation of the mining license tax (Bill 878) as did

U N I T E D  S T A T E S  B O R A X  A C H E M I C A L  C O R P O R A T I O N  • 3 0 7 3  W I L 8 H I R E  B O U L E V A R D  • L O S  A N G E L E S .  C A L I F O R N I A  9 0 0 1 0  • ( 2 1 3 )  301-3311

M A I L  A D D R E S S :  P. O.  B O X  7 3 1 2 0 .  S A N F O R D  S T A T I O N .  L O S  A N G E L E S .  C A L I F O R N I A  9 0 0 7 3



several at your h e a r i n g . This mining license tax alone 
may not thwart the start up of any major producer, but 
added to a presently existing unfavorable economic situa­
tion, may continue to kill the goose that could lay 
Alaskan corporate taxation dollars, and lose badly needed 
jobs in rural areas.

Thanks for your time.

Yours truly,

Northwest Regional Manager

JES/cl
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California Address: 
October-May 

1093 No. Greengrove St. 
Orange, California 92667 

714-532-3943

Mr. (Mels Anderson, Chairman 

House R e s o u r c e s  Committee 

Alaska State Capital 
Juneau, Alaska

Dear Nels:

I have not had the pleasure of m e eting you but I learned recently a hearing 
will be held in Juneau on April 8 regarding a tax on the mining industry.

The politicians representing the people of Alaska must start thinking in terms 
of developing the mining i n d u e -' / of Alaska and not killing it entirely by
the burden of taxes on ore ye- to be proben profitably and produced.

With the present problems of m e eting the demads of the EPA, Fish and Game,
Osha, Mesa, inflation, inefficiency of man hour production, high labor 
costs, short m i ning season and others I wont mention, it is time: that the 
politicians realize what is h a ppening to Alaska and its future.

We have h a d  a windfall because of the oil strikes in the Prudhoe Bay area and 
the gigantic pipeline construction pxgram. As-, a mining consultant traveling 
over many parts of the world in mining, I have seen the boom and then the luall. 
Alaska needs continuous development and lots of new capital to develop with.
The fear of higher taxes on minerals before they are produced or developed 
only turns new capital away from Alaska.

I have lived at Flat, Alaska all my life and haye worked and travled in many 
other parts of A l aska over the past 50 years in gold mining. I have been trying 
to get an ore deposit at Flat investigated and hopefully into production on 
a fairly large scale. My work started in 196A toward this goal and now I find 

the actions of our politicians has developed a stalemate situation and the 
company involved is waiting it out and only doing assosment work. Thie is 
not gdilj for A l a s k a  or Alaskans. I have found the same to be true with many 
other companies who once had eyes on Alaska but now have turned away.

I urge you to try and influence your committee to consider legillatlon that
will once again open the doors in A iank B f0r new and large amounts of capital. 

E xploration is what we need which means enployment. Exploration and evaluation 
will not commence if that dollar for exploration is going to be sliced into 
taxes before work begins or otherwise burdened by penalties.

I am opposed to any form of new taxes on the mining industry at this time

and urge you to concentrate efforts toward a more active exploration and 
mining program. H

^ith kind regards to you,
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SI N C E R E L Y ,

H A R O L D  L. R E A D E  
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J U N E A U

D E A R  C H A  I R M A N  A N D E R S O N :

HB 8 7 8  R E V  I SI NG T HE Ml Nl NG L I CE NSE T A X  IS O F  G R E A T  C O N C E R  N T O  U S .

T H E  C O N S E Q U E N C E S  O F  T H E  B I L L  M A Y  H A V E  A N E G A T I V E  E F F E C T  O N  T H E

D E V E L O P M E N T  O F  T H E  M I N I N G  I N D U S T R Y  S O  V I T A L L Y  N E E D E D  H E R E  I N  A L A S K A .
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T H E  A L A S K A  M I N E R S  A S S O C I A T I O N  T O  E V A L U A T E  P O S I T I V E  A P P R O A C H E S
*

T O  M I N I N G  A C T I V I T Y  IN A L A S K A .  I T E M S  O F  S T U D Y  S H O U L D  I N C L U D E  

R E D U C T I O N  O F  T A X  R A T E  . P E R M I T  C A R R Y  F R O W A R D  O F  NET O P E R A T I N G  L O S S E S  

A N D  P E R M I T  D E D U C T I O N  O F  F E D E R A L  T A X E S  B E F O R E  C O M P U T I N G  A L A S K A  T A X  

B A S E  .

