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P a g e  2 M a y  8, 1985

B o t h  the K e n a i  gas f i e l d  and the B e l u g a  gas f i e l d  are m o r e  
t h a n  15 y e a r s  into p r o d u c t i o n .  T h e  B e l u g a  field, w h i c h  
b e g a n  p r o d u c t i o n  in 1968, has a b o u t  80 p e r c e n t  o f  its 
r e c o v e r a b l e  r e s e r v e s  r e m a i n i n g  to b e  p r o d u c e d  a f t e r  17 y e a r s  
of p r o d u c t i o n .  T h e  K e n a i  field, w h i c h  b e g a n  p r o d u c t i o n  in 
1962, has a b o u t  34 p e r c e n t  of  its r e c o v e r a b l e  r e s e r v e s  
r e m a i n i n g ,  b u t  the S t a t e ' s  e f f e c t i v e  r o y a l t y  s h a r e  is o n l y  
a b o u t  2 p e r c e n t  in t h a t  field. To e n s u r e  t h a t  the S t a t e  
r e c e i v e s  its s h a r e  b e f o r e  the e n d  o f  the f i e l d  life, gas 
f r o m  o t h e r  n e a r b y  f i e l d s  c o u l d  be p l e d g e d  as a b a c k u p  
m e c h a n i s m .

T h e  p o s s i b i l i t y  of  a r r a n g i n g  a t r a d e  o f  c u r r e n t  p r o d u c t i o n  
for f u t u r e  p r o d u c t i o n  h o l d s  p r o m i s e  as a w a y  to r e s o l v e  the 
c u r r e n t  d i s p u t e  w i t h o u t  c o m p r o m i s i n g  the S t a t e ' s  p o s i t i o n  in 
o t h e r  r o y a l t y  l i t i g a t i o n  or t h e  l e a s e  e n f o r c e m e n t  p r o c e s s .  
H o w e v e r ,  w e  c a n n o t  p u r s u e  th i s  p o s s i b i l i t y  u n l e s s  the 
s t a t u t e  is a m ended.

We t h i n k  the u n d e r l i f t  a p p r o a c h  c o u l d  be a t t r a c t i v e  to all 
p a r t i e s  b e c a u s e :

C o n s u m e r  e l e c t r i c  and gas r a t e  i n c r e a s e s  t h a t  w o u l d  
o t h e r w i s e  o c c u r  c o u l d  be a v o i d e d  (or at l east 
p o s t p o n e d  for p e r h a p s  5-7 y e a r s ) ;

T h e  S t a t e  w o u l d  be  b a n k i n g  the r e s o u r c e s  u n t i l  a 
l o cal or f o r e i g n  e x p o r t  m a r k e t  d e v e l o p s  for the 
gas;

L e n g t h y  l i t i g a t i o n  c o u l d  be a v o i d e d ;

A l l  future o p t i o n s  for d i s p o s i t i o n  o f  the gas w o u l d  
r e m a i n  open;

The L e g i s l a t u r e  w o u l d  h a v e  m o r e  t i m e  to c o n s i d e r  
the i s s u e  of  u s i n g  r o y a l t i e s  to p r o v i d e  c o n s u m e r  
e n e r g y  s u b s i d i e s ;

If the L e g i s l a t u r e  d o e s  d e s i r e  to s u b s i d i z e  
S o u t h c e n t r a l  u t i l i t y  r a t e s  t h r o u g h  i n - k i n d  r o y a l t y  
s a les in the future, m o r e  gas w o u l d  be a v a i l a b l e  to 
o f f s e t  large p r i c e  i n c r e a s e s  t h a t  w i l l  o c c u r  in the 
e a r l y  1990s w h e n  l o n g - t e r m  c o n t r a c t s  e x p i r e .

T h e  e x p e c t e d  fiscal i m p a c t  of u n d e r l i f t i n g  in the B e l u g a  and 
K e n a i  fields, if a g r e e m e n t  c o u l d  be r e a c h e d  b y  the State, 
lessees, and u t i l i t i e s  to a l l o w  t h a t  a r r a n g e m e n t ,  w o u l d  b e  a 
loss of  a b o u t  $1.5 m i l l i o n  in F Y  86.



P a g e  3 M a y  8, 1985

T h e  S t a t e ' s  o p t i o n s  for d i s p o s i t i o n  of  the gas are l i m i t e d  
at  this time. I m m e d i a t e  l o c a l  n e e d s  a p p e a r  to be s a t i s f i e d  
b y  e x i s t i n g  c o n t r a c t s  betv/een t h e  u t i l i t i e s  and gas 
p r o d u c e r s .  C e r t a i n  c o n t r a c t u a l  p r o v i s i o n s  in t hose 
c o n t r a c t s  m a y  m a k e  i n - k i n d  r o y a l t y  gas s ales u n a t t r a c t i v e  to 
th e  u t i l i t i e s  at t h i s  time. F o r  e x a m p l e ,  the C h u g a c h  
E l e c t r i c  c o n t r a c t  for B e l u r a  G a s  c o n t a i n s  a "most f a v o r e d  
n a t i o n "  p r o v i s i o n  w h i c h  w o u l d  j e o p a r d i z e  the u t i l i t y ' s  
f a v o r a b l e  l o n g - t e r m  c o n t r a c t  p r i c e  if it p u r c h a s e s  gas fr o m  
t h a t  f i e l d  at a h i g h e r  pri c e .  E n s t a r  a l s o  w o u l d  h a v e  no 
i n c e n t i v e  to p u r c h a s e  r o y a l t y  gas f r o m  the K e n a i  field 
b e c a u s e  a n y  su c h  p u r c h a s e  w o u l d  r e d u c e  the v o l u m e  of  gas 
E n s t a r  is e n t i t l e d  to r e c e i v e  u n d e r  its 61C l o n g - t e r m  
c o n t r a c t  w i t h  U n i o n  a n d  M a r a t h o n .

It is o u r  e x p e c t a t i o n  t h a t  t h e  a m e n d m e n t  w i l l  be p r o p o s e d  
d u r i n g  S e n a t e  f l o o r  d e b a t e  on C S H B  1 0 3 ( F i n a n c e ) . In 
a d d i t i o n  to the u n d e r l i f t  a m e n d m e n t ,  I u r g e  y o u r  s u p p o r t  o f  
t h a t  bill. T h e  b i l l  w o u l d  r e m o v e  p o s s i b l e  l e gal i m p e d i m e n t s  
t o  r e n e w i n g  w i t h  t h e  sa m e  p u r c h a s e r  s h o r t - t e r m ,  
c o m p e t i t i v e l y  b i d  r o y a l t y  o i l  c o n t r a c t s .

If y o u  h a v e  a n y  q u e s t i o n s ,  p l e a s e  call.

S i n c e r e l y ,

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

A t t a c h m e n t
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MEMORANDUM
M P A R T V E N T  OF NATlfcAl RESOURCES 
DIVISION OF OIL AND CAS 

Senator Otlmar Kerttula
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State of Alaska

rwxw: Kay Brown, Director a
i z n

Here la some adctttSdoal bee

DATl; 

FILE W ;  

7IUPNONI NO: 

#UiJIOT:

May 9, 2983 

2 7 6 - 2 6 5 3

U x t e r U f t  Amendment

I
aofnt aUcHtitfml background for your Information.

Date of first production

Y^ars produced

Tptal recoverable gas

Tbtal production to date

Percent of total -recoverable gas 
produced to date

Average annual production

vlars of production remaining 
(at current rates)

Year that BOX of recoverable gas 
will have been produced (at 
currant rates)

1&57K

Kenai 

pas field

1562

23

2410 BCF 

1560 BCF

63
208 BCF 

6

2589

Beluga 
gas field

1568

17

585 BCF 

185 BCF

15

15 BCF 

42

2016

Jo* — —  f orxnctj r-2 Vod
. ■  « _

,  ______ _— EOOPtERl.
I XRANSMTrTTMSOVSreED______________un.«
1 mur^m: cna W M  PVexmJT/M  UBER <? if

“location t2
,TOT ft. F U * E R O F  ? K Z S ~ U L TOTAL NUMBER

0ATC_ v C / 7

l i z - T t w  r f t g j j E

.TIME / P C X g o j



1
2

3

4

5

6

7

8

9

10

11

12
13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

Introduced: 5/4/85
Referred: Resources

IN THE SENATE BY FAIKS-, K E L L Y  AND V . F I S C H E R

SENATE BILL NO. 309 

IN THE LE GI SLATURE OF THE STATE OF A L A S K A  

FOURTEENTH LE GI SL AT URE  - FIRST SESSION 

A  BILL

For an Act entitled: "An Act relating to the royalty v al ue  of a natural

gas lease on state land; and p r o vi di ng for an e f f e c­

tive date."

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

* Section 1. FINDING. The legislature finds that to provide for the 

utilization, development and conservation of gas resources for the m a x i m u m  

benefit of the people of the state, the v alue of p r o d u c t i o n  of gas for 

purposes of computing the royalty reserved to the state must be based

primarily on the contract price of gas rather than the current market value 

of the gas. This will encourage stable markets, promote investment, assure 

reasonable energy prices and provide the maximum benefit to the people cf 

the state.

* Sec. 2. AS 38.05.180 is amended by adding a new  subsec ti on  to read:

(aa) Notwithstanding other provisions of this section, if the 

royalty share of natural gas reserved to the state under a lease

issued under (f) of this section is taken in value, the value of

produc ti on  sold under a long-term sales contract m a y  not be greater 

than the price received for the produc ti on  under the long-term sales 

contract unless it is s hown by clear and c onvincing evidence that the 

long-term contract price was u nre asonably low at the time of contract.

* Sec. 3. This Act applies to leases issued before or after the e f f e c­

tive date of this Act.

* Sec. 4. This Act takes effect immediately in accord anc e w i t h  AS 01.- 

10.070(c).

-1- SB 309
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Introduced: 4/10/85
Referred: Resources

1 IN THE SENATE BY P.FISCHER A N D  KELLY

2 SENATE BILL NO. 276

3 IN THE LE GI SL AT URE  OF THE STATE OF ALASKA

4 F OU RT EE NTH  L E G I S LA TU RE  - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act re lat in g to the lease, sale, or disposal of

7 natural gas for a public use."

8 BE IT E N AC TE D BY THE L E G I SL AT URE  OF THE STATE OF ALASKA:

9 * Sect io n 1. AS 38.05.810(a) is amended to read:

10 (a) The lease, sale, or other disposal of state land or re-

11 sources may be made  to a state or federal agency or political subdivi-

12 sion, or the lease, sale, or disposal of coal deposits suitable for

13 mi n i n g  or of natural gas may  be made to a utility owned and operated

^  14 by a government agency or nonprofit cooperative association organized

15 to par ti ci pat e under the Federal Rural Electrification Act for the

16 purpo se  of gener at in g electric power and energy or t^e production of

17 process steam, or both, for less than the appraised value as deter-

18 m i n e d  by the dir ec to r and approved by the commissioner to be fair and

19 pr op e r  and in ♦‘he best interests of the public, wi t h  due consideration

20 gi ven  to the nature of the public services or function rendered by the

21 agency, subdivision, or u t i li ty  maki ng  application, and of the terms

22 of the grant u nd er  w h i c h  the land was acquired by the state.
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Offered: 3/8/85
For T o d a y 's Calendar

Original sponsor: Rules/Governor

1 IN THE H OUSE BY THE  FINANCE COMMITTEE

2 CS FOR HOU SE  BI L L  NO. 103 (Finance)

3 IN THE LEGISLATURE OF THE STATE OF A L A S K A

4 FOURTE EN TH  LEGISL AT URE  - FIRST SESSION

5 A  BILL

6 For an Act entitled: "An Act relating to prerequisites for the disposal of

7 royalty oil and gas; and p r o v id ing  for an effective

8 date."

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

10 * Section 1. AS 38.05.183 is amended by adding a n ew  'ubsection to

11 read:

12 (g) AS 38.05.035(e) does not apply to a sale, exchange, or other

13 disposal of oil or gas under this section.

14 * Sec. 2. AS 38.06.055(c) is amended to read:

15 (c) A  sale, exchange, or other d i s p os it io n of oil or gas [MADE]

16 under (b)(11 of this section may  not be continued after the end of one

17 year or renewed wi t h  the same party [TO PROVIDE RELIEF FOR MA RK ET OR

18 STORAGE CONDITIONS] without the p rior approval of the legislature

19 under (a) of this section. This s ubsection does not apply to a se-

20 quential competitively bid sale of oil or gas made with the same party

21 under (b)(1) of this section.

22 * Sec. 3. This Act takes effect immediately in accordance wit h AS 01.-

23 10.070(c).

-1- CSHB 103(Fin)



S l a s f e a  H u a i e  H t g t e l a i u r e
ARLISS STURGu LEW5Hi C •* ai rman
85TTV£ FAriRENKAMP CM airman
JACK CCGHILL
DICK EUASON
.'1C FISCHER
«iCK HAL “CRD
—  ED ZHAROFF

S e n a t e
C o m m i t t e e  o n  R e s o u r c e s '

M E M O R A N D U M

TO:  S e n a te  R e so u rc e  C om m ittee  Members

FROM:

RE:

S e n a te  R e so u rc e  C om m ittee S t a f f

POUCH V 
J U N E A U . A L A S K A . &9811 

•,'JO/t !B!i-'<307

A p r i l  1, 1985

CS f o r  House B i l l  No. 103 (F in a n c e )
"An A ct r e l a t i n g  t o  p r e r e q u i s i t e s  f o r  t h e  d i s p o s a l  o f  

r o y a l t y  o i l  and g a s  and p r o v i d i n g  f o r  an e f f e c t i v e  d a t e . "

E n c lo se d  i n  t h i s  p a c k e t  i«--;

1) A copy o f  t h e  G o v e r n o r ’ s t r a n s m i t t a l  l e t t e r .

2) A z e r o  f i s c a l  n o t e  from  th e  D ep a r tm e n t  o f  N a t u r a l  R e s o u r c e s .

A f a c t  s h e e t  from  t h e  D ep a r tm e n t  o f  N a t u r a l  R . s o u r c e s .3)

4)

5)

6) 

7)

A l e t t e r  from  Kay Brown, D i r e c t o r  o f  t h e  D i v i s i o n  o f  O i l  and G as, 
DNR, to  R e p r e s e n t a t i v e  p i g n a l b e r i  d i s c u s s i n g  t h e  b i l l .

A c h a r t  p r e p a r e d  by DNR s e t t i n g  o u t  t h e  n o t i c e  r e q u i r e m e n t s  f o r  
r o y a l t y  o i l  s a l e s .

A l e t t e r  to  R e p r e s e n t a t i v e  Adams from Kay Brown d i s c u s s i n g  th e  
House F in a n c e  Com m ittee  S u b s t i t u t e .

A copy o f  t h e  b i l l  h i s t o r y .



