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Excerpts from Lease Form DL-1
Pertaining to the Pricing of Royalty Products

11. ROYALTY ON PRODUCTION. Except for oil and gas used on said
land for development and production or unavoidably lost, Lessee
shall pay Lessor as royalty the following:

(@ On oil 12-1/2 percentin amount or value of the oil
produced and saved and removedor sold from said land.

(b) 0Oi. gas 12-1/2 percentin amount or value of the gas
produced and saved and sold orused off said land orused for the
extraction of natural gasoline or other products therefrom.

(c) On associated substances 12-1/2 percent in amount or value
of such substances produced and saved and removed or sold from said
lands.

15. ROYALTY IN VALUE. At the option of Lessor, which may be
exercised from time to time upon not less than six months® notice to
Lessee, and in lieu of royalty in kind, Lessee shall pay to Lessor
the field market price or value at the well of all royalty oil

and/or gas. AlIl royalty that may become payable in money to Lessor
shall be paid on or before the last day of the calendar month
following the month in which the oil or gas isproduced. The

payments shall be acc .npanied by copies of run tickets or other
satisfactory evidence of sales, shipments, and amounts or gross
production.

16. PRICE. The field market price or value of royalty oil or
gas shall not be less than the highest of: (1) The price actually
paid or agreed to be paid to Lessee at the well by the purchaser

thereof, if any; or (2) The posted price of Lessee in the field for
such oil or gas at the well, if any; or, (@) The prevailing price
received by other producers in the field at the well for oil of like
grade and gravity or gas of like kind and quality at the time such
oil or gas 1is removed from said land or run into storage, or such
gas is delivered to an extraction plant.



RECENT CONTRACTS AND PURCHASE AGREEMENTS

Purchaser Field or Seller Starting Base Price
1977 Pac Alaska Cook Inlet $1.46 per mcf
1982 Enstar Beluga River $2.32
1982 Enstar Beaver Creek Field $2.32
1982-83 Chugach Beluga River $1.40-1.60
(Peaking Gas)
1983 Chugach Cannery Loop $1.80
1984 Enstar Lewis River $1.80
1985 Tesoro Marathon $2.01
1985 AEG&T Enstar $2.04
(Homer Electric)
1985 MLEP Enstar $1.60

(Anchorage)



ATTACHMENT 12

February 6, 1986
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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House Special Committee on O il and G as

~Sectional Analysis ,
Proposed Oil and Gas Commitfee Substitute
“Tor CSSB 309 TRulesT

Sec. 1. Elndlnps. It is in the best interest of the state
to authorize the commissioner of DNR to establish the
in-value royalty for gas sold to a gas or electric utility
by using the contract price between the lessee of the state
and  the utility.  This authorization applies _only
prospectively, and this Act does not apply to state policies
regarding thé sale of royalty oil

Sec. 2. The commissioner shall ent
a lessee to use the price establish
the lessee and a %as or electric ut
state's ro*alty share of gas production, provided that:

a. the Tessee and the utility are not related.

b. the agreement is requested in ertln% by the lessee.

c. the commissioner does nojt make a written finding that
the contract price Ts unreasonably low and that a
grospectlve reduction in royalty receipts would not be

alanced by increased benefits to in-state gas and
electric consumers,

er into an a?reement with
ed in a confract between
ility as the value of the
tio

n

This section states that a "gas or _electric utility"
includes electric cooperatives (such as Chu%agh Matanuska
Homer, rural co-ops, and Golden Valley Electric), municipal
utilities (such as Anchorage MUHICI8a| Light & Power), and
gas utilities regulated under AS 42.05 (such as Enstar).

This section also states that, for purposes of this Act, the
state's royalty share of gas production does not include gas
production” from mental health lands or school Ilands.

Sec. 3% Adds a new subsection to AS 38.05.183, which
provides that the commissioner ma% sell royalty gas taken
in-kind, to a gas or  electric utility at less “than market
value if the commissioner makes a written finding _that the
sale is in the best interest of the state. ~ The same
definitions for "gas or electric utility" and "royalty %as
taken in kind by the state"  found ‘in sec. 2 of " this
legislation are also found in this section.



Sec.. 4. Amgnds AS 38.05.810(a) to make this subsection
consistent with the other provisions of the Act.

Sec. 5. Provides that AS 38.05.180(aa), which would be
enacted hy sec. 2 of this Tlegislation, applies to a?feements
to establish the in-value royalties on gas producfion that
are sold wunder a contract entered into, on or after the
effective date of the act between the state's lessee and a
gas or electric utility.

Sec. 6. Provides for an immediate effective date.
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DEPARTMENT Of- NATURAE RESOURCES FOUCHM

JUNEAU. ALASKA 99811
PHONE: 907-465-2*00

OFFICE OF THE COMMISSIONER

The Honorable John Sackett
Co-Chair, Finance Committee
Alaska State Senate

Juneau, AK 99811

March 3, 1986

Dear Senator Sackett:

I am responding to your request for more information on the
fiscal note and potential fiscal impact of CSSB 309 (Res),
now before the Senate as CSSB 309 (Rules).

The fiscal note

The department has submitted a zero fiscal note for the
bill, which will not directly affect the state's current
royalty gas revenue stream. There are two reasons that it
is not possible to identify future costs of the legislation:

- the department is not able to predict how often the
new valuation mechanism will be applied in the
future, nor can we predict future gas contract prices
and quantities; and

- market values for Alaska natural gas (particularly
Cook Inlet gas now sold for instate consumer uses and
most immediately affected by the proposed statute)
are unpredictable, as is the possible disparity
(positive or negative) between contract price and
market value.

Even though there is no direct fiscal impact that can be
assigned to the bill, enactment of the legislation will
indirectly affect state royalty income from existing
production in Cook Inlet. The state has entered into an
agreement with Chugach Electric to value the state®s royalty
share from Beluga Field production purchased by Chugach
under existing contracts at $0.75/mcf if the legislation
passes. This value is one-half the state®s January offer to
settle the pricing dispute at $1.50/mcf, which was rejected
by the Beluga producers who sell to Chugach. If the dispute
: had been settled at $1.50/mcf under existing state law, the

10-JSLH



The Hon. John Sackett - 2 - March 3, 1986

state would have received approximately $1.9 million/year in
new royalty income from the Beluga field. Settlement at
$0.75/mcf, as will occur if CSSB 309 (RIs) is passed, will
increase state royalty revenues from Beluga production by
about $810,000/year, according to our calculations, because
the state®"s share of this production is currently valued at
$0.21/mcf by the producers. This increase in state royalty
revenues is less than would have been expected if 1) the
state s $1.50/mcf settlement offer had been accepted, or 2)
the state had successfully pursued its legal arguments
regarding the value of the state®s royalty share under the
existing lease terms, based on existing law.

Future costs to the State

As stated above, the department has submitted a zero fiscal
note because it is unable to predict future market
conditions and contract terms for Alaska natural gas.

It is important for the Legislature to consider that market
value in the future could either exceed or remain below
long-term contract prices for instate consumer gas
purchases. The present situation in the Beluga field is an
example of how long-term contract prices (Chugach at an
adjusted $0.26/mcf and Enstar at an adjusted $2.05/mcf) can
be above or below "market value"™ simultaneously in the same
field.

Section 2. The fiscal impacts of Section 2 (aa) of CSSB
309 (RIs) will largely depend on future market and contract
conditions in Cook Inlet, unless there is a commitment of
North Slope natural gas by the producers for instate use.
The natural gas market for instate energy use will be
affected by the costs of thermal and hydroelectric energy
alternatives, including new or expanded coal development;
production from new or shut-in gas sources; geothermal
development (which has been discussed in connection with
Beluga coal development); hydroelectric construction; export
projects for coal, gas, or oil; and the price of fuel oil
and diesel as alternative fuel sources. There have been
some projections of Cook Inlet gas prices by other agencies
that this department has disputed on grounds that the Cook
Inlet market remains largely controlled by local factors

rather than world gas or oil prices or exports. If North
Slope natural gas is brought to market its pricing and

availability will also become an important factor in the
fiscal impact of this bill (Section 2 (bb)). Because the
eventual marketing arrangements for Prudhoe Bay gas would



The Hon. John Sackett - 3 - March 3, 1986

probably have to be less diverse and more stable than are
marketing arrangements for Cook Inlet gas, it is likely that
there would be less disparity between Prudhoe Bay contract
price and market value, although the fiscal impact of
accepting the contract price as the statels royalty value
(given the magnitude of the Prudhoe Bay gas resource) might
be larger, either positively or negatively affecting the
state”s revenues.