A T A X  I N C E N T I V E  T O  T H E  M I N I N G  I N D U S T R Y  C A N  G E N E R A T E  A L A R G E  T A X  

B A S E  IN A C O M M U N I T Y  S U C H  A S  N O M E  W I T H  T H E  M U L T I T U D E  O F  T A X E S  NOW 

O N  T H E  B O O K S . T H I S  R I P P L E  E F F E C T  W I L L  P R O V I D E  J O B S  A N D  R E D U C E  O U R  

D E P E N D E N C E  O N  F E D E R A L  A N D  S T A T E  H A N D O U T S .

R E S P E C T F U L L Y  S U B M  IT T E D  ,E . T . HU NTE R  ,MA N A G E R  A L A S K A  G O L D  C O M P A N Y  

N O M E  . A L A S K A
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UR A Nl U M .
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C E N T  W O U L D  H A V E  HAD A O  E F F E C T  O N  T H E I R  D E C I S I O N  A S  T O  W H E T H E R  OR 

NOT T H E  P R O P E R T Y  W A S  E C O N O M I C  A T  T H I S  T I M E .
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PLUM BIN G H EA TIN G SH EE T METAL

C. R. L E W I S  CO.
I n c o r p o r a t e d  

1500 POST ROAD •  TELEPH O N E 272-4541 

ANCHORAGE, ALA SKA  89501

April 7» 1976

The Honorable Nels Anderson, Chairman 
House Resources Committee 
State Capitol 
J uiieau, Alaska

Subject: House Bill 878

Dear Nels:

You have this Bill in Committee, as I understand it, and will be 
holding hearings shortly. I do not know if I can get to Juneau 
for the hearings, but wish to express my strong opposition to House 
Bill 878. This appears to work out as basically an income tax 
of seven percent added to other taxes that the mining industry pays. 
It is a special burden against one industry, mining, whose costs 
are already exorbitant and more than the irdustry will bear.

There appears to be a strong anti-business bias on the part of 
many in the Administration, and we as citizens and tax payers muBt 
look to the Legislature to represent us, which is the way it 
should be anyway.

In any event, Nels, let me ask you to oppose this Bill as strongly 
as possible, and assure you that my request reflects the wishes 
of practically the entire Alaskan business coinmunity, whether 
mining or otherwise, and also, a predominant majority of the 
working peor1.e.

I will appi^oiate being informed on the status of the Bill and 
the action which you and your Committee take.

Clyde R. Lewis

CRL: jf
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P M S  R E P  NEL S A N D E R  S O N

1
J U N  

G E N T L E M E N :

I U R G E  Y O U  T O  R E S I S T  T H E  C U R R E N T  E F F O R T S  T O  F I N D  A L L  S O R T S  O F  

N E W  M E T H O D S  T O  T A X  T H E  M I N I N G  I N D U S T R Y  I N  A L A S K A  W I T H O U T  F I R S T  

D E T E R M I N I N G  W H A T  O T H E R  A R E A S  O F  T H E  E C O N O M Y  A R E  S I G N I F I C A N T L Y  

H U R T  B Y  T H E  I M P O S I T I O N  O F  S U C H  N E W  T A X E S .

A C A S E  IN P O I N T  W O U L D  BE T H E  A I R  T R A N S P O R T A T I O N  B U S I N E S S  IN  A L A S K A  

A N D S  S P E C I F I C A L L Y  M Y  C O M P A N Y .

W E  H A V E  H I S T O R I C A L L Y  C O N T R A C T E D  O U R  S M A L L  T ’R E E  P L A C E  R E C I P R O ­

C A T I N G  P O W E R D  H E L I C O P T E R S  T O  U S E R S  T H A T  A R E  T Y P I F I E D  B Y  T H E  

S M A L L  P R O S P E C T O R  OR C O N S U L T I N G  G E O L O G Y  F I R M S  O F  A L A S K A .