BILL SHEFFIELD
OOVERNQk’l

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

OFFICE OF THE GOVERNOR 
•J II IT R A II
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J a n u a r y  23, 19 8 5

The H o n o r a b l e  B e n  G r u s s e n d o r f  
S p e a k e r  o f  t h e  H o u s e  
A l a s k ^  S t a t e  L e g i s l a t u r e  
P o u c h  V
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  G r u s s e n d o r f :

U n d e r  t h e  a u t h o r i t y  o f  art. Ill, sec. 18, o f  t h e  A l a s k a  
C o n s t i t u t i o n ,  I a m  t r a n s m i t t i n g  a b i l l  r e l a t i n g  to r o y a l t y  
oil. T h e  b i l l  w o u l d  (1) c l a r i f y  a n d  s t r e a m l i n e  p r o c e d u r a l  
r e q u i r e m e n t s  for r o y a l t y  o i l  a n d  gas s a l e s  b y  e x p r e s s l y  
p r o v i d i n g  t h a t  t h e  b e s t - i n t e r e s t  f i n d i n g  set o u t  in 
AS 3 8 . 0 5 . 0 3 5 ( e )  d o e s  n o t  a p p l y  to  t h o s e  sal e s ;  a n d  (2) e n­
able  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  t o  e s t a b l i s h  a 
r e g u l a r  p r o g r a m  o f  s h o r t - t e r m  c o m p e t i t i v e  r o y a l t y  o i l  sales.

It is u n c l e a r  w h e t h e r  AS 3 8 . 0 5 . 0 3 5 ( e )  a p p l i e s  to r o y a l t y  o i l  
a n d  g a s  sales. R o y a l t y  o i l  a n d  gas s a l e s  h a v e  d e t a i l e d  
f i n d i n g  a n d  n o t i c e  r e q u i r e m e n t s  set o u t  in A S  3 8 . 0 5 . 1 8 2 ,  
3 8 . 0 5 . 1 8 3 ,  a n d  A S  38.06, a n d  a r e  e x p r e s s l y  c o m m i t t e d  tc 
c o m m i s s i o n e r  a c t i o n s .  A S  3 8 . 0 5 . 0 3 5 ( e ) ,  o n  t h e  o t h e r  hand, 
is e s s e n t i a l l y  d u p l i c a t i v e  o f  t h o s e  o t h e r  p r o c e s s e s  a n d  
c o n c e r n s  a c t i o n s  t a k e n  b y  t h e  d i r e c t o r  o f  t h e  d i v i s i o n  o f  
lands. A l t h o u g h  w e  b e l i e v e  t h a t  t h e  p r o v i s i o n s  o f  
AS 3 8 . 0 5 . 0 . 5 ( e )  are n o t  p r e s e n t l y  a p p l i c a b l e  t o  o i l  a n d  g a s  
sales, s u c h  c o n f u s i o n  d o e s  c a s t  a c l o u d  o v e r  r o y a l t y  o i l  
s a l e s  ( p a r t i c u l a r l y  t h o s e  t h a t  are e n t e r e d  i n t o  b e c a u s e  o f  
an e m e r g e n c y  sit u a t i o n )  . T h e  a m e n d m e n t  i n  sec. 1 o f  t h e  
b i l l  r e s o l v e s  t h e  issue.

The s e c o n d  c h a n g e ,  in sec. 2 o f  the b i l l ,  w o u l d  a l l o w  
c o m p e t i t i v e  r o y a l t y  o i l  s a l e s  for t e r m s  o f  l e s s  t h a n  o n e  
y e a r  to b e  c o n d u c t e d  w i t h o u t  l e g i s l a t i v e  a p p r o v a l  o f  t h o s e  
sales. T o  a w a i t  l e g i s l a t i v e  a p p r o v a l  u n d e r  a c o m p e t i t i v e  
b i d  s i t u a t i o n  for c o n t r a c t s  o f  o n e  y e a r  o r  l e s s  w o u l d  d e f e a t  
t h e  e n t i r e  p u r p o s e  o f  t h a t  t y p e  o f  s h o r t - t e r m  c o m p e t i t i v e  
sales. U n d e r  t h e  p r e s e n t  s t a t u t o r y  s c h e m e ,  h o w e v e r ,  t h e r e  
is a s e r i o u s  q u e s t i o n  as to w h e t h e r  a p a r t y  w h o  g a i n e d  
r o y a l t y  o i l  u n d e r  one c o m p e t i t i v e  s a l e  c o u l d  r e - b i d  in a 
s u b s e q u e n t  r o y a l t y  o i l  sa l e  i f  the c o m b i n a t i o n  o f  the two 
s a l e s  w o u l d  l e a d  to t h a t  p a r t i c u l a r  b u y e r  r e c e i v i n g  o i l  for 
m o r e  t h a n  a o n e  y e a r  p e r i o d .  A l t h o u g h  i t  h a s  b e e n  the

— *- 
l e y  t o  <y



c o n s i s t e n t  p o s i t i o n  o f  t h i s  a n d  p r e v i o u s  a d m i n i s t r a t i o n s  
t h a t  t h e  r e q u i r e m e n t  o f  l e g i s l a t i v e  a p p r o v a l  is u n c o n s t i t u­
tio n a l ,  a d m i n i s t r a t i o n s  h a v e  a l w ays, as a m a t t e r  o f  comity, 
r e s p e c t e d  t h e  l e g i s l a t u r e ' s  d e s i r e  to b e  c o n s u l t e d  in 
l o n g - t e r m  o r  n e g o t i a t e d  r o y a l t y  o i l  c o n t r a c t s  * F u r t h e r ,  the 
p r e s e n c e  o f  t h e  s t a t u t e ,  w h e t h e r  o r  n o t  c o n s t i t u t i o n a l ,  
w o u l d  c a s t  a c l o u d  o n  a n y  sale. T h u s  w e  b e l i e v e  t h a t  a 
c l a r i f i c a t i o n  to  a l l o w  s h o r t - t e r m  c o m p e t i t i v e  r o y a l t y  oil 
s a l e s  w o u l d  b e  in t h e  b e s t  i n t e r e s t s  o f  all.

S i n c e r e l y ,

B i l l  S h e f f i e l d  
G o v e r n o r
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D m  3/18/85

BACKGROUND INFORMATION ON CS HB 103 (FINANCE)

AN ACT RELATING TO PREREQUISITES FOR DISPOSAL OF ROYALTY OIL 4 GAS

Section 1 of the bill addresses a problem related to emergency sales of 

royalty oil and g a s .

Under present law and procedures, and assuming the requirements of AS 

38.05.035(e) apply to royalty oil and gas sales, it takes at least 60 days
to make a sale. If the state were suddenly to find itself without a buyer

for already nominated in-kind royalty oil, a new sale would have to be 

arranged immediately; it may not be possible to wait 60 days. It is not 

clear that AS 38.05.035(e) applies; the bill makes clear that it does not. 
Other statutes (AS 38.05.182-.183 and AS 38.06) require a detailed process 

for royalty sales. For additional background, see attached letter to Rep. 
Pignalberi.

Section 2 of the bill is needed to allow the Department of Natural Resources 

to conduct additional short-term competitive royalty oil sales without 
legislative approval of those s a l e s .

AS 38.06.055(a) provides that the legislature will approve all royalty oil

and gas sales. Subsection (b) of that section sets out several exceptions
for short-term and small volume sales which do not require legislative 

approval. Subsection (b)(1) makes an exception for sales of one year or

less to relieve storage or market conditions, and this is the section under

which we held the competitive sale in December 1984. Subsection (c), which

is the section being amended in CS HB 103, goes on to say that a sale made

under (b)(1) may not be continued after the end of one year or renewed with 

the same party without the prior approval of the legislature under (a) of 

the statute.

The Department of Law has advised us that there is a serious question as to 

whether a party who gained royalty oil under one competitive sale could 
re-bid in a subsequent competitive royalty oil sale if the combination of 

the two sales would lead to that particular buyer receiving oil for more 

than a one-year period.

We see no reason why a company which bids and wins in one competitve sale 

should not be able to bid again 'tie next year and again win the right to 

receive oil if it bids the highest price.

To await legislative approval for a competitive bid contract of one year or 

less would defeat the entire purpose of that type of short-term competitive 

sale.

The bill was amended in the House Finance Committee at the Department's 

request. See attached letter to Rep. Adams for additional background.

Attachments as stated

1621K



POUCH 7-034DIVISION OF OIL AND GAS a n c h o ra g e , a la s k a  99510
March 4, li/85

BILL SHEFFIELD, GOVERNOR

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

The Honorable Marco Pignalberi 

Alaska State House of Representatives 

Pouch V

Juneau, AK 99811

Dear Representative Pignalberi:

This letter responds to your request for information on the procedural 

requirements for royalty oil and gas sales. Specifically, you asked that 

I further address the time savings that would accrue and the deadline 

conflicts that would be averted by the passage of CSHB 103 (Oil and Gas).

Under Section 1 of the bill, AS 38.05.035(e) would not apply to a sale of 

royalty oil or gas under AS 38.05.183. Therefore, AS 38.05.945 would not 

apply either since it requires notice of actions under AS 38.05.035(e).

The attached chart shows the major actions presently required to sell 

royalty oil, the timing of those actions, and the statutory, regulatory or 

contractual basis for the actions. The requirements differ for the four 

broad categories of royalty sales: (1) long-term competitive; (2) 

short-term competitive; (3) long-term negotiated; and (4) short-term 

negotiated. Each short-term sale is assumed to fall within AS 

38.06.055(b)(1) as a sale of one year or less to relieve storage or market 

conditions.

As the chart shows, even if AS 38.05.035(e) and AS 38.05.945 were 

eliminated from the process, other provisions would require written 

findings and notice to the public.

Our biggest concern relates to sales necessary to relieve an emergency 

storage situation. If the state were suddenly to 1.nd itself without a 
buyer for already nominated in-kind royalty oil, a new sale would have to 

be arranged immediately. In that event, it might not be possible to wait 

the roughly 60 days necessary to accomplish a short-term non-competitive 
sale under the present procedures.



The Honorable Marco Pignalberi
Page 2
March 4, 1985

It is not the Department's intention to reduce the level of public 

participation prior to royalty sales. If the bill passes, it is our 

intention to continue using a "preliminary" and "final" format for notice 

and findings except in emergency situations where time does not permit, 
and we would revise the regulations to incorporate this change.

If you have other questions please let me know.

Sincerely,

Attachment as stated

cc: Representative Davis

Representative Shultz 

Representative Adams 

Representative Martin 

Commissioner Esther C. WunniJ^e 

Assistant Attorney General Steve Porter

1600K



MAJOR ACTIONS REQUIRED TO SELL ROYALTY OIL

Minimum
Time

Required Action

Authority (Man­

datory or 
Discretionary)

Long Short 

Com- Com- 

pet- pet- 
itive itive

Long

Non-

com-
pet-

itive

Short

Non-Com­
petitive

1 - 6

month'

Issue soliciation 

for proposals

AS 38.05.182-.183 D X X

Select buyer M X X(D)

Negotiate terms 

of contract

X X(D)

Draft required 

findings:

M X X X X

o The oil is surplus 

to in-state needs

AS 38.05.183(d) M/ 

export X X X X

o Competitive bid­

ding is waived

AS 38.05.183(a), 
(c)

M X X

o The sale is in the 

best interest of the 

state

AS 38.05.182(a) 

AS 38.05.035(e) M X ,< X X

o The proposal offers 

maximum benefits to 
state citizens

AS 38.05.183(e) M X X

Day 1 Publish Preliminary 

Notice of Intent to 

Make Findings under 

AS 38.05.035

AS 38.05.945(a) 

(3)

M X X X X

Issue soliciation 

for backup contracts

AS 38.05.183 D (back­

up)

X

Notify Royalty Board 

of intent to waive 

competitive bidding

AS 38.06.050(c) 

AS 38.05.183(c) M (back­

up)

X X

March A, 1985 
Page 1



Minimum

Time
Required

Day 14

Day 18 

Day 30 

Day 32 

Day 37

Day 38 

Day 53

Day 58 

Day 60

Action

Preliminary findings 

A contracts are avail­

able to public & 

mailed to Royalty 

Board; notice to 

mailing list

Deadline for sub­
mission of backup 

contract proposals

Notice of Royalty 

Board public hearing

Comments due on 

preliminary findings

Royalty Board public 

hearing

Comments from Royalty 

Board A public are in­

corporated into final 
findings; findings made 
public; Final Notice 

of Competitive Sale

Backup purchasers 

selected and notified

Backup contracts 
executed and returned 

to DNR

Execute contracts; 

mail to Royalty Board

Nominate oil

Authority (Man­

datory or 
Discretionary)

AS 38.05.183(c),(d); 

AS 38.05.035(e);
AS 38.05.945 M

D

3 AAC 56.051 M

M

AS 38.06.050(a) M

AS 38.05.945(a)(4), M 

AS 38.05.035(e)

D

D

3 AAC 56.220(a) M

Unit agreement/ 
leases;
AS 38.05.182

Long
Com­
pet­

itive

Short

Com­
pet­

itive

Long

Non-
com-

pet-
itive

Short

Non-Com­

petitive

X X X X

(back­ X
up)

X X(D) X X(D)

X X X X

X X(D) X X(D)

(back­

up)

( b a c k­
up)

(back- X 

up)

March 4, 1985



Minimum

Time
Required Action

Authority (Man­
datory or 

Discretionary)

Day 60 Publish Notice of 

Royalty Board 

public hearing

3 AAC 36.051

Day 75 Royalty Board public 

hearing; Royalty 

Board sign? 

resolution

AS 38.06.050

Day 81 Applications received 

for qualification to 

bid

11 AAC 03.160; 

Invitation

Day 88* Introduction of bill 
in Legislature approv­

ing sale of royalty oil

AS 38.06.050-05

Day 88 Supply-Oemand report 

to Legislature

AS 38.05.183(d)

Day 100 Commissioner deter­

mines which applicants 

are eligible to bid

11 AAC 03.160; 

Invitation

Day 125 Competitive sale AS 38.05.183(a)

Day 127 Deadline to request 

conference with 

Commissioner

11 AAC 03.230; 

Invitation to 

bid

Day 132 Competitive sale 

award notice issued

11 AAC 03.220

Day 140 Deadline to return 
executed contracts

Invitation

Day 141 Royalty Board public 

hearing; Royalty Board 
signs resolution

AS 38.06.050(a)

Long Short Long Short
Com­ Com­ Non- Non-Com­
pet­ pet­ com- petitive
itive itive pet-

itive

X

X

X X

X

X X X  X

X X

X X

X X

X X

X

March 4, 1985
P a n p  ’■'!
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Minimum

Time
Required Action

Authority (Man­

datory or 

Discretionary)

Day 171

Day 208

Day 215

Day 240 

Day 395

Introduction of bill AS 38.06.050-055 

in Legislature approv­
ing sale of royalty oil

Legislature approves 

contract

Nominate in-kind oil

Date of first delivery 

Date of first delivery

AS 38.06.055

Unit agreement/ 

leases;

AS 38.05.182

* Assumed to be Day 1 of the Legislative session.

1603K

Long Short Long Short

Com- Com- Non- Non-Com-

pet- pet- com- petitive

itive itive pet­

itive

M X

M X  X

X X

X X

X X

March 4, 1985 
Page 4
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BILL SHEFFIELD, G O VERNOR

DEPARTMENT OF NATURAE RESOURCES
P O U C H  7 034

DIVISION OF OIL AND GAS a n c h o r a g e ,  a l a s k a  9 9 5 1 0
M a r c h  5, 1985

T h e  H o n o r a b l e  A 1  Adams, C h a i r m a n  
H o u s e  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  H o u s e  o f  R e p r e s e n t a t i v e s  
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e  A d a m s :

C S H B  103 (Oil a n d  Gas), w h i c h  r e l a t e s  to p r e r e q u i s i t e s  for 
d i s p o s a l  o f  r o y a l t y  o i l  a n d  gas, is s c h e d u l e d  fo*: a h e a r i n g  
t o m o r r o w  in y o u r  com m i t t e e .

