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E x c e r p t s  fr o m  L e a s e  F o r m  DL-1 
P e r t a i n i n g  to the P r i c i n g  of R o y a l t y  P r o d u c t s

11. R O Y A L T Y  ON  P R O D U C T I O N .  E x c e p t  for o i l  a n d  gas u s e d  on said 
land for d e v e l o p m e n t  a n d  p r o d u c t i o n  o r  u n a v o i d a b l y  lost, L e s s e e  
s h all p a y  L e s s o r  as r o y a l t y  the fol l o w i n g :

(a) On  oil 12-1/2 p e r c e n t  in a m o u n t  o r  v a l u e  o f  the oil
p r o d u c e d  a n d  s a ved a n d  r e m o v e d  o r  so l d  f r o m  said land.

(b) Oi. gas 12-1/2 p e r c e n t  in a m o u n t  o r  v a l u e  o f  the gas
p r o d u c e d  a n d  s a ved a n d  s o l d  or  u s e d  o f f  s a i d  land o r  u s e d  for the
e x t r a c t i o n  o f  n a t u r a l  g a s o l i n e  or o t h e r  p r o d u c t s  t h e r e f r o m .

(c) O n  a s s o c i a t e d  s u b s t a n c e s  1 2-1/2 p e r c e n t  in a m o u n t  or v a l u e  
of s u c h  s u b s t a n c e s  p r o d u c e d  a n d  s a v e d  and r e m o v e d  o r  sold fr o m  s a i d  
l a n d s .

15. R O Y A L T Y  IN VA L U E .  A t  the o p t i o n  o f  Less o r ,  w h i c h  m a y  be 
e x e r c i s e d  f r o m  ti m e  to ti m e  u p o n  n o t  less th a n  six m o n ths' n o t i c e  to 
Lessee, a n d  in lieu o f  r o y a l t y  in kind, L e s s e e  s h a l l  p a y  to L e s s o r  
the f i eld m a r k e t  p r i c e  o r  v a l u e  at the w e l l  o f  all r o y a l t y  o i l  
a n d / o r  gas. A l l  r o y a l t y  that m a y  b e c o m e  p a y a b l e  in m o n e y  to L e s s o r  
shall be p a i d  on o r  b e f o r e  the la s t  d a y  of  the c a l e n d a r  m o n t h
f o l l o w i n g  the m o n t h  in w h i c h  the o i l  or  gas is p r o d u c e d .  The
p a y m e n t s  s hall b e  acc .npanied by c o p i e s  o f  run t i c k e t s  o r  o t h e r
s a t i s f a c t o r y  e v i d e n c e  o f  sales, s h i p m e n t s ,  a n d  a m o u n t s  o r  g r o s s
p r o d u c t i o n .

16. PRICE. T h e  f i e l d  m a r k e t  p r i c e  or  v a l u e  o f  r o y a l t y  o i l  or 
gas shall not be less t h a n  the h i g h e s t  of: (1) T h e  p r i c e  a c t u a l l y
p a i d  or a g r e e d  to b e  p a i d  to L e s s e e  at the w e l l  by  the p u r c h a s e r  
thereof, if any; o r  (2) T h e  p o s t e d  p r i c e  o f  L e s s e e  in the f i e l d  for 
such oil o r  gas at the w ell, if any; or, (3) The p r e v a i l i n g  p r ice 
r e c e i v e d  by  o t h e r  p r o d u c e r s  in the f i e l d  at the w e l l  for oil o f  like 
g r a d e  a n d  g r a v i t y  or  gas o f  like k i n d  a n d  q u a l i t y  at the ti m e  su c h  
o il o r  gas is r e m o v e d  f r o m  sa i d  l a n d  o r  r u n  i n t o  s t o r a g e ,  or such 
gas is d e l i v e r e d  to an e x t r a c t i o n  plant.



RECENT CONTRACTS AND PURCHASE AGREEMENTS

Pu rchase r F i e l d  o r  S e l l e r S t a r t i n q  Base P r i c e

1977 Pac A laska Cook I n l e t $ 1 . 4 6  pe r  mcf

1982 En s ta r Be luga R i v e r $ 2 . 3 2

1982 Ens ta r Beaver  Creek F i e l d $ 2 .3 2

1982 -8 3 Chugach Be luga R i v e r $ 1 . 4 0 - 1 . 6 0

(Peak ing  Gas)

1983 Chugach Cannery Loop $ 1 . 8 0

1984 En s ta r Lewis R i v e r $ 1 . 8 0

1985 Tesoro Marathon $2 .01

1985 AEG&T En s ta r $ 2 . 0 4

(Homer E l e c t r i c )

1985 ML&P En s ta r $ 1 . 6 0

(Anchorage)



ATTACHMENT 12

Representative Residential Electrical Rates for 500 KWH

Assumes: Residential rate, non-demand, hot water heater, winter season. 
Power Cost Equalization payments have been subtracted.
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ML&P CHUGACH AEL&P Bethel AVEC GVEA Ft. GHEA
(Anch) (Anch) (Juneau) (Misc. Rural (Fbx) Yukon (Juno)

Villages)
Source: Alaska Public Utility Camdssion, except GHEA rates, which were

obtained frcm GHEA.
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S t a t e  o f  A l a s k a

P O U C H  V
J U N E A U ,  A L A S K A  9 9 8 1 1

(9 0 7 )  4 6 5 -4 9 4 1

H o u s e  S p e c i a l  C o m m i t t e e  o n  O i l a n d  G a s

Sec  t i o na  I Ana I ys_i_s 
P r o p o s e d  O i l  a nd  Ga s  C o m m i t t e e  S u b s t i t u t e  

“ T o r  CSSB 3 0 9  T R u l e s T

S e c . 1 . F i n d i n g s .  I t  i s  i n t h e  b e s t  i n t e r e s t  o f  t h e  s t a t e  
t o  a u t h o r i z e  t h e  c o m m i s s i o n e r  o f  DNR t o  e s t a b l i s h  t h e  
i n - v a l u e  r o y a l t y  f o r  g a s  s o l d  t o  a g a s  o r  e l e c t r i c  u t i l i t y  
b y  u s i n g  t h e  c o n t r a c t  p r i c e  b e t w e e n  t h e  l e s s e e  o f  t h e  s t a t e  
a n d  t h e  u t i l i t y .  T h i s  a u t h o r i z a t i o n  a p p l i e s  o n l y  
p r o s p e c t i v e I y , a nd  t h i s  Ac t  d o e s  n o t  a p p l y  t o  s t a t e  p o l i c i e s  
r e g a r d i n g  t h e  s a l e  o f  r o y a l t y  o i l .

S e c .  2 . Th e  c o m m i s s i o n e r  s h a l l  e n t e r  i n t o  an a g r e e m e n t  w i t h  
a l e s s e e  t o  u s e  t h e  p r i c e  e s t a b l i s h e d  i n a c o n t r a c t  b e t w e e n  
t h e  l e s s e e  a nd  a g a s  o r  e l e c t r i c  u t i l i t y  a s  t h e  v a l u e  o f  t h e  
s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n ,  p r o v i d e d  t h a t :

a .  t h e  l e s s e e  a nd  t h e  u t i l i t y  a r e  n o t  r e l a t e d .
b .  t h e  a g r e e m e n t  i s  r e q u e s t e d  i n  w r i t i n g  by  t h e  l e s s e e .
c .  t h e  c o m m i s s i o n e r  d o e s  noj t  ma k e  a w r i t t e n  f i n d i n g  t h a t  

t h e  c o n t r a c t  p r i c e  Ts  u n r e a s o n a b l y  l ow and  t h a t  a 
p r o s p e c t i v e  r e d u c t i o n  i n  r o y a l t y  r e c e i p t s  w o u l d  n o t  be  
b a l a n c e d  by  i n c r e a s e d  b e n e f i t s  t o  i n - s t a t e  g a s  and 
e l e c t r i c  c o n s u m e r s .

T h i s  s e c t i o n  s t a t e s  t h a t  a " g a s  o r  e l e c t r i c  u t i l i t y "  
i n c l u d e s  e l e c t r i c  c o o p e r a t i v e s  ( s u c h  a s  C h u g a c h ,  M a t a n u s k a ,  
H o me r ,  r u r a l  c o - o p s ,  a nd  G o l d e n  V a l l e y  E l e c t r i c ) ,  m u n i c i p a l  
u t i l i t i e s  ( s u c h  a s  A n c h o r a g e  M u n i c i p a l  L i g h t  & P o w e r ) ,  a nd  
g a s  u t i l i t i e s  r e g u l a t e d  u n d e r  AS 4 2 . 0 5  ( s u c h  a s  E n s t a r ) .
T h i s  s e c t i o n  a l s o  s t a t e s  t h a t ,  f o r  p u r p o s e s  o f  t h i s  A c t ,  t h e  
s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  p r o d u c t i o n  d o e s  n o t  i n c l u d e  g a s  
p r o d u c t i o n  f r o m  m e n t a l  h e a l t h  l a n d s  o r  s c h o o l  l a n d s .
Sec_._ 3^ Adds  a new s u b s e c t i o n  t o  AS 3 8 . 0 5  . 1 83 , w h i c h
p r o v i d e s  t h a t  t h e  c o m m i s s i o n e r  may  s e l l  r o y a l t y  g a s  t a k e n  
i n - k i n d  t o  a g a s  o r  e l e c t r i c  u t i l i t y  a t  l e s s  t h a n  m a r k e t
v a l u e  i f  t h e  c o m m i s s i o n e r  ma k e s  a w r i t t e n  f i n d i n g  t h a t  t h e  
s a l e  i s  i n  t h e  b e s t  i n t e r e s t  o f  t h e  s t a t e .  Th e  s ame 
d e f i n i t i o n s  f o r  " g a s  o r  e l e c t r i c  u t i l i t y "  a nd  " r o y a l t y  g a s
t a k e n  i n k i n d  by  t h e  s t a t e "  f o u n d  i n s e c .  2 o f  t h i s
l e g i s l a t i o n  a r e  a l s o  f o u n d  i n t h i s  s e c t i o n .



S e c . 4 . Amends  AS 3 8 . 0 5 . 8 1  0 ( a )  t o  make  t h i s  s u b s e c t i o n
c o n s i s t e n t  w i t h  t h e  o t h e r  p r o v i s i o n s  o f  t h e  A c t .

S e c . 5 . P r o v i d e s  t h a t  AS 3 8 . 0 5  . 1 8 0  ( a a ) , w h i c h  wo u l d  be
e n a c t e d  b y  s e c .  2 o f  t h i s  l e g i s l a t i o n ,  a p p l i e s  t o  a g r e e m e n t s  
t o  e s t a b l i s h  t h e  i n - v a l u e  r o y a l t i e s  on g a s  p r o d u c t i o n  t h a t  
a r e  s o l d  u n d e r  a c o n t r a c t  e n t e r e d  i n t o ,  on  o r  a f t e r  t h e  
e f f e c t i v e  d a t e  o f  t h e  a c t  b e t w e e n  t h e  s t a t e ' s  l e s s e e  a nd  a 
g a s  o r  e l e c t r i c  u t i l i t y .

S e c .  6 .  P r o v i d e s  f o r  an i mme d i a t e  e f f e c t i v e  d a t e .



S IT E  IF  M S M
D E P A R T M E N T  Of- N A T U R A E  R E S O U R C E S

OFFICE OF THE COMMISSIONER

The H o n o r a b l e  J o h n  S a c k e t t  
Co - C h a i r ,  F i n a n c e  C o m m i t t e e  
A l a s k a  S t a t e  S e n a t e  
Juneau, A K  99811

D e a r  S e n a t o r  Sackett:

I am r e s p o n d i n g  to y o u r  r e q u e s t  for m o r e  i n f o r m a t i o n  on the 
fiscal n o t e  and p o t e n t i a l  fi s c a l  i m p a c t  o f  C S S B  309 ( R e s ) , 
n o w  b e f o r e  the S e n a t e  as C S S B  309 ( R u l e s ) .

T h e  f i s c a l  note

The d e p a r t m e n t  has s u b m i t t e d  a zero f i s c a l  n o t e  for the 
bill, w h i c h  w i l l  n o t  d i r e c t l y  a f f e c t  the s t a t e ' s  c u r r e n t  
r o y a l t y  gas r e v e n u e  stream. T h e r e  are two r e a s o n s  t h a t  it 
is not p o s s i b l e  to i d e n t i f y  f u t u r e  c o s t s  o f  t h e  legi s l a t i o n :

- the d e p a r t m e n t  is n o t  ab l e  to p r e d i c t  h o w  o f t e n  the 
n e w  v a l u a t i o n  m e c h a n i s m  w i l l  b e  a p p l i e d  in the 
future, n o r  can w e  p r e d i c t  f u t u r e  gas c o n t r a c t  p r i c e s  
a n d  q u a n t i t i e s ;  and

- m a r k e t  v a l u e s  for A l a s k a  n a t u r a l  gas ( p a r t i c u l a r l y  
C o o k  I n l e t  gas n o w  so l d  for i n s t a t e  c o n s u m e r  us e s  and 
m o s t  i m m e d i a t e l y  a f f e c t e d  b y  t h e  p r o p o s e d  statute) 
are u n p r e d i c t a b l e ,  as is t h e  p o s s i b l e  d i s p a r i t y  
(positive or negative) b e t w e e n  c o n t r a c t  p r i c e  and 
m a r k e t  value.

E v e n  t h o u g h  t h e r e  is no d i r e c t  f i s c a l  i m p a c t  t h a t  c a n  be 
a s s i g n e d  to t h e  bill, e n a c t m e n t  o f  the l e g i s l a t i o n  w i l l  
i n d i r e c t l y  a f f e c t  s t ate r o y a l t y  i n c o m e  f r o m  e x i s t i n g  
p r o d u c t i o n  in C o o k  Inlet. T h e  s t a t e  h a s  e n t e r e d  into an 
a g r e e m e n t  w i t h  C h u g a c h  E l e c t r i c  to v a l u e  the s t a t e ' s  r o y a l t y  
s h are fr o m  B e l u g a  F i e l d  p r o d u c t i o n  p u r c h a s e d  b y  C h u g a c h  
u n d e r  e x i s t i n g  c o n t r a c t s  at $ 0 . 7 5 / m c f  i f  the l e g i s l a t i o n  
passes. T h i s  v a l u e  is o n e - h a l f  t h e  s t a t e ' s  J a n u a r y  o f f e r  to 
se t t l e  the p r i c i n g  d i s p u t e  at $ 1 . 5 0 /mcf, w h i c h  w a s  r e j e c t e d  
b y  the B e l u g a  p r o d u c e r s  w h o  sell to C h u g a c h .  If the d i s p u t e  

: had b e e n  s e t t l e d  at $ 1 . 5 0 / m c f  u n d e r  e x i s t i n g  s t ate law, the

BILL SHEFFIELD, GOVERNOR

F O U C H M
JUNEAU. ALASKA 99811 
PHONE: 907-465-2*00
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T h e  Hon. J o h n  S a c k e t t - 2 - M a r c h  3, 1986

state w o u l d  h a v e  r e c e i v e d  a p p r o x i m a t e l y  $1.9 m i l l i o n / y e a r  in 
n e w  r o y a l t y  in c o m e  f r o m  the B e l u g a  field. S e t t l e m e n t  at 
$0.75/mcf, as w i l l  o c c u r  if C S S B  309 (Rls) is passed, w i l l  
i n c r e a s e  s tate r o y a l t y  r e v e n u e s  f r o m  B e l u g a  p r o d u c t i o n  by 
a b o u t  $ 8 1 0 , 0 0 0 / y e a r , a c c o r d i n g  to o u r  c a l c u l a t i o n s , b e c a u s e  
the s t a t e ' s  s h are of th i s  p r o d u c t i o n  is c u r r e n t l y  v a l u e d  at 
$ 0 . 2 1 /mcf b y  the p r o d u c e r s .  T h i s  i n c r e a s e  in state r o y a l t y  
r e v e n u e s  is less t h a n  w o u l d  h a v e  b e e n  e x p e c t e d  if 1) the 
s t a t e’s $ 1 . 5 0 / m c f  s e t t l e m e n t  o f f e r  h a d  b e e n  accepted, or 2) 
the s t a t e  h a d  s u c c e s s f u l l y  p u r s u e d  its legal a r g u m e n t s  
r e g a r d i n g  the v a l u e  o f  the s t a t e ' s  r o y a l t y  s h a r e  u n d e r  the 
e x i s t i n g  l e a s e  terms, b a s e d  on e x i s t i n g  law.

F u t u r e  c o s t s  to the S t a t e

As s t a t e d  above, the d e p a r t m e n t  has s u b m i t t e d  a zero fiscal 
no t e  b e c a u s e  it is u n a b l e  to p r e d i c t  f u t u r e  m a r k e t  
c o n d i t i o n s  a n d  c o n t r a c t  t e r m s  for A l a s k a  n a t u r a l  gas.
It is i m p o r t a n t  for the L e g i s l a t u r e  to c o n s i d e r  t h a t  m a r k e t  
v a l u e  i n  the fu t u r e  c o u l d  e i t h e r  e x c e e d  or r e m a i n  b e l o w  
l o n g - t e r m  c o n t r a c t  p r i c e s  for i n s t a t e  c o n s u m e r  gas 
p u r c h a s e s .  The p r e s e n t  s i t u a t i o n  i n  the B e l u g a  f i eld is an 
e x a m p l e  of  h o w  l o n g - t e r m  c o n t r a c t  p r i c e s  (Chugach at an 
a d j u s t e d  $ 0 . 2 6 / m c f  a n d  E n s t a r  at an a d j u s t e d  $2.05/mcf) can 
be a b o v e  o r  b e l o w  " m a r k e t  v a l u e "  s i m u l t a n e o u s l y  in the same 
field.

