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I n t ro d u c e d :  1 /18/ 83
R e f e r r ed :  R e s o u r c e s  a n d

F i n a n c e

IN T H E  S E N A T E  ' B Y  M O S S

S E N A T E  B I L L  NO. 45 

IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A  

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

A  B I L L

F or  an  Act  e nt itl ed:  " A n  A c t  r e l a t i n g  to the A l a s k a  A g r i c u l t u r a l  A c t i o n

C o u n c i l  a nd  t r a n s f e r r i n g  th e a d m i n i s t r a t i o n  of the

a g r i c u l t u r a l  r e v o l v i n g  l o a n  fund to that cou ncil; an d

p r o v i d i n g  for an e f f e c t i v e  d a t e . "

BE  IT E N A C T E D  BY 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 ASK A:

* S e c t i o n  1. AS  0 3 . 1 0 . 0 2 0  is a m e n d e d  to read:

Sec. 0 3 . 1 0 . 0 2 0 .  P O W E RS  O F  T H E  C O U N C I L  [ D E P AR TME NT] . The c o u n c i l  

[DEP AR TM E N T ]  m a y

(1) m a k e  loans to i n d i v i d u a l  r e s i d e n t  far mer s, h o m e s t e a d­

ers, and p a r t n e r s h i p s  or c o r p o r a t i o n s  c o m p o s e d  of f ar m e r s  a nd h o m e ­

st ea de r s ,  for c l e a r i n g  land for a g r i c u l t u r a l  p ur p o s e s ,  d e v e l o p m e n t  of 

farms, s to ra g e  an d p r o c e s s i n g  of f arm p ro d u c e ,  l i v e s t o c k  a nd m a c h i n e r y  

a nd  to i n d i v i d ua ls , p a r t n e r s h i p s  or  c o r p o r a t i o n s ,  for s t o r a g e  an d 

p r o c e s s i n g  p l a n t s  for  a g r i c u l t u r a l  p r o d uc t s ;

(2) d e s i g n a t e  age nt s an d d e l e g a t e  its p ow e r s  to t h em  as

n e c e s s a r y ;

(3) ad opt  r ule s and r e g u l a t i o n s  n e c e s s a r y  to c ar ry out its

f u n c t i o n s ;

(4) e s t a b l i s h  a m o r t i z a t i o n  p la ns  for r e p a y m en t  of loans, 

w h i c h  m a y  in cl ud e d e l a y e d  p a y m e n t s  of p r i n c i p a l  and  in te r e s t  for not 

to e x c e e d  five years;

(5) e n t e r  into a g r e e m e n t s  w i t h  p r i v a t e  l e n d i n g  i n s t i t u­

tions, o t h e r  state a ge n ci e s  or a g e n c i e s  of the f ed er a l  g ov e r n m e n t ,  to 

c ar r y  out the p u r p o s e s  of this chapter.
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1 *  Sec. 2. AS  0 3 . 1 0 . 0 3 0 ( h )  is a m e n d e d  to read:

2 (h) The  c o u n c i l  [ C OM MI S S I O N ER ] s ha l l  a dopt r e g u l a t i o n s  to estab-

3 li sh  o t h e r  t erm s for loans m a d e  u n d e r  this chapter, c o n s i s t e n t  w i t h

A the p r o v i s i o n s  o f  this section, a nd  m a y  e s t a b l i s h  i n t e r e s t  r a t e s  for

5 loans u n d e r  (a)(4) o f  this s e c t i o n  that

6 (1) e n c o u r a g e  a g r i c u l t u r a l  d ev e l o p m e n t ;

7 (2) do  not  s u b s i d i z e  n o n v i a b l e  a g r i c u l t u r a l  e n t e r p r i s e s ;

8 and

9 (3) do  not d i s c r i m i n a t e  a g a in st  v i a b l e  e x i s t i n g  a g r i c u l t u r -

10 al e n t e r p r i s e s .

11 * Sec. 3. AS  0 3 . 1 0 . 0 3 5 ( a ) ( 1 )  is a m e n d e d  to read:

12 (1) pa ys  the o u t s t a n d i n g  b a l a n c e  of the loa n in a lump sum

13 or u n d e r  o t h e r  terms a g r e e d  to by the c o u n c i l  [ C OM M I S S I ON ER ] w h i c h

14 a c c e l e r a t e  p a y m e n t  of the loan; or

15 * Sec. 4. AS  0 3 . 1 0 . 0 5 0 ( a )  is r e p e a l e d  an d r e e n a c t e d  to read:

16 (a) The c o u n c i l  sh all  a d m i n i s t e r  the loan  fund.

17 * Sec. 5. AS 0 3 . 1 0 . 0 5 0 ( c )  is a m e n d e d  to read:

18 (c) A m e e t i n g  of the c o u n c i l  [ A G R I C U L T U R A L  R E V O L V I N G  L O A N  F UN D

19 BOARD] to act on a p p l i c a t i o n s  for loans is ex emp t from the p u b l i c

20 m e e t i n g  r e q u i r e m e n t s  of AS 4 4.6 2.3 10.

21 * Cec. 6. AS 0 3 . 1 0  is a m e n d e d  by a d d i n g  a n e w  s e c t i o n  to read:

22 Sec. 0 3 . 1 0 . 0 1 5 .  D EF IN I T I O N .  In this c h a p t e r  " c o u n c i l "  m e a n s  the

2.3 A l a s k a  A g r i c u l t u r a l  A c t i o n  C o u n c i l  (AS 4 4 .3 3. 45 0 ) .

24 *  Sec. 7. AS 4 4 . 3 3 . 4 7 0 ( a )  is a m e n d e d  b y  a d d in g  a n e w  p a r a g r a p h  to read:

25 (12) a d m i n i s t e r  the a g r i c u l t u r a l  r e v o l v i n g  loan fund

26 (AS 03.10).

27 * Sec. 8. AS 0 3 . 1 0 . 0 5 0 ( b )  and sec. 4, ch. 75, SLA 1979 are repealed.

28 * Sec. 9. This Act  t akes ef f e c t i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS 01.-

29 1 0.070(c).
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R E L A T I N G  T O  T H E  A L A S K A  A G R I C U L T U R A L  A C T I O N  C O U N C I L  A N D  T R A N S F E R R I N G  

T H E  A D M I N I S T R A T I O N  O F  T H E  A G R I C U L T U R A L  R E V O L V I N G  L u A N  F U N D  T O  T H A T  

C O U N C I L .
>

S B  4 5  M 0 S S

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

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

A c t i o n  C o u n c i l ,  e f f e c t i v e  i m m e d i a t e l y .

R e p e a l s  p r e s e n t  l a w  t h a t  w o u l d  t e r m i n a t e  t h e  A A A C  7 / 1 / 8 4 .



T HE  L E GI S L A T U R E  OF TH E S T A T E  O F  A L A S K A  

THIRTEENTH LEGISLATURE
F IS C A L  NOTE

I .

II,

SB 45RE QU E ST
B il l / R e s o l u t i o n  N o . __________________________________________________

T it le  An Act re lating to the Agricultural Action Council 
R e q u e s t e d  b y ________________________________________________________ Date

FEB 71983 

LEGISLATIVE FINANCE
• • • •

FIS CA L  DET AI L 
A g e n c y  Affected_

P r o g r a m  C a t e g o r y  A f f e c t e d  [ W p I npmpnt
Commot ce and Economic Development

BRU, Program, Or S ubp ro gr a m ( s )  A f f e c t e d  D i v i s i o n  nf 1 nans ft Veterans' A ffairs 
(Note: If more than one b u d g e t  c o m p o n e n t  is affected, sep ar at e  l i n e - i t e m  

amounts a n d  f u n d i n g  for e a c h  c o m p o n e n t  in the a na ly si s section.)

EX PE ND I T U R ES  (Thousands of Do llars)

FY 83 FY 84 FY 8 5 FY  86 FY  87 FY 88

100 P E R S O N AL  SE RV IC E S
200 T R A V E L
300 C O NT RA CT U A L
400 C OM MODI TIE S
500 E Q U IPME NT
600 LAN D &  S TRU CTU RES
700 G RAN TS, C L AI MS ,E T C .

1

T O T A L

FU N D I NG  (Thousands of Dollars)

G E N ER A L  FUND
F ED ERA L FUNDS
O T HE R  (Specify Scurce)

POSI TIO NS

FU L L  TIME 
PA R T  TIME 
T EM P O R A R Y

III. A NAL YSI S (See F isc al  Not e P r e p a r a t i o n  Ins truction, S e c t i o n  III)

IV. DATE & 3 ________ P R E P A R E D  B Y _________  —
a g e n c y  Commerce^nd Economic Development

Or iginal: L e g is la t i v e  Finan ce PHONE 47>b--ZbUb ________
cc: Bu dge t a n d  M a n a g e m e n t

Prime S p o n s o r (First L e g i s l a t o r  Named)

ev. 12/82)

0MB Reviewed by: Guy Be'
33-001 (Re v . 12/82) 'Qr, 9 " ^



R E L A T I N G  T O  T H E  A L A S K A  A G R I C U L T U R A L  A C T I O N  C O U N C I L ,  

S P O N S O R :  M O S S

S S S B  4 5

T r a n s f e r s  t h e  A g .  A c t i o n  C o u n c i l  

E c o n o m i c  D e v e l o p m e n t  t o  D e p t ,  o f

f r o m  D e p t ,  o f  C o m m e r c e  a n d  

N a t u r a l  R e s o u r c e s .

R e p e a l s  S e c .  4, C h .  7 5  S L A  1 9 7 9 ,  w h i c h  w o u l d  h a v e  t e r m i n a t e d  

t h e  A g .  A c t i o n  C o u n c i l  e f f e c t i v e  7 / 1 / 8 4 ,
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Alaeha State leg is la tu re
SENATOR

H. PAPPY MOSS
P O  BOX 182 

DELTA JUNCTION ALASKA 99737 
©07) 895 A 384

WHILE IN JUNEAU 
POUCH V 

JUNEAU. ALASKA 
99911 

L907) 465-492)

g t a t e  S e n a t e

M E M O R A N D U M A pril 29, 1983

SUBJECT: S S S B  45

TO; T he  H o n o r a bl e  Bett ye F ah re n k a m p,  Chair

S e na te  R e s o u r c e s  C o m m i t t e e

FROM: H. P a p p y  M o ss,  Chair

Senate S p e c i a l C o m m i t t e e  on

In the c o u r s e  of this l e g i s l a t i v e  session, it has be co me  v er y a p p a r e n t  

that the fu tur e of a g r i c u l t u r e  in the state of A l a s k a is in j e o p a r d y  as 

long as co nt r o l  of its d e v el op m e n t rests w i t h  the D e p a r t m e n t  of Co mme rce  

and E c on o m i c  Deve lop men t, 'io avert that situation, I have i ntr o d uc ed  

S po n s o r  S u b s ti t u t e  for Sen a t e Bill  45, w h i c h  removes the A g r i c u l tu ra l 

A c t i o n  C ou n c i l from  the j u r i s d i c t i o n  of the De par tm en t of Co mm er c e  and 

E co no mi c  D e v e l o p m e n t  and p l ac es  it w i t h i n  the Dep ar tm e n t  of N a tur al 

Resources. In the i n t er es t s  of the r e sp on s i b l e and ti mel y d e ve lo p m e n t 

of  the a gr i c u l t u r a l  ind u s t r y in this state, I w ou ld  a sk  that you co ns i d e r  

w a i v i n g  the fi ve- da y  rule and h e a r i n g  S SS B 45 in the S ena te  R e s o u r c e s  

C o m m i t te e  as soon as possible.

T h a n k  you for y o u r  co nsideration.



CHANGES MADE IN HOUSE TO 2nd SSSB 45 am 
xxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxxx

SECTION 1

(HOUSE) HCS 2nd SSSB 45(Res)
'i

Page 1, Line 13
years on payments on a sale o f  agr icu ltura l land 
under th is section i f

Page 1, Line 20-25
(4 ) the contract purchaser is in compliance with the 
development plan specified in the purchase contract 
at the time the purchaser applies f o r  a moratorium 
under th is subsection and remains in compliance with 
the development plan during the moratorium. Interest 
payments are subject to the moratorium but interest 
continues to accrue during the moratorium. '

(SENATE) 2nd bSSB 45 am 
5-7-84 Passed 18-01-01

years on principal payments on a sale o f agricultura l 
land under this

(4) the contract purchaser is in compliance with the 
development plan specified in the purchase contract 
at the time the purchaser applies f o r  a moratorium 
under this subsection and continues to remain in 
compliance with the devr 'jpment plan during the 
the moratorium granted under this subsection.



S E N A T E  R E S O U R C E S  C O M M I T T E E
l e g i s l a t i o n  c h e c k l i s t

I D E N T I F I C A T I O N : 

B I L L  N U M B E R :  *  1

^ T T . T ,  M » V " R :

S P O N S O R  (S):

D A T E  I N T R O D U C E D :  $ /?? , & 

R E F E R R A L S :

' <t L 'r

I N I T I A L  R E S E A R C H :

B I L L  S U M M A R Y  C O M P L E T E D : S U M M A R Y  B Y  L E G A L  D I V I S I O N :

S P O N S O R  C O N T A C T E D  F O R  
B A C K U P  M A T E R I A L S :

D EPT. OF  L A W  S U M M A R Y :

F I S C A L  NOTE:

A G E N C Y  R E S P O N S E :
O T H E R  I N T E R E S T E D  S E N A T O R S  O R  

REPS. N O T I F I E D :

B A C K G R O U N D  R E S E A R C H :

S I M I L A R  B I L L S  I N T R O D U C E D  IN P R E V I O U S  L E G I S L A T U R E S :

R E S P O N S E S  F R O M  I N T E R E S T E D  P E R S O N S / G R O U P S :

O T H E R  S T A T E  O R  F E D E R A L  P R E C E D E N T S ,  R E G U L A T I O N S ,  LAWS:

H E A R I N G  P R E P A R A T I O N :

C H A I R M A N  B R I E F E D :  D A T E  A N D  P L A C E  SET:

S T A F F  M E M O  T O  C O M M I T T E E :  T E L E C O N F E R E N C E :

B A C K G R O U N D  M A T E R I A L  D I S T R I B U T E D : P S A / P R E S S  R E L E A S E :

L I S T  O F  W I T N E S S E S :  S U G G E S T E D  A M E N D M E N T S / C O M M I T T E E
S U B S T I T U T E S  D R A F T E D :



SPONSORED BY MOSS.

AUTHORIZES DNR TO DECLARE A MORATORIUM OF UP TO 5 

YEARS ON AGRICULTURAL LAND PURCHASE PAYMENTS IF 

CERTAIN CONDITIONS ARE MET. MAKES NO DIFFERENCE IN THE 

AMOUNT OF THE TOTAL LOAN PAYMENT (MERELY A POSTPONEMENT 

OF PAYMENTS); ACCRUAL OF INTEREST WILL CEASE.

IS TO ALLOW MORE TIME TO DEVELOP FARMS AND MARKETS.



In t r o d u c e d :  3 / 2 2 / 8 4
Re f e r r e d :  R e s o u r c e s  a nd

F i n a n c e

1 IN T H E  S E N A T E  B1 M O S S

2 2d  S P O N S O R  S U B S T I T U T E  F O R  S E N A T E  B I L L  NO. 45

3 IN 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

4 T H I R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 / B I L L

6 Fo r  an A ct e n t i t l e d :  " A n  A c t  esta.t l i s h i n g  a n  a g r i c u l t u r a l  l a n d  s a l e

7 p a y m e n t  m o r a t o r i u m ;  a nd p r o v i d i n g  f or a n  e f f e c t i v e

8 d a t e . "

9 BE IT E N A C T E D  Bi 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 :

10 * S e c t i o n  1. AS 3 8 . 0 5 . 0 6 5  is a m e n d e d  by a d d i n g  a n e w  s u b s e c t i o n  to

11 read:

12 (d) T h e  c o m m i s s i o n e r  m a y  d e c l a r e  a m o r a t o r i u m  of u p  to f i v e

13 y e ars o n  p r i n c i p a l  p a y m e n t s  a n d  the a c c r u a l  of i n t e r e s t  o n  a s a l e  of

14 a g r i c u l t u r a l  land u n d e r  this s e c t i o n  if

15 (1) the c o m m i s s i o n e r  d e t e r m i n e s  that the m o r a t o r i u m  is i n

16 the best i n t e r e s t  of the state;

17 (2) the c o m m i s s i o n e r  c e r t i f i e s  a nd the c o n t r a c t  p u r c h a s e r

18 a g r e e s  to p e r f o r m  far m  d e v e l o p m e n t ,  c r o p  p r o d u c t i o n ,  a nd h a r v e s t i n g ,

19 not i n c l u d i n g  land c l e a r i n g  or r e l a t e d  a c t i v i t y ,  r e q u i r i n g  t he

20 e x p e n d i t u r e  of a m o u n t s  e q u i v a l e n t  to the p a y m e n t s  that w o u l d  o t h e r w i s e

21 be m a d e  d u r i n g  the m o r a t o r i u m ;

22 (3) the s ale of the a g r i c u l t u r a l  land t a k e s  p l a c e  a f t e r

23 Ju ly  i ,  i979 r ^ 3 > d a ' t e . 4 h e  o r i c y n a A

24 (4) the c o n t r a c t  p u r c h a s e r  it, in c o m p l i a n c e  w i t h  the d e v e l -  j

25 opment p l a n  s p e c i f i e d  in the p u r c h a s e  c o n t r a c t  at the t i m e  t he pur- r

26 c h a s e r  a p p l i e s  for a m o r a t o r i u m  u n d e r  this s u b s e c t i o n .

27 * Sec. 2. T h i s  Act takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  w i t h  AS  0 1 . - ^ ^ ^

^  I f t A #2 8  1 0 . 0 7 0 ( c ) .

-1- 2d SSS
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2d So for SB 45 "An Act relating to an emergency farm relief program; 
and providing for an effective date."

The Department of Commerce and Economic Development finds that this bill 
brings the land purchase contracts into a logical parallel with similar 
agriculture loan programs.

m -

3/30/&
Richard A. Lyon, Commissioner

RAL/wfs5/2
329 84a
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C H A I R M A N
SENATE TRANSPORTATION 

COMMITTEE 

NATE SPECIAL AGRICULTURE 
COMMITTEE

Alaska £>tatc l̂egislature
i • F

/ #  '

M E M B E R
HEALTH EDUCATION AND 

SOCIAL SERVICES 
COMMITTEE 

LEGISLATIVE COUNCIL 

REAA BUDGET OVERSIGHT 
COMMITTEE

-...I
- w /

§>tate Senate

SENATOR 

H. PAPPY M O S S  
PO  BOX 182 

DELTA JUNCTION. ALASKA 9 9 7 3 7  
1907) 895-430.1

JUNEAU OFFICE 
POUCH V 

JUNEAU. ALASKA 99811 
IP07) 465-1921

SEN A TE  SP E C IA L  COMMITTEE ON A G R IC U LTU R E

M E M O R A N D U M March 20, 1984

TO : Senator Bettye Fahrenkamp, Chair
Senate Resources Committee

FROM: Senator H . Pappy Moss, Cha ir
Senate Special Committee on A gricu ltu re  / M —/ '

R E : 2nd Sponsor Substitute fo r  Senate BUI 45

T h is  sponsor substitute fo r Senate B i l l  45 provides re lie f to farmers of the 
State of A laska who cure actually working on developing the ir  farm s. Th is  
legislation makes no sign if icant changes in the terms of the orig inal 
contract fo r  land payments, and makes no difference in  the amount of the 
total payment. The state is  paid in  fu l l  by the fcU'mers fo r  the amount 
specified at tire time of the land sale .

The 2nd sponsor substitute fo r  SB A'i provides fo r  the postponement of 
princ ipa l payments and the ceasing of in te re s t  accrua l, for a period not to 
exceed f ive  ye a rs ,  i f  the commissioner determines i t  to be in  the best 
in te re s t  of the state , and i f  the following conditions are met:

The farm er must have invested an amount equal to his payment which 
would otherwise be due in  farm development, crop production, and 
harvesting  expenses . Expenses invo lved in land clearing or related 
activ it ies  would not be considered in the application fo r  th is  
moratorium.

The expenses must be certified by the commissioner.

The sales of agricultural, land were made a fte r the repeal of AS 
38.05.325 Homestead E n t ry  which occured in  1979.

The contract p urchaser must be in  compliance with the development 
plan as specified in the contract before applying fo r t l i is  
postponement of payments.



Th is  legislation was developed with help from the Division of Fo rest , Land 
and Uater Management, who administer the sale of these lands and is  
supported by the Department of Natural Resources. T h is  b i l l  does not ask 
fo r money—only fo r  time to enable A laska 's  farmers to develop the ir  farm s.

Th is  legislation i s  not offered to a ss is t  poor busine s managers in  the area 
of farming to continue where they are fa il ing . Th is  leg-i^tion i s  offered 
to support the successfu l, producing farmer wo is  contributing to 
ag r icu ltu ra l development in  the state of A laska .



March 22 ,  1984

Sena to r  Ee t tye  Fahrenkamp 
Pouch V
Juneau ,  A laska 99811 
P e a r  Senato r  Fahrenkamp ;
Th is  week you were so kind in sha r ing  y o u r  prec ious time with ou r  farm 
g r o up  from Delta I I .  We v/ant to take this oppo r tun i t y  to thank you fo r  
lending y o u r  suppo r t  to ou r  cause .
We need more time to deve lop ou r  farms and ma rke ts ,  and hav ing the 
payments and in teres t  on ou r  land payments tol led f o r  a few yea rs  will 
he lp us get this accompl ished. The sponso r  subst i tu te  f o r  Senate Bi ll 45 
will g ive us that oppo r tun i ty  without reduc ing the pu rchase  p r ice o r  
changing the terms o f  o u r  o r ig ina l con t ra c ts .
We a re  ac t ive ly  invo lved in promoting the d a i r y  indus t ry  and bee f  and hog 
p roduc t ion ,  and a re  work ing to supp ly  g ra in  to these g roup s  at a lower 
cost so ou r  ag r icu l tu r e  base will expand and as it g rows we al l hope to 
become success fu l l y  s e l f - s u pp o r t in g .
Th e re  is a rea l f u t u r e  f o r  Ag r i cu l tu r e  here  in Alaska and we feel that it 
makes a va luab le  con t r ibut ion  to ou r  way o f  l i fe he re .  We a re  exci ted 
about farming here and a re  engaged in making Alaska a be t te r  place to 
l ive and raise ou r  famil ies. Isn 't this rea l ly  what ife is al l about?
Thank  you aga in ,  our vis i t  with you was d e l igh t fu l .
Y ou r s  v e r y  t r u l y .

Cha r le s  T rowb r id ge  /

i
Tom K rau se

6

S co tt
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Schultz T
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MINUTES
March 3 0 ,  1984 
3 :5 5  pm

B e l t z  Room 
Room 2 1 1 , C a p i t o l

MEMBERS PRESENT

S e n a to r  Fah renkam p , Cha irm an  
S e n a to r  Z i e g l e r ,  V ic e  C h a irm an  
S e n a to r  P a u l  F i s c h e r  
S e n a to r  M u lcahy 
S e n a to r  S t u r g u le w s k i

SB 22 5 , C r e a t in g  th e  M atanuska  V a l l e y  Moose R a n g e ." -

2dSSSB 4 5 , E s t a b l i s h i n g  an a g r i c u l t u r a l  la n d  s a l e  payment 
m o ra to r iu m .

SB 3 6 9 , An A c t  r e l a t i n g  to  th e  p la n n in g ,  d e s ig n i n g ,  and 
c o n s t r u c t io n  o f  a g r i c u l t u r e  and f o r e s t r y  f a c i l i t i e s  by th e  
D epartm ent o f  N a t u r a l  R e s o u r c e s .

SCR 42 , R e l a t i n g  t o  s p o r t  f i s h i n g  o f  sa lm on and u n d e r u t i l i z e d  
s p e c i e s .

Ned F a r q u h a r ,  S p e c i a l  A s s i s t a n t  to  th e  C o m m iss io n e r  o f  th e  
D epartm ent o f  N a t u r a l  R e s o u rc e s "  t e s t i f i e d  Tn s u p p o r t  oT th e  
Com m ittee S u b s t i t u t e ,  and p ro p o sed  an amendment t h a t  w ou ld  c l a r i f y  
t h a t  c o a l  and m in e r a l  e n t r y  and d eve lo p m en t w ou ld  be a l lo w e d  
w i t h i n  th e  Range.

Deborah H e id e c k e r ,  A id e  to  S e n a to r  K e r t t u l a ,  e x p la in e d  t h a t  th e  
Com m ittee S u b s t i t u t e ,  a r e s u l t  o f  n e g o t i a t io n s  w i t h  th e  D ep artm en t 
o f  N a t u r a l  R e s o u rc e s  and th e  D ep artm en t o f  F i s h  and Game, c o n t a in s  
s p e c i f i c s  on management r e s p o n s i b i l i t y ,  m u l t i p l e  u se  d e f i n i t i o n s ,  
and b o u n d a r ie s .

CALENDAR

SB 225



S e n a to r  K e r t t u l a  e x p la in e d  why th e  p ro p o sed  C h ic k a lo o n  Bench 
s u b d i v i s i o n  sh o u ld  re m a in  w i t h i n  th e  Moose Range and n o t  be 
d is p o s e d .

John  C l a r k ,  H a b i t a t  D i v i s i o n ,  D epartm ent o f  F i s h  and Game, spoke 
in  s u p p o r t  o f  th e  Com m ittee S u b s t i t u t e .

S e n a to r  M u lcahy moved t o  ado pt DNU's p ro p o sed  amendment. T h e re  
was no o b je c t i o n .

Ron S o m m e rv i l le ,  A la s k a  O utdoor C o u n c i l , spo ’ e in  s u p p o r t  o f  th e  
Com m ittee S u b s t i t u t e .

