
579  SRES HB 72 0 -  HE 830  ' i s





6/2/78

SENATE

FURTHER: FINANCE

Date: _____________ _________

Mr. President:

The C o m m i tt ee  on RESOURCES____________________________ has h a d  cstm 72;)

State Land

u n de r c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the committee 

reports it b a c k  as follows)

( ) recomme nd s it do pass ( ) r ecommends it do n ot pass

( ) recommends it do pass w i t h  a t t a c h e d  amendment(s)

( ) recommends it be r e p l a c e d  w i t h  CS for _________________________________

a n d _____________________________________ ( ) n e w  title ( ) same title
- w.

( ) A N D  attaches a Letter of Intent ( ) Ne w Fiscal Note

( ) reports it b a c k  witho ut  r e c o m m e n d a t i o n

( ) and recomme nd s  it be r e f e r r e d  to t h e __________________ Committee

MEM BE RS  SIGNING
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Cha ir ma n
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DEPARTMENT OF FISH AND GAME
OFFICE OF THE COMMISSIONEH SUBPOBT BUILD INS JUNEAU 9SS0I

JAY S. HAMMOND, GOVERNOR

J u n e  10, 1978

T h e  H o n o r a b l e  K a y  P oland

A l a s k a  State Legislature ----

Pouch V
J u n e a u ,  A laska 99811 

D e a r  Senator Poland:

Y e s t e r d a y  y o u  requested the D e p a r t m e n t  to poll the B o a r d  of G a m e  to 

d e t e r m i n e  their v i e w s  rega r d i n g  C S H B  960 ( F i n a n c e ) a m  as written 

r e g a r d i n g  the "subsistence issue" a n d  the establishment of a "Division 

of Subsistence" in the D e p a r t m e n t  b y  legislative m a n d a t e .  Insofar 

as w a s  possible w e  contacted the B o a r d  m e m b e r s  y e sterday afternoon 

a n d  e v e n i n g  with the results as indicated below. Six of the se v e n  

m e m b e r s  w e r e  r e a c h e d — Jim R e a r d e n ,  Clint B u c k m a s t e r ,  Charles E v a n s ,  

Darrell F a r m e n ,  Pete Nelson, a n d  S a m  Harbo; S i d n e y  Hun t i n g t o n  w a s  

not available.

(1) All six w e r e  o p p o s e d  to the legislation as written; I feel confident 

in saying that I believe S i d n e y  Huntington also w o u l d  be oppo s e d .

(2) Four, a n d  to that I w o u l d  a d d  Huntington to m a k e  five, w e r e  o p p o s e d  

to a n y  s u c h  legislation being p a s s e d  regardless of language; 

t w o - - C h u c k  E v a n s  a n d  Clint Buckn-'ster— felt they could support 

C S H B  960 if the Department's s uggested a m e n d m e n t s  w e r e  adopted.

In addition, w e  attempted to poll the B o a r d  of Fisheries as well, but w e r e  

less successful. O n l y  four of the s e v e n  w e r e  r e a c h e d ~ - N i c k  S zabo, G o r d o n  

J e n s e n ,  H e r m a n  S c h roeder, a n d  Calvin Fair. All w e r e  o p p o s e d  to C S H B  960 

as written. S z a b o  w a s  o p p o s e d  to a n y  legislation b e i n g  p a s sed. Jansen, 

S c h r o e d e r ,  a n d  Fair felt they could support the bill if the Department's 

s u g g e s t e d  a m e n d m e n t s  w e r e  adopted .

I will stick m y  n e c k  out a n d  say that I think all m e m b e r s  of the two B o a r d s  

believe that there is little n e e d  for this k i n d  of legislation a n d  that the 

subsistence question c an be h a n d l e d  quite adequately u n d e r  a modified
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-" ‘p.1.' >’-- ■xim.
- 2 - J u n e  10, 1978

regulatory s y s t e m  ( w h i c h  w e  are w o r k i n g  o n  n o w )  . I believe too that all 

w o u l d  object to the Legislature establishing a n y  organizational unit within 

the D e p a r t m e n t  b y  State law, as h a s  b e e n  d o n e  already with r e g a r d  to the 

Fisheries Rehabilitation, E n h a n c e m e n t  a n d  D e v e l o p m e n t  Division.

T h e  D e p a r t m e n t  w o u l d  like to p r o p o s e  two additional a m e n d m e n t s  to C S H B  960. 

A g a i n ,  both w e r e  o v e rlooked in o u r  previous r e v i e w  and, again, I apologize 

for that lack. O u r  proposals are as follows:

(1) p . 5 Sec. 11 (Sec. 10 as p e r  Dept.'s earlier r e c o m m e n d a t i o n s )

A S  16.05.257(h)(2) lines 26-29.

W e  s u g g e s t  the elimination of this section, a n d  insteadT-eave the 

existing l a n g u a g e  presently in the Statutes. Present l a n g u a g e  

r eads as follows:

(2) "subsistence hunting area" m e a n s  a n  area designated b y  the 
b o a r d  as primarily important for subsistence use a n d  in w h i c h  it 

is unlikely that subsistence n e e d s  will b e  m e t  if recreational 

hunting, including hunting for trophy p u r p o s e s ,  is permitted 

or if certain m e t h o d s  a n d  m e a n s  are continued, (s 1 ch 199 

S L A  1975; a m  s 2 c h  269 S L A  1976)

T h e  l a n g u a g e  stated in C S H B  960 w o u l d  be too n a r r o w  a n d  I 

believe not in compliance with the State Constitution b e c a u s e  of 

discrimination in permitting only subsistence hunting in a 

"subsistence hunting area." T h e  existing Statute l a n g u a g e  is 

m o r e  flexible in that control of hunting also could be h a n d l e d  via 

" m e t h o d s  a n d  m e a n s , "  as well as b y  other regulatory constraints.

(2) p .6 Sec. 14. A S  16.05.930(e), lines 17-18.

L a n g u a g e  hare n e e d s  to recognize the responsibility of the B o a r d s  

to set regulations. I suggest that it be a m e n d e d  to the following:

Line 17-18 ".. .except that the appropriate B o a r d  or the C o m m i s s i o n e r  

b y  delegation of the appropriate B o a r d  m a y  prohibit....

T h a n k s  again for allowing us to state o u r  v i e w s  r e g a r d i n g  this important 

piece of legislation.

Sincerely,

R o n a l d  O . Skoif 

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





M a r c h  9, 1978

H o n o r a b l e  J a y  S. H a m m o n d  

G o v e r n o r  of A l a s k a  

P o u c h  A
Juneau, A l a s k a  99811 

Dear G o v e r n o r  H a m m o n d :

In r e v i e w i n g  the c o n cept of land credits, one of the m a j o r  problems as 

w e  d e f i n e d  it to yc.u in our letter of M a r c h  3 was to m i t i g a t e  the effects 

of those p e r sons w h o  w o u l d  acquire land w i t h  no o b ject other than for 

resale. A f t e r  r e v i e w i n g  other land distr i b u t i o n  programs, including 

past St a t e  programs, it seems to us that combining y o u r  concept of land 

c r e dits w i t h  some use requirements on land night be a m o s t  attractive 

s y s t e m  for p l a c i n g  land in private hands and insuring an o r d e r l y  d e v elop­

ment of the State.

U nder this proposal, land credits w o u l d  be acquired b y  r e s i d e n c y  in the 

m a n n e r  in w h i c h  y ou have proposed. However, in order to v a l i d a t e  his 

land c r e d i t s  the individual would ha v e  to place i m p rovements upon the 

land he secured. T he value of the improvements wo u l d  then v a l i d a t e  his 

land c r e dits up to the total amount wh i c h  the i n d ividual h as credited.

For example, a p erson w i t h  15 years residence would h a v e  $15,000 in 

credits. If h e  p urchased land from the State to the va l u e  of $20,000 

and then p laced $20,000 in improvements upon that land, he w o u l d  vali d a t e  

all of his credits and in essence a c q uire the land for only $5,000, the 

d i f f e r e n c e  b e t w e e n  his credits and the total purchase price.

Ca s h  co u l d  always be substituted for land credits, thus, individuals w h o  

did not w a n t  to m a k e  improvements n ow a re not foreclosed from either 

land p u r c h a s e  or the later use of their credits.

In this system, the individual w i t h  long residency w i l l  still, in essence, 

a c q u i r e  free land or almost free land, but he must u s e  it t h e r e b y  c o n t r i b­

uti n g  to the total development of the State. This w o u l d  i nsure that 

lands w o u l d  not b e  taken out of p r o d uction to be held for long periods

7 3 3  W .  F O U R T H  A V E N U E ,  ‘ . U lT E  4 0 0  
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purely for speculative purposes as has happened to so m u c h  of the land 

sold u n d e r  earlier State sales and acquired under F e d e r a l  h o mestead 

programs. Th i s  s ystem could be applied on a ny State land disp o s a l  

p r o g r a m  including commercial lands if desirable. The r e s i d e n c y  requir­

ement w i l l  largely insure that it w i l l  be used pri m a r i l y  for residences, 

farms, and other individual type uses, rather th a n  corp o r a t e  uses.

I b e l i e v e  a large segment of the public wo u l d  find this a m o s t  attractive 

a d d i t i o n  to land credits because it wo u l d  benefit that s e g ment of society 

w h i c h  was c o n tributing the m o s t  to the State overall. It w o u l d  also 

a l l o w  the substi t u t i o n  of "sweat equity" for cash, thus a l l o w i n g  persons 

to con t r i b u t e  up to 60 or 70 percent of the total v a l u e  in their own 

labor.

I do not believe that the problems of a s sessing i m p r o v e m e n t s  wo u l d  be 

insurmountable. I also believe that a s y s t e m  of conv e y i n g  i n t e r i m  title 

could b e  w o r k e d  out w h i c h  would satisfy the financial i n s t i t u t i o n s  wh i c h  

w o u l d  b e  involved i n  financing these improvements.

Sincerely,

/s/ W alter B. Parker

W a l t e r  B. Parker 

State Co-Cha i r m a n

W B P :go
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March 2 , 1978

Honorable -lay S. Haisaond 
Governor of Alaska 
Pouch A
Juneau, AS 99&11

EE: Proposed Alaska Hoawstead land Credit Act

-Dear Governor Hammond:

We have reviewed the proposed Alaska Land Credit Act as incorporated in 
the draft of February 24, and vc ask you to consider the following 
points: .

*

1. Generation of Purchasing Power: On the basis of rough esti­
mates, it is clear that the Act would generate an immense 
amount of potential purchasing power which can be applied to 
State lands. 4 M B H W t e n t  population levels. $20Q.Q0i)r00fl w o r t h 
_Of credits voulcfbr addrcl rai-h- VCur (‘AOQ.QQQ x S5QQ1. In 
aadition, as soon as the Act takes effect, there will be a 
backlog of purchasing power held by people who have resided in 
Alaska for more than a year- Time does not allou for a complete 
estimate of this backlog, but it is fairly safe to assume that 
there is a core of at least 100,000 long-term Alaskan residents 
who have been in the State for 20 years. Their accumulated 
purchasing power alone amounts to $1 ,000,000,000 (10 0,0 00 x 20 
years X $500).

Only a faction of this purchasing power will be ererciaed 
immediately. Census data indicates that roughly 40 percent of 
the recipients of Credits will be below the 1 8-year-old age 
U n i t  and many people will choose to accrue several credits 
before using them. Instead of immediate spending of credits, 
there will be a gradual build up of purchasing potential as 
people store their credits, aa $2 0 0,000,000 or more worth of 
credits is added each year, and as new citizens reach the age 
of 18. From the pracedioft estimates, it is reasonable to 
gsstcac tln«L by 1$B5'there will be at least Si,000,000,000 
yorth ot land credits held by people over 18.

1. The attached memo to Michael C.T. Smith supports these estimates. 
Average residency of the total. Anchorage population is 9*4 years.

W. FOURTH rtVFNUr, SUITE 400 
ANCMOKAUS. ALA9«A 997-01
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2 . Laud D e m a n d ; The credit system w i l l  c a k e  pot e n t i a l  purchasers 

of S L a t e T S n d  out at people w h o  have n e v e r  e n t e r tained the 

idea o f  a c q u i r i n g  Stat** property before. People w i l l  s trive 

to b u y  l a n d  whether or h ot they need it f or use purposes, 

s i m p l y  to c a s h  in on. their credit*;. Credits wi l l  give ev e r y 

citizen a v e s t e d  interest in rapid State land disposal and the 

A d m i n i s t r a t i o n  will be subjected to enormous p r e s s u r e s  to p u t  

l a n d  on the m a r k e t  as rapidly a* possi b l e  regardless o f  the 

s u p p l y  o f  available land o n  t h e  p r i vate m a r k ^ L  a n d  regardless 

of w h e t h e r  S t a t e  land is a c t u a l l y  needed for use purposes.

S o m e  lands c a y  be used, b u t,turning credits into cash wo u l d  

I n e v i t a b l y  b e  the overwhelming objective o f  most p e o p l e.

3. L a n d  S u p p l y : The ques t i o n  t h e n  beeoaes w h e t h e r  t h e  A d m i nistra­

tion can snake lands available in quantities that w i l l  ca t c h  

the p u r c h a s i n g  power generated b y  the land credit s ystem and, 

c o r e  b a s ically, w h e ther this is desirable i n  terms of p u b l i c

a n d  p r i vate costs and benefits. In answering the first question, 

it is i mportant to recognize the real requirements in terms of 

time and m o n e y  for m aking State lands available for conveyance 

to p r i v a t e  citizens. To give p r i v a t e  citizens mar k e t a b l e  

title a n d  reasonably useable and accessible l a n d . lands m u s t  *
. b e  surveyed a n d  rights-of-way o r  casements fitting the toooprr.inhv 

'm u s t  be rese r v e d  to and through land* which arc c o n v e y e d . 

Otherwise, p u b l i c  and private lands b e y o n d  will b e  land-locked 

a n d  rendered useless and valueless. T h e s e  r e q uirements—  

s urvey and access reservation— arc minimal. Lands should also 

b e  inventoried so that suitable lauds are made available.

Th e r e  should be a process of consultation with Tfleal f t o v e m ^ n f.. 

Under the St a n *  L o u s u m t i o n ,  p ublic n otice is requ i r e d  b e f o r e  
a o y  land m a y  b e  disposed.

A l l  these components o f  a responsible la n d  offering require 

time a n d  people. Between 1966 and 197A, during the m o s t  

i ntense era o f  State land disposal, w h e n  land was disposed in 

20- and A o - a c r c  tracts, with n o t hing mo r e  than p a p e r  section 

line access, the State was only able to sell 138,000 acres and 

to lease 3 2 3 ,000 acres, an average of ab o u t  46,000 acres per 

y e a r  o v e r  a p eriod of about 10 years.

If the SL a t e  wrr e  to try again to make a b o u t  50,000 acres 

available e a c h  y e a r — which, as under the previous program, 

w o u l d  also necessitate selling land w i t h o u t  useable access i n  

tracts far larger than required for Individual u se— it still 

w o u l d  c o t  b e  able to satisfy the pu r c h a s i n g  power generated b y  

land credit buiLd up, i t  an average v a l u e  of 81,000 p e r  a c re. 

5 0.000 acres p er year woufiToiTiv provide $liO,oftfl,nr.)Q w o r t h  o f 

avail able l a n d . This amounts to only o n e - q u a rter of the 

a m o u n t  ~of c redit value aihfed each year a n d  o n e - t w e n t i e th t he 
Frnlii up in crertits anticipated b y  1985.