S e c t i o n  2. The f i s c a l  i m p a c t s  of S e c t i o n  2 (aa) o f  C S S B  
309 (Rls) w i l l  l a r g e l y  d e p e n d  on  f u t u r e  m a r k e t  a n d  c o n t r a c t  
c o n d i t i o n s  in C o o k  Inlet, u n l e s s  t h e r e  is a c o m m i t m e n t  of 
N o r t h  S l o p e  n a t u r a l  gas b y  t h e  p r o d u c e r s  for i n s t a t e  use.
The n a t u r a l  gas m a r k e t  for i n s t a t e  e n e r g y  u s e  w i l l  be 
a f f e c t e d  b y  the c o s t s  o f  t h e r m a l  a n d  h y d r o e l e c t r i c  e n e r g y  
a l t e r n a t i v e s ,  i n c l u d i n g  n e w  or  e x p a n d e d  c o a l  d e v e l o p m e n t ;  
p r o d u c t i o n  f r o m  n e w  o r  s h u t - i n  gas sources; g e o t h e r m a l  
d e v e l o p m e n t  (which h a s  b e e n  d i s c u s s e d  in c o n n e c t i o n  w i t h  
B e l u g a  co a l  d e v e l o p m e n t ) ; h y d r o e l e c t r i c  c o n s t r u c t i o n ;  e x p o r t  
p r o j e c t s  for coal, gas, o r  oil; a n d  t h e  p r i c e  o f  fuel oil 
a n d  d i e s e l  as a l t e r n a t i v e  fuel sources. T h e r e  h a v e  b e e n  
some p r o j e c t i o n s  of  C o o k  I n l e t  gas p r i c e s  b y  o t h e r  a g e n c i e s  
t h a t  th i s  d e p a r t m e n t  has d i s p u t e d  o n  g r o u n d s  t h a t  the C o o k  
In let m a r k e t  r e m a i n s  l a r g e l y  c o n t r o l l e d  b y  l ocal factors 
r a t h e r  t h a n  w o r l d  gas o r  oil p r i c e s  or exports. If N o r t h  
S l o p e  n a t u r a l  gas is b r o u g h t  to  m a r k e t  its p r i c i n g  and 
a v a i l a b i l i t y  w i l l  a l s o  b e c o m e  an i m p o r t a n t  f a c t o r  in the 
fi s c a l  i m p a c t  o f  t h i s  b i l l  (Section 2 (bb)). B e c a u s e  the 
e v e n t u a l  m a r k e t i n g  a r r a n g e m e n t s  for P r u d h o e  B a y  gas w o u l d
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p r o b a b l y  h a v e  t o  b e  less d i v e r s e  and m o r e  s t a b l e  t h a n  are 
m a r k e t i n g  a r r a n g e m e n t s  for C o o k  I n l e t  gas, i t  is l i k e l y  th a t  
t h e r e  w o u l d  be less d i s p a r i t y  b e t w e e n  P r u d h o e  B a y  c o n t r a c t  
p r i c e  a n d  m a r k e t  value, a l t h o u g h  the f i s c a l  i m p a c t  of 
a c c e p t i n g  t h e  c o n t r a c t  p r i c e  as t h e  s t a t e 1s r o y a l t y  v a l u e  
(given the m a g n i t u d e  of  the P r u d h o e  Bay gas resource) m i g h t  
be larger, e i t h e r  p o s i t i v e l y  or n e g a t i v e l y  a f f e c t i n g  the 
stat e ' s  revenues.

S e c t i o n  3. T h i s  s e c t i o n  g i v e s  the c o m m i s s i o n e r  
a u t h o r i t y  to m a k e  b e l o w - m a r k e t - v a l u e  gas s ales for i n s t a t e  
e n e r g y  use. B e c a u s e  the L e g i s l a t u r e  r e v i e w s  l o n g - t e r m  
r o y a l t y  oil a n d  gas c o n t r a c t s  b e f o r e  t h e i r  i m p l e m e n t a t i o n  b y  
the D e p a r t m e n t ,  the f i s c a l  i m p a c t  of  this s e c t i o n  w i l l  be 
c o n s i d e r e d  b y  fut u r e  L e g i s l a t u r e s  r e v i e w i n g  s u c h  b e l o w -  
m a r k e t - v a l u e  gas sales b y  the state. W i t h o u t  k n o w l e d g e  of 
h o w  o f t e n  o r  at w h a t  c o s t  the s tate w i l l  e x e r c i s e  this 
option, t h e r e  is no w a y  to e s t i m a t e  the f i s c a l  i m p a c t  of 
e n a c t i n g  th i s  statute.

P l e a s e  c o n t a c t  m e  if y o u  h a v e  any f u r t h e r  q u e s t i o n s  or 
comments. I a m  p r o v i d i n g  c o p i e s  o f  this l e t t e r  to o t h e r  
m e m b e r s  of the Se n a t e  in a n t i c i p a t i o n  o f  the f l o o r  d e b a t e  on 
C S S B  309 (Rls) th i s  m o r n i n g .  T h a n k  y o u  for y o u r  i n t e r e s t  in 
th i s  issue.

Si n cerely,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

cc: A l l  S e n a t o r s
Dr. J o y c e  M u r p h y ,  C h u g a c h  E l e c t r i c
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The B i l l  w i l l  a l l o w  the s t a t e  to p r o v i d e  c e r t a i n t y  in 
r o y a l t y  gas v a l u a t i o n  for A l a s k a  c o n s u m e r  u s e s  and N o r t h  
S l ope gas d e v e l o p m e n t .

S p e c i f i c a l l y ,  the B i l l  would:

0 A u t h o r i z e  the C o m m i s s i o n e r  of t h e  D e p a r t m e n t  of N a t u r a l
R e s o u r c e s  to a c c e p t  a c o n t r a c t  p r i c e  b e t w e e n  a state 
le s s e s  (gas producer) and a gas or e l e c t r i c  u t i l i t y  as 
the v a l u e  of the s t a t e ' s  r o y a l t y  s h are o f  p r o d u c t i o n .

0 A u t h o r i z e  the C o m m i s s i o n e r  of the D e p a r t m e n t  of N a t u r a l
R e s o u r c e s  to sell the s t a t e ' s  r o y a l t y  gas t o  a gas or 
e l e c t r i c  u t i l i t y  at a p r i c e  b e l o w  m a r k e t  value. The 
L e g i s l a t u r e  r e v i e w s  l o n g - t e r m  s a l e s  u n d e r  e x i s t i n g  law.

0 E s t a b l i s h  a r o y a l t y  v a l u a t i o n  p r o c e d u r e  w h i c h  w i l l
f a c i l i t a t e  f i n a n c i n g  for a N o r t h  S l o p e  gas pipeline.

"Gas or e l e c t r i c  u t i l i t y "  i n c l u d e s  c o o p e r a t i v e  e l e c t r i c  
u t i l i t i e s  (such as Chu g a c h ,  M a t a n u s k a ,  Homer, r u r a l  coops, 
a n d  G o l d e n  V a l l e y  E l e c t r i c ) , m u n i c i p a l  u t i l i t i e s  (such as 
A n c h o r a g e  M u n i c i p a l  L i g h t  and P o w e r ) , a n d  a gas u t i l i t y  
r e g u l a t e d  u n d e r  A S  42.05 (such as E n star).

The A c t  w o u l d  a p p l y  only to  f u t u r e  c o n t r a c t s  b e t w e e n  a 
les s e e  and a p u r c h a s e r .

A  p r e l i m i n a r y  s e t t l e m e n t  a g r e e m e n t  b e t w e e n  t h e  D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  a n d  the B o a r d  of D i r e c t o r s  of C h u g a c h  
E l e c t r i c ,  w h i c h  w o u l d  se t t l e  p e n d i n g  l i t i g a t i o n  o v e r  the 
v a l u e  of the s t a t e ' s  r o y a l t y  s hare o f  B e l u g a  gas n o w  
p r u c h a s e d  by C h u g a c h  at $ 0 . 2 6/mcf, is c o n t i n g e n t  on p a s s a g e  
of the bill. The p r e l i m i n a r y  s e t t l e m e n t  a g r e e m e n t  sets the 
p r i c e  of  B e l u g a  r o y a l t y  gas u n d e r  the e x i s t i n g  C h u g a c h  
c o n t r a c t  at $ 0 . 75/mcf.

R e v e n u e  I m p a c t : S e c t i o n  3 of the Bill, w h i c h  a u t h o r i z e s  the
C o m m i s s i o n e r  to se l l  r o y a l t y  gas t a k e n  in k i n d  to a gas o r - 
e l e c t r i c  u t i l i t y  a t  a p r i c e  b e l o w  m a r k e t  va l u e ,  c o u l d  r e s u l t  
in l o w e r  s t a t e  r e v e n u e s  in the f u t u r e  if t h i s  d i s c r e t i o n a r y  
a u t h o r i t y  is e x e r c i s e d .  The a m o u n t s  of  p o t e n t i a l  r e v e n u e  
loss c a n n o t  be p r e c i s e l y  c a l c u l a t e d ,  b u t  w o u l d  be i d e n t i f i e d  
at the ti m e  of the sale, w h e n  legii. - u t i v e  r e v i e w  w o u l d  
occur. The s tate c o u l d  a l s o  lose or g a i n  r e v e n u e  by any 
d i s p a r i t y  b e t w e e n  c o n t r a c t  p r i c e s  and m a r k e t  v a l ues, but 
this f i s c a l  i m p a c t  is n o t  p r e d i c t a b l e .

S U M M A R Y  O F  C S S B  309 (RULES)



Section-by-Sectim Analysis o f CSSB 209 (Rules)
Sectlcn 1 of the B i l l  makes several findings:

•  The best in terest of the state w i ll be served i f  the cannissioner
of Natural Resources is  authorized to estab lish the in value
roya lty  fo r gas sold to a gas or e lec tric  u t i l i t y  bv using the
contract price between the state lessee and the u t i l i t y ;

■ I t  is in the best in terest o f tha state to give the commissioner
e xp lic it discretionary authority to s a i l in kind roya lty  gas to a 
gas cor e le c tric  u t i l i t y  at a price below market valua;

9 The proper exercise o f discretion conferred by the Act w i ll support 
and complement the other energy programs o f the sta te ;

9 The state should adopt a policy fo r the sale o f roya lty  gas to gas
cir e le c tric  u t i l i t ie s  fo r in -sta te consumer use and in -sta te  
generation of e le c tr ic ity  that is  fundamentally d iffe ren t from the po lic ies of the state fo r the salB o f roya lty  o i l  and fo r the sa le 
of roya lty  gaa fo r expert from the state or fa r  uses other than in -sta ta  consuner use and in-atate generation o f e le c t r ic ity ; and

9 I t  ie in the state*s best in te rest to fa c i l i t a t e  the financing and 
construction o f a pipeline and increased gas production from the 
Prudhoe Bay reservo ir by establishing a procedures by which the state could commit i t s e l f  to a roya lty  valuation methodology fo r  aa 
long as the state takes i ts  roya lty  share o f gas production in 
value,

Section 2 adds new subsections to AS 38,05,180:
s Subsection (aa) provides that within 50 days a fte r the written 

request o f a lessee, unless the ccrmissicner makes a written 
finding based on c lear and convincing evidence that the ccntract price is unreasonably low and that a prospective reduction in 
roya lty  receipts would not be balanced by increased benefits to in -state gas and e le c tric  consumers, the commissioner sh a ll enter 
into an agreement with the lessee to  use the price established in a 
ccntract between the lessee and a gas or e le c tr ic  u t i l i t y  as the 
value of the sta te 's roya lty  share of gas production, i f  the lessee 
and the u t i l i t y  are not re la ted , "Gas or e le c tr ic  u t i li ty "‘ includes an e le c tric  cooperative organized mder as 10,25 , a 
municipal u t i l i t y , and a gas or e le c tric  u t i l i t y  regulated inder AS 
42.05 ,

•  Subsection (bb) provides that in the event of a contract between 
unrelated parties fc r the sa ls o f gas from the Prudhoe Bay reservo ir fo r delivery through a pipeline fo r  export out o f the 
stat*; the ccmmissicnar sh a ll within 90 days a fte r the written 
request c f a lessee enter in to an agreement with the lessee to  use 
the price fo r gas established in the gas sales contract as the 
value o f the sta te1 s roya lty  share of gas production, unless the



ccnmissioner makes a written finding that the contract price does 
not assure the maximum benefits to the peeple of the state in 
return fo r the s ta te 's gas resources, The lessee sh a ll hava the 
burden o f providing a l l  information necessary fo r the ccmffiissicner 
to make an infcrmed decision, and sh a ll provide c lea r and 
convincing evidence that the value of the gas is re fle c ted  by the 
gas sales contract price rather than being attributed to 
transportation , marketing, or other p ro f it  or cost centers.

Section 3 adds a new subsection to AS 38.05.182:
* Subsection (h ) provides that the commissioner may s e l l  roya lty  gas 

‘taken in kina to a gas or e lec tric  u t i l i t y  at less than the market 
value Df the gas, i f  the connissicner, a fte r considering the
consumer benefits , ether benefits, and detriments o f the sa le ,
makes a written finding that the sa la is in the best in te rest of 
the state , "Gas or e lec tric  u t i li ty "  includes an e le c tric  
cooperative organized under AS 10.25, a municipal u t i l i t y ,  and a 
gas or e lec tric  u t i li t y  regulated under AS 42.05 .

Section 4 amends AS 20.05 .810(a) to  make i t  consistent with the other 
provisions o f the Act,
Section 5 provides that the proposed AS 26 .05 .100 (38 ), which would be 
eriacteaTy Section 2 cf the Act, applies to agreements to estab lish the in 
value roya ltie s  on gas production that is scld under a contract entered 
in to cn cr a fte r the e ffec tive  date of the act between the s ta te 's lessee 
and a gas or e le c tric  u t i l i t y .
Section 6 provides an immediate e ffec tive  date.



Y u k o n  Pa c if ic  C o r p o r a t io n

March 18, 1986

Rep. Mike Davis
Pouch V -  Mail Stop 3100
Juneau, AK 99811
Raj Position Paper/SB 309
Dear Mr. Davis:
1. Yukon Pac ific  Corporation is  an Alaska-baaed company working to 

hring about the Trans Alaska GaB Syotem (TAGS) a p ipeline to tide­
water f o r  shipment o f lique fied  natural gas (LNG) to Asian markets.

2. Financing and construction o f a m u lt ib illio n  d o lla r  system 
requires tha a b i l i t y  to make long-term contracts with certainty 
that the state w i l l not la te r  come along and change the prica of 
the State 's roya lty  gas. Pass-through provisions are not pos­
s ib le  in the in ternationa l market.

3. SB 309 in i t s  o rig in a l form would have addrassed the problem by 
requiring the State to accept the price o f the gas under long-term 
contracts when i t s  roya lty  share in taken in value. SB 309 as 
passed by the Senate confirms the State's contention, now being 
challenged in court, that i t  does have the right to revalue gas 
under contract. The b i l l  then makes certain "exceptions" to allow 
Che s ta te 's  u t i l i t i e s  to have the certainty in long-term contract 
prices they believed they had before the Commiasioner's decision 
in 1985 to ra ise  Beluga in-value prices.

4. Yukon P ac ific  has sought ianguage in SB 309 that would give i t  a 
sim ila r "exception" to allow  the Commissioner to agree to long- 
Lerm contract pricos i f  curtain findings are made. Thu language 
contained in SB 309 would allow  the Commissioner to ace to i t  chat 
producers could keep the ir price commitments to buyers o f North 
Slope gas i f  the Commissioner was certain the transaction was both 
arms-length and did not u n fa ir ly  diminish the value o f the gn« by a ttribu ting  greatar p ro fits  to transportation or marketing.

5. Yukon Pac ific  would urge the follow ing changes to the leg is la t io n , i f  the issuo la not f i r s t  settled  in court:
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a. The flO-called "exception" Bhould be broadened to a l l  
new gas contracts so long as the state Maintains the 
a b i li t y  to prospectively take and s e l l i t s  gas on an
in-kind basis during the l i f e  of the contract.
The state may be protected by agreeing to a formula 
for transportation and for processing charges up front, 
before the Commissioner makes the findings to go with 
the contract.

b. T h a . a r m s  length clause in the N o r t h  Slope contract c o u l d  

p r e v e n t  a contract p rice d e c i s i o n  by  the State if N o r t h

S l o p e  p r o d u c e r s  take any interest in a gas pipoline. In

A N G T S  this was the case and it is lik e l y  the case in TAGS.

T h e  S t a t e  is protected  by tha p a r a l l e l  f i nding that the 

m a r k e t  v a l u a  of the gas is appropriate. H a d  such a 

. f i n d i n g  b e e n  m a d e  by  the Commis s i o n n r  befo r e  l e s s - t h a n -  

a r m s - l e n g t h  transactio ns wer e  m a d e  to construct TAPS, 

the P h i l l i p s - M a r a t h o n  L N C  plant, and the C o l l i e r  Chemical 

Plant, it is our belie f that e x p ensive and disru p t i v e  

legal b a t t l e s  on app r o p r i a t e  val u e s  of w e l l h e a d  oil or 

gas could ha v e  b e e n  avoided.

6. In conclusion, while Yukon Tacific believes this legislation may 
not have been necessary if the pending court enses were allowed 
to come to a conclusion, the company also believes that broadened 
legislation, removing the proscription on less than arms length 
transactions, could provide the stability in royalty policy 
necessary to 9ign long-term contracts and to finance new projects.

P l e a s e  p a s s  this information along to the Com m i t t e e  at the h e a r i n g  on

Wedne s d a y ,  M a r c h  19.

W i t h  best regards.

Sincerely,

John Horn 
Vice Chairman

JH:BH
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M a r c h  19, 1986

Y u k o n  P a c i f i c ' s  
3 / 1 8 / 8 6  l e t t e r  o n  
S B  309

Orl, G a s  a n d  M i n i n g - A n c h o r a g e

I h a v e  t h e  f o l l o w i n g  c o m m e n t s  on  t h e  Y u k o n  P a c i f i c  p o s i t i o n  
p a p e r  o n  S B  309, d a t e d  M a r c h  18, 1986, a n d  a d d r e s s e d  to  
R e p r e s e n t a t i v e  M i k e  Davis.

* T h e  l e t t e r  c o n s i s t e n t l y  c o n f u s e s  t h e  t e r m s  " p r i c e "  a n d  
"va l u e " .  W h e n  t h e  s t a t e  t a k e B  r o y a l t y  in v a l u e ,  it r e c e i v e s  t h e  
v a l u e  o f  t h e  gas; w h e n  it t a k e s  r o y a l t y  in k i n d ,  it r e c e i v e s  a 
P r i c e . A c c o r d i n g l y ,  t h e  s t a t e  d o e s  n o t  " c h a n g e  t h e  p r i c e "  of 
r o y a l t y  o n  g a s  p r o d u c t i o n  t a k e n  in va l u e .  R a t h e r ,  i t  m e r e l y  
e n f o r c e s  l e a s e  p r o v i s i o n s  w h i c h  p r o v i d e  t h a t  v a l u e  is n o t  
e x c l u s i v e l y  d e t e r m i n e d  b y  t h e  p r i c e  e s t a b l i s h e d  b y  t h e  p r o d u c e r ' s  
s a l e s  c o n t r a c t .  T h i s  is a n  e s s e n t i a l  d i s t i n c t i o n .  F o r  insta n c e ,  
H o r n ' s  c o n f u s i o n  b e t w e e e n  " p r i c e "  a n d  " v a l u e "  is t h e  p r e d i c a t e  
f o r  h i s  i n s i n u a t i o n  t h a t  " u n c e r t a i n t y "  is a t t r i b u t a b l e  t o  t h e  
s u p p o s e d  v a g a r i e s  o f  s t a t e  a d m i n i s t r a t i o n ,  w h e r e a s  t h e  c r i t i c a l  
u n c e r t a i n t y  is c a u s e d  i n s t e a d  b y  t h e  i n a b i l i t y  t o  p r e d i c t  the 
m a r k e t p l a c e  o v e r  time.

