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The government of the United States, then, 
though limited in its powers, is supreme; and 
its laws, when made in pursuance of the con­
stitution, form the supreme law of the land, 
'anything in the constitution or laws of any 
state to the contrary notwithstanding."
McCulloch v. The State of Maryland, 4 Wheat.
316, 405-406 (1819). (Emphasis added.)

Conversely, it is equally clear that a State has the autho­
rity under the Tenth Amendment to the United States Con­
stitution to regulate those o.ctivities which occur within 
the State if Congress has not been granted such authority 
by the Constitution.

"We choose rather to plant ourselves 
on what we consider impregnable positions.
They are these; that a State has the same 
undeniable and unlimited jurisdiction over
all persons and things within its territorial
limi ts, as any foreign nation, where that
jurisdiction is not surrendered or restrained
by the Constitution of the United States.
That, by virtue of that, it is not only the 
right, but the bounden and solemn duty of a 
State, to advance the safety, happiness and 
prosperity of its people, and to provide for 
its general welfare, by any and every act of 
legislation which it may deem to be conducive 
to these ends; where the power over the 
particular subject, or the manner of its 
exercise is not surrendered or restrained, in 
the manner just stated. That all those powers 
which relate to merely municipal legislation, 
or what may, perhaps, more properly be called 
internal police, are not thus surrendered or 
restrained; and that consequently, in relation 
to these, the authority of a State is complete, 
unqualified and exclusive.

We are aware that it is at all times diffi­
cult to define any subject with proper precision 
and accuracy; if this be so in general, it is 
emphatically so in relation to a subject so 
diversified and multifarious as the one9
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which we are now considering." New York v.
Miln, 11 Pet. 102, 138 (1037). (Lmpnasis 
added.)

The State of Alaska is entitled to the same rights as 
other states under the Uniteu States Constitution oy virtue 
of the Statehood Act, Section 1, whicii provides that the 
State is on an "equal footing with the other states in 
all respects whatever. . ."

The Alaska State Legislature has properly deter­
mined what oil royalty rate snould be charged lessees of 
State lands. The rates specified by tne Legislature ave 
been embodied in the respective leases entered into 
the State and are a necessary condition of the State s 
contractual commitment. Neither Congress nor the Alaska 
State Legislature has the power to interfere with or ignore 
that commitment. Naturally, the Alaska Legislature can 
increase the royalty rates to be charged in future oil and 
gas leases, but it does not follow that Congress may do 
likewise. Congress may only supercede State legislation 
if it does not violate the Tenth Amendment to the United 
States Constitution.

There is no question tnat royalty legislation 
on State oil and gas leases is a matter within the para­
mount jurisdiction of the State. The conservation of oil 
and gas is a matter within the authority of tne States.

"The paramount public interest of the 
state in the conservation of these natural 
resources, the right of the Legislature to 
enact reasonable laws havinq reasonable 
relation to that end, and of the Commission 
under the authority of those laws to make 
regulations to carry them into effect, have 
been uniformly recognized ana sustained in 
the numerous litigations that have arisen 
in state and federal courts, in connection 
with state enforcement." Griswold v. The 
President of the United Staces, 82 P.2d 
922, 925 (C.A. 5, 1936).

The royalty provisions of a mineral leasing act 
are related to conservation of natural resources.



*
Op in io n No. 6

The Ho norable Wayne N. Aspinall Se ptember 5, 1969

Washington, D. C. - 7 -

"The purpose of -he Mineral Leasing Act 
was not to obtain sales for the gas from 
these reser\ s on Government land at any 
price. The . ;t was intended to promote wise 
development of these natural resources and 
to obtain for the public a reasonable finan­
cial return on assets that "belong" to the 
public. The Secretary of the Interior is 
the statutory guardian of this public in­
terest. He has a responsibility to insure 
that these resources are not physically wasted 
and that their extraction accords with pru­
dent principles of conservation. To protect 
the public's royalty interest he may deter­
mine that minerals are being sold at less 
than reasonable value. Under existing 
regulations he can restrict a lessee's pro­
duction to an amount commensurate with market 
demand, and thus protect the public's royalty 
interest by preventing depression of the 
market. He may also establish "reasonable 
values" for royalty purposes. Of course 
his duties havj another aspect. The public 
does not benefit from resources that remain 
undeveloped, and the Secretary must ad­
minister the Act so as to provide some in­
centive for development. He has statutory 
power to prescribe regulations to effectuate 
the purposes of the Act." California Company 
v. Udall, 296 F.2d 384, 38B (C.A.D.C., 1961). 
(Emphasis added.;

The conservation rationale behind royalty provisions has
also been recognized by the State courts.