I*. Impact on Other Uses; This lag between the build up of spendable 
credits and the supply of available State land will generate 
intense pressures to put laud on the narket, simply so people 
can cash in their credits. In relation to this pressure, 
actual land needs for individual use will ccasc to be a signifi­
cant consideration. It will be argued that by granting credits, 
the State assumes an obligation to make land3 with a coze ns  urate 
amount of real estate value available for private acquisition. 
Since real estate values diminish rapidly as one moves to 
inaccessible lands far frora Communities and road and water 
access, the pressure will be to dispose t«ich of the State 
lands near road access, waters, and ccatuunitles. But 

' are also the lands that often have conflicting values fcr 
other purposes. Under the deaand/gngply ratios that pa have
n r e j e c t e d ,  i t  i r i l l  b o  f tn  P » T n N i n  a n .
appropriate balance between lands Sox. usv and accessible
jmblxc l a n d s  that can he used for resource developcwjit and fnr 
h untioft. fishing, snowaobiling, skiing, and other public 
purpoaes. ~ ~ ~ ~

5. Inpact of the Bill on Land Brices: Two possible outcomes nay 
result, depending upon disposal procedure;!: followed. Assuming 
the State lands are made available at a fixed price at or 
below "fair market value," then the effect of the program will 
lead to an overall decrease in land pricea or result in a 
lower growth rate for land prices than would occur in the 
absence of such a program. The reasoning is as follows: 
Creation of land credits, applicable only to State land 
disposals, will shift land deiianda from the private sector to 
State lands, resulting in decrease in demand for land in the 
private sector. Secondly, after initial disposal of State 
lands, these lands become part of the aggregate supply of 
private sector lands. In other words, there will have been an 
increase in the supply of private sector lands. J ’hc effect of 
both the demand and supply schedule shifts will be to reduce 
overall land pricea. either in absolute. L e m s  or with respect 
to the rate of growth.

It is worth noting that this program would be concurrent with 
transfer of lands to the Natives under M C S A .  This increase 
in the supply of private sector lands will. h I g o  exert downward 
pressures on overall land prices. At the same time, the land 
credit program, also creating downward pressure on land prices. 

"tends to reduce the value of Native lauds.

The second possible outcome occurs if State lands arc disposed 
of under a competitive bidding process. In this case, the 
individual can be espectcd to pay, as a raoxiown, an amount 
equal to that which would have prevailed iu die private sector. 
However, to this maximum "out of pocket" figure may be added 
the value of land credits (since they are ''free" and cannot be

3



used otherwise) thus resulting in a dollar transaction figure 
greater than t h a t  which would have occurred in the p r i v a t e  
seetorr The result fin this case is an artificial inflation of 
land prices. While such lKi&tioa nay not be sustained by the 
'private sector (the private sector will not pay sore for a 
parcel acquired in such a manner than the parcel would have 
traded for in the private sector) the State cay help perpetuate 
such prices if future State land value appraisals reflect 
these transactions.

6 . Impact of "Ra-diaposal**: A  situation may develop in which
individuals attempt to ”cash in” their land credits. Since 
these crrdifcs are not transferable or assignable, tfes only vny . 
to.convert theai to cosh is t& require load ocd dispose of the  
land in the private sector. Since the land was acquired using 
free land credits, art iedtvidual may he willing to dispose of 
hi.$ land for substantially less than the initial transaction 
price. In this case, the overall effect on land pricea would 
be downward.

An alternative scenario of so.me importance is one in which a 
major land acquiring corporation offers to ’’cash cut" land 
credits. Thi3 night result in the corporation acquiring a 
large number of scattered tracts, or alternatively sight 
provide, a Deans for acquiring large contiguous tracts. In 
short, the land credits proposal aay provide a device for 
concentrating land ownership. _

7 . ^onstituti.QnalitvL While our staff has not yet had an opportu­
nity "to~3o"lietailed research, we have reservations about the 
constitutionality of Section AS 38.05.057(d). JEven though the 
residency period for initial Qualification to participate in 
the prograa Is relatively short, this subsection is suspect 
because it provides for the accrual of benefits on the basis 
of durational resiocncyT This preference for long-term resi­
dents over short-tcrra residents may abrogate provisions of the 
Constitution which were adopted to foreclose states from 
providing special benefits to their own citizens, a situation 
which occurred frequently under the Articles of Confederation, 
the precursor of the Constitution. In examining the constitu­
tionality of subsection (d), this central tenet oust be viewed 
within the context of a few eases uhLch have permitted Etates 
to provide limited preferences to local residents in the 
allocation of natural resources. Eecause subsection (d) is so 
integral to the conceptual foundation upon which the land 
credit act is premised, we believe thut the type of research 
which v?e are suggesting must he undertaken before this draft 
legislation is finalized. ~



S. Difficulty in Administering Residency Requirement: Beyond the
legal considerations just mentioned, we believe that subsec­
tion (d) would be extremely difficult to administer. The 
enactment of this subsection. vould necessitate the creation of 
a large and costly bureaucracy to determine the validity of 
hundreds g ( thousand? oi residencyclaims, each of which vould 
involve different sets oi facts. Even if such a bureaucracy 
were established, the difficulties inherent in disproving a 
claim of residency and the great monetary benefits involved 
conld well generate widespread abuse of the program. This 
possibility is increased in the situation under discussion 
here, because the draft legislation docs not caudate objective 
Criteria for proof of residency. Tn our opinion, the likelihood 
of future administrative and pragmatic ptooleas associated 
with the .implements tfoa of subsection (d) should weigh heavily 
in any decision to propose the land credit act.

9. leasing: We note that Section 2(a) of the bill refers to
leases, whereas Section 2(e) says that credits cannot be used 
for lease payments. We expect that the practical effect of 
such a prohibition would be to virtually eliminate leasing as 
a tool for State land availability, since any State land 
program to which credits cannot be applied would be very 
unpopular. That outcome would be unfortunate, since leasing 
is well suited as a means of protecting long run public 
interests while allowing current use. Because tru3t land 
transactions must be at market value trust ja n iis  mist be 
exempted from any credit urogram. If this is done, tlitire j.s 
no_£caspn tq esesBfc leased lands in se&qal*..

10. Growth Inducement: Essentially, the program pays people $500
per year to live in Alaska. Such a program is bound to generate 
considerable national publicity. The program*S potential tn 
attract people to Alaska should be~considered.

In summary, we think that tht? land credit program will ftmrmtr additional 
pressures for very rapid disposal of State lands that may 
sound land administration. Although similar pressures would occur under 
a homestead program, the pressure generated by the land credit approach 
would be more pervasive, since benefits would accrue to each citizen 
automatically without any significant initiative. Moreover, since land 
credits could be applied to most State land disposal programs, thg 
effects described above would affect State land administration on an 
across tbc board basis. .Clearly, we want to_j.iake lands available for 
private use, but this Can be done effectively under an array of well 
suited programs without a credit system. _The land policy bill, dcvrlnprrf 
"in L'ffnperation with members oj your Administration, embodies this Concent.

We appreciate the complexity of current circumstances surrounding State 
land issues, and complement you on the consideration that i3 being 
devoted to this extremely important natter. The Commission and its

5



staff stand ready to help in anyway that we can as your deliberations 
continue.

/  Sincerely, /

Wa.l trr B. Parker 
State Co-Chairman

Enclosure (1)
1. Memo dtd, 2/28/78 U  M - ^ a e l  

** tion and Residency in ka

Sincerely,

Esther C. Wunnicke  

federal Co-Chairman

C.T. Smith from George Gee, re. Popula



M I C H A E L  C .  T «  S M I T H .  

A s s i s t a n t  C o m m i s s i o n e r

F e b r u a r y  2 8 ,  1 973

P l a n n i n g  a  c l a s s i f i c a t i o n

S T E P E S M  R E E V E ,  C h i *

G E P K G E / G S E ,  S e n i o r  P l a n n e r  

P l a n n i n g  £ C l a s s i f i c a t i o n
P o p u l a t i o n  a n d

R e s i d e n c y  i n  

A l a s k a .

T h i s  s s e i a o r a n d u n  i s  I n  r e s p o n s e  t o  y o u r  r e q u e s t  f o r  b a c k ­

g r o u n d  d a t a  C m  A l a s k a ’ s  p o p u l a t i o n  a n d  a v e r a g e  l e n g t h  o f  

r e s i d e n c e  w i t h i n  t h e  s t a t e *  s p e c i f i c a l l y ,  i t  i s  a d d r e s s e d  

t o  t h r e e  q u e s t i o n s :  • '

1 *  H O W  m a n y  p e r s o n a  i n  A l a s k a  * 3  p a p u l a t i o n  a r e  1 3

y e a r s  o r  o l d e r ?  C o w  m a n y  a r e  y o u n g e r  t h a n  ' 1 8 ?

2 *  .  w h a t  a r e  t h e  a v e r a g e  y e a r s  o f  r e s i d e n c e  f o r

p e r s o n s  1 3  y e a r s  a n d  e v e r  a n d  f o r  p e r s o n s  u n d e r  1 3  

. y e a r s  o f  a g e ?  .

3 *  A r e  t h e r e  d i s t i n c t i v e  p a t t a r n s  o f  c h a n g e  i n  t h e

a g o  d i s t r i b u t i o n  o f  A l a s k a ’ s  p o p u l a t i o n  a n d  i n  t h e  

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

A s  y o u  k n o w ,  w e  h a v e  r e a c h e d  t h e  l a t e  i n t e r c e n s a l  y e a r s  a n d  

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

E v a n  e s t i m a t e s  o f  t o t a l  s t a t e  p o p u l a t i o n  f r o m  d i f f e r e n t  

c r e d i b l e  s o u r c e s  s h o w  s i g n i f i c a n t  d i v e r g e n c e .  D e t a i l e d  d a t a  

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

p r a c t i c a l l y  n o n e x i s t e n t -  M o t i o n s  f o r  t h e s s  w i l l  h a v e  t o  b e  

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

a v a i l a b l e  a n d  p e r t i n e n t *  T h u s ,  t h e  b a s t  w e  h a v e  a t  h a n d  l a  

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

b u i l t - i n  l i m i t a t i o n s ,  p r o v i d e  a  b a s i s  f o r  m a k i n g  s o m e  

r e a s o n a b l e  c o n j e c t u r e s .

1 * J f o w  m a n y  p e r s o n s  a r e  1 8  y e a r s  o r  o l d e r ?  T h e

A l a s k a  D e p a r t m e n t  o f  L a b o r  e s t i m a t e d  t h e  s T u l y  1 9 7 6  

s t a t e  p o p u l a t i o n  t o  b e  4 1 3 , 2 3 9  p e r s o n s .  T h e  U . S .  

C e n s u s  p u r a n u ' s  c o n s e r v a t i v e ?  e s t i m a t e  o f  3 0 2 , 0 0 0  

p e o p l e  g e n e r a l l y  i s  c o n s i d e r e d  l e s s  r e l i a b l e .  

H o w e v e r ,  t h e  B u r o a u  d e v e l o p s  i t 3  p o p u l a t i o n  t o t * x l  

v / i t h  a n  a g e  p r o f i l e  c o m p o n e n t :



First, o n l y  three sources or i n formation were 
found to shed light on this Issue* A  1977 s u r v e y  
in t h o  Anchorage area gave the f o l l o w i n g  years o f  
r esidency distribution for about 1 2 0 0  households:

Years o f  Keeidence P e r c e n t a g e  of • •
in Anchorage Hou s e h o l d s

Mean years of residence « 9.4 years

Med i a n  years of rasidence " 6*0 years



HMH

A s im ila r 1 9 7 6  survey o f  4  OS households in  the North S ta r Borough, y ie lded these find ing s ;
Years o f  Residence in  N o r t h  s ta r  S o r o u s h   ■ - - .......   1---1---- r - ‘— - - - - «-*

0 - 1

2 - 3

4-10

11-20

• . 2 0 +  - • •'

Percentage o f Households
26

23

17 

• IS

rad ian  years o f  residence ** S . 4  years

Although these re s u lt s  are fo r  households instead o f  -individuals# they can probably be taken as ind icative fw r the la t t e r .© n ly ‘ about 1 5  percent o f the respondents both surveys ind icated  they had liv e d  sosavhera e lse  in  AlaBka p r io r  to  moving to  th a ir  respective municipality* Tints# something l ik e  
6  to  1 0  years would probably provide a f a i r  ranee to r nverane leng th  Of re s idence to r  people m  these two nanor populatxan 
centers o f  A laska*
Thera i s  ve ry  l i t t l e  basis fo r  determining how residency 
d i f f e r s  f o r  people under snd over ID years o f  age* The 1 9 7 0  census f o r  A laska does suggest some basis f o r  guesoing derived from the responses'to the question ; where did'you l i v e  in  1 9 6 5 ?

a . one -th ird  o f  the child ren between 0  and 3  years o f  aga ware 5  year residents?
b* 4 0  percent o f  the child ren -ftges 1 0  to 1 9  were 

5  year residents?
C. on ly  about 1 4  percent o f people 2 0  to 2 9  were 

5  year res iden ts ;
d . between 2 5  and 3 0  percent Of t h e  people between 3 0  and 44 years were 5  y e a r  residents?
e . over h a lf  o f  the people 4 5  years and o ld e r were 5  year residents-







HOUSE RU LES  COM M ITTEE L E T T E R  OF IN T EN T  TO ACCOMPANY HB 763

I t  is t h e  i n t e n t  o f  t h e  L e g i s l a t u r e  t h a t  a f t e r  p a s s a g e  of 

H B  7 6 3  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  C o m m e r c i a l  F i s h i n g  a n d  

A g r i c u l t u r e  B a n k  s h a l l  i n s t i t u t e  a p l a n  o f  w o r k  to i n c l u d e :

(1) w o r k  w i t h  f e d e r a l  f a r m  c r e d i t  s y s t e m  r e p r e s e n t a t i v e s  t o  

d e v e l o p  p o l i c i e s  a n d  a g r e e m e n t s  f o r m a l i z i n g  t h e  w o r k i n g  r e l a t i o n s h i p  

b e t w e e n  t h e  b a n k  a n d  t h e  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s  a n d  t h e  

F e d e r a l  I n t e r m e d i a t e  C r e d i t  B a n k  o f  S p o k a n e ;

(2) tat. c o m p l e t i o n  o f  s u f f i c i e n t  m a r k e t  r e s e a r c h  t o  d e t e r m i n e  

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

f u t u r e  c a p i t a l  r e q u i r e m e n t s ;  a n d

(3) t h e  c o m p l e t i o n  o f  a f i n a n c i a l  p r o p o s a l  t o  b e  s u b m i t t e d  

t o  t h e  c o m m i s s i o n e r  o f  r e v e n u e  in s u p p o r t  o f  a p r e f e r r e d  s t o c k  

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

t e r m s  o f  t h e  s t o c k  a n d  a s c h e d u l e  o f  s t o c k  r e p u r c h a s e  b y  t h e  b a n k -
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LEGISLATIVE AFFAIRS A G EN C Y

March 27, 1978

M E M O R A N D U  M

SUBJECT: HB 763: W.O. #15/R

TO: The Honorable Al^in Osterback

FROM: John William/^^Jt  )

Research Ana'fyzx[/

You have asked that we prepare an analysis of HB 763, an Act relating to 

commercial fishing and agriculture. Following is a general description 

of the bill. We will first discuss the bill from a general perspective 

and then specifically address the issues of the purpose of the develop­

ment bank, the structure, financial aspects, and the eligibility require­

ments.

OVERVIEW

HB 763 repeals the commercial fishing loan act (AS 16.10.300-370) and 

creates the Commercial Fishing and Agriculture Cooperative Development 

Bank (it does not repeal the Alaska Agricultural Loan Act— AS 3.10).

The bank is subject to the provisions of the cooperative corporation 
lav/s (AS 10.15.005-600) except as otherwise specifically provided for in 

the bill.

The bank is to be initially capitalized via purchase by the State of 

non-voting preferred stock in the corporation. The initial seed money 

is to be repaid to the State within 20 years from the profits of the 

bank and from the purchase of stock by fishermen and farmers. If the 
State's initial investment is not returned within 20 years, the commis­

sioner of Commerce and Economic Development may dissolve the corpora­

tion.

The bank rnay borrow money, lend money, guarantee loans, joint venture in 

loans with institutions of both the public and private sectors, hold 

equity interest in enterprises of its members (not to exceed 49%)s and 

may issue bonds.

PURPOSE

Section 2 of HB 763 describes five purposes of the Act (economic assist­

ance for Alaskan commercial fishermen and farmers, to encourage utili­
zation of agrarian and fishery resources, encourage technological devel-
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opment in those two renewable resource industries, and to promote a more 

rapid development of the agricultural industry). The bill will also 

have the effect of encouraging members of those industries to form 

cooperatives and perform decision making through peer group processes. 
The intended impact, however, is to insure the availability of financial 

resources for expansion of the fishing and agricultural industries in 

the State.

STRUCTURE

The bank is clearly modeled after components of the federal farm credit 

system, which were initially financed by the federal government and 

subsequently fully owned and financed by the members. The federal seed 
money was repaid, at which time federal involvement in the system was 

terminated (other than as a regulatory overseer).