* T h e  l e t t e r  i g n o r e s  t h e  f a c t  t h a t  Y u k o n  P a c i f i c  h a s  a l w a y s  
h a d  t h e  a b i l i t y  t o  o b t a i n  " c e r t a i n t y "  a s  t o  r o y a l t y  c o n t r a c t  
" p r i c e "  t h r o u g h  a c o n t r a c t  f o r  in k i n d  r o y a l t y  g a s  p a r a l l e l i n g  
a n y  s a l e  of w o r k i n g  i n t e r e s t  gas. I n d eed, as i n d i c a t e d  above, 
t h e  o n l y  w a y  t h e  s t a t e  c a n  c o m m i t  i t s e l f  n o t  t o  c h a n g e  a r o y a l t y  
" p r i c e "  (as o p p o s e d  t o  a r o y a l t y  " value") is in  t h e  c o n t e x t  o f  a 
sa l e  o f  g a s  t a k e n  i n  kind.

* T h e  i n s i n u a t i o n  t h a t  t h e  s t a t e ' s  l e g a l  c a s e  is w e a k  is 
e n t i r e l y  false. I f  t h e  p r o d u c e r s a n d  u t i l i t i e s  h a d  t h o u g h t  t h e y  
h a d  l o n g - t e r m  c o n t r a c t  p r i c e s  c o n t r o l l e d  ' inn/aTue'_r o y a T t i e s y — th e y —  
w o u l d  n o t  h a v e  h a d  " p a s s - t h r o u g h "  c l a u s e s  in t h e i r  s a l e s  
c o n t r a c t s .  M o r e  e x p l i c i t l y ,  h a d  P h i l l i p s ,  M a r a t h o n ,  U n i o n ,  a n d  
E n s t a r  r e a l l y  f e l t  t h e i r  l i t i g a t i o n  c h a n c e s  t o  b e  so f a v o r a b l e ,  
t h e y  w o u l d  n o t  h a v e  a l l  e n t e r e d  i n t o  s e t t l e m e n t s  s o  c l e a r l y  
f a v o r a b l e  t o  t h e  state. E v e n  t h e  C h u g a c h  s e t t l e m e n t  w i l l  b r i n g
t h e  s t a t e  t h r e e  t i m e s  t h e  a m o u n t  o f  r o y a l t y  t h a t  C h u g a c h  a n d  t h e  
p r o d u c e r s  a s s e r t e d  w a s  due.
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to: K a y  Brown, D i r e c t o r  oats

D i v i s i o n  o f  o i l  a n d  G a s  
a n d  N e d  F a r q u h ' r ,  S p e c i a l  Assistant/FiLE n o 

L e g i s l a t i v e  L i a i s o n
D e p a r t m e n t  o f  N a t u r a l  Resourrses’HONE n o

f r o m : H a r o l d  M. B r o w n  S u b j e c t

A t ^ m r n e v ^ G e n e r a l

By: M a r k  P. W o r c e s t e r
A s s i s t a n t  A t t o r n e y  G e n e r a l
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K a y  B r o w n ,  D i r e c t o r
D i v i s i o n  o f  O i l  a n d  G a s
a n d

* U p  f r o n t  a g r e e m e n t  to  a 
a m o n g  t h e  gas, p r o c e s s i n g  c o s t s  
s a l e s  c o n t r a c t s  i n  u n r e a l i s t i c ,  
f i n a l  r e s o l u t i o n  o n  T A P S  c h a r g e s ,  a n d  t h e  s h i p p i n g  c h a r g e  i s s u e s  
f o r  N o r t h  S l o p e  o i l  a r e  in l i t i g a t i o n  in t h e  A m e r a d a  H e s s  case.
It t o o k  y e a r s  t o  r e s o l v e  t h e s e  i s s u e s  w i t h  P h i l l i p s  a n d  M a r a t h o n .  
It w o u l d  b e  d i f f i c u l t  f o r  t h e  d e p a r t m e n t  t o  m a k e  s o u n d  d e c i s i o n s  
on s u c h  a p p o r t i o n m e n t  "up fr o n t "  - e s p e c i a l l y  w i t h i n  a 90 d a y  
t i m e  frame.

* T h e  p r e s e n t  b i l l  w o u l d  n o t  r e q u i r e  t h e  d e p a r t m e n t  t o  
a g r e e  t o  a f o r m u l a  t o  a p p o r t i o n  a N o r t h  S l o p e  g a s  c o n t r a c t  p r i c e  
a m o n g  p i p e l i n e ,  l i q u e f i c a t i o n ,  s h i p p i n g  a n d  t h e  gas. F o r  
i n s t a n c e ,  t h e  s a l e s  c o n t r a c t  c o u l d  b e  b e t w e e n  t h e  p r o d u c e r s  a n d  
Y u k o n  P a c i f i c  at t h e  N o r t h  Slope, w i t h  Y u k o n  P a c i f i c  m a r k e t i n g  
t h e  g a s  in J a p a n .  T h e  b i l l  d o e s  n o t  r e q u i r e  a g r e e m e n t  as t o  an 
a p p o r t i o n m e n t  f o r m u l a  - o n l y  a  f i n d i n g  t h a t  t h e  v a l u e  o f  t h e  g a s  
h a s  n o t  b e e n  d i v e r t e d  t o  t r a n s p o r t a t i o n  o r  o t h e r  c o s t  o r  p r o f i t  
cen t e r s .

* T h e  a p p o r t i o n m e n t  i s s u e  w i l l  b e  a s i g n i f i c a n t  i s s u e  if 
t h e  f i r s t  s a l e  of  N o r t h  S l o p e  g a s  is d i r e c t l y  t o  t h e  J a p a n e s e .
Mr. H o r n  w o r k e d  w i t h  P h i l l i p s .  P h i l l i p s  a r g u e d  in t h e  C o o k  I n l e t  
L N G  l i t i g a t i o n  t h a t  u n d e r  a " p r o p e r "  ( from P h i l l i p s '  p e r s p e c t i v e )  
n e t b a c k  m e t h o d ,  t h e  v a l u e  s h o u l d  b e  a p p o r t i o n e d  a c c o r d i n g  t o  t h e  
a m o u n t  i n v e s t e d  in  e a c h  seg m e n t ,  s i n c e  t h e  p i p e l i n e ,  L N G  
f a c i l i t y  a n d  L N G  t a n k e r s  h a v e  g r e a t  u p  f r o n t  c o s t s ,  t h i s  w o u l d  
h a v e  r e s u l t e d  in a v e r y  l o w  n e t b a c k  v a l u e  f o r  t h e  gas. I n  fact, 
t h e  g r e a t  p r o f i t s  o f  t h e  P h i l l i p s / M a r a t h o n  L N G  p l a n t  c a m e  f r o m  an 
i n c r e a s e  in t h e  v a l u e  of  t h e  gas: it w a s  e c o n o m i c  r e n t  f r o m  t h e  
f o r t u i t o u s  w o r l d w i d e  e s c a l a t i o n  of e n e r g y  p r i c e s  t h a t  c r e a t e d  
t h e  l a r g e  p r o f i t s .  I a m  c o n f i d e n t  t h a t  a n y  f o r m u l a  w h i c h  
P h i l l i p s  w o u l d  h a v e  p r o p o s e d  "up fro n t "  w o u l d  h a v e  b e e n  d e s i g n e d  
t o  d e p r i v e  t h e  r o y a l t y  o w n e r  f r o m  f u l l y  s h a r i n g  in a n y  
f o r t u i t o u s  r i s e  in t h e  v a l u e  o f  t h e  gas. A n y  s i m p l e  f o r m u l a  w o u l d
i n a p p r o p r i a t e l y  a t t r i b u t e  r i s e s  _in t h e  v a l u e  o f  t h e  g a s  t o --------
l i q u i f i c a t i o n ,  p i p e l i n e  and" s h i p p i n g ,  a n d  w o u l d  n o t  a c c o u n t  f o r  
t h e  d e p r e c i a t i o n  o f  t h e  p i p e l i n e ,  l i q u e f i c a t i o n  a n d  s h i p p o n g  
f a c i l i t i e s .

* I t  m a y  b e  w o r t h  r e i t e r a t i n g  t h a t  t h a  a b i l i t y  o f  t h e  s t a t e  
to  t a k e  its g a s  is k i n d  is a s a f e g u a r d  o f  q u e s t i o n a b l e  value.
T h e  g a s  m a r k e t  is l i m i t e d  - e s p e c i a l l y  o n  a d a y - t o - d a y  basis.
M o r e  i m p o r t a n t l y ,  t h e  s t a t e  is in a v e r y  d i s a d v a n t a g e o u s
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L e g i s l a t i v e  L i a i s o n  
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

K a y  B r o w n ,  D i r e c t o r
D i v i s i o n  o f  O i l  a n d  G a s
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m a r k e t i n g  p o s i t i o n .  N o t  o n l y  m u s t  a n y  c o n t r a c t  g o  t h r o u g h  
a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  p r o c e d u r e s  w h i c h  d i s c o u r a g e  
p o t e n t i a l  b u y e r s ,  b u t  t h e  state, u n l i k e  p r o d u c e r s , c a n n o t  c o n t r o l  
t h e  v o l u m e  of  g a s  u n d e r  a n y  in k i n d  sale*, s i n c e  t h e  s t a t e  s i m p l y  
t a k e s  a p e r c e n t a g e  o f  w h a t  t h e  a m o u n t  p r o d u c e d  u n d e r  t h e  lessees' 
s a l e s  c o n t r a c t s .

* T h e  s u g g e s t i o n  t h a t  " e x p e n s i v e "  l i t i g a t i o n  c o u l d  h a v e  
b e e n  a v o i d e d  h a d  S B  3QS b e e n  o n  t h e  b o o k s  s o o n e r  is i n c r e d i b l e .  
C e r t a i n l y ,  it h a s  b e e n  e x p e n s i v e  t o  l i t i g a t e  T A P S  a n d  t h e  
P h i l l i p s  L N G  ca s e s .  Hov/ever, it h a s  p r i m a r i l y  b e e n  " e x p e n s i v e "  to 
t h e  o i l  c o m p a n i e s ,  sir.ee t h e y  h a v e  b e e n  r e q u i r e d  t o  p a y  h u g e  
s u m s  t o  t h e  state. M o r e o v e r ,  it is d i s i n g e n u o u s  t o  s u g g e s t  t h a t  
t h e  P h i l l i p s / M a r a t h o n  L N G  d i s p u t e s  c o u l d  h a v e  b e e n  a v o i d e d  if SB 
309 h a d  b e e n  i n  p l a c e  w h e n  t h a t  p r o j e c t  w a s  b u i l t .  P h i l l i p s  and 
M a r a t h o n  b o t h  s t r e n u o u s l y  a r g u e d  t h a t  t h e  J a p a n  s a l e s  p r i c e * c o u l d  
n o t  b e  u s e d  t o  d e t e r m i n e  t h e i r  r o y a l t y  o b l i g a t i o n .  I n s t e a d ,  t h e y  
a r g u e d  t h a t  t h e i r  r o y a l t y  w a s  c o n t r o l l e d  b y  t h e  l o c a l  m a r k e t  
p r i c e  ( w h i c h  t h e y  a c k n o w l e d g e d  c o u l d  c h a n g e  o v e r  t i m e ) .  U n i o n ' s  
d i s p u t e  a l s o  c o u l d  n o t  h a v e  b e e n  r e s o l v e d  b y  a S B  309, s i n c e  it 
d o e s  n o t  B e l l  i t s  gas, b u t  r a t h e r  t r a n s f e r s  it f r o m  its 
p r o d u c t i o n  t o  its c h e m i c a l  d i v i s i o n .  T h e  o n l y  r e a s o n  t h a t  J o h n  
H o r n  i3 t o u t i n g  a n e t b a c k  f o r  Y u k o n  P a c i f i c ,  a f t e r  h e  a d a m a n t l y  
o p p o s e d  a n e t b a c k  vh e n  w o r k i n g  f o r  P h i l l i p s ,  is b e c a u s e  t h e  
m a r k e t  is n o w  d i f f e r e n t ,  a n d  Y u k o n  P a c i f i c  b e l i e v e s  t h e  r o y a l t y  
w i l l  b e  l o w e r  u s i n g  a n e t b a c k  f r o m  t h e  J a p a n  p r i c e  ( e s p e c i a l l y  if 
t h e y  c a n  m a n i p u l a t e  t h e  n e t b a c k  " f o r m u l a " )  t h a n  it  w o u l d  b e  if 
t h e  r o y a l t y  w e r e  c o n t r o l l e d  b y  l o c a l  m a r k e t  v a l u e s .  T h i s  
i l l u s t r a t e s  t h a t  t h e  m o s t  c o n s i s t e n t  " p r i n c i p l e "  g u i d i n g  t h e  
i n d u s t r y ' s  s t a n c e  o n  r o y a l t y  p o l i c y  is t h a t  r o y a l t i e s  s h o u l d  b e  
m i n i m i z e d ,

* I t  n o w  l o o k s  l i k e  a r e a l  p u s h  w i l l  b e  m a d e  t o  a m e n d  t h e  
(bb) s u b s e c t i o n  in  S B  309 - a t  l e a s t  to  r e m o v e  t h e  r e s t r i c t i o n  to 
a r m ' s - l e n g t h  c o n t r a c t s .  I h a v e  a n  a d d i t i o n a l  s u g g e s t i o n  o n
p o s s i b l e  a m e n d m e n t s .  I b e l i e v e  t h a t  it. w o u l d  b e - i m p o r t a n t - t h a t ----
t h e  c o m m i s s i o n e r  h a v e  t h e  p o w e r  t o  c o n d i t i o n a l l y  a p p r o v e  t h e  u s e  
of c o n t r a c t  p r i c e .  I t h i n k  t h a t  t h e  p o w e r  e x i s t s  now, s i n c e  a 
c o m m i s s i o n e r  c o u l d  r e j e c t  a p r o p o s a l ,  a n d  i n  t h e  d e c i s i o n  
a c c o m p a n y i n g  t h e  r e j e c t i o n  s t a t e  t h e  c h a n g e s  w h i c h  w o u l d  m a k e  the 
p r o p o s a l  s a t i s f a c t o r y .  H o w e v e r ,  it m a y  b e  d i f f i c u l t  f o r  a 
c o m m i s s i o n e r  t o  t a k e  s u c h  a c t i o n s  b e c a u s e  of p o l i t i c a l  p r e s s u r e s  
n o t  t o  " o b s t r u c t "  s i g n i f i c a n t  p r o j e c t s .  I t  m a y  b e  e a s i e r  for a 
c o m m i s s i o n e r  t o  i n s i s t  u p o n  c h a n g e s  t o  p r o t e c t  t h e  s t a t e ' s
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N e d  F a r q u h a r ,  S p e c i a l  A s s i s t a n t /  
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D i v i s i o n  o f  O i l  a n d  G a s
a n d

r o y a l t y  i n t e r e s t  i f  t h e  a u t h o r i z i n g  s t a t u t e  e x p r e s s l y  
c o m p r e h e n d e d  t h a t  t h e  c o m m i s s i o n e r ' s  r o l e  w o u l d  g o  b e y o n d  m e r e l y  
t a k i n g  o r  l e a v i n g  an  o i l  c o m p a n y  p r o p o s a l .  T h i s  k i n d  of 
a u t h o r i t y  w o u l d  b e  e s p e c i a l l y  i m p o r t a n t  w h e r e  t h e  p r o p o s a l  c a l l e d  
u p o n  t h e  c o m m i s s i o n e r  t o  a g r e e  t o  a p p o r t i o n m e n t  of  a d e s t i n a t i o n  
p r i c e  a m o n g  t h e  gas, p i p e l i n e ,  s h i p p i n g  a n d  l i q u e f i c a t i o n  
s e g m e n t s .
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ENSTAR ENSTAR Natural Gas Company
3C00 Scerara Read 
? 0  Sox 6298 
Ancnorage. —‘asKa 99502 
90') 277-5551

Apr i l  25 ,  1985

Dear Sena to r  F a i k s :

The S t a t e  has announced i t  in tends t o  in c rease  the p r i c e  paid f o r  r o y a l t y  
gas which we r e c e i v e  pu rsuan t  t o  a c o n t r a c t  en te red  in t o  in 1960 and l a s t  
r e n e go t i a t e d  in 1974 , with Marathon and Union, our  s u p p l i e r s  a t  the  Kenai gas 
f i e l d .  The A dm in i s t r a t i o n  says  I t  is  compe l led t o  t a k e  t h i s  a c t i o n  In o r d e r  t o  
g e t  a f a i r  market  v a lu e  f o r  I t s  r o y a l t y  gas and s top  a " s u b s id y " .  The Adminis­
t r a t i o n ' s  s ta temen ts  a re  m is l e a d in g .  The S t a t e  Is  r e c e i v i n g  f a i r  v a lu e .  There 
i s no subs idy .  There  Is  no requ i rement  f o r  the Adm in i s t r a t i o n  t o  t ake  such 
a c t i o n .  Wi thout  p ropos ing r e g u l a t i o n s ,  ho ld ing  h e a r in g s ,  or g i v in g  those  
3 f f e c t e d  an o p p o r t u n i t y  t o  be heard, the  Adm in i s t r a t i o n  would use the  S t a t e ' s  
monopoly power t o  e xac t  an e xce s s i v e  p r i c e  from the consumers.

H i s t o r i c a l l y ,  the  v a lu e  o f  the r o y a l t y  sha re  o f  gas committed t o  a l ong ­
term c o n t r a c t  has been cons ide red  t o  be the p r i c e  e s t a b l i s h e d  by the c o n t r a c t ,  
i f  t h a t  p r i c e  was s e t  by un r e l a t e d  p a r t i e s  in arm's  length n e g o t i a t i o n s .  Since 
gas t r a n sm is s i o n  systems r e q u i r e  mass ive c ap i t a i  inves tments ,  iong-te rm con­
t r a c t s  f o r  p r oduc t i o n  a r e  a c h a r a c t e r i s t i c  o f  the  bu s ine s s .  Withou t  l ong - te rm 
c o n t r a c t s ,  p i p e l i n e s  would no t  have been b u i l t .  In o rd e r  t o  a ssu re  the  market ­
a b i l i t y  o f  the  p i p e l i n e ' s  o u t  put ,  good bus iness  p r a c t i c e  r e q u i r e s  a p r i c i n g  
mechanism t h a t  w i l l  d e l i v e r  the p roduct  a t  a c ompe t i t i v e  p r i c e .  The f r e e  market  
system b a s i c a l l y  has d i c t a t e d  the  bus iness  p r a c t i c e s  we have f o l l ow ed .

R o y a l t y  owners In a number o f  s t a t e s  have a t t a cked  the  long fo l l ow ed  
p r i n c i p l e  t h a t  f a i r  va lue  is determined by arm's  length neg o t i a t ed  p r i c e s ,  with 
mixed r e s u l t s .  C ou r ts  in A la ska  have no t  r u l e d  on the is sue ,  but ENSTAR be­
l i e v e s  t h a t  the  p r e v a i l i n g  and e q u i t a b l e  view is  t h a t  f a i r  v a lu es  a r e  determined 
by a rm's  length n e g o t i a t i o n s ,  n o t  by b u r e a u c r a t i c  e d i c t .

