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RECOMMENDATIONS

Cook Inlet Trade

After its consideration of the major issues and aspects of the proposed
settlement, Commissioner James Hurley moved and Commissioner Celia

Hunter seconded "That this Commission recommend to the Joint Resources
Committee of the Alaska Legislature that appropriate legislation be
passed authorizing the Cook Inlet settlement under the terms and
conditions of P.L. 94-204." The motion carried unanimously, with

Federal Co-Chairman Burton W. Silcock, Acting State Co-Chairman George W.
Roger, and Commissioners James J. Hurley, Celia M. Hunter, Phil R.
Holdsworth, Joseph H. FitzGerald, John W. Schaeffer, and Richard A.
Cooley voting "aye"

The recommendation made, the Commission proceeded to address guidelines
for future land exchanges. Summarized below are tentative general
guidelines accepted by the Commission.

Future Land Trades

It has become increasingly apparent that a series of trades and exchanges
will be necessary to adjust land ownership patterns established by the
Statehood Act to enable sound land use planning and management by all
involved. Both the Commission and members of the State Legislature have
recognized the necessity for legislation which would guide and facilitate
the exchange process. With clearer ground rules, much of the complexity
and difficulties experienced in the Cook Inlet land trade could be
reduced.

The Cook Inlet experience offers an excellent test case which should be
carefully studied in developing guidelines for future land trades. The
basic elements for such exchange legislation, as suggested by the Cook
Inlet experience, are as follows:

1. Land trades should further the establishment of land ownership
patterns that will enable planning and management to foster the
wise use and disposition of land and land resources.

2. Land trades should result in an equitable exchange of values
between the parties involved. In determining equity, 1intangible
values such as sound land use and management as well as social and
economic benefits should be included.

3. Trade procedures should include consultation with affected local
governments and relevant State and Federal agencies, as well as a
specific program for public consultation.

The Commission plans to analyze the Cook Inlet trade process in detail,
as well as to review land trade and exchange procedures utilized else—
where. On this basis, the Commission will make recommendations for
legislation that would establish guidelines for future land exchange.



Federal-State
Land Use Planning Commission
For Alaska

733 W. FOURTH AVKNUK, SUITS 400
ANCIIORAOK, ALASKA 00501

March 7, 1976

Honorable Kay Poland
Chairman

Senate Resources Committee
State of Alaska

Pouch V

Juneau, Alaska 99811

Dear Senator Poland:

Enclosed 1is the report containing the determinations of the Joint
Federal-State Land Use Planning Commission on the Cook Inlet land
settlement. Time did not allow for mass reproduction of the report

for distribution to each member of the Legislature.

Two copies of the background materials are also enclosed for use by
members of the Legislature.

We appreciate the information furnished by the Joint Resources
Committee for the Commission®s use in considering the matter.

Sincerely,

Burton W. Silcock
Federal Co-Chairman

BWS:go
Enclosures (2)
1. A Report To The Senate And House Of Representatives Resources Committees

Of The Alaska State Legislature On The Proposed Cook Inlet Land Trade.

2. Backup materials.
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A REFORT TO THE SENATE AND HOUSE OF REPRESENTATIVES
RESOURCES COMMITTEES OF THE ALASKA STATE LEGISLATURE
ON THE PROPOSED COOK INLET LAND TRADE

This report is a summary of the primary considerations under —
lying the recommendation of the Commission on the proposed Cook
Inlet Land Trade. It is submitted in response to a request for
Commission review and recommendation made on February 11, 1976
by the Resources Committees of the Alaska State House of
Representatives and Senate and by the President of the Senate,
Senator Chancy Croft, on February 17, 1976.

The Commission®"s recommendation 1is:

That appropriate legislation be passed authorizing the
Cook Inlet Settlement under the terms and conditions of
P.L. 94-204.
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SYNOPSIS OF PROPOSED LAND TRADE

Section 12 of Public Law 94-204, passed by Congress on January 2, 1976,
together v/ith an agreement entered into December 10, 1975, by representa—

tives of the Department ofthe Interior, CooklInlet Region, Inc., and
the State of Alaska, which is incorporated by reference in the Act, sets
out the terms and conditions of the Cook Inlet Land Trade. The major

elements of this complex trade arc:

Agreement by Cook Inlet Region to shift more than half of 1its
statutory entitlement under ANCSA away from the Cook Inlet
area and, with the consent of other regions and villages, into
adjacent regions.

Conveyance by the Federal government of approximately 50 town—
ships of land to the State of Alaska above the entitlement
provided in the Alaska Statehood Act, as well as key tracts
such as Campbell Airstrip, Campbell Point, Point Woronnof, and
Goose Lake 1in the Anchorage bowl in exchange for approximately
20.5 townships of State land to be conveyed to the United
States for the benefit of the Cook Inlet Region and certain of
its village corporations. This results in an increase of

total State land selections of approximately 30 townships.

Conveyance by the Federal government of approximately 10,000
acres in fee and 220,000 acres of subsurface rights outside of
known producing oil fields in the Kenai National Moose Range
and certain other lands to Cook Inlet Region, 1Inc., 1in addition
to the lands received from the State. The lands received by
Cook Inlet are in complete sa " "~_ction of its entitlement
under Section 12(c) and Section 14(h)(3) of ANCSA.

A map illustrating the current land status of the region and one delineating

the lands proposed for exchange with an accompanying chart of the sixe

of the tracts are on the following pages. Full details of the settlement
may be found in the agreement which is reproduced in House Report 94-729,
dated December 15, 1975.

State ratification of the endorsement requires legislative concurrence
no later than sixty days after the convening of the second session of
the Ninth Alaska State Legislature, or by March 12, 1976.
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Map
No.

10
11
12

13

14
15
16
17
18
19
20
21

22

Area Name

Nushagak-Chulitna

Tutna Lake
Koksctna
Lake Clark
Tuxedni
Kamishak Bay

Kenai

Tustumena
Moose Range

Moose Range

Nikolai )
)

Beluga )

Alexander

Knik-Willow

Point Mackenzie
Campbell Tract
Chlckaloon
Matanuska Glacier
Sheep Creek
Kashwitna
Talkeetna River

Susitna-Chunilna

PROPOSED COOK

Approx.
Area Size

in Twnshps.

19

28

13

25

16

12

10

36

INLET LAND EXCHANGE

Approx. Number of Townships
to be Selected, and Notes

23-27 - depends on village lands relinquished
in Lake Clark. Additional from d-2.

7%
See No. 22

All village selections to U.S.

.5 - plus road and port easement.
13*

5 - scattered sites from State land, subject
to State guidance.

3.6 to 9..6 - varies with other selections.
Subsurface oil, gas, and coal only.
Excludes existing production.

13.5 - excludes Beluga and Nikolai gas fields.

Depends on area relinguished in Lake Clark.

Probably less than .25
.19 - see note, area 7.
.14 - see note, area 7.
2

.2 - see note, area 7.

All U.S. interest.
4*
1.7
3*

1* (Chunilna)
12.4 - option here and area 3.



Area Name

These not shown on map:

Anchorage area
Healy

Intra-Regional
exchange pool

Extra Regional

* These total

Approx.
Area Size
in Twnshps.

N.A.

Approx. Number of Townships
to be Selected, and Notes

Miscellaneous tracts if surplused.

0-6 -

Up to

from surplus or revoked U.S. reserves
and unperfected land entries. Available
for exchange only on acre/equivalent
basis for extra regional selection.

29.6 - subject in part to exchange,
appropriate village regional, U.S.,

and State agreement, and State %-strike
provisions.

28 townships - only 26 to be selected.



THE COMMISSION®"S ROLE

The Joint Federal-State Land Use Planning Commission for Alaska was
created by Act of Congress in the Alaska Native Claims Settlement Act

and by Act of the Legislature of the State of Alaska (A.S. 41.40.010).

The primary goals of the Commission as established by lav/ are to:

(1) insure that the economic growth of Alaska 1is orderly and compatible
v/ith environmental values and the economic and social well-being of the
State"s residents; and (2) plan for the wisest and best use of Alaska“s
lands. The Commission 1is expressly directed to: (1) seek v/ays to avoid
conflicts among the State, the Federal government, and Alaska Natives
over the selection, use, and management of lands; (2) improve coordination
between the State and Federal governments; and (3) recommend changes in
laws, policies, and programs affecting land use and management in Alaska.
The Commission has ten members, half of whom serve as Federal appointees
and half appointed by the State of Alaska.l1/ Providing executive leader—
ship are the Governor of Alaska or his designee as State Co-Chairman and
a Federal Co-Chairman appointed by the President of the United States.

The Governor 1is required by law to name an Alaska Native to, at least,

one of the State seats on the Commission. A small staff, including
planners, resource specialists, lawyers, and economists, supports the
Commission in its deliberations.

The Commission as a body upon which State, Federal, and Alaska Native
interests are represented and v/hose mandated intent is to promote coopera—
tion and resolve conflicts among these major landowners, occupies a

unique position from which to provide oversight on land trades and
adjustments

Commission Involvment in Cook Inlet Selection Problems

Section 17(a)(7)(B) of the Alaska Native Claims Settlement Act directs

the Commission to make recommendations concerning proposed land selections
by Native village and regional corporations. Pursuant to this and other
authority provided in Section 17(a) of the Act the Commission has been
involved since 1972 in seeking a satisfactory solution to the land
selection problems which have confronted Cook Inlet Region, Inc., and

its constituent villages.

In general and specific recommendations the Commission recognised the
necessity of providing lands of "similar in character” to Cook Inlet

Region, 1Inc. to fulfill their entitlement under the Claims Act. Constraints
imposed by the Claims Act prohibit selections of State lands, selections
within the Kenai Moose Range, selections out of the Cook Inlet Region,

or selections within a tv/o-mile buffer zone of first class municipalities.

In recognition of these constraints and problems they posed for fulfill—
ment of the Native entitlement, the Commission recommended on March 29,

1974 that acreage in the Lake Clark area be withdrawn for Cook Inlet

Region, 1Inc. When it appeared that Congressional amendments to the

1/ Two vacancies, one State seat and one Federal seat, currently exist
on the Commission.



Claims Act would remove most of these prohibitions and that negotiations
between the Department of the Interior and Cook Inlet Region, Inc.

also included the participation of State government, the Commission on
October 30, 1975 communicated its unanimous support of the approach
taken by the negotiators. The Commission set out the premises of 1its
support of the concept and cautioned that technical problems required
solution and that the views of neighboring regions and the full partici—
pation of Cook Inlet villages be obtained. (Copies of the letters
communicating the actions cited above, as well as a detailed summary of
Commission involvement in the Cook Inlet land selection problems, are
included as Appendix A.)

Public Law 94-204 was enacted by Congress January 2, 1976 incorporating
the agreement reached through the negotiations entitled "Terms and
Conditions for Lend Consolidation and Management in Cook Inlet Area."

In its deliberations on the agreement, the House and Senate Resources
Committees met in joint session on February li., 1976, and passed a
motion to request Commission review and report to the Legislature on the
agreement.

The Commission®s Review

In respons to the Legislature®s request, all staff were committed to an
intensive compilation and analysis of land and resource data and legal

issues. A special session of the Commission was scheduled for March 5
and 6. Data was solicited from all parties to the exchange, other
Federal and State agencies, and the public. Transcripts of legislative

and administrative hearings and minutes of legislative committee meetings
on the proposed settlement were reviewed, together with testimony both
supporting and opposing the settlement” in order to assure that all

major issues and questions would be addressed in the Commission delibera—
tions. Data previously compiled in the Commission®s Statewide Resources
Inventory and research conducted in prior instances when the selection
problems of the Cook Inlet Region nave been considered by the Commission
were reviewed. Staff presentations reflected multidisciplinary expertise
and individual evaluations of alternatives to the proposed settlement.

Commissioners had the opportunity to review staff memoranda and informa—
tion submitted from other sources prior to the meeting and to consult
directly with the staff a day in advance of the meeting. Problems with
the settlement were cited by staff, as well as benefits accruing to the
settlement parties. At the meeting, comprehensive presentations were
made by the lead negotiators of the Federal and State governments and

the Cook Inlet Region, Incorporated. Commissioners posed questions on
all major aspects of the proposed settlement to the negotiators. Each
geographical area subject to the proposed exchange was examined.

2/ Written statements and documentation from Harold Galliett, David S.
Jackman, and Bristol Bay Native Corporation. Copies of these
statements and documents are included in the notebooks transmitted

to the two Resources Committees.



PRIMARY CONSIDERATIONS

In evaluating the proposed land trade, the Commission considered how the
wide variety of interests of differt nt citizen groups affeeted by this

trade had been accommodated- The Commission and the State nave a responsi —
bility to protect the interests of the 6,000 citizens of Cook Inlet as

they strive to receive their rights from the Federal government under

the Alaska Native Claims Settlement Act. At the same time, the interests
of the citizens of the State as a whole, of which the Cook Inlet people

are a part, must net be sacrificed. The effect of the trade on the
State"s overall economic well-being must be assessed and the rights of
other Native regional corporations must be considered. The Anchorage

area, which has been the center of the State®"s rapid population growth,
has a need for close-in recreation space which must be considered, and
plans for Anchorage®s north/south runway and for a new State capital
site must not be jeopardized by the trade. In addition to these and
other factors which concern both the Commission and the State, the
Commission has a responsibility to consider the national interest lu
Federal lands and in nationally and i-cernationally important resources
such as the Bristol Bay fishery.

Among the many different interests affected by the proposed trade, the
Commission identified the following as primary considerations:

Overall ConsideralLions

1. The decision on this proposa] 1is not simply whether or not to
approve this trade but, rather, whether this is the best of a range
of congressional and judicial alternatives.!/ One element is
certain- Cook Inlet"s entitlement under the Settlement Act to
approximately 54 townships of land must be satisfied in some manner.

2. The negotiated approach embodied in this proposal represents a far
better means of harmonizing conflicting interests than the other
alternative means by which the Federal government might meet its
obligations to Cook Inlet. Without a three-party negotiation, the
transfer would be between the Federal government and Cook Inlet,
and the State would have little or no input. Through the terms and
conditions built into this negotiated proposal, checks and balances
have been provided to insure that the interests of ail parties are
protected.