A t  the H o u s e  R e s o u r c e s  C o m m i t t e e  h e a r i n g  o n  F e b r u a r y  25, 1985, 
the q u e s t i o n  w a s  r a i s e d  as to w h e t h e r  the p r o p o s e d  a m e n d m e n t  in 
S e c t i o n  2 of the b i l l  w o u l d  a l l o w  a c o m p e t i t i v e  b i d  sa l e  o f  one 
y e a r  or less to b e  c o n t i n u e d  or r e n e w e d  b e y o n d  one y e a r  w i t h o u t  
l e g i s l a t i v e  a p p r o v a l  a n d  w i t h o u t  g o i n g  to c o m p e t i t i v e  bid.

W h i l e  the l a n g u a g e  c o u l d  p o s s i b l y  b e  i n t e r p r e t e d  to a l l o w  that 
outcome, I a m  i n f o r m e d  b y  the A t t o r n e y  G e n e r a l ' s  O f f i c e  t h a t  
the case law o n  c o m p e t i t i v e  b i d d i n g  w o u l d  p r e c l u d e  it, s i n c e  
a c o m p e t i t i v e l y - b i d  c o n t r a c t  c a n n o t  b e  m a t e r i a l l y  a m e n d e d  a f t e r  
it is awarded.

N e v e r t h e l e s s ,  w e  b e l i e v e  the b i l l  c o u l d  b e  i m p r o v e d  and a n  
u n i n t e n d e d  c o n s t r u c t i o n  c o u l d  b e  p r e v e n t e d  b y  a d o p t i o n  o f  the 
f o l l o w i n g  l a n g u a g e  for S e c t i o n  2 of the b i l l  ( s u b s t i t u t e  
b e g i n n i n g  on  line 14):

*Sec. 2. AS 3 8 . 0 6 . 0 5 5 ( c )  is a m e n d e d  to read:
(c) A  sale, e x c h a n g e ,  or o t h e r  d i s p o s i t i o n  o f  oil or  gas 

[MADE] u n d e r  (b)(1) of this s e c t i o n  m a y  n o t  b e  c o n t i n u e d  a f t e r  
the end o f  one y e a r  or r e n e w e d  w i t h  the same p a r t y  [TO P R O V I D E  
R E L I E F  F O R  M A R K E T  O R  S T O R A G E  C O N D I T I O N S ]  w i t h o u t  the p r i o r  
a p p r o v a l  o f  the l e g i s l a t u r e  u n d e r  (a) of this section. Th i s  
s u b s e c t i o n  does n o t  a p p l y  to c o n t r a c t s  a w a r d e d  to the s a m e  
p a r t y  in s e q u e n t i a l  c o m p e t i t i v e  s ales of oil or gas u n d e r " 
(b)(1) of this section.

T h a n k  y o u  for y o u r  c o n s i d e r a t i o n .  

Sincerely,

Kay/ B r o w n  
D i r e c t o r

cc: H o u s e  F i n a n c e  C o m m i t t e e  M e m b e r s
C o m m i s s i o n e r  E s t h e r  C. W u n n i c k e

W
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Introduced: 4/9/85
Referred: Resources and
Finance

IN THE H O US E BY TAY L9R  AN D SUND

SPON SOR  SUBSTITUTE FOR HOUSE BILL NO. 165 

IN TH E LEGISIaATURE OF THE STATE OF ALASKA 

F OU RT E E N T H  L EG I S L A T U R E  - FIRST SESSION 

A  BILL

Fo r an Act entitled: "An Act r el at ing  to the transplanting of elk."

BE IT E N AC TE D B Y  THE L E G I S LA TUR E OF THE STATE OF ALASKA:

* Sect ion  1. The Department of F i s h yand Game shall, over the next three

2

3

4

5

6

7

8 

9

1

years, cooperate w i t h  and assist in the transplanting to Zarembo Island of

10 up to 50 but not less than 10 elk dur ing  the fiscal year ending June 30,

11 1986, up to 50 but not less t h a n  10 elk during the fiscal y ea r  ending

12 June 30, 1987 and up to 50 but not less than 10 elk during the fiscal year

13 ending June 30, 1988. The department shall utilize the services of volun-

14 teers, organizations a nd  groups to accomplish this transplanting whenever

15 po ssible .^The department is a ut ho riz ed  to enter into agreements wi t h  simi-

16 lar agencies in other states to facilitate this transplant. I

a

‘/f

7 l- SSHB 165

^ f  ̂iii—— __-



m m  ®(F a u s h j i 
TfiGl L E ll tM T M E TOUCHY. STATE CAWOl 

JUNCAU, AlASKA 99 t 11 
907*465-MOO

LEGISLATIVE AFFAKS AGBiCY
L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

May, 1986

C o p i e s  of  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
in this file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t e  b a s e  C M  14. In  o r d e r  t o  s a v e  s p a c e  c o p i e s  o f  
m i n u t e s  h a v e  n o t  b e e n  l e f t  i n  t h e  files.

J e a n i e  H e n r y

S E N A T E  R E S O U R C E S  C O M M I T T E E  ̂  3 3  'i 4  0



Alaska is>tate Hegtslature
ARLISS STURGULEWSKI, Chairman
BETTYE FAHRENKAMP, Vice Chairman
JACK COGHILL
DICK ELIASON
VIC FISCHER
RICK HALFORD
FRED ZHAROFF

POUCH V 
JUNEAU, ALASKA. 99811 

(907)465-490;

S e n a t e
C o m m i t t e e  o n  & e t f o u r c e t f

M E M O R A N D U M May 3 ,  1985

TO: A l l  Members
S e n a te  R e s o u r c e s  C o m m ittee

FROM: S t a f f ^
S e n a te  R e s o u r c e s  C o m m ittee

RE: SSHB 165 "An A c t  r e l a t i n g  t o  t h e  t r a n s p l a n t i n g  o f  e l k ;  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 . "

SSHB 165 w ould  a l l o w  f o r  t h e  t r a n s p l a n t  o f  up t o  50 e l k  o v e r  t h e  n e x t  t h r e e
y e a r s  t o  Zarembo I s l a n d  n e a r  W r a n g e l l ,  A l a s k a .

The D e p a r tm e n t  o f  F i s h  and  Game and  t h e  U .S .  F o r e s t  S e r v i c e  h av e  a g r e e d  t o  
u n d e r t a k e  a  j o i n t  s t u d y  o f  t h e  f e a s i b i l i t y  o f  i n t r o d u c i n g  e l k  t o  S o u t h e a s t  
A la s k a .

The l e g i s l a t i o n  i s  s u p p o r t e d  by  l o c a l  s p o r t s  g r o u p s ,  p a r t i c u l a r l y  t h e  
A la s k a  S p o r t s  and  W i l d l i f e  C lub  o f  K e t c h i k a n .

SSHB 165 p a s s e d  t h e  House by  a  v o t e  o f  30 y e a  and  8 n a y .

E n c l o s u r e s :
1 . B i l l  a n a l y s i s  by  t h e  D e p a r tm e n t  o f  F i s h  and  Game
2 . L e t t e r  f ro m  A la s k a  S p o r t s  and  W i l d l i f e  C lub  s u p p o r t i n g  t r a n s p l a r ' '
3 .  M in u te s  o f  House F i n a n c e  C o m m ittee  h e a r i n g  on HB 165 and  HB 166
4 .  R e s e a r c h  r e p o r t  on t r a n s p l a n t i n g  e l k  t o  S o u t h e a s t  A la s k a  by  House 

R e s e a r c h  Agency
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success of a proposed transplant, it is desirable to evaluate more than one 
possible transplant location.

The department is not currently funded to conduct the necessary feasibility 
study. Work of this type can be conducted over a period of years in 
conjunction with existing research and management activities. In this way, 
costs could be minimized, but a substantial period of time would be 
necessary. To conduct the work over a shorter period would require 
additional funding. . Assuming the study indicates that the transplant is 
feasible, funding to cover the actual transport of animals (and related 
costs) would be needed.



V ( a t t a c h m e n t )

I N TRODUCTION O F  ELK INTO SOUTHEAST ALASKA 

PROPOSED C R I T E R I A  FOR A FEASIBILITY .SIUD.X

The f o l l o w i n g  c r i t e r i a  s h ou ld  be add re ssed  when conduc t ing  a f e a s i b i l i t y  s tu dy  
on t h e  i n t r o d u c t i o n  o f  e l k  o n t o  p u b l i c  l a n d s  in  S ou th e a s t  A la s k a :

1. C o n s i d e r  possible imolications o f  introducing e l k  to Southeast Alaska.

a. Biological imolications

b. Ecological implications

c. Recreational implications

d. Economical implications

( 1 )  E s t i n a t e  o f  c o s t / b e n e f i t
2. C o n s i d e r  potential types o f  public use.

a. Sport hunting

b. Non-consimotive

■ 3 .  C o n s i d e r  a t t i t u d e s  o f  peoD lo  i n  Sou th ea s t  A laska  towa rds  i n t r o d u c i n g  
e l k .

a. Public sectors

b. State and Federal agencies

4. C o m D liance w i t h  agency policies, direction, and regulations.

a. St a t e  o f  Alaska, Department of Fish and Game

b. USDA F orest Service, Alaska Re,ion

5 .  H i s t o r i c a l  Reco rd o f  E l k  I n t r o d u c t i o n s  t o  S ou th e a s t  A laska*
a. L i t e r a t u r e  review

b. Past experience and results

6. Biological and H a b i t a t  Relationships

a. S uitability o f  habitats for elk

(1) W i n t e r  ranges-optimum/minimum acres

(2) S immer ranges-oDtimum/minimum acres

( 3 )  E f f e c t  o f  t im b e r  h a r v e s t  on e l k  hab i ta ' t

b. Forage availability (quantity, quality, forage species)

(1) Winter range

(2) Simmer range



s

c. Habitat c ompetition w i t h  other soecie3

(1) Forage competition

(2) Space-competition

(3) Reproduction/breeding

d. Biological potential for elk in Southeast Alaska

(1) • Subspecies most suitable to Southeast Alaska

(2) Availability o f  transplant stock

(3) Habitat adaptibllity o f  the animal

(4) Reproduction

(5) Survival/mortality

e. Predator/Prey Relationships

(1) Effects o f  predation e. E lk

(2) Potential problems wit h  other species

f. Diseases and Parasites

(1) Potential problems with e lk populations

(2) Potential problems with ot h e r  species

g. Lan d  Us e / H a b i t a t  Relationships

(1) Effect o f  t i mber harvest o n  public and native lands o n  habitat

u tilization by e lk

(2) Effect o f  S t a t e  land disposal activities

7. Management o f  t h e  E l k  Populations in Southeast Alaska.

a. Mobi l i t y  o f  t h e  animals-likelihood 'of expansion to other areas 

o u t s i d e  the original transplant site.

b. Population Man a g e m e n t  - regulations needed to maintain population

size and a r e a s  occupied to meet management objectives

c. Potentials for Animal Damage
*

(1) Land Use Conflicts -  public and private lands

.;.r.S' j - —



T h e  f o l l o w i n g  is a p r o p o s e d  b u d g e t  a s s u m i n g  a t r a n s p l a n t  
f r o m  A f o g n a k  I s l a n d .  T h e  b u d g e t  w i l l  c h a n g e  d e p e n d i n g  o n  
the o r i g i n  o f  the. a n i m a l s  a n d  o t h e r  f a c t o r s .  V o l u n t e e r  
l a b o r  a n d  d o n a t i o n  c o u l d  o f f s e t  p a r t  of t h e  cost.

H e l i c o p t e r  t i m e  f o r  a n i m a l  c a p t u r e  1 8 , 0 0 0
T r a n s p o r t  o f  a n i m a l  K o d i a k - W r a n g e l l  I f , 000
M a t e r i a l s  f o r  c a p t u r e  a n d  t r a n s p o r t  4 , 500
U n l o a d i n g  a n d  r e l e a s e  4 , 0 0 0
S p o t t e r  p l a n e  t o  l o c a t e  a n i m a l s  4,500
T r a v e l  a n d  p e r  d i e m  3 ,000

$ 4 9 , 0 0 0

T h i s  d o e s  n o t  i n c l u d e  f u n d i n g  t o  f o l l o w - u p  a n d  m o n i t o r  the 
s u c c e s s  o f  t h e  t r a n s p l a n t .

i s w



A L A S K A  S P O R T S  a n W  I L D L I F E  C L U B

P.O. Box 5 1 2 2  • Ketchikan, Alaska 9 9 9 0 1

D ear Prosepctive Member:

T h a n k  you for y o u r  interest in our  organization. T h e  A l a s k a  Sports & W i l d­

life Club is c o m p r i s e d  of ind i v i d u a l s  who  strive to h e l p  i m po rv e and protect 

o u r  natural resources.

To give  you a l i t t l e  h i s t o r y  of o u r  Club, it was o r g a n i z e d  in 1947 w h e n  our 

d e e r  population s t a r t e d  to d e c l i n e  and the wolf  p o p u l a t i o n  increased. We 

requested and w o r k e d  w i t h  the U.S. Fish & Wildlife o n  p r e d a t o r  controls and 

feeding thu r e m a i n i n g  deer by cutti ng cedar boughs. W e  s t a rt ed the p r o g r a m  of 

building skiffs and  placing them at po p u l a r  s p o r t f i s h i n g  lakes. In later years, 

we worked wit h th e U.S.F.S. in b ui ld in g and m a i n t a i n i n g  r e cr ea tio na l cabins on 

m a n y  of the lakes in the K e t c h i k a n  and Craig areas. T h e  Club was founder of 

the Ketchikan K i n g  S a l m o n  D e r b y  and for years has b e e n  a str o n g  a dv ocate of 

pr ed at or  control for pr o p e r  ma na ge me nt.

W e  support S e n a t o r  Te d Stevens' b i l l  S49, changing N a t i o n a l  Parks to preserve 

status for sp o r t s  hunting. W e  are t o ta ll y opposed to s p e c i a l  interest groups 

trying to m o n o p o l i z e  land for t heir e x c lu si ve  use, s u c h  as Ou tf i t t e r / G u i d e  

c a m p s  on Federal Land.

In 1982, we p r o p o s e d  an  e s t a b l i s h m e n t  of Mount ain  G o a t  o n  Revil la Island.

In the summer of 1983, with the hel p  vf A . D . F . &  G., the U.S. Forest Servi ce  

a n d  public su pp o r t ,  it w a s  ac co m p l i s h e d ,  w i t h  our o r g a n i z a t i o n  sponsoring 

$25,000.00. A e r i a l  count in 1984 shows six ne w kids born.

M e m b e r  of A l a s k a  W i l d l i f e  F e d e r a t i o n  and  Sports man 's  Council, Ron S om me rv ill e 

(Executive D i r e ct or)  and A f f i l i a t e  M e m b e r  of the N a t i o n a l  R i f l e  As s o c i a t i o n  

supports our l o n g - r a n g e  goals.

Presently, the A l a s k a  Sports and  W i l d l i f e  Club is c a m p a i g n i n g  to arouse 

p u b l i c  support for a Roo se ve lt  Elk T r a n s p l a n t  in the S o u t h e r n  Panha nd le  area.