"That the operation may be conducted by 
a lessee required to pay royalties to the 
State does not destroy its public use 
character or render it a private enterprise. 
The end to be served is the conversion of 
public resources and the avoidance of waste 
thereof and the leasehold method must be 
viewed as no more than a means to that end." 
Opinion of the Justices, 216 A.2d 656, 66U 
(Me. 1966).



Furthermore, assuming for the purpose of argument 
that the royalty- provision is a tax measure and not a con­
servation measure, the same principle of state sovereignity 
is applicable. "The States nave a very wide discretion in 
the laying of their taxes. Wnen dealing witn tneir proper 
domestic concerns, and not trenching upon the prerogatives 
of the National Government or violating tne guarantees of 
the Federal Constitution, the States have tne attrioute of 
sovereign powers in devising their fiscal systems to insure 
revenue and foster their local interests." a llied Stores 
of Ohio v . Bowers , 35 8 U.S. 5 22, 526 (1959).

A diversion of revenues which may be due to the 
State oy virtue of State law and State leases is a flagrant 
violation of the United States Constitution. It not only 
goes beyond the scope of the supremacy clause of the 
Constitution, but it also takes tne property of the people 
of the State of Alaska in violation of tne due process 
clause of the Fifth Amendment to the Constitution. A 
provision of that nature constitutes a serious threat to 
any state government because it apparently recognizes a 
right of the federal government to control the finances 
and treasury of state government.

In accordance with the principle tnat tne para­
mount interest in conservation or local taxation is v/i th 
the states, the United States, under the Tenth Amendment 
to tne Constitution of the United States, has no autnority 
to legislate on state royalty provisions and state oil and 
gas leases.

IV. FLDliKAL UEASLS

The 2% overriding gross royalty cannot apply 
to a federal lease on puolic lands witnin tne State of 
Alaska. This is true whether or not tne royalty is retro­
spective or prosepective from the effective date of the 
legislation.

The first case to examine is tnat of a 2% over­
riding gross royalty wnich would be supplementary to tne 
current 12 1/2% federal royalty. This would result in a 
14 1/2% royalty on federal oil and gas leases in Alaska, 
although 30 U.S.C. 226 provides for a minimum 12 1/2% 
royalty througnout the United States. It is apparent tnat 
sucn legislation would violate not only tne ‘’equal footing"
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doctrine, but that it would also violate tne equal protec­
tion and due process clauses of the U. S. Con: titution to 
the extent that a lessee would not be ac'.oraed uniform 
treatment under federal legislation. Ic is true that 
federal legislation need not oe uniform in its application 
throughout the United States, but it is equally true that 
the principle embodied within the legislation snould be 
uniform.

"So far as uniformity is concerned, there 
is no question that the act uniformly applies 
to the conditions which call its provisions 
into play,--that its provisions apply to all 
the states,--so that the question really is 
a complaint as to the want of uniform exist­
ence of things to which the act applies, and 
not to an absence of uniformity in the act 
itself. But, aside from tnis, it is obvious 
that the argument seeks to engraft upon the 
Constitution a restriction not found in it; 
that is, that the power to regulate con­
ferred upon Congress obtains subject to the 
requirement that regulations enacted shall 
be uniform throughout tne United States." 
James Clark Distilling Co. v. V.' e s t e r n 
Maryland R. Co. , 2 4 2 U.S. 311, 327, 37 S.Ct.
180, 185, 61 L.Ed. 326 (1817).

Also see s t . Mary's Sewer P. C o . v. Director c f U. s .
Bureau of Mines (C.A.3, 1959), 262 F.2u 378. If there were 
no requisite that federal legislation be uniform tnrougnout 
the United States, the result would be a gerrymandering 
of special legislation on not only minerals but also laoor, 
banking, civil rights, and so forth.