3. The cooperation of Federal, State, and Native interests to come to
a mututally acceptable trade sets a healthy precedent for future
land planning in Alaska. In the future, joint planning by the
throe major landowners within the State is essential if the massive
redistribution of land tenure caused by the Statehood Act and the
Alaska Native Claims Settlement Act is to be arranged into a
satisfactory management pattern.

1/ Detailed in Appendix B.



This agreement involved a great deal of give and take by the parties
involved. For example, Cook Inlet agreeded to take over half of

its entitlement outside its own region in areas that are generally
remote from the Cook Inlet people, and to accept Federal and State
controls over land selection and use ".nat would not be required
under the regular provisions of the Settlement Act.

The proposal provides protection fo: the interests of Native corpor—
ations in other regions by giving both village and regional corpor—
ations veto powers over selections adjacent to and up to 12 miles
from lands withdrawn for selection by Native corporations \-/ithin the
region.

State selections in the early years of Alaska statehood were
concentrated in the area that was to become the Cook Inlet Region.

By 1971, when the Settlement Act passed, the lowlands of the region
were virtually all in State and private ownership except for Federal
withdrawals such as the Moose Range and the military reservations.
Given this situation, without the proposed settlement, and without
State assistance and the State selected lands, there is little

leeway within the Cook Inlet Region to satisfy Cook Inlet"s entitle—
ment to lands "of a charcter similar” to village sites.

Legal Considerations

2/

The probability of protracted law suits is less under this proposal
than under other alternative ways by which the Federal obligation
to Cook Inlet could be fulfilled.

Most of the legal impediments to the proposed trade were removed by
Public Law 94-204..7?/ The only remaining legal necessity to enable
the trade 1is for the State Legislature to approve the conveyance of
subsurface by the State government and to waive requirements for
determination of equal value on a purely monetary basis.

The conflict between Anchorage®s proposed horth/south runway
extension and park and recreation uses is recognized by all parties
involved. This problem may be solved by the Federal process of
surp)using Federal withdrawals which would eliminate land identified
as needed for airport purposes from the pare "1 before conveyance to
the State for park and recreation purposes.

All vested third party interests are protected by the terms and
conditions of the proposed agreement. Lands made available for
Native selections were in areas where there were already many
private land holdings which will be protected.

Detailed in Appendix C.



5. Approval of the proposed trade would assure the continuance of the
1972 settlement between the State and the Department of the
Without this trade, the Cook Inlet Region will

Interior.2/
which challenges the 1972 settlement.

litigation
A decision in favor of Cook

Inlet would jeopardize approximately two-thirds of the State's
existing land selections.

continue its

Land Use Considerations

Under the terms of the agreement, the State obtained powers to
guide andcontrol the selection process and to keep lands with
particular values for recreation and other public purposes 1in

public ownership. Similar planning powers would be unavailable to
the Stateunder the unnegotiated alternatives to this proposal.

The trade is designed to protect the

large regions in Southcentral
Alaska which have high values for public purposes.!s/ OQOwnership

boundaries around such areas,

for example, Lake Clark,
Lake,

Iliamna
and the proposed Talkeetna State Park, have been drawn to
establish workable management units.

Where possible, land ownership units have been consolidated and
simplified. For example, blocks of State owned
in the Susitna Valley and v/est of Iliamna Lake,

land are expanded
ings on the west side of Cook

and village hold—
Inlet have been consolidated.

4. This trade provides substantial protection for the Kenai National
Moose Range, which has high public value as a prime recreation area
for the State"s rapidly growing population. Other proposed alternatives
could have conveyed large areas of Moose Range surface ownership or
producing oil fields to Cook Inlet.

5.

Native villages will receive

lands closer to village sites than under
existing selection withdrawals which were far removed from villages.
Such

lands generally have more use and value for village purposes.

The proposed trade will enable Cook Inlet to acquire
suitable for private land use purposes.
been made available for Cook
areas which would have

lands that are
Lands which have currently
Inlet selection are primarily mountainous
little or no value for a private corporation.

The trade retains proposed capital

site areas in State ownership.

The trade will

accelerate and assure the transfer to the State of
prime areas for recreation and public purposes

the Anchorage bowl. Of special concern

in the urban area of
Anchorage is the Campbell tract.

to the Municipality of
The agreement specifies that this

3/ Copy of 1972 agreement

included
Committees.

in notebook submitted to the Resources

4/ Detailed in Appendix D.
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tract will be managed in accordance with a generalized land use plan
already proposed for the area- If and when other Federal tracts, 1i.e
Point Noronzof, Point Campbell, and Goose Lake, are declared surplus
for Federal use, they, also, will be conveyed to the State.

Economic Considerations

5/

6/

Because of the nature and complexity of the trade, and the very

real difficulties in applying ordinary valuation methods, broad
economic standards must be used in judging the trade. These standards
must include the Commission®s mandate to make recommendations

relating to orderly economic growth compatible with other social,
cultural, and environmental values. The standards must also include
an assessment of the impact of the trade on the future fiscal and
economic well-being of Alaska.

The economic losses that the State will purportedly incur as a

result of the trade appear to be exaggerated. When highly speculative
gross asset values are converted to "net present value™ of probable
foregone revenues, the State"s expected losses are minimal_]>/

.fie future fiscal viability of the State is largely unaffected by
the trade. This is so for a variety of reasons, including the
following:

a. Economic development is at least as likely to occur if resources
are in private ownership as would be the case if the State
retained ownership of the resources. Thus, State revenues

from corporate income taxes, personal income taxes, and most
other tax sources will be at least as great under private
resource ownership as public. Econcmic rents that might
possi.bly be foregone (in the form of royalties) can for the
most part be recouped through the State"s power of taxation.-™

b. It is probable that revenues foregone under the proposed trade
will constitute only a minute fraction of total State revenues
in the future. Anticipated revenues in the 1990 %, amounting
to several billion dollars annually, dwarf potential foregone
revenues. For example, expected coal royalties from a proposed
development in the Beluga fields are only about 1.5 million
dollars per year, which amounts to about 0.03 percent of
projected total State revenues in 1990.

The general level of economic activity will be largely independent
of resource ownership. In fact, if Cook Inlet Region is assumed to

be at least as development oriented as the State, then total economic
activity can be expected to increase.

Detailed in Appendix E.

Detailed in Appendix E.
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Economic benefits to Cook Inlet will, 1in part, be redistributed to
other regional corporations in the State under the provision in the
Settlement Act which requires that 70 percent of the revenues from
resource development by any one Native regional corporation be
shared with all the regional corporations.

The proposed trade protects the State"s Swanson River xjetroleum
revenues by excluding all producing oil fields within the Moose
Range from conveyance to Cook Inlet.



Federal-State
Land Use Planning Commission
For Alaska

733 W. FOURTH AVENUE. SUITS 100
ANCHORAGE. ALASKA 0J.i0l

March 3, 1976

MEMORANDUM

TO: Commissioners

FROM: Esther C. Wunnicke

SUEJECT: Commission Involvement in Cook Inlet Land Selection

Section 17(a)(7)(B) of the Settlement Act directs the Commission to make
recommendations concerning proposed land selections by Native village

and regional corporations. Pursuant to this and other authority provided
in Section 17(a) the Commission has been involved since 1972 1in seeking

a satisfactory solution to the land selection problems which have
confronted Cook Inlet Region, 1Inc., and its constituent villages.

............ August 16, 1972. The Commission urged the Secretary to accord
the deficiency land needs of Native organisations priority in
every instance over 17(d)(1) and 17(d)(2) withdrawals.

............ March 6, 1973. In addressing Chugach Native deficiency problems
the Commission adopted the following general principles:

a. land withdrawals made under Section 11(a)(3) for
possible regional selection should include any lands
remaining after village selections from the same
areas.

b. the "similar in character™ standard should apply to
both regional and village deficiency withdrawals

made pursuant to Section 11(a)(3).

............. March 7, 1973. Formula 3 adopted for calculating gross acreage
of village and regional deficie .cy.

............. August 2, 1973. National interest d-2 use recommendations.

............. August 6, 1973. Commission stated that none of its recommenda—
tions concerning the use of d-2 lands should bo construed so



as to preclude necessary deficiency classifications. Finally
the Commission requested that the Secretary exercise his
administrative authority by designating needed deficiency
lands prior to transmittal to Congress of recommendations
regarding d-2 withdrawals.

September, 1973. Staff presented resource summary to Cook
Inlet on lands available for possible selection.

January 10, 1974. Commission provided Secretary with an
interim staff report on Kenai Moose Range.Second study
completed and transmitted April 16, 1974.

March 29, 1974. Recommendations that acreage in Lake Clark
area be withdrawn for Cook Inlet deficiency - based on land
status problems and legal constraints in ANSCA, e.g.

no out-of-region selections

no administrative authority to open Moose Range lands
to regional selections

no availability of State lands for regional selection

2-mile buffer zone

June 6, 1974. Small withdrawal review.

August, 1974. At the request of Cook Inlet Region, Inc., the
Commission prepared an analysis of lands which could be with—
drawn by the Secretary pursuant to Section 11(a)(3) to satisfy
the deficiency entitlement of that region.

April 29, 1975. Staff memorandum was prepared by Counsel
setting out pending Federal legislation. The memo regarding
Cook Inlet land exchange sot out these considerations:

-appeal of adverse District Court ruHng vs. CIRI

-commencement of discussions with State

-Moose Range and Lake Clark townships for selection

-selection of small scattered tracts - Campbell and
Woronzof

-lands in Eklutna withdrawals

-suspension of land selection rules requiring odd-odd
and even-even regional selections

May 2, 1975. Commission meeting. Motion that the Commission
express an encouragement to discussions presently underway
between the State, CIRI and other entities that may result 1in
better overall solutions in terms of overall management in
the Cook Inlet Region, and that the Commission resources 1in
terms of technical assistance be made available to these
discussions. Also that additional time be provided to Cook
Inlet; passed by general consensus.



October 24, 1975. Commission meeting. Michael C.T. Smith,
Director of the State Division of Lands, briefed the Commission
on the present s ation with respect to Cook Inlet Region, Inc.
Motion by Silcock, second by Holdsworth, to endorse the land
trade concept in its present status and to communicate the
Commission®s endorsement to the House and Senate Interior and
Insular Affairs Committees; motion passed unanimously.

Elements of that briefing ai) as set out in 10-2/3-75 "Opening
Statement™ prepared by Department of Natural Resources.

October 30, 1975. Recommendations v/ere made to the House and
Senate Committees on Interior and Insular Affairs stating

that the Commission had considered the tentative agreement
arrived at between Cook Inlet and the State of Alaska, and

was 1in unanimous support of the approach taken in the proposed
agreement. The premises for Commission approval of the
concept of the agreement are set out as: the insufficiency

of lands to meet deficiency requirements; disagreement with
the District Court®"s ruling; improved land management units
through the consolidation of ownership; and lessened impact

of private land ownership in the Kenai National Moose Range.

In supporting the agreement the Commission did not minimize
the technical problems v/hich needed to be overcome prior to
final adoption, and the Commission urged that the views of
neighboring regions be obtained and that the full participation
of Cook Inlet village corporations be assured.

February 6, 1976. At a regular Commission meeting, after a
brief explanation of P_.L. 94-204 and the corresponding "Terms
and Conditions for Land Consolidation and Management in Cook
Inlet Area"™ the Commission, by unanimous vote, authorized the
State Co-Chairman to support state law reform concerning land
trades on behalf of the Commission. Co-Chairman Jackman
advised that he would be testifying before House and Senate
Natural Resources Committees of the Alaska Legislature.

February 11, 1976. Co-Chairman Jackman was asked by the House
and Senate Natural Resources Committees to convey to the full
Commission their request for Commission review and submission
of a report of its findings on the proposed Cook Inlet land
trade.

.February 17, 1976. Confirmation of the legislative request
was sent to the Commission by the President of the Senate
together with a request that the Cor mission expedite 1its
report as much as possible to enable the Alaska Legislature
to act within the times established in the agreement.



February 23, 1976. Forma], request of the Senate Resources
Committee for Commission assistance was transmitted by
Committee Chairperson, Kay Poland. Concern of the Committee
about relative values of lands given and received, impact on
future land selections by the State, and long term effects
of the amendment of Section 6(i) of the Alaska Statehood Act
was expressed.

March 5, 6, 1976. A Commission meeting to consider the
Cook Inlet land trade and to make recommendations to the Joint
Senate and House Resources Committees was scheduled.



October 30, 1975

Honorable Henry H. Jackson

Chairman

Senate Committee on Interior
acid Insular Affairs

Attn: Steve Quarle3

3106 Dirk3en Building

Washington, D.C. 20510

Dear chairman Jackson:

It is our understanding that the Interior Committee will soon commence

its markup of certain proposed amendments to the Alaska Dative Claims
Settlement Act. With this in mind, | am writing to communicate the

Core, ission"s strong support for amendatory legislation relating to the
lane, entitlement of Cook Inlet Region, Inc., and its constituent villages,
a3 such legislation is described in the recently announced agreement
between Cook Inlet and the State of Alaska.