T H E S E  F I R M S  OR I N D I V I D U A L S  N O R M A L L Y  H A V E  V E R Y  L E A N  B U D G E T S  A N D  

I N C R E A S E S  I N  T H E I R  C O S T  A R E  Q U I T E  O F T E N  M A O E  V I S I B L E  B Y  E I T H E R  

C U R T A I L I N G  OR C A N C E L L I N G  E X P L O R A T I O N  P R O G R A M S .



T H E S E  F I R M S  OR I N D I V I D U A L S  N O R M A L L Y  H A V E  V E R Y  L E A N  B U D G E T S  A N D  

I N C R E A S E S  I N  T H E I R  C O S T  A R E  Q U I T E  O F T E N  M A D E  V I S I B L E  B Y  E I T H E R  

C U R T A I L I N G  OR C A N C E L L I N G  E X P L O R A T I O N  P R O G R A M S .

L A S T  Y E A R  T H I S  C O M P A N Y  HAD T W O  T H R E E - M O N T H  P R O G R A M S  C A N C E L L E D  B Y  

E X P L O R A T I O N  G E O L O G I S T S  B E C A U S E  O F  T H E  U N C E R T A I N T Y  O F  T H E  C O N T I N U E O  

V I A B I L I T Y  O F  T H E  P R O G R A M S  T H E Y  W E R E  W O R K I N G  O N  D U E  T O  NEW  T A X A T I O N  

M E T  HOD S.

M Y  P O I N T  IS T H A T  T H E  S T A T E  L O S T  T W I C E . I T  NOT O N L Y  L O S T  B Y  NOT B E I N G  

A B L E  T O  F A I R L Y  T A X  A M I N I N G  P R O G R A M  T H A T  M I G H T  H A V E  B E E N  T H E  

R E S U L T  O F  T H E  S U R F A C E  G E O L O G I C A L  E X P L O R A T I O N S  T H A T  W E R E  N E V E R  C A R R I E D  

O U T ,  IT L O S T  B E C A U S E  W E  D I D  N O T  P A Y  A N  I N C R E A S E D  A M O U N T  O F  G R O S S  

R E C E I P T S  T A X ,  C O R P O R A T E  I N C O M E  T A X ,  E T C . ,  E T C . B E C A U S E  W E  D ID N,T  

H A V E  A J O B .

P L E A S E  R E C O G N I Z E  T H A T  D I R E C T  T A X A T I O N  O F  A N Y  O N E  S E G M E N T  O F  T H E  

C O N T R I B U T O R S  T O  T H E  E C O N O M Y  O F  O U R  S T A T E  D O E S  I N  F A C T  I M P A C T  

O T H E R  S E G M E N T S  O F  T H E  E C O N O M Y ,  A N D  D O E S  S O  R A P I D L Y .

Y O U R  S V E R  Y T R U L  Y

C .  R . G A L L A G H E R  - P R E S I D E  NT 

E V E R G R E E N  H E L I C O P T E R S  O F  A L A S K A ,  I N C .

P. 0 .  B O X  5 7 8  

A N C H O R A G E , A K .  9 9 5 1 0
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V I P M A F U B  A HG 