The second case to examine is tnat of a 2 * gross
overriding royalty which would constitute a diversion of 
the current 12 1/2% federal royalty. Pursuant to the 
Alaska Statehood Act, Sec. 28(b), and 30 U.S.C. 191, tne 
State of Alaska receives 37 1/2% and 52 1/2%, or a total 
of 90%, of "All money received from . . . royalties . . .
of public lands under the provisions of sections . . . 22o
. . . of this title . . . "  If there were a diversion of
2% of the 12 1/2% royalty before the apportionment of tne 
snare of the State, tne State would in affecc be deprived 
of its 90% share of tne 2% which nab been diverted to the 
Alaska Natives. Tnis is in conflict with the Alaska State­
hood Act, and is discussed in the nex ; section of this 
opinion.
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V. THE ALASKA STATMiOOD ACT

The question which is raised by the conflict of 
the 2% royalty with the Alaska Statehood Act is the 
foilowing. May the United states unilaterally enact 
legislation in direct conflict with the Statehood Act?

The answer to this is that the United States may 
not constitutionally enact effective legislation in direct 
conflict with compact provisions of the Statehood Act unless 
there is an amendment to t' e Constitution of the State of 
Alaska because a Statehood Act constitutes a compact in the 
nature of a contract between two sovereign governments.

First, the federal government may not unilaterally 
amend the Statehood Act. Beecner v. W e tnerby (1877), 95 U.S. 
440, held that the State of Wisconsin acquired title to 
lands formerly occupied by Indians by virtue of the grant 
of these lands to the State in the Statenood Act and tnat 
this title could not subsequently be divested by the federal 
government on the basis of other legislation. The court, 
at 441, with reference to the provision of the Statehood 
Act which granted the land to the State, said; "It was, 
therefore, an unalterable condition of the admission, 
obligatory upon the United States. . . Me tlakatla
Indian Com., Annette Islana Res. v . Egan (Alaska lybl),
362 P.2d 901, reversed by 3b9 U.S. 45 on otner grounds, 
neld the Omnibus Act invalid to tne extent it amended 
the Statehood Act. The court, at 911, stated: "Appel­
lants argue that tne amendment is part of the compact 
and merely clarified the original intent of Congress. We 
cannot accept this reasoning. It is our view that the 
amendment forms no part of the compact between Alaska 
and the United States."

Second, the state government may not unilater­
ally amend the Statehood Act. State v. Commissioners of 
the Land Office, (Okl. 1956), 301 P.2d 655, held that
Oklahoma could not change by an amendment to its constitution 
and by statute a provision of the Statehood Act which pro­
vided for a trust fund of the proceeds of the sale of 
lands granted to the State for school purposes. The court, 
at 659, stated: "We hold the regulations in the Oklahoma
Enabling Act . . . may not be modified, restricted or
changed by an Act of the Oklahoma legislature or the people 
of Oklahoma in amendment of the Oklahoma Constitution."
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Merrill v. Bishop (Wyoming 1955), 287 P.2d 620, held that 
the Wyoming Statehood Act legally abridged Indian water 
rights, and, at 625, said: " . . .  the compact between the
United States and Wyoming is unalterable and oDligatory."
Also see Boeing Aircraft Co. v. Reconstruction Finance 
Corp. (Wash. 1946) 181 P.2d 838, 842 (". . . each govern­
ment was bound by the provisions of the Enabling Act."),
State v. Reynolds, (N.M. 1963)378 P.2d 622, 627. ("Section
10 of the Statehood Act became a part of our fundamental law 
to the same extent as if it had been directly incorporated 
into the Constitution when thus expressly consented to by 
the State and its people in Article XXI, Section: 9 of the 
Constitution.") Opinion of the Judges (S.D. 1966) 140
N.W.2d 34, 36 ("It cannot be revoked without the consent 
of the United States.") United States v. 111.2 Acres of 
Land in Ferry County, Wash., 253 t.Supp. 1042 (1968).
("The consent of the United States has not been manifested 
by amendment of the Enabling Act or by legislation incon­
sistent with Section 11 of that Act.")

Third, the only constitutional method by which there 
can be enacted legislation which is in direct conflict with 
the Statehood Act is the approval by the people of the 
State of Alaska of such federal legislation. The Alaska 
Statehood Act, Sec. 8(b) provided that the people of the 
State approve the Statehood Act at an election, and stated 
that an affirmative vote on the question would constitute 
an amendment to the State Constitution:

"In the event each of the foregoing 
propositions is adopted at said election 
by a majority of the legal votes cast on
said submission, the proposed Constitution
of the proposed State of Alaska, ratified 
by the people at the election held on 
April 24, 1956, shall be deemed amended 
accordingly."