J a y  N e ls o n ,  A la s k a  E n v i r o n m e n t a l  L o b b y , spoke i n  s u p p o r t  o f  th e  
Com m ittee S u b s t i t u t e  end recommended t h a t  a t im e t a b le  f o r  
im p le m e n t in g  th e  management p la n  be in c lu d e d  in  th e  b i l l .

S e n a to r  S t u r g u le w s k i  moved to  ad o p t th e  p roposed  amendment 
r e g a r d in g  th e  t im e t a b le  f o r  a management p l a n .  T h e re  was no 
o b j e c t i o n .

S e n - ito r  M ulcahy moved CS SB 21.5 from Com m ittee v ' i t h  i n d i v i d u a l  
re co m m e n d a t io n s . T h e re  was no o b j e c t i o n .

2dSSSB 45

S e n a to r  Moss e x p la in e d  t h a t  t h i s  b i l l  w ou ld  a u t h o r i z e  th e  
Departm ent o f  N a t u r a l  R e s o u rc e s  to  d e c l a r e  a m o ra to r iu m  o f  up to  
f i v e  y e a r s  on a g r i c u l t u r a l  la n d  p u rc h a s e  paym ents  i f  c e r t a i n  
c o n d i t i o n s  ax m et.

S e n a to r  M u lcahy moved 2dSSSB 45 from Com m ittee w i t h  i n d i v i d u a l  
re co m m e n d at io n s . T h e re  was no o b j e c t i o n ,

SB 359

Sc a t o r  K e r t t u l a  re v ie w e d  th e  h i s t o r y  o f  c o n s t r u c t io n  c o s t  
o v e r r u n s  a t  th e  D epartm ent o f  N a t u r a l  R e s o u rc e s  p l a n t  m a t e r i a l s  
c e n t e r .  SB 369 w ou ld  b e g in  to  s o l v e  th o s e  p ro b le m s by 
t r a n s f e r r i n g  c o n s t r u c t io n  r e s p o n s i b i l i t i e s  from  th e  D ep artm ent o f  
T r a n s p o r t a t io n  and P u b l i c  F a c i l i t i e s  to  DNR.

S e n a to r  M u lcahy moved SB 369 from  Com m ittee w i t h  i n d i v i d u a l  
re co m m e n d a t io n s . T h e re  was no o b j e c t i o n .

SCR 4 2

P h i l  D a n i e l ,  U n ite d  F is h e rm e n  o f  A la s k a  (U F A ) , spoke in  s u p p o r t  o f  
th e  r e s o l u t i o n , recommending a q u a c u l t u r e  a s  a wry o f  g u a ra n te e in g  
s p o r t s f i s h e r m e n  an ad e q u a te  s u p p ly  o f  f i s h ,  and r e s o l v i n g  u s e r  
group  c o n f l i c t s .

Ron S o m m e r v i l le ,  A la s k a  O utdoor C o u n c i l  o f f e r e d  no fo rm a l  p o s i t i o n  
on th e  b i l l ,  b u t su p p o r te d  enhancem ent o f  s p o r t f i s h i n g  s t o c k s  a s  
a way o f  r e s o l v i n g  u s e r  g roup  c o n f l i c t s .



Sen a t o r  M u lcahy  moved SCR 42 from  Com m ittee w i t h  i n d i v i d u a l  
re co m m e n d a t io n s . T h e re  was no o b j e c t i o n .

The m e e t in g  a d jo u rn e d  a t  4 :4 0  pm.



Delta II Delegation March 20 & 21, 1984

1983 1984

Acres Actually Acres to be in

in Production Production

Charles Trowbridge 600 1200

Owner of Tract 4,

Delta II sale.

D ic k  Jensen 1140 1940

Owner of Tract 12,

Delta II sale.

Scott Schultz and 600 1200

Mike Schultz,

Owners of Tract 5,

Delta II sale.

To m Krause, 710 1200

Owner of Tract 11,

Delta II sale.

In 1983, we produced over 50 percent of the barley produced in the 

state of Alaska. Our 'estimated production for 1984 will  bring that 
figure to 75 percent.

Our personal investment, per farm, is in the range of $200,000 

FACT: Our wives all work to support us!!



§ U3.05.090 Alaska S tatutes S upplement § AS. 10.020

contracts with public or private agencies, organizations, or individuals,
(1) to improve sanitation practices in the processing of fish and 

fisheries products; and
(2) to develop improved techniques for surveillance and inspection 

activities under this chapter. (§ 3 ch 57 SLA 1982)

E ffec tive  dates. — Section 7. ch. 57. May 28. 1982 in accordance with AS 
SLA 1982, makes this section effective 01.i9.070ic).

Sec. 03.05.090. P en a lty  fo r violation. A person who v'olates this 
chapter or a regulation, order, or quarantine made under authority of 
this chapter, or violates a provision of a permit issued under this chap­
ter, or sells seeds failing to meet the labeling requirements, standards, 
and tests provided for by regulation of the commissioner of natural 
resources or the commissioner of environmental conservation is guilty 
of a class A misdemeanor for each offense. (S 33-1-3 ACLA 1949; am 
Executive Order No. 51, § 10 (1981); am 8 4 ch 57 SLA 1982)

C ross re fe rences . — For sentences o f 
imprisonment for misdemeanors, see AS 
12.55.135.

E ffec t o f  am endm ents. — The 1981 
amendment udded "o f natural resources or 
the commissioner o f environmental con­
servation" following "regulation o f 'he 
commissioner."

The 1982 amendment, effective May 28, 
1982, substituted "a" for "any," deleted

"ru le ”  preceding "regulation," inserted "or 
violates a provision o f a permit issued 
under this chapter" preceding "or sells 
seeds," substituted "guilty o f a class A mis­
demeanor for each offense" for "upon con­
viction, punishahl? for each offense by a 
fine o f not more than $1,000, or by impris­
onment for not more than one year, or by 
both" and unde other minor changes.

Sec. 03.05.100. Definitions. In AS 03.05.010 —  03.05.100,
(1) "agricultural products" does not include fish or fisheries 

products;
(2) "fish or fisheries products" means any aquatic animal, including 

amphibians, or aquatic plants or parts of those plants, animals or 
amphibians th a t are usable as human (hod. (S 5 ch 58 SLA 1978)

Chapter 10. A laska Agricu ltura l Loan Act.
Section
20. Powers o f the department 
30. Lim itations on loans 
35. Use or disposal o f mortgaged farm 

land

Section
•10. Creation ol fund 
50. Administration o f fund 
54. | Repealed I

Sec. 03.10.020. P ow ers o f the  d epartm en t. The department may
(1) make loans to individual resident farmers, homesteaders, and 

partnerships or corporations composed of farmers and homesteaders, 
for clearing land for agricultural purposes, development of farms, 
storage and processing of farm produce, livestock and machinery and 
to individuals, partnerships or corporations, for storage and processing 
plants for agricultural products;
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§ 03.10.030 A g r ic u l t u r e  a n d  A n im a ls § 03.10.030

(2) designate agents and delegate its powers to them as necessary;
(3) adopt rules and regulations necessary to carry out its functions;
(4) establish amortization plans for repayment of loans, which may 

include delayed payments of principal and interest for not to exceed 
five years;

(5) enter into agreements with private lending institutions, other 
state agencies or agencies of the federal government, to carry out the 
purposes of this chapter. (§ 4 ch 122 SLA 1953; am § 1 ch 156 SLA 
1955; am § 1 ch 41 SLA 1961; am § 1 ch 113 SLA 1982)

E ffec t o f  am endm ents. — The 1982 inserted "clearing land for agricultural 
amendment, effective June 25, 1982, purposes" in paragraph (1).

Sec. 03.10.030. L im ita tions on loans, (a) A farm development, 
chattel, or irrigation loan made under this chapter

(1) may not exceed a term of 30 years;
• (2) may not, when added to the outstanding balance of other loans 
made under this chapter, exceed a total outstanding balance of 
$1,000,000 ;

(3) shall be secured by a real estate or chattel mortgage of any 
priority, except th a t the portion of a loan th a t exceeds $500,000, when 
added to p ro r  indebtedness th a t is secured by the same property, must 
be secured by a first mortgage;

(4) shall bear interest a t a rate th a t may ro t be less than eight 
percent or more than the commercial rate, unless the commercial rate 
is eight percent or less; in this paragraph "commercial ra te” means the 
prevailing rate of interest a t private lending institutions in the state 
for loans sim ilar to those referred to in this subsection.

(b) Repealed by $ 72 ch 113 SLA 1982.
(c) A short term loan, to be amortized within one year, not to exceed 

$200,000 to any one borrower may be made for operating purposes.
(d) Repealed by § 72 ch 113 SLA 1982.
(e) An installm ent payment is delinquent unless it is mailed by the 

borrower on or before the 30th day after the date specified for payment 
in the loan agreement or unless it. is received by the department on or 
before the 30th day after the date specified for payment in the loan 
agreement. If an installment payment is delinquent, the director may 
assess a delinquency penalty. The delinquency penalty shall be an 
amount equal to seven percent of the delinquent payment, but the 
combined delinquency penalty and loan interest may not exceed 15 
percent.

(f) A farm product processing loan may not exceed $250,000. A mort­
gage which secures a farm product processing loan may be of any 
priority if the total indebtedness on the real estate, including the 
'.acured farm product processing loan, does not exceed $250,000. A farm 
product processing loan which, if marie, would raise the existing
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*
§ 03.10.030 A l a s k a  S t a t u t e s  S u p p l e m e n t  £ 03.10.030

§ 03.10.035

indebtedness on the real estate securing the loan above $250,000, or a 
farm product processing loan on real estate which has a prior indebted­
ness of $250,000 or more, may be made only if all prior mortgagees 
agree to subordinate their mortgages to that of the state for the amount 
of the farm product processing loan which exceeds the $250,000 indebt­
edness lim it on the real estate. A farm product processing loan may not 
exceed a term of 30 years or bear interest tha t is less than eight percent 
a year and shall be secured by a real estate or chattel mortgage or both. 
"(g) A loan for clearing land may not
(1) exceed $250,000;
(2) bear interest th a t is less than eight percent;
(3) have a term  in excess of 20 years; or
(4) be made for clearing land that is not classified as class III or

better by the United States Soil Conservation Service under the land 
classification system used by the United States Soil Conservation Ser­
vice.

(h) The commissioner shall adopt regulations to establish other 
terms for loans made under this chapter, consistent with tV ' provisions 
of this section, and may establish interest rates for loans under (a)(4) 
of this section tha t

(1) encourage agricultural development;
(2) do not subsidize nonviable agricultural enterprises; and
(3) do not discrim inate against viable existing agricultural enter­

prises. (£ 4 ch 122 SLA 1953; am £ 1 ch 156 SLA 1955; am § 1 ch 41
SLA 1961; am £ 1 ch 144 SLA 1966; am £ 1 ch 78 SLA 1967; am £ 1
ch 135 SLA 1970; am £ 1 ch 22 SLA 1974; am £ 1 ch 18 SLA 1975; am 
££ 1-4 ch 50 SLA 1979; am £ 74 ch 106 SLA 1980; am ££ 1-3 ch 7 SLA 
1982; ££ 2-5, 72 ch 113 SLA 1982)

<

E ff* c l o f  nmendmunts. — The If»7-l 
umerdment. in subsection (c), substituted 
"$25,000" for ” $ 15,000" and "operating" 
for “ emergency."

The 1975 amendment increased the 
h rm  development loan and indebtedness 
lim it in subsection (a) from $100,000 to 
$',’.00,000.

The 1979 amendment increased the 
farm  development loan and indebtedness 
limit in subsection (at from  $200,000 to 
$500,000, increased the loan limit lo r chat­
tel loans from $100,000 to $,'100,000 in 
former subset. I ion (b), substituted 
"$200,000" for "$25,000" in subsection tel. 
and added subsection (el,

The 1980 amendment added subset lion
<n .

The first 1982 amendment, effective 
February 2, 1982, raised the interest rate 
lim it from six to eight percent in subsec­
tions (a) and (ft and i:i former subsection <H.

The second 1982 amendment, effective 
June 25, 1982, rewrote subsection (a); 
repealed subsections (III and (ill, which 
read, respectively, "lixcopl for loans for 
irrigation systems as provided in this sub­
section, a chattel loan may not exceed 
$:100,000 lo r each farm unit and may not 
run longir than seven years or the useful 
life o f the chattel i f  more than seven years. 
It may not bear interest exceeding six per 
rent. It shall be secured by real estate or 
chattel mortgage, or both. Loans and the 
rent estate and chattel i...irtgagu security 
on them for irrigation systems may be in 
amounts and for terms as determined by 
the rommissionet" and "Farm  
development and chattel loans for irriga ­
tion systems may be for terms ns deter­
mined by the commissioner"; substituted 
".'Kith day" for "15 lli day" in two places in 
the first sentence and "may assess" for 
"shall assess" in the second sentence, both 
in subsection (e l; added the language
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§ 03.10.035 A g r i c u l t u r e  a n d  A n i m a i .s § 03.10.050

beginning "bu l the combined delinquency substituted "that is less than eight
penalty" to the end o f the third sentence o! percent" for "exceeding eight percent" in
subsection (e l: substituted "$250,000" for the last sentence o f subsection (f): and
"S2.500.000" throughout subsection (f»; added subsections (g l and (hi.

Sec. 03.10.035. Use o r d ispo sa l of m ortgaged farm  land, (al A 
borrower may not use farm land for a non-farm use or sell, lease or 
otherwise dispose of farm land if that land is encumbered by a mort­
gage given to secure the payment of a farm development, chattel, or 
irrigation system loan under AS 03.10.010 —  03.10.060 unless the 
borrower either

(1) pays the outstanding balance of the loan in a lump sum or under 
other terms agreed to by the commissioner which accelerate payment 
of the loan; or

(2) pays the outstanding principal balance for the remaining term of 
the loan a t the prevailing rate of interest which is charged by commer­
cial banks in the sta te during the calendar quarter in which the depart­
ment receives notice of the change of use, sale, lease or other disposal 
of the farm land.

(b) In this section, "non-farm use" means a use of land other than for 
the production of domesticated plants and animals useful to man, 
including forage and sod crops, grain and feed crops, fruits, vegetables 
and livestock. ($ 5 ch 50 SLA 1979)

Editor 's notes. — Section 7, ch. 50, SLA Aci applied tu farm development, chattel. 
1979 provides: "The pinvisions o f AS and irrigation system loans made a lter 
03.10.030(e) enacted in see. I o f this Act .July 1, 1979."
and AS 03.10.035 enacted in sec. 5 o f this

Sec. 03.10.0-10. C rea tion  of fund. There is an agricultural 
revolving loan fund which shall not exceed $75,000,000 to carry out the 
purpose of this chapter. (§ 5 ch 122 SLA 1453; am !; 2 ch -11 SLA 1961;
am § 1 ch 81 SLA 1970; am S 6 ch 50 SLA 1979; am § -1 ch 7 SLA 1982)

Effect o f am endm ents. -  The 1979 Tin 1982 amendment, effective 
amendment substituted "$20,000,000“ for February 2, 1982. substituted
"$5,0(10,0011." '•$75,000,000’’ for "$20.000,000.*'

Sec. 03.10.050. A dm in is tra tion  o f fund, (a) The commissioner 
shall adm inister the loan fund in conjunction with the agricultural 
revolving loan fund hoard. No loan in excess of $25,000 may be made 
by the commissioner without the approval of a majority of the hoard.

(b) The board is composed of five members appointed by the governor 
and confirmed by the legislature in join t session. Three members shall 
be persons with background and experience in Alaska agriculture. 
Members of the hoard serve for overlapping three-year terms. Members 
of the hoard are not entitled to '-oceive compensation for their services, 
but shall receive the same travel pay and per diem as provided by law 
for boards and commissions

447



§ 03.10.054 A la sk a  S t a t u t e s  S u p p l e m e n t § 03.15.052
v 03 .20 .0 ;

(c) A meeting of the agricultural revolving loan fund board to act on #-
applications for loans is exempt from the public meeting requirements ^
of AS 44.62.310. (§ 6 ch 122 SLA 1953; am § 1 ch 119 SLA 1976; am 
§ 6 ch 113 SLA 1982)

E ffec t o f  am endm ents. —  The 1976 but the provision o f that subsection have
amendment rewrote this section. been transferred to AS 03.15.052 by the

The 1982 amendment, effective June 25, revisor o f statutes pursuant to AS
1982, added subsection (c). 01.05.031(b). Consequently, the subsection

Ed ito r's  notes. — Section 5, ch. 7, SLA added by § 6, ch. 113, SLA 1982, has been
1982 added a subsection (c) to this section redesignated "(c)."

Sec. 03.10.054. Sale o r tra n s fe r o f m o rtgages and  notes.
Repealed by § 14 ch 122 SLA 1980.

E d ito r ’s notes. — The repealed section 
derived from § 1, ch. 4. SLA 1964.

Chapter 15. Agricu lture Pest and Disease Contro l
Fund.

Section
20. Purpose o f appropriations 
52. Limitation on board members

Sec. 03.15.020. P u rpo se  of app rop ria tio n s . Appropriations 
available to the Department of Natural Resources or to the Depart­
ment of Environmental Conservation may be used

(1) to buy materials or equipment needed to control agricultural 
pests when the persons directly affected cannot bear the total cost and 
the pest is one that is or may become a public problem;

(2) to charter or hire on a custom basis equipment and operators 
necessary for pest-contro) work when the persons directly affected 
cannot provide the service and the pest is one th a t is or may become a 
public problem;

(3) to match federal indemnity payments to livestock owners for 
livestock slaughtered under any cooperat ing livestock healt h program,

(4) to maintain a supply of vaccines, serums and chemicals needed 
for emergency pest control, that are not commercially avuilubie in the 
state. (§ 2 ch 90 SI.A 195b; am § 3 ch 34 SLA 1968; am Executive 
Order No. 51, § 11 (1981))

E ffect o f  amendm ents. — The 1981 Environmental Conservation" for "depart- 
amendment substituted "Department o f meat" in (lie introductory Inngungc.
Natural Resources or to the Department of

Sec. 03.15.052. L im ita tion on board  m embers. A member of the 
agricultural revolving loan fund hoard may not, during the member's
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The H o n o r a b le s  H . P a p p y  Moss 
and R o b e r t  H . B e t t i s w o r t h  

H ouse  o f  R e p r e s e n t a t i v e s  
A l a s k a  S t a t e  L e g i s l a t u r e  
P o u ch  V , S t a t e  C a p i t o l  
J u n e a u ,  A l a s k a  99811

D e a r  R e p r e s e n t a t i v e s  Moss and B e t t i s w o r t h :

You h a v e  a sk e d  f o r  a r e v i e w  o f  HB 5 8 9 , "A n  A c t  r e l a t i n g  
to  t h e  d i s p o s a l  o f  s t a t e  i n - k i n d  r o y a l t y  o i l  an d  g a s , ”  
c o n c e r n in g  p o s s i b l e  c o n s t i t u t i o n a l  p ro b le m s .  A l t h o u g h  a t  
t h i s  t im e  we c a n n o t  u n e q u iv o c a b ly  s a y  t h a t  t h e  p ro p o s e d  b i l l  
i s  e i t h e r  c o n s t i t u t i o n a l  -r u n c o n s t i t u t i o n a l ,  we c a n  i d e n ­
t i f y  a number o f  a r e a s  r  ' .w h i c h  a s e r i o u s  c o n s t i t u t i o n a l  
c h a l l e n g e  m ig h t  be s u c c e s s . u l l y  b a s e d .  You s h o u ld  a l s o  be 
a w a re  t h a t  a  n o v e l  l e g i s l a t i v e  id e a  s u c h  as t h i s  o n e  o f t e n  
c a r r i e s  w i t h  i t  a d d i t i o n a l  p o t e n t i a l  p ro b le m s  b e c a u s e  i t  
g i v e s  th e  c o u r t  an o p p o r t u n i t y  to  make "new l a w "  i n  th e  
a r e a .  An e x a m p le  i n  a p r e v io u s  p ie c e  o f  p ro p o s e d  l e g i s l a ­
t i o n ,  a l b e i t  b y  i n i t i a t i v e ,  i s  th e  B e i r n e  H o m e ste a d  I n i t i a t i v e .  
T h a t  s c h e n e  was o v e r t u r n e d  on a b a s i s  w h ic h  w o u ld  h a v e  b e e n  
d i f f i c u l t  t o  p r e d i c t  s o l e l y  upon a r e v i e w  o f  t h e  s t a t e  o f  
th e  la w  up u n t i l  t h a t  p o i n t ;  n a m e ly ,  t h a t  d i s p o s a l  o f  l a n d  
was an " a p p r o p r i a t i o n "  u n d e r  th e  A l a s k a  C o n s t i t u t i o n .
Thomas v _  B a i l e y , 595 P2d 1 ( A l a s k a  1 9 7 9 ) .

A s i m i l a r  c o n c e r n  e x i s t s  w i t h  th e  scheme, p r o p o s e d  b y  '
HB 5 8 9 .  F o r  e x a m p le ,  t h e r e  a r e  a num ber p r o v i s i o n s  i n  t h e  
n a t u r a l  r e s o u r c e s  a r t i c l e  o f  th e  A la s k a  C o n s t i t u t i o n  w h ic h  
c r e a t e  g e n e r a l  p r i n c i p l e s  o f  c o n s t i t u t i o n a l  l a w  a p p l i c a b l e  
to  d i s p o s a l  o f  n a t u r a l  r e s o u r c e s .  C h i e f  among t h e s e  a r e  
A r t i c l e  V I I I ,  s e c t i o n  1 :

I t .  i s  the  p o l i c y  o f  th e  s t a t e  to  e n c o u r a g e  t h e  
s e t t l e m e n t  o f  i t s  la n d  and th e  d e v e lo p m e n t  o f  i t s  
r e s o u r c e s  b y  m a k in g  them a v a i l a b l e  f o r  maximum u s e  
c o n s i s t e n t  w i t h  th e  p u b l i c  i n t e r e s t ;
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T h e  H o n o r a b l e s  H. P a p p y  Moss
and R o b e r t  H. B e t t i s w o r t h  -2- J u n e  5, 1 9 8 1

A r t i c l e  V I I I ,  s e c t i o n  °*.

The l e g i s l a t u r e  s h a l l  p r o v id e  f o r  t h e  u t i l i z a t i o n ,  
d e v e lo p m e n t ,  and c o n s e r v a t io n  o f  n a t u r a l  r e s o u r c e s  
b e lo n g in g  t o  th e  s t a t e ,  i n c l u d i n g  la n d  a n d  w a t e r s ,  
f o r  th e  maximum b e n e f i t  o f  i t s  p e o p le ;  a n d

A r t i c l e  V I I I ,  s e c t i o n  17 :

Law s and r e g u l a t i o n s  g o v e rn in g  th e  u s e  an d  d i s p o s a l  
o f  n a t u r a l  r e s o u r c e s  s h a l l  a p p ly  e q u a l l y  t o  a l l  p e r s o n s  
s i m i l a r l y  s i t u a t e d  w i t h  r e f e r e n c e  to  th e  s u b j e c t  m a t t e r  
and  p u rp o s e  to  be s e r v e d  b y  th e  la w  o r  r e g u l a t i o n .

A c o u r t  c o u ld  u s e  t h e s e  g e n e r a l  p r i n c i p l e s  as a b a s i s  
f o r  s t r i k i n g  down a p a r t i c u l a r  p ie c e  o f  l e g i s l a t i o n  i f  t h e  
c o u r t  d e c id e s  t h a t  s u c h  l e g i s l a t i o n  does n o t  p r o v i d e  f o r  t h e  
maximum b e n e f i t  t o  th e  p e o p le ,  o r  does n o t  m eet  some o t h e r  
a p p l i c a t i o n  o f  a g e n e r a l  s t a n d a r d  s e t  f o r t h  i n  o u r  c o n s t i ­
t u t i o n .  And , i t  i s  u l t i m a t e l y  th e  c o u r t  w h ic h  s e t s  f o r t h  
th e  p a r t i c u l a r  c o n s t i t u t i o n a l  ' t a n d a r d  to  be a p p l i e d  to  
i n d i v i d u a l  p i e c e s  o f  l e g i s l a t i o n .