We  advocate the e s t a b l i s h m e n t  of a n  El k herd that w i l l  be a c c e s s i b l e  to the 

h u nt er s in S o u t h e a s t  Alaska. We feel this herd sh o u l d  be p la c e d  in the v ic in ity  

of N ort h Prince o f  Wales, Eto li n o r  Z a r e m b o  Islands. T h e  A f o g n a k  Island Elk 

he r d  was e s t a b l i s h e d  in 1928 w i t h  e igh t Elk and today is e s t i ma te d at six herds 

of nine hundred a ni m a l s .  We b e l i e v e  w e  c o u l d  have a n  E l k  her d in Southeast 

Alaska, if, w i t h  p u b l i c  support, w e  act N O W .

T h a n k  you.

D i c k  Borch, P r e s i d e n t

Bob DeWitt, V i c e - P r e s i d e n t

T e r r y  Myser, S e c r e t a r y - T r e a s u r e r

Board of Directors:

T e r r y  Clark 

Ke n Eichner 

G a r y  Emard 

Ar t Hack

Art 'McMahon 

Pa u l  M c G a r r i g a n  

E arl M o s s b u r g  

Dr. Ro n T o ka r

J o n n y  Gilbert
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H O U S E  F I N A N C E  C O M M I T T E E  
A p r i l  17, 1985 

1 :30 p.m.

(Tape H F C  85-41,. Si d e  2, #324)
C A L L  TO O R D E R

C h a i r m a n  A d a m s  c a l l e d  the m e e t i n g  of the H o u s e  F i n a n c e  C o m m i t t e e  
to o r d e r  at 1 :30 p.m. a n d  i n f o r m e d  m e m b e r s  t h e y  w o u l d  be 
c o n s i d e r i n g  H B  147, H B  165, H B  166, H B  236 a n d  H B  185.

P R E S E N T

A l l  m e m b e r s  of the c o m m i t t e e  w e r e  p r e s e n t .  A L S O  PRE S E N T :  
R e p r e s e n t a t i v e  Tayl o r ;  C o m m i s s i o n e r  R u dd, D e p a r t m e n t  of 
A d m i n i s t r a t i o n ;  R o n  W i l l i a m s ,  A l a s k a  N a t i v e  B r o t h e r h o o d ;  Barry., 
B e s t ;  B o b  D a w k i n s ,  P o l i t i c a l  A c t i o n  C o m m i t t e e  U n i t e d  B l a c k  
C o m m u n i t y ;  M e r w i n  Peters, D i r e c t o r ,  E q u a l  E m p l o y m e n t  O p p o r t u n i t y ,  
D e p a r t m e n t  of A d m i n i s t r a t i o n ;  and R o l a n d  Shanks, S p e c i a l  
A s s i s t a n t ,  D e p a r t m e n t  of F i s h  and Game.

S U M M A R Y  I N F O R M A T I O N

H B  147 A n  Act c r e a t i n g  a  D i v i s i o n  of E q u a l  E m p l o y m e n t
O p p o r t u n i t y  in the D e p a r t m e n t  of 
A d m i n i s t r a t i o n .

B i l l  a s s i g n e d  to a s u b c o m m i t t e e  c o n s i s t i n g  of 
R e p r e s e n t a t i v e  D u n c a n ,  Chair; R e p r e s e n t a t i v e  
S z y m a n s k i  a n d  R e p r e s e n t a t i v e  R i e g e r .

H B  165 An  A c t  r e l a t i n g  to the t r a n s p l a n t i n g  of elk;
a n d  p r o v i d i n g  for a n  e f f e c t i v e  date.

B i l l  r e p o r t e d  out of c o m m i t t e e  w i t h  a "do 
p a s s "  r e c o m m e n d a t i o n .

H B  166 A n  Act m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the
D e p a r t m e n t  of F i s h  and Game; a n d  p r o v i d i n g  f o r  
an  e f f e c t i v e  date.

*» •

B i l l  r e p o r t e d  out of c o m m i t t e e  w i t h  a "do 
p a s s "  r e c o m m e n d a t i o n .

H B  185 A n  Act r e l a t i n g  to s t u d e n t  loans; and
p r o v i d i n g  for an e f f e c t i v e  date.

L o a n s  C o m m i t t e e  S u b s t i t u t e  r e p o r t e d  out of 
c o m m i t t e e  w i t h  a "do p ass" r e c o m m e n d a t i o n  a n d  
z e r o  f i s c a l  note.
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m o s t  s t a t e s  in the U n i o n  h a v e  s t a t u t o r y  a u t h o r i t y  p r o v i d e d  to 
t h e i r  E E O  D i v i s i o n  in s t a t e  g o v e r n m e n t  a n d  A l a s k a ,  u s u a l l y  a 
f o r e f r o n t  leader, s h o u l d  p r o v i d e  the sa m e  s t a t u t o r y  a u t h o r i t y .
Mr. B e s t  s a i d  t h e r e  is a g r e a t  ne e d  for the l e g i s l a t i o n .  H e  sa i d  
m o s t  D i v i s i o n s  in s t a t e  g o v e r n m e n t  h a v e  s t a t u t o r y  a u t h o r i t y  and 
E E O - i s  g e n e r a l l y  last in line for f i n a n c i a l  and h u m a n  r e s o u r c e s  
a n d  n o w  s t a t u t o r y  a u t h o r i t y .  Mr. B e s t  did not f e e l  t h i s  w a s  the- 
t y p e  of s i g n a l  A l a s k a  w a n t e d  to p r o j e c t  a r o u n d  the n a t i o n .  Mr. 
B e s t  s a i d  t h e  E E O  i s s u e  is not only a m i n o r i t y  i s s u e  b u t  p r o t e c t s  
e v e r y o n e .  He  s a i d  b e c a u s e  of the s i z e  of s t a t e  g o v e r n m e n t ,  a n d  
l i m i t e d  s t a f f  of the D i v i s i o n ,  it is i m p o r t a n t  to p r o v i d e  t h e  
D i r e c t o r  w i t h  so m e  ty p e  of a u t h o r i t y  in the c o m p l a i n t s  p r o c e s s  
area. Mr. B e s t  s a i d  the D i r e c t o r  n e e d s  s o m e  t e e t h  to b a c k  u p  
d e c i s i o n s  a n d  w o u l d  h o p e  the b i l l  w o u l d  p r o v i d e  t h i s  e m p h a s i s .

B O B  D A W K I N S ,  P O L I T I C A L  A C T I O N  C O M M I T T E E  U N I T E D  B L A C K  C O M M U N I T Y ,  
s a i d  h e  w o r k e d  w i t h  t h e  c o m m i t t e e  on H B  147 f r o m  its i n c e p t i o n .
Mr. D a w k i n s  felt t h a t  it w a s  i m p o r t a n t  to p r o v i d e  t h e  D i v i s i o n  
w i t h  s t a t u t o r y  a u t h o r i t y  p u t t i n g  " t e e t h "  i n t o  the D i v i s i o n .  H e  
s a i d  t h e  m e m b e r s  of the c o m m u n i t y  w h i c h  h e  r e p r e s e n t e d  supporte'd 
t h e  bill.

R e p r e s e n t a t i v e  S z y m a n s k i  a s k e d  Mr. M e r w i n  P e t e r s  if he a g r e e d  
w i t h  t h e  p o l i c y  r e g a r d i n g  e n f o r c e m e n t .  M E R W I N  PETE R S ,  D I R E C T O R ,  
D I V I S I O N  O P  E Q U A L  E M P L O Y M E N T  O P P O R T U N I T Y ,  D E P A R T M E N T  OP 
A D M I N I S T R A T I O N ,  s a i d  it w a s  h i s  u n d e r s t a n d i n g  t h a t  the 
e n f o r c e m e n t  i s sue w a s  a d d e d  b y  the S t a t e  A f f a i r s  C o m m i t t e e  and 
t h e  i n t e n t  w a s  not to b e c o m e  a n  e n f o r c e m e n t  a g e n c y .  H e  s a i d  the 
D i v i s i o n  c u r r e n t l y  f o l l o w s  a n  i n f o r m a l  m e t h o d  of r e s o l u t i o n  of 
c o m p l a i n t s  of d i s c r i m i n a t i o n  in s t a t e  g o v e r n m e n t  as o t h e r  
a g e n c i e s  e x i s t  to p r o v i d e  e n f o r c e m e n t  a g a i n s t  d i s c r i m i n a t o r y  
p r a c t i c e s .

H B  147 w a s  H E L D  in c o m m i t t e e  for r e v i e w  b y  a s u b c o m m i t t e e  
c o n s i s t i n g  of R e p r e s e n a t i v e  Duncan, Chair; R e p r e s e n t a t i v e  R i e g e r  
a n d  R e p r e s e n t a t i v e  S z y m a n s k i .  _______________________________________

H B  165 a n d  H B  166

H B  165 - A n  A c t  r e l a t i n g  to the t r a n s p l a n t i n g  of elk; and 
p r o v i d i n g  for a n  e f f e c t i v e  date.

H B  166 - A n  A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to the 
D e p a r t m e n t  of P i s h  a n d  Game; a n d  p r o v i d i n g  f o r  an 
e f f e c t i v e  date.'-

C h a i r m a n  A d a m s  s a i d  the b i l l  w o u l d  f a c i l i t a t e  the t r a n s p l a n t i n g  
of e l k  to Z a r e m b o  I s l a n d  for h u n t i n g .  H e  s a i d  H B  165 h a d  b e e n  
r e w r i t t e n  b y  R e p r e s e n t a t i v e  T a y l o r  to a l l o w  t h a t  o n l y  10 e l k  per 
y e a r  b e  s e n t  to Z a r e m b o  Island, for the D e p a r t m e n t  of P i s h  a n d  
G a m e  to u t i l i z e  v o l u n t e e r  s e r v i c e s  a n d  for the D e p a r t m e n t  to w o r k  
w i t h  o t h e r  states. H e  sa i d  H B  166 c u r r e n t l y  a p p r o p r i a t e s  $ 5 0 , 0 0 0  
for the t r a n s p l a n t .
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R E P R E S E N T A T I V E  T A Y LOR, P R I M E  S P O N S O R  O P  T H E  BILL, felt the b i l l  
s e l f  e x p l a n a t o r y .  H e  s a i d  the a n a l y s i s  b y  the D e p a r t m e n t  of P i s h  
and G a m e  a p p e a r e d  n e g a t i v e  and b e l i e v e d  it w a s  due to a p o l i c y  
d e c i s i o n  f r o m  p a s t  y e a r s  in w h i c h  the D e p a r t m e n t  e s t a b l i s h e d  
t h e r e  w o u l d  be no t r a n s p l a n t i n g .  H e  s a i d  o n l y  l a r g e  s p e c i e s  h a v e  
b e e n  t r a n s p l a n t e d  b y  the f e d e r a l  g o v e r n m e n t  or t h r o u g h  the 
F e d e r a l  P i s h  a n d  W i l d l i f e  group. R e p r e s e n t a t i v e  T a y l o r  sa i d  * • 
c o n s t i t u e n t s  of S o u t h e a s t  a s k e d  t h a t  the i s s u e  be b r o u g h t  b e f o r e  
the L e g i s l a t u r e .  H e  s a i d  one p a r t i c i p a t i n g  g r o u p  l a s t  y e a r  
r a i s e d  $ 2 5 , 0 0 0  a n d  w i t h  v o l u n t e e r  e f f o r t s  t r a n s p l a n t e d  a h e r d  of 
g o a t s  to R e v i l l a  I s l and. H e  s a i d  t h e  h e r d  is h e a l t h y  and d o i n g  
well. W i t h  r e g a r d  to t h e  n e e d  f o r  a n  e n v i r o n m e n t a l  a s s e s s m e n t ,  
R e p r e s e n t a t i v e  T a y l o r  s a i d  the F o r e s t  S e r v i c e  is e n t h u s e d  a b o u t  
the t r a n s p l a n t  and b e l i e v e  it c o u l d  b e  a c c o m p l i s h e d  w i t h  a 
s m a l l e r  s t a t e m e n t  t h a n  a n  e n v i r o n m e n t a l  a s s e s s m e n t .  H e  s a i d  t h e y  
h a d  e n t e r e d  into a p r o t o c o l  for p r o p o s e d  c r i t e r i a  for a 
f e a s i b i l i t y  s t u d y  w i t h  t h e  D e p a r t m e n t  of P i s h  and Game. H e  did 
not f e e l  the t r a n s p l a n t  w o u l d  r e q u i r e  a l e n g h t y  s t u d y  of the " 
f e a s i b i l i t y  a n d  e n v i r o n m e n t a l  i m p a c t  as p r o p o s e d  b y  the 
D e p a r t m e n t  of P i s h  a n d  Game. R e p r e s e n t a t i v e  T a y l o r  d i s c u s s e d  
o t her t r a n s p l a n t  e f f o r t s .  H e  s a i d  t h e  f i s c a l  im p a c t  of the b i l l  
w o u l d  be s u b s t a n t i a l l y  le s s  u t i l i z i n g  v o l u n t e e r  s e r v i c e s  and 
a l t e r n a t i v e  t r a n s p o r t a t i o n  m e t h o d s  s u c h  as the m a r i n e  h i g h w a y  
system. H e  s a i d  p l a c e m e n t  on Z a r e m b o  I s l a n d  w a s  c o n s i d e r e d  due 
to its l o w  p o p u l a t i o n ,  a s s e s s i b i l i t y  a n d  f o r age. H e  f e l t  the 
p o t e n t i a l  of " p o a c h i n g "  w o u l d  b e  s i g n i f i c a n t l y  r e d u c e d  b y  the
l o c a t i o n  and t h r o u g h  a v o l u n t e e r  effort.

R O L A N D  SHANKS, S P E C I A L  A S S I S T A N T ,  D E P A R T M E N T  O P  P I S H  A N D  GAME, 
sa i d  t h e r e  w a s  a m e e t i n g  on A p r i l  16 b e t w e e n  t h e  D e p a r t m e n t  and 
U.S. F o r e s t  S e r v i c e  at w h i c h  t i m e  a p r o p o s a l  w a s  p r e s e n t e d  on a 
joint s t u d y  of the f e a s i b i l i t y  of i n t r o d u c i n g  e l k  into S o u t h e a s t  
Al a ska. H e  sa i d  the R e g i o n a l  F o r e s t e r  a n d  C o m m i s s i o n e r  of P i s h  
and G a m e  c o m m i t t e d  to u n d e r t a k e  t h e  study. Mr. S h a n k s  sa i d  
b e f o r e  a t r a n s p l a n t  w o u l d  be  u n d e r t a k e n  t h e r e  w e r e  f e d e r a l  
r e q u i r e m e n t s  w h i c h  w o u l d  n e e d  to be met. H e  s a i d  in the p a s t  the 
B o a r d s  of Ga m e  h a v e  t a k e n  t h e  p o s i t i o n  to d i s c u s s  and s t u d y  
t r a n s p l a n t s  b e f o r e  t h e y  o c c u r  to d e t e r m i n e  the v i a b i l i t y  of the 
i n c o m i n g  p o p u l a t i o n  a n d  its e f f e c t  on i n d i g e n o u s  s p e c i e s  in the 
area. Mr. S h a n k s  s a i d  t h e y  h o p e  the s t u d y  w o u l d  e n a b l e  the 
d e v e l o p m e n t  of this i n f o r m a t i o n  a n d  d i s c u s s e d  s p e c i f i c s  of the 
study. H e  sa i d  t h e y  h o p e d  t h e  s t u d y  w o u l d  be a c c o m p l i s h e d  in one 
to two ye a r s .  He  s a i d  it w o u l d  be  a c c o m p l i s h e d  w i t h o u t  a line 
i t e m  in the b u d g e t  a n d  w o u l d  a t t e m p t  to o b t a i n  t h e  i n f o r m a t i o n  in
c o n t e x t  w i t h  other t y p e s  of s t u d i e s  to be done in S o u t h e a s t .  Mr.
S h a n k s  d i s c u s s e d  t h e  b a s i s  of t h e i r  b u d g e t  s u m m a r y  s t a t i n g  s h o u l d  
v o l u n t e e r  e f f o r t s  be u t i l i z e d  it w o u l d  be s u b s t a n t i a l l y  reduced.