The Constitution of the State of Alaska, Art. XIII, pro­
vides that amendments to the Constitution must be ratified 
by the people. State v. Paul, 337 P.2d 33 (Wash. 1959) ,
which held that the Washington Enabling Act could be amended
by the State Legislature is distinguishaole because the 
court explicitly noted that the Constitution of the State 
of Washington at the time of the Enabling Act provided for 
no initiative or referendum.
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Fourth , tne argument that Congress has the autho­
rity to enact Indian legislation in Alaska which will override 
the Statehood Act because of tne “supremacy clause" principle 
is without merit. An inrerenca of tnis argument is tnat 
the United States may oe aoouc to enter into a treaty with 
the Alaska Natives. The inference is unwarranted. "The 
use of the treaty lawmaking power to deal with Indians as 
dependent alien nationaiities, and to adjust their problems, 
as proper matters of international concern, was halted by 
Congress in 1371." Federal Indian Law, U. S. Department of 
the Interior, 195o, p. 25. Anotner inference may be tnat the 
"plenary" federal power over Indian affairs places federal 
Indian law apart from the Uniteu States Constitution. Again, 
the inference is unwarranted.

"Thus in Uni ted S t a_t e s _v . K'-'gama the Supreme 
Court found m a t  tne protection of tne Indian 
constituted a national problem ana referred 
to the practical necessity of protecting tne 
Indians ana tne witn-.iidmg of sucn a power 
from the States. This is the basis for the 
so-called "plenary" power of Congress over 
the Indians, or. more quaiifiedly, over 
"Indian trines" or "trijal Indians," so 
frequently usea in recent cases. It may seem 
captious to point out that there is autho­
rity for tne view tea'; Congress nas no con­
stitutional power over Indians except what is 
specifically conferred ay the commerce clause 
and implied in other clauses of tne 
Constitution. The most famous defender of 
Federal power over Indians, Chief Justice 
Marshall, declared:

. . .That instrument tthe ConstilutionJ
confers on congress che powers or war 
and peace; of making tr.acies, and of 
regulating c o in m c o v*» . c. i * «. jL cj •. cj n n q c x o n s f 
and among tne several states, and with 
the Indian tribes. 'i’nese powers compre­
hend all that is required for the regula­
tion of our intercourse with the Indians.
They are not limited by any restrictions 
on their free actions; the snackies imposed 
on this power, ir. tne ccnf eueration, are 
discarded (p. 559).
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Whatever view be taken of the possibility 
or danger cf federal power arising from 
"necessity,1 ic is clear that the powers 
mentioned b y  - i c i e r  Justice Marsnall proved 
to be so extensive that ir. fact the Federal 
powers exercised ever Indian affairs are as 
wide as State powers ever non-Indians, and 
therefore one is justified in characterizing 
such Federal power cc plenary." This does 
not mean, a^wever,_ ther congressional power 
over Indi ins -.a not surject to express 
cons ti tutier, a i iimi cations , sucn as the 
Sill of Rights. ' reaerai Indian Law, infra, 
p. 24. (Emphasis added.)

The "plenary" power .cctrn\e s imply r-mns that the United 
States has extensive power over American Indians in cer­
tain circumstances, and it does not mean that the United
States has an authority in I.dian affairs that is so
absolute that it may disregard tne United States Constitu­
tion. The Congress, pursuant :o the United States 
Constitution, Article TV, Sac. 3, enacted the Alaska State­
hood Act, and the State of Alaska is now on an "equal
footing" with the other states. The "plenary" Indian
power of the United States does not recognize in Congress 
the authority to abrogate the Statehood Act.

Fifth, the disclaimer clause of the Alaska State­
hood Act, Section 4, does not constitute authority in Congress 
to legislate in derogation _o £ tha Statehood A c t . That 
clause simply provides that che State disclaims all right 
and title to any lands or other property which "ma y " be 
held by Alaska Natives. Tne ieqai question which arises 
from that involves the selection by the State of lands 
claimed by Alaska Natives, and not the question of revenue 
sharing proposals which properly relate tc monetary com­
pensation alone. The legal question of the selection 
rights of the State of land claimed by Alaska Natives is 
discussed in Kake Village v. Egan, 369 U.S. 60, at 65-66 
(1962).