U n f o r t u n a t e l y ,  t h e r e  h as  been l i t t l e  j u d i c i a l  i n t e r ­
p r e t a t i o n  o r  a p p l i c a t i o n  o f  t h e s e  n a t u r a l  r e s o u r c e s  s e c t i o n s .  
T h i s  w o u ld  n o t ,  h o w e v e r ,  p r e v e n t  someone fro m  c h a l l e n g i n g  
l e g i s l a t i o n  b a s e d  upon th o se  s e c t i o n ,  o r  th e  c o u r t  f ro m  
u s in g  t h o s e  s e c t i o n s  o f  th e  c o n s t i t u t i o n  as a  m ean s  o f  
a n a l y z i n g  p a r t i c u l a r  l e g i s l a t i o n .  F o r  e x a m p le ,  i n  th e  
S u p e r io r  C o u r t  c a s e  o f  S t a t e  v .  Am erada H ess (N o .  CA 7 7 - 8 4 7 ,  
S u p e r io r  C o u r t  o f  th e  S t a t e  o f  A l a s k a ,  F i r s t  J u d i c i a l  
D i s t r i c t  a t  J u n e a u ) , the. c o u r t  r e l i e d  upon one o f  t h e s e  
g e n e r a l  s e c t i o n s  as  one b a s i s  f o r  r e a c h in g  i t s  p r e l i m i n a r y  
d e c i s i o n .  A f t e r  q u o t in g  A r t i c l e  V I I I ,  s e c t i o n  2 ,  o f  th e  
A la s k a  C o n s t i t u t i o n ,  th e  S u p e r i o r  C o u r t  s t a t e d r

H o w e v e r ,  p u r s u a n t  to  c o n s t i t u t i o n a l  m a n d a t e ,  t h e  
s t a t e  may n o t  t a k e  r o y a l t y  ’ i n - k i n d ’ u n l e s s ,  a f t e r  s a i d  
d e d u c t i o n s ,  i t  w i l l  be i n  the  b e s t  i n t e r e s t s  o f  th e  
s t a t e  to  do s o ,  w h ic h  p re s u m a b ly  means t h a t  i t  w i l l  be 
r e c e i v i n g  an amount a t  l e a s t  as  g r e a t  a s  i t  w o u ld  i f  
th e  r o y a l t y  was t a k e n  " i n - v a l u e . "  T h i s  i s  t h e  o n l y  
i n t e r p r e t a t i o n  w h ic h  w o u ld  com port w i t h  t h e  C o n s t i t u ­
t i o n a l  r e q u i r e m e n t  t h a t  th e  l e g i s l a t u r e  d e v e lo p  th e  
n a t u r a l  r e s o u r c e s  " f o r  th e  maximum b e n e f i t  o f  i t s  
p e o p l e . "  T h i s  i n t e r p r e t a t i o n  i s  now c o d i f i e d  i n  
AS* 3 8 . 0 5 . 1 8 2 .
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Memorandum o f  D e c i s io n  and O r d e r , A p r i l  6 ,  1 9 7 9 . A l t h o u g h  
th e  S u p e r i o r  C o u r t  i n  t h a t  c a s e  fo u n d  a c o n s " i t u t i o n a l  b i a s  
i n  f a v o r  o f  s e l l i n g  r o y a l t y  o i l  t a k e n  i n - k i n  f o r  a t  l e a s t  
th e  i n - v a l u e  p r i c e  (w h ic h  w o u ld  p re s u m a b ly  De o u t w e ig h e d  i f  
th e  b e s t  i n t e r e s t  o f  th e  s t a t e  w o u ld  r e q u i r e  o t h e r w i s e ) , i t s  
d e c i s i o n  w as u n p u b l i s h e d ,  a n d  w as n e v e r  c o n s id e r e d  b y  t h e  
A la s k a  Suprem e C o u r t .  T h e r e f o r e ,  i t  i s  o f  l i t t l e  p r e c e d e n ­
t i a l  v a l u e .  C f . , W arw ick  v .  S t a t e , 548 P2d 384 ( A l a s k a  
1 9 / 6 ) . The d e c i s i o n ,  h o w e v e r"  does p o i n t  out t h a t  a  c o u r t  
may u s e  th e  g e n e r a l  n a t u r a l  r e s o u r c e  s e c t i o n s  o f  t h e  A l a s k a  
C o n s t i t u t i o n  a s  a b a s i s  f o r  a n a l y z i n g  p a r t i c u l a r  l e g i s l a t i v e  
s c h e m e s . S i n c e  t h e r e  i s  l i t t l e  j u d i c i a l  p r e c e d e n t  f o r  
d e t e r m in in g  how a c o u r t  w o u ld  p e r fo r m  t h a t  a n a l y s i s  , we may 
o n ly  p o i n t  o u t  t h a t  a n o v e l  scheme su c h  as  t h i s  one w o u ld  be 
s u b j e c t  to  s u c h  s c r u t i n y .

I n  a d d i t i o n ,  t h e r e  a r e  a c o u p le  o f  o t h e r  a r e a s  upon 
w h ic h  a p o t e n t i a l l y  s u c c e s s f u l  c o n s t i t u t i o n a l  c h a l l e n g e  t o  
th e  p ro p o s e d  l e g i s l a t i o n  c o u ld  be b a s e d .  One s u c h  a r e a  i s  
'h e  a b s o lu t e  p r e f e r e n c e  f o r  s e l l i n g  o i l  to  p e r s o n s  who w o u ld  
r e s e l l  th e  o i l  i n s t a t e  ( e . g . , " r o y a l t y  o i l  and g a s  . . . 
s h a l l  be g i v e n  . . .  to  a p e r s o n  who c o n t r a c t s  t o  p r o c e s s  
and d i s t r i b u t e  th e  o i l  o r  g as  i n  the  s t a t e  . . " ) .  Th e  
i n s t a t e  p r e f e r e n c e ,  o r  th e  i n s t a t e  p r o c e s s in g  r e q u i r e m e n t ,  
i s  o f  d o u b t f u l  c o n s t i t u t i o n a l  v a l i d i t y  t n d e r  t h e  U n i t e d
S t a t e s  C o n s t i t u t i o n .  I n  R e e v e s  v . S t a k e , ___ U . S .  ___ , 100 S .
C t . 2271 ( 1 9 8 0 ) ,  th e  U n i t e d  S t a t e  Supreme C o u r t  i n d i c a t e d  
t h a t  su c h  p r e f e r e n c e  may v i o l a t e  the  Commerce C l a u s e  o f  t h e  
U n i t e d  S t a t e s  C o n s t i t u t i o n .  More r e c e n t l y ,  th e  U n i t e d  
S t a t e s  D i s t r i c t  C o u r t  f o r  th e  D i s t r i c t  o f  A l a s k a  r u l e d  t h a t  
th e  i n s t a t e  p r o c e s s i n g  r e q u i r e m e n t  o f  D e p a r tm e n t  o f  N a t u r a l  
R e s o u rc e s  t im b e r  T a le s  was u n c o n s t i t u t i o n a l .  S o u t h - C e n t r a l  
T im b e r  Dev e lo p m e n t , I n c  . v^  L e R e s c h e  , C ase  No. A - 80-3 .117  
C i v i l  (D . C . A l a s k a , J a n u a r y  "9, .19617. T h i s  c a s e  i s  now on 
a p p e a l .  S o u t h - C e n t r a l  T im b e r  D e v e lo p m e n t , I n c . v . L e R e s c h e .
9 th  C i r . , C a se  N os. M - 3 0 5 3 ,  S l - 3 0 8 1 .

A t  th e  v e r y  l e a s t ,  t h e s e  c a s e s  p u t  i n s t a t e  p r o c e s s i n g  
p r e f e r e n c e  r e  u i r e in e n t s  i n  s e r i o u s  j e o p a r d y .  I t  s h o u ld  be 
n o t e d ,  h o w e v e r ,  t h a t  s i m i l a r ,  a l t h o u g h  p o s s i b l y  n o t  a s  
s e r i o u s ,  p ro b le m s  e x i s t  u n d e r  c u r r e n t  la w .  S e e ,  AS 3 8 . 0 5 . 1 8 3 ( d ) .

F i n a l l y ,  Ax t i d e  I X ,  s e c t i o n  6 o f  the  A la s k a  C o n s t i t u t i o n  
s t a t e s :

No t a x  s h a l l  be l e v i e d ,  o r  a p p r o p r i a t i o n  o f
p u b l i c  money m ade , o r  p u b l i c  p r o p e r t y  t r a n s f e r r e d , n o r
s h a l l  th e  p u b l i c  c r e d i t  be u s e d , ~e x c e p t  l o r  a p u b l i c
p u r p o s e . [e m p h a s is  added ]
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A t r a n s f e r  o r  a p p r o p r i a t i o n  t h a t  s e r v e s  e s s e n t i a l l y  p r i v a t e  
b e n e f i t s  v i o l a t e s  th e  p r o v i s i o n .  S e e , C i t y  o f  Y a k im a  v . 
H u z a , 407 P2d 815 (W ash . 1 9 6 5 ) ;  I n  r e  S k in n e r ^ s  E s t a t e ,  303 
P2q 745 ( C a l .  1 9 5 6 ) ;  i n  re_  S t a n fo r d '7'!' E s t a t e , t>8 P2d  462  
( C a l .  1 8 9 9 ) .  L i k e  a r e t r o a c t i v e  r e f u n d  o f  v a l i d l y  im p o se d  
and c o l l e c t e d  t a x e s ,  th e  g i v i n g  away o f  s t a t e  r o y a l t y  o i l  t o  
b e n e f i t  i n s t a t e  co n su m ers  o f  o i l  p r o d u c t s  c o u ld  be s e e n  a s  a  
v i o l a t i o n  o f  A r t i c l e  I X ,  s e c t i o n  *6. See F o r m a l  O p in io n s  o f  
th e  A t t o r n e y  G e n e r a l ,  Se p te m b er 2 2 , 1 9 8 0 .

T h e s e  a re  th e  p r im a r y  c o n s t i t u t i o n a l  o b j e c t i o n s  w h i c h  
we w o u ld  f o r e s e e  c o u ld  be r a i s e d  in  o p p o s i t io n  t o  HB 5 8 9 .
We h a v e  n o t ,  o b v i o u s l y ,  had an o p p o r t u n i t y  to  r e s e a r c h  e a c h  
o f  t h e s e  q u e s t io n s  i n  any  e x t e n s i v e  d e t a i l .  We h a v e  a l s o  
n o t  a d d r e s s e d  p o s s i b l e  n o n c o n s t i t u t i o n a l  p r o b le m s ,  s u c h  a s  
v i o l a t i o n s  o f  th e  a n t i t r u s t  la w s  ( p a r t i c u l a r l y  t h e  a p p l i ­
c a t i o n  o f  th o s e  la w s  to  th e  r e q u i r e m e n t  t h a t  s u b s e q u e n t  
p u r c h a s e r s  r e s t r i c t  th e  p r i c e  o f  p r o d u c t s  made f r o m  t h e  
r o y a l t y  o i l ) .

I n  c o n c l u s i o n ,  t h e r e  i s  no p r e s e n t l y  e x i s t i n g  d e c i s i o n  
w h ic h  w o u ld  c l e a r l y  s a y  t h a t  HB 589 i s  u n c o n s t i t u t i o n a l  
u n d e r  e i t h e r  th e  A la s k a  C o n s t i t u t i o n  o r  th e  U n i t e d  S t a t e s  
C o n s t i t u t i o n .  On th e  e t h e r  hand p a r t i c u l a r l y  b e c a u s e  o f  
th e  u n iq u e  n a t u r e  o f  th e  p ro p o se d  sch em e , we b e l i e v e  t h a t  
t h e r e  a re  s u b s t a n t i a l  g ro u n d s  upon w h ic h  a p e r s o n  c o u ld  
mount s e r i o u s  c o n s t i t u t i o n a l  c h a l l e n g e  to  th e  p r o v i s i o n s  s e t  
f o r t h  i n  HB 5 8 9 . A nd , a s  i n  an y  n o v e l  a r^ a  o f  c o n s t i t u ­
t i o n a l  l a w ,  i t  i s  i m p r a c t i c a b l e  to  p r e d i c t  th e  o d d s  c o n ­
c e r n i n g  th e  u l t i m a t e  r e s o l u t i o n  o f  t h a t  l i t i g a t i o n .

I f  you  have  a n y  q u e s t i o n s ,  p le a s e  do n o t  h e s i t a t e  to
c a l l .

S i n c e r e l y ,

WILSON L .  CONDON 
ATTORNEY GENERAL

A s s i s t a n t  A t t o r n e y  G e n e r a l

RMM: mr
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S .  H AM M O N O

T  -V  T  l i  O  I '  A  1 .  A  S  K  A  
C“r C E 3“ ■- C jlvtSr.OO 

J r  n li a i *

May 11 , 1981

Mr. C h a r l e s  P .  Rees 
P .O .  Box 60389 
F a i r b a n k s ,  A la s k a  99706

Dear C h u c k :

I  have re v ie w e d  yo u r  " A la s k a n  O i l  f o r  A la s k a n s  Now" p o l i c y  
p ap e r  and f i n d  i t  most p r o v o c a t i v e .  H ow ever, b e fo re  su ch  a 
r o y a l t y  s a l e  c o u ld  be u n d e r ta k e n ,  c e r t a i n  q u e s t io n s  would  
have co be a n sw e re d . F o r  e x a m p le , sh o u ld  we p r o v id e  th e  o i l  
r e f i n e r y  w i t h  some, s a y ,  100 m i l l i o n  d o l l a r s  w o rth  o f  f r e e  
o i l ,  I  would want to  se e  a t  l e a s t  a m a jo r p o r t io n  o f  t h a t  
100 m i l l i o n  con veyed  b ack  to  the  p u b l i c  i n  th e  form* o f  lo w e r  
p ro d u c t  c o s t .  Your p a p e r  s u g g e s t s  t h a t  th e y  c o u ld  co n vey  
even more than 100 m i l l i o n  b a c k .  I  do n o t  u n d e rs ta n d  how 
t h i s  c o u ld  p o s s i b l y  be t r u e ?  P e rh a p s  y o u 'd  e l a b o r a t e .

A t any r a t e ,  i f  a co m p a ra b le  s a v in g s  c o u ld  be p a sse d  on to  
the c o n su m e rs ,  then i t  sh o u ld  be p assed  on in  such  a way as 
to b e n e f i t ,  a s  o q u i t a o l y  a s  p o s s i b l e ,  a l l  A la s k a n s .

1 do n o t  b e l i e v e  i t  b e s t  m eets the  e q u i t y  to ta k e  r o y a l t y  
o i l  c r  any " r e v e n u e s "  w h ic h  b e lo ng  to  a l l  th e  c i t i z e n s  o f  
the  S t a t e ,  and p ro v id e  b e n e f i t s  o n ly  to th o se  who a re  a b le  
to  a v a i l  th e m se lv e s  o f  the program  th ro u g h  g e o g r a p h ic a l  
l o c a t i o n  o r  t h a t  the  amount o f  b e n e f i t s  sh o u ld  r e l a t e  to  th e  
m ag n itud e  o f u sa g e .

To make such  a program  a c c e p t a b le ,  p e rh ap s  we c o u ld  a s s u r e  
t h a t  a l l  A la s k a n s  w ou ld  have an o p t io n  to  buy the  same 
amount o f  c u t - r a t e  p r o d u c t s .  F o r  e x a m p le , i f  i t  w ere  
p o s s i b l e  to  re d u ce  the  p r i c e  o f  a b a r r e l  o f  g a s o l i n e  o r  f u e l  
o i l  to  o n e - n a i f  i t s  c u r r e n t  c o s t  th ro u g h  such  a p ro g ram , 
then  th e  number o f b a r r e l s  a v a i l a b l e  m ight be d iv id e d  by the  
t o t a l  number o f  A la s k a n s  and each  c o u ld  be g ra n te d  an o p t io n  
to  p u rc h a s e  a l i k e  am ount. Those who cho se  no t to  do so 
w o u ld , o f  c o u r s e ,  have  a n e g o t ia b le  in s t ru m e n t  w h ic h  o t h e r s  
c o u ld  p u rc h a s e  from them .

U n f o r t u n a t e l y ,  e x p e r ie n c e  to  d a te  does not i n d i c a t e  t h a t  the  
co n v e y a n c e  o- lo w e r  c o s t  r o y a l t y  o i l  n e c e s s a r i l y  t r a n s l a t e s  
in t o  a s a v in g s  to A la s k a n  co n su m e rs .  Fo r  e x a m p le , th e  S 7 .0 0  
per b a r r e l ,  o i l  now a v a i l a b l e  f o r  T e s o r o ' s  r e f i n e r y  has  not 
been r e f l e c t e d  in t o  any  s i g n i f i c a n t  p r i c e  d i f f e r e n t i a l
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betw een t h e i r  p ro d u c t  c o s t s  and th o se  or com pan ies  w h ic h  
m ust s h ip  t h a t  r o y a l t y  c ru d e  e lse w h e re  and th e n  the  r e f i n e d  
p ro d u c t  b ack  to  th e  S t a t e .  One would assume t h a t  th o se  
t r a n s p o r t a t i o n  c h a rg e s  c o u ld  be d e d u c te d . S i m i l a r l y ,  th e  
o i l  r e f i n e d  a t  N o rth  P o le  h a s  n o t ,  to  my k n o w le d g e , made 
p r o d u c t s  s u b s t a n t i a l l y  l e s s  c o s t l y  to  the consum er in  th e  
F a i r b a n k s  a r e a .

I 'm  e n c lo s in g  a copy  o f  a r e c e n t l y  r e v i s e d  p a p e r  s e n t  to  a l l  
th e  m ayors i n  r e l a t i o n  to  th e  l a s t  r o y a l t y  o i l  s a l e  p o in t in g  
o u t  some f a c t s  t z  l i f e  w h ich  I  b e l i e v e  a re  m ost p e r t i n e n t .
A t  th e  t im  o f  t h a t  s a l e ,  I  urged anyone d e s i r o u s  o f  
r e f i n i n g  r< y a l t y  o i l  h e re  i n  the S t a t e  to p r e s e n t  me w i t h  a 
p ro p o s a l  w h ic h  w ou ld  i n d i c a t e  t h a t  a n y th in g  l i k e  a 
co m p ara b le  b e n e f i t s  c o u ld  be conveyed  e q u i t a b l y  to  A la s k a n s  
a s  I  had p ro p o sed  be done w i t h  the  r o y a l t y  prem ium . No 
s u g g e s t io n s  w ere even  fo r th c o m in g .  T h e r e f o r e ,  u n t i l  I  see  
th e  p a r t i c u l a r s  o f  some p la n  w hich  b e t t e r  m eets  the  e q u i t y  
t e s t  and p r o v id e s  a f a r  more d i s c e r n i b l e  b e n e f i t  to  A la s k a n  
c i t i z e n s  th an  any seen  to  d a t e ,  I  must rem ain  s k e r t i c a l  t h a t  
th e  c o n v e y a n ce  o f  lo w e r  c o s t  r o y a l t y  c rud e  to  in- s t a t e  
r e f i n e r i e s  w i l l  m a t e r i a l l y  im prove th e  l o t  o f  t ’ e a v e ra g e  
A la s k a n  co n su m er .
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, J A T  S .  H A M M O N D

I  a p p r e c ia t e  y o u r  e x p r e s s io n  o f  i n t e r e s t  in  th e  b id d in g  
p ro c e d u re s  f o r  th e  c o m p e t i t i v e  o i l  s a l e s .  U n f o r t u n a t e l y ,  
t h e r e  a p p e a rs  to  be a good d e a l  o f  m i s in f o r m a t io n  about th e  
p ro c e d u re s  and t h e  s a l e .  F i r s t ,  l e t  me c l e a r  up some o f  
yo u r  a p p re h e n s io n  ab o u t p r e fe r e n c e  f o r  i n s t a t e  r e f i n e r s .
The b id d in g  p ro c e d u r e s  do s e t  up a p r i o r i t y  s y s te m  f o r  
q u a l i f i e d  i n s t a t e  r e f i n e r s  and s u p p l i e r s ,  g i v i n g  them r i g h t  
o f  f i r s t  r e f u s a l  on th e  lo w e s t  p r i c e d  l o t s  o f f e r e d  a t  th e  
s a l e .  C h e v ro n ,  S h e l l ,  Union and T e s o ro  l o t s  a l l  r e c e i v e d  
p r i o r i t y  d e s ig n a t i o n s  f o r  v a r y in g  amounts o f  r o y a l t y  o i l ;  
th e  amouncs a r e  based  on amounts th e y  a c t u a l l y  p r o c e s s ,  o r  
w i l l  p r o c e s s ,  i n  A l a s k a ,  o r  s u p p ly  in  r e f in e d  p r o d u c t s  to  
A l a s k a .

A lo o k  a t  th e  e x i s t i n g  r e f i n e r s  d i s c l o s e s  some i n t e r e s t i n g  
f a c t s .  A la s k a  h a s  t h r e e  r e f i n e r i e s  - -  M ap co -A laska  
( f o r m e r ly  E a r t h  R e s o u rc e s )  a t  N orth  P o le .  T e s o ro  P e t ro le u m  
and C hevron  a t  N i k i s k i .  M ap co -A laska  has an e x i s t i n g  
lo n g - te rm  c o n t r a c t  w i t h  th e  S t a t e  f o r  up to 15 p e r c e n t  o f  
P ru ch o e  Bay r o y a l t y  o i l .  A t c u r r e n t  p ro d u c t io n  l e v e l s ,  
M apco 's  r o y a l t y  c ru d e  s h a re  i s  2 8 ,1 2 5  b a r r e l s  p e r  d a y ,  and 
th e  company h as  nom inated  the  f u l l  e n t i t l e m e n t .

T e s o ro  P e t ro le u m  h as  a lo n g - te rm  c o n t r a c t  f o r  a l l  th e  
S t a t e ' s  r o y a l t y  s h a r e  o f  Cook I n k  l o i l  p r o d u c t io n ,  a 
o n e - y e a r  c o n t r a c t ,  w h ic h  ends Ju n e  3 0 , 1981, f o r  a b o u t  4 ,6 0 0  
b a r r e l s  p e r d ay  o f  Prudhoe Bay r o y a l t y  c ru d e ,  and a n o th e r  
o n e -y e a r  c o n t r a c t ,  w h ich  ru n s  from J u l y  1, 1981 th ro u g h  
Ju n e  30 , 1982 , f o r  4 ,9 6 3  b a r r e l s  p e r  day of P ru d h o e  Bay 
r o y a l t y  c r u d e .  T e s o ro  can  t e c h n i c a l l y  p ro c e s s  o n ly  about
5 .0 0 0  b a r r e l s  p e r  day o f  P rudhoe Bay o i l  a t  t h i s  t im e ,  s o '  
th e  r o y a l t y  c o n t r a c t  c o v e r s  th e  f u l l  amount o f  h ig h  s u l f u r  
Prudhoe Bay c ru d e  th e  r e f i n e r y  can c u r r e n t l y  h a n d le .

T h i s  s p r in g  C h e v ro n  c o n v e r te d  to  the  u s e -o f  100 p e r c e n t  
Prudhoe 3av c ru d e  a s  f e e d s t o c k ,  a*d now p r o c e s s e s  about
1 2 .0 0 0  b a r r e l s  p e r  d a y . I t ,  t o o ,  has a s h o r t - t e r m  c o n t r a c t ,  
wh’ o'n ends Ju n e  3 0 , 1981 , fo r  4 ,6 0 0  b a r r e l s  p e r  day o f  
Prudhoe Bay r o y a l t y  o i l .  In  a d d i t i o n ,  Chevron owns about
12 000 b a r r e l s  p e r  day o f  N orth  S lo p e  crude  and a b o u t 7 ,5 0 0  
b a r r e l s  n e r  day  o f  Cook I n l e t  c r u d e .  A l l  t h r e e  r e f i n e r i e s  
p ro c e s s  a t o t a l  o f  a p p r o x im a t e ly  1 0 0 ,0 0 0  b a r r e l s  p e r  d a y ,  o f  
w h ic h  .5 0 ,0 0 0  b a r r e l s  a r e  e x p o r te d  from the  s t a t e  e i t h e r  as  
u n r e f in e d  o r  a s  r e s i d u a l  o i l  f o r  f u r t h e r  r e f i n i n g  o u t s i d e ,  
o r  f o r  f u e l  f o r  o u t s id e  u t i l i t i e s .

S  T  .V T  i :  O  1* A  1. A  -S K  A

w r n c c  C r  Tr-»C G C . ' C ^ n O P  
J  u N K A U
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I -  a p p e a rs  th e n  t h a t  a d d i t i o n a l  s h o r t - t e r m  s a l e s  to  th e s e  
f a c i l i t i e s  w o u ld  n o t  a u t o m a t i c a l l y  r e s u l t  i n  any  m e a n in g fu l  

.p r i c e  o r  s u p p ly  r e l i e f  to  A la s k a n  r e s i d e n t s .  I  am 
e n co u ra g e d , h o w e v e r ,  t h a t  t h e s e  i n s t a t e  r e f i n e r s  a r e  
e x a m in in g  th e  p o s s i b i l i t y  o f  m o d i fy in g  t h e i r  p l a n t s  to  
i n c r e a s e  t h e i r  u t i l i z a t i o n  o f  N o rth  S lope c ru d e  o i l .  
A c c o r d in g ly ,  i n  th e  coming y e a r ,  t h e  S ta te  o f  A la s k a  in t e n d s  
to c o n s id e r  means o f  m aking i t s  r o y a l t y  o i l  a v a i l a b l e  to  
th e s e  co m p an ies  on a lo n g e r - t e r m  b a s i s  than i s  p r a c t i c a l  a t  
t h i s  t im e .

The breakdown o f  th e  5 0 ,0 0 0  b a r r e l s  p e r  day o f  r e f i n e d  
p ro d u c ts  i s  a l s o  i n t e r e s t i n g .  About 10 ,000  b a r r e l s  become 
g a s o l i n e  and some 1 4 ,0 0 0  become h e a t in g  f u e l s  f o r  A la s k a n  
u s e .  The m a jo r  p r o d u c t io n ,  some 2 4 ,0 0 0  b a r r e l s ,  i s  f o r  j e t  
f u e l  used m a in l y  f o r  f o r e i g n  and m i l i t a r y  a i r c r a f t .  About
1 ,0 0 0  b a r r e l s  a r e  made in t o  a s p h a l t  and r c h e r  p r o d u c t s .
T h u s ,  i f  we w e re  t o  s u b s i d i z e  th e s e  r e f i n e r s  by p r o v id in g  
c ru d e  o i l  f o r  l e s s  th a n  i t s  m a rk e t  v a lu e ,  we c o u ld  e x p e c t ,  
a t  t h e  m ost , r e t u r n  b e n e f i t s  o f  no more than  24 c e n t s  f o r  
e v e r y  d o l l a r  o f  s u b s i d i e s ,  and then  th o se  b e n e f i t s  would go 
o n ly  to  th o se  who consumed th e  r e f i n e r i e s '  p a r t i c u l a r  
p e t ro le u m  p r o d u c t .  The  o t h e r  76 c e n t s  o f b e n e f i t s  would go 
to th e  r e f i n e r  o r  o u t s i d e  p u r c h a s e r .