Section 3. This section gives the commissioner
authority to make below-market-value gas sales for instate
energy use. Because the Legislature reviews long-term
royalty oil and gas contracts before their implementation by
the Department, the fiscal impact of this section will be
considered by future Legislatures reviewing such below-
market-value gas sales by the state. Without knowledge of
how often or at what cost the state will exercise this
option, there is no way to estimate the fiscal impact of
enacting this statute.

Please contact me if you have any further questions or
comments. I am providing copies of this letter to other
members of the Senate in anticipation of the floor debate on
CSSB 309 (RIs) this morning. Thank you for your interest 1in
this issue.

Sincerely,

Esther C. Wunnicke
Commissioner

cc: All Senators
Dr. Joyce Murphy, Chugach Electric



DNR 3-3-86
SUMMARY OF CSSB 309 (RULES)

The Bill will allow the state to provide certainty in
royalty gas valuation for Alaska consumer uses and North
Slope gas development.

Specifically, the Bill would:

0 Authorize the Commissioner of the Department of Natural
Resources to accept a contract price between a state
lesses (gas producer) and a gas or electric utility as
the value of the state"s royalty share of production.

0 Authorize the Commissioner of the Department of Natural
Resources to sell the state"s royalty gas to a gas or
electric utility at a price below market value. The

Legislature reviews long-term sales under existing law.

0 Establish a royalty valuation procedure which will
facilitate financing for a North Slope gas pipeline.

"Gas or electric utility" includes cooperative electric
utilities (such as Chugach, Matanuska, Homer, rural coops,
and Golden Valley Electric), municipal utilities (such as
Anchorage Municipal Light and Power), and a gas utility
regulated under AS 42.05 (such as Enstar).

The Act would apply only to future contracts between a
lessee and a purchaser.

A preliminary settlement agreement between the Department of
Natural Resources and the Board of Directors of Chugach
Electric, which would settle pending litigation over the
value of the state"s royalty share of Beluga gas now
pruchased by Chugach at $0.26/mcf, 1is contingent on passage
of the bill. The preliminary settlement agreement sets the
price of Beluga royalty gas under the existing Chugach
contract at $0.75/mcf.

Revenue Impact: Section 3 of the Bill, which authorizes the
Commissioner to sell royalty gas taken in kind to a gas or -
electric utility at a price below market value, could result
in lower state revenues in the future if this discretionary
authority is exercised. The amounts of potential revenue
loss cannot be precisely calculated, but would be identified
at the time of the sale, when legii. -utive review would
occur. The state could also lose or gain revenue by any
disparity between contract prices and market values, but
this fiscal 1impact is not predictable.



Section-by-Sectim Analysis of CSSB 209 (Rules)
Sectlen 1 of the Bill makes several findings:
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Yukon Pacific Corporation

March 18, 1986

Rep Mike Dav|s
D 4 1
Soncau, A dtloP 310

Raj Position Paper/SB 309
Dear Mr. Davis:
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Rep. Hike Davla Peg# 2

3-18-86

the flO-called "exce tlon" BhOlHd be broadened . to %II
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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.

Tha.arms length clause in the North Slope contract could
prevent a contract price decision by the State if North
Slope producers take any interest ina gas pipoline. In
ANGTS this was the case and it is likely the case in TAGS.

The State is protected by tha parallel finding that the
market valua of the gas is appropriate. Had such a
finding been made by the Commissionnr before less-than-
arms-length transactions were made to construct TAPS,

the Phillips-Marathon LNC plant, and the Collier Chemical
Plant, it is our belief that expensive and disruptive
legal battles on appropriate values of wellhead oil or
gas could have been 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.

Please pass this information along to the Committee at the hearing on
Wednesday, March 19.

With best regards.

JH:BH

Sincerely,

John Horn
Vice Chairman



MEMORANDUM State of Alaska

to: Kay Brown, Director oats March 19, 1986
Division of oil and Gas

and Ned Farquh®"r, Special Assistant/FiLE no
Legislative Liaison
Department of Natural Resourrses AONE no

from: Harold M. Brown Subject Yukon Pacific"s
At~ mrnev”General 3/18/86 letter on
SB 309

By: Mark P. Worcester
Assistant Attorney General
Orl, Gas and Mining-Anchorage

I have the following comments on the Yukon Pacific position
paper on SB 309, dated March 18, 1986, and addressed to
Representative Mike Davis.

* The letter consistently confuses the terms "price" and
"value™. When the state takeB royalty in value, it receives the
value of the gas; when it takes royalty in kind, it receives a
Price. Accordingly, the state does not "change the price" of
royalty on gas production taken in value. Rather, it merely
enforces lease provisions which provide that value is not
exclusively determined by the price established by the producer®s
sales contract. This is an essential distinction. For instance,
Horn®"s confusion betweeen "price" and "value" 1is the predicate
for his insinuation that "uncertainty" 1is attributable to the
supposed vagaries of state administration, whereas the critical
uncertainty is caused instead by the inability to predict the
marketplace over time.

* The letter ignores the fact that Yukon Pacific has always
had the ability to obtain "certainty" as to royalty contract
"price" through a contract for in kind royalty gas paralleling

any sale of working interest gas. Indeed, as indicated above,
the only way the state can commit itself not to change a royalty
"price" (as opposed to a royalty "value™) 1is in the context of a

sale of gas taken in Kkind.

* The insinuation that the state®"s legal case 1is weak 1is
entirely false. If the producers and utilities had thought they
had long-term contract prices controlled "inn/aTue® royaTtiesy-they-
would not have had "pass-through™ clauses in their sales
contracts. More explicitly, had Phillips, Marathon, Union, and
Enstar really felt their litigation chances to be so favorable,
they would not have all entered into settlements so clearly
favorable to the state. Even the Chugach settlement will bring
the state three times the amount of royalty that Chugach and the
producers asserted was due.

02 00Lairev. 10 79)
U



Kay Brown, Director March 19, 1986
Division of Oil and Gas Page 2
and

Ned Farquhar, Special Assistant/

Legislative Liaison

Department cf Natural Resources

* Up front agreement to a formula for apportioning price
among the gas, processing costs and transportation costs for all
sales contracts 1in unrealistic, The state still has not reached
final resolution on TAPS charges, and the shipping charge issues
for North Slope oil are in litigation in the Amerada Hess case.
It took years to resolve these issues with Phillips and Marathon.
It would be difficult for the department to make sound decisions
on such apportionment "up front"™ - especially within a 90 day
time frame.

* The present bill would not require the department to
agree to a formula to apportion a North Slope gas contract price
among pipeline, liquefication, shipping and the gas. For
instance, the sales contract could be between the producers and
Yukon Pacific at the North Slope, with Yukon Pacific marketing
the gas in Japan. The bill does not require agreement as to an
apportionment formula - only a finding that the value of the gas
has not been diverted to transportation or other cost or profit
centers.

* The apportionment issue will be a significant issue if
the first sale of North Slope gas 1is directly to the Japanese.
Mr. Horn worked with Phillips. Phillips argued in the Cook Inlet
LNG litigation that under a "proper"™ (from Phillips"™ perspective)
netback method, the value should be apportioned according to the

amount invested in each segment, since the pipeline, LNG
facility and LNG tankers have great up front costs, this would
have resulted in a very low netback value for the gas. In fact,

the great profits of the Phillips/Marathon LNG plant came from an
increase in the value of the gas: it was economic rent from the
fortuitous worldwide escalation of energy prices that created
the large profits. I am confident that any formula which
Phillips would have proposed "up front" would have been designed
to deprive the royalty owner from fully sharing in any
fortuitous rise in the value of the gas. Any simple formula would
inappropriately attribute rises _in the value of the gas to -—-—-——-
liquification, pipeline and" shipping, and would not account for
the depreciation of the pipeline, liquefication and shippong
facilities.