"Section 4 must, be construed in light of 
the circumstances of its formulation and enact­
ment. See Alaska Pacific Fisheries v. United 
States, 243 U.S. 73, 37. Congress was aware 
that few such rights existed in Alaska. Its 
concern was to preserve che status quo with
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respect to aboriginal and possessory Indian 
claims, so that statehood would neither 
extinguish them nor recognize tnem as com­
pensable. See, e.g., House Hearings, supra,
130, 384 (1955) (Delegate Bartlett); Hearings
Before Senate Committee on Interior and 
Insular Affairs on S. 5u, 83rd Cong., 2d Sess. 
227 (Senator Jackson), 260-261 (19b4). 1/

Discussion during hearings on the 1955 
House bill affords further evidence that claims 
not cased on federal law are included. Section 
205 of that bill (like sec. 6 of the bill as 
enacted) authorized Alaska to select large 
tracts of United States land for transfer to 
state ownersnip. It was unaerstooa tnat tne
disclaimer provision left the State free to
choose Indian "property11 if it uesired, but 
th a t sue h a t a k i n g would leave an i rap a i_red th_e
India ns 1 righ t to s ue tu e bni ted_ _s_ta t e s f ■ £
any compensation th a t mignt late r be es tablished 
to be due. See House Hearings, supra, 135 
(1955) (Delegate Bartlett). Feeling tnat 
experience had shown tnis procedure too slow 
to give prompt relief to tne Indians, Oklahoma’s 
Representative Edrnoncison proposed to exempt 
Indian property from the State's selection.
Id. at 381. This was rejec-.eu as virtually 
destroying Alaska's riqht to seiei lands.
For, although Representative Edmondson pointed

1/ In 1948 a statehood bill requiring disclaimer of "all 
lands . . . owned or held by any . . . natives, the right
or title to which shall have oeen acquired through or from 
the United States or any prior sovereignty," was favorably 
reported with this explanation: "As proposed to be amended
this paragraph would preserve all existing valia native 
property rights in Alaska, including those derived from use 
or occupancy, together with all existing authority of the 
Congress to provide for the determination, perfection or 
relinquishment of native property rights in nlaska. It 
would neither add to nor suotract from such rignts and 
such authority, but would simply maintain the status quo.”
H.R. Rep. No. 1731, 80th Cong., 2d Sess. 15 (1948).

To the same effect, see H.R. Rep. No. 255, 8lst Cong., 
1st Sess. 13 (1949).
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out that the disclaimer extended only to 
property owned by Indians or held in trust 
for them, four representatives clearly staled 
their belief that the disclaimer included not 
just the few Alaska reservations, but also 
the aboriginal or other unproved claims in 
dispute, which covered most if not all of 
Alaska. Id., at 383 (Representative Engle 
Dawson, Metcalf, Westland). (Empnasis added.)

There is, therefore, rio merit to the argument 
that Congress may re-write the Statenood Act because of 
the Section 4 disclaimer clause. The inclusion of that 
clause in the Statehood Act did not make that Act an open- 
ended document which may be unilaterally amended by 
Congress. A contrary assertion ignores the basic signifi­
cance of a statehood act. The precise question of the 
effect of the disclaimer clause has oeen considered by the 
U. S. Supreme Court, and that Court has said that the 
Congress only intended the disclaimer clai se to leave 
unimpaired possible future rights of the Alaskan Natives 
to compensation from the United States. The method of 
the compensation, of course, must be within the principles 
of the United States Constitution.

VI. CONCLUSION.

The State of Alaska, pursuant to the Alaska 
Statehood Act, does have rights under the United States 
Constitution. The argument tnat the supremacy clause of 
the United States Constitution places rights in Congress 
over Indians of such an extent that Congress may enact 
legislation which abrogates tne constitutional rights of 
a State or of any person is clearly erroneous. The 
ultimate criterion of legitimacy in tne American system 
is not the supremacy clause in itself, but the supremacy 
clause in the context of the United States Constitution. 
The clearest and most forceful statement of the appli­
cability of the supremacy clause in the present case is 
not that Congress may violace che Constitutional rignts 
of a State, but that it might extinguish Indian title 
without compensation.