The A dm in i s t r a t i o n  c la im s  t h e r e  is  a subs idy  because the  p r i c e  the  S t a t e  Is 
r e c e i v i n g  under ENSTAR's l ong - te rm  c o n t r a c t  is  l e s s  than the p r i c e  ENSTAR is 
paying f o r  gas we more r e c e n t l y  neg o t i a t ed  t o  purchase . That purchase c ove rs  
f i f t e e n  y e a r s ,  canno t  be t e rm ina ted ,  and has known p r i c i n g  terms. The S t a t e ' s  
r o y a l t y  can be te rm ina ted  on s i x  months n o t i c e  (and then taken " i n  k i n d " ) .  The 
S t a t e  ma in ta in s  i t  can u n i l a t e r a l l y  " r e p r i c e "  I t s  gas a t  any t ime wh i le  taken as 
r o y a l t y - I n - v a I u e .  No w i l l i n g  buyer  would purchase gas from the S t a t e  under such 
cond i t l o n s .

During the  1 960 ' s  ENSTAR was sub jec ted  t o  c r i t i c i s m  in Juneau because seme 
p o l i t i c i a n s  b e l i e v e d  ENSTAR pa id t o o  much under the  ve ry  same c o n t r a c t  on which
DNR now says ENSTAR is pay ing t o o  l i t t l e .  We ( o u r  cus tomers )  paid the  p r i c e  
necessa ry  t o  g e t  the  commitment o f  h a l f  a t r i l l i o n  cub ic  f e e t  o f  gas f o r  20

Tne F a i r  Va lue o f  Gas Committed t o  a Long-Term Con t ra c t  
I s  The Arm's Length Nego t ia ted  P r i c e

Our Customers Are Not Being Subs id i7e r i  bv the  S ta te

• * 1
. --J "  o
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/ e a r s .  We ( o u r  cus tome rs )  t o o k  the  r i s k  t h a t  gas p r i c e s  would go down, n o t  up. 
"he S t a t e  r e c e i v ed  what was then c on s id e r ed  t o  be a high p r i c e ,  gua ran teed  f o r  
the  l i f e  o f  the  c o n t r a c t .

Our cus tomers  pa id  the  marke t  p r i c e  f o r  the  r i s k  they  t o o k .  Gas p r i c e s  
have gone up, no t  down. Now th e  S t a t e  in e f f e c t  would c o n f i s c a t e  the  v a l u e s  the  
consumers pa id f o r .  Now the  S t a t e  m a in t a in s  t h a t  w i t h o u t  t h i s  c on f  i - sca t ion ,  i t  
is s u b s i d i z i n g  the  consumers. Ba loney .

A la ska  is  unique in t h a t  the  Fede ra l  and S t a t e  governments  c o n t r o l  s ub s t a n ­
t i a l  l y  a l l  r o y a l t y .  The governments have a monopoly and i t  i s  no t  p o s s i b l e  t o  
n e g o t i a t e  r o y a l t y  v a l u a t i o n  te rms o f  l e a s e  agreements .  Terms a r e  d i c t a t e d ,  no t  
n e g o t i a t e d .  Th i s  i s  e f f e c t i v e l y  a monopoly a c t i o n  a t  work,  n o t  a f r e e  marke t .  
ONR admit ted in an i n t e r n a l  memorandum t h a t  i t s  p r e s e n t  p r i c i n g  p r opo sa l  would 
" f u r t h e r  i t s  r e l a t i o n s  with the  ANCSA c o r p o r a t i o n s . . .  and lend s u p p o r t  t o  
c u r r e n t  f e d e r a l  r o y a l t y  l i t i g a t i o n . . . " .  I f  b u s in e s s  c o r p o r a t i o n s  made p r i c i n g  
d e c i s i o n s  in c o n c e r t  with o r  t o  accommodate o t h e r  s u p p l i e r s ,  they p r obab ly  would 
be s u b j e c t  t o  p r o s e c u t i o n .

When we, as pu r ch a se r s ,  e n t e r  i n t o  a l ong - te rm  c o n t r a c t  with a p r o du c e r ,  we 
a re  no t  assu red  o f  the r o y a l t y  sha re  s in c e  the  S t a t e  r e t a i n s  the  r i g h t  t o  t a k e  
i t s  gas in k ind .  Ye t  we must t ake  the  r o y a l t y  s h a r e ,  no m a t te r  what p r i c e  may 
be exac ted .  O b v io u s l y ,  i f  a f r e e  market  p r e v a i l e d ,  we s imp ly  would n o t  pu rchase  
S t a t e  r o y a l t y  on such terms .  The concep t  o f  th e  S t a t e  r e c e i v i n g  f a i r  v a l u e  f o r  
i t s  r e s o u r c e s  does no t  mean i t  can use i t s  monopolv power t o  squeeze the  l a s t  
b i t  o f  revenue f rom the consumer. I t  does mean r e c e i v i n g  the v a lu e  t h a t  would 
be a r r i v e d  a t  in a f r e e  market  system. That i s  e x a c t l y  what a rm 's  l eng th  
n e g o t i a t i o n s  do.

For 25 y e a r s  the  S t a t e  has accepted a rm 's  l eng th  n e g o t i a t e d  p r i c i n g  as 
r o y a l t y  v a lu e .  We b e l i e v e  i t  is  u n f a i r  and p r o b ab ly  un law fu l  f o r  t h e  S t a t e  t o  
r e v e r s e  t h i s  acceptance  In the  p r e s e n t  s i t u a t i o n ,  with no r e g u l a t i o n s ,  no p u b l i c  
he a r i n g s ,  and no c o u r t  d e c i s i o n s .

We a r e  t r y i n g  t o  work with the  S t a t e  A dm in i s t r a t i o n  and o t h e r s  t o  deve lop  a 
l e g i s l a t i v e  o r  a d m in i s t r a t i v e  s o l u t i o n  t o  t h i s  p rob lem , and a r e  p r e p a r i n g  t o  
in fo rm the  p u b l i c  as t o  i t s  scope and e f f e c t  in the  e v en t  these  e f f o r t s  a r e  no t  
s u c c e s s f u I .

The S t a t e  is  Using Monopoly Power 
t o  Exact  an Ex c e s s i v e  P r i c e  f rcm the  Consumers

C o r d l a l I y ,

ENSTAR Natu ra l  Gas Company

B i l l  8 .  Hickman 
Ex ecu t i v e  V ice P r e s i d e n t

BBH/dms
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D e c e m b e r  12, 1984

The Hono rab le  Jan Fa ik s  
A laska Sta+e S ena to r  
1024 West 6 th  Avenue, S u i t e  202 
Anchorage, A la ska  99501

Dear Jan:
I have you r  September 6 l e t t e r  and w i l l  t r y  t o  respond in w r i t i n g ,  

somewhat as t o  the  handout you r eque s ted .  We have been q u i t e  busy 
through t h i s  week, but shou ld  have seme t ime a f t e r  t h a t  f o r  the  meeting 
with the  Anchorage Caucus i f  t h a t  I s  s t i l l  d e s i r e d .  ( J u r y  duty  Decem­
ber 1 6 - 2 1 ) .

I w i l l  respond In t h i s  l e t t e r  t o  the  " su b s id y "  a l l e g a t i o n ,  and 
r e l a t e  the h i s t o r y  o f  gas in Cook I n l e t  in a memorandum, a t t a ched .  The 
a l l e g a t i o n  i s  f h a t  our  p r i c e  (and Chugach's ) p ayab le  t o  the  p roduce rs  
f o r  gas n eg o t i a t e d  and c on t r a c t e d  many y e a r s  ago i s  below the p r i c e  a t  
which gas would be n eg o t i a t e d  a t  p r e s en t ,  and t h a t  the p r i c e  d i f f e r e n ­
t i a l ,  app l i e d  t o  tha  S t a t e ' s  r o y a l t y  i n t e r e s t  in t h a t  gas , c o n s t i t u t e s  
a subs idy from S t a t e  r e s i d e n t s  who a r e  no t  u se r s  o f  t h a t  gas ( o r  
e l e c t r i c i t y  made f rom i t )  t o  those  S t a t e  r e s i d e n t s  who do use the gas 
( o r  e l e c t r i c i t y  made f rom I t ) .

Those who a l l e g e  a subs idy appear no t  t o  comprehend the c h a r a c t e r  
o f  the  n a tu r a l  gas bus iness ,  and I hope t h i s  l e t t e r  w i l l  be o f  some 
he lp in t h a t  r e s p e c t .  Natura l  gas , u n l i k e  o i l ,  r e q u i r e s  a r e l a t i v e l y  
l a r g e  Inves tment f p r  d e l i v e r y  t o  market .  The Inves tment is  f o r  r e l a ­
t i v e l y  l a rge  p i p e l i n e s  and compresso r s ,  ( c r y o g e n i c  p r o c e s s in g ,  s t o r a g e ,  
and sh ip s  In the case o f  LNG, l i q u e f i e d  n a tu r a l  g a s ) .  The inves tment 
cannot  be made w i thou t  long term c o n t r a c t s  a t  known p r i c i n g ,  g e n e r a l l y  
we l l  below the then p r e v a i l i n g  d e l i v e r e d  p r i c e  o f  o i l  in o rd e r  t o  
a ssu re  a market  a g a i n s t  t h a t  c om pe t i t i o n .  E s s e n t i a l l y  many ma jo r  u se r s  
o f  na tu ra l  gas can l i t e r a l l y  switch t o  o i l  whenever o i l  can be ob ta ined  
f o r  l e s s  than gas.  The p roduce rs  run t h i s  r i s k  in deve lop ing  n a tu r a l  
gas p r odu c t i o n ,  and the p i p e l i n e / u t i l i t y  system is  exposed t o  r e l a t i v e ­
l y  much g r e a t e r  r i s k  because I t s  Investment  pe r u n i t  Is n o rm a l l y  much 
g r e a t e r  than the  p r o d u c e r ' s .  Fo r  both ,  however,  long term c o n t r a c t s  a t  
known p r i c i n g  a r e  e s s e n t i a l  and t r a d i t i o n a l  in the  In d u s t r y .  When such 
c o n t r a c t s  a r e  ab roga ted ,  as with Canadian p roduc t i o n  s ince  the  e a r l y  
7 0 ' s ,  g r e a t  d i s t r e s s  and se ve r e  r e a c t i o n  deve lo p s .  The e xp e r i e n ce  
th e re  I s  an o b j e c t  l e s son  f o r  A la sk a :  Canadian gas was a r b i t r a r i l y
r e p r i c e d ,  and l o s t  I t s  market  In the  P a c i f i c  Nor thwest  t o  OPEC o i l .  I t  
was f o l l ow ed  by dep re s s i o n  In both Canada and the  P a c i f i c  Nor thwest  and 
by d e v a lu a t i o n  o f  Canadian money and In tu rn  the  d e f e a t  o f  the  dec­
a d e s - o l d  Canadian a d m in i s t r a t i o n ,  t h i s  y e a r .
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Admit ted ly  t h e r e  has been and w i l l  be l i t i g a t i o n  on the  s a n c t i t y  
o f  c o n t r a c t s  and the  " r i g h t s "  c f  r o y a l t y  I n t e r e s t  owners ,  as with a l l  
c o n t r o v e r s i e s  both p r i v a t e  and p u b l i c .  The S t a t e  has r e c e n t l y  s e t t l e d  
with P h i l l i p s  on Nor th Cook I n l e t  gas used In I t s  LNG p l a n t ,  and t h a t  
In tu rn  has enab led us t o  ga in  access  t o  a p o r t i o n  o f  t h a t  gas , f o r  
s tandby purchases  In t imes o f  high demand.

I t  I s  my op in i o n  t h a t  a m a j o r i t y  o f  A laskan l e g i s l a t o r s  and the  
a d m in i s t r a t i o n  and the c o u r t s  w i l l  acknowledge the  s a n c t i t y  o f  con­
t r a c t s  as t o  ou r  pu rchase  o f  Cook I n l e t  gas . In my o p in i o n ,  the  
a l l e g a t i o n s  o f  subs idy  o f  gas r a t e p a y e r s  a r e  advanced In o rd e r  t o  
J u s t i f y  admit ted S t a t e  subs idy  t o  n o n - r a i l  b e l t  e l e c t r i c  u s e r s ,  as
enacted t h i s  y ea r  and may be Inc reased nex t  y e a r .

i t  Is worth no t ing  t h a t  the  S t a t e ' s  r o y a l t y  i n t e r e s t  In Cook I n l e t  
gas we buy I s  r e a l l y  r a t h e r  smal l  ( a b o u t  1 / 6th o f  l / 8 f n ,  o r  2% of  
the  26 m i l l i o n  mcf annual p r o d u c t i o n ) .  The spread between the  p r i c e  
we c u r r e n t l y  pay and the  S t a t e ' s  n e g o t i a t e d  s e t t l em en t  with P h i l l i p s  Is 
no t  n e a r l y  as wide as would be I n f e r r e d  f rom s ta tements  by seme p o l i t i ­
ca l  f i g u r e s  and o t h e r  r o y a l t y  I n t e r e s t  owners .  I t  i s  in the range o f  
SI m i l l i o n  pe r  y e a r ,  a f a r  c r y  from the  admit ted S t a t e  subs idy  t o  
n o n - r a i l  b e l t  power u s e r s .

Jan,  I hope the  f o r e g o in g  and the  a t tached  memorandum w i l l  be o f  
some I n t e r e s t  t o  the  Anchorage Caucus. F r a n k l y ,  I would p r e f e r  n o t  t o  
appear  b e f o r e  you r  group a t  t h i s  t ime ,  because we a r e  q u i t e  l i k e l y  t o
become emb ro i l ed  In the  l aw su i t  I n v o l v i n g  C IR I ,  MMS ( o l d  USGS) and
Union O i l  Company. I t  would be embar rass ing t o  me p e r s o n a l l y  t o
respond with no comment o r  o th e rw i s e  appear e va s i v e ,  when I would 
r e a l l y  l i k e  t o  make announcements t o  th e  wo r ld .

C o r d i a l l y

* ENSTAR Natura l  Gas Company

Da le  Teel 
P re s  I dent

DT/dms

* The same Anchorage Gas C o rp o r a t i o n ,  Anchorage Natu ra l  Gas, 
A la ska  Gas and S e r v i c e  Company, A la ska  P i p e l i n e  Company, e1 . e t c .
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The h i s t o r y  o f  Cook I n l e t  gas beg ins ,  I b e l i e v e ,  with the  1959 d i s c o v e r y  o f  the  
Kenai gas f i e l d  by Union and Marathon. I t  was t h i s  d i s c o v e r y ,  I b e l i e v e ,  which 
enab led Anchorage Gas C o rp o r a t i o n  t o  win the  f r a n c h i s e  re fe rendum e l e c t i o n  in the  
f a l l  o f  1959. I d i d n ' t  p a r t i c i p a t e  In the  1959 n e g o t i a t i o n s  o r  the  f r a n c h i s e  
campaign and d i d n ' t  make my f i r s t  v i s i t  t o  A laska  u n t i l  January  o f  1960. I was t o l d  
however,  t h a t  the  owners o f  Anchorage Gas C o r p o r a t i o n  had had In mind t o  b r in g  me t o  
A laska ( f r om  H ono lu lu )  t o  o r g a n i z e  Anchorage Gas C o rp o r a t i o n  as an o p e r a t i n g  company 
in 1959, even p r i o r  t o  the  Kenai d i s c o v e r y ,  when they were p lann ing  t o  d i s t r i b u t e  
propane o r  manufactured gas In Anchorage In a n t i c i p a t i o n  o f  a d i s c o v e r y .  The 
Swanson R i v e r  o i l  f i e l d  had been d i s c o ve r ed  ( 1 9 5 7  o r  1 9 58 ) ,  with gas shews but no t  
commercial  q u a n t i t i e s .  My background then was In p ropane /bu tane  and manufactu red 
gas, in Hawaii ,  and I am a g radua te  chemical e ng inee r .

We b u i l t  the  f i r s t  mar ine p i p e l i n e  In A la s k a ,  a c r o s s  Tu rnaga ln  Arm, in 1 9 6 0 - 6 1 ,  
and tu rned on gas s e r v i c e  in S o l d o tn a  and Anchorage In August o f  1961. Our f i r s t  
we l lhead c o s t  was 32 cen t s  pe r  Mcf ( thousand cub ic  f e e t ) ,  we l l  above the  n a t i o n a l l y  
r e g u l a t e d  p r i c e  o f  16 c en t s  o r  so .  Fo r  a t ime we b e l i e v e d  t h i s  c o s t  c ou ld  compete 
a g a in s t  coa l  a t  Chugach's Kn lk  Arm steam p l a n t  (now be ing m o t h - b a l l e d ) ,  and the  
powe r /hea t lng  p l a n t s  a t  E lmendor f and F o r t  R icha rdson .  Coal was then r ough ly  55 
cen ts  per Mcf e q u i v a l e n t .  We were In p a r t  r e l y i n g  on the  b e t t e r  e f f i c i e n c y  and 
l a b o r  c o s t  s av ings  f rcm gas t o  be c om p e t i t i v e  with c o a l .  The c on v e r s i o n  o f  these  
p l a n t s ,  a l l  funded by the  f e d e r a l  government, became a ho t  p o l i t i c a l  is sue ,  and i t  
was no t  u n t i l  1968 t h a t  we won o u t  a g a in s t  the  p o l i t i c s  and the  government i n e r t i a .

In the  meantime, Chevron and Texaco v i g o r o u s l y  defended t h e i r  fue l  o i l  bu s ine s s  
In Anchorage. They cu t  t h e i r  p r i c e  f rom 24 cen t s  per g a l l o n  t o  20 cen ts  pe r g a l l o n  
soon a f t e r  gas became a v a i l a b l e ,  and did heavy a d v e r t i s i n g  and took  o t h e r  a c t i o n s  
a g a in s t  the  I n t r o d u c t i o n  o f  gas. One weekend they  h i r e d  s tu den t s  t o  d e l i v e r  a smal l  
bag o f  peanuts t o  each house In Anchorage with a f l y e r  say ing —  " I f  y o u ' r e  t h i n k i n g  
o f  c on v e r t i n g  t o  gas , t h in k  aga in .  Peanuts  I s  a l l  y o u ' l l  save , so we have dec ided 
t o  g i v e  you th e  peanuts and l e t  you save the  c o s t  o f  c o n v e r s i o n . "  Th is  and many 
o th e r  un-funny c om pe t i t i v e  a c t i o n s  f o r c e d  me t o  appeal t o  Union and Marathon t o  c u t  
the  Kenai we l lhead  p r i c e  t o  24 cen ts  ( 2 5 ?  r e d u c t i o n )  t o  e nab l e  us t o  remain v i a b l e  
w i thou t  the  l a rg e  u se r s  (power p l a n t s )  o r  the  l a r g e  commercia l  who were burn ing 
heavy o i l  f rom Chevron.