* It may be worth reiterating that tha ability of the state
to take its gas is kind is a safeguard of questionable value.
The gas market is limited - especially on a day-to-day basis.
More importantly, the state is in a very disadvantageous
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marketing position. Not only must any contract go through
administrative and legislative procedures which discourage
potential buyers, but the state, unlike producers,cannot control
the volume of gas under any in kind sale*, since the state simply
takes a percentage of what the amount produced under the lessees”
sales contracts.

* The suggestion that "expensive" litigation could have
been avoided had SB 3QS been on the books sooner 1is incredible.
Certainly, it has been expensive to litigate TAPS and the
Phillips LNG cases. Hov/ever, it has primarily been "expensive" to
the oil companies, sir.ee they have been required to pay huge
sums to the state. Moreover, it is disingenuous to suggest that
the Phillips/Marathon LNG disputes could have been avoided if SB
309 had been in place when that project was built. Phillips and
Marathon both strenuously argued that the Japan sales price*could
not be used to determine their royalty obligation. Instead, they
argued that their royalty was controlled by the local market
price (which they acknowledged could change over time). Union®s
dispute also could not have been resolved by a SB 309, since it
does not Bell its gas, but rather transfers it from its
production to its chemical division. The only reason that John
Horn 13 touting a netback for Yukon Pacific, after he adamantly
opposed a netback vhen working for Phillips, is because the
market is now different, and Yukon Pacific believes the royalty
will be lower using a netback from the Japan price (especially if
they can manipulate the netback "formula"™) than it would be if
the royalty were controlled by local market values. This
illustrates that the most consistent "principle” guiding the
industry®s stance on royalty policy is that royalties should be
minimized,

* It now looks like a real push will be made to amend the
(bb) subsection in SB 309 - at least to remove the restriction to
arm®"s-length contracts. I have an additional suggestion on
possible amendments. I believe that it. would be-important-that----
the commissioner have the power to conditionally approve the use
of contract price. I think that the power exists now, since a
commissioner could reject a proposal, and in the decision
accompanying the rejection state the changes which would make the
proposal satisfactory. However, it may be difficult for a
commissioner to take such actions because of political pressures
not to "obstruct"™ significant projects. It may be easier for a
commissioner to insist upon changes to protect the state"s
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royalty interest if the authorizing statute expressly
comprehended that the commissioner®s role would go beyond merely
taking or leaving an oil company proposal. This kind of
authority would be especially important where the proposal called
upon the commissioner to agree to apportionment of a destination
price among the gas, pipeline, shipping and liquefication
segments.
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April 25, 1985

Dear Senator Faiks:

The State has announced it intends to increase the price paid for royalty
gas which we receive pursuant to a contract entered into in 1960 and’ last
renegotiated in 1974, with Marathon and Union, our suppliers at the Kenai gas
field. ~The Administration says It is compelled to take this action_In order to
?et a fair market value for 1ts royaltyr gas and stop a "subsidy". The Adminis-
ration's statements are misleading. 'The State Is receiving fair value. There
IS no subsidy. There Is no reciuwement for the Administration to take such
action.  Without prQPosmg requlations, holding hearings, or giving those
3ffected an opportunity to be heard, the Administration would use the State's
monopoly power to exact an excessive price from the consumers.

Tne Fair Value of Gas Committed to a Long-Term Contract
Is The Arm's Length Negotiated Price

Historically, the value of the royalty share of ga,s committed to a Ion%-
term contract has been considered to be the price established by the contract,
If that price was set by unrelated parties in arm's length negoftiations. Since
?as transmission systems require massive capitai investments, |on?-term con-
racts for production are a characteristic of the business. Without long-term
contracts, Plpelln_es would not have been built. In order to assure the market-
ability of the plf)ellne's out put, good husiness practice requires a pricing
mecharism that will deliver the product at a competitive price. The free market
system basically has dictated the business practices we have followed.

~ Royalty owners In a number of states have attacked the long followed
principle that fair value is determined by arm's length negotiated prices, with
mixed results. Courts in Alaska have not ruled on the issue, but ENSTAR be-
lieves that the prevailing and equitable view is that fair values are determined
by arm's length negotiations, not by bureaucratic edict.

Our Customers Are Not Being Subsidi7eri bv the State

_The Administration claims there is a subsidy because the price the State Is
receiving under ENSTAR's long-term contract iS5 less than_the price ENSTAR is
P,aylng for gas we more recently negotiated to purchase, That purchase covers
ifteen years, cannot be terminated, and has known pricing terms. The State's
royalty can be terminated = on six months notice (and then taken "in kind"). The
State maintains it can unilaterally "reprice” Its gas at any time while taken as
royéall_ttY-ln-value. No willing buyer would purchase gas from™ the State under such
cond itlons.

~ During the 1960's ENSTAR was subjected to criticism in Juneau because seme
politicians helieved ENSTAR paid too much under the very same contract on which

DNR now says ENSTAR is paying . toq [little. e (our customers) paid the pric
necessary ¥o get the comen tmeqnt o? half a trll(llon cubic Fe)etpolf gas fgr 2%

e *|
"o
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[ears. We (our customers) took the risk that gas prices would go down, not up.
"he State received what was then considered t0 be a high price, guaranteed for
the life of the contract.

Our customers paid the market price for the risk they took. Gas prices
have gone up, not down. Now the State in effect would confiscate the values the
consumers paid for. Now the State maintains that without this confi-scation, it
Is subsidizing the consumers. Baloney.

The State is Using Monopoly Power
to Exact an Excessive Price frcm the Consumers

~Alaska is unique _in that the Federal and State gfovernments_ control substan-
tial ly all royalty. The  governments have a monopoly and it is not possible to
negofiate royalty” valuation terms of lease agreements. Terms are dictated, not
negotiated. “This is effectively a monopoly action at work, not a free market.
ONR admitted in an internal mémorandum that its present pricing proposal would
"further its relations with the ANCSA corgoratlons... and_ lend support, to
current federal royal_tK litigation...". If business corporations made pricing
decisions in concert” with or to accommodate other suppliers, they probably would
be subject to prosecution.

When we, as purchasers, enter into a Ion?-term contract with a producer, we
are not assured of the royalty share since the State retains the right to take
its gas in kind.  Yet we must take the royalty share, no matter what price may
be exacted. Obvmule, if a free market Prevalled, we simply would not purchase
State royalty on such terms. The concept of the State recelving fair value for
ItS resources does not mean it can use its monopolv power to squeeze the last
bit of revenue from the consumer. It does mean receiving the value that would

be arrived at in a free market system. That is exactly what arm's length
negotiations do.

For 25 vyears the State has accepted arm's length negotiated pricing as
royalty value. We believe it is unfair and probablK unlawful for the State to
reverse this acceptance In the present situation, with no regulations, no public
hearings, and no court decisions.

~We are trying to work with the State Administration and others to develop a
lefglslatlve or .administrative solution to this problem, and are preparing to
inform tfhe| public as to its scope and effect in the event these efforts are not
successful.

Cordlally,
ENSTAR Natural Gas Company

Bill 8. Hickman

Executive Vice President
BBH/dms
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December 12, 1984

The Honorable Jan Faiks

Alaska Sta+e Senator ,

1024 West 6th Avenue, Suite 202
Anchorage, Alaska 99501

Dear Jan:
| have Your September 6 letter and will try to respond in writing,
somewhat as to the handout you requested. have  been quite busy

through this week, but should have seme time after that for the meeting
\tl)\”th 1t6h%1§knchorage Caucus if that Is still desired. (Jury duty Decem-
er 16-21).

| will respond In this letter to the "subsidy" allegation, and
relate the history of gas in Cook Inlet in a memorandum, attached. The
allegation is fhat our price (and Chugach's) payable to the producers
for gas negotiated and contracted many ){ears a?o IS below the price at
which gas would be negotiated at present, and that the price differen-
tial, applied to tha State's royalty interest in that gas, constitutes
a subsidy from State residents "who are not users of that ?as (or
electricity made from it) to those State residents who do use the gas

(or electricity made from It).