The Commercial Fishing and Agriculture Cooperative Development Bank is 

established as an instrumentality of but separate from the Department of 
Commerce and Economic Development (Sec. 3). It is governed by a Board 

of Directors (three in number), with the initial directors appointed by 

the Governor. Subsequent directors are elected by the shareholders and 

serve three year terms. The directors are charged with filing the 

articles of incorporation and with adopting bylaws. They shall also 

establish the value for and issue stock in the bank, as well as set out 

a schedule of guidelines for loans made by the bank. A director of the 

bank is prohibited from voting on matters for which he or she has a 

conflict of interest (Sec. 41.45.190).

FINANCIAL ASPECTS

Capital ization

The bank is initially capitalized by the sale of preferred stock to the 

State (50-80% of issuance) and to members. Membership stock is issued 

in the amounts and with the value determined by the Board of Directors.

Sections 41.45.120-180 provides for bonding powers. The bank may issue 

bonds at its discretion, except that the maturity of any issue may not 

exceed 30 years, and the bank may not pledge the full faith and credit 

of the State. All property and bond issuances of the bank are tax 

exempt and legal investments for fiduciaries.

Sec. 41.45.210(15) allows the bank to borrow money and issue secured or 

unsecured evidence of indebtedness.

Lending

As mentioned earlier, the bank is fashioned after the farm credit sys­

tem. To be eligible to borrow from the bank, a lendee must bo a partic­
ipant in the bank. The farm credit system specifies that a member must 

own at least 10% of t' e value in stock of an outstanding loan. A mini­

mum participation is not specified in IIB 763.
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The bill leaves broad discretion to the Board of Directors in determin­

ing lorn policy. Sec. 41.45.210 specifies that the bank may make vari­

able rate or fixed rate loans, Drovide for extensions of loan terms (for 
poor fishing or farming seasons), make loans jointly with other public 

or private institutions, guarantee or endorse obligations of other 

corporations, and accept rubordinate leins as security.

Sec. 41.45.210(18) allows the bank to provide "technical services" to 
shareholders to enhance their ability to obtain financial assistance 

from the bank.

Investments

The bank is given broad powers to invest its resources. Sec. 41.45.210(7) 

provides for the bank to "invest in projects conducted by shareholders 

of the bank by purchase of the capital stock of corporations involved in 

such projects, except that no investment in capital stock may exceed 49 

per cent of the capital stock of a corporation". Subparagraph (8) of 

the same section provides for the bank to invest in projects relating to 

the development of farms, storage and processing of farm produce, etc. 

except thnt no investment may exceed 49% of the capital stock. There is 

no similar provision specifically allowing the bank to invest in "verti­

cally integrated" fishing operations.

E L IGIBILITY

Sec. 41.45.210(1) describes the eligibility requirements. Applicants 

must be members of the bank to be eligible to receive loans. Eligible 

recipients are defined as "commercial fishermen and farmers or...cor­

porations, partnerships, or joint ventures 51 per cent of which are 

owned by commercial fishermen or farmers who are state residents "

Eligible activities do not appear to be limited to strictly fishing or 

farming. Subparagraphs (7) and (8) of Sec. 41.45.210 allow the bank to 

invest in activities conducted by shareholders of the bank. Subpara­
graph (7) is not specific as to what kinds of projects the bank may 

invest in, other than the projects must be projects "conducted by the 

shareholders". Subparagraph (8) specifies that bank investments may be 

made in the development and operation of vertically integrated activi­

ties relating to farming.

The bill is not specific as to what loan applications are eligible for 

consideration by the bank, except that loans are made only to members 

and members must be either commercial fishermen or farmers. Loan appli­
cations submitted by members for projects outside the purview of either 

fishing or agriculture are presumably eligible, unless otherwise pro­

vided for by the Board of Directors in the articles of incorporation or 

bylaws.

JW:dh



R E Q U E S T
Bill/Resolution No. C S  f o r  H B  / 63 (am) _____________________
Title A n  A c t  r e l a t i n g  t o  c o m m e r c i a l  f i s h i n g  a n d  a g r i c u l t u r e

Requested b y R e p r e s e n t a t i v e s  O s t e r b a c k  a n d  G a r d i n e r  p ate 5/2~t/~79~

II. F I S C A L  D E T A I L
Agency Affected D e p a r t m e n t s  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  a n d  R e v e n u e

Program CateaorvAffected D e v e l o p m e n t / T r e a s u r y  ___________ _____________
Budget Request Unit(s) Affected E c o n o m i c  E n t e r p r i s e / T r e a s u r y  M a n a g e m e n t

E X P E N D I T U R E S  (Thousands of Dollars)

F Y  77 F Y  78 F Y  79 F Y  80 F Y  81 F Y  82

100 P E R S O N A L  S E R V I C E S

200 T R A V E L

300 C O N T R A C T U A L 1 5 0 . 0
**

400 C O M M O D I T I E S

500 E O U I P M E N T
600 L A N D  &  S T R U C T U R E S

700 G R A N T S .  C L A I M S .  ETC.
G e n e r a l  F u n d  E c r u i t v  I n v j s t m e n t 2 , 0 0 0 . 0

T O T A L 2 , 1 5 0 . 0

F U N  PI N O  (Thousands of Dollars)

G E N E R A L  F U N D 2 , 1 5 0 . 0

F E D E R A L  F U N D S

O T H E R  (Specify)

P O S I T I O N S  

F U L L  T I M E 0

P A R T  T I M E

T E M P O R A R Y

III. A N A L Y S ’ (See Fiscal Note Preparation Instructions, Section III)

$ 1 5 0 , 0 0 0  is a p p r o p r i a t e d  a s  o n e  t i m e  o n l y  s e t u p  c o s t s  f o r  t h e  

b a n k .  T h e  a t t a c h e d  s h e e t  g i v e s  t h e  b r e a k d o w n  o f  t h a t  $ 1 5 0 , 0 0 0  w h i c h  w i l l  

b e  u s e d  f o r  o r g a n i z a t i o n a l  a n d  s e t u p  p u r p o s e s .

T h e  i n i t i a l  c a p i t a l i z a t i o n  o f  t h e  b a n k  is t o  b e  $2 m i l l i o n  in 
p r e f e r r e d  s t o c k  i n v e s t m e n t  f r o m  t h e  G e n e r a l  F u n d .  It is a n t i c i p c i t e d  t h a t  
t h e  $2 m i l l i o n  w i l l  be n e c e s s a r y  a f t e r  D e c e m b e r ,  197 8 .  T h e  s t o c k  s h a l l  

b e  r e p u r c h a s e d  w i t h i n  20 y e a r s .  T h e  b a n k  is i n t e n d e d  t o  b e c o m e  a 

m e m b e r  ov/ned p r i v a t e  i n s t i t u t i o n .

IV. DATE 5 /26 /78

Original:

cc:

. P R E P A R E D  B Y J o h n  W i l l i a m s

A G E N C Y  

P H O N E  _

L e g i s l a t i v e  A f f a i r s  A g e n c y

Legislative Finance 
Budget and Management 
Prime Sponsor (First Legislator Named)

465-4918

33-001 (Rev. 10/76)



-̂ *’7T~ r r T H f f i f i n r T i T T T O P M K n ' B { W K ^ v ' ' 5 E I 9 B K M &

T h e  f o l l o w i n g  is a g e n e r a l  b r e a k d o w n  o f  t h e  a n t i c i p a t e d  

u s e  t o  be m a d e  o f  t h e  $ 1 5 0 , 0 0 0  o n e  t i m e  a p p r o p r i a t i o n  t o  t h e  

C o m m e r c i a l  F i s h i n g  a n d  A g r i c u l t u r e  3 a n k  b o a r d  o f  d i r e c t o r s .

1. P e r s o n a l  S e r v i c e s

A. B a n k  E x e c u t i v e  D i r e c t o r  w i t h

s a l a r y  s i m i l a r  t o  S t a t e  r a n g e

23, s a l a r y  o f  $ 3 5 , 1 2 0  p l u s  b e n e f i t s

o f  2 0 %  ( $ 7 , 2 2 4 ) ..................................... $43, 344

B. C l e r k  T y p i s t  w i t h  s a l a r y  s i m i l a r

t o  S t a t e  r a n g e  8, s a l a r y  o f  $ 1 2 , 6 6 0
p l u s  b e n e f i t s  o f  20% ( $ 2 , 5 3 2 ) ..................  1 5 , 1 9 2

2.. T r a v e l

A. B o a r d - 6  m e e t i n g s ,  5 m e m b e r s  a t  $ 3 5 0  p e r

t r i p .....................................................  1 0 , 5 0 0

B. E x e c u t i v e  D i r e c t o r - 1 2  t r i p s  a t  $ 3 5 0  p e r
t r i p  ( p e r  d i e m  i n c l u d e d ) .........................  4 , 2 0 0

3. C o n t r a c t u a l

A. R e n t - 2 5 0  sq. ft. a t  $ i . 2 5  p e r  sq. f t . / m o .  3 , 7 0 0

B. T e l e p h o n e / c o m m u n i c a t i o n s ..................., 1 , 8 0 0

C. P o s t a g e ,  e t c ....................................  600

D. P r i n t i n g  a n d  A d v e r t i s i n g ...........................  1 , 6 0 0

E. P r o f e s s i o n a l  f e e s  a n d  s e r v i c e s  ( i n c l u d e s  

r e s e a r c h  a n d  l e g a l  f e e s  o f  o r g a n i z a t i o n ) . .  6 5 , 0 0 0

4. C o m m o d i t i e s

A. O f f i c e  S u p p l i e s ....................................... 600

5. E q u i p m e n t

A. 2 d e s k s ,  2 c h a i r s ....................   1 , 1 0 0

B. F i l e  c a b i n e t s ,  b o o k  c a s e s ........................ 400

C. C a l c u l a t o r ,  t y p e w r i t e r ,  a n d  m i s c . . ........... 800

T O T A L  F Y - 7 9 ..................................................... 48, 836
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H a s  EXTENDED A G R I C U L T U R A L  CREDIT TO QUALIFIED FARMERS AND RANCHERS -•/;

IN A L A S K A /  IN 1 9 7 3 r. NORTHWEST LIVE. S T O C K  P R O D U C T I O N  CREDIT'-.-V^;-'*.'.*.; : .

ASSOCIATION ALSO B E G A N  FINANCING FISHERMAN FISHING. IN ALASKAN / L ' ,

• ; WATERS. TO D A T E / E X P E R I E N C E .  HAS BEEN SATISFACTORY. ; , -1 -•
• . • ’ . ■ . . rCi; : ..
* •: •• ... ' ’r r

T H E  F E D E R A L  I N T E R M E D I A T E  C R EDIT B A N K  OF .SPOKANE W O U L D  NOT R E G I S T E R  '

O B J E C T I O N  TO, T H E  C R E A T I O N  O F  A C O M M E R C I A L  F I S H I N G  AND A G R I C U L T U R A L  :/ / /• * . 1 • » , ..»* .***/* '. * *• • .
C O O P E R A T I V E  D E V E L O P M E N T  B A N K  AS P R O P O S E D  IN H O U S E  S I L L  763. IN FACT, r 

T HE F IC B OF S P O K A N E  L O O K S  FORW AR D TO W O R K I N G  C L O S E L Y  W I T H  T H E ' B A N K

W H E N  A U T H O R I Z E D  I N  ITS CREATION. T H I S  IS P A R T I C U L A R L Y  IMPORTANT .
» • ' • * * • • * * ’ *.•

B E C A U S E  THE P R O P O S E D  B A N K  SHOULD B E  S T R U C T U R E D  SO AS TO Q U A L I F Y  FOR 

D I S C O U N T I N G  L O A N S  W I T H  THE FED ER AL  I N T E R M E D I A T E  C R E D I T  B A N K  OF 

SP OK AN E.  V  • • •

..FOR F U R T H E R  I N F O R M A T I O N ,  C O N T A C T  T H E  F E D E R A L  I N T E R M E D I A T E '  C R E D I T ’

-. B A N K  O F  S P O K A N E  W E S T ' 705 FI RS T AVE S P O K A N E  W A S H I N G T O N  99234, . V - V  .

: T E L E P H O N E  (539) 4 5 6 - 7 3 3 3 .  SINCERELY, •

'■ W I L L I A M  F 3 A R R A T T  P R E S I D E N T  F E D E R A L  I N T E R M E D I A T E  CREDIT B A N K  *

• ' ' • - ' .. ’ . 1
• nv qpnvANir



-------------------------CONSULTANTS IN ECONOM ICS AND PLANNING------------------------
2737 - 77th Ave. S.E. • Mercer Island, VJA 98040 . (206 )232-3991 • TWX 32-9472 MIS MR ID

March 27, 1978

Rep. A1 Osterback, Chairman 

House Resources Committee 
Pouch V State Capitol 

JUNEAU, AK 99811

Dear A 1 :

As reported to your office by phone on March 27, I would recommend 
that the Resources Committee consider the following changes to HB763:

1) Section 1 - FINDINGS

The concept of the target group for assistance throughout 
Section 1 (fishermen and farmers) could be expanded to include 

processing firms and other businesses whose primary function is to 
service farmers and fishermen, by referring to “agriculture and 

fishing businesses" instead of "farmers and fishermen". This would 
appear to make the FINDINGS more consistent with Sec. 41.45.210 

POWERS OF THE BANK as written (and as proposed for change in the 
remainder of this letter).

Sec. 41.45.210 POWERS OF THE BANK

Para (1) line 25, remove; replace with , and to seafood and agri­

culture processors, marketers and firms providing technical services 

to the agriculture and fishing industries for projects which will 
establish a facility within Alaska or which will establish or expand 
a market for the harvests of resTdent commercial fishermen "or farmers.

Para (7) and (8) could be clarified by merging them and defining 
target projects as defined under para (1). This could be done by 

adding of the type approved under para (1) of this section at the end 
of line 7. Paragraphs (7) and (8) would then be replaced by a 
single paragraph:

(7) invest in projects conducted by shareholders of the bank 
of the type approved under para (1) of this section by purchase of 
the capital stock of corporations involved in such projectr , except 
that no investment in capital stock may exceed 49 percent of the 
capital stock of a corporation;



i n p m  

,  ERG, INC.

March 27, 1978 

Rep. A1 Osterback 
Page 2

I am hopeful that these comments will be of assistance, 

clarification is needed, please ccntact me.

Sincerely,

Franklin L. Orth 

Senior Economist

FLO:TOE

If any





COMMITTEE REPORT 

SENATE

F U R T H E R : F I NA NC E

2/Bb/78

Mr. P r e s i d e n t :

D a t e :

T h e  C o m m i t t e e  on

special appropr ia ti on

R ES OU RC ES h a s  h a d

:pt. of Fish &  Game, division of cornn.ercial fisheries

u n d e r  c o n s i d e r a t i o n  a n d  (a m a j o r i t y  o f  t h e  c o m m i t t e e )  (t h e  c o m m i t t e e  

r e p o r t s  it b a c k  as f o l l o w s )

( ) r e c o m m e n d s  it do p a s s  ( ) r e c o m m e n d s  it do n o t  p a s s

( ) r e c o m m e n d s  it d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

( ) r e c o m m e n d s  it b e  r e p l a c e d  w i t h  CS f o r  __________________________________

a n d ________________________________________ ( ) n e w  t i t l e  ( ) s a m e  t i t l e

( ) A N D  a t t a c h e s  a L e t t e r  o f  I n t e n t  ( ) N e w  F i s c a l  N o t e

( ) r e p o r t s  it b a c k  w i t h o u t  r e c o m m e n d a t i o n  

( ) a n  r e c o m m e n d s  it be r e f e r r e d  to t h e C o m m i t t e e

M E M B E R S  S I G N I N G  D O  P A S S
* X

** '*' // sf  I  // //  •. '  >   ' __

O T H E R  R E C O M M E N D A T I O N S :

\ ___________
/

, / f
/  /  // / o rn

S 60 (rev. 6/77)

C h a i r m a n



ALASKA TROLLERS ASSOCIATION
P.O. BOX 5825 

KETCHIKAN. ALASKA 99901

9 0 7 - 2 2 5 - 9 6 3 3  
J a n u a r y  2 7 , 1 9 7 8

T he H o n o r a b l e  M i k e  M i l l e r  
P o u c h  V
Juneau, Alaska, 99811 

D e a r  R e p r e s e n t a t i v e  M i l l er ;

T h e  A l a s k a  T r o l l e r s  A s s o c i a t i o n  L o g b o o k  Program, n o w  e n t e r i n g  
its t h i r d  year, h a s  b e e n  d e e m e d  an i m p o r t a n t  a n d  n e e d e d  
u n d e r t a k i n g  b y  f i s h e r m e n ,  r e s o u r c e  m a n a g e r s  a n d  o c e a n  scientists. 
T h e  e n c l o s e d  l e t t e r s  o f  c o m m e n d a t i o n  f r o m  t h e  N o r t h  P a c i f i c  F i s h­
er y  M a n a g e m e n t  C o u n c i l  a n d  the N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v ic e 
b e a r  t h i s  out. M u c h  o f  t h e  i n i t i a l  two y e a r s  h a s  b e e n  d e v o t e d  
to g e n e r a t i n g  i n t e r e s t  a n d  c o o p e r a t i o n  f o r  t h e  pr ogram, t r a i n i n g  
f i s h e r m e n  i n  d a t a  c o l l e c t i o n  t e c h n i q u e s  a n d  d e t e r m i n i n g  the 
t y p e s  o f  i n f o r m a t i o n  t h a t  c o u l d  b e s t  be obtained. E v e n  so, 
m u c h  u s e f u l  i n f o r m a t i o n  h a s  a l r e a d y  b e e n  obtained. A t t a c h e d  is 
a l i s t  o f  t h e  r e p o r t s  a v a i l a b l e  f r o m  o u r  office.