For the past three years, the Commission has been actively involved in
efforts to resolve the land-related problems which have confronted Cook
Inlet and its constituent villages. These efforts have taken the form
of technical assistance tothe regionalcorporation and, morerecently,

to the State of Alaska, andrecommendations to theSecretary of the
Interior with respect to the location and quantity of withdrr _is needed
to help satisfy the requirements provided in Section 11(a) (3 >f the

Settlement Act. Host recently, the full Commission has con-" .-rod the
tentative agreement arrived at between Cook Inlet and the St -o of
Alaska. On the basis of this consideration, which tcok place at a
Commission meeting held on October 24-25, 1975, 1 have been authorised
to communicate our unanimous support for the approach taken in the
proposed agreement- 1

The Commission™ position is promised on the following principal con—
siderations. First, in our opinion, a significant portion of the
acreage presently withdrawn for possible selection by Cook Inlet does
not meet the qualitative criterion provided in Section 11(a)(3) of the



Settlement Act. In arriving at this conclision, we are cognizant of the
Federal District Court®s ruling In Cook Inlet v Morton, and are con—
strained to disagree with that portion of the ruling which relates to
compliance with the criteria specified in Section 13. Second, the land
status pattern in the Cook Inlet region, which encompasses large Federal
withdrawals and significant acreage in State and private ownership,
indicates that it would be very difficult for Cook Inlet to obtain a
satisfactory land entitlement in the absence of the land exchanges and
other mechanisms provided in the pending agreement. Third, implementation
of the agreement would greatly improve land management within the Cook
Inlet region by consolidating Federal, Stats, and native ownership 1in
areas which aptly reflect the interests of the varioa parties. Thus,
for example, the agreement would result in Nativa ownership of certain
areas on the Kenaa Peninsula which, by virtue of their location, soils,
and other characteristics, appear suitable for private settlement and
development. Similarly, the State would obtain additional land3 in the
Bristol Boy watershed, which is of critical importance to the State for
its fishery and recreational values, and the Federal government would be
assured of a viabl9 management unit in the Lake Clark area, which has
been proposed for national park status pursuant to Section 17(a)(2) of

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

agreement would lessen the impact of private ownership on the Kanai

Ilai  ./nal Mooge Range by reducing the total acraage that might otherwise
be transfered to Native corporations and by requiring that certain
protective measures be taken in a significant portion of the lands that
would be conveyed. In short, implementation of the agreement would
permit the creation of rational patterns of land management and owner —
ship which reflect the varied interests of the partia3 involved.
Neither the administrative nor judicial alternatives afford the flexi—
bility which is necessary to accomplish thi3 result.

In supporting the proposed agreement, the Commission does not mean to
minimize the technical and other problems which must .be overcome prior
to 1t3 final adoption. For example, there are certain legal issues
which must be addressed. However, the research conducted by our staff
and more extan3ive work performed by attorneys for Cook Inlat and the
State indicate that solutions to the3e problems do exist. Moreover,
since the agreement would authorize Cook Inlet to select lands within
the boundaries of certain other regional corporations, the viaw3 of
those corporations must be considered with great care, and an effort
must be wade to insure that in the process of improving land ownership
and management patterns in the Cook Inlet region, we do not jeopardize



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

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

Thank you for your consideration of this correspondence.

Sincerely,

Burton W. Silcock
Federal Co-Chairman

cc: Senator Ted Stevens
Senator Mike Gravel
Royston C. Hughes, Assistant Secretary, Program Development and Budget
Ken Brown, Legislative Counsel, Department of the Interior
Guy Martin, Commissioner, State Department of Natural P.asources
Michael C.T. Smith, Director, State Division of Lands
Sam Kito, President, Alaska Federation of Natives
Roy Hundorf, President, Cook Inlet Region, Inc.
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Tanorabla IUv/srs C."i. Morten
1%:cOjtr,ry of tha Interior
DrtonrtrsanC of the Interior
13th one: 19th Streets K. c.
"rashin;ton, D.C- 20240

Pear Secretary Morten:

ill Is letter is writSou na a follownn to our corrcsponder-c-; of ?*nrc.a 12, 13/A,

relative to the lar.:! entitla~:?.nt of Cook Inlet 2«;*lon, inc. n.;.;ir rainy nr:

prowi.5i.onn of the Alaska Hativo Clair.is Se ztlo*a.Int Act. The p-Z~e.:a of chlLa

lamt?r in to provide eh analysis o;f the quantitative .idii qualitative aaouetp
the present situation cud. to ait.cgsst i nosalble sol”’tion.

Vhe analysis which follows 1is pre.rtised on tha fo/.io"rinp, as.snwptiorvs:

1. In accordance with the position of the D-r-irfSt.a"c sc the
Interior and the 3to.>a of Alaska, nod. for the r-v.roow* of this
analysis, lands within the Cook Inlet Tegion which war?, Talacted
by the State in the first half of 1/72 will not ho coo nrad :i.:
available tor withdrawal under ."notion 11(a)(3) of the Settlement

Act.

2. For the purpose of this dincmslcin, it will be ov..nr nl that
the Socrotary of the Interior 1is prohibiten nr, a natter of Is:/
frnrj releasing lands now lotatad in the Kar.c.L "lacionml 1".aajv.e
if the sole reason for (loin;; so is to satisfy a Mntj.vs deficiency
entitlement. Thl« assumption Is premised or. inferenceu fvan the
perceived Congressional intent in nr.noting linTtations on vil7.;y.y«
salaction within units of the lintlon.nl Forest nod 9"il.J.lif: 2c::i;a
Systems. It does nor. apply, o: c*v:irs», to those village selaetiarn

within the Ttnuc*;* which ara specifically authori.end by tha Act.

3. Pursuant to flnal decisions of the j”uraau of Indian Affairs
respecting villnre eligibility, the vill.?."-;es of ""nnt.ann.. Ca.-rv-all,
Chlek.niom, Alnr.nr.cJer Crnek, Point Poasayslon, kru.l:, r.al.v-otof,



md Basilo:, r.s wall an =vll: \:-n ah un/s i*/p >
through the /juaiifionc lort proc-r"*sa, vLI1 bp. conyi =1 0" JN-i
to receive land undor Che Act. Accor-r tha inn.! ntuu .Mat:
r.rflscciors rights o. those. villa;-,a:; </111 b-a r.oesideriv. tha
conputationa set out baim;.

A. The Moir.ilar in char .icenr" requirem-int sp-iciriad in Section 11(a) (3)
applies to both village and. rational withdrawals rande Co this
subsection. With raspact to tha Corner c.ntvipnry of withdrawals, the
reference point for detcminin.. Zwhich lands satisfy this a.laniard in the
"core*l or primary township or townships upon which tha vilIn-"a lv.vin_e;
the deficiency is located. With res?act to the Instar category, tha
ralavr.nt yardstick, in a co"spouite of tha corn cni-u3h L= of vill ipnn
located within the racier.. Accoriianly, lands located within the
proposed withdrawal should possess physical and tone-"raohicnl eh tr—
acteris ties which arc similar to those contained within tha .appropriate
core township or townships.

5. Section 11(a)(3) lands which are. rot selected by ith.c appropriate
village corporation will he nade avai-labia for mo—:a.lbln ropiorva
eduction. Tala rer.ialr.dur, when added. to other av; Ll:rhle land:".,

will anah.la the ration and its constituent villaye$b each to select
from lands totaling three tlres their esti”ated r9gficiincr.o;?,
.Accordingly, the quantitative critnyir.a np.neifi-v! la Soatina 11(a)(3)
will be. satistied in each instnnco.

Ir. the past, the Ccv.ird.ssioa V.»3 via:h certain <".ega@’i. “tco-riandatious to
you with respect to the disposition of lands ur.-lar Section 11(a)(3).
Since. these, recenrunnd.ntions a: <]/ squally to the analysis sat out below,
\>twill list then here for your ready reraranre:

1. In all insvnr.coi, the selection r-nulr "*o*s e
nnr->0T-:iff.gr'M under m lcrwit orouialo'va o" th ' DAt
anonlr! be riven praserente over with;--<ssia rn-% nnrs ;wd: to
Sar_fciptv: 1/ (d) (.1) and (*)). As stated pv-:--~lou:;ly, cllcva that
this approach in consintint with the ur.daclyin; pail suoyhy o7 the

Act.

2. Section 11(a)(3) lands which, are. no": sd eectvi .by tba_a;»Propri.atx
village corporations should bo wave .avail tbhla for yo.jh!M.» r --i.ce.e.l.
S-alecdor.. Thin rov-alud nr, when n«v.»;:lcr:cnted by other aval Lanin

lands, will enable the rational corporation .and its constituent

villagcM each to r.ir.ka their sdectionr. froa lands t.or.1ia « throe
their ontivnued coficieacias. Accordingly, ch-a r.at.lvn

criterion specified in Section IlI(n) (3) vLil be ZXitisvia"l.



IMJ*

1. Th-j i"7l-r lac"r.criterion "ir *m"tn 1.1.(
should 1v [ L;tii to both v Lin 1 V't 4 Uirh *
ptvrsus. 1 to this sv.bctretina. -Vith tv.upact to cV* fyv.— nr cayiory

of v/ich.j-nvnls, the raf ._ircnae pa.ir.C J°nr star- Inin-" P> vr.h-r thi.3
ntt?cd/ird Mas been rn*. oho*tid bo tH*s 5Cori,. or or 7.mes tnvrsuin or
townships upon "which ten -/.ill.tv. Xvhv; tivs. d sfi tay 1y lon-Ata.l.
Vith respect to the lot tor cats:?””", the r-nlovar.t yardatlab should

bo a c¢" woonifca cf the corn fcovnsh.lo* villa-.*as XiJC"ita".d within the
ration. Accorbin ;ly, lands locate;! within thu relevant cores township
or township®s and vithir. tha propc.-ied :lHc*cio:« 11(a) (3) wirhdrcvai should
possess sitrilar physics! and topoyraph Lca! r.hnroctonistics.

f.ortciric Analysis

thvt basis or tha foro”cin-A assure tisty-: aac roconrvindatione*, and h”vir.y
risviaved relevant land stasis information for lands meeith.in tha elooV. Inlet
ajioti. *ro respectfully su? ?aac tha follovin.-: ifindie \I -.UNi ;:aao-rand;»tionn.
Oar rindinpp are as foliavs:

1. The ITativn census cor the. constituent villonon o: tha Ooolc

I:*..lot ?apy.cn indicar a pnpMlatioi®. or 1,2c > ( "he total. “rativ.-j
population of the Region is apprn*tir.ninly 1:10.) 0" a dom by
individual villdFes, ti".ij .cirurn trapslutoa into < cni.-.;.villa <a
land s-ilnctiou ontitlorient of 1,0Vj,?;"0 eras p’rs:laot to the Cor

mprovided in eMention 14(a) tha nftl-jfiint Act.

Pcrucnnt to the .corl;ita nrovj.dan in fleetLou i7(m) or the?
Act, the 12 villages located within dooV. Tnlnt .iva w»otir.1"d to
salact an additional 213,"S0O norar.. dor the pnruota O~ this
analysis, this total is nllocnt-1 on a population basis n-or.y. tha
villages iti"*olv»>_-I.

2. Tirer total viHaaa catl tlor'.cnt endor Sectio..; li'(n) and (a) is
1,233,252 aerod .

A, A.pnm;:inots toril -icrcnycs in tIn _Collcsri-_*.* cn".c or;:; of Innu
have bo-an vitbnr_-r.ni pursuant to vectiorss 1.1(a)(l) an-1 (2) : 252,235
ncroa of public doncir., 373,20;*> acres located vilchir, 2» tir.y
"vi.l.dliCo rnns;>!. 20,0?? aerrs within an oni"fir.t nations 7 fcrost,

510,330 acres of 3t.it? yelactod n:vl tr.ntatlvely ;v;.rov.r! land,
and 43,653 acres ccrsprisi.ni othei: car.a—porie3. Tav.ir.*; cc-pnicancn of
the quAx-.titatlvs limitat.ic-ns on selections frov. vlthiri ouis tin.y
S/tLlullfc rofuyc and r.atlar.cl forcit oreas and on the sa.loctior. o
.Itnto lands *_;hich have not yot b?.en oatcucod, as vr-v/id <2 in
Ooction 12Ca)(i) of the Act, the total aar acn ir.cio.dcd Zlthin the
c.ctoKorias just rsfsvred to trarrvliaC:":i to rr. AZtrl".a.a’J.A "»illi~n
eselection riaht of 771,333 o.crvs.



77:e .V:tl ts3Action d-s"fleiu. 7 o" vi.tLa-*" 7m: it.*: the
Coo;: Inin: Motion 1I:"; 452,ee<e26 ".crj-;, vV.rh fi-jvj .p JTeLe*d e/
sub tractlay. the toml -_aroa.jp aval < cor m-ssiY;. i u daari”es
within withdrawals wado pursn.nnt to S*-:otLoss 11(0 (*.) ro i ()
(771,333 acres) from, the total vil'l.v:io nrtitla-cat *tv7-.- ra-tlLons 12(.0>
and (b) (1,233,759 acres). Introducing the VI multipTlat sp-.clriac in.
Section 11(a)(3), a withdrawal or 1,337,27“facres 1.; vngaired-

b. Th> deficiency lands referred to in the preendl1:;;< fin-ii- *
nusfc bo allncr.tcd to tha villatea of Tyone T, I.hiutrvj. iVLarwr.ier
Creak, Xnilc, Sal netstor, "Tinilchik, and 4si:lcvia. aacb or which
ha3 an unsatisfied deficiency that occurs as a omt.-.v.i-.ricc: of

oxi3 tin;; land status and tha selection lir-.itations jy-oLfind in

ta« Act.

7. The Deoartr.vent of the Interior has previously ;/ith.:lra™n
npproninetaly 2.053,520 acres to satisfy the outntau-ILn-". da."iciasioics
of IElclutnn, Tyonek, iliailch.ih, ocidovia, sn-.i Sal.v.mtof. Of ohis
amount, approrcirsntcly 525,000 acres definitely do not, ua-i apurorc-
im>itely 530,000 acres nay not, r.->et tha gc.allt.ttiv-: crl:>risu specified
in Section 11(a)(3). (This datarod.n"ticn is busa-d on .= e_ex.awlnation of
U.3.G.3. concurapaic maps which depict land contour®™; and o.%s/e}flon;>

wit": an accapruble J-rprsa of nr urncy.)

>, In nccordur.cn with tha formula provided in leeym I."c) of
the Sattlrimer.t Act. the s?.!nation outLtlu/oat o" T.o-r= .-"ai -f le-_yino,
Inc. in 1,07.1,350 .acres. In addition, b« w..-:a 0o: tha smtuiory
prohibition aj;airst r-ipdlon.".1 aubuurfao* nr._lacfinr.u :Lat Ins;
wildlife rafurcs, the region la eat Lfciud to colout ?2.00 0 acre:: of
subsurface ,;stata.