A l a s k a ' s  C o n s t i t u t i o n ,  h o w e v e r ,  o b l i g a t e s  us to  m a x im ize  
usage o f  our n a t u r a l  r e s o u r c e s  in  th e  p u b l ic  i n t e r e s t ,  not 
t h a t  o f  the  g o v e rn m e n t ' s o r th e  i n t e r e s t  o f one s e l e c t
c ro u p .  I t  s h o u ld  be remembered t h a t  b id  premiums a r e  m onies
w h ich  th e  S t a t e  would n o t  h a ve  r e c e i v e d  a t  a l l  i f  i t  were 
not f o r  the  c o m p e t i t i v e  s a le  w h ich  r e q u i r e s  t h a t  th e  r o y a l t y
o r l  be so ld  f o r  a p r i c e  g r e a t e r  th an  the  c u r r e n t  i n - v a l u e
p r i c e .

3v d i s t r i b u t i n g  the  added v a lu e  d o l l a r s  d i r e c t l y  and 
e q u i t a b l y  to  a l l  A l a s k a n s ,  we w i l l  i n j e c t  m i l l i o n s  o f  
d o l l a r s  in t o  th e  c o l l e c t i v e  p r i v a t e  economy r a t h e r  th an  i n t o  
S t a t e  c o f f e r s  o r  c o r p o r a t e  a c c o u n t s .  T h is  money w i l l  f lo w  
d i r e c t l y  in t o  c i t i z e n s '  hands and th e n c e  in t o  th e  p r i v a t e '  
economy, not i n t o  more governm ent o r  some s u b s id i z e d  
i n d u s t r y .

I am happy to h ave  had t h i s  o c c a s io n  to  p re s e n t  you w ith  
seme more p ie c e s  o f  th e  p i c t u r e .

J a y  S .  Hammond 
G o v e rn o r
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T h e  H o n o r a b le  J a y  S .  Hammond 
G o v e r n o r  o f  A l a s k a

PILE NO:

TELEPHONE NO. 4 6 5 - 2 4 0 0

d a t e . June 1, 19 01

R o b e r t  E .  L e R e s c h eA.
C o m m is s io n e r  
D e p a r tm e n t N a t u r a l

s u b j e c t : A n a l y s i s  o f  R o y a l t y  O i l  
P r o p o s a l  b y  A l a s k a ' O i l  

R e s o u r c e s  • ' f o r  A l a s k a n s  Now

I n  r e s p o n s e  to  y o u r  r e q u e s t ,  a t t a c h e d  i s  an a n a l y s i s  o f  t h e  
p r o p o s a l  f o r  d i s t r i b u t i o n  o f  r o y a l t y  o i l  a d v a n c e d  b y  A l a s k a  
O i l  f o r  A l a s k a n s  How ( a . k . a .  "6 1  f o r  6 6 " ) .
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7 i .n a l y s i s  -  p r o p o s a l  f o r  R o y a l t y  O i l  D i s t r i b u t i o n  
__________________ b y  A l a s k a  O i l  f o r  A l a s k a n s  Now ' .

A g ro u p  known a s  A l a s k a  O i l  f o r  A la s k a n s  Now h a s  made p u b l i c  a 
p r o p o s a l  f o r  d i s t r i b u t i o n  o f  A l a s k a ' s  r o y a l t y  o i l ,  w h i c h  i s  
e m b o d ied  ( w i t h  some d i f f e r e n c e s )  i n  HB 589 ( h e r e a f t e r  " P r o p o s a l " )  .

I n  sum m ary , t h e  P r o p o s a l  e n v i s i o n s  t h a t  t h e  S t a t e  w o u ld  c o n t r a c t  
w i t h  p e r s o n s '  to  r e f i n e  an d  d i s t r i b u t e  r o y a l t y  o i l ,  p a s s i n g  on 
t o  c o n s u m e rs  o n l y  th e  c o s t  o f  p r o c e s s in g  and d i s t r i b u t i o n  a f t e r  
d e d u c t i o n  o f  a " r e a s o n a b l e  p r o f i t " .  The S t a t e  w o u ld  b e  r e s p o n s i b l e  . 
f o r  i n s u r i n g  t h a t  p r i c e s  c h a r g e d  co n su m ers  b y  d i s t r i b u t o r s  d id  
n o t  e x c e e d  t h e  p r i c e  a u t h o r i z e d  by t h e  S ta ^ e  . i r a  a c c o r d a n c e  w i t h  
t h e  a b o v e  f o r m u l a .  C o n su m e rs  o p e r a t in g  o n ly  p a r t i a l l y  i n  t h e  
S t a t e  w o u ld  r e c e i v e  p r o p o r t io n e d  d i s c o u n t s ;  e _ g . ,  a i r l i n e s  w ou ld  
be c r e d i t e d  w i t h  d i s c o u n t s  o n l y  f o r  f u e l  b u r n e d  i n  A l a s k a n  a i r s p a c e .  . 
C o n t r a c t s  w o u ld  be  t e r m in a t e d  b y  th e  S t a t e  f o r  v i o l a t i o n s  o f  i t s  
r e g u l a t i o n s  g o v e r n in g  a l l o w a b l e  c o s t s ,  r e a s o n a b l e  p r o f i t s ,  p r i c i n g ,  
a n d  o t h e r  p r o v i s i o n s .

A l t h o u g h  H3 589 a u t h o r i z e s  d i s t r i b u t i o n  o f  r o y a l t y  g a s  i n  t h e  
sam e f a s h i o n ,  t h e  P r o p o s a l  i s  p r i m a r i l y  d i r e c t e d  a t  r o y a l t y  o i l .
T h e  d r a f t e r s  c o n te n d  t h a t  p r i c e s  w ou ld  b e  r e d u c e d  f o r  g a s o l i n e
and  h e a t i n g  f u e l  b y  66<;/ g a l l o n ,  a lo n g  w i t h  r e d u c e d  r a t e s  f r o m
2% t o  35% f o r  e l e c t r i c i t y  and f o r  t r u c k ,  r a i l ,  arid a i r  t r a n s p o r t a t i o n .

T h e  P r o p o s a l  a l s o  recom m ends a T e r m in a t io n  F u n d  t o  c u s h i o n  t h e  
e f f e c t s  o f  r e t u r n i n g  t o  w o r ld  o i l  p r i c e s  when t h e  r o y a l t y  o i l  r u n s  
o u t .  T h e  Fund w o u ld  be  c o n s t i t u t e d  w i t h  t h e  p r o c e e d s  o f  p r i c e  
i n c r e a s e s  o n ce  US r e t a i l  p r i c e s  e xc e e d e d  $ 1 0 / g a l l o n  o v e r  t h e  
Z i l a s k a n  p r i c e .

T h e r e  a r e  a number o f  v e ry -  s e r i o u s  d ra w b a c k s  to- t h i s  c o n c e p t  w h ic h  
f a r  o u t w e ig h  th e  b e n e f i t s  d e s c r ib e d  by t h e  a u t h o r s .  T h e s e  d e f e c t s  
r e n d e r  th e  P r o p o s a l  n o t  o n l y  u n w o rk a b le  b u t  c o n t r a r y  t o  t h e  i n t e r e s t s  
o f  t h e  v a s t  m a jo r i  t y  o f  A l a s k a n s .  T h e r e  a r e  n o  a p p a r e n t  p r a c t i c a l  
m o d i f i c a t i o n s  w h ic h  c o u ld  bo made to  t h e  P r o p o s a l  to  e l i m i n a t e  t h e s e  
d e f i c i e n c i e s .  A summary o f  t h e  p r i n c i p a l  p r o b le m s  i s  a s  f o l l o w s :

1 .  - I n c q n i t a b le  Di r . t r i . b u t i on o f  13e n e f i t s

U n d e r  t h e  P r o p o s a l ,  t h e  S t a t e  w ou ld  be g i v i n g  aw ay  t h e  
p u b l i c ' s  r o y a l t y  o i l  e x c l u s i v e l y  to  i n s t a t e  r e f i n e r i e s  or. t h e  
c o n d i t i o n  t h a t  t h e  co n su m e r  w o u ld  pay o n l y  t h e  c o s t  o f  p r o c e s s i n g  
an d  d i s t r i b u t i o n  p l u s  a " r e a s o n a b l e  p r o f i t " .  T h i s  w o u ld  be 
i n h e r e n t l y  u n f a i r  to  t h o s e  a r e a s  o f  A l a s k a  ( e . g . ,  S o u t h e a s t ,
W e s t e r n  A la s k a . )  w h ic h  p r e s e n t l y  im p o r t  a l l  o f  t h e i r  r e f i n e d  f u e l  
p r o d u c t s  f ro m  t h e  lo w e r  4 8 .  E v e n  i f  th e  P r o p o s a l  e v e n t u a l l y  a l lo w e d  
i n s t a t e  r e f i n e r i e s  to  d i s p l a c e  th e  e x i s t i n g  s u p p l i e r s  o f  im p o r te d  
p r o d u c t s ,  i t  w o u ld  n o t  b e  u n t i l  s u b s t a n t i a l  e x p a n s i o n  a n a  r c s t r o f i t t i n c
o.f t h e s e  r c . i n e r i e s  had beer: c o m p le te d .  T h u s ,  some A l a s k a n s  w o u ld  
r e a l i z e  b e n e f i t s  im m e d ia t e l y  w h i l e  o t h e r s  w o u ld  go u n r e w a r d e d  f o r  
a  num ber o f  y e a r s .
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M o re o v e r ,  e v e n  i f  a l l  demand w e r e  m et b y  p r o d u c t s  r e f i n e d  i n s t a t e ,  
t h e  r e l a t i v e  b e n e f i t  r e c e i v e d  b y  e a c h  c i t i z e n  w o u ld  v a r y  b y  s e v e r a l  
o r d e r s  o f  m a g n i t u d e ,  d e p e n d in g  on f u e l  c o n s u m p t io n .  T h e  r e s i d e n t  
o f  a P i o n e e r ' s  Home, f o r  e x a m p le ,  v.-ould r e a 2 i z e . v i r t u a l l y  no b e n e f i t  
co m p ared  t o  t h e  o w n er o f  a p o o r l y  i n s u l a t e d  s i x  b e d ro o m  h o u s e  w i t h  
two l a r g e  c a r s  and  a s s o r t e d  r e c r e a t i o n a l  v e h i c l e s .  W h i l e  c o n c e p t u a l l y  
many p e r s o n s  may f a v o r  t h e  id e a  o f  re d u c e d  f u e l  c o s t s ,  a n y  c o n s e n s u s  
w i l l  v a n i s h  when t h e  s p e c i f i c s  o f  r e f i n i n g  an d  d i s t r i b u t i o n  c o n t r a c t s  
a r e  t a k e n  u p .  T h e  c o m p la in t s  w h ic h  w o u ld  be v i s i t e d  on l e g i s l a t o r s  
and  a d m i n i s t r a t o r s  w o u ld  r i v a l  t h o s e  a c c o m p a n y in g  i n s t i t u t i o n  o f  
a  new g r a d u a t e d  in c o m e  t a x  o r  g a s o l i n e  r a t i o n i n g ,  r e a c h i n g  g r e a t e r  
i n t e n s i t y  a f t e r  t h e  s y s t e m  w e re  e s t a b l i s h e d  an d  t h e  d i s p a r i t i e s  
n o t e d .  R e m e d ia l  l e g i s l a t i o n  w o u ld  be demanded a n n u a l l y  t o  r e c t i f y  
t h e  i n e q u i t i e s  c o m p la in e d  o f .  •

2 .  C o n s e r v a t i o n / N a t i o n a l  Im ag e

Th e  p r e v a i l i n g  f a c t o r  s t a b i l i s i n g  f u e l  c o s t s  a t  t h e  p r e s e n t  
t im e  i s  an i n t e r n a t i o n a l  g l u t  o f  o i l  s u p p l i e s .  W h i l e  t h i s  c a n  b e  
p a r t i a l l y  a t t r i b u t e d  t o  S a u d i  A r a b i a n  p r i c i n g . a n d  p r o d u c t i o n  p o l i c i e s ,  
t h e  p r im a r y  c a u s e  h a s  b e e n  a d r a m a t i c  d e c l i n e  i n  f u e l  c o n s u m p t io n  . 
by t h e  U n i t e d  S t a t e s  and  o t h e r  o i l  i m p o r t e r s  w h i c h  e x c e e d e d  a l l  
f o r e c a s t s .  A ny r e d u c t i o n  i n  f u e l  p r i c e s  o f  m o re  t h a n  60d p e r  
g a l l o n  i s  bound t o  h a v e  some a d v e r s e  e f f e c t  on f u e l  c o n s e r v a t i o n  
by c r e a t i n g  an a r t i f i c i a l  dem and. F u r t h e r m o r e , w h i l e  one c a n  
a r g u e  a b o u t  t h e  am ount o f  a d d i t i o n a l  c o n s u m p t io n  w h i c h  w o u ld  be 
s t i m u l a t e d ,  A l a s k a  w o u ld  c r e a t e  th e  a p p e a r a n c e  o f  f l a u n t i n g  i t s  
o i l  w e a l t h  and u n d e r m in in g  a n a t i o n a l  e f f o r t  t o  e n c o u r a g e  e n e r g y  
• c o n s e r v a t io n  and m a x im iz e  s t r a t e g i c  h y d r o c a r b o n  r e s e r v e s .  T h i s  
con o n l y  f a c i l i t a t e  p o t e n t i a l  F e d e r a l  sch em es t o  c a p t u r e  an d  
r e d i s t r i b u t e  A l a s k a ' s  o i l  r e v e n u e s .

3 .  C r e a t i o n  o f  F a l s e  Economv

The OPEC c a r t e l  l i a s  s u c c e e d e d  i n  m ak in g  o i l  t h e  m o s t  v a l u a b l e  
com m od ity  i n  t h e  w o r l d . I  t  a l s o  c o n t r o l s  t h e  p r i c e .  T h a t  p i  i c e  
i n  t u r n  d i c t a t e s  t h e  r e l a t i v e  h e a l t h  o f  W e s t e r n  e c o n o m ie s  an d  
t h e  o p e r a t i n g  c o n s t r a i n t s  o f  a n y  b u s i n e s s  t h a t  i s  f u e l  d e p e n d e n t .  
W h i le  an a r t i f i c i a l  r e d u c t i o n  i n  f u e l  p r i c e s  m ay g e n e r a t e  now 
f u e l  d e p e n d e n t  b u s i n e s s e s  t h a t  o t h e r w i s e  w o u ld  n o t  b e  p r o f i t m a k i n g , 
i n  c a n n o t  c h a n g e  t h e  f a c t  t h a t  th e  b u s i n e s s  i s  f u e l  d e p e n d e n t .  
C o n s e q u e n t l y ,  t h o s e  new b u s i n e s s e s  e x i s t  s o l e l y  b e c a u s e  o f  a' S t a t e  
o i l  g i v e a w a y .  When t h e  demand f o r  s u b s i d i s e d  r o y a l t y  o i l  e x c e e d s  
th e  s u p p l y ,  o r  t h e  r o y a l t y  o i l  s u p p ly  i n e v i t a b l y  d e c l i n e s ,  t h o s e  
b u s i n e s s e s  w i l l  e x p e r i e n c e  a v e r y  h ig h  f a i l u r e  r a t e .  U n l e s s  o i l  
d i s c o v e r i e s  on S t a t e  la n d  i n  t h e  n ext : few  y e a r s  a r e  s u f f i c i e n t  
to  o f f s e t  t h e  d e m is e  o f  t h e  P ru d h o e  P a y  r e s e r v o i r  ( a  p r o m is e  no 
g e o l o g i s t  w o u ld  m a k e ) ,  t h a t  d e c ' l i r e  w i l l  b e g in  i n  t h e  n e x t  1 0 - 1 5  
y e a r s .  One can  i in a g in e  t h e  c h a o s  'w h ich  w o u ld  e n s u e  i n  t h e  W e s t e r n  
econom y i f  OPEC w e re  to  s u d d e n ly  s l a s h  p r i c e s  t o  5 1 5  p e r  b a r r e l ,  
s t i m u l a t e  a s u b s t a n t i a l  i n c r e a s e  i n  g ro w th  b a s e d  o n  f u e l  c o n s u m p t io n ,  
and t h e n  b e g in  c u t t i n g  o f f  p r o d u c t i o n .  U n le s s  one  i s  w i l l i n g  t o
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assu m e  a c o n t in u o u s  v o lu m e  o f  r o y a l t y  o i l  f o r  d e c o d e s , im p le m e n t in g  
t h e  P r o p o s a l  w o u ld  le a d  t o  a s i m i l a r  c h a i n  o f  e v e n t s .

T h e  T e r m i n a t i o n  Fu n d  c o n t a in e d  i n  t h e  P r o p o s a l  p u r p o r t s  t o  s o f t e n  
t h e  e f f e c t s  o f  an  e v e n t u a l  r e t u r n  to  w o r ld  o i l  p r i c e s  w hen  r o y a l t y  
o i l  r u n s  o u t .  h o w e v e r ,  c o n t r i b u t i o n s  t o  t h e  Fu n d  do n o t  e v e n  b e g in  
u n t i l  t h e  w o r l d  p r i c e  e x c e e d s  t h e  s u b s i d i z e d  A l a s k a n  p r i c e  b y  
$10  p e r  g a l l o n .  E x p e c t i n g  t h e  F u n c  to  " c u s h i o n "  .-’h a t  w o u ld  t h e n  
b e  a  1000% p r i c e  i n c r e a s e  i s  l i k e  s u g g e s t in g  t h a t  A n c h o r a g e  c o u ld  
h a v e  t o l e r a t e d  t h e  Good F r i d a y  e a r t h q u a k e  i f  i t  h a d  b e e n  r p r e a d  o u t  
o v e r  a c o u p le  o f  w e e k s .  •

M o r e o v e r ,  s i n c e  f u e l  d ep e n d en ce  i s  c h a r a c t e r i s t i c  o f - m a n y  b u s i n e s s e s  
i n  A l a s k a ,  t h e  c u m u l a t i v e  e f f e c t  w o u ld  be  t o  c r e a t e  a n  eco no m y w h ic h  
i s  n o t  b a s e d  on r e a l i t y ,  and  a g g r a v a t e d  by  t h e  f a c t  t h a t  i t s  f a l s e  
p r e m is e  w o u ld  c o n c e r n  t h e  w o r l d ' s  m o st  s o u g h t  a f t e r  c o m m o d i t y . Once 
c r e a t e d ,  i t  c o u ld  n o t  b e  n e a t l y  d i s m a n t l e d  when s u b s i d i z e d  r o y a l t y  
o i l  u l t i m a t e l y  d i s a p p e a r e d .  Many b u s i n e s s e s  ( e s p e c i a l l y  s c - c a l l e d  
s p i n o f f  e n t e r p r i s e s  froici d i r e c t  r e c i p i e n t s  o f  s u b s i d i z e d  o i l )  w o u ld  
n o t  r e a l i z e  t h e i r  d e p e n d e n c e  on c o n t in u e d  r o y a l t y  o i l ,  p a r t i c u l a r l y  
s i n c e  t h e  p ro g ra m  c a r r i e d  a S t a t e  e n d o r s e m e n t .  T h e  i n e v i t a b l e  c r a s h  
w ould- be s e v e r e ;  i t  w o u ld  a l s o  c o i n c i d e  w i t h  a s u b s t a n t i a l  d e c l i n e  
i n  S t a t e  r e v e n u e s ,  l e a v i n g  no s o u r c e  f o r  a s s i s t a n c e .

R e w a rd  f o r  I n e f f i c i e n c y

T h e  P r o p o s a l  w o u ld  p e n a l i z e  t h o s e  b u s i n e s s e s  w h ic h ,  h a v e  
u n d e r t a k e n  c a p i t a l  e x p e n d i t u r e s  t o  im p ro v e  lo n g  t e r m  f u e l  e f f i c i e n c y  
F o r  e x a m p le ,  an a i r l i n e  w h ic h  h a d  u p g ra d e d  i t s  f l e e t  t o  a i r c r a f t  
w i t h  im p ro v e d  f u e l  c o n su m p t io n  w o u ld  r e c e i v e  a s m ? : l l e r  b e n e f i t  th a n  
o n e  w h ic h  c o n t in u e d  t o  f l y  a n t i q u a t e d ,  c o n s u m p t i o n - i n t e n s i v e  p l a n e s .  
E n c o u r a g in g  f u e l  i n e f f i c i e n c y  i s  a n t i t h e t i c a l •t o  t h e  P r o p o s a l ' s  
o b j e c t i v e  o f  r e d u c i n g  t h e  e f f e c t s  o f  f u e l  c o s t s  on c o n s u m e r s .

A d m i n i s t r a t i v e  C o s t / G o v e rn m e n t  I n L e r v e n t i o n

W h i le  t h e  a u t h o r s  seem to m a r v e l  a t  t h e  s o p h i s t i c a t i o n  o f  
S t a t e  c o n t r a c t i n g  t e c h n i q u e s ,  a c o n t r a c t  m e r e ly  s e t s  o u t  t h e  r u l e s  
an d  u n d e r s L a n d in g s  b e tw e e n  th e  p a r t i e s ;  i t  c a n n o t  m ake d u t i e s ' p e r f c :  
u n d e r  th e  c o n t r a c t  an y  .l o s s  c o m p l i c a t e d  t h a n  t h e y  a c t u a l l y  a r e .  I t  
w o u ld  r e q u i r e  a v i r t u a l  arm y o f  b u r e a u c r a t s  i n  g r e e n  e y e s h a d e s  t o  
m o n i t o r ,  a u d i t ,  and  e n f o r c e  th e  t y p e  o f  c o n t r a c t s  w h i c h  t h e  P r o p o s a l  
e n v i s i o n s .

I n  o r d e r  t o  i n s u r e  t h a t  c o s t  s a v i n g s  s u b s i d i z e d  by  t h e  S t a t e  w e re  
a c t u a l l y  p a s s e d  on t o  c o n s u m e r s , t h e  S t a t e  w o u ld  h a v e  t o  b e  i n t i m a t e l y  
f a m i l i a r  w i t h  e a c h  r e f i n e r ' s  p r o d u c t i o n ,  a m o r t i z a t i o n ,  d e b t  s e r v i c e ,  
t a x a t i o n ' ,  l a b o r ,  and t r a n s p o r t a t i o n  c o s t s .  'the  c a l c u l a t i o n  w o u ld  be 
c o m p l i c a t e d  g i v e n  t h a t  t h e  p r o p o r t i o n  o f  o p e r a t i n g  c o s t s  a t t r i b u t a b l e  
t o  d i f f e r e n t  r e f i n e d  p r o d u c t s  v a r i e s  c o n s iw '  y .  P r e s u m a b l y ,  t h e  
S t a t e  wo l i d  a l s o  p a s s  ju d g m e n t  on o p e r a t i n g  p r o c e d u r e s ,  d e b t ,  
p a c k a g e s ,  p l a n t  m o d i f i c a t i o n s ,  and o t h e r  m a t t e r s  w h i c h  a f f e c t e d
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co n su m e r  c o s t s .  W h o le s a le  ar.d r e t a i l  d i s t r i b u t o r s  w o u ld  r e q u i r e  
s i m i l a r  s c r u t i n y ,  ancl o w n e rs  o f  g as  s t a t i o n s  s e l l i n g  t i r e s  cind 
e q u ip m e n t ,  r e p a i r  s e r v i c e s ,  and g r o c e r i e s  c o u ld  e x p e c t  l e n g t h y  
s e s s i o n s  w i t h  S t a t e  i n s p e c t o r s  t o  d e t e r m in e  w h i c h  o p e r a t i n g  e x p e n s e s  
c o u ld  be r o l l e d  i n t o  g a s o l i n e  p r i c e s .  T h e  u l t i m a t e  r e s u l t  w o u l d ,  
o f  c o u r s e ,  b e  g o v e rn m e n t  p r i c e  f i x i n g  ( s p e c i f i c a l l y  a u t h o r i z e d  b y  
S e c t i o n  ? o f  HB 5S 9 ) , a c o n c e p t  se ld o m  g r e e t e d  w i t h  e n t h u s i a s m  i n  
A l a s k a .  T h i s  s p e c i f i c a l l y  i n c l u d e s  a d e t e r m i n a t i o n  c f  " r e a s o n a b l e  
p r o f i t " .

M o n i t o r i n g  c o n su m e r  c o s t s  f o r  t r a n s p o r t a t i o n ' e n t i t i e s  w o u ld  a l s o  
be c o m p le x ,  r e q u i r i n g  a u d i t o r s  s p e c i a l i z i n g  i n  t h e  p r o c e d u r e s  u s e d  
by t h e  C i v i l  A e r o n a u t i c s  B o a r d ,  t h e  I n t e r s t a t e  C om m erce  C o m m is s io n , 
and  o t h e r  a g e n c i e s  'w i t h  j u r i s d i c t i o n  o v e r  r a i l ,  t r u c k ,  a n d  a i r  
co m m e rce . I t  i s  d i f f i c u l t  to  im a g in e  o b t a i n i n g ’ an  a c c u r a t e  
c a l c u l a t i o n  o f  a v i a t i o n  f u e l  b u rn e d  i n  A l a s k a  a i r s p a c e  o n  
i n t e r s t a t e / i n t e r n a t i o n a l  f l i g h t s  s h o r t  o f  m o n i t o r i n g ' t h e  f u e l  
c o n s u m p t io n  and  p a y lo a d  o f  e a ch  f l i g h t  l e a v i n g  -the S t a t e .

F u r t h e r m o r e ,  t h e  S t a t e  w i l l  be r e s p o n s i b l e  f o r  J t e e p in g  t r a c k  
o f  a l l  s u b s i d i z e d  f u e l  p ro d u c e d  and d i s t r i b u t e d  i n  t h e  S t a t e  t o  
p r e v e n t  u n l a w f u l  r e s a l e  i n  e x c e s s  o f  t h e  g o v e rn m e n t  a u t h o r i z e d  
p r i c e  ( e i t h e r  t h ro u g h  c a s h  o r  i n  k in d  p a y m e n t s ) .