1- 0 1 1 1 4  1C 0 9 6  0 4 / 0 5 / 7 6  

T L X  R A A  FBK 
31 F A I R B A N K S  A L A S K A  4 - 5 - 7 6  - 

P M S  N E L S  A N D E R S O N ,  J R  C H A I R M A N

* 1031
H O U S E  R E S O U R C E  C O M M I T T E E  

P O U C H  V 

J U N E A U  A L A S K A

R E P R E S E N T A T I V E  N E L S  A N D E R  S O  N , J R  , C H A I R M A N  

H O U S E  R E S O U R C E  C O M M I T T E E  

P O U C H  V ; v

J U N E A U  A L A S K A

D E A R  C H A  I R M A  N A N D R E  S O N :
. ' •V'.rS

IN R E S P O N S E  T O  Y O U R  N O T I C E  R E G A R D I N G  H E A R I N G S  O N  HB 8 7 8  T O  BE 

H E L D  I N  J U N E A U  O N  A P R I L  8 I H E R E W I T H  S U B M I T  T H E  F O L L O W I N G  

T E S T I M O N Y  I N  L I E U  O F  P E R S O N A L  A P P E A R A N C E  B E C A U S E  O F  P R E V I O U S L Y  

S C H E D U L E D  D E N T A L  S U R G E R Y .  Y O U R  C O M M I T T E E S  C O N S I D E R A T I O N  O F  T H I S  

T E S T I M O N Y  IS  G R E A T L Y  A P P R E C I A T E D .
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HB 8 7 3  F U N C T I O N S  A S  A S E V E R A N C E  T A X  A T  T H E  R A T E  O F  A B O U T  S E V E N  

P E R C E N T  O F  I N C O M E  F R O M  M I N I N G  O P E R A T I O N S .  IT IS I M P O S E O  O N  T O P  

O F  F E D E R A L  A MD S T A T E  I N C O M E  T A X E S ,  P R O P E R T Y  T A X E S ,  S A L E S  T A X E S ,  

E T C .  I N C O M B I  N A T  I O N  W I T H  E X I S T I  NG S T A T E  I N C O M E  T A X E S  IT R E S U L T S  

I N  W H A T  M A Y  B E  T H E  H I G H E S T  P A T E  O F  S T A T E  T A X A T I O N  O N  MI Nl NG I N  

T H E  U . S M .

M Y  T E S T I M O N Y  I S  B A S E D  U P O N  T H E  F O L L O W I N G  A S S U M P T I O N S .  T O  

T H E  E X T E N T  T H A T  T H E S E  A S S U M P T I O N S  M I G H T  N O T  B E  C O R R E C T ,  T H I S  

T E S T I M O N Y  W O U L D  N O T  H A V E  A P P L I C A T I O N .

1. T H A T  A L A S K A N S  D E S I R E  T O  B E  A F R E E  P E O P L E .

2 .  T H A T  A L A S K A N S  D E S I R E  T O  B E  A S  N E A R L Y  S E L F  S U F F I C I E N T  

A S  T H E I R  R E S O U R C E S  W I L L  A L L O W .

3 .  T H A T  A L A S K A N S  P R E F E R  N O T  T O  C A L L  F O R  F E D E R A L  H A O D O U T S

W IT H  T HE IR A T T E N D A N T  B U R E A U C R A T I C  C O N T R O L S  OR O U T R I G H T  C O E R C I O N .

4 .  T H A T  K N O W L E D G E A B L E  A L A S K A N S  R E C O G N I Z E  T H A T  I N  M O S T  O F  

T H E  S T A T E ,  P A R T I C U L A R L Y  N O R T H  O F  T H E  A L A S K A  R A N G E ,  T H E R E  I S  V E R Y  

L I T T L E  B A S I S  F O R  S I G N I F I C A N T  E C O  N O M  I C D E V E L O  P M E  NT O T  H E R  T H A N  T H E

' 'v
U R E . H A R D  . V , :C O S l S ,  L A C K  O F  T R A N S P O R T A T I O N  A M3 L A C K  O F  I N F R A S T R U C T  

R O C K  M I N E R A L  D E P O S I T S  I N  M O S T  A R E A S  O F  A L A S K A  M U S T  B E  T W O  OR 

T H R E E  T I M E S  M O R E  V A L U A B L E  T H A N  I N  C O N T I  NR N T A L  U . S .  I N  O R D E R  T O  ;

B E  C O M M E R C I A L  , A ND T H A T  T H E S E  E X C E P T I O N A L  D E P O S I T S  A R E  V E Y  0• ' * *

A N D  V E R  Y E X P E N S I V E  T O  FI ND .