2. As a corse<>uer.ca of tha land status around n::i:rTin.

and the nel-mtior. limitations provided in tha "eattic:-Tiut Act, tha
regional corporatian cm selact only a for.; a-tr-.i from la:-_._lenrvm tly
vitlulravn for village selection purs 1ant to S"vct-lLo.Z711(a)(1), Accov-1i-

in-jly, thu radian her. ur, unsatiaifind daticifrauy of 1,277,310 acre:.
Introducing the 31 multiplier specified in 3action 11(a)(3), this
ftpur.a traaslatas into a vithdrcvr.l require;-oat of 3,337/500 acres,

10. Pursuant to Section 11(a)(3), tip T?apartunat of the Interior
has previously withdrawn aoproninutaly 3,710,000 .mm.: to j".::Laily the
outs tandink da ficinncy of Cook Inlet -Ilvt.lI:>r, Inc. and pursua.nt to
Section 17 (d) (2) (7.) lies i-.lcntifj.od an additional 005,CFO .mm.; of
dual xiithdruwals for ultimata dianosltiov. by idr.yvn:a. 0" th.n lan-.Is
praviou®ily withdraw. 1,552,000 acrns, «3 coZ"putad in ralatiomhlp
to the L3CS maps ref-arrrd to previously, dcfl"._.?t.aly do r-.it, a",
1,983,000 aeroa may rot, natisify the* qu.vlitstivn critorinn spool fled
in Section 11()(3).



A7~ “o'e|””70"? the deficiency ™5t « Il.-viitv : . findinvs V -wutl 7.0

bein®; tierahla "rn-: o conli:itiva "sof " hilfrv fe»»
"ulrrilar in ch.ur-ACtor “criterion <"r. era t-al? ("his TBv«t
. appears rrioon. tb05 zr-i ho.sis of th * -lata o' :v/.a".In.die.)

''eee.ndattara

1, The. Sscrntary of k-* Interior should vittadr®c. ".v; 7.-winf >n
additional 250.000 nomo rootin.; the qgonlititiv.o >.n! Us tar.oo
nritorin syacicivkl in Section 11 (@) (7) iv. order to satio.ifv the
deficiency ancitlaRwnta of the vilinsi.j reformd to in f.frdiar. 6
above. In recosjnition of the lanJ 3 s.I-action. "prohibition."! nr.d.
restrictions which apply to the denai "atiornl oos-.* ".".anyo, >0 state
selected and tentatively approved lands, an! to certain other cat—
egories of land located within the Coo"; Inlet Priori, it is raccur-rsuh-I
that these w.ithdr-aunls be rid!l orinf.io~il.Lv fror. ao.ro.Ate w.ithln the-
Eike Clark arm which is n~< vitud- iwu oarsnar®: to e"enotion 17(.!) tFt of
tnc Setr.lenenc Act. As sneoifiod L. lection 17(d) (2) (.), such -./ifch-
"utavals should be »iv“a preference over the d{2) ci.tsssLficafJon which
Tiov csclstr..

?.. A ndnimun of 1,300,000 addition-tl acres rviotiri® tha ."ee_nlicacivr*
and distance criteria specified in Section LI-1) () nhoulf b* with—
drawn for possible selection by Cool Inlet ho-ion. Inc. jc o:
the prohibitions nna raytrietican on red.lno.ll selection vefarred to
above, thesa vich.ir:iw-?Is should be princionlly fro.t Iv.vI-? Inonto.:
within z-a T..ukn Clark area. Tat accori®sscc v?.:h pvnvii.vn i>rii.nbn
coT.iicicaciona to the Dconrtv.-ani:. it la reco-*r iMl.*! that all
<eit.vici.accv -0 hir

Section 17(d)(2) of the Act.

3. After the withdrawals anor.Ifia.l in rocov *.lition.". 1 and 2
above have bean r.adci, chona lands arecently included vi thin
.Section 11(a)(3) withdrawals which do not coot the criteria
speciflad in this 3ch.oaction r.uonll be returned to a diffa“cnt
status.

racojniac that the re.cowr.®r.dations rvs & herein, if Irnilnc.aoto-1, coal!
hnv-» r.a mlversa irpact or. certain lss=ialstive proao; »li sub <il;ta<: by the
I"NAp.nrfcronfc pursuant to Section 17(d)(2) oc tha Sott.lcoat Act. ""fa ba"iiove,
hovavor, that tho findings cod reeor"/.:ev.;iations which, ve b.av* endo arc
teeuirod olLther by the tn”re.s teiv.,s of the Act it.as.If ov by rcvwar.ab._lti
Irjcsirecces them from. In othar wor-.Is, tha operation 0? the mt=Te.ts dictates
the rcsu.lt, end ir. vi.au of the eriar.ini-, lar. | statu 5 situation vi tain the
Cook Inlot ReMa:"., thorn Is _.little roor: far n-=.ini stir *.t.lve diacretion.



thii in <"i:v!, Yss nr?. hoyitrl tVi 3rze*.nt on

fror-:in;> Cy«'i Inl.vt Zes p cooytit t ‘e’ | | : rulLch.l{
on nn Jiiv? Livnl.,  a? fola ovs r.f;i ooo*.;:, the
>e >-retrofit Coo’~; Tnl-yi Inc. "i-." rv-tin 12v.l in X I 0o n
ion. har) alrrio-W nrovnci to .in mtuiT vwiti.~Si.v._tory

problem solving fr-echnvsisM for both pnrclii.

Th/in® you tor your consideration o? this tinttar. 7.* loo!.; fov-wrl to
discussing it further vita yon o.urini ovr uoconir:£ trip to "hvihi.rycon, L".C.
jt which tine y/» will supploccur. the; nr.elys.ls provldwc heroin.

""incercly, fincaroly,
7nrton 7. Silcoc ™ .Too. ?. Jooophr.on
>\».lar 2.1 Co-Choirana "tafce Co-vUviimian I"esiyneo
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Alternatives to
Land Settlement

1. Rejection of
current offer.

Possible outcomes,
remedies
and restrictions

1. Cook Inlet
goes back to Court
and loses:

a) Secretary
does nothing to
alter current
land status.

b) Secretary
offers alternative

lands to Cook inlet.

State

Retains currently
held lands & resources

but could potentially
lose control of very
limited unselected

lands near Anchorage.

Retains currently held
lands & resources. Could
potentially lose control
of some lands near
Anchorage & could be
forced to set aside some
additional State lands
for recreation R habitat
if Moose Range land
losses severely restrict
recreational opportuni—
ties. Pocential time
delay if attempt is

made to transfer Moose
Range lands. Loss of
oil R gas revenue.

Effect on:

Federal

Retains currently

held lands & resources,
Lake Clark management
unit proposed as park-
lands reduced in size

or lands must be pur—
chased from village
corporations to maintain
proposal dimension under
current agreement.

Because of limited
lands available of
"like kind" within
region may be forced
to attempt to transfer

lands within Moose Range.

Serious legal questions
over Secretary®s ability
to transfer Moose Range

lands for these purposes.

Other Federal lands
within region of much
lower quality even in
Lake Clark d-2 areas or
any of the remaining
d-1 areas.

Native

Retains currently

held lands & resources
Because of the nature
of current holdings
potential more intensive
development would be
required to establish
same return as 1is
possible with better
lands obtained through
the trade.

Possible gain of addi—
tional better quality
lands. However without
going out of region,
lands available to
Secretary are very
limited & will probably
include additional
Moose Range lands

which could delay

sell loment & could
result in Cook Inlet
gaining nothing.



Alternatives to
Land Settlement

Possible outcomes,
remedies
and restrictions

c) Congressional
action which does not
neutralize the "1972
memorandum of agree—
ment."

d) Congressional
action which 1in
effect neutralizes
the "1972 memorandum
of agreement.”

State

State would retain

lands currently patented
"T_A_."d" or in patent
pending status. Could
potentially lose control
of small amount of un—
selected lands near
Anchorage. State could
be forced to set aside
some additional lands

for recreation and
habitat if Moose Range
losses are incurred & if
same general level of
recreational opportunities
are to be maintained.
Could lose oil revenue
from Swanson River field.

The ramifications of this
type of action to the
State are enormous.

Those State lands which
were put into a selection
pending status could
(unless stipulated by
Congress) all be subject
to reclassification
throughout the entire
State. The Secretary
could be forced to re—
classify substantial
amounts of this land

into d-2 status or Native
deficiency forcing the

Effect ons
Federal

Because of limited
lands of like kind
available it is likely
that Congress would

be forced to transfer
lands from the Moose
Range & from the Lake
Clark d-2 areas. Fed—
eral government might
lose oil revenues.

The breakdown of the
"1972 agreement™ will
leave the Secretary

open to suits which
could force him to re—
classify much of the
land currently under
State selection into d-2
status. The whole
process of determining
"national interest”
lands could be reopened
resulting in a high cost
both in terms of time &
money.

Native

Cook Inlet would gain
much better quality
lands, however, it
might be difficult to
give full entitlement
in lands of "like
kind." Natives would
probably receive oil
royalties & other
minerals 1in the

Moose Range.

Cook Inlet would gain
substantially particular:
if out-of-region
selections are allowed.
They could possibly pick-
up lands within the
Moose Range as well as
being able to select
out-of-region lands
which are currently unde-
State control.



Alternatives to
Land Settlement

2. State makes a
settlement which
involves State

& CIRI only.

(This exchange
would probably do
little to affect
Cook Inlet's
economic status,
merely transfer to
them lands of
"like kind &
character.™)

3. Settlement
between Federal
State, and Cook
Inlet. (Modifi—
cations of current
agreement.)

Possible outcomes,
remedies
and restrictions

1. Primary con—
straint is meeting
equal value
criterion.

1. Possible area
changes.

a) Force Cook
Inlet to select
within their own
region.

State

State to reselect & re—
develop its selection
patterns. This could
also make it more dif—
ficult for the State to
select its full entitle—
ment by the 1984 deadline.
The State could lose
some of the best
"settlement lands"
available to thenm.

Even considering the
problems of determining
"equal value" (see Tuck
memo). The State would
be hard pressed to
exchange land with Cook
Inlet on an acre for acre
basis which would
probably end in the State
receiving more land of
average lower value than
that currently held.
Legal questions resolved
within State courts.

Lands might not be suf—
ficient to avoid potential
State selections com—
pletely. Could have the
effect of speeding
completion of the settle—
ment however, thereby

Effect on:

Federal

This arrangement would
not affect the Federal
government land status.

Federal government might
be forced to give up
additional acres in
Moose Range or possibly
some d-2 lands to
compensate Cook Inlet
for selection of "like

Native

Cook Inlet would
probably receive
considerably less
acreage than their
current entitlement.
A few more development
options might be open
to them, however,
their near-ternm
economic position 1is
likely to remain
unchanged.

Cook Inlet would improve
their position over

a no-agreement position
although depending on
tho choices available
for out-of-region
selections thev could



Possible outcomes,
remedies
and restrictions

Alternatives to
Land Settlement

b) Do not allow
Cook Inlet to select
land within the
Moose Range.

c) Exclude Beluga
area from Native
selection.

State

the State to
its selection
regions.

allowing
complete
in other

Because of the high
values present on the
Moose Range lands
pressure will be on

State, to make additional
State lands available to
compensate for the high
value Inmls the Natives
would lose.

This alternative would
protect currently select
ed coal reserves in the
Beluga area. The total
value of the loss to

the State is likely to
be small since the State
would retain sufficient
taxing authority to tax
most of the ™"economic

Effect on:
Federal
kind" lands within the
region.

The same problem exists
here as with the State.
The high values on the

Moose Range could force
the Federal government

to increase the amount

of land available to

Cook Inlet to compensate
for the loss of Moose
Range lands. If values

received by Cook Inlet &
the Natives are not an
issue, there is probably
sufficient land within

the region to fulfill

the strict ANCSA require—
ments for Cook Inlet.

Tills alternative could
bring additional pres—
sures on the Secretary
to release other equal
value lands for Cook
Inlet. Since the lands
are limited, this could
mean either more land,
higher value land as in
the Moose Range, or

Native

possibly be worse off
than under the current
agreement. The time
taken to complete the
settlement might be
shortened from current
agreement.

Cook Inlet, unless
compensated by a
selection of large
blocks of land would
probably lose value
under this situation,
at least as far as
known. Total value
could be held at the
same level if the region
were allowed more land
outside of the region,
however, it would be
difficult to swap on
this basis completely
within the region.

Cook Inlet could lose
one of 1its prospects
for near term income.
This could accelerate
the rate at which they
develop other lands.
They are also likely

to push for additional
income-generating lands
in other areas.



Alternatives to
Land Settlement

Possible outcomes,
remedies
and restrictions

d) Allow CIRI to
select more land
outside of the
region.

State

rents” that would be
associated with the
field.

State will lose addition—
al lands and control of
lands outside of region
could also be forced to
select lower quality

lands in other regions.

Effect on:
Federal

possibly more land out—
side of the region.

This should not affect
current d-2 lands, how—
ever, additional lands
would have to be made
available for CIRI
selection. Total lands
held in other regions
would decline.

Native

Cook Inlet could gain
some additional "high
quality”™ lands outside
of region which could
improve their economic
viability.
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MEMORANDUM
TO: Commissioners
/
FROM: Esther C. Wunnickg(Ethr!brney Advisor

SUBJECT: Legal Issues in Cook Inlet Land Trade

At the time the Commission made detailed recommendations to the
Secretary of the Interior of lands to be made available for deficiency
selections bv Cook Inlet Region, Inc., in March, 1974, the following
legal constraints applied:

out-of-region selections were prohibited by Section
12(c)(3) of the Alaska Native Claims Settlement Act;

selections in the Kenai Moose Range were prohibited
by apparent Congressional intent in the Settlement
Act to respect then-existing boundaries of Federal
withdrawals and prohibit Regional selections within
them. Qualified villages located within the range
are entitled to village selections within the range;

the agreement between the State of Alaska dnd the
United States of September 1, 1972, confirmed selection
by the State of Alaska of lands in the Cook Inlet
Region making them unavailable for Regional selection;

Section 6(i) of the Alaska Statehood Act prohibited
conveyance by the State of subsurface title on pain
of forfeiture to the United States;

no selections were allowed Native corporations within
a two-mile buffer zone of first class municipalities
as provided in Section 22(1) of the Settlement Act.

The above constraints were addressed in the Congressional enabling
legislation, P.L. 94-204, January 2, 1976, and the remaining legal
barrier to the completion of the proposed agreement is premised on
provisions of State law.