C h a i r m a n  A d a m s  s t a t e d  t h a t  t r a n s p l a n t s  h a d  o c c u r r e d  in the p a s t  
and s u g g e s t e d  that the D e p a r t m e n t  u t i l i z e  the s t u d i e s  p r e v i o u s l y  
c o n ducted.
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W h e n  a s k e d  the e f f e c t s  of l o g g i n g  on Z a r e m b o  I s l a n d  in 
r e l a t i o n s h i p  to a t r a n s p l a n t ,  R e p r e s e n t a t i v e  T a y l o r  s a i d  l o g g i n g  
on the I s l a n d  h a d  p r i m a r i l y  b e e n  a c c o m p l i s h e d ,  s i m i l a r  to the 
s i t a u t i o n  of A f o g n a k  Island.

R e p r e s e n t a t i v e  R i n g s t a d  M O V E D  A N D  A S K E D  U N A N I M O U S  C O N S E N T  to •; 
r e p o r t  out of c o m m i t t e e  H B  1 6 5 . T h e r e  b e i n g  NO  O B J E C T I O N ,  it was- 
so o r d e r e d  a n d  H B  1.65 was r e p o r t e d  out of c o m m i t t e e  w i t h  a "do 
p a s s "  r e c o m m e n d a t i o n .

R e p r e s e n t a t i v e  R i n g s t a d  M O V E D  A N D  A S K E D  U N A N I M O U S  C O N S E N T  to 
r e p o r t  out of c o m m i t t e e  H B  1 6 6 . T h e r e  b e i n g  N O  O B J E C T I O N ,  it w a s  
so o r d e r e d  a n d  H B  166 w a s  r e p o r t e d  out of c o m m i t t e e  w i t h  a  "do 
p a s s "  r e c o m m e n d a t i o n .  _________

H B  185

H B  185 - A n  Act r e l a t i n g  to s t u d e n t  loans; a n d  p r o v i d i n g  for' 
a n  e f f e c t i v e  date.

R e p r e s e n t a t i v e  Duncan, s u b c o m m i t t e e  c h a i r m a n ,  s a i d  t h e y  h a d  
r e v i e w e d  H B  185 a l o n g  w i t h  H B  161 . H e  sa i d  t h e y  w e r e  g o i n g  to 
h a v e  a  m e e t i n g  on Friday, A p r i l  19, w i t h  r e g a r d  to H B  161 and 
w o u l d  r e c o m m e n d  t h a t  the l o a n s  v e r s i o n  of H B  185 be r e p o r t e d  out 
of c o m m i t t e e .  R e p r e s e n t a t i v e  D u n c a n  M O V E D  to r e p o r t  out of 
c o m m i t t e e  CS H B  185 ( L o a n s ) . T h e r e  b e i n g  N O  O B J E C T I O N ,  it w a s  so 
o r d e r e d  and CS H B  185 ( L o a n s ) was r e p o r t e d  out of c o m m i t t e e  w i t h  
a  "do p a s s "  r e c o m m e n d a t i o n  and ze r o  f i s c a l  note.

H B  256

H B  256 - A n  Act c r e a t i n g  a Q u a d r e n n i a l  O l y m p i c  r e s e r v e  
account; a n d  p r o v i d i n g  for a n  e f f e c t i v e  date.

The b i l l  h a d  b e e n  a s s i g n e d  to a s u b c o m m i t t e e  c o n s i s t i n g  of 
R e p r e s e n t a t i v e s  R i n g s t a d ,  chair; L a r s o n  and Ueh l i n g .
S u b c o m m i t t e e  c h a i r m a n  R i n g s t a d  s a i d  t h e y  m a d e  s e v e r a l  t e c h n i c a l  
c h a n g e s  to the b i l l  and e x p l a i n e d  e a c h  i n c l u d i n g  the i n c l u s i o n  of 
a  f i n a n c i a l  a u d i t  section, c h a n g e  in i n - k i n d  c o n t r i b u t i o n s ,  
t r a n s f e r  to M i l i t a r y  Af f a i r s ,  and f i s c a l  note r e d u c t i o n .

(Tape change, si d e  2)

R e p r e s e n t a t i v e  L a r s o n  sa i d  he s t i l l  did not f e e l  th a t  i n f o r m a t i o n  
c o n c e r n i n g  the a m o u n t  of f u n d i n g  a n d  u s e  of the f u n d i n g  w e r e  
defined. He a s k e d  if the D e p a r t m e n t  of M i l i t a r y  a n d  V e t e r a n s '  
A f f a i r s  w o u l d  a s s u m e  the r e s p o n s i b l i t y  w i t h o u t  the $50.0. 
R e p r e s e n t a t i v e  R i n g s t a d  s a i d  no p o s i t i o n s  w e r e  i n c l u d e d  not 
f e e l i n g  it n e c e s s a r y  as the D e p a r t m e n t  of A d m i n i s t r a t i o n  w o u l d  
i n p u t  the c o n t r i b u t i o n s ,  the f o rms w e r e  a l r e a d y  printed, 
e t c e t e r a .  R e p r e s e n t a t i v e  L a r s o n  r e f e r e n c e d  the r e s p o n s i b i l i t i e s  
to be a d d r e s s s e d  b y  M i l i t a r y  and V e t e r a n s '  A f f a i r s  as i n c l u d e d  in
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A L A S K A  S T A T E  L E G I S L A T U R E

H O U S E  O F  R E P R E S E N T A T I V E S
R E S E A R C H  A G E N C Y

December 12, 1984

MEMORANDUM

TO: Representative-Elect Robin Taylor

FROM: Sharman Haley

Legislative Analyst"'"’̂ 1

RE: Transplanting Elk to Southeast Alaska

Research Request 80-053

You requested information to help formulate legislation requiring the 

Department of Fish and Game to cooperate with sportsmen in a program 

to transfer elk from Afognak Island to Southeast Alaska. This memoran­

dum provides some background on the issue, outlines the political and 

legal hurdles for undertaking a transplant, discusses some of the alter­

native methods for rounding up and transporting the elk, and draws some 

conclusions regarding legislation.

Background

The history of elk transplant to Southeast Alaska was summarized by 

the Director of Game in a letter to the Alaska Sportsmen's Council, 

I n c . :

As you are doubtlessly aware, there has been considerable public 

interest in an elk transplant to southeast Alaska since a t  least 

Statehood. During the early 1960s, two elk transplants were a t­

tempted but failed (to Revilla and Gravina Islands). Another 

transplant was planned in early 1972, but the department's request 

for Federal Aid funding was denied by the U.S. Fish and Wildlife 

Service on grounds that such a transplant was not biologically 

sound... The Service's denial of this request was primarily based 

on documented competition between deer and elk in several western 

states with the ultimate result being depressed deer populations. 

This was particularly evident in areas of harsh winter weather.

This federal action combined with an increasing biological aware­

ness of resident species and habitat conditions in Alaska led the 
department to review proposed transplants much more critically 

during the 1970s and to establish firm policies governing trans­

plants statewide. The Alaska Legislature, which had previously

Pouch Y , S late Capito l 
Juneau, A laska 99811 
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endorsed long-standing but biologically unsound transplant stat­

utes, took a firm stance on such matters in 1970 and repealed 

Sections 16.25.020, 16.25.030, and 16.25.040 of Title 16, Alaska 

Statutes.1

Last August, the Governor and the Commissioner of Fish and Game met with 

Representative Ron Wendte, Bob DeWitt, and other sportsmen's representa­

tives on the issue of elk transplant to Southeast. Their conclusion 

was that if the sportsmen could get the support of the fish and game 

advisory committees, the Fish and Game Regional Council, and the State 

Boards of Fish and Game, the department would proceed with the trans­

plant. When the issue came before the State Board of Game December 8, 

1984, the board recommended that it be taken to the advisory committees.

Legal and Political Hurdles

Wild game may not be possessed or transported in the state without a 

permit from the Department of Fish and Ga m e . 2 There are no specific 

statutory or regulatory guidelines for the department to follow in 
considering a permit request. The position of the department outlined 

in its letter to the Alaska Sportsmen's Council is as follows:

4. As a matter of policy, we will not approve of, nor participate 

in, transplants of nonindigenous wildlife w i t hout detailed 
feasibility studies and ecological investigations.

5. We are not currently funded, nor are we likely to be in the 

future, for elk transplant feasibility studies.

6. We would be willing to conduct or participate in elk transplant 

feasibility studies involving ecological investigations only 

if: (a) outside funding were made available; and (b) the D i v i­

sion of Game received additional positions for research biolo­

gists such that our existing research and management programs 

on resident species were not affected.

7. Until such time that detailed feasibility studies may be c o m­
pleted and the results closely analyzed, resource agencies in

^-Letter from W. Lewis Pamplin Jr. to Ronald J. Somerville, November 3, 

1983.

2AS 16.05.255; 5AAC 81.040; 5AAC 81.130.
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Alaska should maintain consistent opposition to transplanting 
nonindigenous wildlife species.3

The approval of federal agencies is a'iso required to transplant game. 

The National Environmental Protection Act (NEPA), requires an environ­

mental analysis prior to federal action. This analysis could take the 

simpler form of an Environmental Assessment, or NEPA might be inter­

preted to require a more detailed Environmental Impact Statement.

If federal aid funds are to be used, which would normally be the case 

for a wildlife transplant program, approval of the U.S. Fish and Wil d­

life Service is required. In 1972, the U.S. Fish and Wildlife Service 

evaluated and rejected the State's proposal to transplant elk to Kruzof 

Island. The evidence suggested that the deer population would decline 

as a result of the elk's competition for forage, and that the proposal 

was therefore "biologically unsound."

With or without federal aid funds, approval by the U.S. Forest Service 

is required. The Forest Service is the federal manager of m o s t  of the 

land and habitat in Southeast. For fish and game management, the For­

es t  Service has a Memorandum of Understanding with the Alaska Depart­

ment of Fish and Game. One of the provisions of this agreement is 

that the department will not sanction the introduction of any species 

onto National Forest land without Forest Service agreement. Further, 
the department is obligated to conduct the necessary research for the 

Forest Service's environmental analysis of the proposal. My conversa­

tion with Phil Janik, Director of Wildlife and Fisheries for the Forest 

Service, indicated that the Forest Service review would likely be tech­
nical, not political; if the feasibility study and environmental a ssess­
ment showed the proposal to be technically sound and indicated that the 

only significant biological impact would be a trade off of deer for elk, 

the Forest Service would not necessarily reject the proposal on that 

basis. The decision to proceed with the transfer would likely be 

left to the State's political process.

One way the State makes political decisions regarding game is the pro­

cess agreed to in August by the governor and sportsmen's representa­

tives and recently affirmed by the State Board of Game: the proposal 

should first be considered by each of the 18 Southeast fish and game 

advisory committees and the Southeast Regional Council before reviewed 

by the State Board. The State Board will consider the recommendations 

of the local and regional entities and make a final decision for the 

State. This process would allow residents in all areas that might 

ultimately be affected by the decision to be heard on the issue.

3W. Lewis Pamplin Jr., op cit.
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Legislation is another means of making a political decision on the elk 

transplant issue. A bill could be introduced directing Fish and Game to 
conduct the necessary studies, and subject to federal approval, trans­

plant elk to Southeast Alaska. An appropriation would also be needed. 

If the legislation were passed and signed into law, action by the State 

Board of Game would not be required.

Operations

Once the decision is made to proceed, there are at least two methods 

of rounding up and transporting the elk. The most appropriate method 

for elk from Afognak Island v/ould be to tranquilize the elk individually 

with darts and pick them up with a helicopter. The elk would then be 

flown to Kodiak and on to Southeast. This operation would likely require 

six to eight experienced people. An alternative method would be to 

import surplus elk from Washington or Oregon where the elk can be driven 

into existing corrals and loa/.ed into trucks. Although a veterinary 

inspection would be required for every elk to be transported across 

state lines, this still might prove to be less expensive than a roundup 

on Afognak.

Conclusions

The first thing the Department of Fish and Game needs to participate 

in the proposed elk transplant to Southeast is a political mandate to 
do so. This could be accomplished through legislation. To facilitate 

the required federal cooperation, you may wish to specify in the legis­
lation that no federal aid funds are to be used. This way only the 

approval of the Forest Service, and not of U.S. Fish and Wildlife Pro­
tection, would be required. You might also consider having the legisla­

tion drafted generally enough to allow the department to pursue the 

least expensive "oundup and transportation option, and to direct them 

to utilize avaiia.. olunteer services.

The second thing the department needs to proceed is money. If you in­

troduce legislation, the department will be required to prepare a fis­

cal note estimating the costs to carry out your proposal. You and 

your staff (or you may request assistance from this agency) should 

review the fiscal note very carefully to determine whether you agree 

with the department's estimates. In particular, you may wish to ascer­

tain whether the department has considered the volunteer services of 

interested sportsmen. You can expect that the department will request 
funding for additional research biologists to carry o ut the necessary 

studies. You may wish to review the department's existing research 

commitments to determine whether you agree that additional positions 

are needed, or whether you feel that existing staff should alter their
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research priorites to perform the necessary elk research. If you dis­

agree with the department's fiscal note, you may w a n t  to prepare your 

own version for committee consideration.

* * * * *

I hope that this memorandum has provided you with useful information. 

More detailed information on specific requirements in terms of person­

nel, equipment, time, etc. will be forthcoming in a departmental fiscal 

note after legislation is introduced. If you have any further questions 

for this agency, please don't hesitate to call.

SH
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The Associated Press

ROCKY MOUNTAIN NA­
T ION A L PARK , Colo. -  
Hundreds of elk in Rocky 
Mountain National Park may 
have to be shot because the 
herd is so big it is damaging 
the park, according to federal 
and state wildlife officials.They estimate the park's 
elk population has increased 
by nearly 50 percent — to 
nearly 2,000 —. since 1980. Counting the elk in and 
around the park, the herd has 
grown to 4,000 since 1982, 
partly because predators such 
as the grizzly bear and wolf 
no longer roam the park.