6. T H A T  K N O W L E D G E A B L E  A L A S K A N S  R E A L I Z E  T H A T  S I N C E  . H E  L A S T  

S I G N I F I C A N T  M I N I N G  O P E R A T I O N  I N  A L A S K A  C L O S E D  I N  1 9 3 8  , M O R E  T H A N  

125  M I L L I O N  D O L L A R S  H A S  B E E N  E X P E N D E D  I N  H A R D  R O C K  E X P L O R A T I O N  

W I T H O U T  M A K I N G  A D I S C O V E R Y  P R O V E N  T O  B E  C O M M E R C I A L  U N D E R  C U R R E N T  

C O N O  

S U R
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7 .  T H A T  T H E  M I N I N G  I N D U S T R Y  W I L L  B E A R  T H E  C O S T S  O F  D E V E L  O P M E  NT 

O F  T R A  N S P O R T A T  I O N  A NO I N F R A S T R U C T U R E  T O  T H E  E X T E N T  T H E S E  M A Y  NOT 

E X I S T  A T  T H E  T I M E  O F  A N Y  F U T U R E  D E C I S I O N  T O  P R O D U C E .

8. T H A T  K N O W L E D G E A B L E  A L A S K A N S  R E C O G N I Z E  T H E  S E V E R E  P R O B L E M S  

O F  C A P I T A L  S H O R T A G E  A N D  C A P I T A L  F O R M A T I O N  F A C E D  B Y  T H E  U . S . ,

A N D  T H A T  U N L E S S  T A X E S  A R E  R E V I S E D  T O  A L L O W  F A S T E R  G E N E R A T I O N  O F  

P R I V A T E  C A P I T A L ,  T H E  C A P I T A L  N E E D S  O F  U . S .  I N O U S T R Y W I  W I L L  

E X C E E D  T H E  S U P P L Y  B Y  I NCR E A S I NFG M A R G I N S  , W I T H  S E R I O U S  C O N S E Q U E N C E S  

U P O N  T H E  A B I L I T Y  O F  U . S .  I ND U S T R  Y T O  P R O D U C E  T H E  N E E D S  O K  I T S  

C I T I Z E N S .  R E F E R E N C E  I S  M A D E  T O  T H E  C U R R E N T  P L I G H T  O F  T H E  S T E E L ,  

R A I L R O A D ,  A N D  M I N I N G  I ND U S R  I E S A M O  NG O T H E R S .

9 .  T H A T  A L A S K A N S  A R E  C O N C E R N E D  A B O U T  T H E  B U R G E O N O N G  B U R E A U C R A C Y  

A N D  M I N D  B O G G L I N G  W A S T E  T H E Y  S E E  I N  T H E  E X P E N D I T U R E  O F  T H E I R  T A X  

D O L L A R S .

1 0 .  T H A T  A L A S K A N S  U N D E R S T A N D  T H A T  M E T A L  P R I C E S  A R E  S E T  B Y  

1 HE W O R L D  M A R K E T ,  A N D  T H A T  B E C A U S E  O F  T H I S ,  M I N E  O P E R A T O R S  

C A N N O T  P A S S  0 N T HE C O S T  O F  T A X E S .

11.:, T H A T  A L A S K A  , C O M P E T E S  W I T H  T H E  R E S T  O F  T H E  W O R L D  A S  A

w j  . ■ ■ ■■■:, ■ • '
P L A C E  T O  S P E W )  E X P L  OR A T  I 0 N D O L L  A R  S , A ND T H A T  P O L I T I C A L  S T A B I L I T Y  

A W )  I N V E S T M E N T  C L I M A T E  A R E  C R I T I C A L  F A C T O R S  I N  M A N A G E M E N T  D E C I S I O N S
, : . ».m V Vz"}

A B O U T  W H E R E  T O  S P E W )  E X P L O R A T I O N  D O L L A R S .  C U R R E N T  P R O B L E M S  O F  

L A W )  S T A T U S ,  T A X  L E G I S L A T I O N ,  A W )  G O V E R N M E N T  R E G U L A T I O N  A R E  

C A S T I N G  A C L O U D  O V E R  A L A S K A S  E X P L O R A T I O N  P O T E N T I A L .

1 2 .  T H A T  A L A S K A N S  W A N T  J O B S  FOR  T H E M S E L V E S  A W )  FOR T H E I R

c :l d r e n .