In 1963 o r  so the  Be luga gas f i e l d  was d i s c o v e r e d ,  and Chevron and the  o t h e r  
p roduce rs  s igned a 2 0 - y e a r  c o n t r a c t  with Chugach a t  16 c en t s .  Th is  f a c t ,  and the  
C i t y ' s  I n s t a l l i n g  I t s  f i r s t  gas t u r b i n e ,  led me once aga in t o  appeal t o  Union and 
Marathon f o r  a we l lhead  p r i c e  r e d u c t i o n .  They agreed t h a t  any gas I c ou ld  s e l l  
above 1 .6  be fy  ( b i l l i o n  cub ic  f e e t  pe r y e a r )  t o  the  C i t y  would be p r i c e d  a t  16 
c en t s ,  wh i l e  h o ld in g  the 24 c en t s  on the rema inde r .  In t h i s  way we encouraged the  
C i t y  t o  add more gas t u r b i n e s  and compete with Chugach.
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L a t e r  In 1967 o r  so , we amended the  Kenai we l lhead  p r i c e  aga in ,  t o  put the
f i r s t  8 bc fy  a t  24 c en t s  and a l l  above 8 bc fy  a t  16 c en t s .  By t h i s  t ime we had
recove red  f rcm the  1964 ea r thquake  and found good acceptance In the  community. With 
v a r i o u s  s a l e s  t o o l s  we were r a p i d l y  g a in ing  cus tomers  and the  coa l  s u p p l i e r s  (Evan
Jones )  had shut  down so t h a t  coa l was coming f rom Hea ly  a t  a much h ighe r  p r i c e  than
gas.  U n t i l  t h i s  t ime Union and Marathon had owned h a l f  o f  our  common s tock  (n on -  
v o t i n g ) ,  but  In 1967 our  owners o f f e r e d  a p u b l i c  s a l e  o f  s to c k  (A l a s k a  I n t e r s t a t e  
Company) and bought o u t  the  Union and Marathon I n t e r e s t .

Our annual gas volume grew r a p i d l y  as we d i s p l a c e d  coa l  a t  a l l  t h r e e  power 
p l a n t s  and the  C i t y  con t inued t o  I n s t a l l  gas t u r b i n e s .  In t u r n ,  Union/Marathon 
wanted t o  r a i s e  the  we l lhead  p r i c e  and d ed ic a t e  t h e i r  gas t o  o t h e r  markets  —  
ammonia (Un i on )  and LNG (Ma ra thon ) .  They had made an agreement with Chevron t o  
" r e n t "  Kenai f i e l d  gas f o r  8 c en t s  per mcf,  but  t o  pay the  S t a t e  r o y a l t y  a t  16 
c en t s ,  which had become the  "marke t  p r i c e "  v i a  the  Be luga s a l e  as we l l  as our  
n e g o t i a t i o n s  with them. I b e l i e v e  ( b u t  do no t  know) t h a t  8 c en t s  was the  we l Ihead 
v a lu e  necessa ry  t o  make the ammonia and LNG f e a s i b l e ,  so  p r i c i n g  the  Kenai r o y a l t y  
a t  16 cen ts  was a subs idy  t o  the  S t a t e  f rom Un lon/Mara thon .

In 1967 we r e n e g o t i a t e d  Kenai gas t o  21 cen t s  and schedu led f u t u r e  e s c a l a t i o n s ,  
in o r d e r  t o  ge t  a f i rm  commitment o f  550 bc f  o v e r  a new 20 yea r  te rm, t o  1992, and 
In 1974 we again n e g o t i a t e d  t o  add a 1 9 . 4  c en t  cha rge - t o  g e t  f i rm  d e l i v e r a b 1 1  I t y  
through 1985 o f  160 m i l l i o n  cub ic  f e e t  pe r  day and 700  ps ig  d e l i v e r y  p r e s s u r e .  Firm 
d e l i v e r a b l I i t y  Is  the r i g h t  t o  ob t a in  gas on any day a t  the  c on t r a c t e d  l e v e l  d e s p i t e  
a much lower  average d a l l y  t ake  —  In ou r  case  o n l y  72  m i l l i o n  cub ic  f e e t ,  o r  a 
"swing" o f  222^. The f e d e r a l l y  r e g u l a t e d  p r i c e  a t  t h a t  t ime was about  40 c en t s ,  f o r  
110^ "sw ing " .  Thus we f e l t  t h a t  adding the  del I v e r a b i I  I t y  cha rge  gave us long term 
p r o t e c t i o n  and assu rance  o f  supp ly  In c lud ing  peak demands. I t  was we l l  t h a t  we did 
so ,  because from 1973 o r  so OPEC began t o  b r ing  chaos t o  the  p r i c e  o f  o i l ,  f o l l ow ed  
by the  embargo and the  I r a n i a n  a c t i o n s  which took  o i l  (and gas , n a t i o n a l l y )  t o  
c a t a s t r o p h i c  l e v e l s .

In 1977, aga in runn ing s h o r t  o f  del I v e r a b i I  I t y ,  we n eg o t i a t e d  with the  S t a t e  t o  
buy the  S t a t e ' s  r o y a l t y  I n t e r e s t  fro»: the  Nor th Cook I n l e t  gas f l e ' . d  op e ra t e d  by 
P h i l l i p s .  We were aware t h a t  t h i s  gas p r i c e  was v a r i a b l e  and e s c a l a t i n g ,  but  we
con s ide red  t h a t  we cou ld  meet the  e s c a l a t . n g  p r i c e  on c o n d i t i o n  t h a t  we had no
o b l i g a t i o n  t o  t a k e  t h a t  gas and would do so o n l y  t o  enab le  our  cus tomers  t o  avo id 
us ing o i l  a t  an even much h ighe r  p r i c e .  We con t inued  us ing S t a t e  r o y a l t y  gas u n t i l
we were a b le  t o  n e g o t i a t e  the  needed del Ive rab11 I t y  f rom Marathon ( a t  th e  Beaver
Creek gas f i e l d ) .  Beave r  Creek gas was I n i t i a l l y  p r i c e d  a t  5 2 . 3 2  and Inc luded 
assured long term del I v e r a b i I  I t y ,  but Is Indexed up o r  down t o  the  p r i c e  o f  t u r b i n e  
f u e l  ( o i l )  a t  the  Teso ro  r e f i n e r y ,  so  t h a t  i t s  p r e s en t  p r i c e  I s  $ 2 . 1 9 .  Th is  yea r  we 
began buying gas f rom the  Lewis R i v e r  gas f i e l d  with n e g l i g i b l e  take  o r  pay, a t  
$ 1 . 8 0 .

C l e a r l y ,  the  we l lhead v a lu e  o f  gas in A la ska  does n o t  have a d i r e c t  c o r r e l a t i o n  
t o  the wor ld p r i c e  o f  o i l ,  o r  even t o  I n f l a t i o n .  There has been, and I s ,  a s u r p l u s  
supp ly  o f  gas a v a i l a b l e  In th e  Cook I n l e t  a re a ,  and I t s  r e a l  v a lu e  Is determined by 
n e g o t i a t i o n s  o f  a w i l l i n g  buyer and a w i l l i n g  s e l l e r .  We a r e  e n t ru s t e d  by the 
A la ska  P u b l i c  U t i l i t i e s  Commission with the  r e s p o n s i b i l i t y  t o  behave p r u d e n t l y  in 
these  n e g o t i a t i o n s  and t o  make the bes t  d e a l s  we can f o r  the  i n t e r e s t  o f  ou r  custom-

I
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e r s  and ou r  owners .  There I s  perhaps an a r t ,  bu t  ve ry  l i t t l e  s c i en ce ,  In dec id ing  
wnen t o  make a deal and on what te rms .  We have been ccmpIimented by many o f  our 
a s s o c i a t e s  In the  In d u s t r y ,  by ou r  cus tomers ,  and by th e  APUC. We have been c r i t i ­
c i z e d  by e x p e r t s  a t  v a r i o u s  t imes t h a t  we have pa id  t o o  l i t t l e  o r  t o o  much. But  a 
deal Is a deal In the  r e a l  w o r ld ,  and I am proud o f  hav ing the  lowest  gas r a t e s  In 
the  coun t r y  and among the  b e s t  long term supp ly .  Where we had no customers  In 1960, 
we now s e r v e  n e a r l y  7 0 , 0 0 0  and the  b e n e f i t s  extend t o  a l l  o f  r a l l b e l t  A la ska  th rough 
In t e r c o n n e c t s  o f  e l e c t r i c  power, f rom Homer and Seward th rough the  Matanuska V a l l e y  
and soon t o  F a i r b an k s .  There  Is  no subs idy  t o  ou r  cus tomers ,  o r  t o  th e se  o t h e r s ,  
a l t hough they ,  In t o t a l ,  a r e  sav ing hundreds o f  m i l l i o n s  o f  d o l l a r s  per y e a r  as 
compared t o  what they would be spending f o r  o i l  I f  we had no t  deve loped n a tu r a l  gas 
In A la ska .

We a r e  aware o f  e f f o r t s  by CIRI and MMS ( o l d  USGS) t o  c o l l e c t  r e t r o a c t i v e  
r o y a l t y  and t o  s e t  a r t i f i c i a l  we l lhead v a l u e s  f o r  gas used by Union/Marathon 
in t h e i r  ammonla-LNG p l a n t s .  These c o n d i t i o n s  do no t  a t t a ch  t o  ou r  pu rchases ,  a l l  
o f  which were made a t  a rm s - l eng th  and e s t a b l i s h  the  r e a l  market ,  the  o n l y  t r u e  v a lu e  
o f  the  gas we buy f o r  our  cus tomers .

DT/dms
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* Sec. 2 A S  4 6 . 0 3 . 0 2 0  is a m e n d e d  b y  a d d i n g - a  n e w  s u b s e c t i o n  
to  read:

(f) Tiie d e p a r t m e n t  m a y ' m a k e  a g r a n t  t o  a - m u n i c i p a l i t y  
for t h e  e l i g i b l e  c o s t s . of' p r o g r a m s  and f a c i l i t i e s  for 
e n h a n c i n g  o r  p r o t e c t i n g  t h e  water, q u a l i t y  of s t reams, laV.es,. 
w a t e r w a y s ,  and'-..ether b o d i e s  o f  w a t e r  if t h e  c o s t s  a t e  i n c u r r e d  . 
a f t e r -J u l y  1, 1S36. T h e  g r a n t  m a y  n o t  e m c e e d  50 p e r c e n t  of 
t h e  e l i g i b l e  c o s t s  u n l e s s  t h e  d e p a r t m e n t  f i n d s  that, the 
p r o g r a m  o r  f a c i l i t y  is n e e d e d  t o  a v e r t  an  i m m e d i a t e  h a z a r d  to 
h e a l t h ,  in w h i c h  c a s e /  t h e  g r a n t  m a y  b e  u p  to  100 p [ e r c e n t  of '. 
t h e  e l i g i b l e  costs. E l i g i b l e  c o s t s  are t h o s e  n o t  f i n a n c e d  by- 
t h e  f e d e r a l  g o v e r n m e n t  and i n c l u d e  c o s t s  of t e s t i n g ,  r e s e a r c h ,
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F U R T H E R  R E F E R R A L S :

D A T E :

T h e
R E S O U R C E S

•C o m m i t t e e  h a s  c o n s i d e r e d

/ - t v . . L c  C

May 11, 1986 

S 3  324 •

" A n  A c t  r e l a t i n g  t o  g r a n t s  f o r  w a t e r  q u a l i t y  e n h a n c e m e n t  p r o g r a m s . and 
p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

a n d  r e c o m m e n d s :

[ ] d o  p a s s

[ ] d o  n o t  p a s s

[ ] d o  p a s s  w i t h  a t t a c h e d  a m e n d m e n t ( s )

[ ] n o  r e c o m m e n d a t i o n

[XX ] r e p l a c e  w i t h  HCS SB 324 C  ) [ XX] s a m e  t i t l e  

[ ] n e w  t i t l e

a n d  r e c o m m e n d s do pass

[ f u r t h e r  r e f e r r a l  t o  t h e C o m m i t t e e

a n d  a t t a c h e s :  [ ] l e t t e r  o f  i n t e n t
[ ] f i r s t  f i s c a l  n o t e
[ ] n e w  f i s c a l  n o t e
[ ] z e r o  f i s c a l  n o t e

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

Shultz

P e a r c e ~

Cst° _ —

Co-chairman jiVJ I tZ



2 n HOUSE CS F O R  SENATE BILL NO. 324 (Resources;
I

3.) IN THE LEGISL A T U R E  OF THE STATE OF A L A S K A

FO U R T E E N T H  L EGISLATURE - SECOND SESSION 

5 |j A  BILL

'jIi For an Act entitled: "An Act relating to grants for w a t e r  quality enhance-

! IN THE SENATE BY THE RESOURCES COMMITTEE

7

8

9

10 !• 

i  1 ■ 

12 -

m e n t  programs; and p r o v i d i n g  for an effective date." 

BE IT ENACTED BY THE LEGISL A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 46.03.030(c) is amended to read:

(c) There is a w a t e r  quality enhancement, w a t e r  supply, sewer- 

age^ and solid w a s t e  facilities fund created in the department to 

carry out the purposes of this section.

13 * Sec. 2. AS 46.03.030 is amended by adding a n e w  subsection to read:

14

15

16

17

18

19

20 

21 

22

23

24

(f) The department may make a grant to a m u n i c i p a l i t y  for the 

elijible costs of programs and facilities for enhancing or protecting 

the w a t e r  quality of streams, lakes, w a t e r w a y s , and other bodies of 

water if the costs are incurred after July 1, 1986. The grant m a y  not 

exceed 50 percent of the eligible costs unless the department finds 

that the p r o g r a m  or facility is n e e d e d  to avert an immediate h a z a r d  to 

health, in w h i c h  case, the grant m a y  be up to 100 percent of the 

eligible costs. Eligible costs are those not financed by the federal 

government and include costs of testing, research, education, e n f o r c e­

ment, and clean-up programs for the purpose of discovering and solving 

existing or p o t e ntial water pollution problems. A  grant m a y  be made 

5 1| under this subsection only for a water enhancement p r o g r a m  approved by

2 0ii department.

27jj * S e c - 3 - This Act takes effect July 1, 1986.
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D a t e  fi^Jerred: 5/ 8/ 86
F U R T H E R  R E F E R R A L S :

DATE: May 11, 1986

R E S O U R C E S  ... , . . . C S S S S B  334 (Res)
T h e __________________________________ C o m m i t t e e  h a s  c o n s i d e r e d _________________

•'An A c t  r e l a t i n g  t o  H a t c h e r  P a s s  P u b l i c  U s e  A r e a . "

a n d  r e c o m m e n d s :

XX]

]

]

]

]

d o  p a s s  

d o  n o t  p a s s

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

n o  r e c o m m e n d a t i o n

r e p l a c e  w i t h  _____________________________ ] s a m e  t i t l e  

] n e w  t i t l e

a n d  r e c o m m e n d s

[ ] f u r t h e r  r e f e r r a l  t o  t h e C o m m i t t e e

a n d  a t t a c h e s : l e t t e r  of  i n t e n t  
f i r s t  f i s c a l  n o t e  
n e w  f i s c a l  n o t e  
z e r o  f i s c a l  n o t e

S I G N I N G  O T H E R  R E C O M M E N D A T I O N S :
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TO: Ned Farquhar

Commissioners Office

TRAttSMITTINGCM/SPEED. ,__________DATE — £  ^ _______.TIME.

Ptt>£ FOR PROaJEM&NAME/hMER -------------------------

CCMM E N T S ______________ — ----------------------------------------------------

riLC nu:

TELEPHONE NO:

FROM. l_anC6 E. Key (fa SUBJECT. Hatcher pass Jrespass Action

Southcentral Region

" m

Here 1s a quick synopsis of the what has happened 1n Hatcher Pass,

1. Initial field inspection of the Lou Sackett Slippery Rock claim conducted

by Bill B.etlach (SCR) on 7-19-82.In conjunction with the Hatcher Pass Mngt $

Plan. A'second report was submitted by Pat Beckley (SCR) on 11-30-82,

2, A field inspection of all the Little Susitna claims was conducted by the •M  

SCR on 2-20-85, Photos taken and field report filed, •$

3,. All 'claims along the Little Su (approx. 10-12) were sent Notices of Confirmed 

Unauthorized Use, They were told to;

- remove "No Trespassing" and "Private Property" signs and

file Annual Placer Mining Applications to justify surface use improvement?-, 
and use as residences.

Notices sent on 8-28-85. Miners given until 10-31-85 to comply with removal 

or. file APMA's.

4, Majority of claims complied with removal of signs. Four claims had improvements 

equipment, residences and trash on their sites. Three filed APMA's to 

justify their surface use. »• They--were .*»

- Hungry Dog claim, Dan Lepke (date ^ f  filing not available)

- Slippery Rock claim, Lou Sackett (filed 10-22-85)

- Adeline claim, Hike McDannel (filed 9-27.-85)

5. Between 12-17-85 and 12-24-85 these three APMA's were reviewed by DOM and deniec 

(copies attached),

6, DLWM in conjunction with DOM then notified these three claim owners that

their improvements, residences, garbage and equipment were in violation 
of the regulations governing the surface use of mining claims. They were 
to remove the signs and cease residence immediately and remove the equip­

ment, improvements and garbage by 5-15-86. These notices went out between 
3-7-86 and 4-4-86.

/
/

0 2 -0 0 1 A  l«*v.  10/79) i i S F *



7. Miners are still living on the claims, and some signs are still up on

several of these claims. If compliance does not occur by 5-1S-Q6, DLWM will
ask the AG's office to begin civil action to ensure compliance.

End of current situation.

Lance E. Key 

762-2277

i



State of Alaska
Division OF MINING

Lance Key December 17, 1985

to: q l WM °*TE:

FILE NO: 

TELEPHONE NO:
561-2020

Jerry Gallagher Lepke, APMA 1852605

™M: Geologist V "  m  1 SU8JECT:

I have reviewed the request by Hr. Daniel Lepke (Annual Placer Mining

Application #852608) to live on the Hungry Dog Camp #1 and Hungry Dog Camp #2

mining claims (ADL's 355538 and 502829), store equipment and post no

trespassing signs on these claims. Comment specific to the application was 

made by the Alaska Department of Fish and Game, DNR-DLWM (Matsu Office) and 

the Alaska Center for the Environment. Mr. Lepke1s requests have been judged 

against the standards found in 11 AAC 86.145.