T h e r e f o r e ,  r e g a r d l e s s  o f  t h e  m ethod o f  c o n t r a c t i n g  u s e d ,  e x e c u t i o n  
o f  t h e  P r o p o s a l  w o u ld  be l o g i s t i c a l l y  i m p r a c t i c a l ,  e x p e n s i v e ,  an d  
l e a d  t o  an  u n a c c e p t a b le  l e v e l  o f  g o v e rn m e n t  i n v o l v e m e n t  i n  p r . i v a t f  
a f f a i r s .  I t  w o u ld  make r e f i n e r i e s ,  i n  e s s e n c e ,  p u b l i c  u t i l i t i e s .

6 .  I n e q u i t a b l e  A v a i l a b i l i t y

W h i l e  t h e  P r o p o s a l  e n v i s i o n s  c o n t r a c t u a l  g u a r a n t e e s  i n s u r i n g  
t h a t  c o s t  s a v i n g s  a r e  p a s s e d  on t o  c o n s u m e r s ,  t h e r e  i s  n o t h i n g  t o  
p r e v e n t  r e f i n e r s  and d i s t r i b u t o r s  f ro m  e n t e r i n g  i n t o  c o n t r a c t s  
w i t h  c o n s u m e r s  f o r  a s s u r e d  s u p p l i e s ,  o r  o t h e r w i s e  g r a n t i n g  
p r e f e r r e d  c u s t o m e r  s t a t u s .  C e r t a i n l y ,  i t  w o u ld  b e  t o  t h e  .a d v a n t a g e  
o f  a n y  b u s i n e s s  t o  t i e  up s u p p l i e s  o f  s u b s i d i z e d  r o y a l t y  o i l .
When, h o w e v e r ,  t h e  s u p p ly  o f  s u b s i d i z e d  o i l  f a i l e d  to  m e e t  i n s t a t e  
dem and , a n y  new b u s i n e s s  w o u ld  h a v e  t o  o b t a i n  f u e l  a t  w o r l d  p r i c e s ,  
p l a c i n g  i t  a t  a  s u b s t a n t i a l  (a n d  p r o b a b l y •f a t a l )  c o m p e t i t i v e  
d i s a d v a n t a g e .  T h e  a l t e r n a t i v e  w o u ld  b e  g o v e rn m e n t  c o n t r o l s  
i n s u r i n g  t h a t  a l l  c o n su m e rs  w e r e  t r e a t e d  w i t h  e q u a l i t y  r e g a r d i n g  
b o th  v o lu m e  and p r i c e .

7 .  E f f e c t  on E x i s t i n g  k e f i n e r i e s

T h e , P r o p o s a l  m ig h t  w e l l  a t t r a c t  new r e f i n e r i e s  to  t h e  
B t a t e ,  b u t  t h e  c i r c u m s t a n c e s  u n d e r  w h ic h  t r e y  w o u ld  a r r i v e  w o u ld  
be q u e s t i o n a b l e  a t  b e s t .  G iv e r ,  t h e  p r o v i s i o n  f o r  " r e a s o n a b l e  
p r o f i t "  an d  t h e  a p p a r e n t  f i r s t  come, f i r s t  s e r v e d  b a s i s  o f  
c o n t r a c t i n g  a n t i c i p a t e d  by th e  P r o p o s a l ,  t h o s e  r e w a r d e d  w o u ld  
be t h o s e  f i r s t  on l i n e  n o t w i t h s t a n d i n g  t h e i r  r e l a t i v e  e m p h a s i s
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on c o s t  e f f e c t i v e n e s s ,  d e s i r a b i l i t y  o f  p r o d u c t  s l a t e ,  a n d  p e r c e n t a g e  
u t i l i z a t i o n  p e r  b a r r e l .  E x i s t i n g  r e f i n e r i e s  w o u ld  b e  f o r c e d  t o  
e i t h e r  e n t e r  t h e  r a c e  o r  r i s k  b e in g  p u t  o u t  o f  b u s i n e s s ,  m o d i f y i n g  
a t  l e a s t  p o r t i o n s  o f  t h e i r  c u r r e n t  p l a n s  f o r  e x p a n s i o n  f o r  t h e  
s a k e  o f  s p e e d .

H o w e v e r ,  i f  t h e  a u t h o r s  o f  t h e  P r o p o s a l  d e s i r e  t o  m a x i m i z e  c o s t  
s a v i n g s  t o  t h e  c o n s u m e r ,  t h e y  w o u ld  p r o b a b ly  s u p p o r t  a  l a r g e ,  
s o p h i s t i c a t e d  r e f i n e r y  a l o n g - t h e  l i n e s  o f  t h a t  b e i n g  d e s ig n e d  
b y  t h e  A l a s k a  O i l  Company ( . fo r m e r ly  A l p e t c o )  , w h i c h  c o u l d  come- 
on l i n e  s o o n e r  t h a n  a m a s s i v e  r e t r o f i t  o f  e x i s t i n g  r e f i n e r i e s  
and  w o u ld  p r o v i d e  m o re  t h a n  90% u t i l i z a t i o n  p e r  b a r r e l  ( a s  
o p p o se d  t o  t h e  c u r r e n t  a v e r a g e  49% b y  e x i s t i n g  r e f i n e r i e s ) .
T h i s  w o u ld  l i k e l y  i n s u r e  t h e  d i s a p p e a r a n c e  o f  t h e  r e f i n e r y  a t  
N o r t h  P o le  a n d  t h e  tw o  a t  H i k i s k i .

S .  E f f e c t  on E x i s t i n g  B u s i n e s s e s

._____ I t  m u s t  be rem em b ered  t h a t  many c u r r e n t  A l a s k a  b u s i n e s s e s
h a v e  d e s ig n e d  t h e i r  o p e r a t i o n s  and p r o d u c t s  b a s e d  on t h e  p r i c e  
o f  o i l  v e r s u s  a l t e r n a t i v e  f u e l s ,  o r  s im p ly  t h e  p r i c e  o f  o i l  
i t s e l f .  W ere  t h e r e  a su d d en  and d r a m a t i c  c h a n g e  i n  o i l  p r i c e s , ,  
t h e  e f f e c t s  c o u ld  b e  c o n s i d e r a b l e .  F o r  e x a m p le ,  t h e  c o a l - f i r e d  
p o w e r p la n t  a t  H e a l y  m ig h t  f i n d  i t  e c o n o m ic  t o  c o n v e r t  t o  o i l ,  
l e a v i n g  U s i b e l l i  C o a l  M in e s  w i t h  no d o m e s t ic  m a r k e t .  A u t o m o b i le  
d e a l e r s  who h a v e  o r d e r e d  s m a l l ,  f u e l  e f f i c i e n t  c a r s  m i g h t  f i n d  
demand r e t u r n i n g  i n s t e a d  f o r  l a r g e r  m o d e ls  n o t  i n  s t o c k .
C o n s e q u e n c e s  o f  t h i s  n a t u r e  w o u ld  be common i f  a b a s i c  e le m e n t  
o f  t h e  econom y i s  ch a n g e d  on s h o r t  n o t i c e .

9 .  R e d u c t io n  o f  S t a t e  r e v e n u e s

T h e  t h r e e  r e f i n e r i e s  p r e s e n t l y  i n  A l a s k a  a v e r a g e  o n l y  49% 
p e r  b a r r e l  a c t u a l l y  p r o c e s s e d  i n t o  r e f i n e d  p r o d u c t s ;  t h e  r e m a in d e r  
j s  r e s i d u a l  o i l .  A r e c e n t  r e p o r t  b y  t h e  H o u se  R e s e a r c h  A g e n c y  ' 
e s t i m a t e s  i n s t a t e  demand f o r  r e f i n e d  p r o d u c t s  a t  so m e w h e re  b e tw e e n  
5 7 ,  000 and 8 9 ,0 0 0  b / d .  A ssu m in g  7 5 ,0 0 0  b /d  o f  d e m an d , i t  w o u ld  
r e q u i r e  a p p r o x i m a t e l y  1 5 0 ,0 0 0  b /d  o f  r o y a l t y  c r u d e  g i v e n  aw ay  
to  p ro d u c e  7 5 ,0 0 0  b /d  o f  r e f i n e d  p r o d u c t  t o  m e e t  i n s t a t e  demand 
(e v e n  a s s u m in g  t h a t  t h e  com bined  p r o d u c t  s l a t e  w o u ld  c o r r e s p o n d  
to  t h e  demand fo.'* e a c h  p r o d u c t ,  w h ic h  i s  h i g h l y  u n l i k e l y ) .  G i v i n g  
t h i s  much r o y a l t y  c r u d e  t o  r e f i n e r i e s  w o u ld  n o t  l e a v e  enough t o  
b a n k  t h e  25% o f  a l l  r o y a l t i e s  i n  t h e  P e rm a n e n t  F u n d ,  an  r e q u i r e d  
by t h e  A l a s k a  C o n s t i t u t i o n .  H o w e v e r ,  p r o d u c in g  a n y t h i n g  l e n s  t h a n  
c u r r e n t  i n s t a t e  demand w i t h  s u b s i d i z e d  r o y a l t y  c r u d e  'w ou ld  c r e a t e  
s e v e r e  p ro b le m s  i n  e q u i t a b l e  a v a i l a b i l i t y ,  d e s c r i b e d  i n  P a r .a g ra p h  (i 
a b o v e .

T h e  r e v e n u e  Doss t o  th e  S t a t e  'would be e x t r e m e l y  s i g n i f i c a n t .
U s in g  t h e  M a rc h ,  1 9 3 1 ,  p r i c e  c f  £ 2 5 .9 0  p e r  b a r r e l ,  l o s s e s  w o u ld  
be $ 3 ,8 8 6 ,0 0 0  p e r  d ay  and $ 1 ,4 1 3 ,4 0 3 ,0 0 0  a n n u a l l y .  T h e  l o s s e s
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a r e  l a r g e  b e c a u s e  r o y a l t y  r e v e n u e s  c o n s t i t u t e  a b o u t  3 51 o f  t h e  
S t a t e ' s  in c o m e .  E n e r g y  d e v e lo p m e n t  p r o j e c t s ,  c a p i t a l  im p r o v e m e n t s  
p r o j e c t s ,  l o a n  p ro g r a m s ,  t h e  c a p i t a l  m o ve , a n d / o r  c o n t r i b u t i o n s  
to  t h e  P e rm a n e n t  Fund w o u ld  h a v e  t o  be s c a l e d  dow n o r  e l i m i n a t e d  
to  o f f s e t  t h e  l o s s . -

1 0 .  E l i m i n a t i o n  o f  Im p o r t  D i s t r i b u t i o n  S y s t e m s

T h e  P r o p o s a l  a ssu m e s  t h a t ,  w i t h i n  a r e l a t i v e l y  s h o r t  p e r i o d ,  
a l l  f u e l  p r o d u c t s  consum ed i n  A l a s k a  w o u ld  e m a n a te  f r o m  i n s t a t e  
r e f i n e r i e s  b e c a u s e  o f  s u b s i d i z e d  r o y a l t y  o i l .  I t  a l s o  a s s u m e s  
t h a t  r o y a l t y  o i l  s u p p l i e s  w i l l ,  a t  some p o i n t ,  come t o  a n  e n d .
I f  n a t i o n a l  o i l  s u p p l i e s  a r e  s h o r t  a t  t h a t  t im e  and e x i s t i n g  
s u p p l i e r s  a r e  s q u e e z e d  o u t  i n  t h e  i n t e r i m ,  r e i n s t i t u t i n g  i m p o r t s  
and t h e  a c c o m p a n y in g  d i s t r i b u t i o n  s y s t e m  may b e  n e i t h e r  e a s y  
n o r  i n e x p e n s i v e .  T h e  H ouse R e s e a r c h  A g en cy  R e p o r t  on  P e t r o le u m  
R e f i n i n g  d e t a i l s  t h e  im p o r t  d i s t r i b u t i o n  n e t w o r k  t h a t  w o u ld  b e  
e l i m i n a t e d .

1 1 .  R e d u c ed I n t e r e s t  .in / M t e r n a t i v e  E n e r g y

• A l a s k a  h a s  e x e r c i s e d  c o n s i d e r a b l e  l e a d e r s h i p  i n  -the  n a t i o n a l  
e f f o r t  t o  d e v e lo p  a l t e r n a t i v e  e n e rg y  s o u r c e s .  P r o g r a m s  a r e  
u n d e r  w ay  i n  t h e  a r e a s  o f  g e o th e rm a l  e n e r g y ,  w in d  an d  t i d a l  p o w e r ,  
c o a l  d e v e lo p m e n t ,  l a r g e  and s m a l l  s c a l e  h y d r o e l e c t r i c  p r o j e c t s ,  
f i b e r  and  b io m a s s  u t i l i z a t i o n ,  and e n e rg y  c o n s e r v a t i o n . Many 
o f  i h e s e  p ro g ra m s  a r e  S t a t e  o p e r a t e d  o r  s u p p o r t e d  ( e . g . ,  l e a s i n g  
and i n v e n t o r y  p ro g r a m s ,  l o a n s ,  g r a n t s ,  E n e r g y  C e n t e r ,  home 
e n e r g y  c o n s e r v a t i o n ,  e t c . ) .  T h e  i n c e n t i v e  f o r  t h e s e  p r o g r a m s  
a s  w e l l  a s  b u s i n e s s e s  w h ic h  h a v e  a l r e a d y  em erg ed  t o  d e v e l o p  them  
w o u ld  b e  s e v e r e l y  dampened by t h e  sudden  a v a i l a b i l i t y  o f  i n e x p e n s i v e  
h y d r o c a r b o n  f u e l ,  y e t  t h e  u l t i m a t e  need  f o r  th em  i s  i n e v i t a b l e .

SUMMARY

U l t i m a t e l y ,  t h e  P r o p o s a l  . i s  u n a c c e p t a b le  b e c a u s e ,  a s i d e  f ro m  
i t s  i m p r o c t i c n l i t y , i t  i s d i s s i m i l a r  i n  p r i n c i p l e  f ro m  o t h e r  
p ro g ra m s  e i t h e r  im p le m e n te d  o r  u n d e r  s e r i o u s  c o n s i d e r a t i o n  i n v o l v i n g  
u s in g  o r  d i s t r i b u t i n g  t h e  S t a t e ' s  w e a l t h  f o r  t h e  b e n e f i t  o f  i t s  
c i t i z e n s .

F i r s t ,  i t  r e p r e s e n t s  a m a s s iv e  d i s t r i b u t i o n  o f  t h e  S t a t e ’ s  f i n i t e  
c a p i t a l  a s s e t s  r a t h e r  th an  m e r e ly  t h e  p r o c e e d s  f ro m  t h e  i n v e s t m e n t  
o f  t h o s e  a s s e t s  ( e . g . ,  P e rm a n e n t  Fund d i v i d e n d s )  o r  s i n g u l a r  b e n e f i t s  
f ro m  t h e  s a l e  t h e r e o f  ( r o y a l t y  a u c t i o n  prem ium  d i s t r i b u t i o n ) .

S e c o n d ,  i t  c o n s t i t u t e s  a d i s t r i b u t i o n  w h ic h  i s  i n h e r e n t l y  i n e q u i t a b l e ,  
f o r  t h e  r e a s o n s  s t a t e d  a b o v e ,  h  d i s t r i b u t i o n  o f  t h i s  s i z e  m u s t  be 
f a i r  g i v e n  t h a t  th e  r e s o u r c e  i s  owned e q u a l l y  b y  a l l  A l a s k a n s .

T h i r d ,  i t  i s  n o t  s p e c i f i c a l l y  d i r e c t e d  a t  i d e n t i f i a b l e  c a p i t a l  
im p ro v e m e n ts  p r o j e c t s  o r  o t h e r  p ro g ra m s  c a l c u l a t e d  t o  a u g m e n t  
s h o r t c o m in g s  i n  t h e  S t a t e ' s  i n f r a s t r i u - . t u r e .  I n  p a r t i c u l a r ,  i t  
d o e s  n o t  r e s e m b le  S t a t e  p ro g ra m s  t o  f r o n t - e n d  t h e  d e v e lo p m e n t  o f
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new i n d u s t r i e s  ( e . g . ,  b o t t c m f i s h i n c ,  a g r i c u l t u r e )  v ? i t h  t h e  
e x p e c t a t i o n  t h a t  t h e y  e v e n t u a l l y  w i l l  become s e l f - s u f f i c i e n t  and  
p a y  t h e i r  own w a y .  R a t h e r ,  i t  o n ly  s u b s i d i z e s  f u e l  d e p e n d e n c e ,  
a n c  a b u s i n e s s  w h ic h  ow es i t s  e x i s t e n c e  to  s u c h  a s u b s i d y  h a s  
l i t t l e  c h a n c e  to  s u r v i v e  and become s e l f - s u f f i c i e n t  u n l e s s  i t  
c a n  somehow e l i m i n a t e  i t s  f u e l  d e p e n d e n c e , an  u n l i l ' . e l v  p r o s p e c t .
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x  ~ Rebuttal to Le Resche - Analysis of royalty Oil Proposal bv " A l a s k a
v *. \  ̂ » • • « / »  • <i  • t «  II *

. , Oil for Alaskans Nov"y '
\ ' ’ Reference HB  5&9

The first fev paragraphs summarize to some degree the p r o p o s a l  as 

w r it t en  in HB $89 . The fifth paragraph notes "serious d r a w b a c k s  v h i c h  

far o ut we ig h  th e benefits describ'd by the author". It als o indi ca te s 

it is "contrary to the interests of the vast majority cf A l a s k a n s . "

I di sa gr ee  that it is contrary to the interests of a vast m a j o r i t y  

of Alaskans. H o v  muc h is a majori ty - 200,000 or 30C>,00G? E v e r y  

A la sk an  that eats, drives a car, rides the ferry, flvs ir. an aircr af t,  

rides a train, rides a h u s , heats his home, uses any m a c h i n e r y  that 

operates o d  fossil fuel vil l benefit. The statement that t h e  vast 

m a j o r i t y  vill not benefit is hogvash. We are aescr im ina ti ng  a g a in st  

a v ast m a j o r i t y  of  Alask&ns at this very moment. We have l o a n  p r o g r a m s , 

h eal th  programs, velf&re progn^mp and many other programs ve are s p e n d i n g  

m ill io ns  on that  certainly do not address the needs of a vast  m a j o r i t y  
of A l a s k a n s .

One gr ou p gets a lions share of a particular program not all Al askans. 

A n o th e r group gets the lions share of another p rogram and so on.

The "Ala sk a Oil for Alaskans Nov" proposal in HB 5&9 vill g i v e  s o m e t h i n g  

to every Alas kan  vithout it costing them a single cent in F e d e r a l  i nc om e 
tax. All the o th e r pro gr am s will sooner or later have an e f f e c t  on 

a. persons Federal income tax. If you don't tale; the money o u t  of a 

persons pocket in the first place, the Feds can't t:_. you.

Page 2, first paragraph: This indicates the be nefits vill b e  in­

equitable. I have noted above some of my thoughts on this p a r a g r a p h .

They me nt io n a perso n in the Pioneers Home would not have the r e l a ti v e 

ben ef it  of a citi ze n v. o has a home and cars. I dispute that by p o i n t i n g  

out that if the cost of fuel is lover, it won't cost as mu ch  to o p e r a t e  

the h om e  and the extra funds can be used to provide bett er  l i v i n g  
c ond itions for those in the homes.

Page 2, second paragraph: I think they are all vet by s a yi ng  u d e c r e a s e

in the cost of fuel vill cause waste. Who are we to say the folks vill 

del ib er at ely  wa s te  our energy? They are not asking for mor e e n e r g y  - 

they Just want us to cut the cost so they can afford to stay w a r m  and 
eat at the same time.

LeResche says that by r ed ucing our energy costs, " A l a s k * w o u l d  c re at e 

the a pp earance of flanting its oil wealth and u nd er mi ni rg a n a t i o n a l  

effort to enco ur ag e energy conservation and maximize s tr a te gi c  h y d r o­

carbon res er ve s. " Hog wash. I mi gh t point out that b u s i n e s s  about 
strategic hydro ca rb on  reserves is a smoke screen too. Our n e w ly  
n om in at ed  C om mi ss io ne r of Resources, Mr. Katz, has Just come o ut  wit h 

the deal that we should put our oil in a hole somewhere . &  F e d e r a l  

Oil Reserve. 1 say to heck with them. They get over -OS of t he  income 

from the Pru dh oe  oil field now . If they want to put ::. a r e s e r v e  
system, let t hem use their a0£.
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Page 2, third paragraph: This indicates ve would create a false

economy vlth our proposal. He says the result sometime iln the f ut ur e 

vould cause chaos in the w e ste rn  world. He refers to thee decline 

in royalty oil productions. I personally think this is i_ncorrect 

anytime in our lifetime. 3y using some of our royalty oill now, we can 

d efray seme c f  the cost savings in developing our coal indus tr y.

This energy r es ource has barely been looked at.

He refers to t he  possi bi li ty that OPEC would reduce oil parices to 

fifteen dollars a barrel then raise them again. 7 feel c u r  pr op os al  

would not be affected by this manuever.

Page 2, para gr aph   ̂: be Resche refers to rewards for i n e ff i ci en cy .

It says that it vould p en al iz e those businesses that have- un de rt ak en  

capital expenditures to improve long range fuel ef f ic i en cy .  Tne fact 

these more efficient operatiorfe-vill & V  benefit by love:r cost fuel 

is completely over  looked by t h r ow in g  \ s at those b u s i n e s s e s  w h o  

haven't had suf ficient funds to develop mure energy e f f i c i e n t  operations^, 

m ainly because of the present excessive cost of energy.

Page 2, p aragraph 5: He refers to "a verti <9dl/ army of burreaucr&ts

in green eye shades to mon it or a u a i’. and enforce the type of c on tr ac ts 

the proposals envision." That could be true because e v e r y  p rogram 

that is in opera ti on  seems to encompass exactly the army >be refers 

to. I think that the proposal is straight forward and covjld be o p er at e d 

within the present 'V f ^ t / c ^ ’army of burea uc ra ts  with g r e e n  eye sha de s"  

without adding any more green eye shades. This fact alone.* could create 

some savings.

He worries about follow-up by the State to see that the saivings are 

properly passed on. lie envi' ions more work to do this. T! think we 

will have over 1)00,000 peopl .* doing this to make sure the prices 
are in line.

Page 2, paragraph < : This states there will be inequitabl.e availability.

It is not the intent of the proposal to prevent any r e t a i n e r  from 

having access b o  the energy. If this is not clear, I'm suire it can be 

rorrected if t he  Legisla tu re  will just get going on this p ro p os al .

Page 2, pa ragraph 7: He indicates that this proposal coul. d make the

refinery at N or t h Pole and Nikiski disappear. Hog wash. This is not 

what I hear. T h e s e  refineries could be on Jine in a short1', time p r o d u c i n g  
low cost energy .

He refers to a super refinery such as Alpetco being the beist. Again, 

i wou.lt point cut that the past efforts of the Resources d e p a r t m e n t  to 

initiate this sort of t hi n g is indicative of the type of 'nungling we 

have en countered that has delayed cheaper energy for Alask'.ans.
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Pa ra g ra ph  8: He refers to the effect or. ex isting b u si nes ses  a n c  _ses

the Usibelli Coal Mine as an example vhere a domestic market cculi be 

lost. Here again, I say hogyash. He is just grasping at stra'-'s when h e  

says they voulc consider converting to oil for t h e  ge ne ration o f  e l e c t r i c i t y .  

Th is  is Just another smoke screen.
*

P a r a gr a ph  9: This indicates a reduction in state revenues. H e  refers

t o  a significant revenue less to the state. Here again a sm o ke  screen 

arises. Just vho is the state? A bunch of b ureaucrats or the  pecple?
Th er e vill be absolutely no loss to the state b ecause the st a te  is the 

p eo p le  and they will receive the benefits of their revenue in a acre 

d ir ec t manner w ithout h av i ng  to vait for burea uc rat s to pass o n  seme 

l ittle bit of the states revenue at the burea uc ra ts  c o nv en i en c e.  He 

r ef e rs  to losses of $3 ,866,000 per day. Again, I say there is no loss 

b e ca u se  the p eople vi.\l nave a direct benefit.

P a r a g r a p h  10: This refers to elimination of import d i s t r i b u t i o n  systems.

I don't see h o w  ve vill eliniVste any of the di st ribution s y st em . The 

only difference I see is the use of the same di st ribution s y s t e m  filled 

w i t h  lover cost energy ra ther than the present hi gher cost ener gy.

P a r a g ra p h 11: This indicates a reduced interest in a l t e r n a t i v e  energy.

He states the "sudden a va ila bil it y of inexpensive hy dr oc ar bo n fuel" 

v o u l d  eliminate the interest to continue the efforts to create r e n e w a b l e  

energy. I don't think, this is so hc-cause inexpensive h y d r o c a r b o n  fuel 

v o u l d  provide lover costs in obtaining these renewable r e s o u r c e s  at an 

ea rl ie r date.

T he  summary states "the proposal is unacceptable"; "it is d i s s i m i l a r  in 

p ri nc ip al  from other programs"; "under serious consideration". N o v  I 

hav e taken these statements out of context but they are the c o r e  of Hr.

Le Resche's objections to HB 589 and "Alaska Oil for Alaskans N o v "  

proposals. It seems to me that if the bu reaucrats didn't think o f  it, 
then  it must be no good.

To sum up myself, I vill be the first to admit that proposal m a y  have 

some rough edges, but vhen twenty thousand voices speak out, it is time 

the b ure ar cr ac y should listen.