"It’s almost a foregone con­
clusion that reductions in the herd will have to be made", 
soon, said Dave Stevens, a 
biologist at the park. The 
herd must be reduced by 400 
to 500 elk each year for a few

B u t  h u n t i n g  m a y  b e  c u r t a i l e d  in  W y o m i n g

, The Associated Press

JACKSON, Wyo. — Wyoming Game and 
Fish Department managers are recommend­
ing tighter restrictions on elk hunting north 

: of Jackson Hole this year because the elk 
population is below the objective. ’

Department, officials w.ll recommend 
fewer licenses be issued when they go 
before the state Game and’Fish Commission- ythis month. The commission meets April 25 

" in Cheyenne to decide oh the annual big 
ghme seasons. '■

The elk population north of Jackson 
?! currently is estimated at 9,300, while the 

objective is 11,000. The department thus 
plans to recommend that the number of 
limited quota elk licenses be reduced from 

1 750 to 400.
Area supervisor Tom Toman said the 

■j department also will recommend that the 
' commission issue 1,000 elk licenses for Grand Teton National Park, down from 

1,800 last year.

years to stabilize it at be-, 
tween 1,000 and 1,500, he said . 

y  recently.
'V. The elk herd’s exploding 

numbers coupled with its 
dwindling habitat are begin­
ning to strain the park, Stev­
ens said , noting that too

many browsing elk are dam­
aging aspen and willow trees.
. The elk in the area that would become Rocky Moun­
tain National Park were gone 
by the turn of the century, so 
about 1915 about 50 elk were brought in from Yellowston®

in Wyoming. The herd has 
grown ever since.

The current overpopulation recalls earlier elk ^hootings 
by rangers in Rocky Moun­
tain and Yellowstone Nation­
al parks, that had to be halt­
ed because of public outcry.
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MEMORANDUM May 3 ,  1985

TO: A l l  Members
S e n a te  R e s o u rc e s  C om m ittee

FROM: Staff

Senate R e s ou rc es  C om m i t t e e

RE: HB 166 "An A ct m ak ing  a  s p e c i a l  a p p r o p r i a t i o n  t o  t h e  D e p a r tm e n t
o f  F i s h  and Game; and  p r o v i d i n g  f o r  an  e f f e c t i v e  d a t e . "

HB 166 w ou ld  a p p r o p r i a t e  $ 5 0 ,0 0 0  f o r  t h e  t r a n s p o r t a t i o n  o f  e l k  f ro m  A fognak  
I s l a n d  t o  Zarembo I s l a n d  a s  a u t h o r i z e d  by SSHB 165.

HB 166 p a s s e d  th e  House by  a  v o t e  o f  24 y e a  and  15 n a y .

E n c l o s u r e :
1. B i l l  a n a l y s i s  and f i s c a l  n o t e  by  t h e  D e p a r tm e n t  o f  F i s h  and  Game
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STATE O F  A L A S K A  

OFFICE OF THE GOVERNOR

B I L L  A N A L Y S I S

i

DEPARTMENT
$ F ls h  a n d  Game

DIVISION
G am e

BILL NUMBER
SSH B  165

SPONSOR
T a y l o r - S u n d . ' - .:

DEPARTMENT POSITION
S f * •. «S N e u t r a l  _

) / * •V > Y &
• r *•

PREPARED BY /y J
' ^ R o b e r t  H in m a rV /J /j/J ft

OATE
4 / 1 7 / 8 5

COMMISSIONER'S SIGNAJURJf

1 *W/M\\
. r v - —u - - -r r ’-- ' S U M M A R Y

•i

OTHER AGENCIES AFFECTED DY BILL

iU.S. F o r e s t  S e r v i c e

»:lv . • •

CONSTITUENT GROUPS) AFFECTED BY BILL • 77/;'
S p o r t s m e n ' s  g r o u p s ,  A d v i s o r y  c o m m i t t e e  
E n v i r o n m e n t a l  g r o u p s

.1
ORGANIZATIONAL SUPPORT FOR BILL
Swyc
iSitka a n d  K e t c h i k a n  s p o r t s m e n 's g r o u p s  
^ A l a s k a  l o g g e r s

ORGANIZATIONAL OPPOSITION TO BILL

U n k n o w n •v
*• * ’• »!'. '* *' ' 
 ‘ >*

HSCALIUPACT: □ NONE 62 FISCAL NOTE ATTACHED
BACKGROUND/LEGISLATIVE INTENT ' ‘ ' ..
f V a r i o u s  g r o u p s ,  p a r t i c u l a r l y  t h e  s p o r t s m e n ' s  g r o u p  f r o m  K e t c h i k a n ,  h a v e  . 
" s u p p o r t e d  a t r a n s p l a n t  o f  R o o s e v e l t  E l k  t o  s o u t h e a s t e r n  A l a s k a .  T h i s  bill' 
w o u l d  m a n d a t e  s u c h  a n  i n t r o d u c t i o n .  .V,

' • # ?  
• ‘ f./V

ANALYSIS OF BILUPROGRAM EFFECTS

i. P r i o r  to t r a n s p l a n t i n g  e l k  o r  a n y  o t h e r  s p e c i e s ,  p e r m i s s i o n  m u s t  b e  g r a n t e d ^  
I4;b y  .the l a n d  m a n a g i n g  a g e n c y — in  t h i s  c a s e ,  t h e  U.S. F o r e s t  Service. (USFS.)$$!k 
^ T h e - F o r e s t  S e r v i c e  h a s  i n d i c a t e d  t h a t  a n  E n v i r o n m e n t a l .A s s e s s m e n t  (EA) w i l j | M
ilibe n e c e s s a r y  a n d  p o s s i b l y  an E n v i r o n m e n t a l  I m p a c t  S t a t e m e n t  (EIS) i f . t h e . E A  
V i n d i c a t e s  t h a t  a m o r e  d e t a i l e d  e v a l u a t i o n  is n e c e s s a r y .  B o a r d  o f  G a m e ^ >  
K p o l i c y  i s  t h a t  a n  i n t r o d u c t '  . 1 o r  t r a n s p l a n t  of  w i l d l i f e  m u s t  b e  preceded'^: 
|:'Vby-an a n a l y s i s  i n d i c a t i n g  „uat s u f f i c i e n t  h a b i t a t  e x i s t s  t o  s u s t a i n  t h e  
V . s p e c i e s ,  t h a t  t h e  t r a n s p l a n t  w o u l d  n o t  a d v e r s e l y  a f f e c t  i n d i g e n o u s  s p e c i e s ; , ^  
f e a n d . t h a t  the t r a n s p l a n t  w o u l d  l i k e l y  serve, a u s e f u l  p u r p o s e .  ‘- T h e ^  
^ d e p a r t m e n t  a n d  t h e  U S F S  h a v e  m e t  a n d  a g r e e d  u p o n  p r o p o s e d  ' criteria^;.; 

(attached) f o r  a f e a s i b i l i t y  study. T h e  C o m m i s s i o n e r  h a s  a g r e e d  with..the|f? 
U S F S  R e g i o n a l  F o r e s t e r  to  w o r k  c o o p e r a t i v e l y  in d e v e l o p i n g  a p l a n  for. t h e  .T; \ f e a s i b i l i t y  study. A m o n g  t h e  q u e s t i o n s  t o  b e  a d d r e s s e d  a r e  t h e  potential'1 r..- 

" e f f e c t s  on  i n d i g e n o u s  S i t k a  b l a c k t a i l  deer. B e c a u s e  p r e d a t o r - p r e y ' ^  
r e l a t i o n s h i p s ,  f o r a g e  a v a i l a b i l i t y ,  a n d  o t h e r  f a c t o r s  m a y  a f f e c t  ..; t h e  V (continued) ;

AMENDUENTS PROPOSED ----------------------

:VLine 9: y e a r s ,  ( C O O P E R A T E  a n d  a s s i s t  in the) T r a n s p l a n t ( I N G )  to Z a r e m b o ' ^ ^ t ^ '
. I s l a n d  o r  o t h e r  a p p r o p r i a t e  l o c a t i o n  in s o u t h e a s t e r n  A l a s k a  (OF) :?;&*•'

• ?’ . r K
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4
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D e l e t e  l a s t  s e n t e n c e ,  l i n e s  15 a n d  16: 
a u t h o r i t y .

t h e  d e p a r t m e n t  a l r e a d y  h a s  t h i s  'this

• ■ i'*

• '■■■ '•r'.tyA’X

PLEASE ATTACH A SEPARATE SHEET FOR ADDITIONAL COMMENTS OR ANALYSIS.

i 1 >. *•
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s u c c e s s  o f  a p r o p o s e d  t r a n s p l a n t ,  it is d e s i r a b l e  t o  e v a l u a t e  m o r e  t h a n  o n e  
p o s s i b l e  t r a n s p l a n t  l o c a t i o n .

The d e p a r t m e n t  is n o t  c u r r e n t l y  f u n d e d  to c o n d u c t  t h e  n e c e s s a r y  f e a s i b i l i t y  
study. W o r k  o f  t h i s  t y p e  c a n  b e  c o n d u c t e d  o v e r  a p e r i o d  o f  y e a r s  in 
c o n j u n c t i o n  w i t h  e x i s t i n g  r e s e a r c h  a n d  m a n a g e m e n t  a c t i v i t i e s .  I n  t h i s  wa y ,  
c o s t s  c o u l d  b e  m i n i m i z e d ,  b u t  a s u b s t a n t i a l  p e r i o d  o f  t i m e  w o u l d  b e  
n e c e s s a r y .  T o  c o n d u c t  t h e  w o r k  o v e r  a s h o r t e r  p e r i o d  w o u l d  r e q u i r e
a d d i t i o n a l  f u n d i n g .  . A s s u m i n g  t h e  s t u d y  i n d i c a t e s  t h a t  t h e  t r a n s p l a n t  is 
f e a s i b l e ,  f u n d i n g  t o  c o v e r  t h e  a c t u a l  t r a n s p o r t  o f  a n i m a l s  (and r e l a t e d  
costs) w o u l d  b e  n e e d e d .
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INTRODUCTION O F  E LK INTO SOUTHEAST ALASKA 

PROPOSED O R T T E R I A  FOR A FEASIBILITY STUDY

The following criteria should be addressed when conducting a feasibility study 

on the introduction o f  elk ont o  public lands in Southeast Alaska:

1. Consider possible imolications o f  introducing e l k  to Southeast Alaska.

a. Biological imolications

b. Ecological implications

c. Recreational implications

d .  Econom ica l  im p l i c a t i o n s

C D  Estimate o f  cost/benefit

2. Cons i d e r  potential types o f  public use.

a .  S p o r t  hun t in g

b .  Non-consumDt ive

3. C o n s id e r  a t t i t u d e s  o f  peoD le  i n  Sou th ea s t  A la ska  towa rds  i n t r o d u c i n g
elk.

a .  P u b l i c  s e c t o r s

b. State and Federal agencies

4 .  ComDliance w i t h  agency p o l i c i e s ,  d i r e c t i o n ,  and r e g u l a t i o n s .

a. State o f  Alaska, Department o f  Fish and Game

b. USDA F o r e s t  Service, Alaska Region

5. Historical Record o f  Elk Introductions to Southeast Alaska.

a .  L i t e r a t u r e  r e v iew

b. Past experience and results

6. Biological and Habitat Relationships

a. Suitability o f  habitats for elk

( D  W i n t e r  ranges-ootimum/minimum acre3

(2) S immer ranges-oDtimum/minimum acres

(3) E ffect o f  timber harvest on elk habita't

b. Forage availability (quantity, quality, forage SDecies)

( D  W i n t e r  range

(2) Simmer range
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IN T H E  H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

S E N A T E  CS F O R  H O U S E  B I L L  NO. 166 ( R e s o u r c e s )

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

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N  ' A :

A  B I L L

F o r  a n  A c t  e n t i t l e d ;  " A n  A c t  m a k i n g  a s p e c i a l  a p p r o p r i a t i o n  to t h e  D e p a r t­

m e n t  o f  F i s h  a n d  Game; a n d  p r o v i d i n g  f o r  an  e f f e c t i v e  

d a t e . "

BE I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF  A L A S K A ;

* S e c t i o n  1. T h e  s u m  o f  $ 5 0 , 0 0 0  is a p p r o p r i a t e d  f r o m  t h e  g e n e r a l  f u n d  

to t h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  f o r  the t r a n s p l a n t a t i o n  of  e l k  to 

Z a r e m b o  i s l a n d  o r  o t h e r  a p p r o p r i a t e  l o c a t i o n s  i n  S o u t h e a s t  A l a s k a .

* Sec. 2. T h e  u n e x p e n d e d  a n d  u n o b l i g a t e d  p o r t i o n  o f  the a p p r o p r i a t i o n
'■•ft il'-'l+Z ’s-. . .*•
m a d e  b y  th i s  A c t  l a p s e s  into the g e n e r a l  f u n d  J u n e  30, 1986.

* Sec. 3. T h i s  A c t  t a k e s  e f f e c t  o n  t h e  e f f e c t i v e  d a t e  o f  a n  A c t  e n t i­

t l e d  " A n  A c t  r e l a t i n g  to the t r a n s p l a n t i n g  of e l k . "

•: ■ •/..
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c. Habitat comDetition with other SDecies

(1) Foraqe competition

(2) Space-competition

(3) ReDroduction/breedinq

d. Biological potential for elk in Southeast Alaska

(1) • Subspecies most suitable to Southeast Alaska

(2) Availability of transplant stock

(3) Habitat adaDtiblllty of the animal

(4) Reproduction

(5) Survival/mortality
%

e. Predator/Prey Relationships

(1) Effects of oredation on Elk

(2) Potential problems with other SDecies

f. Diseases and Parasites

(1) Potential problems with elk Dooulations

(2) Potential oroblems with other SDecies 

<?. Land Use/Habitat Relationships

(1) Effect of timber harvest on Dublic and native lands on habitat
utilization by elk

(2) Effect of State land disDosal activities 

Management of the Elk PoDulations in Southeast Alaska.

a. Mobility of the animals-likelihood -of exDansion to other areas 
outside the original transDlant site.

b. PoDulation Management - reflations needed to maintain ooDUlation
size and areas occupied to meet management objectives

c. Potentials for Animal Damage
p

(1) Land Use Conflicts - Dublic and private lands



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

H e l i c o p t e r  t i m e  f o r  a n i m a l  c a p t u r e  1 8 , 0 0 0
T r a n s p o r t  o f  a n i m a l  K o d i a k - W r a n g e l ' l  1 5 , 0 0 0
M a t e r i a l s  f o r  c a p t u r e  a n d  t r a n s p o r t  4 , 5 0 0
U n l o a d i n g  a n d  r e l e a s e  4 , 0 0 0
S p o t t e r  p l a n e  t o  l o c a t e  a n i m a l s  4 , 5 0 0
T r a v e l  a n d  p e r  d i e m  3 , 0 0 0

$ 4 9 , 0 0 0

T h i s  d o e s  n o t  i n c l u d e  f u n d i n g  t o  f o l l o w - u p  a n d  m o n i t o r  t h e  
s u c c e s s  o f  t h e  t r a n s p l a n t .
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LEGISLATIVE A F F A R S  / G B K Y

L E G I S L A T I V E  R E F E R E N C E  L I B R A R Y

M a y ,  1 9 8 6

C o p i e s  o f  m i n u t e s  l i s t e d  b e l o w  w e r e  o r i g i n a l l y  i n c l u d e d  
i n  this file. T h e  m i n u t e s  a r e  a v a i l a b l e  o n  t h e  S T A I R S  
d a t e  b a s e  C M  14. I n  o r d e r  to sa v e  s p a c e  c o p i e s  o f  
m i n u t e s  h a v e  n o t  b e e n  left: in the files.