T h e  L o g b o o k  P r o g r a m  i s  t h e  o n l y  s ou rc e o f  i n f o r m a t i o n  p r o v i d i n g  
d e t a i l e d  c a t c h  a n d  f i s h i n g  e f f o r t  d a t a  f o r  t h e  A l a s k a  p o w e r  
t r o l l  s a l m o n  fi s he ry . It also p r o v i d e s  v i r t u a l l y  t h e  e ntire 
d a t a  b a s e  f o r  d e t e r m i n i n g  abundance, d i s t r i b u t i o n  a n d  m i g r a t i o n  
p a t t e r n s  o f  m a r i n e  m a m m a l s  i n  s o u t h e a s t  A l a s k a  w a t e r s  a n d  for 
m o n i t o r i n g  t r e n d s  i n  t h e  s o u t h e a s t  A l a s k a  m a r i n e  ecosystem.
In 1978, w i t h  o n l y  a sraa. . i n c r e a s e  in ti me  a n d  effo rt  f o r  
p a r t i c i p a t i n g  fi sh er m e n ,  .he L o g b o o k  P r o g r a m  w i l l  b e  u s e d  to 
h e l p  o b t a i n  b e t t e r  i n f o i m a t i o n  for r e c o v e r i e s  o f  t a g g e d  salmon, 
b e t t e r  u n d e r s t a n d i n g  o f  i n c i d e n c e  o f  s a l m o n  d i s e a s e s  a n d  p a r a­
sites a n d  b e t t e r  k n o w l e d g e  of t h e  a c c u r a c y  of t h e  A l a s k a  f i s h  
t i c k e t  d a t a  c o l l e c t i o n  system. '

N o n e  o f  th e  a b o v e  i n f o r m a t i o n  c a n  b e  feasibly* c o l l e c t e d  b y  
e x i s t i n g  state, f e d e r a l  o r  p r i v a t e  agencies. The co st  of 
s h i p - t i m e  a n d  p e r s o n n e l  a lo ne  w o u l d  be p r o h i b i t i v e  - r o u g h l y  
$ 2 . 7  m i l l i o n !  O n l y  A l a s k a  T r o l l e r s  A s s o c i a t i o n  c a n  p r o v i d e  
s u c h  d a t a  at a r e l a t i v e l y  m o d e s t  cost, si nc e w e  r e l y  o n  v o l u n­
ta r y  e f f o r t s  o f  fi sh er me n . Ho wever, w e  do r e q u i r e  a  c e n t r a l  
o f f i c e  s t a f f e d  w i t h  a  b i o l o g i s t  a n d  secretary-adrainistrator 
to e n s u r e  e f f i c i e n t  m a n a g e m e n t  and c o o r d i n a t i o n  o f  the P rogram.



To da te  w e  h a v e  r e c e i v e d  a g r a n t  o f  $ 4 0 , 0 0 0  fro m the S ta te  
o f  A l a s k a  f o r  f i s c a l  y e a r  1 9 7 7  ( a d m i n i s t e r e d  t h r o u g h  a c o n t r a c t  
w i t h  A . D . F . &  G. to U n i v e r s i t y  of A l a s k a  Sea C-rant P r o g r a m ) .
W e  h a d  a ls o a n t i c i p a t e d  r e c e i v i n g  a  g r a n t  of $ 2 5 , 0 0 0  f r o m  t h e  
f e d e r a l  g o v e r n m e n t  ( t h ro u gh  O u t e r  C o n t i n e n t a l  S h e l f  E n v i r o n­
m e n t a l  A s s e s s m e n t  P r o g r a m )  b u t  h a v e  r u n  into d e l a y s  d u e  to a 
s e r i e s  o f  u n f o r t u n a t e  m i s u n d e r s t a n d i n g s .  A l t h o u g h  w e  h a v e  
s u f f i c i e n t  f u n d s  to p r i n t  1 9 7 8  L o g b o o k s  and A n n u a l  R e p o r t s  o n  
1 9 7 7  L o g b o o k  data, w e  are i n  n e e d  o f  f u nd s to r u n  o u r  o f f i c e  
f o r  the r e m a i n d e r  o f  f i s c a l  y e a r  1977. W e  n e e d  a n  a d d i t i o n a l  
$ 2 0 , 0 0 0  to c o n t i n u e  o p e r a t i o n s  o n  a  "bare b o n es " level. T h e r e­
fore, w e  a r e  a s k i n g  t h a t  y o u  s u p p o r t  a  r e q u es t f o r  $ 2 0 , 0 0 0  i n  
s u p p l e m e n t a l  f u n d i n g  f r o m  t h e  S t a t e  L e g i s l a t u r e  1 9 7 8  f i s c a l  
y e a r  b u d g e t  to g o  to o u r  L o g b o o k  Pro gr am . Ad di t i o n a l l y ,  w e  h o p e  
y o u  w i l l  e n s u r e  t h a t  o u r  p r o g r a m  is f u n d e d  in t h e  1 9 7 8  f i s c a l  
y e a r  b u d g e t  at t h e  i n c r e a s e d  l e v e l  of $65,000. C o n s i d e r i n g  t h e  
a m o u n t  o f  v a l u a b l e  i n f o r m a t i o n  o u r  p r o g r a m  is able t o  p r o v i d e  
j u s t  i n  £ h e  a r e a  o f  f is he ri es , t h i s  is c e r t a i n l y  a m o d e s t  a n d  
r e a s o n a b l e  f u n d i n g  request.

F i s h e r m e n  h a v e  l o n g  d e s i r e d  a  v o i c e  i n  the m a n a g e m e n t  o f  t h e  
r e s o u r c e  t h e y  d e p e n d  u p o n  f o r  t h e i r  livelihood, a n d  a re c e r t a i n l y  
i n  t h e  b e s t  p o s i t i o n  to c o l l e c t  m u c h  n e e d e d  information. The 
L o g b o o k  P r o g r a m  h a s  s h o w n  t h a t  f i s h e r m e n  are r e s p o n s i v e  a n d  
r e s p o n s i b l e  r e s o u r c e  users. W e  h o p e  t h a t  y o u  w i l l  h e l p  u s  i n  
o u r  e f f o r t s  to c o n t i n u e  a n d  i m p r o v e  o u r  L o g b o o k  Prog ra m . P l e a s e  
l e t  u s  k n o w  if w e  c a n  p r o v i d e  y o u  w i t h  any f u r t h e r  i n f o r m a t i o n .
W e  l o o k  f o r w a r d  to h e a r i n g  f r o m  you.

S i n c e r e l y  yours,

E d  Linkous, P r e s i d e n t
S F / s n
E n c l o s u r e s



T R O L L  L O G B O O K  P R O G R A M  R E P O R T S

1 9 7 6  S o u t h e a s t  A l a s k a  T r o l l  L o g b o o k  Program, M a r i n e  M a m m a l  
S i g h t i n g s :  D e t a i l e d  Summary. F e b r u a r y  1977. A . D . F . &  G. in 
c o o p e r a t i o n  w i t h  A.T.A., U. o f  A. S e a  Grant a nd N . M . F. S.  80p.

1 9 7 6  T r o l l  L o g b o o k  Pr og r a m :  G e n e r a l  D a t a  S u m m a r y  b y  P e r i o d  
a n d  Area. A . D . F . &  G. in c o o p e r a t i o n  w i t h  A.T.A., U. o f  A. Sea 
G r a n t  a n d  N .M.F.S. 200p.

G r a p h i c  R e p r e s e n t a t i o n s  o f  S e a  Sur f ac e T e m p e r a t u r e  D a t a  
f r o m  the  1 9 7 6  S o u t h e a s t  A l a s k a  T r o l l  L o g  Boo k  Program. 1977. 
N o r t h e a s t  a nd A l a s k a  F i s h e r i e s  C e n t e r  P r o c e s s e d  Report, N . M . F . S .
80p.

F e e d i n g  H a b i t s  of S a l m o n  in S o u t h e a s t  A l a s k a  b a s e d  o n  L o g­
bo o k  D a t a  and S t o m a c h  S a m p l e s  C o l l e c t e d  b y  A l a s k a  T r o l l e r s  A s s o c­
iation. M.S. Thesis, U. o f  A. in progress.

A l a s k a  T r o l l e r s  A s s o c i a t i o n  T r o l l  L o g b o o k  Pr o gr am : A n n u a l  
R e p o r t  f r o m  1 9 7 6  L o g b o o k  Data. A.T.A., U. of A. S e a  Grant, A . D . F . & G  
a n d  N . M . F . S .  in p r e s s  ( p r i nt e d b y  U . o f  A. Sea Grant).

R e l a t i v e  A b u n d a n c e  a n d  D i s t r i b u t i o n  of Small C h i n o o k  S a l m o n  
( O n c o r h y n c h u s  t s h a w y t s c h a )  in C o m m e r c i a l  Troll F i s h i n g  W a t e r s  
N o r t h  a n d  W e s t  o f  C ap e Spencer, S o u t h e a s t  Alaska. 1 9 7 7  A.T.A. 
T e c h n i c a l  Report. 33p. ( P r i n t e d  in In du st r y ' s  A p p r a i s a l  of the 
A l a s k a  S a l m o n  T ro ll  Plan)



/*rold E. Lokkeu, Chairman 
j i m  H. Branson, Executive Director

Suite 32, 333 West 4th Avenue 
Post Office Mall Building

Mailing Address: P.O. Box 3136DT 

Anchorage, Alaska 99510

Telephone: (907) 274-4563 

FTS 265-5435

December 19, 1977

Mr. Ed Linkous 

Alaska Trollers Association 

P. 0. Box 5825 

Ktw'hikan, AK 99901

De a r  Ed,

T h e  No r t h  Pacific Council asked me to write to the Alaska Trollers 

Association through you, commending you and your organization for the 

o bjective response you made to the first draft of the Council's m a n a g e­

ment  pla n  for the troll salmon fishery and you r  help in developing 

additional material for their consideration w h e n  they adopted the plan.

As you will recall, the Council, at the December meeting, was enthusiastic

about the Alaska Trollers Association's logbook program recognizing the 

value of the information th-t can be derived from this volu n t a r y  effort. 

Th e y  w a n t  to work closely wi t h  you, both in that program and in the 

development of revisions to the troll management plan.

We are planning on holding a one-day work session to develop research 

proposals for the troll fishery along the lines suggested by the Council 

at its last meeting. It will be held in Juneau as early in J a n u a r y  as 

we can schedule everyone. We'd like to have one or two representatives 

from the Trollers and y o u r  fishery biologist, Mr. Stephen F r i e d  attend.

Don Collingsworth will be coordinating the workshop and will keep you 

advised of the time and place. The Council will fund travel for up to

two of your members and Mr. F r i e d  for this workshop.

S i n c e r e l y ,

J i m  H. Branson 

Executive Director



March 9, 1977

Mr. Ed Linkous 

P.O. Box 5025 

Ketchikan, AK 99901

Dear Ed:

Jon Rowley delivered a progress report at a recent Interagency 

Technical Committee meeting which summarized the Troll Log Book 
Program for 1977.

We were pleased with the progress of this cooperative program and 

believe that it should be continued and refined. In addition to 

the data generation potential, the Troll Log Program elicits vastly 

improved comnunications between fishermen, scientists and administra­
tors.

We support the Troll Log Program and will do all we can to assist 
it.

Sincerely,

>

Harry L / R i e t z e  

Director, Alaska Region



LOGBOOK PROGRAM BUDGET FY 1979 
for

Program and D a t a  Management

Salaries and Wages
P r o j e c t  Leader 12 months @  $2 ,000  
P r o j e c t  Secretary 6 mos. @  $1 ,000

Benef i t s  (10^ of salary and wages)

Taxes (State and Federal)

Travel (including Logbook Workshops prior 
to f i s h i n g  season, travel to Fairbanks 
to h e l p  w i t h  data reduction, travel to 
N.P.F.M.C., A . D . F . & G . , and N.M.F.S. 
meetings)

Supplies

Services
D a t a  C o d i n g  and Checking
Office Rental and Utilities
Communications (phone and postage)
C o p y i n g  and Drafting
L o g b o o k  Printing (1979, 300 copies)
Annual Report Printing (1979, 400 copies)
N e w s l e t t e r  ( 4 times yearly, 400 copies)

E q u i p m e n t  (including drafting materials, 
electronic calculator)

Total





SENATE

5 / 10/78
FURTHER:

D a t e :

Mr. President:

The C o m m i t t e e  on R ES OU RC ES has h a d  csli* 815 (Fin)

1 and gas conservation

u nder c o n s i d e r a t i o n  and (a m a j o r i t y  of the committee) (the committee 

reports it b a c k  as follows)

( ) recomm en ds  it do pass ( ) r ec om me nd s it do not pass

( ) recomm en ds  it do pass w i t h  atta ch ed  amendment(s)

( ) recomm en d s it be re p la c e d  w i t h  CS for c' H  t • , __________

and ( ) n e w  title ( ) same title

( ) A N D  attaches a Let er of Intent ( ) New Fiscal Note
f A*,/It, > C I

(>;) reports it ba c k w thout r ec om m e n d a t i o n  

( ) and recommends it be referred to the  C o mmittee

M E M B E R S  SIGNING DO PASS O T H E R  R E C O M M E N D A T I O N S :

s S.*0" r‘ ‘ /  , S ' j
 : :_____ :— :___________ _  ■

I  x"'? /
fJft />v ■■■■••■ i

S 60 (rev. 6/77)

Cha irman

; 0  ■
MW



T e s t i m o n y  B e f o r e  
A l a s k a  S e n a t e  R e s o u r c e s  C o m m i t t e e  

o n

________________ C S H B  8 1 5

. liy n a m e  i s  T h o m a s  H .  K r u e g e r  .. I  aJfa a n  a t t o r n e y  _____

f o r  E x x o n  C o m p a n y ,  U . S . A .  a n d  a m  l o c a t e d  i n  L o s  A n g e l e s ________ •

I a p p r e c i a t e  t h e  o p p o r t u n i t y  t o  a p p e a r  b e f o r e  t h i s  C o m m i t t e e  

a n d  p r e s e n t  t e s t i m o n y  f o r  E x x o n .

C S H B  8 1 5  o p e r a t e s  t o  a m e n d  v a r i o u s  c h a p t e r s  i n  T i t l e s  3 1  

(Oil a n d  G a s )  a n d  3 8  ( P u b l i c  L a n d s )  o f  t h e  A l a s k a  s t a t u t e s .  M u c h  

o f  t h e  B i l l  d e a l s  w i t h  u n i t i z a t i o n  a n d  u n i t i z e d  o p e r a t i o n  o f  

oil a n d  g a s  p o o l s .  E x x o n  i s  a n d  h a s  l o n g  b e e n  a s t r o n g  s u p p o r t e r  

of u n i t i z e d  o p e r a t i o n s  d e s i g n e d  t o  e n h a n c e  r e c o v e r y ,  p r o m o t e  

r e s o u r c e  c o n s e r v a t i o n ,  p r e v e n t  w a s t e ,  e l i m i n a t e  u n n e c e s s a r y  

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

i n v o l v e d .  T h u s ,  w e  a r e  i n t e r e s t e d  g r e a t l y  i n  p r e s e n t i n g  o u r  

v i e w s  o n  t h i s  B i l l  t o  t h e  C o m m i t t e e .