I c on gr atulate those v ho have spent a lot of their time and s u s t in a nc e 

to b r in g  this proposal to the forefront. We must not be d i s c o u r a g e d  by 

the apparent lack of concern of those of the bureaucracy. S o o n e r  cr 

la t er  they vill have to listen. The roar of the voice of the p e o p l e  

v i l l  drown out the bureau cr at s voices of opposition.
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must ooserw  s u re a  w u t  iuu> year in uraer to  oe aam itiea to  me 
Senate floor.

Meanwhile Linda Wild, aide to House Rules Chairman, Jack 
Fuller, D-Nome, said that chamber will require only that reportens 
supply their names and organizations before being admitted to the 
floor. On the Senate side, photographers wQl not be required to 
dress “decently" Faiks said, because they must work with heavy 
equipment. . h

The dress code will require men to wear shirts with collars, 
ties and slacks. Women must wear dresses, or blouses or sweaters 
with skirts. Slacks also will be allowed. “T-shirts, denims or blue 
jeans are not acceptable,” Faiks said.

Reporters and photographers will be required to get special 
identification cards in order to be admitU ' to the Senate floor, 
Faiks said. The cards will cost reporters $5, and newspeople also 
must have LD. pictures taken at the Department of Motor Vehicles.

Joe La Rocca, a press corps veteran who supplies news and 
commentary to several newspapers and broadcast organizations, 
said, “I object to that.” e. L  ~

“So noted,” replied Faiks.
La Rnpcn ■mid he ohiected to the $5 fee a swcll as the sped ally 

issued identification cards as repoHeRrtnn»-edfl$TontuoTpI 
le.av

M  oss IS i l l  R e s u r r e c t s  P l a n
To R edu ce  O il  Costs,

A plaJTtU set- aside a puitlU h 61 state royalty oil for free distri­
bution to Alaska refiners has been resurrected by an Interior legis­
lator.

Newly elected Sen. Pappy Moss, D-Deita Junction, has reflicd 
a bill (SB 46) to create a program that could lead to substantially 
cheaper oil products for Alaskans. However, similar proposals 
introduced last year by Moss (a member of the House then) and 
Sen. Don Bennett, R-Fairbanks, received only one hearing and died 
when the legislature adjourned.

The plan, authored and pushed last year by the Fairbanks- 
based group “Alaska Oil for Alaskans Now,” could save Alaskans 
66 cents a gallon o ff  the current price o f  petroleum products sold 
in the state, according to proponents.

Under the plan, part o f  the state’s royalty oil would be distri­
buted free to in-slate refineries. They would then process the oil 
into heating oil and for auto, boat and aviation fuel. Tne fuel 
products would then be sold to Alaskans at the cost o f  refining it, 
leading to substantial savings over current prices, the backere of the 
plan said.

S tu teO f f ic e s  to C hang e  H o u r s
Gov. Bill Sheffield has ordered the state work day shilled one 

hour later in Southeast Alaska in an effort to make the capital more 
accessible to the red o f the state.

Sheffield's order took effect Jan. 10, when normal work hours 
in the Southeast became 9 a.m. to 5:30 p.m. Pacific time — 7 a.m. to 
3:30 p.m. Alaska time — a change from an 8 a.m. to 4 pjn. work 
day.

Sheffield also ordered state telephone switchboards to be 
opened from 8 a.m. to 5:30 p.m. PST (6 n.m. to 3:30 p.m. AST).

This change is more convenient for the railbclt and western

.  c c i i x i c v v  rv iv -ii n a i t v i u y  ■
manent Fund Dividend program with an “energy Dividend Fund" 
to help pay the capital costs o f power projects and reduce monthly 
electric bills.

Halford has drafted a bill that would establish the fund and 
provide a means for forming electric service areas to tap it. The 
measure also would spell out how capital cost-savings resulting 
from the funding must be passed along to the consumer. The fund, 
half of Permanent Fund earnings, would this year contain about 
$150 million with substantial increases In future years as the Perma­
nent Fund fattens from oil revenues.

The energy fund would pay only a part o f  a given project’s 
capital cost, with the rererioer coming from revenue bonds, Hal­
ford explained, adding that tha fund’s "stable revenue stream” 
would make it easier to issue bond s.

In a related development Gov. Bill Sheffield is examining 
the possibility o f  using permanent fond earnings to help finance 
the $5.1 billion Susitna Hydroelvtric Project and it was said by the 
governor’s press secretary, Pete Spivey, the governor wants more 
study on the idea.

F r e e m a n  Sued  by  C am p a ig n  C h ie f
Former State Rep. Oral Freeman of Ketchikan is being sued 

by the man who managed his brief and unsuccessful bid for the 
Democratic nomination for governor.

In a suit filed in Anchorage Superior Court, Bill Weimar alleges 
that Freeman owes him more than $3000 in salary and expenses.

According to court papers, Freeman hired Weimar last Decem­
ber to run the campaign. Freeman said he offered Weimar $2000 a 
month as long as his campaign funds lasted. But the financially 
strapped campaign collapsed June 1st because there wasn’t enough 
money to continue.

Weimar’s attorneys contend he should have been paid $14,000! 
but he got little more than half of that and he is also asking reim­
bursement for $16,8000 in expenses.

J u d g e  R e je c te d  by V o te rs  
A ccep ts  L e g is la t iv e  P o s t

An Anchorage district court judge who was turned out ol 
office by the voters in November has been hired as staff counsel 
for the House Judiciary Committee.

Joseph Brewer was one of two judges deemed not qualified 
by the Alaska Judiciary Council, which recommended he not be 
retained on the bench.

The Judiciary Committee controls the budget for the council, 
and acting director Bua^y Troxell said he is concerned that Brewer 
might take advantage o f his position to retaliate against the council. 
In an advertising campaign to retain his seat, Brewer questioned 
whether council expenditures to inform the public of judges ratings 
was another boondoggle.

Brewer said he had no ax to grind, that he was tired o f contro­
versy and he was going to be a work horse on laws people want.

Brewer had been a judge for 17 years.

H a m m o n d  A id e  C o n s id e r s
Alaska to do business with Juneau and vice versa, Sheffield told 
Commonwealth North in Anchorage. Because Southeast is two 
time zones away from Anchorage and Fairbanks, when state 
employees in Juneau leave work at 4:30 p.m., it is only 2:30 for 
most Alaskans. He said he knew this was a sacrifice for state em­
ployees in Southeast Alaska hut they sincerely want to heal the 
wounds of the capital-inove fight and they want to do their part to 
make the capital more accessible.

Access to slate government, which is headquartered in Juneau, 
was the focus o f the debate this fall over whether the capital should 
be moved at a cost o f $2.8 million to Willow, 80 miles north of 
Anchorage. The change of work hours is just one of several moves 
the Sheffield administration is studying.

Other plans include expanded use of telephone conference 
jails — known as teleconferencing — and setting up a toll-free tele­
phone number information service, said Lisa Rudd, commissioner 
o f administration. There also has been some discussion o f changing 
time zones, she said.

~ - i m i.r i i  w »M dn

T a k in g  M u rk o w s k i  P o s t
Jerry Reinwand, former Gov. Jay Hammond’s top aide, migh 

go to work for the state’s junior senotor, Frank Murkowskl, to avok 
the unemployment line. .1

Reinwand said he talked to Sen. Murkowskl about a job id 
the nation’s capital. Sen. Murkowski said he had talked with Reid 
wand about it but unfortunately, like so many Alaskans, ReinwanJ 
wants to establish his future in Alaska.

Murkowski said he is looking for someone to manage his Wash 
ington officeii He added he and Rein wand had not reached an! 
agreement and didn’t thin!, they would. Reinwand, who shuns thl 
public limelight, said he is continuing discussions with Murkowskl 
and with other people.
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R E L A T I N G  T O  T H E  D I S P O S A L  O F  S T A T E  I N  K I N D  R O Y A L T Y  O I L  A N D  G A S .

S B  4 6  M O S S

A l l o w s  D N R  to g i v e  r o y a l t y  o i l  a n d  ^ a s  t a k e n  in k i n d  b y  t h e  s t a t e  

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

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

"a r e a s o n a b l e  p r o f i t "  c a n  b e  c h a r g e d  t h a  c o n s u m e r .  D N R  is to a d o p t  
r e g u l a t i o n s  f o r  t h e  i m p l e m e n t a t i o n  of t h i s  a c t .

( B a s i c a l l y  t h e  s a m e  as t h e  A l a s k a n s  f o r  A l a s k a  O i l  N o w  p r o p o s a l . )
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P E T IT IO N  FOR THE PROMULGATION AND 
ENACTMENT OF REGULATIONS CONCERNING 

THE USE , R E F IN IN G , PROCESSING AND 
D IS TR IB U T IO N  OF "RO YALTY" O IL  AND 

GAS AND T H E IR  PRODUCTS WHICH ARE U L­
TIM ATELY USED AND CONSUMED W ITHIN 

THE STATE OF ALASKA

TO THE HON. JA Y  HAMMOND, GOVERNOR OF THE STA TE OK ALASKA:

THE UNDERSIGNED RESID EN T C IT IZ E N S  OF THE STATE OF ALASKA,

In  o r d e r  to  p r o v id e  th e  C i t i z e n s  o f  A l a s k a  w i t h  l e s s  e x p e n s iv e  

f u e l ,  a u to m o b i le  and a v i a t i o n  g a s o l i n e ,  d i e s e l  and j e t  f u e l ,  f e r ­

t i l i z e r  and o t h e r  p e t ro le u m  p r o d u c t s ,  and t h e r e b y  make the c o s t  

o f  l i v i n g  and t r a n s p o r t a t i o n  in  A la s k a  more r e a s o n a b l e ,  and 

In  o r d e r  to  en co u rag e  th e  b u i l d i n g  o f  o i l  r e f i n e r i e s ,  

p ro p a n e  and b u ta n e  l i q u i f i c a t i o n  p l a n t s ,  p e t r o c h e m ic a l  and f e r t i l ­

i z e r  p l a n t s  w i t h i n  A l a s k a ,  and to  p r o v id e  em ploym ent f o r  A la s k a n s  

i n  s a i d  p l a n t s  and i n  th e  d i s t r i b u t i o n  o f  th e  p r o d u c t s  so p ro d u ced  

and r e f i n e d ,  and

In  o r d e r  to  p r o v id e  th e  c i t i z e n s  o f  A l a s k a  w i t h  an a d e q u a te  

s u p p ly  o f  i. . i . o r a l  g a s ,  h e a t in g  o i l ,  p ro p a n e ,  b u t a n e ,  a u to m o b i le  and 

a v i a t i o n  g a s o l i n e ,  d i e s e l  and j e t  f u e l ,  f e r t i l i z e r  and o t h e r  p e t r o ­

c h e m ic a l  p r o d u c t s  a t  r e a s o n a b le  p r i c e s  w h e re  s a i d  p ro d u c t s  a r e  s o ld  

and consumed w i t h i n  A la s k a ,

P e t i t i o n  and demand t h a t  you p ro m u lg a te  and e n a c t  th e  f o l ­

lo w in g  r u l e s  and r e g u l a t i o n s  f o r  th e  d i s p o s i t i o n  .nd u se  or th e  

" R o y a l t y "  gas  and o i l  w h ic h  b e lo n g s  to  th e  S t a t e  o f  A la s k a  u n d e r  any  

l e . s e ,  ag reem en t o r  la w ,  as  and when i t  i s  p ro d u c e d  and a v a i l a b l e ,  

from  o i l  and gas p ro d u ced  in  A la s k a  o r  i t ' s  t e r r i t o r i a l  w a t e r s  or 

n a v i g a b l e  s t r e a m s :

PROPOSED RULES AND REGULATIONS

1 .  The f i r s t  and p r i o r  r i g h t  to  u s e  th e  o i l  a n d /o r  gas 
p ro d u c e d  and b e lo n g in g  to  th e  S t a t e  o f  A la s k a  known 
a s  " R o y a l t y "  o i l  o r  g as  u n d e r  any l e a s e ,  a g re e m e n t , 
r u l e ,  r e g u l a t i o n  o r  la w  from  any l a n d ,  o r  t e r r i t o r ­
i a l  w a t e r s ,  o r  n a v ig a b le  s t re a m s  o f  s a i d  S t a t e ,  s h a l l  
be to  u se  s a i d  o i l ,  g a s ,  o r  ' t h e i r  p r o d u c t s ,  f o r  i n ­
s t a t e  u se  a s  d e f in e d  in  t h e s e  r u l e s  and r e g u l a t i o n s .

c l e m  h . s t e p h e k s d n

A T T O R N C Y  A T  L A W
2 1 0  N O R T H W A R D  B L D □, 

fAIRDANKB, ALA6«LA 99701

f
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2 . Th e  S t a t e  o f  A la s k a  s h a l l  a g re e  to  c o n t r a c t  to  
f u r n i s h  a s  and when p ro d u c e d  and a v a i l a b l e  f r e e  
" R o y a l t y "  c ru d e  o i l  o r  n a t u r a l  gas to  a n y :

( a ) o i l  r e f i n e r ,

(b ) n a t u r a l  gas p r o c e s s o r ,
1

( c ) n a t u r a l  gas d i s t r i b u t o r , a n d / o r

(d ) any  p e t r o c h e m ic a l  company u s in g  
p e t r o l i u m  o r  n a t u r a l  g as  a s  a raw  
m a t e r i a l  f o r  th e  p r o d u c t io n  o f  
p e t r o c h e m ic a l  p r o d u c t s

w hose  r e f i n e r y ,  p r o c e s s in g  p l a n t s  and e q u ip m e n t ,  
d i s t r i b u t i o n  equ ipm ent a n d /o r  p e t r o c h e m ic a l  p l a n t s  
and f a c i l i t i e s  n e c e s s a r y  f o r  th e  p r o c e s s i n g ,  r e ­
f i n i n g ,  m a n u fa c tu r e  and d i s t r i b u t i o n  o f  s a id  p r o ­
d u c t s  to  th e  u l t i m a t e  u s e r  in  A l a s k a  a re  p h y s i c a l l y  
l o c a t e d  in  A l a s k a .  S a id  r e f i n e d ,  p r o c e s s e d  and 
d i s t r i b u t e d  p r o d u c t s  a re  d e f in e d  a s  any s a id  p e t ­
ro le u m  p ro d u c t  w h ic h  i s

( a )  p ro d u c e d ,  r e f i n e d ,  p ro c e s s e d  and 
i s  u l t i m a t e l y  used  and consumed 
w i t h i n  th e  S t a t e  o f  A la s k a  o r

(b )  w i t h i n  i t ' s  a i r  s p a c e ,  o r

( c )  t e r r i t o r i a l  w a t e r s ,  o r

(d )  a d j a c e n t  F e d e r a l l y  d e s ig n a t e d  F i s h i n g  
W a te rs  when u sed  in  A la s k a n  owned, r e g ­
i s t e r e d  and p o r t e d  v e s s e l s  manned by A l a s ­
kan  r e s i d e n t s ,

( e )  upon i t ' s  s t re a m s  and l a k e s .

" R o y a l t y "  o i l  o r  g a s ,  as  u sed  h e r e i n ,  means o i l  
a n d / o r  g as  s a i d  S t a t e  r e c e i v e s  a s  " R o y a l t y "  fro m  o i l  
o r  g as  p r o d u c t io n  a s  and when p ro d u ced  and a v a i l a b l e ,  
s u f f i c i e n t  to  p ro d u ce  o r  f u r n i s h  su c h  r e f i n e d  o r  
p r o c e s s e d  p r o d u c t s  to  th e  u l t i m a t e  c u s to m e r  u s e r s  in  
s a i d  S t a t e ,  p r o v id e d  s a i d  s a v in g  r e s u l t i n g  from  use 
o f  s a i d  f r e e  " R o y a l t y "  o i l  o r  g as  i s  p a s se d  d i r e c t l y  
on to  th e  s a id  u l t i m a t e  u s e r  and co n su m er by a p r i c e  
r e d u c t i o n  o f  s a i d  p ro d u c t  c o m p a ra b le  w i t h  th e  s a v in g s  
r e a l i z e d  by r e c e i v i n g  su ch  f r e e  " R o y a l t v " o i l  o r  g a s .

3 . S a id  ag ree m e n t and c o n t r a c t  w i t h  e a c h  s a id  r e f i n e r ,  
p r o c e s s o r  and d i s t r i b u t o r  s h a l l  p r o v id e :

( a )  t h a t  s a i d  r e c i p i e n t  o f  s a id  " R o y a l t y "  
c ru d e  o i l  o r  gas s h a l l  keep  a d e q u a te  
and a c c u r a t e  r e c o r d s  f o r  a l l  o f  th e  
s a i d  " R o y a l t y "  o i l  and gas t h a t  i s  r e ­
c e iv e d  by s a id  r e c i p i e n t  and th e  amount 
and p ro d u c t  t h a t  i s  r e f i n e d ,  p r o c e s s e d ,  
p ro d u ced  and s o ld  from  th e  sam e;

(b )  s h a l l  show th e  amount c h a rg e d  f o r  and 
q u a n t i t y  s o ld  and to  whom s o ld  and 
d i s t r i b u t e d ;

C L C M  H. S T E P H E N S O N  
ATT  U R N  CY A T  L A W

2 1 0  n o r t h w a r d  b l d o .
F A I R B A N K S .  A L a C I L A  9  9 7 0 1
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( c )  s h a l l  r e q u i r e  e a ch  r e c i p i e n t  to f i l e  
m o n th ly  r e p o r t s ,  s ig n e d  and sworn to  
b y  th e  p e r s o n  p r o c e s s in g  th e  same and 
th e  h ig h e s t  o f f i c i a l  o f  s a id  r e f i n e r y ,  
p la n t  o r  r e t a i l e r ,  to  th e  e f f e c t  t h a t  
a l l  th e  r e q u i r e m e n t s  o f  s a id  c o n t r a c t  
a r e  b e in g  met and c o m p lie d  w i t h  by su ch  
r e f i n e r ,  d i s t r i b u t o r  a n d /o r  r e t a i l e r ;

(d )  p r o v i d i n g  t h a t  upon f a i l u r e  c f  any  su ch  
p r o c e s s o r ,  r e f i n e r ,  d i s t r i b u t o r  o r  r e ­
t a i l e r  to  co m p ly  w i t h  th e  m a t e r i a l  
te rm s  o f  s u c h  c o n t r a c t  t h a t  th e  S t a t e  
can  c a n c e l  s u c h  c o n t r a c t  and c u t  o f f  
f r e e  " R o y a l t y "  o i l  o r  gas to  su ch  r e ­
f i n e r ,  p r o c e s s o r ,  d i s t r i b u t o r  o r  r e t a i l e r ;

( f )  p r o v i d i n g  t h a t  any su ch  r e f i n e r ,  p r o c e s ­
s o r ,  d i s t r i b u t o r  o r  r e t a i l e r - who f a i l s  to  
p a s s  on to  th e  u l t i m a t e  consum er and u s e r  
o f  s a id  p ro d u c t  th e  s a v in g  r e a l i z e d  by 
th e  use  o f  s a i d  f r e e  " R o y a l t y "  o i l  o r  
g as  o r  s e l l s  s a i d  p r o d u c t s  r e f i n e d  and 
p ro d u ced  fro m  su ch  " R o y a l t y "  o i l  o r  gas 
f o r  c o n su m p t io n  o u t s i d e  th e  S t a t e  o f  
A la s k a  a s  d e f in e d  h e r e i n ,  s h a l l  be l i a ­
b l e  f o r  t r e b l e  damages in  any  s u i t  b ro u g h t  
f o r  the  r e c o v e r y  o f  im p ro p e r  p r o f i t ,  and 
t h a t  th e  o f f i c i a l s  s ig n in g  and s w e a r in g  
to  f a l s e  r e p o r t s  c o n c e r n in g  th e  u s e  o f  
su ch  p r o d u c t s  s h a l l  be c r i m i n a l l y  l i a b l e  
f o r  such  p e r j u r y  and p r o v id i n g  f u r t h e r  
t h a t  no p e r s o n ,  f i r m  o r  c o r p o r a t io n  who 
h a s  v i o l a t e d  th e  te rm s  o f  su ch  ag ree m e n t  
s h a l l  be p e r m i t t e d  t h e r e a f t e r  to  r e f i n e ,  
p r o c e s s ,  d i s t r i b u t e  o r  s e l l  any su ch  
" R o y a l t y "  o i l  o r  g as  p ro d u c t  in  A la s k a  
t h e r e a f t e r .

DATED on t h i s  th e  1 3 t ’n day  o f  M ay, 1981

C L E M  H.  S T E P H E N S O N  
ATT O R N C Y  a t  L a w AGO 787097
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MEMORANDUM State of Alaska

TELEPHONE NO

FROM:
S h aro n  L .  B a r to n  J y /
S p e c i a l  A s s i s t a n t
D ep artm ent o f  N a t u r a l  R e s o u rc e s

SUBJECT:
SB 297 and SB 298 
R e q u e ste d  

In f o r m a t io n

The f o l lo w in g  i s  a summary o f  th e  AAAC lo a n s  made to  d a t e :

D e l t a  I  -  22 t r a c t s  w i t h  21 lo a n s  made to  d a t e ,  5 - y e a r  
m o ra to r iu m  on p a y m e n ts ,  4 0 - y e a r  c o n t r a c t ,  6% i n t e r e s t  on lo a n s  
from  th e  o r i g i n a l  a p p r o p r i a t io n  and 8% on th e  1983 
s u p p le m e n ta l ,  f i r s t  paym ents  due in  J u l y  1 9 8 4 .

D e l t a  I I  -  15 t r a c t s  w i t h  15 lo a n s  to  d a t e ,  4 - y e a r  m o ra to r iu m  on 
p aym en ts , 4 0 - y e a r  c o n t r a c t ,  8% i n t e r e s t ,  c . i r s t  paym ents due i n

P t .  M acK en z ie  -  31 t r a c t s  w i t h  30 lo a n s  made to  d a t e ,  4 - y e a r  
m o ra to r iu m  on p a y m e n ts ,  4 0 - y e a r  c o n t r a c t ,  8% i n t e r e s t ,  f i r s t  
paym ents due in  1986 .

D u r in g  1984 a t o t a l  o f  $ 2 5 , 0 0 0  i s  s c h e d u le d  f o r  re p a y m e n t .  DNR 
does n o t  have  a b reakdow n o f  paym ent s c h e d u le s  beyond 1984 .
T h a t  in f o r m a t io n  i s  a v a i l a b l e  th ro u g h  th e  A A A C .

F i n a n c i a l  summary o f  A A A C  l o a n s :

1986

Funds encumbered Lraw n  to  d a te

T o t a l  C l e a r i n g  Funds $ 1 6 , 0 4 8 , 1 5 4 . 0 0 $ 1 1 , 8 3 7 , 9 8 0 . 0 0

D e l t a  I  O r i g i n a l  
Loan 8 , 9 6 4 , 1 7 0 . 0 0 8 , 5 4 7 , 7 1 6 . 0 0

D e l t a  I  S u p p le m e n ta l 3 7 0 , 1 6 8 . 0 0 6 8 , 6 0 9 . 0 0

D e l t a  I I 4 , 1 2 5 , 6 0 0 . 0 0 2 , 2 4 1 , 2 0 7 . 0 0

P t .  M acKenz ie 2 , 9 5 8 , 3 8 4 . 0 0 1 , 0 4 9 , 0 5 4 . 0 0

I f  you have  f u r t h e r  q u e s t i o n s ,  p le a s e  l e t  me know

02-001A (Rev. 10/79)
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SB 47 NOTES______________________________________________________ April 16, 1984

What is  the o r ig in a l schedule fo r repayment on the land c le a rin g ?

The f i r s t  land c le a rin g  reimbursements are due to  the s ta te  on May 
3 1 st , 1984. These payments would be frcm  the 22 D e lta  I  fa rm ers, who 
entered th e ir  co n tracer w ith  the s ta te  in  1978. There a re  15 D e lta  I I  
farm ers and 31 P t . McKenzie farm ers th a t entered th e ir  co n tracts  in  
1982, whose f i r s t  payments w i l l  not be due u n t il 1986.

There is  40 year payback period  from the date the co n tracts  were 
signed . The th ree  year moratorium does not extend th a t 40 year p erio d . 
The e n tire  amount w i l l  s t i l l  have to  be p a ic  back by the end o f fo rty  
yea rs frcm  the sig n in g  o f the co n tra c t. In  e f fe c t ,  the moratorium mares 
the land c le a rin g  reimbursement due over a 37 year payback period  by 
pushing back the s ta rt in g  date fo r repayment. The y e a rly  payments w i l l  
be s lig h t ly  in creased , w h ile  the amount o f in te re s t  paid w i l l  be 
s lig h t ly  reduced.

I s  40 years an e x c e ss iv e ly  long loan period?

No. In  the low er 48 , most a g r ic u ltu ra l land loans have a term o f 
30 y e a rs . On D e lta  I  and I I ,  the buyers were g iven an 20 year term on 
th e ir  land payments. To balance th e ir  payments to equal the 30 year 
n a tio n a l average, the A g ric u ltu ra l A ctio n  C ouncil decided on a 40 year 
term fo r th e ir  land c le a rin g  payments.

Hew w i l l  a three nore noratorium  help?

Three more years w i l l  g ive  the farm ers more time to get th e ir  land 
in to  good co n d itio n , and to get th e ir  farms in to  production . Thete have 
been unanticipated  problems in  g e ttin g  the land c lea red . Among them is  
the d if f ic u lt y  in  o b ta in ing  burning perm its to remove the berms o f logs 
and o rgan ic n u tte r th a t ate p ile d  up in  the c le a rin g  p ro cess. T h is  
problem is  now being worked out. More e f fe c t iv e  co n tro ls  and now 
burning processes a re  being developed which w i l l  a llo w  nore e f f ic ie n t  
burning in  the sunnier season, ra th e r than in  w in ter as is  now req u ired .