Those who allege a subsidy appear not to comprehend the character
of the natural gas business, and | hope this letter will be of some
help in that respect. Natural gas, unlike oil, requires a relatively
large Investment fpr delivery to market. The [nvestment is for rela-
tlvely,lar%e Plpellnes and compressors, écryogenlc processing, storage,
and ships ‘In the case of LNG, liquefied natural gas). The investment
cannot he made without Ion_q_ term contracts at_known pricing, generally
well below the then prevailing delivered price ~of oil “in order to
assure a market against that competition. Essentially many major users
of natural gas can literally switch to oil whenever oil can be ‘obtained
for less than gas. The producers run this risk in developing natural
%as production,” and the pipeline/utility system is exposed to relative-
y much ?reater risk because Its Investment per unit Is normally much
Ereater than the producer's. For both, however, long term contracts at
nown pricing are essential and traditional in the Industry. When such
contracts are abrogated, as with Canadian production since the early
10's, ?reat distress and severe reaction develops. The experience
there Is an object lesson for Alaska: Canadian gas was arbltrarlly
repriced, and lost Its market In the Pacific Northwest to OPEC oil. [t
was followed by depression In both Canada and the Pacific Northwest and
by devaluation of Canadian money and In turn the defeat of the dec-
ades-old Canadian administration, this year.
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Admittedly there has been and will be litigation on the sanctm{
of contracts and the "rights" cf royalty[ Interest owners, as with al
controversies both private and public. The State has recently settled
with Phillips on North Cook Inlet gas used In Its LNG Plant, and that
In turn has enabled us to ?aln access to a portion of that gas, for
standby purchases In times of high demand.

It Is my opinion that a majority of Alaskan legislators and the
administration and the courts will acknowledge the ‘sanctity of con-
tracts as to our purchase of Cook Inlet gas. In opinion, the
alletg_atlons of subsidy of gas ratepayers are advanced In order to
Jusfify admitted State  subsidy to “non-rail belt electric users, as
enacted this year and may be Increased next year.

it Is worth noting that the State's royaltfy interest In Cook Inlet
?as we buy Is really rather small (about™ 1/6th of 1/8fn, or 20 of
he 26 million mcf * annual production). The spread between the price
we currently pay and the State's negotiated settlement with Phillips s
not nearly ‘as wide as would be Inferred from statements by seme politi-
cal figures and other royalty Interest owners. It is in" the range of
SI million per year, "a ‘far cry from the admitted State subsidy to
non-rail belt power” users.

Jan, | hope the foregoing and the attached memorandum will be of
some Interest to the Anchorage Caucus. Frankly, | would prefer not to
appear before your group at" thistime because we are quitelikely to
become embroiléd In” the lawsuit Involving  CIRI, MVS (old USGS) and
Union Oil Company. It would be embarrassing to me personally to
respond with no “comment or otherwise appear evasive, when | would
really like to make announcements to the world.

Cordially
* ENSTAR Natural Gas Company

Dale Teel
Pres Ident
DT/dms

*  The same  Anchorage Gas Corporation, Anchorage Natural Gas,
Alaska Gas and Service Company, Alaska Pipeline Company, el . etc.
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ENSTAR Natural Gas Company _  Correspondence
COMPANY
0 / Location
FI le /
From
) Da le Teel December 12. 1984
bject  History of Cook 1nlet Natura l Gas Fle

Prenareri In EfiSDonse to Remiest from Senator [I*n Pa lit; nf ftpn-romhpr ft.

_The history of Cook Inlet gas begins, | believe, with the 1959 discovery of the
Kenal gas field by Union and Marathon. It was this discovery, | believe, which
enable Anchoraqe Gas Corporation to win the franchise referendum election in the
fall of 1959, didn't participate In the 1959 negotiations or the franchise
campaign and didn't make my first visit to Alaska until January of 1960. | was told
however, that the owners o Anc_hora%e Gas Corporation had_had “In mind to bring me to
Alaska (from Honolulu) to organize Anchorage Gas CorPoratlon as an operating company
in 1959, even prior to the Kenai discovery, when they were planning to distribute
gropane or manufactured gas In Anchorage In _anticipation of a dlscover)é. The
wanson River oil field had been discovered (1957 or 1958), with gas shews but not
commercial quantities. M back?round then was In propane/butane "and manufactured
gas, in Hawaii, and | am a graduate chemical engineer.

We built the first marine pipeline In Alaska, across Turna?aln Arm, in 1960-61,
and turned on gas service in Soldotna and Anch_ora?e In August of 1961. Our first
wellhead cost was 32 cents per Mcf (thousand cubic Teet), well above the nationally
requlated price of 16 cents or so. For a time we believed this cost could compete
against coal at Chugach's_ Knlk Arm steam plant (now being moth-balled), and the
power/heating plants ~ at Elmendorf and Fort Richardson. Coal was then roughly 55
cents per Mcf equivalent. We were In part relying on the better efficiency and
labor cost savings frcm gas to be competitive with coal. The conversion of these
plants, all _ funded by the federal government, became a hot political issue, and it
was not until 1968 that we won out against the politics and the government inertia.

In the meantime, Chevron and, Texaco wgorously defended their fuel oil business
In Anchorage. They cut their price from 24 cents” per %al_lon to 20 cents per gallon
soon after (1Jas became available, and did heavy advertising and took other actions
against the Tntroduction of gas. One weekend they hired students to deliver a small
bag of peanuts to each house ™ In Anchorage with a fl;fer sa)(lng — "If you're thlnklng
of “converting to gas, think again. Peanuts Is al You'l save, S0 Wwe_have decide
to give }/ou the peanuts and let you save the cost of conversion." This and mam(
othér un-funny competitive actions forced me to appeal to Union and Marathon to cu
the Kenai wéllhead " price to 24 cents 225? reduction) to enable us to remain viable
without the large users (power plants) or the large commercial who were burning
heavy oil from Chevron,

In 1963 or so the Beluga gas field was discovered, and Chevron and the other
roducers signed a 20-year contract with Chugach at 16 cents. This fact, and the
ity's Installing 1ts Tirst gas turbine, led me once again to appeal to Union and
Marathon for a wellhead price reduction. They agreed that any gas | could sell

above 1.6 bef;{] ébllllon cubic feet per yeary to the City would be priced at 16
cents, while holding the 24 cents on the remainder. In this way we encouraged the
City to add more gas turbines and compete with Chugach.
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. Later In 1967 or so, we amended the Kenpai wellhead price aga_ln, to put the
first 8 bcfy at 24 cents and all above 8bcfy at 16 cents. By this time we had
recovered ficm the 1964 earthquake and found good” acceptance In the community.  With
various sales tools we wererapidly gaining customers and the coal’ supﬂllers (E
Jones) had shut down sothat coal was comingfrom Healy at a much higher price than

gas. Until this time Union and Marathon had owned half of our common stock (non-
voting), but In 1967 our owners offered a public sale of stock (Alaska Interstate
Company) and bought out the Union and Marathon Interest.

Our annual gas volume, grew rapidly as we displaced coal at all three power
plants and the “City continued to Install gas turbines. In turn, Union/Marathon
wanted to raise the  wellhead ﬁrlce and dedicate their gas to other markets —
ammonia (Union) and LNG (Marathon). They had made an agreement with Chevron to
"rent" Kenai field gas for 8 cents per mcf, but to pay the State royalty at 16
cents, which had heCome the "market price" via the Beluga sale as well” as our
negotiations with them. | believe (but do not know) that 8 cents was the wellhead
value necessary to make the ammonia and LNG feasible, so pricing the Kenai royalty
at 16 cents was a subsidy to the State from Unlon/Marathon.