1 3 .  T H A T  A L A S K A N S  U N D E R S T A N D  T H A T  J O B S  C O M E  F R O M  I N ) U S T R Y ,

I N3 U S T R  Y R E S U L T S  F R O M  I N V E S T M E N T ,  A N D  I N V E S T M E N T  R E Q U I R E S  A R E T U R N  

C O M M E N S U R A T E  W I T H  I T S  R I S K .
I V % J  ;f.
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B A S E D  U P O M  T H E  F O R E G O I N G  A S S U M P T I O N S ,  T H E  I S S U E S  E V O K E D  B Y  

HB 8 7 8 ,  A S  B Y  A N Y  S P E C I A L  T A X  O N  M I N I N G ,  I N C L U D I N G  T H E  E X I S T I N G  

O N E  T O  B E  R E P L A C E D  B Y  H8 8 7 8  , A R E  M O R E  T H A N  S I M P L E  T A X  I S S U E S .

T H E  I S S U E S  A R E  J O B S  F O R  O U R S E L V E S  A N D  O U R  C H I L D R E N ,  T H E  S U R V I V A L  

O F  A F R E E  E N T E R P R I S E  E C O N O M Y ,  A ND T H E  P R E S E R V A T I O N  O F  I N D I V I D U A L  

L I B E R T Y .

T H E  S E V E R A N C E  T A X  P R O P O S E D  B Y  HB 8 7 8  , A S  A L S O  T H E

P R E S E N T  M I N I N G  L I C E N S E  T A X ,  T E N D S  T O  P R E V E N T  T H E  C R E A T I O N  O F  J O B S ,

T H E  D E V E L O P M E N T  O F  E N T E R P R I S E ,  T H E  P R I D E  O F  S E L F  S U F F I C I E N C Y ,

A M O  T H E  P R E S E R V A T I O N  O F  I I'D IV I D U A L  L I B E R T Y .  IT I M P E D E S  T H E S E  

T H I N G S  B E C A U S E  IT D I S C O U R A G E S  E X P L O R A T I O N ,  W H I C H  M U S T  P R E C E D E  

T H E  D E V E L O P M E N T  O F  A M I N I N G  I W J U S T R Y .  W I T H O U T  I N D U S T R Y  T H E R E  

A R E  NO  J O B S ,  A N D  W I T H O U T  J O B S  A L A S K A N S  A R E  R E D U C E D  T O  A K I N D  O F  

P A R A S I T I C  S E R V I T U D E  A T  T H E  M E R C Y  O F  T H E  F E D E R A L  P O R K  B A R R E L .

'

I N C O N C E P T  , I S :

T H E  Q U E S T I O N  P O S E D  B Y  HB 8 7 8  A NO B Y  T H E  C O N T I N U E D  E X I S T A N C E  .,

' V :r - y
O F  T H E  P R E S E N T  M I N I N G  L I C E N S E  T A X  W H I S H  I S  A L S O  A S E V E R A N C E  T A X v v .

D O  A L A S K A N S  W A N T  A M I N I N G  I ND U S T R  Y 7

W E  H A V E  N O T  H A D  A H A R O  R O C K  M I N E ,  M U C H  L E S S  A N  I N D U S T R Y ,  F OR

A L M O S T  F O R T Y  Y E A R S .  P E R H A P S  IT M I G H T  O C C U R  T O  T H E  P U B L I C  A N D
• • *

T H E  L E G I S L A T U R E  T H A T  A C O M B I N E D  R A E  O F  C O R P O R A T E  I N C O M E  T A X
: ;,v-w  v . - .—S.' . •' .... , ... .?«*»••" * ■ j i . ■ .in*. ,

A N D  S P E C I A L  M l  Nl NG T A X  O F  P R O B A B L Y  T H E  H I G H E S T  I N T HE N A T  I 

I S  A M A J O R  C O N T R  I B U T  I NG F A C T O R  T O  A L  M I S S I N G  M I N I N G  I N O U S T R Y

. .; /. . . • ",' ■'/, j;v. • .• . vt^F'*-  ' •' v - . . . .  v . • v-
• .