Another problem where improvement can be foreseen in  the next few 
years i s  the area o f m arketing . L a s t year the estab lishm ent o f the 
G ra in  Reserve Loan Program created  a back-up m arket fo r g ra in  producers. 
The s ta te ,  through th a t program, can accept g ra in  as c o lla te ra l fo r a 
loan fo r $100 per ton o f g ra in . I f  the farm er lias not been ab le to fin d  
a b e tte r p ric e  than th a t w ith in  thr»e yea rs , the s ta te  becomes the owner 
o f the g ra in , and the fanner lias in  e f fe c t  so ld  h is  g ra in  to  the s ta te .

Meanwhile, the in cre ase  in  hog farms and d a iry  farm ing w ith in  the



s ta te  i s  crea tin g  an increased  in - s ta te  m arket. W ithin th ree years the 
in - s ta te  demand fo r g ra in  w i l l  have increased  to  r e f l e c t ,  fo r  example, 
the fa c t  th a t where th ere  i s  one d a iry  farm  a t P t . McKenzie in  
production today, by 1985 i t  i s  estim ated th a t there w i l l  be 19 in  
production .

Meanwhile, the fo re ig n  m arket i s  a lso  a v a ila b le  fo r A laskan g ra in  
m arketing as soon as a m arketing system i s  in  p la ce . The le g is la tu re  
has p re v io u sly  provided fo r  a g ra in  tra n s fe r  f a c i l i t y  a t  North Pole and 
a g ra in  term inal a t  Seward. W hile these p ro je c ts  are c u rre n tly  on h o ld , 
thetfc com pletion seems to be ju s t  a m atter o f tim e.

Hew does SB 47 f i t  in to  the o r ig in a l p lan fo r  the Ag p ro je c ts?

The in te n t o f the o r ig in a l le g is la t io n  funding the A laska 
A g ric u ltu ra l A ction  C o uncil was fo r  the purpose o f adm in istering  the 
a g r ic u ltu ra l p ro je c ts  in  the b est p o ss ib le  way to  develop an 
a g r ic u ltu ra l in d u stry  in  A laska  w h ile  a t the same time p ro tectin g  the 
s t a te 's  investm ent. An extension  o f th ree years before land c le a rin g  
payments become due does not d ev ia te  frcm  the in te n t o f th a t 
le g is la t io n .

T h is  le g is la t io n  i s  designed to  a s s is t  the working farm ers who are 
a c tu a lly  producing crops on th e ii* lan d . A high le v e l o f production is  
requ ired  fo r the farm er to be e lig ib le  fo r th is  moratorium. Senate B i l l  
47 w i l l  provide no a ss is ta n ce  to  farm ers who a rc  not working th e ir  land, 
and by doing so , im proving both t h e ir , and the s t a t e ' s ,  investm ent in  
A la sk a 's  developing a g ric u ltu re  in d u stry .



CHANGES MADE IN THE HOUSE TO SB 47

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *  V * * * * * * * * * * * * * * * * * * * * * * * i V * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * x * * * * * * * * * * * *

I
,  I

(HOUSE) HCS CSSSSB 47(Res) (SENATE) CSSSSB 47 (Fin)am 
5-10-84 Passed 19-01-00

SECTION 1 Page 1, Line 13
moratorium up to three years on reimbursement payments 
by applying to the

Page 1, Line 23
remain in compliance with the development plan during 
the moratorium.

Page 1, Lines 24-27
(d) Payments of interest cn a contract for reimbursement 
to the state of the cost of clearing, draining, and breaking 
of land are subject to a moratorium under (a) of this section 
but interest continues to accrue during the moratorium.

moratorium up to three years on the payment of 
principal on the reimbursement

continue to remain in compliance with the 
development plan during the moratorium granted 
under this subsection.

Not in Senate Version.
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Ed ito r's  note . — Section 2, ch. 75, SLA serving a term ending June 30, 19S3, and
1979, term inating Ju ly  1, 1984, provides: one member serving a term ending June
"Notwithstanding the terms o f office 30. 1984.”
specified for members o f the A laska Section 4 o f ch. 75 provides that this
Agricultural Action Council in AS article terminates Ju ly  i , 1984. 
44.33.450(c), enacted in sec. I o f this Act, Leg is la tive  h is to ry  rep o rt. — For
the terms o f the first appointees sha ll be adoption o f the Free Conference
one member serving a term ending June Committee letter o f intent on Senate B ill
30, 1980, one member serving a term No. 14 ich. 75. SLA 1979), see 1979 Senate
ending June 3C. 'HI, one member serving Jou rna l, p. 113S; 1979 House Jou rna l, p.
a term ending u tine 30, 1982. one member 1373.

Sec. 44.33.455. C om pensation  o f m embers, la) Members of the 
council who are not state officers or employees are entitled to per diem 
and travel expenses provided for boards and commissions under AS 
39.20.

(b) State officers or employees appointed as members of the council 
serve without compensation but are entitled to receive per diem and 
travel expenses from council funds. (§ 1 ch 75 SLA 1979)

E d ito r ’s note . — Section 4 o f ch. 75 
provides that this article terminates Ju ly  
1, 1984.

Sec. 44.33.4(30. M eetings. The council shall schedule regular 
meetings during li.e year, and may hold special meetings upon the call 
of the chairman or four members of the council. (§ 1 ch 75 SLA 1979)

E d ito r ’s no*e. — Section 4 o f ch. 75 i , 
provides that this article terminates Ju ly  
1, 1984.

§ 44.33.455 S t a t e  G o v e r n m e n t  S 44.33.470

9.

Sec. 44.33.4(35. Q uorum . Three mcmfcjrs of the council constitute 
a quorum. An affirmative vote of a t least three members is necessary 
to approve any action of the council. (§ 1 ch 75 SLA 1979)

E d ito r ’s note. — Section 4 o f ch. 75 
provides that this article term inates Ju ly  
1, 1984.

See. 44.33.470. Pow ers and  du tie s  of the council, (a) The council 
has the power to

(1) adopt and amend bylaws for the management and regulation of 
its affairs; and

(2) maintain an office a t any place or places in the state.
(b) The council has the duty to
(1) hold public hearings in areas of the state considered for 

agricultural development;
(2) evaluate the need for farm conservation plans for land under 

^  agricultural production in the state;
105
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i3) serve as coordinator for gathering information and data relating 
to agriculture;

(4) recommend appropriate activities for the promotion of 
agriculture in the state;

(5) provide technical information and make recommendations to the 
commissioner of natu ral resources regarding the classification of state 
land having: a potential for agricultural use;

(6) act as adm inistrator of the Delta agricultural development 
project and any other agricultural development project authorized 
under AS 44.33.475;

(7) contract for the clearing, draining and breaking of agricultural 
land located in the Delta agricultural development project;

(8) contract with the owners of land prepared for agricultural use 
under (7) cf this subsection for reimbursement to the state of the cost 
of the clearing, draining and breaking of the land;

(9) contract for the construction of access roads in the Delta 
agricultural development project;

(10) conduct studies and carry out experimental and pilot projects to 
develop markets for agricultural products produced in the state; and

(11) recommend legislation to the governor to improve agricultural 
development in the state. ($ 1 cli 75 SLA 1979)

E d ito r ’ s note. —  Section 4 o f ch. 75 
provides that this article term inates Ju lv  
1. 19S4.

See. 44.33.475. A g ricu ltu ra l developm en t projects, (a) Before 
January  15 of each year the council shall report to the governor and the 
legislature concerning the activities of the council during the current 
fiscal year. The report shall contain recommendations for the 
development of agriculture in the state during the next fiscal year.

(b) An agricultural development project recommended under (a) of 
this section may not be implemented unless authorized by law. The 
report required by (a) of this section shall include recommended 
legislation which

(1) sets out the type of agricultural development to be accomplished 
and, if state land is to be developed for agricultural production, 
describes the boundaries of the land to be developed;

(2) defines specific tasks to be performed by appropriate state 
age’.cies to the extent the tasks are identifiable at that time; and

,3) grants to the council sufficient authority to insure cooperation of 
all state agencies involved in the implementation of the agricultural 
development project. (§ 1 ch 75 ^LA 1979)

Ed ito r's  note. —  Section 4 o f ch. 75 
provides that this article term inates Ju lv  
1. 1984.
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SENATE SPECIAL COMMITTEE ON AGRICULTURE

M E M 0 R A N D U M A p r il 12, 1984

TO: Senator Bettye Fahrenkamp, C h a ir
Senate Resources Ccirm ittee

FROM: Senator H. Pappy Moss, C h a ir
Senate S p e cia l Committee on A g ricu ltu re

RE: Sponsor Su b stitu te  fo r Senate B i l l  47

Sponsor Su b stitu te  fo r Senate B i l l  i s  o ffe red  to a s s i s t  those farm ers 
who have a c tu a lly  gotten th e ir  farms ir .to  production to preserve th e ir , 
and the s t a ie ' s ,  investm ent in  tim e , mcney, and energy in  A la sk a 's  
developing a g r ic u ltu ra l in d u stry .

SSSB 47 provides fo r a th ree year moratorium on payments o f p rin c ip a l 
and in te re s t  to  the s ta te  on the co st c f  c le a rin g  a c t iv it ie s  as 
contracted  by the A laska A g ric u ltu ra l Ac cion C ouncil,. The land owners 
must have entered co n tracts before January 1 s t ,  1984.

In  order to q u a lify  fo r the moratorium, the land owner must have a t 
le a s t  1,000 a c re s , o r 50 percent o f the land owner1s t i l la b le  acreage, 
w hichever is  le s s ,  in  production a t the time o f a p p lic a tio n .

The o r ig in a l schedule o f payment on lar.d  c le a rin g  was based on the 
premise th a t there would be an adequate m arket fo r  the b a rley  produced 
on the p ro je c ts  by 1984, when the f i r s t  payments became due. T h is  
p re d ictio n  was based on a plan which assumed la rg e -sca le  export 
production o f the g ra in . However, in  the absence o f the m arketing, 
tra n s fe r and export f a c i l i t ie s  th a t had been promised by the s ta te , 
p ro je c t farm ers have not teen ab le to  move in to  la rg e  -scale crop 
production, mid are now nob le to make th e ir  payments. I t  has since 
loeen seen th a t there is  not adequate in - s ta te  demand fo r the b arley  to 
support the p lan tin g  o f the amount o f aorcage th a t i s  necessary fo r 
economical farm operation .



D elta  I  was a te s t  p ro je c t ,  and as a learn in g  exp erience , i t  has shown 
th a t more tim e is  req u ired  to c le a r  and prepare land fo r production and 
fo r farm ers to  get m obilized  than was o r ig in a lly  considered . I t  has 
a lso  shown th a t the s t a te 's  o r ig in a l p lans to develop a m arketing 
in fra s tru c tu re  m y have been o ve rly  am bitious fo r such a young in d u stry . 
In  any case , the s ta te  has been unable to meet i t s  end of the b arg ain , 
and SSSB 47 i s  in  response to th a t s itu a t io n . A th ree year moratorium 
on payments w i l l  a llo w  the farm ers more tim e to  fin d  a so lu tio n  to th e ir  
dilerrm a.

The attached amendment to SSSB 47 proposes th a t the land owner s h a ll be 
granted a moratorium provided the sp e c ifie d  q u a lif ic a t io n s  a re  met, and 
s p e c if ie s  th a t the a p p lica tio n  fo r the moratorium vrould be m ae to  the 
Department o f N atu ra l Resources A g ric u ltu ra l Revolving Loan 13oard ra th e r 
than the A laska A g ric u ltu ra l A ction  C o u n c il.



SSSB 47 -  AN ACT RELATING TO REIMBURSEMENT FOR TKE COST OF IAND 
CLEARING: PROVIDING FOR AN EFFECTIVE DATE.

SPONSOR: MOSS

AUTHORIZES THE AG REVOLVING LOAN FUND BOARD TO GRANT A THREE YEAR 

PAYMENT MORATORIUM ON IAND CLEARING LOANS MADE BY THE AL? SKA AG ACTION 

COUNCIL BEFORE JANUARY 1, 1984. TO QUALIFY, A IAND OWNER MUST HAVE AT 

LEAST 1000 ACRES OR 50% OF HIS T ILLA B IE  ACREAGE IN PRODUCTION.

THERE IS  A 40 YEAR PAYBACK PERIOD FROM THE DATE THE CONTRACTS WERE 

SIGNED. THE THREE YEAR MORATORIUM DOES NOT EXTEND THAT 40 YEAR PERIOD. 

IN EFFECT, THE MORATORIUM MAKES THE IAND CLEARING REIMBURSEMENT DUE OVER

A 37 YEAR PAYBACK PERIOD BY PUSHING BACK T IE  STARTING DATE FOR 

REPAYMENT. THE YEARLY PAYMENTS WILL BE SLIGHTLY INCREASED WHILE 

INTEREST PAID WILL BE SLIGHTLY REDUCED.

JUSTIFICATION

WILL ALLOW FARMERS MORE TIME TO GET THEIR IAND INTO PRODUCTION. WILL 

ALLOW MORE TIME TO DEVELOP AN ADEQUATE MARKETING INFÎ ASTRUCTURE WHICH IS  

NOT YET IN PLACE.

FINANCE CS

In  Section 1 ( c ) , the Finance CS language says the ap p lican t must "be in  

compliance w ith  the development p lan  se t out in  the owner's co n tra c t" .

The Resource CS says the ap p lican t must "be in  conplionce wi th  the 

development p lan se t out in  the owner's co n tract WITH THIS AK AG ACTION 

COUNCIL."  The development p lan is  estab lish ed  by DNR, not AK AG ACTION

COUNCIL.
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

REQUEST
Bill/Resolution Mo.: SSSB 47 
Title: Reimbursement for land
____________ cleaning _________________
Sponsor: seni |.;QSS_____________
Requestor:
Date of Request:_

[Revision Date: 4/16/84

FISCAL DETAIL
Agency Affected: Natural Resources
Program Category Affected: flRMEC

BRU, Program or Subprogram^sJ Affected: 

 Agriculture Management________________

GENERAL FUND 

FEDERAL FUNDS 

OTHER 

TOTAL

REVENUE

FUNDING: (Thousands of

FULL-TIM E

PART-TIME

TEMPORARY

EXPENDITURES/REVENUES: (Thousands of Dollars)
FY 84 T T S T FY 86 F t 87

POSITIONS:

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

The delay in payments will reduce revenues in near term but all loans will 
remain payable in full.

ANALYSIS: Attach a separate page for analysis

Prepared By: Ed Kerri_________________________________Phone: 745-7200
Division:_______ Agriculture____________________________ Date: 4/16/84

Approved by Commissioner: / 1 / W  Date: 4/16/84_______

Agency:____________________ p\c\\A(\_f_________ '

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83
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B C TTYE  F A H R E N K A M P , C h airm an
R O B E R T  H. Z IE G L E R . SR., V ico C h airm an
D IC K  E LIA S O N
PA U L F IS C H E R
V IC  F IS C H E R
B O B  M U L C A H Y
A R L IS S  S T U R G U L E W S K I

PO U C H  V 
STATE C A P IT A L  

JU N EA U , A L A S K A  99811 
(907) 465-3834 
(907) 465-3835

Committee on EeSourccs
M E M O R A N D U M

TO: S e n a te  R e s o u rc e s  Com m ittee Members

FROM:

R E :

S e n a te  R e s o u rc e s  Com m ittee S t a f f

Com m ittee  M e e t in g , A p r i l  1 6 , 1984

DATE: A p r i l  1 3 , 1984

On Monday, A p r i l  16 th  a t  3 : 0 0  pm i n  th e  B e l t z  Room, th e  
S e n a te  R e s o u rc e s  Com m ittee w i l l  h e a r  th e  f o l lo w in g  b i l l :

SSSB 4 7 ,  An A c t  r e l a t i n g  to  re im b u rse m e n t  f o r  th e  c o s t  o f  la n d  
c l e a r i n g .

SSS3  47 w ou ld  a u t h o r i z e  th e  A la s k a  A g r i c u l t u r a l  A c t io n  
C o u n c i l  to  g r a n t  a t h r e e  y e a r  paym ent m o ra to r iu m  on la n d  
c l e a r i n g  lo a n s  made by th e  C o u n c i l .  To q u a l i f y  f o r  th e  
m o ra to r iu m  th e  la n d  owner must have  a t  l e a s t  1000 a c r e s  o r  
50% o f  h i s  t i l l a b l e  a c re a g e  in  p r o d u c t io n .

S e n a to r  Moss w i l l  p ro p o se  an amendment t o :

1) G ra n t  t h i s  a u t h o r i t y  to  th e  A g r i c u l t u r a l  R e v o lv in g  Loan 
Fund Bo ard  r a t h e r  th a n  t o  th e  A la s k a  A g r i c u l t u r a l  A c t io n  
C o u n c i l .

Senate

2 ) R e q u i r e t h a t  th e  Bo ard  g r a n t  th e  m o ra to r iu m  to  any  
q u a l i f i e d  la n d o w n e r .
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TO: Bettye

FROM: Sandra

RE: SB 51 An Act establishing the Shuyak Island *7 ta t e Park.

This bill, which is the result of negotiations between 
the Kodiak Island Borough and DNR as part of the Borough's 
municipal entitlement settlement, is being heard at the 
request of Senator Mulcahy. A similar bill (SB 731) passed 
out of Senate Resources Committee last year, and passed the 
full Senate, but failed to pass the House.

The following people have stated they will testify:

Hilton Wolfe or Neil Johanssen, Division of Parks, DNR 
Bob Hinman or Bruce Baker, Dept, of Fish and Game 
Jay Nelson, Environmental Lobby

Possible Questions:

  Are all the lands proposed for inclusion in the park
State-owned lands?

 * Are any private inholdings located within the proposed
park area? If so, is access guaranteed?

“ Will establishment of the park preclude any land uses 
that are currently ongoing?

   I understand that hunting and fishing will be allowed in
the park. Is that correct? (yes)

  Does the proposed park include any tidal or submerged
lands? (Last year the Borough opposed inclusion of tidal and 
s merged linds; the Division of Parks and Dept, of Fish and 
G^me supported inclusion.)

“ What will be the total acreage of the park? (12,000 acres)

  The fiscal note on the bill is zero through FY 85. I
understand this is because the park will be passively managed 
with no facilities or staff on site. Will a management plan be 
developed for the park's future use? What do you foresee as 
funding needs on down the road?

 ---  The Borough is to maintain the core portion of the island
and be provided with an easement. Last session, when a similar 
bill was before this committee, there was concern over payment 
for survey work. How has this been resolved? (Zero fiscal note 
easei >nt platted on paper only and rot constructed.)

  'Last session we had a companion bill that would have
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B E T T Y E  F A H PE N K A M P
C H A I R M A N

R O B E R T  H .  Z I E G L E R .  S R .  
V I C E - C H A I R M A N  

D I C K  E L I A S O N  - P A U L  F I S C H E R  
V I C  F I S C H E R  - B O B  M U L C A H Y  

A R L I S S  S T U R G U L E W S K I

( C o m m i t t e e  m t  R e s o u r c e s

POUCH V 
STATE CAPITOL 

IUNEAU. ALASKA 99BI1 
( 9 0 7 )  4 6 5 - 3 6 3 4  
( 9 0 7 )  4 6 5 -3 8 3 5

TO: Senate Resour

FROM: Senate Resour

RE: February 23rd

DATE: February 21,

Please find attached background informat ion on SB 51,
An Ac t es tabl ishing the Shuyak Island State Par k, wh ich will
be heard by the Sena te Resources Commi ttee Wedn e s d a y, F ebruary
23 at ;3:00 p.m . in the Senate Finance Room.

The proposed Shuyak Island State Park would encompass 
approximately 12,000 acres consisting of State-owned uplands 
and freshwater bodies shown in green on the attached map.
’ .seal notes and the Shuyak Island Land Planning Report are 
attached.

It is hoped that final committee action could be taken 
on the bill at this time.

Immediately following action on SB 51 the. committee 
will be briefed by U.S. Borax c their Quartz Hill molybdenum 
proj ect.
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A G R E E M E N T  O F  S E T T L E M E N T  

and

C O N S E N T  D E C R E E

The p a r t i e s  to th is  a g r e e m e n t  ar e  the S ta te o f  Alask a,

D e p a r t m e n t  of N at u r a l  R e s o u r c e s ,  t h r o u g h  its D i v i s i o n  of Forest,

L an d and W a t e r  M a n a g e m e n t  (“the S t a t e * )  and the K o dia k Is lan d

B o r o g h  (“K I B * ).

W h e r e a s ,  p u r s u a n t  to AS  2 9 . 1 8 . 2 0 1 - . 2 1 3  KIB is en ti t l ed

to se lect 5 6 , 5 0 0  a cr e s fro m s t a t e  g e n e r a l  grant land w it h i n  its

b o u n d a r i e s ,  and has f i le d  s u ch  s e l e c t i o n s  in the ma nn er  p r o v id e d

by  statut e;  and

W h e r e as ,  a c o n s i d e r a b l e  p o r t i o n  of the land se lec tio ns

f i l e d  by KIB were r e j e c t e d  b y  the S t a t e  on the g r ou n d s  t hat  the

l a n d s  se le cte d had b ee n  p r e v i o u s l y  c l as s i f i e d  by the State for

a use or p u rp o se  w h i c h  d i s q u a l i f i e d  t hos e lands for c o nv e y a n c e  to

KI B pu r su a n t to AS 2 9 . 1 8 . 2 0 1  e £  s e q ., or  had be en  d es i g n a t e d  as

s t a t e  i nt ere st  lands p u r s u a n t  to AS 3 8. 05 .0 47;  and

Wh e re a s,  by r e a s o n  of  sa id  s e l ec t io n s  by KIB and

re je c t i o n s  by the State, the p a r t i e s  are c u r r e n t l y  I n vol ve d in♦
t hr ee se par ate  j u d ic ia l  a p p e a l s  fro m a d m i n i s t r a t i v e  d e c is io n s  

w h i c h  are now  pe n di n g in the S u p e r i o r  Court, T h i r d  Judic ial  

D i s t ri c t  under case lumbers 3 A N - 8 0 - 3 0 7 0  (Woody Island), 

3 A N - 8 0 - 67 1 0 (Land C l a s s i f i c a t i o n ) ;  and  3 A N - 8 1 - 1 3 8 5  (Shuyak 

Island); and

W h e r e a s ,  bo .h  p a r t i e s  d e s i r e  to settle finally the 

q u e s t i o n  of those lands w h i c h  w il l  be co nv eye d to KIB in 

s a t i s f a c t i o n  of its s t a t u t o r y  la nd  en ti t l em e nt ,  an d further 

d e s i r e  to re so l ve  this q u e s t i o n  in the near future wi th out  

e x t e n d e d  li tig ati on , an d to r e s o l v e  pe nd i ng  litigation.

Now, t h er e f or e , the p a r t i e s  ag ree  as follows;

- 1-
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1. a. The S t a t e  a gr e e s to convey to KIB, as s oo n as

p r ac t i c a b l e ,  the lands n o w  owned by  the State o r  h e r e a i t e r

a c q u ir e d  p u r s u a n t  to S e c t i o n  6 o f  the Al aska S t a t e h o o d  Act and 

w h i c h  are d e s c r i b e d  in E x h i b i t  A ( Shu ya k Island) an d  Exhibit B 

(other la nd s) . O p e n  to E n t r y  p a r c e l s  u nde r l ea s e w i t h i n  lands 

de s c r i b e d  in E x hi b i t  B w h i c h  e xp i r e s ha l l  hs c o n v e y e d  to KIB upon 

e x pi r a t i o n .  All c o n v e y a n c e s  shall be com pl e t ed  not la te r than 

nine (9) m o n t h s  a f te r  e x e c u t i o n  of  this a g r e em e nt ,  e x c e p t  that, 

w i t h  r e s p e c t  to lands as t o  w hic h the state has not yet receiv ed  

tenati ve  a p p r o v a l ,  w i t h i n  nine (9) m o n t h s  af te r t e n t at i ve  

appro va l.

b. KIB a g r e e s  that it will i nvo ke its land

r e g u l a t o r y  p o we r s ,  i n c l u d i n g  z on ing  powers, to d i s a l l o w  in the

we s t  o n e - h a l f  of Se ct i o n  10, T. 19 S., R. 20. W . , S.K. fronting 

on Big Bay on  S h u y a k  I s l a n d  heavy in du str ial  us e s  I nc o m p a t i b l e  

w it h use and  e n j o y m e n t  o f  ad ja c e nt  pa rk  or p u b l i c  r e c re a t io n  

lands. Th e B o r o u g h  a g r e e s  to g u a r a n t e e  r e a s o n a b l e  p u bl i c  a c ce s s

throug h the above d e s c r i b e d  pa rc el  for the p u rp o s e  of ut il iz ing

ad j ac e nt  p a r k  or p ubl ic  r e c r e a t i o n  lands. The S t a t e  may reser ve  

in the p a t e n t  to these l a n d s  the r i g h t  to r e - e n t e r  and take 

po ss e s s i o n  upon the d e t e r m i n a t i o n ,  by a court of c o m p e t e n t  

j u r i sd i ct i o n,  th at  KIB h a s  br e ac h e d this para gr aph .

2. K IB a g r e e s  to ex e c u t e  a q u i t c l a i m  de e d  to the 

State for the p r o p e r t y  d e s c r i b e d  in Exhib it C ( Pi l l a r  Creek 

W a t e rs h ed  and W o o d y  Is l an d ).

3. In the e v e n t  that at any time in the future the 

s t a t e - s e l e c t e d  or  s t a t e - t c n a t i v c l y  ap pr o v ed  la nds d e s c r i b e d  in 

Extiibit D a r e  fi na lly  d e t e r m i n e d  not to be s u b j e c t  to c on ve ya nce  

under the A l a s k a  dative C l a i o s  S e t t l e m e n t  Act (P.L. 92-203, 43 

U.S.C. Sec. 1601 c t ■ s e g . , ) aa a m e n d e d  for any re as on , the State

ag ree s that it will c o n v e y  those lands to KIB up on  receipt



of  w r i t t e n  no ti c e  from K I B  of its e l e c t i o n  to r e c e i v e  such 

l an ds.