_ In 1967 we renegotiated Kenai gas to 21 cents and scheduled future escalations,
in order to get.a firm _commitment of 550 bcf over a new 20 year term, to 1992, and
In 1974 we again negotiated to add a 19.4 cent charge-to get firm deliverabll Ity
through 1985 of 160 million cubic feet per day and 700 psig delivery pressure. Firm
deliverabllity Is the right to obtain gas on any day at the contracted |evel despite
a much lower ‘average dally take — “In our case only 72 million cubic feet, or a
"swing" of 222 The fedérally requlated price at that time was about 40 cents, for
110~ "swing". Thus we felt that adding the del Iverabil Ity charge gave us long term
protection and assurance of SUBEW Including peak demands.” It was well that we did
50, because from 1973 or so OPEC began to Dring chaos to the price of oil, followed
by the embargo and the Iranian actions which took oil (and gas, nationally) to
catastrophic “levels.

In 1977, again running short of del Iverabil It%/, we negotiated with the State to
buy the State's royalty ~Interest fro»: the North Cook Inlet gas fle'.d operated hy
Phlll,uos. We were “aware thatthis gas price was variable and escalating, but we
considered that we could meetthe escalat.ng price on condition that We had no
obligation to take that gas and would do so only to enable our customers to avoid
using oil  at an even much higherprice. We continued using State royalty gas until
we were ableto negotlate the  needed del Iverabll Ity from Marathon” (at” the Beaver
Creek gas field). Beaver Creek gas was Initially priced at 52.32 and Included
assured long term del Iverabil Ity, but Is Indexed “up or down to the price of turbine
fuel (oil) at the Tesoro refinery, so that its present price Is $2.19. This year we
gelggg buying gas from the Lewis River gas field with negligible take or pay, at

Clearly, the wellhead value of ?as in Alaska does not have a direct correlation
to the world price of oil, or even fo Inflation. There has been, and Is, a surplus
supply of gas available In the Cook Inlet area, and Its real value Is determined by
negotiations of a,\_/vglllngC buyer and a willing seller, ~We are entrusted b;{ the
Alaska Public Utilities Tommission with the “responsibility to behave prudent¥ In
these negotiations and to make the best deals we can for the interest of our custom-



! (
History of Cook inlet Natural Gas

December 12, 198
Page -3-

ers and our owners. There Is perhaps an art, but very little science, In deciding
wnen to make a deal and on what terms. We have been ccmplimented by many of our
associates In the Industry, by our customers, and by the APUC. We have been criti-
cized by experts at varioUs times that we have paid too little or too much. But a
deal Is"a deal In the real world, and | am proud of havm% the lowest gas rates In
the country and amon(71 the best long term,supplY. Where we had no customers In 1960,
we now serve nearly 70,000 and the benefits extend to all of rallbelt Alaska through
Interconnects of electric power, from Homer and Seward through the Matanuska Valley
and soon to Fairbanks. There Is no subsidy to our customers, or to these others,
although they, In total, are saving hundreds of millions of dollars per year as
clomR?reE to what they would be spending for oil If we had not developed natural gas
n Alaska.

We are aware of efforts by CIRI and MV (old USGS) to collect retroactive
royalty . and to set artificial “wellhead values for gas used by Union/Marathon
in~ their ammonla-LNG plants. These conditions do not atfach to our purchases, all
of which were made at arms-length and establish the real market, the only true value
of the gas we buy for our customers.

DT/dms
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RECORDS
CERTIFICATION

I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.






* Sec. 2 AS 46.03.020 1is amended by adding-a new subsection
to read:

(f) Tiie department may°make a grant to a-municipality
for the eligible costs.of” programs and facilities for
enhancing or protecting the water, quality of streams, laV.es,.
waterways, and"-..ether bodies of water if the costs ate incurred
after-July 1, 1S36. The grant may not emceed 50 percent of
the eligible costs unless the department finds that, the
program or facility is needed to avert an immediate hazard to
health, 1in which case/ the grant may be up to 100 p[ercent of
the eligible costs. Eligible costs are those not financed by-
the federal government and include costs of testing, research,



HOUSE

commitTeEEe REPORT
©))

Date referred: 5/10/ 86
FURTHER REFERRALS:

DATE - May 11, 1986

RESOURCES ) ) S3 324 -
The eCommittee has considered

"An Act relating to grants for water quality enhancement programs .and
providing for an effective date."

and recommends:

[ 1 do pass
[ 1 do not pass
[ 1 do pass with attached amendment(s)
[ ] no recommendation
[XX ] replace with HCS SB 324 . ) [ XX] same title
[ 1 new title
and recommends do pass

[ further referral to the Committee
and attaches: [ 1 letter of intent

[ ] first fiscal note

[ ] new fiscal note

[ 1 zero fiscal note
SIGNING DO PASS: SIGNING OTHER RECOMMENDATIONS:

Shultz

Pearce~

Cst° _ -

Co-chairman jiviitz



' IN THE SENATE BY THE RESOURCES COMMITTEE
2n HOUSE CS FOR SENATE BILL NO. 324 (Resources;

|
3) IN THE LEGISLATURE OF THE STATE OF ALASKA

FOURTEENTH LEGISLATURE - SECOND SESSION

5§ A BILL
5§ For an Act entitled: "An Act relating to grants for water quality enhance-
7 ment programs; and providing for an effective date."

8 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

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

10k (c) There 1is a water quality enhancement, water supply, sewer-
i1 age™ and solid waste facilities fund created in the department to
12 - carry out the purposes of this section.

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

14 ) The department may make a grant to a municipality for the
5 elijible costs of programs and facilities for enhancing or protecting
16 the water quality of streams, lakes, waterways, and other bodies of
17 water if the costs are incurred after July 1, 1986. The grant may not
18 exceed 50 percent of the eligible costs unless the department finds
19 that the program or facility is needed to avert an immediate hazard to
20 health, in which case, the grant may be up to 100 percent of the
21 eligible costs. Eligible costs are those not financed by the federal
22 government and include costs of testing, research, education, enforce—
23 ment, and clean-up programs for the purpose of discovering and solving
24 existing or potential water pollution problems. A grant may be made
51 under this subsection only for a water enhancement program approved by
201 department.

273 * Sec- 3- This Act takes effect July 1, 1986.
281
29

1 HCS SB 324 (Res)
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I, the undersigned, an employee of the State of Alaska, do hereby certify
that the microfilm images on this microform are accurate reproductions
of the original records of the State of Alaska as accumulated during the
regular course of business, and that it is the established policy and practice
of this State to microfilm its records and to dispose of the original records

after microfilm reproductions have been made.
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COMMITTEE REPORT /
0) 1 1
Date fi~NJerred: 5/8/86
FURTHER REFERRALS:
DATE: May 11, 1986
The RESOURCES Committee has considered CSSSSB 334 (Res)

*"An Act relating to Hatcher Pass Public Use Area."”

and recommends:
xx] do pass
do not pass
do pass with attached amendment(s)

no recommendation

el bl bd

replace with

and recommends

[ 1 further referral to the

and attaches: letter of intent
first fiscal note
new fiscal note
zero fiscal note

SIGNING

1] same title

] new title

Committee

OTHER RECOMMENDATIONS:
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- hed margunar CCMMENTS O —
Commissioners Office .
fLC nu
TELEPHONE NO:
FROM. l_anCc6 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 Tfield 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 oM

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 Tfiled APMA"s to
Justify their surface use. » They--were »

- Hungry Dog claim, Dan Lepke (date ~"f Tfiling not available)
- Slippery Rock claim, Lou Sackett (filed 10-22-85)

- Adeline claim, Hike McDannel (Ffiled 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 1in 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.

02-001A l«*v. 10/79) 1ISF*



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, DMMwini

ask the AG"s office to begin civil action to ensure compliance.

End of current situation.

Lance E. Key
762-2277



to:

State of Alaska

Division OF MINING

Lance Key December 17, 1985
ql WM TE:

FILE NO:
561-2020

TELEPHONE NO:

Jerry Gallagher Lepke, APMA 1852605

MM GdgggV " e s ST

I have reviewed the request by Hr. Daniel Lepke (Annual Placer Mining
Application #852608) to live on the Hungry Dog Camp #l1 and Hungry DogCamp #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. Lepkels 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 2M

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 16 “x26" canvas quonset hut,
an outhouse, a propane storage shed, an equipment storage shed, and a guard
shack.

i
A review of annual Ilabor 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 of’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 facllties 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 pivision
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 61 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.