A.S. 38.05.125 mandates the reservation of mineral rights to the State

in any deed of State land, except for land originally acquired by purchase,
exchange, condemnation, gift, excheat, or foreclosure. Most lands in the
exchange were obtained by the State as selections under the Alaska
Statehood Act. Division Order No. 121 which further defines Alaska

policy in this regard also states:

The State shall retain all mineral rights. The other party
to the exchange may transfer or retain the mineral rights.
In no event shall the mineral estate be contemplated in
equating the value of the respective parcels.

A.S. 38.95.060 provides for exchange with Native corporations created
under the Alaska Native Claims Settlement Act. Subpart (b) of that
Section provides that exchange "shall be on the basis of equal value and
either party to the exchange may pay or accept cash in order to equalize
the value of the properties exchanged."

This proposed settlement may be distinguished from exchanges contemplated
under the Alaska Native Claims Settlement Act. Exchanges of this magni—
tude and, particularly, exchanges before title had been obtained by
Native corporations had not been considered previously. Although it is
arguable that "equal value" in the economic sense need not be required

in this exchange and that since the conveyance by the State is to the
United States to whom it would forfeit the lands anyway if a reservation
of mineral estate were iot made, it would be well for the State Legis—
lature expressly to waive the application of A.S. 38.05.125 and A.S.
38.95.060 in any legislation approving the participation of the State

of Alaska in the proposed exchange.

The Commission has had the benefit of the opinion submitted to the
Senate Resources Committee by Mr. Berrier, Director of Legal Services
of the Legislative Affairs Agency, and reiterates the following portion
of that opinion:

Any specific legislation should (1) contain recitals relating

to the Cook Inlet Land Trade and what the legislature intends

to accomplish by approval of the land trade; (2) a specific
waiver of the provision of AS 38.05.125 since this is clearly

the major impediment existing currently; (3) a specific waiver

of the equal value exchange requirement contained in AS 3S.95.060.
While arguably this equal value requirement would not apply in
any event, the values on both sides of the transaction are of
such nature that appraisals would be complex and subject to
substantial dispute....



Other legal issues which have been raised apparently need only
clarification or further agreement of the parties. These encompass
such things as:

Restrictions on Point Woronzof, Point Campbell, and Goose
Lake titles for recreational purposes. These tracts will
not be available until surplused by the Federal government
and it appears that any conflict, particularly that of the
use of portions of the Point Woronzof tract, for airport
purposes, may be solved by excision of particular sites
before surplusing and conveyancing. A letter from Deputy
Assistant Secretary for Fish and Wildlife and Farks of the
Department of the Interior, chief negotiator for the Federal
government, addressed to Alaska Attorney General Avrura Gross
speaks to this issue.

Mental Heal h lands included in earlier tentative agreement
among the p .rties for conveyance by the State of Alaska
have been removed from the agreement. These were Mental
Health lands in the Beluga area. The trust status of any
Mental Health lands which may be included in pool areas

in the exchange dictates that the State either use its
blocking power to prevent selection of these trust lands

or that the State assure that a fair exchange is made for
other lands of equal value for Mental Health funds.

The status of Port Alsworth as a grotr under the Alaska

Native Claims Settlement Act and it" Ititlement to land
which will become part of a d-2 proposal for National Park
purposes remains to be resolved. Legal staff has prepared

a memorandum on this issue.



"0\

United States Department of the Interior

OFFICE OF THE SECRETARY

Honorable Avrum M. Gros3
Attorney General

State of Alaska

Department of Law

Pouch K

Juneau, Alaska 99011

Dear Mr. Gross:

This Is In response toyoar Inquiry of February 23, 197S.
Specifically, you inquire whether laad3 described in sub—
section IC(2)(e) of Term3 and Conditions for Land Consoli—
dation and Management In Cook Inlet Area (Ei.R. 94-729,

94th Congress. 1st Session. December 15. 1975; hereinafter
Terms and ConditioQ3>, may be transferred to che State of
Alaska by the Federal Aviation Administration for airport
purposes. It isour understanding that FAA haa the authority
to make such a transfer by virtue of the Airport and Airway
Development Act of 1970. 49 U.S.C. 881701-1741 (1970).

Subsection IC(2)(e) of Terms and Conditions provides that
Cook Inlet Region, Luc., may not include certain lands,
Including Point Woronzof, 1in the selection pool created by
this document. The subsection further provides that:

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

The 1ssue 13 mnether this provision precludes transfer of
part of the Point Woronzof tract to the State of Alaska by tha
FAA for other than park and recreation purposes, if the
transfer were otherwise authorized by law.



The Terms and Conditions must be read in conjunction with
section 12 of P. L. 94-204. January 2, 1976. This section
directs the Secretary, after certain conditions are met, to
make a number of conveyances to Cook Inlet Region, Inc..
and to the State of Alaska. The mandatory conveyances to
the State of Alaska are described in paragraph (d) of

section 12, and this paragraph refers to the Terms and
Conditions to clarify the identities and amounts of lands to
be conveyed to the state. Section 12 does not specifically
direct the Secretary to convey Point Woronzof to the state
for park and recreation purposes. Paragraph (b) of section 12
states that the duties and obligations of the United States and
Cook Inlet Region, Inc.. under the Terms and Conditions,
are ratified as a matter of federal law.

We should note that it certainly was not the intention of the
Departmental or State negotiators that the subject provision
be construed as exclusive. And we are not aware of any
reason why legislation authorizing a transfer of land to the
state for park and recreation purposes should be construed
as prohibiting a transfer of those lands to the state for airport
purposes, If that transfer were also authorized by law.
Apparently, the State of Alaska desires to receive part of
Point Woronzof for airport purposes, rather than for park
eand recreation purposes. We see no impediment to such an
action, 1if the proposed FAA action is authorized by law.

S ncerely,

Curtis Bchlsn

E. U. Curtis Bohlen
Deputy Assistant Secretary for
.Fish and Wildlife and Paries
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MEMORANDUM
T0:
FROM: Analyst

SUBJECT: Cook Inlet Region Land Settlement
Land Use and Planning implications related to
Existing and Proposed Federal and State Reserves

Lake Clark Management Units:

The proposed land settlement helps to define boundaries of the Lake
Clark management unit and provides opportunities to enhance the unit
for conservation, preservation, and public recreation purposes by
providing for:

1. Greater Federal retention of lands in public ownership
along the middle section of Lake Clark, at Kontrashibuna
Lake and its scenic valley, and in the connecting lands
between the Kontrashibuna drainage and Chinitna Bay on
the Cook Inlet coast.

2. Relinquishment of certain Native land selections along the
middle section of Lake Clark, and around Kontrashibuna
Lake so more of these important recreation lands remain
in public ownership.

3. Sets the stage for possible future Federal acquisition
or consolidation of village selected lands between Chinitna
Bay north to Harriet Point subject to village consent.
Acquisition might be by purchase or exchange.

The settlement also nelps to clarify Federal and State interests and
concerns in the general area:

1. Nationally significant resources are recognized in the
area by the Secretary, CIRl, and the State.



2. Management of this area should be flexible and recognize the
scenic, recreational, and inspirational resources that should
be preserved,as well as State and local interests, including
subsistence and sport hunting.

IT the aforementioned public/private land adjustments were not made now
as part of the Cook Inlet land settlement, it seems likely that the
adjustments would be sought by the Federal government through exchange of
lands involving lands elsewhere in the State, or possibly by purchase.
Basis for this probable action is that many people believe these lands
have important public values and are an integral part of the Lake Clark
management unit whether it ultimately becomes a park, preserve, or what—
ever.

Past actions or recommendations by the Federal-State Land Use Planning
Commission or others regarding all or portions of the area include:

1. Recognition by Interior agencies and the Forest Service of
national interest values.

2. F-SLUPC land use recommendations that addressed the
recreational, fishery, subsistence, mineral, and other
values of the area in August, 1973.

3. Lake Clark National Park proposal by the Federal government
in December, 1973.

A. A preliminary proposal in November, 1975, by the State of
Alaska for Alaska Resource Lands unit.

5. A tentative proposal by the Federal-State Land Use Planning
Commission for a national preserve unit within the National
Park System.

The proposals in items 3, A, and 5 did not include the area proposed to
be added to the Lake Clark unit by the Cook Inlet Settlement, partly because
of the lack of settlement of the Cook Inlet Region Natives®" entitlement.

Iliamna Lake Management Unit:

Several factors may be relevant to this management unit and how it relates
to the Cook Inlet Region land settlement. An Iliamna National Resource
Range was proposed by the Federal government which includes lands in the
vicinity of Iliamna Lake and in the Nushagak River drainage, and was to be
a unit of the National Wildlife Refuge System. The area is also of con—
siderable State interest.



Though a variety of values are present within the area, the dominant
values are generally considered to be the fisheries and fishery habitats.
Sport trophy fishing opportunities are recognized as exceptional.
Spawning habitats, especially in streams entering lliamna Lake, are
perhaps the most important element related to the Bristol Bay commercial
salmon fisheries.

Significance of the Bristol Bay commercial fisheries is assigned to
local, State, national, and international levels.

During bargaining of the land settlement, the State has apparently sought
to strengthen its presence in the general area but has ended up primarily
with lands in tha Nushagak drainage with lesser fishery and recreation
values. A position has apparently been taken by Interior to retain as
much of the most important lands and waters of the proposed range in a
management unit in Federal ownership for fishery and other values.
Several reasons could exist for this. One may be related to United
States involvement in North Pacific international fishery treaties and
any commitment conceived from those treaties regarding protection of
habitat used by fish involved. Another reason probably considers the
quality and significance of this resource area and since it is the heart
of a proposal before Congress, the Department should not usurp the right
of Congress to consider the area and provide for its disposition.

Proposed resource range lands that are involved in the proposed land
settlement appear to be less critical lands and waters. They tend to
round out or complement previous State selections and interests in the
general area.

Past discussion by the F-SLUPC and others has recognized the changing
land ownership pattern in the Illiamna Lake vicinity and suggested that
perhaps there is merit in the lands adjoining Illiamna Lake going into
State ownership and administ.ation. This is a possible future for these
lands but one not assured.

There are two additional aspects regarding this area. The Bureau of
Land Management has had a long-time interest in these lands and did
classify the area for Federal retention prior to the ANCSA. Management
of the proposed resource range was to involve both BLM and the Pish and
Wildlife Service. However, recent action in Congress regarding wildlife
ranges, indicated an overwhelming concern that units of the National
Wildlife Refuge System be administered directly by the Fish and Wildlife
Service.

How these various factors will affect Federal and State interests in the
area and ultimate disposition of the lands is only conjectural at this
time.



Kenai National Moose Range

The moose range has been the subject of previous studies by the F-SLUPC
related to the Cook Inlet Region, Inc., land settlement, and Kenai
Borough requests for land. In general, the range has been viewed as an
extremely important public, reserve because of its varied recreational
opportunities, wilderness values, wildlife, and habitat values, and for

certain subsurface mineral resources. Its recreational attributes are
particularly important because of the relative proximity to large
population areas of the State. Federal-State Land Use Planning

Commission®s opinion regarding the range was essentially to minimize any
intrusion into the range in terms of land transfers that would signifi—
cantly affect key values.

The question raised in the case of this proposed land settlement is,

does the intrusion into the moose range to help satisfy CIRI"s entitlement
seriously affect the values and purpose of the range? This car. be

viewed by looking at the regional interests only or in conjunction with
the village selections that will also remove certain lands along the
western edge.

From previous analysis information, it appears the combined intrusion
will not significantly and adversely affect the long-term viability of
the range in most respects. Village selections are subject to the laws
and regulations governing use and development of the moose range.

Surface estate lost to the Regional Corporation at the west end of
Tustumena Lake can be developed in a manner complementary to values of
the lake. Sufficient restrictions in this regard appear to exist.

Extraction of subsurface minerals at some future time will be in areas

of village selection, where development has occurred, or is expected to
occur and there are restrictions on the manner of extraction. A problenm
that might occur in this regard would be subsidence of the land following
removal of coal in the form of gas if and when coal extraction is
authorized.

Critical habitats need not be lost. Only one (Elephant Lake- the
smallest) of the areas identified as suitable for wilderness is involved,
and the popular canoe trails are not affected except for a possibility
along the Swanson River which need notoccur throughproperplanning and
appropriate easements.

It does appear, however, that anyfurtherintrusion into the mooserange,
than that provided by the agreement, could very well affect the quality
or quantity of certain values, such as the number of moose that could be
supported on the range.



Proposed Talkeetna Mountains State Park:

Through the proposed land settlement, the State would receive certain
lands along the western edge of the Talkeetna Mountains which lie within
a State park proposal now before the Legislature. Without the proposed
settlement, these lands would likely be selected at least in part by
Cook Inlet Natives. Acquisition by the State of these lands through
purchase or exchange would be necessary to overcome land ownership and
administrative problems.

A park or recreation area in this general section of the Talkeetna
Mountains has been pursued the past few years. Hatcher Pass and the old
Independence Mine area were focal points for this area. However, agri—
cultural and mining interests in certain lands as well as other factors
have caused a change in the current bill to help minimize some of the
overlapping interests. Principal drainage in the current park proposal
is the Kashwitna. Few lowlands would be in the park unless the lower
Kashwitna River area is included. While the westernmost lowlands are
State patented lands, the next range of lowland and valley entrance to
the east is presently in regional deficiency classification for Native
selection. These are the lands that would become available to the State
through the settlement.

The value of these lands is that they would complete State ownership of
all the lands within the proposed park.

These lowland areas are particularly important in this context in that
this is the likely zone where access, camping, and other facilities
might be developed for the general public visiting this section of the
park. The Independence Mine area which is an interest area has certain
use limitations. Other than the above values, the tract does not appear
to possess any particular attributes differing from lands to the north
or south. However, this aspect must be viewed in the context of the
whole park proposal.

Proposed Far North Bicentennial Park:

Three areas within the Anchorage Bowl are very important to the State

as well as the Anchorage municipality for recreation and other purposes.
Point Woronzof, the Campbell Tract, and Point Campbell are prime recrea—
tional lands that will be utilized more and more in the coming years.

The State Division of Parks views the Campbell Tract not only as an
excellent urban recreation area immediately accessible to a growing com—
munity but also as an entrance to nearby Chugach State Park. This would
create a complete unit, with recreational lands close to the people and
park and wilderness somewhat further away. Lands adjoining Point Campbell
and the Point Woronzof area are already used for recreational purposes.