J e a n i e  H e n r y

S E N A T E  R E S O U R C E S  C O M M I T T E E
/
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MEMORANDUM A p r i l 23 , 1985

TO: A l l  Members
Senate Resources Committee

FROM: S t a f f .
Senate "Resources Committee

RE: CS HB 219 (F inance ) "An Act r e la t in g  to  the a p p l ic a b i l i t y  o f  the
A laska P u b lic  U t i l i t i e s  Commission Act to  c e r ta in  e le c t r i c  u t i l i t i e s ;  power 
development lo a n s ; and the energy program f o r  A la s k a ."

CS HB 219 (F inance ) would e s ta b lis h  a se t l F c r i t e r i a  which must be 
fo llow ed  in  the n e g o t ia t io n s  f o r  repayment o f  the $196 m i l l i o n  lo an  made 
la s t  yea r to  the Power Development R evo lv ing  Loan Fund f o r  the fo u r  dam 
p o o l. O r ig in a l ly  HB 219 c a l le d  f o r  s p e c i f ic  terms and in t e r e s t  r a te s .
This approach was found u n s a t is fa c to ry  in  the House and a committee 
s u b s t itu te  was adopted in  the House Finance Committee. CS HB 219 (F inance) 
now a llow s  the p a r t ie s  in vo lved  to  reach agreement w ith in  a framework o f 
g en e ra l c o n d it io n s . CS HB 219 (F inance ) passed the House by a vo te  o f  33 
yeas and 4 nays.
A memorandum from  R ep resen ta tiv e  John Sund to  the Senate Resources 
Committee d e ta i l in g  the p rog re ss  o f the b i l l  and a b i l l  a n a ly s is  is  
a ttach ed .
The f i s c a l  note i s  z e ro .
A ttachments: 1. f i s c a l  note

2 . Rep. Sund's memo w ith  attachments

££>tate Hegtsilature



M E M O R A N D l m A p r i l  23, 1985

TO: A l l  Members
Senate Resources Committee

FROM: S t a f f
Senate Resources Committee

RE: CS HB 219 (F inance ) "An Act r e la t in g  to  the a p p l ic a b i l i t y  o f  the
A laska P u b lic  U t i l i t i e s  Commission Act to  c e r ta in  e le c t r i c  u t i l i t i e s ;  power 
development lo a n s ; and the energy program f o r  A la s k a ."

CS HB 219 (F inance ) would e s ta b lis h  a s e t o f  c r i t e r i a  which must be fo llow ed
in  the n e g o t ia t io n s  f o r  repayment o f  the $196 m i l l i o n  lo an  made la s t  year
to  the Power Development Revo lv ing  Loan Fund f o r  the fo u r  dam p o o l.
O r ig in a l ly  HB 219 c a l le d  f o r  sp ec ific^ r-» tc o - o>f  i n t e r e s t ^and— Thi s

ii>j r*-hr U-ons-*-approach was found u n sa tis fa c to ry^ an d  a committee s u b s t itu te  was adopted in
the House Finance Committee. CS HB 219 (F in ance ) now a llow s  the p a r t ie s
in vo lv ed  to  reach agreement w ith in  a framework o f  g en e ra l c on d it io n s . ft6> 2-
pA-56-e-o T*hsr t+ov$<- 5?^ c  ^ iz y e^.-s o V  'V4-y y .

A memorandum from  R ep re sen ta tiv e  John Sund to  the Senate Resources 
Committee d e ta i l in g  the p rog re ss  o f  the b i l l  and a b i l l  a n a ly s is  is  
a ttach ed .

The f i s c a l  n o te  i s  z e ro .

A ttachments: 1 . f i s c a l  note
2 . Rep. Sund's memo w ith  attachments
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4/22/85

MEMORANDUM

TO: Sen. Arliss Sturgulewski, Chair,
Senate Resources Committee

FROM: Pep. John SurraAv

RE: HB 219 "An adt relating to the applicability of the Alaska Public
Utilities Commission Act to certain electric utilities; power 
development loans; and the energy program for Alaska."

The purpose of this bill is to resolve the problems holding up 
four-dam-pool power sales agreements and to provide for payback of the 
$196 million appropriation made last year to complete the hydroelectric 
projects. The Alaska Power Authority and the six communities served by 
the four dams have been negotiating power sales agreements for 2 \ years 
without success. The goal is a long-term power sales agreement that 
provides affordable electricity for the communities and a maximum return 

on the state’s investment.

$210 million was appropriated last year; $196 million has been spent to 
complete the dams and pay off short-term construction financing issued by 
the APA. This appropriation was structured as a loan from the Department 
of Commerce and Economic Development to the APA to be paid off through 
power sales from the project. AS 44.33.620 sets terms for the loan.

As in existing law, the Finance Committee Substitute does not set in law 
exact terms for the loan, nor does it set power rates. These are left 
open for further negotiation. The bill provides specific guidelines for 
resolving the issue unuer a plan developed by Gordon Harrison of the APA 

board.

The APA and the six communities report recent significant progress in 
power sales agreement negotiations; the plan they are now working with 
requires the passage of CSHB 219 (Fin). Action is required this session 
to permit sales agreements which will capture additional loads for the 
under-utilized hydroelectric capacity.

The bill is supported by both the APA and the four-dam-pool communities. 
Bob Heath, Executive Director of the APA and representatives of the 
communities are expected to testify before the Resources Committee.



Section 1:
Sections 1 and 5, propose a change in law to allow two communities to get 
together for joint operation of a dam. The main purpose is to allow the 
Thomas Bay Power Authority to operate the Tyee Dam. Tyee serves two 
communities (Wrangell and Petersburg); Current law requires one or the 
other to operate the dam. This section corrects that by adding "electric 
operating entities established as an instrumentality of two or more 
public utilities owned and operated by a political subdivision of the 
state" to the APUC statutes. Like the communities, the 'joint operating 
entity' would not be subject to APUC regulation.

Section 2:
This section amends the loan terms for the Power Development Revolving 
Loan Fund (AS 44.33.620). This fund was created last session and the 
statutory loan terms give little direction f.o the APA. The added 
language sets clear guidelines for the agencies to work with. Deleted is 
the requirement that the loan terms be set considering market rates of 
interest.

Section 3 adds a definition: "initial project" means the four dams.

Section 4 adds a provision for power sales contract rate reopeners. This 
protects the state in times of inflation when the power sales rate could 
not provide sufficient loan repayment in real terms and protects the 
communities should the price of alternate power generation drop 
significantly. An important provision is added allowing an agreed 
schedule of wholesale power rates to be included in the contracts. This 
allows a contract to be reached through negotiation which will provide 
for certainty in power rates as needed by utility planners. This also 
will provide for a greater return to the state in debt service from the 

project.

Section 5 adds joint operating entities to the definition of "qualified 
utilities" which may purchase power from the APA. (See explanation of 
Section 1)

S e c t i o n a l  analysis:



RETAIL RATES 
(cents per kwh)

Community g 200 kwh/month g 500 kwh/month g 700 kwh/month

Copper Valley
-Glenallen 23.5 20.1 18.8
-Valdez 21.3 16.0 14.7

Kodiak 19.0 18.1 17.5

Wrangell 19.1 16.3 15.7

Petersburg 13.9 11.7 11.2

Ketchikan 14.3 10.8 10.2

APA
Community O&M

Copper Valley

-Glenallen 2.76
-Valdez 2.76

Kodiak 2.00

Wrangell 4.59

Petersburg 4.59

Ketchikan 2.26

COMPONENTS OF THE RATES 
(cents per kwh)

ApA */
Debt Service Other—

2.64 13.4

2.64 9.3

2.64 12.86

2.64 8.47

2.64 3.97

2.64 5.3

Total 
(g 700 kwh/month)

18.8

14.7

17.5

15.7

11.2

10.2

*/ it
—  "Other" includes distribution, administrative and general, reserve 

generation, and other generation (other hydro as well as diesel in the 
case of Ketchikan and Petersburg.)



SHORTCOMINGS OF PRICING APA POWER AS A PERCENTAGE OF AVOIDED COST

Draft: A p r i l  23, 1985

* /
A. Problems for the purchasing utility (in the Alaskan context)—

1. Loss of potential loads: Some or all potential large new
loads that could increase project utilization will be lost, because 
such loads demand a higher degree of certainty over longer periods. 
Many such loads will either be met with private generation or cogener­
ation (e.g., Wrangell Forest Products) or will be lost entirely (e.g., 
Phillips). In the cogeneration case, the utility may be required by 
law to purchase excess cogenerated power from the private party, thus 
reducing the utility's own purchases from the APA project. In the 
case of loads lost because the economic activity is relocated (e.g., 
to the Lower 48), the community loses not only employment and taxes, 
but also the "induced" loads, i.e., increases in other community loads 
resulting from the economic activity represented by the primary load.

2. Ratemaking and billing problems: The utility must make its 
retail rates prospectively, yet its power costs will become known only 
retrospectively. Matching costs to rates during each rate period (and 
keeping rates fairly predictable for consumers), always a chore, be­
comes significantly more difficult.

3. Added administrative cos t s : A fairly sophisticated formula
is needed to calculate true avoided cost, and the values for each var­
iable in the formula must be recalculated at frequent (e.g., monthly) 
intervals. This would create some administrative burden even if (a) 
diesel were the only alternative, and (b) disputes with APA over the 
proper value for each variable never arose. (It is also difficult to 
continue getting realistic quotes for a large volume of diesel once 
the utility begins buying reduced volumes.) In practice, the diffi­
culties are even greater because (a) the formula must accommodate 
other alternatives (e.g., cogeneration) as such alternatives become 
available, and (b) disputes with the APA over the value of individual 
variables are likely.

*/ Such pricing works well in power "pools" in which a sophisticated 
computer controls the generators of many producers on an instantaneous 
central-dispatch basis. The computer is programed to minimize total 
generation costs at all times, based on each generator's fuel cost, 
efficiency, and maximum/minimum operating guides. Cost savings made 
possible by using Utility A's generator rather than Utility B's to 
serve a portion of Utility B's load are "split" (usually on a 50/50 
basis) through use of a share-the-savings rate the computer charges to 
Utility B and credits to Utility A. The actual rate for each trans­
action, and each utility's costs and savings for any given period, are 
known at once, facilitating utility ratemaking and billing. Nothing 
similar exists in Alaska, nor could it exist in the Four Dam Pool con­
text where (a) the communities ire not electrically interconnected, 
and (b) APA power is intended to displace thermal generation complete­
ly for most days of the year.
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A. Regulatory costs: For the cooperatives (Kodiak and Copper
Valley), whose retail rates are regulated by the Alaska PUC, rate fil­
ings and rate cases will become more frequent, more complex, and more 
costly. If the past is a guide, the APUC may also require the co-ops 
to raise/lower retail rates to "track" the fluctuating wholesale cost 
of power to the co-op, thus producing fluctuating retail rates.

5. Planning problems: The search for alternative sources of 
power supply with more predictable long-term costs would be intensi­
fied and simultaneously complicated. Presumably the planning process 
would be biased (rationally) toward predictability, even if the price 
of predictability were that somewhat higher retail rates might result 
from the more predictable alternatives.

6. Uncertain impact on utility financing: It is not clear that 
a utility would be able to finance additions to its distribution sys­
tem and/or its generating plant as easily or inexpensively as would 
otherwise be the case, since the utility's revenue stream and its 
ability to maintain required coverage ratios and reserves would be 
somewhat unpredictable.

B. Problems for the State of Alaska as the seller of power

1. Reduced revenue: Compared with long-term contracts under the 
terms of HB 219 pricing method, power sold on a percentage-of-avoided- 
cost basis is likely to produce less total revenue for the State, even 
if one assumes that loads are equal in both cases. But loads will 
actually be less (see 1! A.I. above). The loss of potential large new 
loads that would have produced more revenue for the State would make 
the comparative revenue disadvantage to the State worse.

2. Increased revenue risk: This would take two forms. First,
the State would take the entire risk of further downward movement in 
the price of diesel and the cost of alternative resources, whereas 
under HB 219 the communities would bear that risk entirely. Second, 
because the utilities would be free, over time, to switch wholly or 
partially to other sources of supply, and because the utilities would 
have an incentive to investigate and pursue such other sources, the 
State would face some risk of losing even the existing loads of the 

utilities, as well as utility load growth.

3. Risk of negative rate of return (failure to cover current 
costs): This simply indicates the extreme to which the State's 
additional risk could take it. Under HB 219, the State is assured 
that (a) O&M costs will be completely paid by the utilities, and (b) 
some positive return, in addition to return of the principal, will be 
earned on the State's loan. If wholesale rates are tied to actual 
avoided costs of the utilities, however, r sufficiently great drop in 
actual avoided costs would result in the APA failing to cover even its 
O&M costs. In less extreme cases, APA might cover its O&M costs but 
fail to earn sufficient revenue to repay the principal and/or interest 
on the loan.
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A. Added administrative costs: Administering such a pricing
system would be just as complex and labor-intensive for the APA as it 
would be for the utilities.



M E M O R A N U D M

TO: Re

FROM: J.

RE: Amendment to Subcommittee draft of HB 219

Here are some reasons for adding the section:

*Sec. 4„ AS 44.33 is amended by adding a new section to read:

Sec. 44.33.625. RATE REOPENERS. A power sales agreement for 
the sale of power from the initial project financed under AS 44.33.610 
may include among its provisions an agreed schedule of wholesale power 
rates notwithstanding the provisions of AS 44.83.398 but must include a 
provision for a rate reopener.

1. Will allow the present negotiations to continue.
Negotiations are presently moving forward under a plan from Gordon 

Harririon. His plan is to offer a wholesale power rate which combines
debt service and 0 & M. The plan would offer the purchasers of power a
certain rate per kwh, O&M would be taken out of that rate and whatever is 
left above O&M would go to debt service. This is not allowed under AS 
44.83.398 which specifies that O&M and Debt service must be separated and 
debt service must be the same for all projects.

2. Will return mere debt service to the state.
Per KWH, Tyee has the highest O&M rate; this rate is by itself 

almost equal to the cost of alternative sources of power. Therefore, if 
the "Harrison plan" is implemented, very little would be left over for 
debt service thus limiting the debt service rati? that can be paid by the 
other projects as well (under 398). Other projects with lower O&M are, 
with this amendment, allowed to provide a greater return to the state for 
debt service.

3. It still leaves the rate open to negotiations.

The amendment only provides for an agreed schedule, it is silent as 
to what that rate will be. Under AS 44.83.398 there is no way to agree 
on a schedule - the rates must flu^uate with loads - if loads go down, 
rates go up, if loads go up, rates go down. This is the exact problem 
the communities are trying to get away from - certainty is more important 
than the actual rate itself; the amendment allows for agreement.