According the APMA #852605, Mr. Lepke's mining operation consists of a 2 M

suction dredge and portable sluice box. A "truck/campGr” is used for

processing and black sand storage. Three people work the claims all year 

according to Mr. Lepke, Living quarters include a 1 6 ‘x26' canvas quonset hut, 

an outhouse, a propane storage shed, an equipment storage shed, and a guard 

shack.

i

A review of annual labor affidavits filed by Mr. Lepke for 1983 and 1984 for 

the Hungry Dog Claim #1 indicate work was conducted between the first day of 

Hay and the last day o f ’September each year. Ho 1985 affidavit has been

received by this office to date. A field inspection of the site conducted 

Oct. 9, 1985 by Lance Key and review of the photo's from that inspection show

little surface evidence of a mining operation (tailings, disturbed ground, 

etc.) and only a small suction dredge that appears inoperative. 

A review of APMA 852605, affidavits of .annual labor, agency and public comment

and field inspection photographs support the following conclusion:

1) The Hungry Dog claims are located within 12 to 15 miles of either

Hasllla or Palmer where adequate living fac l l t ie s  are available.

2) Access to the Hungry Dog claims is provided 12 months per year by a

state maintained road,

3) Hie past, present and proposed mining activity requires only

portable equipment,

4) The trash, miscellaneous equipment, tents, sheds, etc. are not 
related to any mining activity.

5) Equipment on site, ground disturbed, and affidavits of annual
all Indicate only a small, part time mining operation is conducts 

on the Hungry Dog claims.



Based upon the above information, conclusion, and 11 AAC 85.145, the Division 
of Mining approves the following actions:

1) The applicaton by Mr. Lepke to live on the Hungry Dog claim is 

denied. The close proximity to town, year round access, level of

mining activity, and portable mining equipment do not necessitate

living on the claim. Hr. Lepke does not aeet the requirements of 

11 AAC 86.14512).

2) All » no trespassing" signs, "keep out" signs, and other signs which

restrict public access must be taken down. The signs are in

violation of 11 AAC 86.145(1)A and B.

3) A small storage shed not to exceed 6 1 x 4' will be allowed on the

claim to store mining equipment during the summer mining season.

The shed may be locked and posted with a “keep out” sign during the 

period May 1 to September 30. No equipment may be stored during 

the periods October 1 to April 30. To minimize vandalism and 

prevent unauthorized use, the storage shed must be sited so 1t Is
not visible from the Hatcher Pass road, have no windows and no heat 
source.

4) All existing tents, sheds, trash, garbage, and equipment must be 

removed from the area immediately. The area must be left in a

clean and safe condition.

JG/jd/1492v



MEMORANDUM State of Alaska

TC:

DEPARTMENT OF NATURAL RESOURCES 

DIVISION OF MINING

Lance Key date

F!LS NO:

December 1 7 , 1305

FrlOM:

TELEPHONE NO:

SUBJECT:

Sol-2020

McDannel, APMA #31056

McDannel (Annual Placer Mining 

No. 1 and 2 mining claims (ADL's

Jerry Gallagher 

Geologist V

I have reviewed the request by Mr. Michael 

application #31056) to live on the Adaline 

£05703 - 505709). Mr. McDannel states in his application for permanent living 

quarters that “the claim is under 24 hour security due to vandal ism'1.

Comments specific to this application for permanent living quarters have been 

received by the Alaska Department of Fish and Game, Department of Natural 

Resources (OLWM-Mat Su office), and the Alaska Center for the Environment.

Mr. McDannel1s request has been judged against the standards found in 11 AAC 

86.145.

According to APMA #31056, Mr. McDannel’s mining operation consists of a 2“ 
suction dredge and hand tools. Two people are used to work the claim from 

April through November. Although not specified on the APMA, a house, 

outhouse, camper and other equipment is now on the claim.

The Adaline claims were staked on May 3, 1984 and annual labor has not yet 

been entered into the mining casefile. No previous Annual Placer Mining 

Application has been submitted by Mr. McDannel. A field inspection of the 

site conducted October 9, 1985 by Lance Key ana review of the photos from that 
inspection show the presence of a 2" suction dredge and a small settling pond. .

Reveiw of APMA #31056, agency and public comment, and field Inspection . 
photographs support the following conclusions:

1) The Adaline claims are located within 10 to 15 miles of .either ^  

Wasilla or Palmer where adequate livng facflities are available?!

2) Access to the Adaline claims is provided 12 months per year by a 

state maintained road.

3) The past, present and proposed mining operation require only
portable equipment.

4) The house and miscellaneous equipment, except for the suction 
dredge, are not related to any mining activity.

5) The equipment on site and ground disturbed suggest only a small, 
part time mining operation is conducted on the Adaline claims.



r r

Based upon the above information, conclusions and 11 AAC 8S.145, the Division 

of Mining approves the following actions:

1) The application by Mr. McDannel to live on the Adaline claims is
denied. The proximity to town, year round access, level of mining
activity, and portable mining equipment do not necessitate living

on the claim. Mr. McDannel does not meet the requirements of 11
AAC 86.145(2).

2) All "Mo Tresoassing" signs, "Keep Out" signs, and other signs which 

restrict public access must be removed. These signs are in 

violation of 11 AAC 86.145 (1)A and B,

3) A''small storage shed, not to exceed 6'x4‘, will be allowed on the

claim to store mining equipment during the summer mining season.

The shed may be locked and posted with a "Keep Out" sign during the

period May 1 to September 30, No equipment may be stored on the 

claim during the period October 1 to April 30. To minimize

vandalism and prevent unauthorized use, the shed should have no 

windows and have no heat source.

4) The existing house, camper, outhouse and all assorced equipment, 

garbage and trash must be removed from the area Immediately. The 

area must be left in a clean and safe condition.

OG/jd/1494v
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M E H Q S î Q iU J ^ resources S t a t e  o f  A i a a k a
DIVISION CF MINING
Lance Key December 24, 1985

to . DLWM DATE:
k

FILE NO;

561-2020
TELEPhONE NO:

Jerry Gallagher p f L  L v - ^ C  Sackett, APMA 852932

FR0M: Geologist Y SU3JECT:

I have reviewed the request by Mr. Lloyd Sackett to live on the #8, #9 and #10 

Below Discover mining claims, commonly known as the Slippery Rock Mine (ADL 

80055 - 80057), store equipment and restrict public access. Comments specific 

to this application were made by the Alaska Department of Fish and Game, 

Department of Natural Resources (DLWM-Mat Su Office) and the Alaska Center fop 

the Environment. Mr. Sackett's requests have been judged against the 

standards of 11 AAC 86.145.

According to APMA #852932 and a letter dated Oct. 9, 1985 attached to the 

APMA, Mr. Sackett's mining operation includes 3 suction dredges (2 1/2" to 

4"), a D-6 cat, backhoe, a 10x55' trailer work shop, a 10x40' trailer for 

living, an 8x16 trailer for food storage, and a series of 2 vans, 2 campers 

and 2 pick-up trucks for equipment storage. Mr. Sackett state "I'm not living' 

on my claims, I'm safeguarding the equipment I've taken years to accumulate".

The Slippery Rock claims were staked in 1973 and a partial list of annual 

labor affidavits provided the following data;

Year Total Days Worked Period Worked

1976 30 6/23 - 9/6

1977 15 8/5 - 8/25

1978 12 4/26 - 5/25

1979 f • •• “f

1980 90 6/1 - 8/30

1981 • •*30 2/9 - S/30 .

1982 60 5/10 - 7 / 3 0 ’

1983 60 5/15 - 7/15

1984 45 5/1 - 8/15
1985 180 5/1 - 10/1

Records Indicate that Mr. Sackett filed placer mining applications in 1980 and 

1984, In addition to the current application Under consideration. There 1s 

little evidence in our records to suggest Mr. Sackett actually does very much 
mining. Field Inspections by ADF&G (see memo dated Nov. 15, 1985), DNR-DLWM 
(See memo dated Nov. 14, 1985) and field inspection by Lance Key (Oct. 9,
1985) failed to note evidence of surface disturbance (tailings, disturbed 
ground, etc.) which substantiates significant and continued mining. In 
addition, the suction dredges claimed as mining equipment are very small 1n 
relation to the D-6 cat, backhoe and extensive camp facilities. Suction 

dredges in this size range generally do not require such heavy support 
equipment.

aaootAiR««. iqitf)
T Ail
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Hr. Sackett has advertised and conducted a "yard sale" on his mining claim 
during at least the summer of 1985. Miscellaneous trailers and equipment are 

for sale and DNR photographs taken October 9, 1985 clearly show prices affixed 

to such items.

Review of APMA 852932, agency and public comment, and field inspection 

photographs support the following conclusions:

1) The Slippery Rock claims are located within 10 to 15 miles of either 

Wasllla or Palmer where adequate living facilities are available,

2) Access to the Slippery Rock claims 1s provided 12 months per year by 
a state maintained road.

3) The mining plan states the use of a 4 “ suction dredge, but the exact 

use of the heavy equipment, specifically the D-6 cat and the back hoe 

remain unclear. The dredge 1s portable on a dally basis and the 

heavy equipment can be moved seasonally.

4) The numerous trailers and miscellaneous equipment are not directly 

related to the inning operation. The D-6 cat and backhoe may be used
for mining on a limited basis but the few past APMA submittals and 

various field reports suggest only a very limited amount of actual 

mining 1s conducted at Slippery Rock.

Based upon the above information, conclusions and 11 AAC 85.145, the Division

of Mining approves the following actions:

1) The application by Mr. Sackett to live on the Slippery Rock claims is

denied. The proximity to town, year round access, level of mining 

activ i ty ,  and portable mining equipment do not necessitate living on 
the claim. Mr. Sackett does not meet the requirements of 11 AAC 
86.145(2). ‘ -

t •

2) All "No Trespassing" signs, "Keep Out" signs, and other signs which 

restrict public access must be removed. These signs are in violation 

of 11 AAC 86.145 ( D A  and B.

3) A small storage shed, not to exceed 6 ‘x 4 ‘, will be allowed on the 

claim to store mining equipment during the summer mining season. The 

shed may be locked and posted with a "Keep Out" sign during the 
period May 1 to September 30. No equipment may be stored on the 
claim during the period October 1 to April 30. To minimize vandalism 
and prevent unauthorized use, the shed should have no windows and 
have no heat source.
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4) As required for mining purposes, non-portable heavy mining equipment

may be parked on the mining claim during the summer mining season 

from May 1 to September 30 if it is used in the mining operation.

This equipment is limited to a D-6 Cat and a backhoe. During the 

period from October 1 to April 30, storage of this heavy equipment on 

the claim 1s not approved. Any use of this equipment must be 

approved prior to use through the Annual Placer Mining Application 
process.

5) The existing trailers, step vans, campers, storage sheds, smoke 

house, outhouse, living quarters, garbage and trash must be removed 

from the area. The area must be lift in a clean and safe manner.

JG/jd/1499v
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Lloyd Sackett . ' .:•■•■•
6820 A-l -«r

,V
CERTIFIED MAIL 140 343 623 
RETURN RECEIPT R£CUESTED .
'.v •. . -• ■

Jllk -sw* ■ Palnarj-Alaska : v  ■> '••*/•<>..
g ? ’.H " ■ * \ ^ v  •-*• • • ;̂ y r  • •• - ’ ./• ••.; - -■ f-5.-

Vv> -■ .. 
•.. 1 V. ' .VL«

.'"I*)’ ’ • .

Re: Surface Uae of the “Slippery Rock” Mining Claim . 
ACL 8C055-57

‘ ■ vi *VA.' •'• ,i ' ■ •,

‘fy\.Dear Mr. Sackett i
.. • v i'?:. e .• • *»

The Division of Land and Water Management has recently reviewed the decision v;>i; ,. i 
. . of the Division of Mining concerning your Annual Placer Mining Application :-

!"f ... .(APMA 0852932) requesting approval of certain surface uses of your raining. ‘ ,
' '• claims. • As noted in a copy of the decision, which, is attached, your requests *•..

' t'-v.- ■ have been judged as not in accordance with the standards of 11 AAC 86.145. •

■ 's' Based on”.this decision, the Division of Land and Water'Management, hereby jffrtlsg ,•
' • ’ ’• i » • issues this NOTICE AND CRDER OF CONFIRMED UNAUTHORIZED USE. .** y*'"1* V- '* •••

• * i . * '%.*• *t̂ l •’ •* ** i. ‘ “ '"_
*r ~»T' *’ ^ .....*

. - r _  .

.• . YOU ARE F£REBY NOTIFIED that the Division of Land and Water Management‘and . 4-
the Division of. Mining have determined the surfacs use. of your miring -.V.’,?*/' 

•■'v claim (Slippery Rock 1-3) are in violation of Alaska Statute 38.05.255 ' ~ .
'• -v"- (Surface Use of Land and Water) and 11 aJaO ‘16.145. ••• v. •

.Jl — /" , ‘‘claim will be allowed. All residential use of ycur claim shall cease • "T.• •••' 
... . iwnediately upon receipt of this notice. ’’ r. v' .

2* All nNo Trespassing1', "Keep Out", and other signs which restrict 
public access shall he removed immediately upon receipt of this 

. • * notice, • • • ‘

i



i s s g s m a a s n a B g a g m a a e g w B e a g a a afflsyp .n a a r e « a ^ j « sz a » ^

>

-»**.. .V . ' 4

'■

/* . . . .

^  - •:
mP * » > * . P  . * •  ,  .

V  • '
Lloyd Sackett
March 7, 1985 ' '

fW.”rv* *• _ f
•• ••'-Page 2  • *

•i *1* *• *• * ■ fc I f* * * ’ . * , , .

:.;CT . ;-■*• •• u ; •* > . •>•

£1
'■*« p..-*
/ V  ••.... ; 
.£*• •• .-

3. All miscellaneous equipment excluding a 6’ x 4' or smaller storage 
. shed shall ba removed from the claims no later than May 15, 1985.
. The shed may be locked and posted with a "Keep Out" sign during the 
period May 1 to September 30 each year and may be kept cn the claim 

, r ’year-round. No equipment shall be stored on the claim during the 
r/'lj period October 1 to April 30 each year. i

A.

r& '

5 ."

" U H  b v v e - 1

Tcm Hawkins, Director
Division of Land and Water Management

*0  ^ A o ^ u l\
E a t s  . •

Pedro Denton, Director 
Division of Mining

J •

D a t e

Non-portable heavy mining equipment may be parked on the mining • 
claims during the summer mining season frcrn May 1 to September 30 if 
..required for use in the mining operation. This equipment is limited 
..•to a D-6 sized or smaller bulldozer and a backhoe. No heavy mining
equipment shall be stared or parked on the claims frcrn October 1 to
•.April 30 each year. Use of this equipment on the claim must ba ' 
approved prior to use'through the Annual Placer Mining Application 
process. # ' •

All existing trailers, step vans, campers, storage sheds, :*•" 
'smokehouses, outhouses, living quarters, garbage, trash and other 

v t; ' "•* . personal effects must be removed from the claim no latar than May 15,
' .• ’ ...1986. .The area must be left In a clean and safe condition. •• •• .;-

‘These corrective steps must be 'completed within the time-frames listed above, 
atfyv.:Failure to' comply with these requirements will result in the Department of 
:.L.. •: Natural Resources taking appropriate action to bring the surface activities on
?̂ ; / ,;HS,A;i,your claims into compliance with the law. Any costs incurred by such
, '{ji.T;-• I.--; enforcement action will be charged against the claim owner to the extent “ -..
I.,'vv .''Ui.-T-'permitted by law. <' •. .

, r  -V , > .  . '  . ' ; .... •• ■ ...... • •» •„ • . •
Attached find the Department of Natural Resources regulations setting cut your 

,;-.vright to request reconsideration of this decision or to appeal this decision/ 
Please note that you have 30 days from your receipt of this decision to. take 
such action; otherwise this decision Is final and you will have no right to . * 
request reconsideration or to appeal. .... X *‘-i

.f

U'

7f.V
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BOROUGH ASSEMBLY

M a t a n u s k a - S u s i t n a  B o r o u g h

A P R  1 0 1988

April 7, 1986

Honorable Bill Sheffield, Governor •
State of Alaska 
Pouch A
Juneau, AK 99811

RE: Hatcher Pass Recreation Area

Dear Governor Sheffield:

The Matanuska-Susitna Borough Asserrbly has gone on record in the past and 
continues to strongly support the concept of development of the .Hatcher 
Pass Recreation Area. A copy of Resolution No. 86-10 adopted on February 4. 
1986 and Resolution No. 86-21 adopted February 18, 1986 are enclosed for 
your information.

The Matanuska-Susitna Borough Assembly feels a recreation area such as 
Hatcher Pass would definitely aid towards a more stable economic future for 
the Valley. They ffeel this is a viable project and have further funded 
$15,000 for a feasibility .study for a ski area at Hatcher Pass by adoption 
of Ordinance No. 86-20 (enclosed). The public participation and interest 
generated with this issue has been overwhelmingly in support of this 
development and the Borough's position remains unchanged, except perhaps 
for a stronger support of the concept.

If you should have any questions or need additional information, please feel 
* free to contact my office.

DJ/cls

Enclosures

cc: Ccmissioner, Department of Natural Resources
Representative Ron Larson 
Representative Katie Hurley 
Senator Jalmer Kerttula

Sincerely,

as
Lororny a .  d q p e s ,  Mayor 
Matanuska-Susitna Borough

Senator Edna DeVries
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P r e s e n t e d  by: M a y o r  J o n e s
I n t r o d u c e d :  0 2 / 1 3 / 8 6
D r a f t e d  by: G.L.S.

M A T A N U S K A - S U S I T N A  B O R O U G H

R e s o l u t i o n  S e r i a l  No. 8 6 - ^ /

A R E S O L U T I O N  OF  T H E  M A T A N U S K A - S U S I T N A  B O R O U G H  A S S E M B L Y  
S U P P O R T I N G  T H E  M U L T I P L E  U S E  C O N C E P T  F O R  T H E  A R E A  W I T H I N  T H E  
P R O P O S E D  H A T C H E R  P A S S  M A N A G E M E N T  PLAN.