4. In the e v e n t  that a l l  or p a r t  of t he lands 

d e s c r i b e d  in Ex h ib i t  D ar e c o n v e y e d  to KIB, KIB a g r e e s  to 

r e c o n v e y  to the State, (in s e q u e n c e  from a n  e a s t e r l y  to a 

w e s t e r l y  di r e c t i o n ) ,  an e q u a l  n u m b e r  of a c r e s  f r o m  lands on  

S h u y a k  Island p r e v i o u s l y  c o n v e y e d  b y  the St ate t o  KIB pursua nt

to Pa r a g r a p h  l.a. of this A g r e e m e n t .  S u c h  r e c o n v e y a n c e  by K IB to

the State shall be made f i rs t  fr om  Are a I, and t h e n  from Area II,

w h i c h  ar e d e s c r i b e d  below;

A re a I. The ar ea  w i t h i n  p r o t r a c t e d  S e c t i o n s  29.
30, 51, and 32, T. 19. S., R. 19 W., S .M .  lying
w e st  of the a g r e e d - u p o n  p r o p o s e d  A l e k s a n d r
B a r a n o v  Game Re f u ge  d e s c r i b e d  i n  P a r a g r a p h  6
below.

Area II. T hos e lands l yi n g w i t h i n  T. 18 S.,
R. 19 W. and T. 18 S., R  20 W . , S.M. w h i c h  
are c a s t  of C a r r y  Iniet and w e s t  of S h a n g i n  
Bay.

5. If lands d e s c r i b e d  in Ex hi b it  D a n d  which are 

c o n v e y e d  by the State to KIB  p u r s u a n t  to p a r a g r a p h  3 of this 

A g r e e m e n t  e x c e e d  in ac re a ge  the l an ds  d e s i g n a t e d  as Area I and 

Ar e a  II in Pa r a g r a p h  4 ab ov e,  KIB a gr e es  to r e c o n v e y  to the State 

a d d i t i o n a l  sec t io n s of land on S h u y a k  Islan d u n t i l  such 

r e c o n v e y a n c e s  w ith in Area I and A rea  il ar c eq ua l in total 

a c r e a g e  .to the acr eage of the la nd s d e s c r i b e d  in Exhibit D w hi ch  

h a ve  been c o n ve y ed  to KIB. Such a d d i t i o n a l  c o n v e y a n c e s  shall be 

d e s i g n a t e d  by KIB from a n y  lands on  Sh u y a k  Is l an d - t h e n  owned by 

KIB, or d e s i g n a t e d  for t r a n s fe r  to KIB p u r su a n t to this 

Ag re e m e n t ,  pr ov ide d that suc h lands are c om pac t an d con t i gu o us  

w i t h  o t h e r  lands on S h uy a k Island w hic h are then in state 

ow ne r s h i p .

6. KIB agrees to attempt, to o bt a in  in t ro d uc t i on  and 

pa ss a g e  of l eg i s la t io n  in the Al a s k a  S tat e L e g i s l a t u r e  which
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^would cr ea te  a s t a te  g am e  r ef u ge  d e n o m i n a t e d  the " Al e ks a n dr

B a r a n o v  State C am e  Re fu ge " c o n s i s t i n g  of the l a n d s  de s c r i b e d  in

E x h i b i t  E. K IB a g r e e s  to s u p p o r t  i n t r o d u c t i o n  o f  s uch  

l e g i s l a t i o n  b e g i n n i n g  w i t h  the 1 9 8 1  l e g i s l a t i v e  s e ssi on , and to 

s u p p o r t  e a r ly  p a s s a g e  of s u c h  l e g i s l a t i o n ,  p r o v i d e d  that KXB is 

n o t  o b l i g a t e d  to su pp o rt  in c l u s i  in of tide or s u b m e r g e d  lands

e x c e p t  upon m u t u a l  a g r e e m e n t  wit'i the s t a t e  w i th  re sp e ct  to the 

r e g u l a t o r y  i m p l i c a t i o n s  of suci. . nc lu sio n. The S ta t e  ag re es to 

s u p p o r t  suc h l e g i s l a t i o n  in g o o d  faith, b y  such o r al  and wri tten 

t e s t i m o n y  as m a y  be a p p r o p r i a t e .

7. KIB ag r ee s  to a t t e m p t  to o b t a i n  i n t r o d u c t i o n  and 

p a s s a g e  of l e g i s l a t i o n  in the A l a s k a  S t a t e  Le g i s l a t u r e  creating a 

s t a t e  uark d e n o m i n a t e d  the " S h u y a k  Island State Park" and 

c o n s i s t i n g  of all lands d e s c r i b e d  in E x h i b i t  F. KIB ag re e s  to 

su p p o r t  in t r o d u c t i o n  of s uc h  l e g i s l a t i o n  b e g i n n i n g  wi th  the 1981 

l e g i s l a t i v e  ses s io n , and to s u p p o r t  e ar l y  p a s s a g e  of such 

l e g i s l a ti o n,  p r o v i d e d  that KIB is not o b l i g a t e d  to suppor t 

i n c l u s i o n  of tid e or  s u b m e r g e d  l a nd s  e x c e p t  upon mu tu al ag r e e m e n t  

w i t h  the s ta te w i th  r es p e c t  to the r e g u l a t o r y  i m p l i c a t i o n s  of 

su ch  in clusion. The S ta te a g r e e s  to s u p p o r t  su c h  le gi sl a ti o n  in 

g o o d  faith, by  such or al  and w r i t t e n  t e s t i m o n y  as may be 

a p p r o p r i a t e .

8. In the e v e n t  that lands to be i n c l ud e d  in the 

p r o p os e d  " A le k s an d r D a r a n o v  S t a t e  C am e Refuge * or  the pro p os e d  

•S hu y a k Island S t at e  Park*, r e f e r r e d  to in P a r a g r a p h  6 and 7 

re sp e c ti v el y ,  a rc not fi n a l l y  i n c l u d e d  by  l e gi s l a t i o n  in the 

p r o p o s e d  game refuge  or park, s u c h  lands shall be at all times 

c l a s s i f i e d  and m a n a g e d  by the S t a t e  in a ma n ne r  m a i n t a i n i n g  and 

e n h a n c i n g  such lands for w i l d l i f e  ha bi ta t and p u b l i c  recreat* in

pu rp os e s.  O t h e r w i s e  KIB shall be e n t i t l e d  to se l e c t  th ose lands 

t
n ot  so c l a s s i f i e d  and ma n ag e d ,  and  the S tat e shall t he reu po n

p r o m p t l y  t r a n s f e r  the s e l e c t e d  lands to KIB. U po n tr an sfe r of 

s uc h lands to KIB, KIB shall r e c o n v e y  e q u i v a l e n t  a cr eag e to the 

St at e fro m Sh u ya k  Island  in the m a n n e r  p r o v i d e d  in Pa r a g r a p h  4,

and  t h e r ea f te r  in the m a n n e r  p c o v i d e d  in Pa r a g r a p h  S.

- 4 .
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9. T h e  St ate wi l l  d e s i g n a t e ,  o n  lands o w n e d  by it, 

p u b l i c  e a s e m e n t s  for the b e n e f i t  of KIB and the p u b l i c ,  e ac h of 

w h i c h  shall be 200 feet in wi dt h,  to p r o v i d e  p u b l i c  a c c e s s  from 

the line of m e a n  high tide w e s t e r l y  to la nd s on S h u y a k  Island 

w h i c h  have b e e n  c o n ve y ed  to KIB p u r s u a n t  to P a r a g r a p h  1 of  this 

a g re e me n t.  T h e  ea s e m e n t s  will be in the fo l lo w i ng  a r eas , as more 

s p e c i f i c a l l y  i n di c a te d  on  the a t t a ch e d m a p  e n t i t l e d  E x h i b i t  B, 

an d f ur the r s u b j e c t  to e x a c t  lo ca t io n  In the field:

A. T r a v e r s i n g  S e c t i o n  26. T. 18 S., R. 19 W . , S.M.;

T r a v e r s i n g  S e c t i o n s  15 a n d  16,

21 and 22, of T. 19 S., R. 19 W., S.K.;

T r a v e r s i n g  S e c t i o n  32, T. 19 S., R. 19 W . , S.M..

In the event that lands are c o n ve y e d to the St at e

p u r s u a n t  to p a r a g r a p h s  4 an d 5 ab ove, th os e e a s e m e n t s  de si g n a t e d  

in s u b p a r a g r a p h s  A, B, and C of this p a r a g r a p h  s h al l  be r ese rv ed  

so  as to c o n t i n u e  th ro u g h such lands.

10. The State shall re serve the e a s e m e n t s  d e s c r i b e d  in 

E x h i b i t  G. W i t h  r e sp e c t  to e as e m e n t s  r e s er v ed  p u r s u a n t  to AS 

38 . 0 5 . 1 2 7  o r  o t h e r  a p p l i c a b l e  p r o v i s i o n  of law, on  all o t h e r  

l a nd s  c o n v ey e d  to KIB, their lo c a ti o n shall be d e t e r m i n e d  by the 

bo r ou g h,  s u b j e c t  to a p p r o va l  by the De pa rt me n t  of Na tural 

Resou rc es,  p r i o r  to c o n v e y a n c e  by the bo r o u g h  to a p r i v a t e  third 

p ar ty.

11. The State and KIB agree that this A g r e e m e n t  is

In t en d e d by the parti es to r es o l v e  all o u t s t a n d i n g  legal and

factu al  d i f f e r e n c e s  b e t w e e n  them c o n c e r n i n g  the a p p l i c a t i o n  of

the M u n ic i pa l  Land S e l e c t i o n  Act (AS 2 9 . 1 8 . 20 1- .213), in clu di ng

p a r t i c u l a r l y ,  pendi ng S u p e r i o r  Co urt  law s ui t s  n u m b er e d

3A N- 80 - 3 07 0 ,  3AN -8 0- 6 7 10 ,  and 3 AN -8 1- 138 5.  To a c h i e v e  this

r e sul t,  the p a r t i e s  a gre e to ac co m p l i s h  the fo l l o w i n g  a cti on s 
r

p r o m p t l y  u p o n  e x e c u t i o n  of this Ag re em ent :

a. KID a gr ees  to re l i n q u i s h  its :o m l n a t i o n s ,

se le ct i o ns ,  and s e le c ti o n ap p ro v al s  not d e s i g n a t e d  

for t r a ns f e r to KIB in this A g r e e m e n t  and further

-5-
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a g ree s not  to l i t i g a t e  or o t h e r w i s e  c h a l l e n g e  the 

r e t e n t i o n  by the S ta te of such lands.

b. KIB a g re e s not to l i t i g at e  or o t h e r w i s e  c h a l l e n g e  

r e t e n t i o n  by the State of those p u b l i c  e a s e m e n t s  

d e p i c t e d  in E x h i b i t  G.

c. The State ag r ee s  to a c c e p t  from K I B  the

r e l i n q u i s h m e n t  of those nom in at i on s ,  s e l e c t i o n s ,  

and ap p r ov e d  s e l e c t i o n s  re q ui r ed  b y  this 

Ag re em e nt ,  and to a c c e p t  future s e l e c t i o n s  an d 

r e c o n v e y a n c e s  by  KIB p u r s u a n t  to P a r a g r a p h s  4, 5, 

and B.

d. All p r e vi o us  t r a n sf e rs  of land fr om  the State to

KIB are he r e b y  a f fi r me d .  No th i n g h e r e i n  af f e ct s

KIB's r ig ht to a p p l y  for land u n d e r  AS 3 8. 0 5 . 3 1 5  

or  o t h e r  a p p l i c a b l e  law, e x c l u d i n g  AS

29. 1 8. 2 01 - 2 13 .

e. The St ate  and K IB agree that the terms of this

Ag r e e m e n t  shall c o n s t i t u t e  a c o n s e n t  d e c r e e  and 

j u dgm en t to be p r e s e n t e d  to the S u p e r i o r  Court for 

entry in final s e t t l e m e n t  and d i s m i s s a l  of all 

p e ndi ng  li t i g a t i o n  b e t w e e n  the pa r t ie s  wi th  

respect to KIB .and s el e c t i o n s  un de r AS

2 9 . 1 8 . 2 01 - .2 1 3,  such pe nd i ng  l i t i g a t i o n  c o n s i s t i n g  

of the f o llo wi ng  pe n di n g judic ial  a p p e a l s  from 

a d m i n i s t r a t i v e  d ec i s i o n s :

3 A N - B O - 3 O 7 0  (Woody Island)

3 A N - 8 0 - 6 7 1 0  (Land C l a s s i f i c a t i o n )

3 A H - 8 1-1385 (Shuyak Island)

f. All such li t i g a t i o n  shall be d i s m i s s e d  upon 

e x e c u t i o n  and court a p p r ov a l of this A g r e e m e n t  and 

Co n se n t  Decree, with e a ch  pa rty to bear its own 

costs and a t to r ne y ' s fees.
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12. T h e  S ta t e and KIB agree that this Agreem en t, 

t o g e t h e r  wi th  it s E xh ib it s .'» t h r o u g h  H, em bo d ie s  all of he terms 

a n d  c o n d i t i o n s  of the A g r e e m e n t  for se ttl eme nt  o f  pe nd i ng  

l i t i g a t i o n  and for c o n v e y a n c e  of  al l  lands due to  KIB p u r s u a n t  to 

AS 2 9 . 1 8 . 2 0 1 - . 2 1 3 ,  and that no a d d i t i o n a l  e n f o r c e a b l e  ag r ee m e n t s  

o r  c o m m i t m e n t s  ex is t b e t w e e n  th em  w i th  regard to this su b j ec t  

w h i c h  are not c o n t a i n e d  in thr text of this A g r e e m e n t  and its 

Ex hib its . T h e  pa rt i e s  reserv e the right, by m u t u a l  c o n s u l t a t i o n  

a nd  a gr e e m e n t ,  to co r re c t if n e c e s s a r y  an y t e c hn i c al  ei r or s  or 

o m i s s i o n s  in t he  s p e c if i c  land d e s c r i p t i o n s  c o m p r i s i n g  E x h ib it s  A 

t h ro u g h  H he re i n ,  so as to »>re n e a r l y  c o nfo rm  to the mu t u al  

in te n t i o n s  of the pa rt i es  with r e g a r d  to i m p l e m e n t a t i o n  of 

this A g r e e m e n t

D A T E D  this of , 1981.

D E P A R T M E N T  OF N A T U R A L  R E SO U RC E S

•missionê )̂ 

S T A T E  O F  A L A S K A

K OD IAK  I S L A N D  B O R O U G H

..i hi.

Attesti

D i rec to r,  D i v i s i o n  ot Forest, 
Land i W a t e r  M a n a g e m e n t

At test:
•Municipal Land 
S e l e c t i o n s  O ff i c e r

A P P R O V E D  AS  T O  FORM:

T h om a s  E7(y,vtinhm “
As s i s t a n t  A t t o r n e y  Ge ne ral  
State of Al aska

•, B o c o u g n  /'jtTbrx

* ■- O• I ,»

Ricnard W. G a rne tt  ill 
Attorney, Kodiak Island 

B o r o u g h

O R D E R

IT IS ORDERED, that the foregoing A g r e e m e n t  of 

S e t t l e m e n t  and C on s e n t  D ec ree  is he re b y  adopted an d ap pr o v ed  and

- 7 -
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s h a l l  be e n f o r c e a b l e  as a j u d g m e n t  of the court.

D A T E D  this 12. d a y  o f  At<jqc,sf~________ , 1961 a t

A n ch or a g e,  Al as ka .

t/'&omef A- rfooTC Jr.
d’udge of the S u p er i or  C o u r t



KODIAK ISLAND BOROUGH ^
Telephones 486-5736  - 486-5737 — Box 1246 

KODIAK, ALASKA 99615

O c to b e r  7 , 1981

The H o n o ra b le  Bob M u lc a h y  
The S t a t e  S e n a te  
S t a t e  o f  A la s k a  
Box 246
K o d ia k , A l a s k a  99615 

D e ar S e n a t o r  M u lc a h y :

E n c lo s e d  f i n d  a c e r t i f i e d  co p y o f  K o d ia k  I s l a n d  B o ro u g h  R e s o l u ­
t i o n  No. S 1 - 7 1 - R  r e q u e s t in g  s t a t e  l e g i s l a t i o n  t o  c r e a t e  t h e  
A le k s a n d r  B a ra n o v  S t a t e  Game R e fu g e  a s  w e ll  a s  R e s o lu t io n  
No. S 1 - 7 2 - R  r e q u e s t in g  s t a t e  l e g i s l a t i o n  to  c r e a t e  t h e  S h u y a k  
I s l a n d  S t a t e  P a r k .  B o th  r e s o l u t i o n s  w ere u n a n im o u s ly  p a s s e d  
a t t h e  r e g u l a r  B o ro u g h  A s s e m b ly  m e e tin g  on O c to b e r 1 , 1981 and 
a re  a cc o m p a n ie d  b y  p ro p o se d  la n g u a g e  f o r  th e  t e x t  o f  t h e  a c t .
We h a v e  a l s o  e n c lo s e d  a c o p y  o f  a l e t t e r  fro m  D a le  P . T u b b s ,
Lan d  Management C o n s u lt a n t  f o r  t h e  K o d ia k  I s l a n d  B o ro u g h , d a te d  
A u g u st 1 7 , 1981 o u t l i n i n g  th e  s t e p s  n e c e s s a r y  t o  e f f e c t  t h e  
A g reem ent o f  S e t t le m e n t  and C o n se n t D e cree  b e tw e en  t h e  B o ro u g h  
and th e  S t a t e  o f  A l a s k a .

As yo u  can se e  fro m  t h e  l e t t e r ,  th e  K o d ia k  I s l a n d  B o ro u g h i s  t o  
u se  i t s  b e s t  e f f o r t s  to  h a ve  l e g i s l a t i o n  in t r o d u c e d  t o  c r e a t e  
th e  s t a t e  p a r k  and s t a t e  game re fu g e  on S h u y a k  I s l a n d  f o r  t h o s e  
p o r t i o n s  n o t be c o n v e y e d  t o  th e  K o d ia k  I s l a n d  B o ro u g h .

We hope t h a t  y o u  w o u ld  be a b le  t o  a s s i s t  in  t h e  a d o p t io n  o f  th e  
p ro p o se d  l e g i s l a t i o n  and w o u ld  u rg e  yo u  t o  c o n t a c t  c i t h e r  m y s e l f  
o r  t li^  mayo and B o ro u g h  A s s e m b ly  f o r  f u r t h e r  p a r t i c u l a r s  on t h i s
matter.

' l i t  a k i i .g  y o u  in  a d v a n c e  f o r  y o u r  a s s i s t a n c e  in  t h i s  m a t t e r ,  I 
re m a in ,

R e s p e c t f u l l y  y o u r s ,

PI
Boi'juj;n pjiiuugur

E n c lo s u r e s

nidd
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A RESOLUTION OF THE KODIAK ISLAND BOROUGHTSSEMBLY REQUESTING STATE 
LEGISLATION TO CREATE THE ALEKSANDR BARANOV STATE GAFE REFUGE.

WHEREAS, on August 14, 1981 the Superior Court ordered the Agreement of

'Consent Decree to effectively dismiss the appeals the Kodiak Island Borough
ji
■brought against the Alaska Department of Natural Resources in regards to its

|i
(lands selections, and

t

WHEREAS, a condition in the Agreement of Settlement and Consent Decree 

»is that the Kodiak Island Borough is to use its best efforts to have legislation
| j j

(introduced to create a State Park and State Game Refuge on Shuyak Island for

■

those portions not to be conveyed to the Kodiak Island Borough, and

WHEREAS, the Aleksandr Baranov State Game Refuge is established to

jrotect fish and wildlife habitats and population of all fish and wildlife species,
i

jarticularly deer and brown bear, feeding, wintering and migration areas as well
I

as to provide public uses of fish and wildlife in their habitat for hunting,

I i
viewing, photography and general recreation in a high quality environment, and

t I
WHEREAS, the Kodiak Island Borough has caused to be prepared a proposed

t
jill entitled "An Act Creating the Aleksandr Baranov State Game Refuge".

i
j| NOW, THEREFORE, BE IT RESOLVED by the Kodiak Island Borough Assembly j
that legislation entitled "An Act Creating the Aleksandr Baranov State Game Refuge"

|l ,
be introduced and assigned a number providing for the creation of said state 
1 I
game refuge.
'i !
I‘ . I
t. BE IT FURTHER RESOLVED by the Kodiak Island Borough Assembly that the
I
Borough administration be directed to send this resolution to Senator Mulcahy and

• I *4 »
Representatives Sutcliffe and Zharoff and implore their assistance in the ;

.successful adoption of this legislation.

ii t
i PASSED AND APPROVED this 1st day of October , 1981 by the

^  RESOLUTION NO. 81-71-R _

Borough Assembly.

KODIAK ISLAND BOROUGH

\ i

' 1
By ft'\
Borough Mayo

-.ATTEST:. . . * .. ;
: ■; . - I I. ’.

1 V

/f,
Borough Cle/rtc

1, Margaret D. Duros, do certify this to be a true and correct copy of Resolution 
No. 81-71-R passed and approved by the Kodiak Island Borough Assembly on

»i|;\Octnbejr 1, 1981.

Notary Pujhic in and Alaska
My Cemmi/ssion Expires:__ pciobor H, 1984



BILL SHEFF IELD ,  GOVERNOR

Kodiak District 
S.R. Box 3800 
Kodiak, Alaska 99615 

Ph# 486-6339

DIVISION OF PARKS
BI3IPARTMEOT OF KAnDRAL ELESOURCES

January 30, 1983

Bob Mulcahy, Senator 
State Senate Building 
Juneau, Alaska

Dear Senator Mulcahy:

As chairperson of the Kodiak State Parks Advisory Board, I would like 
to inform you of a resolution passed unanimously by that board concerning 
support for the formation of Shuyak Island State Park. A copy of the 
resolution is attached.

The formation of Shuyak Island State Park is number three on our 
legislative priorities list only behind requests to maintain and 
operate effectively the park lands that already exist in Kodiak.
Our board sees a Shuyak State Park as an investment in the recreational 
future of Kodiak residents and of the State's population as a whole.

Thank you for your introduction and continued support of this legislation. 
If we can be of any further assistance please feel free to contact us.

Sincerely,

Bill Herman, Chairperson 
Kodiak State Parks Advisory Board

c c . Commissioner of Department of Natural Resources 

cc. Director of State Parks 
cc. Representative Fred Zharoff



iHE LEGISLATURE (IF
'j u i k u e n t h

THE STATE OF ALASKA 
UT.LSLMua: S  § A-

FISCAL MOTE

REQUEST 
Eill/Resolution Mo. 
Title ~
Requested by

|x| Expenditure Type 
I I Revenue Type

SB 51
Act Establishing the Shuyak Island State Park

^ » - X o  . & tJJ\.CJLA Date

II. FISCAL DETAIL
Agency Affected________ Department of Publ ic Safety_________________________
Program Category Affected Fish & Wildlife Protection___________________
BRU, Program, Or Subprogram(s) Affected Fish & Wildlife Protection 
(Note: If more than one budget component is affected, separate line-item 

amounts and funding for each component in the analysis section.)

EXPENDITURES (Thousands of Dollars)

100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT
600 LAND Si STRUCTURES
700 GRANTS,CLAIMS,ETC.

TOTAL

FY 8 3 FY 84 FY S5 FY 86 FY 87 FY 88

- 0- - 0- - 0-

FUNDING (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS

FULL TINE
P/AT TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instruction, Section III)

No fiscal impact.

t e a s i w w E  h n a w *

IV. DATE January 27, 1983 prepared BY Robert Stickles Phono
DIVISION F&W Protection Initials________

Original: Legislative Finance DEPARTMENT OF PUBLIC SAFETY j///*initials tKIT* 
cc: Budget and Management V  1

Prime Sponsor (First Legislator Named)
33-001 nvv. T ’/F’M  CMB Reviewed by: Eric Laschever 5
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BILL SHEFFIELD.  GOVERNOR
Robert J. Sundberg 
Commissioner 

D E P A R T M E N T  O F  P U B L IC  S A F E T Y  /
/  P. O. BO X  6188 , A NNEX  

OfYJSIOM OF RSH  t  WILDLIFE fHOTECOOM  /  ANCHORAGE. ALASKA  9 9 5 0 2

January 27, 1983

F E B  1 1 9 8 3
Senator Bettye Fahrenkamp 
Chairman, Senate Resources Committee 
State Capitol 
Pouch V
Juneau, Alaska 99811

Dear Senator Fahrenkamp:

I would like to present the following positions which the Division of 
Fish & Wildlife Protection, Department of Public Safety hold with regard 
to the subsequent Senate Bills under proposal:

S.B. 2 - Opposed

(1) Would be nearly impossible to enforce as it would require ves­
sels be measured while fishing, generally hard to do under most 
water conditions.

(2) Would also negate 16.05.520 which establishes a vessel identi­
fication number which is required to be displaced, thus making 
all effected vessels unidentifiable from any distance.
(a) Would negate 5 AAC 06.34'’, 09.342, 15.342, 21.342,

39.120(3)(c),(3), 39.120(4)(c)v 39.120(5), 39.270(c),
39.381(b) and 39.374.

(b) Would make those sections in (a) above unenforceable as
these sections all require a number eminating from a vessel
license.

S.B. 5 - Neutral (with amendment)

Proposed Amendement:

Require all nonresidents to be guided or 
in the company of 2nd degree kindred.

*

As written the bill will invite an increase in residency falsifi­
cation on hunting licenses. These are not usually identified until 
after the season is over and consequently the people are already out 
of state.