4/12/85



Electric Rates and Production Costs For Selected Utilities
1983

Table 1

S

Utility
Production Cost 

(cents/kwh)
Retail Rate 
(cents/kwh)

Difference
(Rate-Cost)

Regulated
Alaska Electric (AEL&P) 3.5 5.9 2.4Alaska Power (AP&T) 12.4 16.1 3.7Alaska Villages (AVEC) 29.6 44.8 15.2
Anchorage (AML&P) 3.6 5.5 1.9Aniak (APC) 28.3 33.9 5.6Barrow (BU&EC) 2.7 9.0 6.3
Bethel (BUC) 15.7 18.1 2.4Betties (BL&P) 25.5 49.1 23.6Chugach Electric (CEA)* 3.0 6.5 3.5
Cold Bay (NP&E) 16.4 19.3 2.9Copper Valley (CVEA) 8.3 13.3 5.0Ft. Yukon (FYU) 24.5 34.3 9.8
Galena (M&DE) 30.2 38.1 7.9Golden Valley (GVEA) 6.4 10.0 3.6Haines (HL&P) 13.7 16.4 2.7
Kodiak (KdEA) 12.1 16.4 4.3Kotzebue (KtEA) 18.0 23.4 5.4McGrath (MGL&P) 24.5 32.0 7.5
Northway (NPfiL) 18.9 26.5 7.6Pelican (PUC) 8.3 10.6 2.3Sandpoint (PUC) 15.5 17.3 1.8
Tanana (TPC) 24.6 31.8 7.2
Tlingit-Haida (THREA) 25.3 38.4 13.1Yakutat (YPI) 13.3 18.1 4.8
Unregulated
Cordova (CEC) 14.6 20.4 5.8Fairbanks (FMU) 6.6 7.5 .9Glacier Highway (GHEA) 5.2 11.1 5.9
Ketchikan (KPU) 5.9 9.0 3.1Metlakatla (MP&L) 5.6 8.2 2.6



Electric Rates and Production Costs For Selected Utilities
1983

Table 1 (continued )

Utility
Production Cost 

(cents/kwh)
Retail Rate 
(cents/kwh)

Difference
(Rate-Cost)

Naknek (NEA) 14.7 22.8 8.1Nome (NTUB) 17.7 20.4 2.7Petersburg (PMP&L) 10.4 13.3 2.9
Sitka (SED)t 8.0 6.8 -1.2
Wrangell (WML&P) 10.5 14.6 4.1

* Homer Electric Association, Matanuska Electric Association and the 
City of Seward are combined with Chugach Electric. Seward is an 
unregulated utility.

t According to John McCracken, Finance Director for the City and Borough 
of Sitka, the utility did show a paper loss of approximately 569,000 in 
1983; however, this does not account for the large negative difference 
between the retail rate and the production cost. This difference is 
the result of not counting substantial income from interest on cash 
reserves and on overlapping financing, while apportioning the interest 
expense of this financing to production costs.

Source: Alaska Power Authority, Advisory Committee Report on Statewide
Power Production Costs, December 15, 1984.

Table prepared by the House Research Agency, February 1985.
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Advisory Council Members 
Senator Bennett, Chairman 
Senator Kerttula 
Senator Abood 
Senator Sackett

Pouch V  
State Capitol 

Juneau, Alaska 99811 
Phone: (907) 465-3114

SENATE ADVISORY COUNCIL

MEMORANDUM

TO: Senator Sturgulewski 
Chairman, Senate Resources

FROM: Kurt S. Dzinich l/^j\ 
Senior Advisor A

DATE: April 23, 1985
RE: HB 219

In preparing to address HB 219 in the Senate Resources Committee, I 
thought you might find a brief summary of where we are today and how we got 
here helpful. As you know I have been monitoring APA activities since 
January of 1982 in general and the four dam pool negotiations for over two 
years.

Contrary to popular belief APA had power sale agreements for all 
projects except Tyee before they proceeded with construction or 
acquisition. These were take or pay type contracts that required the 
utilities to pay regardless of whether the projects could deliver and at 
whatever the rates would be. Apparently the communities were not overly 
concerned with these provisions when they originally signed them believing 
that state grants would eventually fund all construction costs.

From 1981 on APA issued about $200 million short-term (3 yr) bonds to 
complete construction of Swan, Terror and Tyee projects. In 1983 it became 
apparent that long-term revenue bonds would be needed to refinance the 
short-term notes coming due in 1984 and early 1985. The negotiations were 
carried out under increasing urgency as the due dates of the short-term 
notes approached in 1984.

By April of 1984 APA and most of the communities had reached a 
tentative agreement on the new power sale agreements. In order to make the 
agreements valid the legislature would be required to rescind the "Susitna 
blackmail clause" and to appropriate $49 million for rate stabilization 
which would have assured that the APA rates were no higher than the 
alternative cost of generation in the early years (about 10) of projects 
operation.



Senator Sturgulewski
A p r i l 2 3 , 1985
Page 2

Due to continuing uncertainty as to whether the plan would work, the 
legislature passed new legislation setting up the Power Development 
Revolving Loan Fund in the Department of Commerce and appropriating $210 
million for the specific purpose of repaying the short-term debt of the 
four dam pool. The statutes specified that an amount in excess of the 
principal amount would be repaid in not to exceed 50 years and at an 
interest rate that would consider the market rate of interest for 
comparable loans (upper limit now about 10.5%) and the estimated costs of 
alternative generation (lower limit never specifically established nor 
agreed to between APA and the participants).

Based on this new legislation and working backwards from the earlier 
revenue bond financing and $49 million rate stabilization plan, APA 
prepared a new proposal that would have been for 35 years (same) and 8% 
yield on total loan (rates somewhat lower than under revenue bond 
financing). Under this proposal rate stabilization effect was achieved by 
trending the debt service and by charging about 3% less than market rate of 
interest or 11%. The communities rejected this and made a counteroffer in 
September of 1984 calling for a repayment period of 50 years and a 3.3% 
yield on total loan. Their counterproposal did not receive approval by the 
APA board.

Early in 1985 the communities sponsored introduction of HB 219 which 
was Dased on their earlier proposal of September 1984 and calling for a 
repayment period of 50 years and an interest rate not to exceed 2.3% yield 
on total loan (the bill actually said not to exceed 4% but in comparable 
terms to APA's interest that equates to about 2.3%).

The bill before you now, CSHB 219 (Finance), appears initially to be 
substantially different *han the original version. Upon closer 
examination, and based on the testimony by the sponsoring parties, the four 
dam pool participants clearly expect that CSHB 219 (Finance) will eliminate 
existing loan term criteria and replace them with broad guideline type 
language which would enable the Department of Commerce to modify their loan 
terms and-thereby allow APA to sign power sale agreements essentially along 
the lines proposed by the communities in the first place in HB 219. The 
communities only apparent concession was to allow for inclusion of 
mandatory rate reopener language in CSHB 219 (Finance) because otherwise HB 
219 was perceived by many as a 50 year sweetheart deal.' Only under the 
scenario of continually decreasing oil prices over 50 years could HB 219 be 
considered as a good deal for the State.

So where is the beef? Clearly, the Commerce loan terms are 
the central issue. I believe that the main reason for not concluding power 
sale agreements was the ambiguous loan term language of the existing 
statute, i.e., AS 44.33.620(a)(2) which is supposed to set the lower limit
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on the interest rate to be charged by Commerce. On this critical point 
CSHB 219 again remains ambiguous and leaves it up to the communities and 
administration to work out an acceptable deal.

How is the Senate to judge whether the loan terms to be worked out are 
fair and equitable to all Alaskans? One way is to pass CSHB 219 and accept
on £aith that the administration will in fact negotiate such a deal. The
danger is that political factors could overshadow economic factors thereby 
resulting in less than optimal contract terms. For example, would a 2.3% 
yield on total loan be acceptable?

The second way would be for the Senate to set a minimum rate of
interest (yield on total loan) after considering such factors as:

1. Cost of alternative now (to determine entry rate) and over
life of contract (to judge reasonableness of proposed future
rates).

2. Load growth forecast.
3. Market rate of interest.
4. Cost of power at other Alaskan communities over the life of the 

contract.
5. Amount of state grants for the projects.
6. Affordability to consumers (really tied to item 1 but almost as 

difficult to define as good art or beauty).
It is fair to say that throughout the hearings on the House side, item 

1 was never presented in equivalent terms so that apples could be compared 
to apples. For example, Ketchikan testified that they could buy diesel 
fuel for 754/gal and that their diesel alternative costs were about 54/KWH 
in 1985. Compare that to AEL&P of Juneau who in 1984 added three 2.5 MW 
diesel units:

Capital Costs 3.914/KWH
Maintenance Costs 1.334/KWH
Fuel Costs 7.004/KWH @ 954/gal, 13.6KWH/gal
Busbar Generation Cost 12.244/KWH
I believe that it is possible to conclude acceptable power sale 

agreements under the present statutes. If adopted, CSHB 219 (Finance) 
would increase the chances of concluding power sale agreements at whatever 
terms the administration set as long as the loan was repaid - principal
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plus undefined excess - over the term not to exceed 50 years. The question 
is what would be the terms and how acceptable would they be. The Senate 
can either proceed on faith or provide specific guidance.

It is also possible to address this complex issue in the interim by 
extending the existir : power sale agreements for one year and then 
addressing additional legislation after it has been thoroughly analyzed and 
reviewed.

Please let me know if you have any questions.
KSD*,crb



RETAIL RATES 
(cents per kwh)

Community @ 200 kwh/month @ 500 kuh/month g 700 kwh/month

Copper Valley
-Glenallen 23.5 20.1 18.8
-Valdez 21.3 16.0 14.7

Kodiak 19.0 18.1 17.5

Wrangell 19.1 16.3 15.7

Petersburg 13.9 11.7 11.2

Ketchikan 14.3 10.8 10.2

APA
Community O&M

Copper Valley
-Glenallen 2.76
-Valdez 2.76

Kodiak 2.00

Wrangell 4.59

Petersburg 4.59

Ketchikan 2.26

COMPONENTS OF THE RATES 
(cents per kwh)

APA
Debt Service Other-

2.64 13.4

2.64 9.3

2.64 12.86

2.64 8.47

2.64 3.97

2.64 5.3

Total 
(0 700 kwh/month)

18.3
14.7

17.5

15.7

11.2

10.2

* /
-  "Other" includes distribution, administrative and general, reserve 

generation, and other generation (other hydro as well as diesel in the 
case of Ketchikan and Petersburg.)
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B i l l  m a y  a i d  p o w e r  s a l e s  p a c t s

JUNEAU (AP)—House lawmak­
ers passed a bill Tuesday that sup­
porters say offers new hope to offi­
cials trying to negotiate power 
sales agreements between the 
Alaska Power Authority and the so- 
called “ Four-Dam Pool”  com­
munities.

The measure, first sponsored by 
Rep. John Sund, D-Ketchikan, was 
sent to the Senate after a 3?-to-4 
vote in the House.The communities—Ketchikan, 

. Wrangell and Petersburg, Kodiak, 
and Valdez and Glenallen—are all 
served by hydroelectric projects 
recently built in their backyards.

But municipal officials in those 
areas have been unable to reach 
long-term power agreements with 
the APA, fearing it will cost more to 
pay for hydroelectric power than to 
generate diesel-fueled power.

Officials from the communities 
are currently negotiating with the 
APA, trying to work out repayment 
schedules on a $210 million loan set

aside last year by lawmakers to 
offset part of th „• cost of the four 
projects.

Sund said his bill outlines “ gener­
al policy direction” for both sides 
involved in the power-sales nego­
tiations.

A key provision in the measure 
would release the APA h jit offer­
ing repayment agreements at cur­
rent market rates. By setting lower 
interest rates on the loan, APA offi­
cials hope to offer the communities 
power at more affordable rates.

State lawmakers in the late 1970s 
put together a $462.5 million, four-

part hydroelectric project de­
signed to make the state energy 
self-sufficient.

About $285 million for the pro­
jects came from state grants, with 
the rest provided by interim  
financing.

Dams have since been built at 
Terror Lake neat; Kodiak and at 
Swan Lake near Ketchikan, along 
with a lake-tap. project at Tyee 
Lake. That project serves Peters­
burg and Wrangell.

Another dam has been con­
structed at Solomon Gulch, serving 
Valdez and Glenallen.



Table o. Hydroelectric Projects Operating in Alaska

REGION.

South Central

Southeast

INSTALLED AVERAGE ANNUAL DATE
PCRVICE AREA PROJECT CAPACITY (MW) GENERATION (MWh) CONSTRUCTED

Anchorage Cooper Lake 15.0 42,000 1961Anchorage Eklutna 30.0 147,875 1955Kodiak *Te> ror L ike 20.0 139,700 1984Valdez *Solomon Gulch 12.0 55,000 1982
Juneau Annex Creek 3.5 27,500 1915Juneau Gold Creek 1.6 6,000 1904Juneau Snettisham 46.7 211,000 1973Juneau Upper Salmon 

Creek 2.8 14,000 1914Ketchikan Beaver Falls 5.4 36,200 1947Ketchikan Ketchikan Lakes 4.2 16,400 1957Ketchikan Si 1 vis 2.2 11,000 1974Ketchikan *Swan Lake 22.0 88,000 1984Metlakatla Purple Lake 3.0 15,800 1956Pelican Pelican Creek 0.5 2,500 1940Petersburg Crystal Lake 1.6 11,000 1956Petersburg/
Wrangell *Tyee Lake 20.0 133,000. 1984Sitka Blue Lake 8.0 39,800** 1961Sitka Greer' Lake 18.5 46,500** 1982Skagway Dewr ; :kv 0.7 700 1909

* APA P\jjects.
** Firm energy rather than average annual generation.
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H o us e Bill ?T9 R e l a t i n g  to T o w e r - D e v e l o p m e n t  L oa ns  $  0

At>eence of my s i g n a t u r e  on the M e m o r a n d u m  of Understanding
D a t e d  M a y  8 , 1985 b e t w e e n  A T A  and P o u r  D a m  Pool rtommun l \. \ «*
i n d i c a t e s  I do not e n d o r s e  this a g r e e m e n t  as It r e l a t e -  t.n 
no zn?.

W i t h i n  this m e m o  I s t r o n g l y  o b j e c t  to a r t i c l e s  (i)

p e r i o d i c  r e n e g o t i a t i o n s , (7 ) two d e b t  e l e m e n t s ,  ( 1 0 ) 
r e n e g o t i a t e  in 15 ye ars, (11) ties to B r a d l e y  Lake

Pro 1 a c t . T h e r e f o r e  do n o t  s u p p o r t  this  m e m o r a n d u m ,  
n o r the p a s s a g e  of the bill.

R e c o m m e n d  d e f e r r m *  bill un ti l n e x t  se ssi on .
F u r t h e r  r e c o m m e n d  this e n t i r e  issue he d e te rm in e d  
in b i n d i n g  a r b i t r a t i o n ,  c o n d u c t e d  by a panel of  three

a r b i t r a t o r s .  Tw o  a r b i t r a t o r s ,  a p p o i n t e d  r e s p e c t i v e l y

by the m u n i c i p a l i t i e s  and A l a s k a  T o w e r  A u t h o r i t y ,  w o u l d  
a a l o c t  the third.
S u g g e s t e d  T e r m s  of R e f e r e n c e  for A r b i t r a t i o n ;
A r e the f a c i l i t i e s  u s e d  an d useful, and w e r e  the 
expfntil tm*cs n e c t s s a r y a n d  p r u d e n t l y  i n c u r r e d ?

The a r b i t r a t o r s  w o u l d  d e t e r m i n e  a fair marknt. ratn 
o f  intere st,  the a p p r o p r i a t e  a m o r t i s a t i o n  s c h e d u l e
to be a pp l i e d  to the f a i r  v a l u e  of the f a c i l i t i e s  
for the p u r p o s e s  of  s a l e  or  e l e c t r i c  ra t e  m a ki ng .

%

S i n c e r e l y ,

■w<

D o n K o e n i e s