W H E R E A S ,  the 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  m a d e  
a p r e s e n t a t i o n  on  a p r o p o s e d  H a t c h e r  Pa s s  M a n a g e m e n t  P l a n  to 
a j o i n t  m e e t i n g  of  the M a t a n u s k a - S u s i t n a  B o r o u g h  A s s e m b l y  
an d  P l a n n i n g  C o m m i s s i o n  o n  F e b r u a r y  10, 1986, a n d

W H E R E A S ,  s a i d  p l a n  was r e p r e s e n t e d  as an a t t e m p t  
to p r o v i d e  for the s o u n d  d e v e l o p m e n t  o f  the s e v e r a l  n a t u r a l  
r e s o u r c e s  and p o t e n t i a l s  of  the area, i n c l u d i n g ,  b u t  not 
l i m i t e d  to, r e c r e a t i o n ,  t o u r i s m ,  m i n i n g ,  hunting, f i s h i n g  
a nd w i l d l i f e  m a n a g e m e n t ,  and

W H E R E A S ,  the p u b l i c  c o m m e n t s  r e g a r d i n g  use of  the 
H a t c h e r  Pass a r e a  i n d i c a t e d  the a r e a  is s u s c e p t i b l e  to 
m u l t i p l e -  u s e  d e v e l o p m e n t  i n c l u d i n g  p r e s e r v a t i o n  of s c e n i c  
q u a l i t y ,  e n h a n c e m e n t  of r e c r e a t i o n a l  a n d  h i s t o r i c a l  uses, 
h u n t i n g ,  fishing, t r a p p i n g ,  c a m p i n g ,  skiing, hiki n g ,  
g r a z i n g ,  a n d  m i n e r a l  d e v e l o p m e n t ,  and

■ WH E R E A S ,  t h e  H a t c h e r  'Pass M a n a g e m e n t  Plan, S u b u n i t  
D e s c r i p t i o n  of R e s o u r c e  V a l u e s  d a t e d  D e c e m b e r  1985 i n d i c a t e s  
m a n y  o f  the s u b u n i t s  c o n t a i n  m o d e r a t e  to h i g h  m i n e r a l  
p o t e n t i a l s ,  and

• W H E R E A S ,  t h e  a r e a  s h o u l d  be d e v e l o p e d  in s u c h  a 
m a n n e r  as to m a x i m i z e  its r e c r e a t i o n a l  a n d  e c o n o m i c  b e n e f i t s  
to the p e o p l e  o f  the s t a t e  o f  A l a s k a  a n d  the 
M a t a n u s k a - S u s i t n a  B o r o u g h ,  a n d

W H E R E A S ,  t h e  m u l t i p l e  use a p p r o a c h  to the m a n a g e­
m e n t  o f  the H a t c h e r  Pa s s  a r e a  s h o u l d  b e  c l e a r l y  set o u t  in 
the Plan;

NOW, T H E R E F O R E ,  BE I T  R E S O L V E D  BY THE A S S E M B L Y  OF 
T H E  M A T A N U S K A - S U S I T N A  BOR O U G H :

1. T h a t  it s u p p o r t s  the m u l t i p l e  use c o n c e p t  
p r e s e n t e d  to it by the 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  for 
the m a n a g e m e n t  o f  the H a t c h e r  Pass area.

2. T h a t  i t  s t r o n g l y  r e c o m m e n d s  t h e  D e p a r t m e n t  of 
N a t u r a l  R e s o u r c e s  c l e a r l y  i n c o r p o r a t e  in the H a t c h e r  Pa s s  
M a n a g e m e n t  P l a n  the m u l t i p l e  u s e  a p p r o a c h  to the m a n a g e m e n t



of the v a r i o u s  H a t c h e r  Pa s s  p o t e n t i a l s  ana r e s o u r c e s  s u c h  as 
r e c r e a t i o n ,  t o u r i s m ,  m i n i n g ,  timber, a g r i c u l t u r e ,  h u n t i n g , 
f i s h i n g  a n d  w i l d l i f e  m a n a g e m e n t .

P A S S E D  A N D  A P P R O V E D  this /,<?m d a y  of .
1986. ' /

D o r o t h y  A. Jonres, M a y o r

A T T E S T :  RE A D  A N D  A P P R O V E D :

( l L  L•< •> S> .S! ?<4____________ ___________________
C H n s  S e a g r a f e s  G a r y  T h u r l o w
B o r o u g h  c l e r k  B o r o u g h  M a n a g e r



NON-CODE INTRODUCED BY: ASSEMBLYMAN CYPR

MATANUSKA-SUSITNA BOROUGH 

ORDINANCE SERIAL NO. 36-^ Q

AN ORDINANCE OF THE ASSEMBLY OF THE MATANUSKA-SUSITNA BOROUGH APPROPRIATING

$15,000 FROM THE LAND MANAGEMENT FUND BALANCE TO FUND 820 FOR A FEASIBILITY
STUDY OF A SKIING FACILITY AT GOVERNMENT PEAK IN THE HATCHER PASS AREA.

BE IT ENACTED:

Section 1. Classification. This is a non-code ordinance.

Section 2. Appropriation Source. There is hereby appropriated 

$15,000 from the Land Management Fund Balance to Fund 820 Feasibility Study.

Section 3. Effective Date. This ordinance shall take effect upon
adoption by the Borough Assembly.

Introduction: March 18, 1936

First Reading: 3

Public Hearing: <4 - 1 - __

ADOPTED by the Assembly of the Matanuska-Susitna Borough this

day of flps',0 1986.

r\ )

Dorothy A. Jone^, Mayor
w*✓

ATTEST:

Chris Seagraves,JBorough Clerk

(SEAL)



P r e s e n t e d  by: Asserr.blyperson
C y p r a

I n t r o d u c e d :  0 1 / 2 1 / 8 6
D r a f t e d  by: S.C.

M A T A N U S K A - S U S I T N A  B O R O U G H

R E S O L U T I O N  S E R I A L  N O .  8 6 - 1 0  ( S u b s t i t u t e )

A  R E S O L U T I O N  E N D O R S I N G  T H E  H A T C H E R  P A S S ,  W I L L O W  A N D  
T A L K E E T N A  M O U N T A I N  A R E A S  A S  P O T E N T I A L  W I N T E R  O L Y M P I C  
S I T E S  .____________________________________________________________________________

W H E R E A S ,  the H a t c h e r  Pass, W i l l o w  a n d  the T a l k e e t n a

M o u n t a i n  a r e a s  are r e c o g n i z e d  for t h e i r  h i g h  r e c r e a t i o n a l

v a l u e ,  a n d

W H E R E A S ,  H a t c h e r  P a s s ,  t h e  W i l l o w  a n d  T a l k e e t n a  

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

M u n i c i p a l i t y  o f  A n c h o r a g e ,  a n d

W H E R E A S ,  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  h a s  s o u g h t  a n d  

r e c e i v e d  n o m i n a t i o n s  as t h e  W i n t e r  O l y m p i c  s i t e  in 1992. a n d  

W H E R E A S „• t h e  U.S. C r o s s  C o u n t r y  S k i  T e a m  has r e c o g n i z e d  

H a t c h e r  P a s s  as h a v i n g  h i g h  p o t e n t i a l  a n d  v  •• t h i s  a r e a  for 

t r a i n i n g ,  a n d

W H E R E A S ,  the H a t c h e r  P a s s ,  W i l l o w  a r e a  .id T a l k e e t n a  

M o u n t a i n s  r e c e i v e  c o n s i d e r a b l e  u s e  b y  t h e  A n c h o r a g e  s k i i n g  

c o m m u n i t y ,  a n d

W H E R E A S ,  t h e r e  is h i g h  u n e m p l o y m e n t  in t h e  

M a t a n u s k a - S u s i t n a  B o r o u g h ,  a n d

W H E R E A S ,  the c u r r e n t  s n o w f a l l  in t h e  s t a t e  o f  A l a s k a  

i n d i c a t e s  the H a t c h e r  Pas s ,  W i l l o w  a n d  T a l k e e t n a  M o u n t a i n s  

c a n  be r e l i e d  u p o n  as g o o d  s i t e s  for W i n t e r  O l y m p i c  s p o r t s ,



N O W  T H E R E F O R E  3E IT R E S O L V E D  BY T H E  A S S E M B L Y  O F  T H E  

M A T A N U S K A - S U S I T N A  B O R O U G H :

T h a t  the A s s e m b l y  of  the M a t a n u s k a - S u s i t n a  B o r o u g h  

e n d o r s e s  the H a t c h e r  Pass, W i l l o w  a n d  T a l k e e t n a  M o u n t a i n  

a r e a s  as p o t e n t i a l  O l y m p i c  s i tes for c r o s s  c o u n t r y  s k i i n g  

and a n y  o t h e r  a p p r o p r i a t e  a c t i v i t i e s .

P A S S E D  A N D  A P P R O V E D  this ^  d a y  o f  /

1986 .

A TTEST:

O P '  /
C h r i s  S e a g r a v e s  
C l e r k

SE A L

D o r o t h y  A. Jones, M a y o r  

R E V I E W E D  A N D  A P P R O V E D :



Matanuska-Susitna Borough

SUMMARY OF 
MINERAL RESOURCES

By

Daniel E. Renshaw. P.E.
Renshaw Consulting Engineers

Ju ly . 1983

A summary of notable past production and 
p robab le  fu tu re  d e v e lo p m e n t  o f  m e ta l l ic  
and industrial mineral resources with in the 
Matanuska-Susitna Borough.

I
I

Produced by The Mapmakers. Palmer. Alaska



years, no great production was ever recorded. 
With the discovery of the lode gold occurrences 
beginning in 1909, interest in the placer waned. 
It was not until the late 30's that any substantial 
addit ional placer production occurred.

Several attempts at placer m ining are 
recorded on Willow Creek extending several 
miles downstream from  Grubstake Gulch and on 
the Little Susitna River below the mouth of 
Fishhook Creek. These activities were un iform ly 
unsuccessful because of the d istr ibutive nature 
of the gold in the gravels, the small gold particle 
size, and. particularly in the case of the Little 
Susitna River, the tremendous amount and size 
of boulders involved. In the early 1960's several 
churn-dril l  holes were drilled into the bottom of 
Willow Creek in the v ic in ity of the mouth of 
Grubstake Gulch. It is reported that these 
determined that the placer g rav ; ls  extended to a 
depth of neaily 100 feet; indicating the
existence of a buried canyon fi l led with probably 
pre- and inter-glacial gold bearing gravels.

M ining operations have continued over the 
past 20 years near the confluence of Grubstake 
Gulch. In recent years, with the addition of 
modern mining equipment, these operations 
have apparently been successful. With the 
dramatic increase in the price o f gold in the late 
I970's considerable renewed interest was also 
shown in both the placers on W il low  Creek and 
uii the Litt le Susitna River. Many claims were 
staked and several m in ing attempts have been 
made. but the only apparent viable operation 
remains that of W ill iam Mrak and the Herman 
Brothers at the confluence of W il low  Creek and 
Grubstake Gulch.

Placer occurrences are also known to be 
present on Wet Gulch, the next tr ibutary stream 
to the west, and on Willow Creek upstream from 
Grubstake Gulch. In the late 1930's and early 
40's there was an active placer m in ing pit on the 
hillside below the road where Upper Willow 
Creek is crossed. Coarse gold can still be 
panned from the hillside gravels in that v icin ity. 
Other operations had previously been attempted 
on Willow Creek with in the five miles reach 
below Grubstake Gulch.

Much of_ the Little Susitna River and Reed 
Creek have been staked for placer mining 
purposes. A lthough flour gold can be consist­
ently “ panned along these two streams, the 
extremely boulde'rous character o f the gravels 
render it doubtful that any viable placer m ining 
operation will be possible on those streams.

Several previous attempts have also been made 
to mine near the mouth of Fishhook Creek.

The first lode discovery is credited to Robert 
Hatcher on September 16, 1906. This discovery, 
and others which followed the next year, was 
high on the ridge separating Upper Willow Creek 
and Fishhook Creek. These claims were later 
acquired by the Alaska Free Gold Mining 
Company and much later bedame a portion of 
the consolidation known as the Independence 
Mine. Most o f the other important mining 
properties, in addition to many prospects, were 
discovered during the period of 1908 through 
1918. Rapid development followed close upon 
the initial discoveries and by 1914 there were 
three producing mines equipped with seasonally 
operated water powered stamp mills, and in at 
least one instance, a Chilean or Lane-type m il l .  
These early m ills  were inefficient at separating 
the gold from the ore below about 40 mesh 
screen size. As a consequence the finer sands 
were retained in ponds and their gold values 
later recovered by chemical leaching.

Many of the early m ining discoveries are 
credited to the Bartholf brothers. However, 
some sources indicate that certain of these 
properties may have actually been discovered as 
a result of Russian explorations. This is 
doubtfu l. Though undocumented, there is some 
likelihood that the Gold Bullion, and perhaps 
other discoveries, had in itially been made by a 
group of alien Japanese, who had then been 
encouraged to go search elsewhere.

In the early years the d iff icu lty  of access, 
short seasons and insufficient water for power 
lim ited the m il l ing  of ores to the summer 
months. Later, as access was improved and 
more substantial equipment acquired, under­
ground development work was pursued during 
the winter months as well as the summer, and 
the ore stockpiled for summer mill ing. When 
substantial improvements had been made to the 
access roads, more modern machinery was 
installed, improved facilities for year-round 
living quarters were built, and diesel-electric 
engines acquired for the production of power, 
year-round m in ing and m ill ing was p iac lica l.

Many of the discoveries within the district 
were founded on the second or largely non-pro­
ductive sets of veins. Consequently, relatively 
few of the properties, and only those on the 
productive sets o f veins, ever became viable. 
Am ong those of particular importance (progres­
sing from west to east) are the following:



May 2, 19 S5

S e n a t o r  J a n  F a i k s  8  \985i
P O  B o x  V

J u n e a u ,  A E  9 9 8 1 1

C S S S S 3  3 3 ^  - M A T C H E R  P A S S  P U B L I C  U S E  A R E A

T h i s  i s  t o  l e t  y o u  k n o w  t h a t  t h e  b o a r d  o f  d i r e c t o r s  o f  t h e  

G r e a t e r  P a l m e r  C h a m b e r -  o f  C o m m e r c e  s u p p o r t s  y o u  i n  y o u r  e f f o r t  t o  

e s t a b l i s h  t h e  H a t c h e r  P a s s  P u b l i c  U s e  A r e a .

S i n c e r e l y ,

G R E A T E R  P A L M E R  C H A M B E R  OF C O M M E R C E

B r i g i t t e  L i v e l y  

P r e s i d e n t ,  B o a r d  o f  D i r e c t o r s

cc: S e n a t o r  J a y  K e r t t u l a

%t£vi WiVi-'A.! (p. i  • Pi



C O O K  INLET 

A Q U A C U L T U R E  A S S O C I A T I O N

RT. 2. BOX 8a9 
SOLDOTNA. AK 99569 

(907) 283-5761

S e n a t o r  J a l m a r  M. K e r t t u l a  x  A p p  i  a  i a o

A l a s k a  S t a t e  L e g i s l a t u r e  " w u j
P o u c h  V (MS 3100)
J u n e a u ,  A l a s k a  9 9 8 1 1

Dear S e n a t o r  K e r t t u l a :

The C o o k  I n l e t  A q u a c u l t u r e  A s s o c i a t i o n  s u p p o r t s  the p a s s a g e  of SB 
No. 334. E s t a b l i s h m e n t  of the H a t c h e r  P a s s  P u b l i c  Use A r e a  w o u l d  
i n c r e a s e  the d e g r e e  of w a t e r  q u a l i t y  a n d  h a b i t a t  p r o t e c t i o n  
a f f o r d e d  to the h e a d w a t e r  s t r e a m s  of t h e  L i t t l e  S u s i t n a  River. 
P r o t e c t i o n  of w a t e r  q u a l i t y  a n d  h a b i t a t  w i l l  e n s u r e  the c o n t i n u e d  
p r o d u c t i v i t y  of t h e  R i v e r ' s  fi s h  p o p u l a t i o n s .

T he L i t t l e  S u s i t n a  R i v e r  p r o d u c e s  s i g n i f i c a n t  q u a n t i t i e s  of all 
five s p e c i e s  of P a c i f i c  S a l m o n  w h i c h  a r e  f o u n d  in A l a ska. S o m e  of 
t h e s e  fish a r e  h a r v e s t e d  c o m m e r c i a l l y  as th e y  pa s s  n o r t h w a r d  
t h r o u g h  Co o k  Inlet. T h e  L i t t l e  S u s i t n a  R i v e r  s a l m o n  a r e  a l s o  
i m p o r t a n t  to M a t a n u s k a - S u s i t n a  a n d  A n c h o r a g e  a r e a  r e c r e a t i o n a l  
f i s h e r m e n  b e c a u s e  t h e  s t r e a m  f l o w s  l a r g e l y  t h r o u g h  p u b l i c  lands, 
is c l o s e  to p o p u l a t i o n  cen t e r s ,  is a c c e s s i b l e  via the road s y s t e m  
a n d  is, in itself, p i c t u r e s q u e .

T h e  £ Q Q K  I N L L X  R E G I O N A L  S A L M O N  E N L A R G E M E N T  P L A N  l i s t s  the L i t t l e  
S u s i t n a  R i v e r  as a site for fi s h  s t o c k i n g  p r o j e c t s  w h i c h  w i l l  
i n c r e a s e  a n n u a l  r e c r e a t i o n a l  f i s h i n g  h a r v e s t s  by 10,000 co h o  
s a l m o n  a n d  6,000 k i n g  salmon. In the f u t u r e  I w o u l d  e x p e c t  the 
L i t t l e  S u s i t n a  R i v e r  to b e c o m e  even m o r e  i m p o r t a n t  to r e g i o n a l  
sa l m o n  h a r v e s t e r s  a n d  the c r e a t i o n  of the H a t c h e r  P a s s  P u b l i c  Use 
A r e a  t h r o u g h  the p a s s a g e  of SB No. 334 w o u l d  be a w i s e  
p r e p a r a t o r y  s t e p  t o w a r d  that future.

S i n c e r e l y ,

T h o m a s  E. Mears, 
E x e c u t i v e  D i r e c t o r

cc: All S e n a t e  R e s o u r c e s  and F i n a n c e  C o m m i t t e e  M e m b e r s

SALMON ENHANCEMENT TODAY MEANS BETTER SALMON FISHING TOMORROW ’



M a r c h  3, 1 9 8 6

S e n a t o r  A r l i s s  S t u r g u l e w s k i ,  C h a i r p e r s o n  
R e s o u r c e s  C o m m i t t e e  
P o u c h  V
Ju n eau, A l a s k a  9 9 811 

D e a r  S e n a t o r  S t u r g u l e w s k i :

As a f r e q u e n t  u s e r  of the H a t c h e r  P a s s  area, I a m  w r i t i n g  
y o u  as a s u p p o r t e r  of S e n a t o r  J a y  K e r t t u l a ' s  " H a t c h e r  Pass 
P u b l i c  Use A r e a "  Bill. It is m y  u n d e r s t a n d i n g  th a t  this 
b i l l  w i l l  c l o s e  the L i t t l e  S u s i t n a  R i v e r  C o r r i d o r  to n e w  
m i n i n g  and w i l l  a d d i t i o n a l l y  p r o h i b i t  s t a t e  la n d  d i s p o s a l  
w i t h i n  the use area.