JF|jd/ 492V



MEMORANDUM State of Alaska

DEPARTMENT OF NATURAL RESOURCES
DIVISION OF MINING

TC: Lance Key date ml?, 1305

FILS NO:
TELEPHONE NO: Sol-2020
Friom: Jerry Gallagher SUBJECT: McDannel, APMA #31056

Geologist V

I have reviewed the request by Mr. Michael McDannel (Annual Placer Mining
application #31056) to live on the Adaline No. 1 and 2 mining claims (ADL"s
£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. McDannells 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.



Based upon

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

of Mining approves the following actions:

D

2)

3

4)

0G/jd/1494v

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).

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,

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.

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.
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M EHQS ™ Q iU J " resources State of Aiaaka
DIVISION CF MINING

Lance Key December 24, 1985
to. DLWM DATE:
k
FILE NO;
561-2020

TELEPhONE NO:

Jerry Gallagher pfL Lv-~C Sackett, APMA 852932
FROM: 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, 1"m safeguarding the equipment 1"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 *=*30 279 - S/30
1982 60 5710 - 7730~
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.

aaoothiR«. Tgitf)
TAll
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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 1ls 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
act|V|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 (DA 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.
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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.

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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s L. me CERTIFIED MAIL 140 343 623
_3_‘\7_'5?\1V? > - ot e o4 . 2V RETURN RECEIPT RECUESTED
JIV) a .V , . .« '-V N ) . -
Lloyd Sackett . * . oErEr
6820 A-1 —«r W
JIlk-sw* . Palnarj-Alaska v D WO, L R BT
g? TH " M\NV e*e ee Ny o - = fo = - mmf-5 - - -
Re: Surface Uae of the “Slippery Rock”>Mining Claim
ACL 8C055-57
i *VA. " & im
fy\.Dear Mr. Sacketti
v T2 (SIS %)

The Division of Land and Water Management has recently reviewed the decision v;>i; ,.1i
of the Division of Mining concerning your Annual Placer Mining Application S
"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.- mhave been judged as not in accordance with the standards of 11 AAC 86.145. =

[ "s"Based on”Zthis decision, the Division of Land and Water®Management, hereby  jffrtlsg »
"e7& » ejssues Qis*wgg AND iCRDER OF CONFIRMED UNAUTHORIZED USE.. * y*FIrIF VoY -
Tr~»T" *~ I n R o -
. . YOU ARE FEREBY NOTIFIED that the Division of Land and Water Management and .4-
the Division of. Mining have determined the surfacs use. of your miring -.\V.7%?2%/"
ml/ claim (Slippery Rock 1-3) are in violation of Alaska Statute 38.05.255 "~
*y- (Surface Use of Land and Water) and 11 ad0 16.145. e= V.

=/, <tlaim will be allowed. All residential use of ycur claim shall cease *"T.e«
. twnediately upon receipt of this notice. - r.v*

2 All nNo TrespassingI, "Keep Out™, and other signs which restrict
public access shall he removed immediately upon receipt of this
. * * notice, e - e “
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LVond Sackett
P .March Yzf 1985
es ee"_Page Z -*
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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 Jear-round. No equipment shall be stored on the claim during the
,g%ﬁgn. r/"1j period October 1 to April 30 each year. !
A. Non-portable heavy mining equipment may be parked on the mining <
claims during the summer mining season frcm May 1 to September 30 if
& " ..required for use in the mining operation. This equipment is limited
..sto a D-6 sized or smaller bulldozer and a backhoe. No heavy mining
equipment shall be stared or parked on the claims frcrm October 1 to
e April 30 each year. Use of this equipment on the claim must ba *
approved prior to use"through the Annual Placer Mining Application
process. # " e

5." All existing trailers, step vans, campers, storage sheds, !
"smokehouses, outhouses, living quarters, garbage, trash and other
v t; " Ve ) personal effects must be removed from the claim no latar than May 15,

"e 7...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

?;/ HSA;Lyour claims into compliance with the law. Any costs incurred by such
,"{J1.T;-*l=enforcement action will be charged against the claim owner to the extent ““-.
L'w " "Ui.-T-"permitted by law. < ..
ro -V, > L , b . om ., vy e e e
Attached find the Department of Natural Resources regulations setting cut your
,-wight 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. * 9

U H bvve-1
Tcm Hawkins, Director Pedro Denton, Director
Division of Land and Water Management Division of Mining

*0 “"Ao”™ul J

Eats - Date
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Matanuska-Susitna Borough
BOX B. PALMER. ALASKA 99645 * PHONE 745-480 1

BOROUGH ASSEMBLY

APR 10 bss
April 7, 1986

Honorable Bill Sheffield, Governor e
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.

Sincerely,

(53

Lororny a. «4,.s. Mayor
Matanuska-Susitna Borough

DJ/cls
Enclosures

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



Presented by: Mayor Jones
Introduced: 02/13/86
Drafted by: G.L.S.

MATANUSKA-SUSITNA BOROUGH
Resolution Serial No. 86-7~/

A RESOLUTION OF THE MATANUSKA-SUSITNA BOROUGH ASSEMBLY
SUPPORTING THE MULTIPLE USE CONCEPT FOR THE AREA WITHIN THE
PROPOSED HATCHER PASS MANAGEMENT PLAN.

WHEREAS, the Department of Natural Resources made
a presentation on a proposed Hatcher Pass Management Plan to
a joint meeting of the Matanuska-Susitna Borough Assembly
and Planning Commission on February 10, 1986, and

WHEREAS, said plan was represented as an attempt
to provide for the sound development of the several natural
resources and potentials of the area, including, but not
limited to, recreation, tourism, mining, hunting, fishing
and wildlife management, and

WHEREAS, the public comments regarding use of the
Hatcher Pass area indicated the area 1is susceptible to
multiple- use development including preservation of scenic
quality, enhancement of recreational and historical uses,
hunting, fishing, trapping, camping, skiing, hiking,
grazing, and mineral development, and

mWHEREAS, the Hatcher "Pass Management Plan, Subunit
Description of Resource Values dated December 1985 indicates
many of the subunits contain moderate to high mineral
potentials, and

e WHEREAS, the area should be developed 1in such a
manner as to maximize 1its recreational and economic benefits

to the people of the state of Alaska and the
Matanuska-Susitna Borough, and

WHEREAS, the multiple use approach to the manage —

ment of the Hatcher Pass area should be clearly set out 1in
the Plan;

NOW, THEREFORE, BE IT RESOLVED BY THE ASSEMBLY OF
THE MATANUSKA-SUSITNA BOROUGH:

1. That it supports the multiple use <concept
presented to it by the Department of Natural Resources for
the management of the Hatcher Pass area.

2. That it strongly recommends the Department of
Natural Resources clearly 1incorporate in the Hatcher Pass
Management Plan the multiple use approach to the management



of the various Hatcher Pass potentials ana resources such as

recreation, tourism, mining, timber, agriculture, hunting,
fishing and wildlife management.

PASSED AND APPROVED this /,<m day of
1986. b

Dorothy A. Jonres, Mayor
ATTEST: READ AND APPROVED:
(1L & 55! 7<4
CHns Seagrafes Gary Thurlow

Borough clerk Borough Manager



NON-CODE INTRODUCED BY: ASSEMBLYMAN

MATANUSKA-SUSITNA BOROUGH

ORDINANCE SERIAL NO. 36-"~ Q
AN ORDINANCE OF THE ASSEMBLY OF THE MATANUSKA-SUSITNABOROUGH APPROPRIATING
$15,000 FROM THE LANDMANAGEMENT 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 1s hereby appropriated
$15,000 from the LandManagement 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- o
ADOPTED by the Assembly of the Matanuska-Susitna Borough this

day of flps®,0 1986.

n o)

Dorothy A. Jon%f, Mayor

ATTEST:

Chris Seagraves,JBorough Clerk

(SEAL)

CYPR



Presented by: Asserr._blyperson

Cypra
Introduced: 01/21/86
Drafted by: S.C.