Sevei-al p o r t i o n s  o f  C S H B  8 1 5  a p p e a r  t o  b e  p r o p e r  a n d  

a c c e p t a b l e  r e v i s i o n s  o f  t h e  S t a t e ’s o i l  a n d  g a s  l a w ,  a n d  w e  

\yill n o t  t a k e  u p  y o u r  t i m e  d i s c u s s i n g  t h e s e  p r o v i s i o n s .  T h e r e  

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

c o n c e r n  t o  u s .
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. S e c t i o n  7 o f  t h e  B i l l ,  w h i c h  a m e n d s  t h e  u n i t i z a t i o n  

p r o v i s i o n s  O f  A . S .  3 1 . 0 5 . 1 1 0 ( b ) ,  d e l e t e s  o n e  o f  

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

( " D N R " )  e s s e n t i a l  t o  a D N R  o r d e r  o f  u n i t i z a t i o n -  

U n d e r  c u r r e n t  l a w ,  t h e  D N R  m u s t  f i n d ,  a m o n g  o t h e r  

t h i n g s ,  t h a t  u n i t i z a t i o n  a n d  t h e  a d o p t i o n  o f  a  

u n i t i z e d  m e t h o d ( s )  a r e  " f o r  t h e  c o m m o n  g o o d  a n d  

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

t h e  o i l  a n d  g a s  r i g h t s  w i t h i n  t h e  p o o l  o r  p o r t i o n  

o f  i t  d i r e c t l y  a f f e c t e d . "  T h e  B i l l  p r o p o s e s  t o  

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

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

f i n d i n g  t h a t  u n i t i z a t i o n  a n d  a d o p t i o n  of- o n e  o r  

m o r e  u n i t i z e d  m e t h o d s  o f  o p e r a t i o n s  a r e  f o r  t h e  

" c o m m o n  g o o d " .  S i g n i f i c a n t l y ,  " c o m m o n  g o o d "  i s  

n o t  d e f i n e d .

I n  E x x o n ' s  v i e w ,  u n i t i z a t i o n  s h o u l d  r e s u l t  t o  t h e  

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

r i g h t s ,  i n c l u d i n g  t h e  r o y a l t y  o w n e r s  d i r e c t l y  

a f f e c t e d  ,a s  w e l l  a s  t o  t h e  " c o m m o n  g o o d " .  I f  i t  

d o e s  n o t ,  i t  s h o u l d  n o t  b e  o r d e r e d  b y  t h e  S t a t e .

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

c h a n g e d .

U n d e r  t h e  B i l l ,  t h e  D N R  c o u l d  m a k e  t h e  r e q u i s i t e  

f i n d i n g  t h a t  u n i t i z a t i o n ,  e t c .  a r e  f o r  t h e  " c o m m o n  

g o o d "  i n  a c o n t e x t  w h e r e  i t  w o u l d  n o t  r e s u l t  i n

— —    _
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t h e  g e n e r a l  a d v a n t a g e  of t h e  o w n e r s  o f  t h e  o i l  and
•

g as r i g h t s  d i r e c t l y  a f f e c t e d  t h e r e b y .  If D N R - o r d e r e d  

u n i t i z a t i o n  w e r e  a p p r o v e d  in s u c h  a c o n t e x t ,  s e r i o u s  

c o n s t i t u t i o n a l  q u e s t i o n s  c o u l d  a r i s e  as a p p l i e d  to 

p r o p e r t y  o w n e r s  w h o ,  in fact, v e r e  n o t  b e n e f i t e d  

b y  a n d  d i d  n o t  a p p r o v e  u n i t i z a t i o n ,  etc. o f  t h e i r  

i n t e r e s t s .  T h e s e  q u e s t i o n s  c o u l d  t a k e  t h e  f o r m  of 

d e p r i v a t i o n s  of l i b e r t y  a n d  p r o p e r t y  w i t h o u t  d u e  

p r o c e s s  of law.

c\  .

S e c t i o n  10 o f  t h e  B i l l,  w n i c h  w o u l d  a p p l y  t o  all u n i t s

c r e a t e d  a f t e r  J u n e  30, 1978, a l l o w s  u n d e r l i f t i n g  a nd

o v e r l l f t i n g  of u n i t  p r o d u c t i o n  o n l y  w h e n  it d o e s  not

c r e a t e  w a s t e ;  and, r e g a r d l e s s  o f  w a s te ,  u n d e r l i f t i n g  and

o v e r l i f t i n g  m a y  b e  p e r m i t t e d  by the c o m m i s s i o n e r  f or

t e m p o r a r y  p e r i o d s  w h e n  t h e r e  a re e x t r a o r d i n a r y  d i s r u p t i o n s

t o  t h e  o w n e r ’s p r o d u c t i o n  d i s p o s a l  s y s t em s.  F u r t h e r ,

t h i s  s e c t i o n  r e s t r i c t s  t h e  r e c o v e r y  of. u n d e r l i f t e d  oil

t o  a d a i l y  r a t e  n ot t o  e x c e e d  10 p e r c e n t  o f  a w o r k i n g

o r  r o y a l t y  i n t e r e s t  o w n e r ' s  s h a r e  oi d a i l y  p r o d u c t i o n  *

at t h e  t i m e  of u n d e r l i f t  r e c o v e r y .

E x x o n  s t r o n g l y  s u p p o r t s  t h e  p r e v e n t i o n  o f  w a s t e ,  but 

d o e s  n o t  c o n s i d e r  t h e  f i r s t  p o r t i o n  of t h i s  s e c t i o n  to 

b e  n e c e s s a r y .  Vraste is a l r e a d y  p r o h i b i t e d  b y  t he s t a t u t e s  

a n d  t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  is f u l l y  e m p o w e r e d  

to c a r r y  o u t  t h e  p u r p o s e s  of A S  31.05.
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As to t h e  p a r t  o f  t h i s  s e c M o n  w h i c h  l i m i t s  t h e  r a t e  of t 

r e c o v e r y  of u n d e r l i f t e d  oil. w e  s e e  n o  n e e d  fo r the 

r e s t r i c t i o n  t h a t  is i m p o s e d  or for t h e  s t a t e  t o  i n t e r v e n e  

in this area. T h e  d e t a i l s  of u n d e r l i f t i n g  a n d  o v e r l i f t i n g  

are m a t t e r s  t h a t  c an b e s t  b e  w o r k e d  o u t  s a t i s f a c t o r i l y  by 

the o i l  a n d  g a s  r e s o u r c e  owners. B y  i m p o s i n g  t h i s  re st r i c t i o n  

w h ic h p r o d u c e s  n o  a p p a r e n t  b e n e f i t  t o  a n y o n e ,  u n f o r e s e e n  

futu re  p r o b l e m s  m a y  b e  created.

•

S e c t i o n s  11 a n d  16 o f  t h e  Bil l w o u l d  r e m o v e  t h e  

r e q u i r e m e n t  t h a t  s t a t e - o r d e r e d  u n i t i z a t i o n  b e  

a c c e p t a b l e  to 6 2 . 5 %  o f  the l e s s e e s  a n d  6 2 . 5 %  

of the r o y a l t y  o w n e r s  w i t h i n  t h e  u n i t  a r e a  ( w i t h  

certain e x c l u s i o n s ) .  U n d e r  t h e s e  p r o v i s i o n s ,  t h e  

State, w i t h o u t  w o r k i n g  or r o y a l t y  o w n e r  c o n c u r r e n c e ,  

could m a n d a t e  u n i t i z a t i o n ,  i n c l u d i n g  t h e  d e t a i l s  of 

unit p a r t i c i p a t i o n ,  u n i t i z e d  m a n a g e m e n t  o f  f u r t h e r  

d e v e l o p m e n t  a n d  o p e r a t i o n  of th e unit a re a,  c o s t  nnd  

e x p e n s e  a p p o r t i o n m e n t ,  f i n a n c i n g ,  etc.

*■

E xx on  b e l i e v e s  t h a t  u n i t i z e d  o p e r a t i o n s  a r e  b e s t  

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

the p e r n o n s  w h o s e  p r o p e r t y  i n t e r e s t s  w o u l d  b e  

a f f e ct ed .  I n  t h i s  w a y ,  i n t e r e s t e d  p e r s o n s  a r e  

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

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

h a r m o n y  a n d  c o n t r i b u t e s  to t h e  a c h i e v e m e n t  o f
9
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u n i t  o p e r a t i o n s .  U n d e r  p r e s e n t  l a w ,  c o m p u l s o r y
*

u n i t i z a t i o n  m u s t  b e  a c c e p t a b l e  t o  w o r k i n g  a n d  r o y a l t y  

i n t e r e s t  o w n e r s  o f  a t  l e a s t  6 2 . 5  p e r c e n t  o f  t h e  u n i t  

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

a n d  s a t i s f a c t i o n .  T h i s  p r o v i d e s  s o m e - d e g r e e  o f  

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

a r e  c o n s i d e r e d  a n d  a p p r o v e d  a n d  t h a t  t h e  S t a t e  w i l l  

n o t  b e  f o r c e d  t o  a c t  o n  a p p l i c a t i o n s  f o r  u n i t i z a t i o n  

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

E.'oton C o m p a n y ,  U . S . A .  i s  p r e s e n t l y  p a r t i c i p a t i n g  i n  

jaore t h a n  3 7 0  r e s e r v o i r - w i d e  a n d  f i e l d - w i d e  u n i t i z a ­

t i o n  p r o j e c t s  t h r o u g h o u t  t h e  U n i t e d  S t a t e s ,  a l l  o f  

w h i c h  h a v e  b e e n  f o r m e d  v o l u n t a r i l y  o r  w i t h  m a j o r i t y  

c o n s e n t  o f  b o t h  r o y a l t y  a n d  w o r k i n g  i n t e r e s t s .  W e  

h a v e  f o u n d  t h a t  w h e n  a p r o j e c t  h a s  m e r i t ,  i t s  b e n e f i t  

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

w i l l  b e  i m p l e m e n t e d .  In o u r  e x p e r i e n c e ,  w e  h a v e  s e e n  

n o  n e e d  f o r  g o v e r n m e n t - d i c t a t e d  u n i t i z a t i o n ;  h o w e v e r ,  

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

w h e r e  m a j o r i t y ,  b u t  n o t  t o t a l ,  a g r e e m e n t  i s  r e a c h e d  

f o r  u n i t i z a t i o n  a m o n g s t  t h e  p a r t i c i p a n t s .

W e  q u e s t i o n  t h a t  e n a c t m e n t  o f  S e c t i o n s  11 a n d  16 

w o u l d  s e r v e  t o  b e n e f i t  a l l  i n t e r e s t  o w n e r s  i n  a p o o l  

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

a n d  r o y a l t y  i n t e r e s t  a p p r o v a l  f o r  S t a t e  u n i t i z a t i o n  

a s  p r o v i d e d  u n d e r  c u r r e n t  A l a s k a  l a w .  T h e r e  i s  n o
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n e e d  f o r  t h i s  l e g i s l a t i o n  s i n c e  (a) t o  E x x o n ’s

k n o w l e d g e ,  n o  U n i t i z a t i o n  p r o j e c t  w h i c h  w a s  n e e d e d  i n

t h e  S t a t e  o f  A l a s k a  h a s  f a i l e d  t o  m a t e r i a l i z e  a s

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

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

l a w s  c o n t a i n  s u f f i c i e n t  a u t h o r i t y  f o r  u n i t i z a t i o n  

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

B i l l  i s  e n a c t e d ,  t h e  o n l y  w a y  t h a t  a d i s s a t i s f i e d

p e r s o n  c o u l d  o b j e c t  t o  S t a t e - o r d e r e d  u n i t i z a t i o n

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

F i n a l l y ,  i f  t h e  S t a t e  w e r e  t o  u n d e r t a k e . u n i t i z a t i o n  b y  

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

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

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

o p e r a t o r s .  T h i s  w o u l d  r e q u i r e  a l a r g e  e x p a n s i o n  

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

M a n y  o f  t h e s e  i s s u e s  t h a t  t h e  S t a t e  w o u l d  s e t  i t s e l f  

u p  t o  r e s o l v e  w o u l d  inject. o n l y  u p o n  t h e  w o r k i n g  

i n t e r e s t  o w n e r s  a n d  n o t  u p o n  t h e  S t a t e .

I n  s u m m a r y ,  E x x o n  b e l i e v e s  t h a t  t h e r e  i s  n o  n e e d  

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

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

a s  p r e s e n t l y  p r o v i d e d  f o r  i n  t h e  s t a t u t e s .
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In s m e a r y ,  E x x o n  o p p o s e s  tha t p o r t i o n  of S e c t i o n  7 of t h e  Bill 

w h i c h  r e m o v e s  t h e  r e q u i r e d  f i n d i n g  t h a t  u n i t i z a t i o n  a n d  a d o p t i o n  

o f  u n i t i z e d  m e t b o d ( s )  w i l l  r e s u i t  in t h e  g e n e r a l  a d v a n t a g e  of t he 

o w n e r s  of t he oil a n d  g a s  r i gh ts . • P r e s e n t  l a w  o n  t h i s  s u b j e c t  

is r e a s o n a b l e  a n d  f a i r  a n d  s h o u l d  not be c h a n g e d .  Id  a d d i ti on , 

Ex xo n is o p p o s e d  t o  S e c t i o n  10 of t h e  Bil l s i n c e  t h e  p r o v i s i o n s  

it adds c o n c e r n i n g  u n d e r l i f t  J~nd o v e r l i f t  a p p e a r  to b e  u n n e c e s s a r y .  

The r e s t r i c t i o n  on t h e  r a t e  of r e c o v e r y  of u n d e r l i f t e d  o i l  co ul d 

‘cause p r o b l e m s  in t h e  f u t u r e .  Fina ll y , w e ' a r e  s t r o n g l y  o p p o s e d  

to S e c t i o n s  11 a n d  16 w h i c h  a l l o w  for  u n i t i z a t i o n  b y  u n i l a t e r a l  

st at e action.
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M E M O R A N D U M

SUBJECT:

TO:

FROM:

H B _ B 1 5  ( W - 0 >  n 2 / R )

The Honorable A1 Osterback, Chairman 
House Resources Commi^ttpe

Richard G. Haggar-M^'
Research Analyst

This memorandum is in response to your request that we prepare a summary 

analysis of HB 815, relating to oil and gas conservation.

Section 1

Amends AS 31.05.030(d) and allows the Department of Natural Resources to 

require oil or gas well operators to measure and monitor pressures 

within oil or gas pools. Such pressure monitoring would provide an 

additional source of information for state conservation authorities in 

terms of seeing that state conservation objectives ~re met.

Section 2

Amends AS 31.05.030(e) and allows the Department of Natural Resources to 

regulate the production rate of oil and gas from a well or property for 

purposes of meeting state conservation objectives.

Section 3

Amends AS 31.05.030(a)(1) and allows tne Department of Natural Resources 

to require that oil or gas well operators make, and file the results of, 

flow test information from wells drilled for oil or natural gas. Such 
flow test information would be covered under the confidentiality pro­

visions of AS 31.05.035(c).

S e c tion 4

Amends AS 31.05.035(c) and provides that only operators of oil and 

natural gas wells may require confidential treatment of data submitted 
to the Department of Natural Resources in relation to state conservation 
requirements. The current statute does not specify which parties may 

require confidential treatment of data.
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I
S e c t i o n  5

A me n d s  AS  3 1 . 0 5 . 0 6 0  b y  a d d i n g  a  new s u b s e c t i o n  ( b )  w h i c h  r e q u i r e s  t h a t  
a n y  a c t i o n  b y  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  u n d e r  A S  3 1 . 0 5  t h a t  
h a s  s t a t e - w i d e  o r  g e n e r a l  a p p l i c a t i o n  w i l l  b e  p e r f o r m e d  i n  a c c o r d a n c e  
w i t h  t h e  A d m i n i s t r a t i v e  P r o c e d u r e  A c t  ( A S  4 4 . 6 2 ) ,  e x c e p t  t h a t  a n y  a c t i o n  
b y  t h e  D e p a r t m e n t  u n d e r  A S  3 1 . 0 5  w i t h  r e s p e c t  t o  a s i n g l e  v/ e l l  o r  f i e l d  
v / i l l  b e  p e r f o r m e d  i n  a c c o r d a n c e  w i t h  r e g u l a t i o n s  o f  t h e  d e p a r t m e n t  
d e s i g n e d  t o  a f f o r d  p e r s o n s  a f f e c t e d  b y  t h e  a c t i o n  n o t i c e  a n d  a n  o p p o r ­
t u n i t y  t o  b e  h e a r d .