These three areas are well located in that each one is in a different
part of Anchorage.

The Campbell Tract has had considerable support as a municipal park to
be named the Far North Bicentennial Park.
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Land Use Planning Commission
For Alaska
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March 5, 1976

MEMORANDUM
TO: Commission
FROM: Dr. Bradford H. Tuck, Economic Analyst

SUBJECT: Cook Inlet Land Trade: Some Economic Considerations
l. Introduction

Recent discussions surrounding the Cook Inlet lane trade, including
those presented in various testimony, in the newspapers, and in
discussions at the Commission have raised a variety of economic
issues. Many of these are related to a major concern of all parties,
namely, that the lands involved including resources, are of equal
value. A variety of State and Federal statutes require some treat—
ment of the equal value issue in land trades, and Cook Inlet Region,
Inc. is of course interested that it receives at least equal value.
However, none of the statutes are explicit about how value is to be
determined.

When the magnitude of the trade is taken into account and uncertainty
surrounding lands and resources involved in the Cook Inlet trade

are considered, the problems of determining equal value are extreme.
Ordinary valuation procedures are simply inadequate.

The Commission must decide whether or not the trade meets standards
implicit in the ANCSA; specifically that its recommendations are
conducive to enhanced land use planning for Alaska and that its
recommendations are designed to:

e"insure that economic growth and development is orderly,
planned and compatible with State, and national environ-—
mental objectives, the public interest in the public
lands, parks, forests, and wildlife refuges in Alaska,
and the economic and social well-being of the Native
people and other residents of Alaska."

The State must also apply broad economic standards in attempting to
evaluate the trade. Three major questions of economic significance
should be addressed.



1. What, 1in real economic measures, is the State either gaining
or losing in the trade?

2. What impact does the trade haveon the future fiscal viability
of the State?

3. What consequences does the trade have with respect to the
future general economic well-being of the State?

An analysis of these issues and questions, and not a parcel by
parcel evaluation, must be the basis for measuring the economic
values of the trade.

Summary and Conclusions

A variety of issues of economic significance have bee., explored in
relation to the proposed land trade. The conclusions can be
summarized as follows.

1. Because of the complexities of the trade and the very real
difficulties in applying ordinary valuation methods, broad economic
standards must be used in judgingthe trade. These standards must

include the Commissison®s mandate to make recommendationsrelating
to orderly economic growth compatible with other social, cultural,
and environmental values. The standards must also include an

assessment of the impact of the trade or the future fiscal and
economic viability of Alaska.

2. The economic losses that the State will purportedly incur as
a result of the trade are generally found to be highly exaggerated.
When highly speculative gross asset values are converted to "net
present value" of possible foregone revenues, the State"s probable
losses are minimal. In short, little, if anything of economic
consequence, 1is lost.

3. The future fiscal viability of the State is largely unaffected
by the trade. This is so for a variety of reasons, including the
fact that the State power of taxation can effectively recoup possible
economic rents given up in the trade. Also, the probable foregone
revenues would constitute only a minute fraction of total State
revenues.

4. The net effect of the trade on total economic activity Ls
quite limited, and in any case, the bins would be toward increased
activity. This 1is based on the assumption that CIRI is at least as
economically development oriented as the State.



The Problem of "Equal Value"”

Value can be determined (at least theoretically) in a variety cf
ways, but for present discussion purposes, there are two methods
that are of particular interest. The first of these relates to
determining value on the basis of market comparisons or other
transactions of a similar nature, and the second approach attempts
to find a present value of some kind of expected future income from
the lands and resources involved. The concepts are not mutually
exclusive, but can be treated separately.

The market comparison approach is one frequently used in appraisals.
The basic idea is to find other transactions of "like kind and
character”™ which reflect what the present market is willing to pay
for a particular parcel. When one attempts to apply this method to
an evaluation of the Cook Inlet trade, many serious flaws emerge.
The first is, quite simply, that the magnitude of the land parcels
involved in almost all cases dtarfs anything that typically trades
in the private sector. In other words, there are no comparable
trades. Hence, we must look at much smaller parcels and then
estimate what the effect of a significant increase in the quantity
of land would have on the market clearing price, and this involves,
in turn, some estimate of the rate of disposal of the lands and
resources.

A second major problem in the present situation is that in most
instances both surface and subsurface property rights are involved.
While the surface resources are known to some degree, knowledge of

the subsurface is much more limited. Thus, a high level of uncertainty
surrounds any attempt at evaluating the subsurface resources. Even

if subsurface resources were known, major problems in valuing these
resources would exist. Specifically, we would have to know the net
income stream that could be derived from the resource. At best,

such estimates are highly speculative.

A much more fundamental problem with market comparison valuation

lies in the theoretical underpinnings of this method. In essence,
valuation by market comparison rests on the assumptions of pure
competition; a large number of buyers and sellers, none of which is
sufficiently large to effect the market price, and freedom of

entry and exit from the market by all interested parties. If these
conditions are not met, then the result is bargaining between parties
holding some degree of monopoly control over the market and, as a
consequence, over the resulting price. A price, or value, determined
under these conditions does not necessarily reflect the "socially
desirable” market clearing price th r is the basis for market
comparison valuation.



In the present trade we are faced with a situation in which the
sheer magnitude of the lands involved (even with full knowledge of
the quality of the lands and resources) means that no valid market

comparisons exist. Both in terms of the size of the trade and the
limited number of parties involved, the setting is one that closely
parallels an oligopolistic bargaining situation. It is highly

unlikely that the three-party valuation of the trade would be
anything like that which would emerge on the basis of competitive
market forces.

With these reservations in mind, it is interesting to look at some
rough attempts at valuation of the trade. A somewhat cursory
attempt at placing market comparison values on the State lands
involved in the trade was carried out by the State Division of
Lands. Using their data, and supplementary guesses where necessary,

Table 1 was constructed. The assumptions underlying the table are
set out in the notes to the table, but in general, only surface
values are considered. In one instance (the Beluga area) discounted

coal royalties are included, and in one other instance (Campbell
tract) sand and gravel values are included in one case.

It is clear from inspection of the information in the table that

the net value of the trade is highly sensitive to certain assumptions.
Using value per acre figures that would find some support in at

least some quarters in all instances, the State either gains,

loses, or emerges in a neutral position, depending upon which set

of assumptions one wishes to use. A recent suit filed in which it

is claimed that the State is losing 285.7 million dollars in the
trade (surface estate only) 1is a further indication that the problenm
of determining value (in the appraisal sense) 1is great.

A second approach to the valuation of lands or resources 1is oased
on the capitalization of expected net income flows resulting from
the lands and resources involved. The problems associated with
this approach also present serious obstacles to accurate valuation
of the present trade. In general, two key variables, the "net
income stream"™ and the "discount™ rate are involved.

From the State"s perspective, the net income flows from the lands

and resources involved may take the form of sales revenue, leases,
bonus payments, rentals, royalties, severance taxes, property

taxes, etc. In some cases there may also be personal and corporate
income taxes that might otherwise not occur. From these revenues
must be subtracted the administrative costs of managing and disposing
of the lands and resources involved to obtain the net income stream.
Thus, the revenues to the State depend on a complex set of policy
considerations relating to the disposition of State lands and
resources as well as the timing of this disposition, and on a whole



Sensitivity of

Area
Lands to State

Nushagak
Chulitna

Sheep Creek
Sheep Creek
Campik 11 Tract
Pt. Woronzof
Pt. Campbell

Tutna Lake
Chunilna
Talkeetna River
Koksetna
Susitna

Kamishak Bay
TOTAL

Lands From State

Pt. Mackenzie

Knik-Willow

Kashwitna

Chickaloon

Kena i

Beluga, Nikolai”®

Misc. Lands to
Villages”

TOTAL

NET TOTAL (To-From)

Source: See Notes,

Acres

) 599

)
23

161.
23.
69.

285.

299

1535.

38

311

41

(000)

.04

.04
69.
4.
0.
1.

12
00
59
18

28
04
12
70

.52

63

.20
.48
.40
.80
115.
.04

20

.47
518.

59

"Equal

Cook

«"eValuation,
$/Acre Total

40

40
40
150.1
5598
7083

40
40
40
40

40

200
300
250
125
150

70

225

Valuation"
Inlet Land Trade,

TABLE 1

State
(nil$)

0.640
1.344
9.600
0.600
17.280
38.872

9.331
$77,667
+0.333

State Lands

Modified Valuation?®
"Unfavorable"

$/Acre Total (mil$)

30 17.97
30 0.69
30 2.07
1000 4.00
1000 0.59
1000 1.18
30 4.84
30 0.69
30 2.07
30 8.57
30 8.99
$51.66

667 2.13
1000 4.48
500 19.20
300 1.44
450 51.84
100 48.20
300 12.44
$139.73

-88.07

Considerations to Per Acre Valuations,

Modified Valuation”
"“"Favorable"

$/Acre Total (mil$)

120 71.88
120 2.76
120 8.29
1000 16.00
1000 0.59
1000 1.18
120 19.35
120 2.76
120 8.29
120 .34.28
120 35.94
$201.32

667 2.13
1000 4.48
500 19.20
300 1.44
450 51.84
100 48.20
300 12.44
$139.73

+61.59



Notes:

1. Valuation based on information contained in a memorandum from
Michael C.T. Smith to Guy Martin, dated December 6, 1975, and in
supporting materials for memorandum.

2. Includes 15.9 million for coal royalties and revenues foregone, and
1.2 million dollars of foregone timber values. Both numbers are
present value figures.

3. Informed guess.

4. Assumes; "$40" land is actually worth $30 per acre; that restriction
on use of Campbell Tract, Point Woronzof, and Point Campbell (for
recreation, etc.) reduce value to $1, per acre; and that lands

relinquished by the State are revalued upwards as indicated. While
there is no particular basis for assuming these figures, they are
not out of keeping with general observations on land prices in the
respective areas, and the probable impact that relocation of the
capital might have.

5. Assumes that the values for lands relinquished by the State remain
as in note 4, but that the value of lands received by the State is
$120 per acre instead of $30, and that sand and gravel sales from
development of Campbell Tract (at 12 million dollars) are included.
Gravel sales are restricted to the development of Campbell Tract
for recreation purposes only. Data based on Division of Lands
information.



set of future economic conditions which in general have neither
been predicted nor in any sense are knowable at present. Some
truly Herculean assumptions would be necessary to even begin to
estimate either the magnitude or the timing of the net income
stream that the State is either giving up or obtaining in the
trade.

A further problem exists in the case of public resources in attempt—
ing to estimate net income. It is one of attempting to assign

dollar values to nonmonetary flows of services such as those

derived from recreational use of the lands. For example, the
Campbell tract if restricted to park and recreation uses might be
expected, at the outside, to yield an annual income of perhaps
$100,000 net. If we capitalize this income stream, in perpetuity,

at 5 percent then the tract is theoretically worth 2 million dollars,
or about $500 per acre. I suspect that mar.y people would place a
substantially higher valuation on the tract precisely because the
land is restricted to park and recreation purposes. Or, for example,
how does one place a dollar value on the preservation of fisheries
habitat? In other words, there are real problems -with setting

dollar values on many of the benefits associated with public lands.

The problems that Cook Inlet Region, Inc. and the Federal government
face are similar, although in the case of Cook Inlet,, the subjective
valuations (aside from uncertainty due to imperfect knowledge) are

of a different nature given the private identity of the corporation.

To compare net income streams they must somehow be cap talized or
discounted to obtain comparable present values. Thus, a second
major consideration in this approach to valuation is the choice of
discount or capitalization rates.

The present value of income received far in the future is highly
sensitive to the particular discount rate selected. For example,
$100 received 50 years in the future has a present value 0" $8.72
if the discount rate is 5 percent, while the value of $100, 50
years in the future, is only $2.13 if the discount rate is percent.
Alternatively, the capitalized value of a perpetual incc.ne streanm
of $100 is $2,000 at a 5 percent capitalization rate, but oniy
$1,250 at an 8 percent rate. The point is simple; the value of
future income or the capitalized value of a future stream of

income, is highly sensitive to the discount or capitalization rate
used. When this is combined with the highly speculative nature of
future net income streams, either public or private, any attempt to
estimate value Is subject to extreme error.

The discussion of the issue of "equal value"™ can be summarlLzecl_as
follows. A serious problem arises as soon as we attempt to determine
value on the lands and resources involved in the trade. The



magnitude of the tracts involved, and the uncertainties as to the
kinds and qualities of the lands and resources involved, as well as
the uncertainties related to future income anticipated, make standard
valuation techniques 1”2 ppropriate. In short, if the concept of
equal value is to have real .leaning in the analysis of the present
trade it must be based on broader economic concepts than those set

out above.
What is the Economic "Loss" to the State?

There currently are many numbers being mentioned purporting to show
various values®™ that the State is losing in the trade. In a suit
filed by Galliatt and Lewis, asking for a permanent injunction
against the trade, the net loss to Alaskan citizens is estimated to
exceed 5 billion dollars in present value. Figures prepared by the
Bureau of Mines, which you have, indicate that about 2.0 billion
dollars of potential royalty income to the State will be foregone.
Another figure points to roughly 90 million dollars of potential
agriculture and forest land values that will be lost by the State.
A detailed critique of these and other numbers goes beyond the
scope of this memorandum, but certain points should be made.

The most important point is that generally the losses are grossly
exaggerated. What the State stands to lose (and the same standard
applies to what it might gain) is the present value of revenues

that it would derive from the disposition of the lands and resources
that it would not otherwise derive, minus the associated costs of
managing and disposing of the lands and resources.

In each of the above cases, it is implicitly assumed that every

acre and every resource, be it known, inferred, or hypothesized, is
going to be sold, leased, extracted, or in some other way converted
into revenue going to the State. Such an assumption is simply in
error. Clearly only a small fraction of land that the State is

giving up in the trade would have gone into private ownership or in
some other way generated revenue for the Stare. Even with substantial
population growth in the State, market demand will not exist in
sufficient magnitude to absorb the vast quantities of acreages

being discussed.