MATANUSKA-SUSITNA BOROUGH
RESOLUTION SERIAL NO. 86-10 (Substitute)
A RESOLUTION ENDORSING THE HATCHER PASS, WILLOW  AND

TALKEETNA MOUNTAIN AREAS AS POTENTIAL WINTER OLYMPIC
SITES .

WHEREAS, the Hatcher Pass, Willow and the Talkeetna
Mountain areas are recognized for their high recreational
value, and

WHEREAS, Hatcher Pass, the Willow and Talkeetna
Mountain areas are located in the vicinity of the
Municipality of Anchorage, and

WHEREAS, the Municipality of Anchorage has sought and
received nominations as the Winter Olympic site in 1992. and

WHEREAS,= the U.S. Cross Country Ski Team has recognized
Hatcher Pass as having high potential and v e this area for
training, and

WHEREAS, the Hatcher Pass, Willow area .id Talkeetna
Mountains receive considerable use by the Anchorage skiing

community, and

WHEREAS, there is high unemployment in the
Matanuska-Susitna Borough, and

WHEREAS, the current snowfall in the state of Alaska
indicates the Hatcher Pass, Willow and Talkeetna Mountains

can be relied upon as good sites for Winter Olympic sports,



NOW THEREFORE 3E IT RESOLVED BY THE ASSEMBLY OF THE
MATANUSKA-SUSITNA BOROUGH:

That the Assembly of the Matanuska-Susitna Borough
endorses the Hatcher Pass, Willow and Talkeetna Mountain
areas as potential Olympic sites for cross country skiing

and any other appropriate activities.

PASSED AND APPROVED this - day of /
1986 .

Dorothy A. Jones, Mayor
ATTEST: REVIEWED AND APPROVED:

oo M

Chris Seagraves
Clerk

SEAL



Matanuska-Susitna Borough

SUMMARY OF
MINERAL RESOURCES

By

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

July. 1983

A summary of notable past production and
probable future development of metallic

and industrial mineral resources within the
Matanuska-Susitna Borough.

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
additional placer production occurred.

Several attempts at placer mining 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 uniformly
unsuccessful because of the distributive 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-drill holes were drilled into the bottom of
Willow Creek in the vicinity of the mouth of
Grubstake Gulch. It is reported that these
determined that the placer grav;ls extended to a
depth of neaily 100 feet; indicating the
existence of a buried canyon filled with probably
pre- and inter-glacial gold bearing gravels.

Mining 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 of gold in the late
1970's considerable renewed interest was also
shown in both the placers on Willow Creek and
uii the Little Susitna River. Many claims were
staked and several mining attempts have been
made. but the only apparent viable operation
remains that of William Mrak and the Herman
Brothers at the confluence of Willow Creek and
Grubstake Gulch.

Placer occurrences are also known to be
present on Wet Gulch, the next tributary 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 mining 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 vicinity.
Other operations had previously been attempted
on Willow Creek within the five miles reach
below Grubstake Gulch.

Much of_the Little Susitna River and Reed
Creek have been staked for placer mining
purposes. Although flour gold can be consist-
ently “ panned along these two streams, the
extremely boulde'rous character of the gravels
render it doubtful that any viable placer mining
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 of 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 mill.
These early mills 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 mining 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
doubtful. Though undocumented, there is some
likelihood that the Gold Bullion, and perhaps
other discoveries, had initially been made by a
group of alien Japanese, who had then been
encouraged to go search elsewhere.

In the early years the difficulty of access,
short seasons and insufficient water for power
limited the milling 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 milling. 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 mining and milling was piaclical.

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 of veins, ever became viable.
Among those of particular importance (progres-
sing from west to east) are the following:



May 2, 19S5

Senator Jan Faiks 8 \985i
PO Box V

Juneau, AE 99811

€CSSSS3 33~ - MATCHER PASS PUBLIC USE AREA

This is to let you know that the board of directors of the
Greater Palmer Chamber- of Commerce supports you 1in your effort to
establish the Hatcher Pass Public Use Area.

Sincerely,

GREATER PALMER CHAMBER OF COMMERCE

Brigitte Lively
President, Board of Directors

cc: Senator Jay Kerttula

YhA VAL i A



COOK INLET
AQUACULTURE ASSOCIATION

RT. 2. BOX 8a9
SOLDOTNA. AK 99569
(907) 283-5761

Senator Jalmar M. Kerttula X App . s
Alaska State Legislature " Wu j
Pouch vV (MS 3100)

Juneau, Alaska 99811

Dear Senator Kerttula:

The Cook Inlet Aquaculture Association supports the passage of SB
No. 334. Establishment of the Hatcher Pass Public Use Area would
increase the degree of water quality and habitat protection
afforded to the headwater streams of the Little Susitna River.
Protection of water quality and habitat will ensure the continued
productivity of the River®s fish populations.

The Little Susitna River produces significant quantities of all
five species of Pacific Salmon which are found in Alaska. Some of
these fish are harvested commercially as they pass northward
through Cook Inlet. The Little Susitna River salmon are also
important to Matanuska-Susitna and Anchorage area recreational
fishermen because the stream flows largely through public lands,
is close to population centers, is accessible via the road systenm
and 1is, 1in itself, picturesque.

The £QQK INLLX REGIONAL SALMON ENLARGEMENT PLAN lists the Little
Susitna River as a site for fish stocking projects which will
increase annual recreational fishing harvests by 10,000 coho
salmon and 6,000 king salmon. In the future 1 would expect the
Little Susitna River to become even more important to regional
salmon harvesters and the creation of the Hatcher Pass Public Use
Area through the passage of SB No. 334 would be a wise
preparatory step toward that future.

Sincerely,

Thomas E. Mears,
Executive Director

cc: All Senate Resources and Finance Committee Members

SALMON ENHANCEMENT TODAY MEANS BETTER SALMON FISHING TOMORROW '



March 3, 1986

Senator Arliss Sturgulewski, Chairperson
Resources Committee

Pouch V

Juneau, Alaska 99811

Dear Senator Sturgulewski:

As a frequent user of the Hatcher Pass area, | am writing
you as a supporter of Senator Jay Kerttula®s "Hatcher Pass
Public Use Area"™ Bill. It is my wunderstanding that this
bill will close the Little Susitna River Corridor to new

mining and will additionally prohibit state land disposal
within the use area.

I believe this bill is a needed piece of legislation.
It is a balanced bill in that it won"t affect existing
valid mining claims, but it will stem the trend regarding
squatters on the land 1in this area. It is clear that the
Hatcher Pass area 1is one of those areas which has both
a high tourist value, and yet attracts residents year-round
because of its diverse recreational uses. But because
squatters and persons on 1illegal mining claims are posting
certain areas so as to prohibit access to the lands, the

public in general is suffering. One can find "no
trespassing”™ signs placed by miners 1in areas on state lands
to which the public has a right of use. This should not

be tolerated, especially in this area.

I urge you to give this bill your fullest support during
the. legislative session. I, along with many others, will
be following the progress of this legislation.

\Jg>Y'\7 frill tf ir/anrec
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Senator Arliss Sturgulewski
Senate Resources Committee
Sox V

Jur.eau, Alaska ~"c3l1

Dear Senator Sturgulewski,

I urge you tc 3unport senate Bill 2§1§ establishing the
Hatcher Pass Public Use Area, introduced by Senator Kerttula.

Hi3 bill protects oublic use of a pooular area 1in two
ways. First, the legislation disallows new mining or. the
Little Susitna River. As you know, the river is a tremendousl!ly
valuable scenic resource to oecple in my community and visitors
from. out-of-s™ate. On the other hand, it contains such small
Quantities of gold that all olacer mining attempts have been
failures. From the ew of state resources management, there
is no economic advantage to additional mining on the Little
5u. 3o0~e of the current claim holders have created substantial
eyesores on the stream, in violation of several state regulation:
The oreocsed legislation will see to it that no additional
snuatters ore-emot the oublic from, using the 3treanm. As
Chuck Hawley told me, "There 1is no gold there. That river
should be for tourists."”

Secondly, S.3. 22(prohibits state land disposals in
the Hatcher Pass area. Private control of 3tate land there
fulfills no public needs, but in fact puts resources off-li-its
to the oublic now utilizing them there. Plenty of unsold
orivste land lies near the proposed Public Use Area for
people recuiring a cabin site. At the recent public hearings,
participar.ts overwhelmingly objected to land disposals 1in
the Hstc.ier Pass area.