S e c t i o n  6

A me n d s  AS  3 1 . 0 5 . 1 1 0 ( b )  b y  r e m o v i n g  t h e  r e q u i r e m e n t  t h a t  a  u n i t i z a t i o n  
a g r e e m e n t ,  i f  p r o m u l g a t e d ,  " . . . w i l l  r e s u l t  i n  t h e  g e n e r a l  a d v a n t a g e  o f  
t h e  o wn e r s  o f  t h e  o f !  a n d  g a s  r i g h t s  w i t h i n  t h e  p o o l  o r  p o r t i o n  o f  i t  
d i r e c t l y  a f f e c t e d . . . "

S e c t i o n  7

A me n d s  A S  3 1 . 0 5 . 1 1 0 ( c )  i n  t h e  f o l l o w i n g  m a n n e r :

1 .  M a k e s  d i s c r e t i o n a r y  t h e  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s '  
a u t h o r i t y  t o  d e t e r m i n e  t h e  s i z e  a n d  a r e a  o f  o p e r a t i n g  u n i t s .

2 .  R e v i s e s  t h e  t e r ms  b y  w h i c h  t h e  d e p a r t m e n t  d e t e r m i n e s  t h e  a r e a  
o f  a n  o p e r a t i n g  u n i t  f r o m  " . . . t h e  a r e a  o f  a p o o l  or.  p o r t i o n  o f  
i t . . . "  t o  " . . . t h e  b o u n d a r y  o f  t h e  a r e a . . . " .

3 .  Ma k e s  d i s c r e t i o n a r y  t h e  d e p a r t m e n t ' s  a u t h o r i t y  t o  l i m i t  u n i t ­
i z a t i o n  a g r e e m e n t s  t o  s i n g l e  p o o l s  o r  p o r t i o n s  o f  s i n g l e  
p o o l s .

4 .  R e m o v e s  t h e  r e q u i r e m e n t  t h a t  u n i t i z a t i o n  a g r e e m e n t s  c a n  c o v e r  
o n l y  t h o s e  a r e a s  o f  a  p o o l  o r  p o o l s  w h i c h  h a v e  b e e n  d e f i n e d  
a n d  d e t e r m i n e d  t o  b e  p r o d u c t i v e  o f  o i l  a n d  g a s  b y  a c t u a l  
d r i l l i n g  o p e r a t i o n s .

S e c t i o n  8

A m e n d s  AS  3 1 . 0 5 . 1 1 0 ( h )  b y  d e l e t i n g  r e f e r e n c e s  t o  " o n e - e i g t h "  l a n d o w n e r  
r o y a l t y  s h a r e s .  T h e  a m e n d a t o r y  l a n g u a g e  w o u l d  t a k e  i n t o  a c c o u n t  c i r ­
c u m s t a n c e s  w h e r e  t h e  l a n d o w n e r s  r o y a l t y  s h a r e  was  o t h e r  t h a n  o n e - e i g h t h  
( 1 2 . 5 % ) .

S e c t i o n  9

A me n d s  AS  3 1 . 0 5 . 1 1 0 ( i )  b y  f o r b i d d i n g  e i t h e r  u n d e r l i f t i n g  o r  o v e r l i f t i n g  
o f  a n  " a l i q u o t "  ( a  f r a c t i o n )  o f  u n i t  p r o d u c t i o n  u n l e s s  a n  e m e r g e n c y  
o r d e r  f o r  s u c h  u n d e r - o r  o v e r l i f t i n g  i s  a p p r o v e d  b y  t h e  d e p a r t m e n t .  
" E m e r g e n c y  o r d e r "  i s  n o t ,  h o w e v e r ,  d e f i n e d  e i t h e r  i n  H B  8 1 5  o r  t h e  
c u r r e n t  s t a t u t e .
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Hon. A1 Osterback -3- March 1, 1978

S e c t i o n  1 0

A m e n d s  AS  3 1 . 0 5 . 1 7 0 ( 1 1 )  b y  d e f i n i n g  t h e  d r i l l i n g  o f  u n n e c e s s a r y  w e l l s  t o  
c a r r y  o u t  t h e  g e n e r a l  c o n s e r v a t i o n  p u r p o s e s  o f  A S  3 1 . 0 5  a s  " w a s t e " .

S e c t i o n  1 1

A m e n d s  AS  3 1 . 0 5 . 1 7 0 ( 1 2 )  b y  c l a r i f y i n g  t h e  d e f i n i t i o n  o f  a " c u b i c  f o o t  o f  
n a t u r a l  g a s "  a n d  b y  c h a n g i n g  t h e  p r e s s u r e  m e a s u r e m e n t  b a s e  f o r  d e f i n i n g  
a  " c u b i c  f o o *  o f  n a t u r a l  g a s "  f r o m  1 4 . 5 5  p o u n d s  p e r  s q u a r e  i n c h  a b s o l u t e  
t o  1 4 . 7 3  p o u n d s  p e r  s q u a r e  i n c h  a b s o l u t e  ( c o n f o r m i n g  A l a s k a ' s  l a w  t o  
b o t h  f e d e r a l  s t a n d a r d s  a n d  t h o s e  o f  t h e  I n t e r s t a t e  O i l  C o m p a c t ) .

S e c t i o n  1 2

A m e n d s  AS  3 8 . 0 5 . 1 8 0  r e l a t i n g  t o  t h e  l e a s i n g  o f  p u b l i c  l a n d s ,  b y  a d d i n g  
t h e  r e q u i r e m e n t  t h a t  n o  l e a s e  u n d e r  s e c t i o n  1 8 0  ma y  b e  i s s u e d  w i t h o u t  
i n c l u s i o n  o f  t h e  l a n g u a g e  o f  A S  3 1 . 0 5 . 1 1 0 ( h )  ( p r o v i d i n g  f o r  t h e  a s s e s s ­
m e n t  o f  u n i t i z a t i o n  c o s t s )  a s  p a r t  o f  t h e  l e a s e .  S e c t i o n  1 2  a l s o  p r o ­
v i d e s  t h a t  l e a s e s  i s s u e d  i n  v i o l a t i o n  o f  t h i s  r e q u i r e m e n t  s h a l l  b e  
c o n s t r u e d  a s  c o n t a i n i n g  t h e  l a n g u a g e  o f  AS  3 1 . 0 5 . 1 1 0 ( h ) .

S e c t i o n  1 3

A m e n d s  AS  4 3 . 5 5 . 1 4 0 ( 2 )  r e l a t i n g  t o  A l a s k a ' s  o i l  a n d  g a s  s e v e r a n c e  t a x ,  
b y  c h a n g i n g  t h e  p r e s s u r e  m e a s u r e m e n t  b a s e  f o r  d e f i n i n g  " o n e  c u b i c  f o o t  
o f  g a s "  f r o m  1 4 . 6 5  p o u n d s  p e r  s q u a r e  i n c h  a b s o l u t e  t o  1 4 . 7 3  p o u n d s  p e r  
s q u a r e  i n c h  a b s o l u t e  ( a g a i n ,  c o n f o r m i n g  A l a s k a ' s  l a w  t o  t h e  f e d e r a l  a n d  
I n t e r s t a t e  O i l  C o m p a c t  s t a n d a r d ) .

S e c t i o n  1 4

P r o v i d e s  t h a t  t h e  A c t  w i l l  t a k e  e f f e c t  J u l y  1 ,  1 9 7 8 .



3 2 4 A  S „ W i l l o u g h b y  

J u n e a u ,  A l a s k a  9 9 8 0 1

K a y  15, 1 9 7 8

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

A l a s k a  S t a t e  S e n a t e  

P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  S e n a t o r  C r o f t :

A s  t h e  s p o n s o r  o f  S e n a t e  B i l l  503, r e l a t i n g  t o  t h e  e s t a b l i s h ­
m e n t  o f  a n O i l  a n d  G a s  C o n s e r v a t i o n  C o m m i s s i o n ,  y o u  a l r e a d y  k n o w  t h a t  

t h e  H o u s e  h a s  p a s s e d  H o u s e  B i l l s  8 1 5  a n d  8 3 0  o n  m u c h  t h e  s a m e  s u b j e c t .

T h e r e  is, h o w e v e r ,  a s m a l l  t e c h n i c a l  c h a n g e  w h i c h  c o u l d  b e  

m a d e  t o  y o u r  b i l l  o r  t o  t h e  a p p r o p r i a t e  H o u s e  b i 1 1, w h i c h  c h a n g e  w o u l d  
h a v e  a p o t e n t i a l  b e n e f i t  t o  t h e  S t a t e  o f  A l a s k a  i n  e x c e s s  o f  $ 1 3 5  
m i  1 lion .

T h e  d e t a i l s  o f  t h e  c o s t  s a v i n g s  t o  t h e  S t a t e  a r e  r e l a t e d  in 

t h e  a c c o m p a n y i n g  l e t t e r s  t o  R e p r e s e n t a t i v e s  C h a t t e r t o n  a n d  M a l o n e  a n d  
t o  S e c r e t a r y  S c h l e s i n g e r .

P u t  s i m p l y ,  t h e  s u g g e s t e d  c h a n g e  w o u l d  g i v e  t h e  s t a t e  t h e  

o p t i o n  o f  k e e p i n g  i t s  " e x c e s s "  o r  " s u r p l u s "  o i l  i n  t h e  g r o u n d  u n t i l  

m a r k e t s  c a n  b e  f o u n d  w h i c h  h a v e  l o w  t r a n s p o r t a t i o n  c o s t s  &  c o n s e q u e n t  

h i g h  r o y a l t y  i n c o m e  l e v e l s - - o r  u n t i l  t h e  F e d e r a l  g o v e r n m e n t  c a n  b e  

p e r s u a d e d  to c o m p e n s a t e  A l a s k a  f o r  c o n t i n u e d  p r o d u c t i o n  o n  b e h a l f  o f  
t h e  E a s t  C o a s t  e v e n  at l o w  r o y a l t y  r a t e s  f o r  A l a s k a .

T h e  c h a n g e  i n v o l v e s  g i v i n g  t h e  C o m m i s s i o n  t h e  r i g h t  to set 

p r o r a t i o n i n g  r a t e s  for " c o n s e r v a t i o n  o r  m a r k e t i n g  p u r p o s e s " .  (The  

u n d e r l i n e d  w o r d s  n e e d  t o  b e  a d d e d  t o  e i t h e r  t h e  H o u s e  b i l l  or  t o  y o u r  
b i l l  t o  m a k e  t h e  C o m m i s s i o n ' s  r i g h t s  e x p l i c i t  r a t h e r  t h a n  i m p l i c i t . )

T h e  o t h e r  c h a n g e  to r e a c h  t h i s  d e s i r a b l e  e n d  i s  i n  t h e  d e f i n i t i o n  
s e c t i o n :  t h e  d e f i n i t i o n  o f  " w a s t e "  s h o u l d  i n c l u d e  " t h e  p r o d u c t i o n  o f

o i l  o r  g a s  at a r a t e  g r e a t e r  t h a n  e c o n o m i c  m a r k e t  d e m a n d . "

As  t h e  l e t t e r  to R e p r e s e n t a t i v e  B u c h h o l d t  p o i n t s  ou t,  " e c o n o m i c  

m a r k e t  d e m a n d "  i s p u r p o s e l y  l e f t  v a g u e  t o  a l l o w  t h e  C o m m i s s i o n  to d e ­

c i d e  w h e t h e r  t o  m a x i m i z e  p r o d u c t i o n  o r  r e v e n u e ,  w h e t h e r  o r  no t to l e a v e  

o i l  e x c e s s  t o W e s t  C o a s t  d e m a n d  i n  t h e  g r o u n d  o r  to  p r o d u c e  o i l  to 
s a t i s f y  E a s t  C o a s t  d e m a n d .

S i n c e  l e g i s l a t o r s  a r e  u s e d  t o  a r g u m e n t s  f r o m  s e l f - i n t e r e s t ,  I 

s u g g e s t  1 0 %  o f  t h e  s a v i n g s  c o m e  t o  m e ;  t h e s e  s m a l l  c h a n g e s  wi.]l in a n y  

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

AGO 885858 - f ~



S e n a t o r  C h a n c y  C r o f t -2- M a y  15, 1 9 7 8

t r a n s p o r t a t i o n  c o s t s  o n  t h e  " e x c e s s "  o i l .  O r — a n d  t h i s  m a y  b e

u l t i m a t e l y  t h e  m o r e  l i k e l y  p o s s i b i l i t y — t h e  f a c t  t h a t  A l a s k a  h a s  

g i v e n  i t s e l f  t h i s  p o w e r  m a y  m e a n  t h a t  t h e  F e d e r a l  g o v e r n m e n t  w i l l  

e i t h e r  b e  w i l l i n g  to  c o m p e n s a t e  A l a s k a  f o r  e x c e s s  p r o d u c t i o n  o n  

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

A l a s k a  in  r e a l i z i n g  t h e  J a p a n e s e  b a r r e l - f o r - b a r r e l  sw a p .

In s h o r t ,  t h i s  i s  a c h a n g e  w h i c h  b e n e f i t s  A l a s k a :  p l e a s e
d o  w h a t  is p o s s i b l e

S t a t e  o f  A l a s  il

w i l l  b e  s u b s t  ______ _     t ____ _______________________ ___

y e a r  p e r i o d ;  t h e  p o t e n t i a l  s a v i n g s  w i l l  a l s o  b e  m o r e ,  t h e r e f o r e ,  
i f  t h e  c h a n g e  i n  S B 5 0 3  o r  H B 8 1 5  i s  e f f e c t e d .

c c ; /  S e n a t o r  P o l a n d  

S e n a t o r  S a c k e t t  

S e n a t e  P r e s i d e n t  R a d e r  

S e n a t o r  R a y  
S e n a t o r  H o h m a n  
S e n a t o r  S u m n e r  

S e n a t o r  H u b e r  
S e n a t o r  R o d e y

P.S . :  T h e r e  i s o n e

t o  2 m i l l i o n

AGO 885859



Title 31 - Chapter 05 - The States Oil and Gas 

C onser v a t i o n  Act was a d o pted in 1955 b y  the Territorial 

Legislature. The Act is v i r t u a l l y  the Interstate Oil 

Compact Commission's M odel Act. No substa ntive changes 

have b e e n  ma de to the Act since adaption, 23 years ago.

The Model Act was drafted p rima r i l y  for the purpose of 

p roviding States with the auth ority to protect correlative 

rights of private mineral  land owners and prohibit waste.

HB 815 except for Sect ion 15 deals solely w i t h  amendments 

to the Oil and Gas Cons er v a t i o n  Statute 31-05. The intent 

of the bill is to improve Statute for applic a t i o n  to Alaska 

w h i c h  is primarily a public lands state rather than a 

private lands state typified by the uplands of oil producing 

south 48 states.

HB 815 i n c o r p o r a t e ^  in additio n to the sponsors

proposals amendments to Statute r e q u est ed by the Department

of Natural Resources and amendments to Statute requested

by the industry. Several sections of the bill address/o r
requirements f(ra*ithe Industry additional data deemed necessary 

to insure A laska protection  of correlati ve rights and 

p revention of waste. Other sections address housekeep ing 

amendments to facilitate b e tt er a d m i n i s t r a t i o n  of the Act.

AG0 885860 .. L



The m o s t  subs tantive change to exi sting statute is 

p r o v i d e d  by Section 16 of the bill. This is a policy question.

Current law 31.05.110(d) in a d d i t i o n  to permit ting 

v o l u n t a r y  u n i t i z a t i o n  of m a n y  oil and gas leases in to 

one cooper ative reservoir m a n a g e m e n t  unit, provides the 

State w i t h  the auth ority to m a n d a t e  u n i t i  ation p roviding 

that 62.57, or m o r e  of the lessees a p prove and 62.57, or 

m o r e  of the lessors approve.