In a period or rising land prices past history must be interpreted
with caution, but it is instructive to take note of the history

of land disposition in the State. It is generally recognized that
revenue was only one of several forces influencing land disposal.
Much of the pressure was. 1in fact, counter to the revenue objective,
inspired as it was by the desire to obtain "cheap™ land. Presently
proposed legislation to create "homestead" land is indicative of

a continuing sentiment that revenue is not the only concern in the
disposal of land.



A second consideration is that, for example, during the years
1972-74, land disposal revenues to the State ranged between 1.5

and 3.0 million dollars per year. This 1is hardly a significant
source of revenue. Furthermore, disposal of lands, particularly
when random settlement and development is the result, probably
generates costs to the State far in excess of the revenues received.

For similar reasons, it is highly unlikely that the State would

or could market every last acre of timber resource that has been
identified in the trade, nor is it probable that the State could
convert all of the lands with agricultural potential that have been
identified into some form of revenue. In other words, the gross
value of the surface estate is a far cry from future income

streams that the State might derive from these lands.

It was pointed out earlier that the relevant economic value to
the State is the present value of the revenues, not their nominal
value some generations in the future. This clearly further reduces
any hypothetical loss to the Stc ,e.

\
Similar remarks apply to the subsurface resources. The assumption
that all of the known, inferred, and hypothesized deposits or
resources will be developed, even with the time frame suggested, is
at best rank speculation. There is,firstly, a real question as to
whether some (or perhaps any) of these resources will ever have
commercial value. Secondly, it is entirely possible that, as a
matter of State choice, the resources would not have been developed
in any event.

It is meaningless to compare future gross royalties when no adjustment
is made either for timing or for the uncertainty of the future

revenues. It is a problem of adding apples and oranges. A common
denominator 1is necessary and present value is the most frequently
accepted means of making the comparison. For example, if Lite

numbers prepared by the U.S. Bureau of Mines arc discounted for
both time and risk, the present value (1976) of all royalties
estimated amounts to about 24 million dollars. This is a far cry
from the several billion dollars that might be inferred from the
tables. While the choice of risk factors and timing are arbitrary,
a wide range of factors will result in present value amounting to
millions, not billions of dollars.

A more concrete example of what present coal prospects look like
is available. According to the Alaska Scouting Service, a huge
coal complex is planned for the Beluga area. Informed sources
place annual production at an average of 5 million tons per year,
at a royalty of $0.30 per ton. Thus the revenue amounts to 1.5
million dollars per year. Assuming that production begins four



years from now, and lasts for thirty years, the present value of the
royalty (discounted at 8 percent) is about 12 million dollars. It
might also be pointed out that the project is still in the planning
stage and there is no guarantee that production will ever take place.

There is another point that needs to be made with respect to State
"losses.” This relates to the issue of .income foregone by the
State on resources traded off. Since economic rents are closely
tied to this discussion, we should briefly define the concept. We
can define economic rent as the revenue received from the sale of a
resource minus the real economic cost of producing the resource
(including a competitive rate of return on investment)

The importance of this corcept is that economic rent is a "surplus"”
above and beyond that necessary to bring a resource into production,
and that the economic rent is the only source of revenue from the

resource that the State may acquire. In other words, only if
economic rent 1is present will the State be able to impose any kind
of royalty or tax on the resource. If the rent is not there, and

the State attempts to impose a royalty, production will not take
place.

Hence, the question of what the State gives up in the transfer of

the resource is really a question of how much economic rent the

State stands to loose. The answer varies according to the assumption
one makes.

If we assume that the State uses its full power of taxation, then
100 percent of the economic rent can be returned to the State, and
the State has given up nothing in the transfer of the resource to
the private sector.

While the State is unlikely to do this, it is reasonable to expect
that the State will be as successful at "capturing” rents from the
private sector as it is in capturing them in its own negotiations.
Under these assumptions, the State again has lost little or nothing.

In other words, while the State may give up ownership of the resource,
it in no way gives up the ability to derive roughly the same revenue
that it would have derived otherwise. Whether it chooses to do so

or not is another matter.

The Issue of the State"s Fiscal Viability
The second major economic question that should be addressed is

"does the trade impair the future fiscal viability of the State?"
The answer is almost certainly no.



VI.

significant in the context of the numbers with which the State will be
dealing in the near future. In any event, the assumed foregone
income is substantially over stated.

In short, relatively small investments by the State over the next
20 to 30 years could easily endow an income stream in perpetuity
that would exceed anything that would likely be derived from the
lands and resources being given in the trade.

For these, and other reasons stated above, the future fiscal impact
of the trade is negligible.

Economic Consequences of the Trade

The final question of significance is the impact of the trade

on the general level of economic well-being in the State. In

all probability, total economic activity will be largely unaffected
b*" the trade. |If we assume that Cook Inlet Region, Inc., 1is as
development oriented as the State, then the net effect is negligible.

There are some factors that suggest that the trade will actually

lead to an increase in activity. For example, the State"s require—
ment of primary processing on timber sold from State land means that
privately owned timber of comparable quality is more readily market—
able. The fact that CIRI is a "for profit"” corporation nay also
promote development that might not have occurred if the State had
retained possession of the resources.

In any event, it is unlikely that the net difference will be of any

significance in the overall situation. The ISEGR projections indicate
that total personal income in the State in 1990 will be in excess of
10 billion dollars, even under the limited growth assumptions. It is

hard to envision the net consequences of the trade having much effect
on such a total.



A BRIEF SYNOPSIS OF TVIiTIMONY RECEIVED ON THE PROPOSED COOK INLET
LAND TRADE AS RECEIVED BY THE SENATE RESOURCES COMMITTEE

JOHN A. FARLEIGH
ADMINISTRATIVE ASSISTANT
SENATE RESOURCES COMMITTEE

* * * * * * * * *x X * * * * Kk * * * * *x * * * *x * * * *x * * * * *

FOREWORD
THIS SYNOPSIS, EXCEPT WHEN QUOTED, IS A PARAPHRASE OF TESTIMONY
RECEIVED. SOME OF THE TESTIMONY HAS BEEN OMITTED TO AVOID REPETITION.
IF EXACT LANGUAGE IS NEEDED, PLEASE FEEL FREE TO CONTACT ME, JOHN A.
FARLEIGH, AT THE SENATE RESOURCES COMMITTEE, ROOM 126, CAPITOL BUILDING.
| WILL BE GLAD TO LET YOU LISTEN TO THE ORIGINAL TAPES.



MEETING H

Briefing by Cook Inlet Region Incorporated as presented to the Senate
Resources Committee January 23, 1976 by Roy Huhndorf, President of

CIRI, and Monroe Price, Legal Counsel for CIRI.

The meeting started with Mr. Price explaining the black book that
Governor Hammond sent down explaining the proposed Cook Inlet Land
Trade. Mr. Price said that the State took the position during nego-
tiations that no producing oil or gas well or mineral resource should
be included in the trade with the exception of the Beluga-Capps coal
field. He mentioned that the State Mental Health lands, containing
approximately three/fourths of the known coal reserves, were excluded
from the trade area. The State had other interests to protect; such as
Cook Inlet's law suit,(CIRI vs. Morton) which calls for some State
selections under the 1972 settlement of State of Alaska vs. Morton

to be relinquished and made available for selection by CIRI. Also, the
State is currently receiving approximately $7 million per year in
royalties from the Swanson River oil and gas fields and fields on the
Kenai National Moose Range. The State insisted on protecting this flow
of revenue. Mr. Price felt that there was at least a 507. chance that
CIRI would have received these fields as they were included in the
Frizzel offer. (Then acting Secretary of the Interior, Frizzell had
made an offer to CIRI, but it fell through at the 11th hour.) At this
point, Senator Rader expressed a reluctance to transfer mineral rights
under this agreement because it might establish a bad precedent for
future trades. Mr. Price stated, that he felt that it would not set a

precedent because the State conveys the land to the Federal Government



who in turn conveys it to CIRI and because this trade was conceived under

a unique set of circumstances. In response to a question, Mr. Price said
that the State's figure ori the value of coal in the trade area is $15.9
million, discounted at 8% under the medium scenario. Mr. Huhndorf then
stated that the only reason that CIRI would accept so much of its entitle-
ment (up to 30 townships) out of region was that they would receive one
source of revenue capable of early production (Beluga-Capps coal field).
Senator Rader then asked if CIRI would accept cash or additional land for
the mineral rights the State is giving up. Mr. Huhndorf replied that the
settlement was worked out very carefully over a period of 8 months. He
felt that any substitution would void the agreement and that the Board of
Directors of CIRI was not "‘overjoyed" at the prospect of more negotiations.
Mr. Price said that the State has the expectation that CIRI will participate
financially in the development of Beluga coals. The area would be developed
faster which would be in the Icng term best interest of the State economy.
Revenues could be protected by severence tax rather than royalty. Senator
Poland mentioned that under section 7(i) of ANCSA, CIRI would have to share
70'/ of its coal royalties with the otner 11 Native Corporations, Senator
Rader then advanced the theory that CIRI would do better for themselves if
they took cash instead of minerals to avoid tne provisions of 7(i). Mr.
Huhndorf rebutted that the court might rule that the money is payment for
the subsurface rights; therefore section 7(i) would apply anyway. Mr. Price
added that if CIRI ends up with no subsurface rights, it would't be fair

to the other corporations that must share theirs. Senator Rader said since
the trade is now a proposal rather than an agreement, cash would not con-
stitute purchase of subsurface rights because the land has not yet been
patented to CIRI. When asked if there were any other mineral rich areas

being traded, Mr. Price replied, there are coal reserves on the Kenai



Peninsula, but most of that land is already in private hands and wouldn't
be eligible for Cook Inlet selection. Senator Poland asked if CIRI was
receiving their full entitlement under this agreement and Mr. Huhndorf

said yes. Mr. Price concluded that the State didn't get involved because
of inequity to CIRI but because they were trying to protect State interests.
Among them; lands near proposed capitol sites shouldn't be in private owner-
ship, protection of revenues the State was already receiving, good land use
planning and land management, and avoidance of instability due to federal

litigation.



MEETING ﬁ

A briefing on the Cook Inlet Land Trade by the Department of Natural
Resources as presented to the Senate Resources Committee February 4,
1976 by Guy Martin. Commissioner and Michael C.T. Smith, Director,

Division of Lands.

Mr. Martin opened his statement by saying that since his staff had pre-
pared the technical testimony for presentation to the Committee in
Anchorage on February 7, he would limit his testimony to a brief synopsis
of the historical, legal and resource management framework of the trade.
Mr. Martin went on to say: Here is the situation as of mid-spring, 1975.
CIRI protested the situation they were in because of a lack of suitable
lands for their selection. Most of the suitable lands were in eithe®
tentatively approved (TA) status or already patented by the State. CIRI
had entered into law suit with the Interior Department (CIRI vs. Morton).
CIRI entered into settlement negotiations with the Interior Department
which went on virtually unknown to the State. Acting Secretary of the
Interior Frizzell made an offer to CIRI which would have included among
other things, the Swanson River oil & gas fields, but the offer fell
through at the 11th hour. Upon failure to negotiate a settlement, CIRI
went to Congress for resolution of their plight. The State started to
lobby in Congress for its interests in the Cook Inlet area. There they
were asked by the House and Senate Interior Committees and Alaska's dele-
gation to intervene in the negotiations between CIRI and the Interior

Department. The State also felt that CIRI had a viable law suit, and



since the CIRI was asking the court to rule some State selections made
in 1972 void, the State was uncertain of any judicial outcome. There-

fore, the State administration decided to intervene in the negotiations.

Mr. Martin continued his testimony, "The Cook Inlet Land Exchange will be
the forerunner for other negotiations which are similar." Trades of this
type are essential for proper land management. Future trades will have to
be handled similarly to this one. We must establish a framework for future
trades. We must *‘deal with issues of value in a much broader prospective'
by defining and quantifying values other than tangible values. This is the
first attempt at solving this type of problem. We must use this trade to
help establish guidelines for future trades. In ether comments, Mr. Martin
said, the State is keeping the "lions share of the Beluga coal fields™ and
"the State must look to a severence tax to derive its revenues from these

or other mineral resources."

In response to questions, Mr. Smith said the following: Three/fourths of
the known coal reserves are in the State Mental Health lands and are not
included in the trade. Current leases under contract, in the Be”*ga coal
field, have a royalty set at 10if per ton. The leases are in effect until
1991 when they can be renegotiated. When asked what percentage cf the

known coal reserves the State is keeping is under lease, Mr. Snnh said,
all of it. The Stace has never had a program to collect coal dfta on its

own land. The data comes from people who obtain prospecting prrmits.



To obtain a lease you must get a prospecting permit and then be able to
prove that commerical quantities of coal exists in the lease area. There-
for, when a coal reserve becomes proven, someone has the right to take a
lease on it. The royalty is fixed at the time the prospecting permit is

issued, which currently is fixed at 3£ per ton.

Senator Poland then asked, CIRI maintained that the amendment to the
Statehood Act, waiving the equal value provision and ban against trades

of mineral estates, wasn't needed for this trade. Why was this included

in the Omnibus Act? Mr. Martin replied, "just as a safety factor." Jim
Reeves, Assistant Attorney General, Anchorage, added, ''that the principal
impact of that amendment is upcn the flexibility with which the Federal
Government will be free to conduct itself in undertaking other transactions.
Senator Croft then asked, why the Governor had changed his position and
said that he would not commit the State to the trade unless the Legislature
approved it. Mr. Martin replied, in our 'best legal judgement', we think
the Legislature should approve the trade as '‘an appropriate safeguard™ to

insure the legality of the trade.



MEETING #3
Cook Inlet Land Trade public hearing held in Anchorage Saturday,
February 7, 1976 before the Joint Senate & House Resources Committees

and other ‘interested Legislators.