Although 3.3. %is valuable legislation, it has some
room for improvement. The legislatively designated area
should include the high mountains ar.d meadows just to the
northeast. Thi3 3mall area is a oooular destination for
skiers and mountaineers, and it therefore deserves the
same legal consideration asdie rest of the Public Use area.

I would -like to come down to Juneau and talk to the

Resources Committee about the bill when it comes uo on your
agenda.

Sincerely,

C: —anll ot-'mnoa
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Senator Arliss Stut'yj lcws"-<: -ec.
Senate Sesottcs Commi 1:SsS
sok \

W un s au . A |l a s k a 9 9 51 1

Dear Senator Sturgulewsk;.,

I am writing you to asw for your succort for 55 334,
an Act creating a r.atcier Pass Use Area.

while I am currently on the Matanuska Susitna Boroucn
Assembly arc represent the area that the Use Area addresses.
I am writing this as a orivate citizen.

There are numerous questions revolving around this bill,
but I would like to share several of the things 1 nave come
to see as important.

Probably the two major concerns have been recarGina
minirz in the area and whether 35 334 will eonfMr 4 with

the Hatcher Pass Management Pian. On the first concern, 1
do not cslieve this bill will establish a orecedent miners
should teel threatened with. On the contrary, most miners

I know feel this area has little mining value ana those who 7re
using claims near the Little Susitna River _.are givinn others a

bad name. Gf the second concern, that of the Hatcher Pass
eeean, 1 have watched the oianning process closely and from my
mperspective feel SB ... . - 2y <v-r*n.uw,_» bpth the

public? desire and the Plan3 goals.

One of the strongest personal concerns | have 1is
building a diverse and heathly local economy. I believe
35 334 will protect the Little Susitna area for the thin.cs
we desperately need the most: excellent recreational
and tourist destinations.

Sincerely yours,

R-M

Steven R. Cvcra 1

cc: Senate Resource
Ccmm it tee
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B I ack S and s M i ning Co

Phillip D. Strange
P.0. 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 | 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 1 get it developed to the point where | can go into production, the
cost of bringing in equipment will bevery low because of the excellent road
access into this mining area.

I believe that hte needs of bothminers 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



Knik Kanoers and Kayakers
3903 Arkansas Drive
Anchorage, Alaska 99503

February 5, 1986

Senator Sturgulewski
Resources Committee

Pouch V

Juneau, Alaska 99811

Dear Senator,

I am writing on behalf of the Knik Kanoers and Kayakers
to urge you to support Senator Kertulla®s Bill No. 334. The
intent of the legislation is to protect the water quality and
public use of the upper Little Susitna River. Kayakers use
the Little Susitna on a regular basis. The proposed legislation
creates the Hatcher Pass Public Use Area and protects our access
to the river and surrounding lands.

The Little Su is an exceptional kayaking river. It
is a clear warm water stream of unusual beauty and challenge.
S.B. 334 is an important bill for Knik Kanoers and Kayakers.
The bill would stop new mining on the stream and thereby the
number of residents engaged in illegal placer mining there.

A few of these miners have settled along the Hatcher Pass Road
and accumulated junk in their yards and erected threatening
signs along the road and river. Although they find little gold
in the river they have significantly impacted the experience

of kayakers paddling the river. Not only kayakers but also
hikers, picnickers, fishermen, and motorists must be wary of
these mining claims.

Sincerely Yours,

President

e /W o-*
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Senator Arliss Sturgulewski
Resources Committee

State Senate

Juneau, Alaska

Dear Senator.

Please suoport Senate Bill 33U, introduced by Senator
Kerttula last week. This legislation seeks to puta stop
to further unlawful souattinm along the Little Susitna River
near Hatcher Pass, and to clean up the area for the tourists.

It is important to me and other people in the area that
the Hatcher Pass region bekept attractive. I and my familv
and our guests like to drive along the Little Susitna River
to the old Independence Line, At any season the area is a
real attraction, One of the few detractions from, the experience,
however, 1is the trashy "rininr" sites along the rend. Souatters
have erected threatening sims warning the oublic off their
olacer claims, and have created a series of small junkyards.

sve nothinr against legitimate- mining on state lands,
no:wever these oecple are taking unfair advantage of the rule-s
Thes_ >~ iners"™ take a couole of ounces of dust from the river
each year, certs"nly an amount insufficient to justify suer.
use of state land, I realize that the Division of Kin .nrr in
Dhn 1is startin™ to enforce tne rerulations on the river.
and | encourage them to do so. Unfortunately, we have no
assurance that they will oersist. V.iere were they in the oast?
k%o, O01°oreemerit re they pursuing in other areas occup led "
by souattars r.ow? Can we trust the Dennrtment to er.for
re ulations 1iIn the future under other state adrinistrat

Senate Bill 3. U solves these uncertainties. Although
the bill does not d rectly affect the current soustters, it
does orevent the problem from grcwinrr. I would like tc be
assurred that the river corridor will be cleaned up and stay
cleaned up by statute, rather than to deoend on the whim of
the bureaucrats 1in DNR. The bill 1is just good, basic resource
management.

N 7 U / 3 d [¢ P
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Senator Arliss Sturgulewski, Chairman
Senate Resources Committee

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Senator Sturgulewski:

While a great many of us have benefitted from the State"s and Federal
Government®s largess 1in dispensing land and privileges in Alaska- and these
traditions must continue to provide opportunities to individual Alaskans-

we need to insure public benefits, too.

Senator Kerttula has introduced a bill regarding land disposals and new

mining claims in the Hatcher Pass Public Use Area. In a world where each
citizen exercised a measure of respect for nis neighbor®s pursuit of hap—
piness such a bill would be superfluous. But this 1is not the case 1in Hatcher

Pass, and abominable abuses .exist there already, coupled with an agonizing
inability of some State agencies to enforce their own regulations and protect
the public weal.

All summer long one finds a steady stream of Southcentral Alaskans and
visitors driving over Hatcher Pass. Almost the sole reason for this exercise
is the enjoyment and awe of the scenery. Serious excresences disfigure this
scenery already, and Senator Kerttula is correct in wanting to save our most
accessible alpine region while there is still hope of doing so.

Hatcher Pass 1iIs a State treasure that benefits most the less we do to it.
Please support Senator Kerttula®s efforts towards 1its continued existence.

cc: Senate Resources Committee Members



4 nonurnht .iss.tantion . . .
dedicotcd to education ana .nv.ireness nmumCtltmrJ nemonr»i, 'VkV>
i ucati .Nv.i -
jDout rivers jnd river running 0 \er 1Q(ID -ift
jntf A & Tiinrjvisrs trugr
throughout the United Stoles J o U\m g

_ _ ) fiavaune
Contnoutions ore tjx-dcductihle

N ational Organization for River Sports
Box 6847 314 North Twentieth Street Colorado Springs, Colorado 80904 (303) 473-2466

Senator Arliss Sturgulewski NORS BATTLES FOR BOATERS'

Resources Committee Chairman CURRENTS COVERS RIVER RUNNING'
Alaska State Senate, Bo:: V

Juneau AK 99811

Date: March 4, 1986

Dear Senator Sturgulewski:

It has come to my attention that the upper portion of the
Little Susitna River, and its surroundings known as the
Hatcher Pass Area, are the subject of a bill now before you,

S.B. 334, which would®"make this a public recreational use
area.

On behalf of our members in Alaska and elsewhere, 1
strongly urge you to help reserve this area for public
recreational use. 1In recent years | have been amazed at the
advances in technique and equipment for running rivers, and
I can assure you that this river will carry increasing
recreational use in coming years. Already there are not
enough rivers to go around, resulting in waits of as long as
ten years to get a permit for a trip on certain major rivers
in the West. For the future of your state®s tourism economy
and the benefit of its citizens in general, 1 urge you to
preserve this recreational area.

Sincerely,

O lL.

Eric Leaper
Executive Director

EL/T a

cc: Senator Jan Faiks, Finance Committee