I b e l i e v e  this b i l l  is a n e e d e d  p i e c e  of l e g i s l a t i o n .  
It is a b a l a n c e d  bill in t h a t  it w o n ' t  a f f e c t  e x i s t i n g  
v a l i d  m i n i n g  c l a i m s ,  but it w i l l  s t e m  the t r e n d  r e g a r d i n g  
s q u a t t e r s  o n  the land in this area. It is c l e a r  t h a t  the 
H a t c h e r  P a s s  a r e a  is o n e  of t h o s e  a r e a s  w h i c h  has b o t h  
a h i g h  t o u r i s t  va l u e ,  a n d  y e t  a t t r a c t s  r e s i d e n t s  y e a r - r o u n d  
b e c a u s e  of its d i v e r s e  r e c r e a t i o n a l  uses. But b e c a u s e  
s q u a t t e r s  a n d  p e r s o n s  on i l l e g a l  m i n i n g  c l a i m s  are p o s t i n g  
c e r t a i n  a r e a s  so as to p r o h i b i t  a c c e s s  to t h e  lands, the 
p u b l i c  in g e n e r a l  is s u f f e r i n g .  O n e  c a n  fi n d  "no 
t r e s p a s s i n g "  s i g n s  p l a c e d  b y  m i n e r s  in a r e a s  on  s t a t e  lands 
t o  w h i c h  t h e  p u b l i c  has a r i g h t  of use. T h i s  s h o u l d  not 
be t o l e r a t e d ,  e s p e c i a l l y  in this area.

I ur g e  you to g i v e  this b i l l  y o u r  f u l l e s t  s u p p o r t  d u r i n g  
the. l e g i s l a t i v e  ses s i o n .  I, a l o n g  w i t h  m a n y  o t h e r s ,  w i l l  
be f o l l o w i n g  the p r o g r e s s  of t h i s  l e g i s l a t i o n .

'\ Jg>Y ’ \7 f r i l l  t f  i r / n n r c

vTC**** ct a. c m  jl
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J a r . .  1 3 , 1 ^ 6
?3 s e x  2176
Pa:

/  < —

S e n a t o r  Arliss S t u rg u le ws k i 
Se na te  Resources Com mi ttee 
Sox V
Jur.eau, A l as k a ^^c311 

Dear Senat or  Sturgulewski,

I urge you tc 3unport senate Bill 22k, esta bl i sh i ng  the 
H atcher Pass Pub li c Use Area, introdu ced b y  S e n a t o r  Kerttula.

Hi3 bill pro tects oublic use of a pooular  area in two 
ways. First, the l e gi sl a ti o n di sallows new m i n i n g  or. the 
Little Sus i tn a River. As you know, the river is a tremend ou s! y 
valuable scenic resource to oecple in my c o m m u n it y  and visitors 
from. o u t - o f - s ^ a t e . On the other hand, it contains such small 
Quantities of gold that all olac er  m i n i n g  attempts have been 
failures. Fr om  the v1 ew of state resources management, there 
is no economic advan tage to addit io nal mining on the Little 
5u. 3o~e of the cu rrent claim holders have create d substantial 
eyesores on the stream, in vi olation of several state regulation: 
The oreocse d legis la ti on will see to it that no additional 
snuatters ore-emot the oublic from, using the 3tream. As 
Ch uck H a w l e y  told me, "There is no gold there. Th a t  river 
should be for tourists."

Se condly, S . 3. 22k. prohibits state land disposals in 
the H a tc h er  Pass area. Private con t ro l  of 3tate land there 
fulfills no public needs, but in fact puts resources off-li-its 
to the oublic now u t i l iz i ng  them there. P l e n t y  of unsold 
orivste land lies near the pro po se d Public Use A r e a  for 
people recuiring a cabin site. At the recent public hearings, 
participar.ts o v e r w h e l m i n g l y  obje ct ed to land disposals in 
the Hstc.ier Pass area.

A l t h o u g h  3.3. 22k is valuable legislation, it has some 
room for improvement. The legis la t i ve l y de si g n a t e d  area 
sh ou l d include the high mountains ar.d meado ws  just to the 
northeast. Thi3 3mall area is a ooo ul a r de st i n a t i o n  for 
skiers and mountaineers, and it therefore deserves the 
same legal co ns id e ra t io n  asdie rest of the Public Use area.

I woul d -like to come down to Ju ne au  and talk to the 
Re sources Co mm ittee about the bill wh en  it comes uo on your 
a g e n d a .

Si ncerely,

c : — T r. r: u "2 o t -'m no a

- - WWW - - . ^ C 4 w
3■ ro~.or Jor.es 
- .3  t h  e  r u n r  i e  > e

'or ' or



S e n a t o r  A r l i s s  Stut'yj lcws'-<: -ec.
S e n a t e  S e s o t t c s  Commi 1 1 ss 
S  O  K' \J
w u n s a u .  A l a s k a  9 9 5 1 1

D e a r  S e n a t o r  Sturgulewsk;.,

I a m  w r i t i n g  you to asw for y o u r  s u c c o r t  for 55 334, 
an Act c r e a t i n g  a r.atcier Pa s s  U s e  Area.

w h i l e  I am c u r r e n t l y  o n  t h e  M a t a n u s k a  S u s i t n a  B o r o u c n  
A s s e m b l y  arc r e p r e s e n t  the ar e a  that the Use A r e a  a d d r e s s e s .
I arn w r i t i n g  t h i s  as a o r i v a t e  citizen.

T h e r e  are n u m e r o u s  q u e s t i o n s  r e v o l v i n g  a r o u n d  this bill, 
but I w o u l d  like to s h a r e  s e v e r a l  of the t h i n g s  1 n a v e  c o m e  
t o  s e e  as  important.

P r o b a b l y  the two m a j o r  c o n c e r n s  h a v e  been r e c a r G i n a  
m i n i rz in the ar e a  and w h e t h e r  35 334 will e o n-f M r 4- with 
the H a t c h e r  Pass M a n a g e m e n t  Pi an. On  the first concern, I 
do not c s l i e v e  t h i s  bill will e s t a b l i s h  a o r e c e d e n t  m i n e r s  
s h o u l d  tee 1 t h r e a t e n e d  with. O n  the contr a r y ,  most m i n e r s  
I kn o w  feel t h i s  a r e a  h a s  little m i n i n g  v a l u e  ana t h o s e  w h o’re 
u s i n g  c l a i m s  n e a r  the L i t t l e  S u s i t n a  R i v e r  .are gi v i n n  o t h e r s  a 
bad name. Gf the s e c o n d  concern, that o f  the H a t c h e r  P a s s  
••.•.an, i h a v e  w a t c h e d  the o i a n n i n g  p r o c e s s  c l o s e l y  and f r o m  my 
■perspective feel SB 3 3 ^  w : P  ? y  < v - r ^ n  r M h p _ n  bpth the 
p u b l i c’s d e s i r e  and the Plan’s goals.

O n e  o f  the s t r o n g e s t  p e r s o n a l  c o n c e r n s  I h a v e  is 
b u i l d i n g  a d i v e r s e  and h e a t h l y  local economy. I b e l i e v e  
35 3 3 4  will p r o t e c t  the L i t t l e  S u s i t n a  a r e a  for the thin.cs 
we  d e s p e r a t e l y  ne e d  the most: e x c e l l e n t  r e c r e a t i o n a l  
and t o u r i s t  d e s t i n a t i o n s .

S i n c e r e l y  yours,

R - M
S t e v e n  R. C v c r a  1

c c : S e n a t e  R e s o u r c e  
C c m m  i t tee

' '• l’1 ' •/ ' ..‘iV ' ..



B l a c k  S a n d s  M i n i n g  C o .

Phillip D. Strange
P.O. Box 871478 

Wasilla, Alaska 99687

(Placer - Gold)

February 14, 1986

Dear Legislators:

I urge you to oppose S.B.334, creating the Hatchers Pass Public Use 
Area. This bill will force a mineral closure one half mile wide on each side 
of the Little Susitna River. This will be the beginning of another lock up of 
a very important mining didtrict. Should S.B.334 pass into law it will cause 
the loss of private investment for mineral exploration and development on 
state lands in the Hatchers Pass Area.

This area is of great economic importance for the vast mineral wealth 
that is there. The surface has barely been scratched on the mineral deposits 
of the Willow Creek Mining District. We need to develop this mineral wealth 
to bring new jobs and start*'an economically viable industry in the Mat-Su 
Valley.

The mining industry opened the Hatchers Pass Area and established the 
first roads into it, now that access is relatively easy, compared to 50 years 
ago. The people of Anchorage want to make it into their exclusive playground, 
but we do not need to close an area to mining because of the recreational wants 
and needs of urban Alaskans who know nothing about mining or the mining 
industry. With all the advances in mining and milling equipment we can mine 
lower grade ores at a higher profit with no detrimental effect on the 
environment.

I am presently working to develop the 200 foot level on a group of hard- 
rock claims not far from the Little Sustina River. Last year I invested fifty 
thousand dollars into rehabilitating the old crosscut and this year I plan 
to invest close to one hundred thousand dollars on development and exploration 
work. When I get it developed to the point where I can go into production, the 
cost of bringing in equipment will be very low because of the excellent road
access into this mining area.

I believe that hte needs of both miners and those who wish to use the
area strictly for recreational purposes can be met but feel that S.B.334 will
discriminate against the mining interests of the area. Thank you for your 
time and consideration of this matter.

Sincerely,

PDS/baf



K n i k  K a n o e r s  and K a y a k e r s  
3903 A r k a n s a s  D r i v e  
A n c h o r a g e ,  A l a s k a  99503

F e b r u a r y  5, 1986

S e n a t o r  S t u r g u l e w s k i  
R e s o u r c e s  C o m m i t t e e  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r ,

I a m  w r i t i n g  on b e h a l f  of t h e  K n i k  K a n o e r s  a n d  K a y a k e r s
to u r g e  you to s u p p o r t  S e n a t o r  K e r t u l l a ' s  B i l l  No. 334. The 
i n t e n t  of t h e  l e g i s l a t i o n  is to p r o t e c t  t h e  w a t e r  q u a l i t y  and 
p u b l i c  use of t h e  u p p e r  L i t t l e  S u s i t n a  River. K a y a k e r s  use 
t he L i t t l e  S u s i t n a  o n  a r e g u l a r  basis. The p r o p o s e d  l e g i s l a t i o n  
c r e a t e s  the H a t c h e r  Pa s s  P u b l i c  Use A r e a  a n d  p r o t e c t s  o u r  a c c e s s  
to the r i v e r  a n d  s u r r o u n d i n g  lands.

T h e  L i t t l e  Su is an e x c e p t i o n a l  k a y a k i n g  river. It
is a c l e a r  w a r m  w a t e r  s t r e a m  of u n u s u a l  b e a u t y  a n d  c h a l l e n g e .  
S.B. 334 is a n  i m p o r t a n t  b i l l  for K n i k  K a n o e r s  a n d  K a y a k e r s .
The b i l l  w o u l d  s t o p  n e w  m i n i n g  on the s t r e a m  and t h e r e b y  the 
n u m b e r  of r e s i d e n t s  e n g a g e d  in i l l e g a l  p l a c e r  m i n i n g  there.
A few of t h e s e  m i n e r s  h a v e  s e t t l e d  a l o n g  the H a t c h e r  P a s s  Road 
and a c c u m u l a t e d  junk in t h e i r  y a r d s  a n d  e r e c t e d  t h r e a t e n i n g  
s i g n s  a l o n g  the r o a d  and river. A l t h o u g h  t h e y  fi n d  l i t t l e  g o l d  
in the r i v e r  t h e y  h a v e  s i g n i f i c a n t l y  i m p a c t e d  the e x p e r i e n c e  
of k a y a k e r s  p a d d l i n g  the river. Not o n l y  k a y a k e r s  b u t  a l s o  
hikers, p i c n i c k e r s ,  f i s h e r m e n ,  and m o t o r i s t s  m u s t  be w a r y  of 
t h e s e  m i n i n g  clai m s .

S i n c e r e l y  Yours,

P r e s i d e n t

...• /.W O.-.* *"•



Jen. l c , l b p 6
J A u  2  2  $ g g

Se na to r Arli s s S t u r g u l e w s k i  
Resources Co mm i tt e e 
State Senate 
Juneau, Alask a

Dear Senator.

Please suo po r t S en a te  Bill 33U, i n tr o d u c e d  by S e n a t o r
Ker ttula last week. Th is  l e g i s l a t i o n  seeks to put a stop
to further u n l a w f u l  so ua t ti n m along the Little S u si tn a  River 
near H a t c h e r  Pass, and to clea n up the area for the tourists.

It is i m p o r t a n t  to me and o ther p e o p l e  in the area that
the H a tc h er  Pass r e g i o n  be kept at tra c ti ve .  I and my
and our guests like to drive along the Little Susitna 
to the old I n d e p e n d e n c e  Line, 
real attraction, 
however, is the ___ _
have erec te d t h r e a t e n i n g  s i m s  w a r n i n g  t h e  oublic off their 
olac er claims, and have cr eated a series of small junkyards.

At  a ny s ea s on  the area 
One of the few d e t r a c t i o n s  from, the 

the t r a s h y  "rininr" sites along the rend.
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I re alize that the D i v i s i o n  of Kin 
enforce tne r e r u l a t i o n s  on the river 

em to do so. U n f o r t u n a t e l y ,  we  have 
y w i l l  oersist. V.’here we re  they in t 
re they p u r s ui ng  in o th e r areas occup 
Can  we trust the D e n n r t m e n t  to er.for 
future u n de r  other state a dr i ni s tr a t

suer.
.nrr i n  
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led '

Senate Bil l 3. U solves these u n c e r t a i n t i e s . A l t h o u g h  
the bill does not d r e c t l y  affect the current s oust t e r s , it 
does orev e nt  the p r o b l e m  from grcwinrr. I w o u l d  like tc be 
assurred that the r i ve r  c o r r i d o r  will be cl ea ne d up and stay 
cleaned up by statute, r a t he r  than to d e oe n d on the w h i m  of 
the bureaucr at s in D N R . The bill is just good, basic r e so ur ce 
management.

^ 7 U / 3 d ( p  

<y i * 1 K .  . 
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S e n a t o r  A r l i s s  S t u r g u l e w s k i ,  C h a i r m a n  

S e n a t e  R e s ou rc es  C o m m i t t e e  

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

Po u c h  V

Juneau, A l a s k a  9 9 81 1

De a r  S e n a t o r  S t u r g ul ew sk i:

W h i l e  a g r e a t  m a n y  of  us h a v e  b e n e f i t t e d  f rom the S t a t e ' s  and  F e de ra l 

G o v e r n m e n t ' s  l a r g e s s  in d i s p e n s i n g  land an d p r i v i l e g e s  in A l a s k a — a nd  these 

t r a d i t i o n s  m u s t  c o n t i n u e  to p r o v i d e  o p p o r t u n i t i e s  to in di v i d u a l  A l a s k a n s —  

we n eed to ins ur e p u b l i c  bene fi ts , too.

S e n a t o r  K e r t t u l a  has i n t r o d u c e d  a bill  r e g a r d i n g  land d i s p o s a l s  and ne w 

m i n i n g  cla im s in the H a t c h e r  Pass Pub li c Us e Area. In a w o r l d  w h e r e  eac h 

c i t i z e n  e x e r c i s e d  a m e a s u r e  o f  r e spe ct  for nis n e i g h b o r ' s  pu r s u i t  of h a p­

piness such a bill w o u l d  b e  sup er flu ou s.  But  this is n o t  the case in H a t c h e r  

Pass, a n d  a b o m i n a b l e  ab u s e s  .exist th er e al rea dy , c o u p l e d  w i t h  an a g o n i z i n g  

i n a b i l i t y  o f  some S tat e a g e n c i e s  to en f o r c e  t h e i r  o w n  r e g u l a t i o n s  and p r o t e c t  

the p u b l i c  weal.

A l l  su mme r long o n e  finds a s t e a d y  s t r e a m  of  S o u t h c e n t r a l  A l a s k a n s  and 

v i s i t o r s  d r i v i n g  o v e r  H a t c h e r  Pass. A l m o s t  the s o l e  reas on  for this e xe rc is e 

is the e n j o y m e n t  a n d  a w e  of the scenery. Se r i o u s  e x c r e s e n c e s  d i s f i g u r e  this 

sc e ne ry  already, a n d  S e n a t o r  K e r t t u l a  is c o r r e c t  in  w a n t i n g  to save o u r  mo s t  

a c c e s s i b l e  a l p i n e  r e g i o n  w h i l e  t here is still h ope of d o i n g  so.

Ha t c h e r  Pas s is a S t a t e  t re a s u r e  that b e n e f i t s  m o s t  the less we do to it. 

P le a s e  s u p p o r t  S e n a t o r  K e r t t u l a ' s  e f f o r t s  t o w ard s its c o n t i n u e d  existence.

cc: S e n a t e  R e s o u r c e s  C o m m i t t e e  M e m b e r s
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314 North Twentieth Street Colorado Springs, Colorado 80904 (303) 473-2466

N O R S  BATTLES FOR BOATERS '
CU RR E N T S  COVERS RIVER RUNN ING '

S e n a t o r  A r l i s s  S t u r g u l e w s k i  
R e s o u r c e s  C o m m i t t e e  C h a i r m a n  
A l a s k a  S t a t e  S e n ate, Bo:: V 
J u n e a u  A K  99811

Date: M a r c h  4 ,  1 9 8 6

Dear S e n a t o r  S t u r g u l e w s k i :

It h a s  c o m e  to my a t t e n t i o n  th a t  t h e  u p p e r  p o r t i o n  of the 
L i t t l e  S u s i t n a  River, and its s u r r o u n d i n g s  known as the 
H a t c h e r  P a s s  Area, are t h e  s u b j e c t  of a bill n o w  b e f o r e  you, 
S.B. 334, w h i c h  w o u l d ' m a k e  t h i s  a p u b l i c  r e c r e a t i o n a l  use 
area.

On b e h a l f  of our m e m b e r s  in A l a s k a  and e l s e w h e r e ,  I 
s t r o n g l y  u r g e  y o u  to h e l p  r e s e r v e  t h i s  a r e a  for p u b l i c  
r e c r e a t i o n a l  use. In r e c e n t  y e a r s  I h a v e  been a m a z e d  at the 
a d v a n c e s  in t e c h n i q u e  and e q u i p m e n t  for r u n n i n g  r i v ers, and
I can a s s u r e  you 
r e c r e a t i o n a l  use 
e n o u g h  r i v e r s  to 
ten y e a r s  to get 
in the West. For 
and the b e n e f i t

that t h i s  r i v e r  will c a r r y  i n c r e a s i n g  
in c o m i n g  years. A l r e a d y  t h e r e  a r e  not 
go around, r e s u l t i n g  in w a i t s  of as long as 
a p e r m i t  for a t r i p  on c e r t a i n  m a jor r i v e r s  
t h e  f u t u r e  of y o u r  s t a t e ' s  t o u r i s m  e c o n o m y  

of its c i t i z e n s  in g e n e r a l ,  I u r g e  y o u  to
p r e s e r v e  t h i s  r e c r e a t i o n a l  area.

Si n c e r e l y ,

O JL .
Er i c  L e a p e r  
E x e c u t i v e  D i r e c t o r

EL/f a

cc: S e n a t o r  Jan Faiks, F i n a n c e  C o m m i t t e e
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