Michael C.T. Smith, Director, Division of Lands, was first to testify.
However, due to a malfunctioning tape recorder almost all of his opening
statement was lost. He introduced Ross Schaff, State Geologist and
Director of the Division of Geological and Geophysical survey (DDGS),

who began to summarize open file report 94 entitled, *‘Economic and
Geological Resource Occurences in other areas of the Proposed Cook Inlet
Land Trade." The report was written by Patrick L. Dobey, Don L. Me Gee
and DDGS staff. Mr. Schaff stated, the "known coal reserves in the

Beluga land trade areais only 570 million short tons', while *‘the hypo-
thetical reserves within the land trade area amounts to 2 billion short
tons.” "'This does not include the 1.6 billion known short tons in the
Mental Health lands, which are not included in the trade. "In the Case
of known coals, we are %% sure that those coals are there." In the case
of hypothetical coals, "in our professional opinion', we think, the coals
are there. "Actually, this hypothetical estimate will be different
depending upon the operator or the investigator.” Total estimated loss in
royalities to the State, "to the year 2025 would range between $84 million
and $650.9 million™. If those figures are discounted ac 8% to present

day values, we're talking between $6.5 and $67 million in income to the
State lost. Discounted at 10%, between $3.7 and $42 million. This does not

include lease fees. ™Our report deals with the other trade areas and



here we are more or less in the realm of speculation, because of the
uncertainty of the actual land that will be traded.”™ *In terms of

the total trade, the State would be trading away a total of sos million
short tons of known coal." "In terms of hypothetical coal...s0 billion
tons would be our estimate." Just for comparison, "the total hypothetical
coals in the State reported by McGee in open file report 51, we're prob-
ably talking about 4 trillion short tons of coals." When asked, Mr.
Schaff replied, "V do not have any direct evidence that oil and gas
exists. W can speak of the potential.” When asked what would be the
earliest possible production date, Mr. Schaff replied, production would
begin in the trade area in 1981 at 1 million tons per year in the most
optimistic case and in 1990 at half a million tons per year in the
pessimistic case. The accumulative production at the end of 50 years
would be 150 million tons in the pessimistic case and 891 million tons
in the optimistic case, presuming a production rate of 21 million tons
per year. This is very optimistic as the largest coal producer in the
U.S. produces 7.4 million tons per year. Mr. Pat Dobey, co-author of
the report, added, *‘the assumption here is that somebody can absorb 21

million tons per year of our coal which is a tremendous amount of coal."

Cleland Conwel., a State mining engineer, was next to answer questions.
Senator Poland asked him if he had been asked to give an appraisal of
the trade area and if he agreed with the figures in the report submitted

to the Committee. Mr. Conwell replied that he had been consulted and



that he basically agreed with those figures. He went on to say that the
10i per ton royalty was misleading because it only applies to "‘one specific
lease granted in 1971 and that is only on 7,000 acres (less than 1/3 town-
ship). Furthermore, the State has the right to make adjustments in rents
and royalties if an inequitable situation exists. 'The State of Montana
recently has raised their royalty to, | understand, 33%' When asked how
soon mining could begin, Mr. Conwell replied, large scale mining - 10
million tons per year or greater - couldn't be done"in less than 6 years...
a 6 to 10 year time limit for a major operation is realistic." When asked
what the prime market might be, Mr. Conwell answered, for export to the

Pacific Northwest and Japan.

Next to testify was Steve Hackett, exploration geophysicist for DGGS.
Senator Poland asked Mr. Hackett what he had discovered through his re-
search in the trade area. Mr. Hackett replied, *‘Theie is  substantial
evidence that indicates that there is quite a bit of tertiary sediment

in the Beluga Basin north of the Castle Mountain fault. Senator Poland
asked, 'What does that mean?" Mr. Hackett replied, "the gravity and
magnetics in the area indicate that there could be a substantial tertiary
sediment which encloses the coal and possibly oil and gas resources within
the area of discussion.” \hen asked if he agreed with the report at hand,
Mr. Hackett said, "1 believe that this report refers specifically to a
coal evaluation and it does mention oil and gas potential, but the survey,
as such, just used known geologic evidence." 'l think that there is quite

a bit of evidence to indicate that there is oil and gas potential in the



Beluga Basin area that has not been previously considered." The only

way that this type of data can be expanded is by dr'lling."

Representative Smith then asked, if any of the trade area is under oil
and gas lease at present? Detro Denton, mineral leasing officer for the
Division of Lands, came forward to answer. He said, "I'm not sure. |
believe that a part of it is." Don McGee, co-author of the report, then

testified in support of the report, echoing comments made previously.

Dr. Ernest Wolff, employed at the University of Alaska's Mineral Research
Laboratory, then read a brief statement by Earl H. Beistline, Dean of the
School of Mineral Industry. In conclusion, Mr. Beistline said, "‘thus,

in my opinion, the State should retain as much of its mineral resources
as possible and make such resources available to the private sector for
exploration and mining. The rest of Dr. Wolff's testimony was lost to an
inaudible tape. Dr. Wolff did express similar feelings to those of Mr.
Beistline and did say that his was not the official position of the

Universi ty of Alaska.

Bill Waugeman, President of the Alaska Miners Association, testified in
favor of the trade. Mr. Waugeman did not however, represent the views

of the Alaska Miners Association.

Roy Huhndorf, President, Cook Inlet Region Inc., and his attorney, Mr.
Monroe Price, were next to testify. Mr. Huhndorfs testimony covered

the same material presented to the Senate Resources Committee, January ?*'
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Mr. Huhndorf said, "W (CIRI) did not seek an amendment to the State-
hood Act, nor did we consider such an amendment necessary to carry out
the terms of our agreement." Another new point by Mr. Huhndorf was,
"it has already been made clear from preliminary talks with some of
the lessees that CIRI will not be able to profit from the coal unless
it contributes, through capitol, to the acceleration of development.™
Senator Poland asked if Congress ™would be less sympathetic to the
State's needs if the State doesn't conclude the negotiations?"" Mr.
Huhndorf replied, yes, in nmy opinion. Senator Poland then asked if
CIRI intended to ''to draw out the coal?'* Mr. Huhndorf said, "'Yes,

we do."

David Jackman, (at that time) State Co-chairman of the Federal/State
Land Use Planning Commission, testified in his own behalf. Mr. Jackman
began, "'The Commission was presented with the rudimentary outline of
this land exchange at one of its earlier meetings. They communicated
their views of general approval for this kind of a land trade effort."
""The Commission viewed this proposed trade...as a very highly motivated
effort to try to resolve these kinds of problems which are likely to
occur time and time again in the next few years in this State."" The
Commission did authorize me to support legislative reform, "which t uld
set down guidelines and procedures and standa*-.s -for trades of this kind"
and "'to move away from the strict equal value cash appraisal type of
judgement.” Echoing his own feelings, Mr. Jackman said, as for CiRI's
extra-regional selection righto, CIRI has an additional 2 1/2 years to

select up to 30 townships out of region. Since CIRI, "will try to find

- 11 -



lands that will have high resource value  your displacing 30 town-
ships that otherwise might rank fairly high in the unfolding scheme
of State selection." The ext * egional selection pool, "‘comes from
those very lands that will be t..e prime candidate for future State

selections...and that's the basic sum of my concern.”

Testifying in favor of the trade, in order of appearance:

Sam McDowell, representing Alaska Fisheries Resources and
the Isaac Walton League

Helen Neinhauser, Anchorage resident

Virginia dal Piaz, President, Cook Inlet Chapeter of the
Alaska Conservation Society

Bob Rude, 1st Vice President, CIRI

Jeff Knaebel, Engineer and Engineering Consultant

Douglas Stark, Anchorage Engineer _

Andy Camkoff, General Manager, Knik Village corporation

John Alsworth, Port Alswort _

Nelson Ankapak, Calista Corporation _

Carl Armstrong, Chairman, Kodiak Regional Native Corp.

Jack Hession, Sierra Club

and finally Nels Anderson Jr., Chairman, House Resources Committee, read
a short statement by the Bristol Bay Native Corporation, in favor of the

trade.

Testifying against the trade was Homer Burrel, who said the legislature
did not have enough information to approve the trade and Chuck C. Hawley,
President of the Anchorage Chapter of the Alaska Miners Association, who

said the trade would be '‘detrimental to mining."
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Last to testify was Harold Galliet, Jr., Engineer and Engineering
Consultant from Anchorage. Mr. Galliet opposed the trade contending,
there is 13 billion tons of '‘recoverable coal' in the trade area,
over 6 times the amount contended by DGGS. Mr. Galliet advanced

that at a royalty of only 20tf per ton, the State would lose 2.7 to
5.8 billion dollars in future revenues. Much of Mr. Galliet's
testimony is inaudible. However, copies of his series of articles

or his plead ngs fi'ed in Superior Court are available from this

office.
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Dale P. Tubbs, Deputy Director, Alaska Division of Lands, expressed
many of the same reservations voiced by Mr. Jackman concerning the
proposed exchange. Mr. Tubbs specifically raised the question of
whether the State could transfer mineral rights appertinent to any
State land to any party, including the federal government, without a
legislative waiver of AS 38.05.125 (requiring that all leases, sales
or grants of State land contain a specific mineral reservation).

He expressed additional concerns as to whether the proposed exchange
would accomplish a consoldiation of State land ownership patterns.

Copies of Mr. Tubbs testimony is available on request.
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MEETING s)
The hearing on the Cook Inlet Land Trade held Thursday, February 12,

continued from the day before.

Mr. Roy Huhndorf, President, CIRI, opened the meeting with CIRI's position
in the trade. His testimony echoed presentations previously made to the

Committee.

Ross Schaff, State Geologist, Don McGee, Pat Dobey, Cleland Conwell
and Steve Hackett, all of the DGGS, made similar presentations to that

in Anchorage, February 7.

Bill Fackler, Executive Director, Royalty Oil & Gas Advisory Board and
former Deputy Commissioner of Natural Resources, testified in answer to
questioning, that he was not involved in the trade negotiations and

expressed some reservation over whether or not it was a good trade for

the State.

Htirold Galliet, Jr., testified echoing his testimony in Anchorage on

February 7.
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MEETING # 6
A continuation of meetings 4 and 5 held Friday, February 13, 1976.

Opening the meeting was Phil Holdsworth, former Commissioner of Natural
Resources, and a present member of che Joint Federal/State Land Use
Planning Commission. He expressed concern over the lack of quantification
of actual values involved in the proposed exchange. He feels that the
State may be giving up far more in mineral value than they are receiving
in purportedly equivalent value. In response to a question from Senator
Rader, Mr. Holdsworth took the position that the Legislature does not
have enough information before it on which to make a sufficiently

reasoned decision on whether or not to approve the proposed exchange.

Then we received testimony in favor of the trade from:

Roger Allington, Land & Engineering Officer, Sealaska Corp.

Russ Cahill, Director, Division of Parks, who mentioned
the recreational value of land received by the State
under the trade.

Ron Hawk, Sierra Club

Odette Foster

lola Harsons, Knik Canoers and Kayakers

The meeting ended with Mike Smith, Jim Reeves and Monroe Price answering

questions.
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P.0. Box 1796
Fairbanks, Alaska 99701

February 17, 1976

Honorable John Huber
Pouch V

House of Representatives
Alaska State Legislature
Juneau, Alaska 99801

Dear John:

This 1is to offer support for the proposed Cook Inlet Region land
trade as it has been negotiated by the State of Alaska, Cook Inlet

Rpgion, and the U.S. Department of Interior. This 1is a necessary
arrangement for which provisions have been made 1in the Alaska Native
Claims Settlement Act. It is diffic to see how any other arrange —

ment could be made which would satisfy the legitimate concerns of
the Cook Inlet Natives.

I am well aware of the intricacies and mechanics of this negotiation
and had received a briefing on it at the Department of the Interior
last fall. I believe the bargaining was done in good faith. ulti —
mately, this arrangement helps to put land 1into private ownership
which 1is one 1important aspect of the state"s future economy.

Please let me know your views on this subject. Thank you for your
consideration of these views.

"slhcerely,

/Jim Kowalsky



JAY S. HAMMOND
GOVERNOR

S tate o f A 1 as k a
OFFICE OF THE GOVERNOR

Juneau

December 26, 1975

The Honorable
John Huber
Box 2591
Fairbanks, Alaska 99707

Dear John:

Over the past monthg”-nTany~”of you have hearth-varying

reports regarding <he Cook Inlet Land Exchange”™ During the
extensive public process which tol"towed 1iirftTal announcement
of the proposal, a special briefing was held for legislators

which some of you attended, and a subsequent detailed

briefing was held for the Legislative Council which was also
well attended. Because some of you have not been able to

attend these meetings, | do want to bring the matter

attention, give you a current status report, and indicate my

intention to bring the issue before you.

The attached press release, 1issued at the time 1 indicated

I would give my support to the final agreement, 1is a good
summary of the agreement and the process which I intended to
follow. As a matter of policy, which 1 would have demanded
when 1 was a legislator, 1 intend to lay this entire matter
before you, and to provide full documentation and support.

Should the Legislature disapprove of the exchange, you

my pledge that 1 will not pursue to its implementation.

I obviously believe it is right, and perhaps the only wise

course the State could take. The final agreement has

Congress with the support of our entire delegation, and
resides on the President"s desk. The State is 1ihe final
link, and you are part of it. I look forward to discussing
this with you, for it is a unique and cooperative solution
to a difficult problem. I thought you would appreciate

report, and look forward to seeing you 1in January.

Enclosures
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e rtﬁwntof
N ati PR R e
GOVERNOR HAMMOND SUPPORTS COOK INLET LAND EXCHANGE PROPOSAL
IN CONGRESS

December 9, 1975
#301

Governor Jay Hammond has given Administration support to a
Congressional amendment authorizing Federal authority for the
Cook Inlet land exchange. Hammond said, "I am today authorizing
Administration support for the Cook Inlet land exchange. We join
with the Cook Inlet Region and the Department of the Interior in
this proposal to Congress which resolves a series of legal and
3and management problems in the Cook Inlet Regional, area to

the benefit of Alaska as a whole."

The State has little choice in the timing of Congressional
consideration of the amendment. It is expected the House
Interior Committee will act on December 10, on amendments to
the Alaska Native Claims Settlement Act, of which this land
trade will be a part. Before a final land exchange agreement
is consummated, however, it will also require approval from the

Cook Inlet Regional Corporation and the State".

%
Hammond said, "It is the clear policy of this Administration to
support open government, particularly on matters which affect
the future of State resources so substantially. For this reason,
I have directed that prior to the time the State gives 1its

i final approval to this agreement, the matter be submitted to the