S E V E R A N C E  T A X E S  I M P O S E D  O N  M I N I N G  D I S C O U R A G E  E X P L O R A T I O N  

I N V E S T M E N T ,  T H E R E B Y  C A U S I N G  AL O S S  O F  E M P L O Y M E N T .  T H E  C O N T I N U E D  

N O N  D E V E L O P M E N T  Or A T A X  B A S E  T H U S  A C T U A L L Y  C A U S E S  A L O S S  O F  

R E V E N U E  T O  T H E  S T A T E  C O M P A R E D  T O  W H A T  C O U L D  H A V E  B E E  N R E A L  IZE SD 

F R O M  R E G U L A R  C O R P O R A T E  I N C O M E  T A X E S  O N  A N  I N D U S T R Y  T H A T  M I G H T  

G R O W  I N  T H E  A B S E N C E  O F  A S E V E R A N C E  T A X .

O N E  M U S T  H A V E  I N C O M E  B E F O R E  T H E R E  IS A N Y T H I N G  T O  T A X . I F  

T h E  P E O P L E  O F  A L A S K A  W A N T  I N C O M E  F R O M  M I N I N G ,  T H E N  IT W I L L  P R O V E  

U S E F U L  T O  H A V E  A M I N E .

IF A L A S K A N S  W A N T  J O B S  T H E Y  W I L L  N E E D  M I N I N G .  IF A L A S K A N S
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M O S T  A L A S K A N S  W O U L D  L I K E  T O  B U I L D  S O M E T H I N G  O F  V A L U E  A N D  W O U L D  

L I K E  T O  B E  A F R E E  A ND S E L F  S U P P O R T I N G  P E O P L E ,  N O T  L I V I N G  O F F  
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1- 02 3 9 1 5 C  0 8 5  0 3 / 2 5 / 7 6  

T L X  R A A  F B K  

01 F A I R B A N K S  A L A S K A  3 - 2 5 - 7 6  

P M S  N E L S  A W E R S O N ,  C H A I R M A N

7 ^
H O U S E  R E S O U R C E S  CTTm M  I T TE 

P O U C H  V

J U N E A U  , A L A S K A

7053

I W I L L  A P P R E C I A T E  B E I N G  N O T I F I E D  O F  T H E  H E A R I N G  S C H E D U L E  FOR T H E  

M I N I N G  L I C E N S E  T A X  L E G I S L A T I O N  W I T H  T H E  H O P E  T H A T  I M I G H T  B E  A B L E  

T O  T E S T I F Y .

J E F F  K N A E B E L  , R E S O U R C E  A S S O C I A T E S  O F  A L A S K A  

3 2 3  0 A IR P O R T  W A Y

FA IR BA N K S  , A L A S K A  

P H  A 79 62 3 1

J E F F  K N A E B E L  

T L X  0 9 0 3 5 A 0 2

1 5 5 1  E S T
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iiCA ALASKA COMMUNICATIONS, INC. 1375 APR 5 m  10 35 
PHONE: 586-6440 

JUNEAU, ALASKA 99301
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1- 0 1 1 1 4  1C 0 9 6  04 / 0 5 / 7 6  

T L X  R A A F B K  

01 F A I R B A N K S  A L A S K A  4 - 5 - 7 6  

P M S  N E L S  A N D E R S O N ,  J R  C H A I R M A N* 1031
H O U S E  R E S O U R C E  C O M M I T T E E  

P O U C H  V 

J U N E A U  A L A S K A

R E P R E S E N T A T I V E  N E L S  A N D E R S O N ,  J R  , C H A I R M A N  

H O U S E  R E S O U R C E  C O M M I T T E E  

P O U C H  V 

J U N E A U  A L A S K A

D E A R  C H A  I R M A  N \ NDR E S O  N :
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IN R E S P O N S E  T O  Y O U R  N O T I C E  R E G A R D I N G  H E A R I N G S  O N  HB 8 7 8  T O  B E  

H E L D  IN J U N E A U  O N  A P R I L  8 I H E R E W I T H  S U B M I T  T H E  F O L L O W I N G  

T E S T I M O N Y  IN  L I E U  O F  P E R S O N A L  A P P E A R A N C E  B E C A U S E  O F  P R E V I O U S L Y  

S C H E D U L E D  D E N T A L  S U R G E R Y .  Y O U R  C O M M I T T E E S  C O N S I D E R A T I O N  O F  T H I S  

T E S T I M O N Y  IS G R E A T L Y  A P P R E C I A T E D .