S e ction 16 of the bill repeals the proviso for 62.57, 

or m o r e  approval; thus p r o v i d i n g  the State w i t h  the power 

to m a n d a t e  u n i t i z a t i o n  of Oil and Gas leases w h e n  deemed 

n e c e s s a r y  to protect c orrela tive righrc and prevent waste.

Y o u  m a y  ask w h y  this power is needed. Oil and Gas 

reservoirs almost always have a habit of occuring beneath 

leases h aving different owership interests. Unless the 

entire reservoir is m a n a g e d  as one unit "waste" as defined 

by Statute will gene rally occur and in fact waste  as 

defined by Statute will m o s t  oft en be n e c e s s a r y  to protect 

correlative rights. We have a show w i n d o w  example of such 

w a s t e  existing on State lands today. We need the statutory 

hammer to force unitization. A f t e r  all, because of our 

severance tax law we have a v e s t e d  interest in ma ximi z i n g  

the u l t i m a t e  recovery of oil and gas from all lands w ithin 

the State regardless of ownership.

-  2 -
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Of lesser s ignificance are Sections 10 and 15 of 

the bill. Section 10 permits u n d e r l i f t i n g / o v e r l i f t i n g  of 

unit p r o d u c t i o n  only w h e n  it wi ll not create w a s t e  ex cepting 

for t emporary periods w h e r e  the C omm ission finds ex traordinary 

c onditions have occurred.

Section 15 requires that all future oil and gas 

lease forms include the language set forth w i t h i n  the 

qu o t a t i o n  marks. We w o u l d  not be in the court today if 

such language had been adopted  in earlier years.



OF F E R E D  IN THE HOU-SEf S ena te R e s o u r c e s  BY: Chatterton

To: Senator P o l a n d  HOUSE B I L L  N o , CSHB 815 (Finance’)

Pag e  7, L i n e  20

(a) D e l e t e  - (the unit) i m m e d i a t e l y  p r e c e d i n g  the w o r d  Production.

(b) A d d  - or lease i m m e d i a t e l y  f o l l owing the w o r d  tract.

P a g e  7, L i n e  23

A d d  - or lease immed i a t e l y  f o l l ow ing the w o r d  unit.

P a g e  9, L i n e  3 &  4

(a) D e l e t e  - (the unit) i m m e d i a t e l y  p r e c e d i n g  the w o r d  Production.

(b) L i n e  4 - A d d  - or lease i m m e d i a t e l y  following the w o r d  tract.

P a g e  9, L i n e  6

A d d  - or lease immed i a t e l y  follo w i n g  the w o r d  unit.

S E N A T E  BILL No,

Pa g e : 7 and 9 LlNE: Pg. 7 - Lines 2 0 &  23 

Pg. 9 - Lines 3,4 &  6

AGO 885863





SENATE

FU R TH ER : Finance

5/10/73

Mr. President

D a t e :

The C o m m i t t e e  on RESOURCES

establi shing the Alaska Oil and Gas Conser v a t i o n  C ommi ssion

has h a d  CSSSKK .-HO i'r-;n)

under c o n side ration and (a majority of the committee) (the committee 

reports it back as follows)

( ) recommends it do pass ( ) recommends it do not pass

( ) recommends it do pass w i t h  attached amendment(s)

( ) recommends it be replaced w i t h  • CS for :JS~ ///I (  f / / ■

and

( ) A N D  attaches a Letter of Entent

( ) reports it back without r e c o m mendati on

( ) and recommends it be referred to the

( ) n e w  title (/) same title

( ) New Fiscal Note

Committee

MEMBERS SIGNING DO PASS:

 »   _____
/ * . ..•*

II
■ /

O T H E R  RECOMM ENDATIONS

h o  7 /  ! i /•>

c '. / / /  ■'/l / ) "

S 60 ( r e v .  6 / 7 7 )

A G O  8 0 5 8 3 8

rs.

l''~y  V , ,C/
Chairman

/ V



T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T E N T H  L E G I S L A T U R E

F I S C A L  N O T E

I. R E Q U E S T
Bi l l /Resolut ion  No.  CSSS'rIB 830_____________________________________________________________________________

Tit le An A c t  e s t a b l  i s h i r . g  t h e  A l a s k a  O i l  and Gas C o n s e r v a t i o n  C o m m i s s io n __________

Requested b y  C o m m i s s i o n e r  R o b e r t  E.  LeResche___________________________ Hate June 1, 1978

II. F I S C A L  D E T A I L
Agency A  f leet ml D i v i s i o n  o f  O i l  & Gas C o n s e r v a t i o n  o f  D e p a r t m e n t  o f  N a t u r a l  Re s o u rc e s

Program Category Af fected  NRMEC________________________________________________________________________________

Budget Request Uni t(s)  Affected O i l  and Gas C o n s e r v a t i o n _______________________________________________

E X P E N D I T U R E S  (Thousands o f  Dollars)

1 / 2  y e a r

F Y  78 F Y  79 F Y  80 F Y  81 F Y S 2 F Y  83

100 P E R S O N A L  S E R V I C E S 125 .9 2 6 8 . 2 2 8 5 .6 30*1.2 32*1.0

200 T R A V E L 3 - 0 6 . r CN OO 7 . 2 7 . 7

300 C O N T R A C T U A L 7 6 .0 152 .0 2*0  .2 2 5 7 . 8  • 2 7 3 . 3

'100 C O M M O D I T I E S 1.0 2 . 2 2.*) 2 . 5 2 . 7  ....

SQ0 e o u i p m f - n t M 2.1 2 . 2 2 .*t 2 - 5 ...........

000 L A N D  & S T R U G "  " N " S

700 G R A N T S .  C L A I M

T O T A L 2 1 0 .8 * 0 0 . 9 5*10.2 57*4. 6 1 0 . 2

F U N D I N G  (Thousands o f  Dollars)

G E N E R A L  F U N D 2 1 0 . 8 * 0 0 - 9 5*40.2 57 * i . I 6 1 0 . 2

F E D E R A L  I U N D S

O T H E R  1.Speci fy)

P O S I T I O N S

F U L L  T I M E 7 7 7 7 7

P A R T  T I M E

1 E M P O K A R Y

III.  A N A L Y S I S  (See Fiscal Note Preparation Instructions,  Section I I I )

S a l a r i e s ,  e q u i p m e n t  and o t h e r  p r o v i s i o n s  f o r  t h r e e  C o m m i s s i o n e r s ,  t h r e e  p e r s o n a l  

s e c r e t a r i e s  and one  A n i n i s t r a t i v e  A s s i s t a n t  t o  make t h e  o r g a n i z a t i o n  s e m i - i n d e p e n d e n t . 

T h i s  assumes t h a t  burig- . . n a ,  p e r s o n n e l ,  and f i s c a l  w o rk  o r  b a s i c  a d m i n i s t r a t i v e  

s u p p o r t  w o u l d  be p r o v i d e d  by D e p a r tm e n t  o f  N a t u r a l  R e s o u r c e s  o r  some o t h e r  e x i s t i n g  

d e p a r t m e n t .  E x i s t i n g  s t a f f i n g  o f  t h e  p r e s e n t  D i v i s i o n  o f  O i l  and Gas w o u l d  be u t i l i z e d  

i n  t o t a l  in  th e  new C o m m i s s i o n .  The  e n t i r e  s t a f f  w o u l d  h a ve  t o  r e l o c a t e .

IV.  D A T E  June 1 . 1978_____________ P R E P A R E D  B Y  H° y l e  H ; Hami l t o n   t-------------------------
A r - u M r v  D i v i s i o n  o f  O i l  and Gas C o n s e r v a t i o n
AC — T7^T*rn  ---------------------------------------

Original:  Legislative Finance P H O N E  ______________________

cc: Budget and Management

Prime Sponsor (First  Legislator Named)

3 3 - 0 0 1  (Rev.  12 /77 )  AGO 8 8 5 8 3 4  * - f -



POSITION TITLE Administrative Assistant

100

200

300

*»00
500

T y p e  o f  E x p e n d i t u r e  

P e r s o n a l  S e r v i c e s  

T r a v e l  

C o n t r a c t u a 1

Commod i t  i es 

Equ i pment

T o t a  1

Amount

$ 1 7 , 0 5 5

6 , 7 0 0

300 
1 ,*400 

$25,*(55

Deta i

1 3 , 6*»** +  2 5 *  b e n e f i  t s = l  7 , 0 5 5

R e n t ,  word p r o c e s s i n g ,  

u t i 1 i t i e s ,  t e l e p h o n e

D i s c u s s  ion

One A d m i n i s t r a t i v e  A s s i s t a n t  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

AGO 885835



AGO 885836



Typ e o f  E x p e n d i t u r e  Amount

100 P e r s o n a ]  S e r v i c e s  $ 5 9 , 1 3 0

200 T r a v e l  2 , 0 0 0

300 C o n t r a c t u a l  6 , 7 0 0

**00 C o m m o d i t i e s  300

500 E q u i p m e n t  1,**00

T o t a l  $ 6 9 , 5 3 0

Pi s c u s s i o n

T h r e e  C o m m i s s i o n e r s  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

D e ta  i 1

**7 , 30*1 +  25% b e n e f i t s = $ 5 9 , 1 3

R e n t ,  word  p r o c e s s i n g ,  

u t i l i t i e s ,  t e l e p h o n e

AGO 885837



I. R E Q U E S T

Rtfso! i ! ti o. u N o .  S S H B  8 3 0 ____________________________________________________________________
T i d e  "l C t  E s t a b l i s h i ng t h e O i l  a n d Gas Co n s e r v a t i o n  Co m m i s s i o n  

R j ‘y . i 7 s t e l f r .  Commi s 5 To n e r  Le Re s ch e       '  p 3 te......... T / 1 3 / 7 8 '

U. F I S C A L  D E T A I L  . . .
Ag e n c y  A f f e c te d  D i v i s i o n  o f  Oi l and Gas C o n s e r v a t i o n  o f  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

P r o g r j m  Category Af f ect ed .  NFtfi'ET

Budgr-t Request  U n i t ' s )  Af f ected  ~OTT and Gas C o n s e r v a t i o n

E X P E N D  I T U R F S  (Thousa nd s  o f  Dol lars)

1 / 2  y e a r

F Y  78 F T  79 F Y  SO F Y  81 F Y S 2 F T  S3

100 P E R S O N A L  S E R V I C E S 8 . 5 1 8 .2 1 9 . 3 2 0 . 6 2 1 . 9

; n o T R A V E L

l o o C O N T R A C T U A L 3 . 3 7.1 7 . 6 8.1 8 . 6

4 0 0 C O M M O D I T I E S .2 .3 .3 .b .b

5 00  E Q U I P M E N T .7 1 . 5 1 . 6 1 . 7 1 .8

fif.O L A N D  &  S T R U C T U R E S

70 0 G R A N T S .  C L A I M S .  ETC.

T O T A L
1 2 . 7 27. 1 2 8 . 8 3 0 . 8 3 2 . 7

F U N D I N G  ( Tho usa nd s  o f  Dol lars)

G E N E R A L  F U N D . 1 2 .7 27.1 2 8 . 8 3 0 . 8 3 2 . 7

F E D E R A L  F U N D S

O T H E R  ( S r e c i f v )
•

PO S I T I O N S

F U L L  T I M E 1 L  1 .......1 . 1

P A R T  T I M E

T E M P O R A R Y

II I .  A N A L Y S I S  (See Fiscal  N o t e  Preparation Instruct ions, Section 111)

T h e s e  e s t i m a t e s  assume t h a t  t h e  p r e s e n t  O i l  and Gas C o n s e r v a t i o n  C o m m i t t e e  

w o u l d  be s e l e c t e d  f o r  t h e  new C o m m i s s io n  s e r v i n g  in  t h e  d u a l  c a p a c i t y  as 

C o m m i s s i o n e r  ( C h i e f  P e t r o l e u m  E n g i n e e r ) ,  C o m m i s s i o n e r  ( C h i e f  P e t r o l e u m  

G e o l o g i s t )  and C o m m i s s i o n e r  ( D i r e c t o r ) .  S i n c e  t h e r e  i s  n o t  s u f f i c i e n t  top  

l e v e l  w o r k  t o  keep t h r e e  c o m m i s s i o n e r s  b u s y ,  a s a v i n g s  o f  a p p r o x i m a t e l y  

0 0 0 / y e a r  c o u l d  be r e a l i z e d  i n  t h i s  m a n n e r .  H e lp  i s  needed a t  th e  

lo w e r  l e v e l s .

|I
■

I V .  D A T E _____ J d a m h _ L ^ _ IA 7 - 8 _________ P R E P A R E D  B Y  _ _  -------
A G E N C Y  a Gas Co n s e r v a t i o n

Original ;  Legidat ivc  F inance P H O N E  ______________________•i-*
cc; Budget  and Menae::? -?nt

Prime Sponsor  > F i ' t L 'g N D ' . o r  N am ed)

c3 Ou 1 »K\*v ! •’ 7 7 )

AGO 8 8 5 8 3 9  -•)-



POSITION TITLE Administrative Assistant

100

200
300

M O

“ 00

T y p e o f  E x p e n d i t u r e  

P e r s o n a l  S e r v i c e s  

T r a v e l  

C o n t r a c t u ?

Commod i t  i es 

E q u i p m e n t

T o t a  1

Amount

$ 1 7 , 0 5 5

6,700

300 

1, boo 

$ 2 5 ,kSS

Deta i

13 , 6M  +  25%  b e n e f  i t s = l 7 , 0 5 5

R e n t ,  word p r o c e s s i n g ,  

u t  i 1 i t  i e s , t e I e p h o n e

D i sc uss  ion

One A d m i n i s t r a t i v e  A s s i s t a n t  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

AGO 885840



B i l U R e s o E . d o n  N o . , . ____________________________________  ̂ ___________ ___________________
An A c t  0 5 ta i .T  I = ;■.in g  t h e  A l c r : r..-. c l  T  a n d ’ Gas C o n s e r v a t i o n  C o m m i s s i o n  

TomriTss rdneFTerles c he

REQUEST SSHB 830

Rcuuested  b v Date 3/T377F'

11. F I S C A L  D E T A I L
A' -ency  A f f e c t e d  ^ l v ‘ s i 0 n  01 ® ancl ^ as  C o n s e r v a t i o n  o f  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

Program Ca te g o ry  A f f e c t e d .  NkMLC

Budget  Request  U n i t ( s )  Af f e ct e d, O i 1 and Gas C o n s e r v a t i o n

E X P E N D I T U R E S  (Thousands of Dollars)

e a r
F Y  73 F Y  79 F Y  SO F Y  SI F Y  S2 F Y  83

100 P E R S O N A L  SERVICES L 123.9 2 6 8 . 2 2 8 5 . 6 304.2 3 2*1. 0
:on t r a v f i 3.0 674 6 .8 7.2 7.7

?oo C O N T R A C T U A L 2 3 . 6 5̂ .. 6 5B.I 6 1 . 9 * 65.9

400 coM\ronrrf“S 1 . 0 2 . 2 27k 2.5 2.7

500 E Q U I P M E N T 4.9 2 . 1 2 . 2 2.4 2.5

600 I A N D  &. S T R U C T U R E S
700 G R A N T S .  CLAIMS. ETC.

T O T A L
160 Mi 333.5 355.1 378.2 402.8

F U N D I N G  (T h o u s a n d s  o f  Dol lars)

G F N F R A L  F U N D  ....... 160.4 .333-5. 355-1., ..._.1 7 8 .2 402.8
F E D E R A L  F U N D S

•

O T H E R  fSnecifvl

P O S I T I O N S

F U L L  T I M E 1 7 . . .  1 _ ___ 1 - ............ ........7 3.. .
P A R T  T I M E 1
T E M P O R A R Y

I I I .  A N A L Y S I S  (See Fiscal  No te  Preparat ion Instruct ions,  Sect ion H I )

S a l a r i e s ,  e q u i p m e n t  and o t h e r  p r o v i s i o n s  f o r  t h r e e  C o m m i s s i o n e r s ,  t h r e e  p e r s o n a l  s e c r e t a r i e s  

and one  A d m i n i s t r a t i v e  A s s i s t a n t  t o  make t h e  o r g a n i z a t i o n  semi i n d e p e n d e n t .  T h i s  a s s u m e s  

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

by D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  o r  some o t h e r  e x i s t i n g  d e p a r t m e n t .  E x i s t i n g  s t a f f i n g  o f  

t h e  p r e s e n t  D i v i s i o n  o f  O i l  and Gas w o u l d  be u t i l i z e d  i n  t o t a l  - i n  t h e  new C o m m i s s i o n .

IV. D A T E  March 13. 1978

Orig in  •! Lev? ;h:»vc F inance 

c.\ Bu-Ju;r ; :;J M  .nSi iement

Fri":e Sponsor if Cst Legislator Xcrr.eJ»

. P R E P A R E D  B Y .      _ _
r . ,.,.r v  Division or Oi I and Gas Conservation

— - v r r m  ~

3 3 - C O :  ( H r . .  ! 2 / 7 7 )

A G O 885841



POSITION TITLE Commi ss i oner

T y p e  o f  E x p e n d i t u r e  Am ou n t

100 P e r s o n a l  S e r v i c e s  $ 5 9 , 1 3 0

200 T r a v e l  2 , 0 0 0

300 C o n t r a c t u a l  6 , 7 0 0

400 C o m m o d i t i e s  300

500 E q u i p m e n t  1 , 4 0 0

T o t a l  $ 6 9 , 5 3 0

Pi  s c u s s  i on

T h r e e  C o m m i s s i o n e r s  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

D e t a  i 1

47, ,304  +  25% b e n e f i t s = $ 5 9 , 1 3 0

R e n t ,  w o rd  p r o c e s s i n g ,  

u t i l i t i e s ,  t e l e p h o n e



I CO

200
300

1*00

500

T y p e  o f  E x p e n d i t u r e  

P e r s o n a l  S e r v i c e s  

T r a v e l  

C o n t r a c t u a 1

Comrr.odi t i e s  

E q u i  pment

T o t a  1

Amount

$ 1 7 , 0 5 5

6 , 7 0 0

300 

1 ,1*00 

$ 2 5 , *i55

D e t a i 1

13,6**** +  25% b e n e f i  t s = 1 7 , 0 5 5

R e n t ,  wo rd  p r o c e s s i n g ,  

u t i l i t i e s ,  t e l e p h o n e

D i s c u s s  i o n

One A d m i n i s t r a t i v e  A s s i s t a n t  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

A G O  8 8 5 8 4 3



-'iff?

POSITION TITLE Secretary

100

200

300

*lOO

500

T y p e  o f  E x p e n d i t u r e  

P e r s o n a l  S e r v i c e s  

T r a v e l  

C o n t r a c t u a l

Commod i t  i es 

E q u i p m e n t

T o t a l

Amount

$ 1 7 , 0 5 5

8 ,2 00

300

1,**00

$ 2 6 , 9 5 5

D e t a  1 1

13,6**** +  25% b e n e f i t s = 1 7 , 0 5 5

Pvent,  wo rd  p r o c e s s i n g ,  

u t i l i t i e s ,  t e l e p h o n e

Di s c u s s i o n

T h r e e  s e c r e t a r i e s  r e q u i r e d  s t a r t i n g  1 / 1 / 7 9

AGO 885844



Yi&TI ©IF M M K &  
T TC3E E  H J J O i L O T M

POUC.. Y • STATE CAPlTOI. 

JUNEAU. ALASKA 9 9 8 11 

907-.16S-3300

LEGISLATIVE AFFAIRS AGENCY

M E M O R A N D U M  M a r c h  2 1 ,  1 9 7 8

S U B J E C T :  D r a f t  R e s o u r c e s  C o m m i t t e e ^ S u b s t i t u t e  f o r  S S H B  8 3 0

T O :  T h e  H o n o r a b l e  C .  V .  " C h a t "  C h a t t e r t o n

F R O M :  G r e g g  K .  E r i c k s o n  At
D i r e c t o r  o f  R e s e a r c \ y l [

As  y o u  d i r e c t e d ,  we h a v e  e n g r o s s e d  t h e  l a n g u a g e  y o u  p r e s e n t e d  u s  y e s t e r ­
d a y  i n t o  a wo r k  d r a f t  c o m m i t t e e  s u b s t i t u t e  f o r  S S H B  8 3 0 .  T h e  d r a f t  
c o m m i t t e e  s u b s t i t u t e  i s  a t t a c h e d  h e r e w i t h .

A l t h o u g h  we h a v e  i n c o r p o r a t e d  y o u r  l a n g u a g e  i n t o  S S H B  8 3 0 ,  a s  y o u  
s p e c i f i c a l l y  d i r e c t e d ,  we w o u l d  c a u t i o n  t h a t  d o i n g  t h i s  h a s  i n t r o d u c e d  a 
n u m b e r  o f  u n c e r t a i n t i e s  i n t o  t h e  b i l l .  A mo n g  t h e s e  a r e  t h e  f o l l o w i n g :

1 .  S e c .  3 1 . 0 5 . 0 1 5  C O M P E N S A T I O N  O F  ME MB E R S  O F  T H E  C O M M I S S I O N . By
d e l e t i n g  t h e  p h r a s e  " e q u a l  t o  t h a t  o f  a  c o m m i s s i o n e r  o f  a 
p r i n c i p a l  e x e c u t i v e  d e p a r t m e n t "  a f t e r  t h e  wo r d  " s a l a r y " ,  y o u  
a r e  p r e s u m a b l y  r e s e r v i n g  t o  l a t e r  l e g i s l a t i v e  a c t i o n  t h e
e s t a b l i s h m e n t  o f  c o m m i s s i o n e r s '  s a l a r i e s .  I f  t h i s  i s  t o  b e
d o n e  i n  t h e  c o u r s e  o f  t h e  b u d g e t a r y  p r o c e s s ,  I  w o u l d  s u g g e s t  
t h a t  t h e  s t a f f  o f  t h e  L e g i s l a t i v e  F i n a n c e  D i v i s i o n  b e  c o n ­
t a c t e d  t o  i n s u r e  t h a t  t h e  s a l a r y  a l l o c a t i o n  i s  m a d e  a s e p a r a t e  
l i n e  i t e m ,  o r  t h a t  o t h e r  a p p r o p r i a t e  s t e p s  a r e  t a k e n  t o  i n s u r e  
t h a t  l e g i s l a t i v e  i n t e n t  w i t h  r e s p e c t  t o  s a l a r i e s ,  w h a t e v e r  i t  
m i g h t  b e ,  i s  f u l f i l l e d .  I f  i t  i s  t h e  l e g i s l a t i v e  d e s i r e  t o  
h a v e  t h e  me mb e r s  o f  t h i s  c o m m i s s i o n  t r e a t e d  f o r  s a l a r y  p u r p o s e s  
t h e  s a me  wa y a s  m e m b e r s  o f  a l l  o t h e r  r e g u l a t o r y  c o m m i s s i o n s ,  
t h e n  i t  w i l l  b e  n e c e s s a r y  t o  a me n d  t h e  A l a s k a  S a l a r y  C o m m i s s i o n  
A c t  ( A S  3 9 . 2 3 . < T 0 )  i n  o r d e r  t o  i n c l u d e  t h e  c o m m i s s i o n  i n  t h e  
p u r v i e w  o f  t h e  s a l a r y  r e v i e w  b o d y .

2 .  S e c .  3 1 . 0 5 . 0 2 3 ( b )  a n d  ( c ) . T h e  e f f e c t  o f  y o u r  c h a n g e  t o  
s u b s e c t i o n  ( b T i s  t o  p l a c e  t h e  p r o f e s s i o n a l  s t a f f  o f  t h e  
c o m m i s s i o n  a n d  t h e  p e r s o n a l  s e c r e t a r i e s  o f  e a c h  c o m m i s s i o n e r  
i n  t h e  e x e m p t  s e r v i c e .  I f  t h i s  i s  y o u r  i n t e n t i o n ,  i t  w o u l d  b e  
d e s i r a b l e ,  a l I t h o u g h - n o t ' - s . t r i c t l y  r e q u i r e d ,  t h a t  a c o n f o r m i n g  
a m e n d m e n t  t o  -AS 3 9 . 2 5 . 1 1 0  b e  a d o p t e d  a s  w e l l .  T h e  e f f e c t  o f  
y o u r  c h a n g e  w f l T T r e ~ t c n g i ' v e  t h e  c o m m i s s i o n  p r e t t y  mu c h  c o m p l e t e  
d i s c r e t i o n  w i t h  r e s p e c t  t o  e s t a b l i s h i n g  t h e  s a l a r i e s  o f  i t s
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p r o f e s s i o n a l  s t a f f  me mb e r s  ( w i t h  t h e  e x c e p t i o n  o f  t h e  e x e c u t i v e  
d i r e c t o r )  a n d  t h e  c o m m i s s i o n e r ' s  p e r s o n a l  s e c r e t a r i e s ,  s u b j e c t  
o n l y  t o  t h e  o v e r a l l  c o n s t r a i n t  o f  h a v i n g  t o  l i v e  w i t h i n  t h e i r  
b u d g e t .  S i n c e  y o u  d i d  n o t  d e l e t e  ( d ) ,  we a s s u m e  y o u  w i s h  t o  
l e a v e  t h e  e x e c u t i v e  d i r e c t o r ' s  s a l a r y  p e g g e d  t o  t h a t  o f  a 
c o m m i s s i o n e r  o f  a  p r i n c i p a l  e x e c u t i v e  d e p a r t m e n t .

S e c .  3 1 . 0 5 . 0 2 5  C O N F L I C T  O F  I N T E R E S T .  T h e  l a n g u a g e  y o u  p r o v i d e d  
w o u l d  ma k e  e m p l o y e e s ,  c o n s u l t a n t s  a n d  m e m b e r s  o f  t h e  c o m m i s s i o n  
s u b j e c t  t o  A S  3 9 . 5 0  a n d  AS  3 9 . 5 1 .  We w o u l d  c a l l  y o u r  a t t e n t i o n  
t o  t h e  f a c t  t h a t  * S e c .  2 o f  t h e  b i l l  a l r e a d y  b r i n g s  t h e  c o m m i s s i o n e r s  
u n d e r  c h a p t e r  5 0 .  I f  i t  i s  d e s i r e d  t o  b r i n g  t h e  e m p l o y e e s  a n d  
c o n s u l t a n t s  o f  t h e  d e p a r t m e n t  u n d e r  t h i s  c h a p t e r ,  a m e n d m e n t  t o  
A S  3 9 . 5 0  w i l l  b e  r e q u i r e d .  B r i n g i n g  c o n s u l t a n t s  a n d  e m p l o y e e s  
u n d e r  A S  3 9 . 5 0  w i l l ,  o f  c o u r s e ,  me a n  t h a t  t h e y  w i l l  b e  s u b j e c t  
t o  t h e  f u l l  p u b l i c  d i s c l o s u r e  r e q u i r e m e n t s  now i m p o s e d  o n  
l e g i s l a t o r s  a n d  o t h e r  " p u b l i c  o f f i c i a l s "  a s  d e f i n e d  i n  t h a t  
c h a p t e r .

S u b s e c t i o n  ( b )  o f  t h i s  s e c t i o n  g i v e s  t h e  g o v e r n o r  a u t h o r i t y  t o  
d e t e r m i n e  w h e t h e r  a  c o n f l i c t  o f  i n t e r e s t  e x i s t s ,  p r e s u m a b l y  
b a s e d  o n  t h e  d i s c l o s u r e s  r e q u i r e d  u n d e r  AS  3 9 . 5 0 .  I t  i s  n o t  
c l e a r ,  h o w e v e r ,  wh a t  a c t i o n  t h e  g o v e r n o r  w o u l d  t a k e  i f  h e  
d e t e r m i n e s  s u c h  a c o n f l i c t  e x i s t s ,  o r  w h a t  a u t h o r i t y  t h e  
g o v e r n o r  w o u l d  h a v e  i n  t h e  e v e n t  a m e m b e r ,  c o n s u l t a n t  o r  
e m p l o y e e  o f  t h e  c o m m i s s i o n  d i s a g r e e d  w i t h  t h e  g o v e r n o r ' s  
d e t e r m i n a t i o n  t h a t  a p a r t i c u l a r  h o l d i n g  w o u l d  i m p a i r  t h e  
p e r s o n ' s  a b i l i t y  t o  a c t  i n  t h e  " b e s t  i n t e r e s t s  o f  t h e  p e o p l e  
o f  A l a s k a " .

AS  3 1 . 5 1  w i l l  n e e d  t o  b e  a m e n d e d  i f  i t  i s  d e s i r e d  t o  b r i n g  
c o n s u l t a n t s  u n d e r  i t s  p r o v i s i o n s .

S e c .  3 1 . 0 5 . 0 2 6  R E L A T I O N S H I P  T O  D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S .
We a r e  n o t  c l e a r  a s  t o  y o u r  i n t e n t  i n  a d d i n g  s u b s e c t i o n  ( d ) .
I f  s u b s e c t i o n  ( c )  i s  t o  b e  s u p e r s e d e d ,  t h e n  i t  p r o b a b l y  s h o u l d  
b e  d e l e t e d  a s  w e l l .  I t  w o u l d  a p p e a r  t h a t  y o u r  i n t e n t  i n  ( d )  
i s  t o  v e s t  a l l  i n f o r m a t i o n  g a t h e r i n g  r e s p o n s i b i l i t y  i n  t h e  
c o m m i s s i o n .  T h i s  c o u l d  c r e a t e  d i f f i c u l t i e s  f o r  t h e  d e p a r t m e n t  
i f  i t  a t t e m p t s  t o  r e q u i r e  p e r s o n s  c o n d u c t i n g  g e o p h y s i c a l  
e x p l o r a t i o n  o r  d r i l l i n g  o n  s t a t e  l a n d s  t o  p r o v i d e  i t  w i t h  
i n f o r m a t i o n  t o  a s s i s t  t h e  s t a t e  i n  p l a n n i n g  f o r  a n d  c o n d u c t i n g  
t h e  l e a s i n g  o f  o i l  a n d  g a s  l a n d s .  F u r t h e r m o r e ,  i t  i s  n o t  
c l e a r  w h a t  e x e m p t i o n s  w o u l d  b e  a l l o w e d  t o  " t h e  g e n e r a l  r u l e "  
t h a t  i s  d e s c r i b e d  i n  s u b s e c t i o n  ( d ) .

W i t h  r e s p e c t  t o  s u b s e c t i o n  ( e )  we a r e  n o t  c l e a r  a s  t o  t h e  
i n t e n t  o r  e f f e c t  o f  t h e  f i r s t  s e n t e n c e .  T h e  s e c o n d  s e n t e n c e  
o f  t h i s  s u b s e c t i o n  a p p e a r s  t o  e n c o u r a g e  i n t e r a g e n c y  a g r e e m e n t s ,  
b u t  b y  e n u m e r a t i n g  t h e  a r e a s  t o  w h i c h  s u c h  a g r e e m e n t s  may b e
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e n t e r e d  i n t o ,  a n d  b y  s p e c i f y i n g  t h a t  t h e y  ma y  b e  o n l y  f o r  " t h e  
s o l e  p u r p o s e  o f  e f f i c i e n c y "  t h e  s e n t e n c e  c o u l d  b e  c o n s t r u e d  a s  
l i m i t i n g  s u c h  a g r e e m e n t s  t o  t h e  a r e a s  e n u m e r a t e d ,  a n d  f o r  t h e  
p u r p o s e  s p e c i f i e d .  S u b s e c t i o n  ( f )  s e e ms  t o  s p e a k  t o  t h e  s a me  
m a t e r i a l  a s  c o n t a i n e d  i n  s u b s e c t i o n s  ( a )  a n d  ( b ) .  We c a n n o t  
j u d g e  v/hat i t s  e f f e c t  w o u l d  b e ,  e i t h e r  t a k e n  t o g e t h e r  w i t h  ( a )  
a n d  ( b )  o r  s t a n d i n g  a l o n e .

A  p r i o r  s c h e d u l i n g  c o m m i t m e n t  t o  a n o t h e r  c o m m i t t e e  w i l l  p r e v e n t  u s  f r o m  
a t t e n d i n g  y o u r  m a r k u p  h e a r i n g  t h i s  a f t e r n o o n ,  b u t  we h o p e  t h e s e  c o mme n t s  
ma y  b e  h e l p f u l .

G K E : j m  
A t t a c h m e n t

C C :  T h e  H o n .  H u g h  M a l o n e  ( c o - s p o n s o r )
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