"In 1941 a unanimous Court wrote, 
concerning Indian t i d e ,  the following:



1Extinguisnment of Inaian title based 
on aboriginal possession is of course a 
different matter. The power of Congress 
in that regard is supreme. The manner, 
method and time of such extinguisnment 
raise political, not justiciable, issues.' 
United States v. Santa Fe Pacific R. C o .,
314 U.S. 339, 347, Sb L.ed. 2bU, 270,
62 S.Ct. 243.

No case in this Court has ever held 
that taking of Indian title or use by 
Congress required compensation. The 
American people have compassion for tne 
descendants of those Indians who were 
deprived of their homes and hunting 
grounds by the drive of civilization.
They seek to have the Indians share tne 
benefits of our society as citizens of 
this Nation. Generous provision nas 
been willingly made to allow trines to 
recover for wrongs, as a matter of grace, 
not because of legal liability. b0 
Stat. 1U50." Tee-Hit-Ton Indians v.
United States, 348 U.S. 272, 281 (1955).
(Emphasis added.)

Tne real effect of the Section 4 disclaimer clause was 
to insure that Congress in no way affected wnatever 
claims Alaska Natives might have against tne United 
States for monetary compensation.

The State of Alaska supports tne principle of 
compensation to Alaskan Natives, but only to tne extent 
that there is no interference with the rights of tne 
State under the Statehood Act. The 2-i overriding gross 
royalty is in conflict with the Statehood Act and prin­
ciples of constitutional law, and Congress has no 
authority under the United States Constitution to enact 
such legislation.

G K E :j t

G. Kent Edwards 
Attorney General



APPENDIX A

1. The grant to the State of 9U% of all money 
received by the United States pursuant to the mineral 
leasing laws in Alaska. The Alaska Statehood Act. 72 
Stat. 339 , Sec. 28 (b) .

"(b) Section 35 of the Act entitled 
'An Act to promote the mining of coal, 
phosphate, oil, oil shale, gas, and 
sodium on the public domain', approved 
February 25, 1920, as amended (41 Stat.
450), is hereoy amended by inserting 
immediately before the colon preceding 
the first proviso thereof the following:
", and of those from Alaska 52 1/2 per 
centum thereof shall be paid to the State 
of Alaska for disposition by the legisla­
ture thereof". 72 Stat. 339, Sec. 28(b).

2. The federal legislation which was confirmed 
and amended by the Statehood Act, Sec. 28(b). It provides 
that the State receives 90% of all money received by the 
United States pursuant to the mineral leasing laws in 
Alaska, 37 1/2% thereof for the construction of public 
roads or schools and 52 1/2% for the disposition of the 
State Legislature. 30 U.S.C. 191.

"All money received from sales, bonuses, 
royalties, and rentals of public lands 
under the provisions of sections 181-184,
18 5-18.>, 189-19 2, 19 3, 19 4, 201, 202-209, 
211-214, 223, 224-226, 226-2, 227-229a,
241, 251, and 261-263 of this title shall be 
paid into the Treasury of the United States;
37 1/2 per centum thereof shall be paid by 
the Secretary of the Treasury as soon as 
practicable after December 31 and June 30 
of each year to the State or the Territory 
of Alaska within the boundaries of which the 
leased lands or deposits are or were located; 
said moneys to be used by such State, Territory, 
or subdivision thereof for the construction 
and maintenance of public roads or for the 
support of public schools or other public 
educational institutions, as the legislature 
of the State or Territory may direct; and, 
excepting those from Alaska, 52 1/2 per 
centum thereof snail be paid into, reserved 
and appropriated, as a part of the reclama­
tion fund created by section:. 372 , 373 , 381,
383, 391, 392, 411, 416, 419, 421, 431, 432,
434, 439, 461, 491, and 498 of Title 43, and 
of those from Alaska 52 1/2 per centum thereof

>rj



shall be paid to the State of Alas_ka for 
disposition by the legislature tnereof:
Provided, That all moneys wnich may accrue 
to the United States under the provisions of 
sections 181-184. 185-188, 189-192, 193, 194,
201 , 202-209 , 211-21 1 , 223 , 224-22o, 226-2, 
227-229a, 241, 251, and 261-263 of this title 
not otherwise disposed of by tnis section 
shall be credited to miscellaneous receipts.
As amended May 27, 1947, c. 83, 61 Stat. 119;
Aug. 3, 1950, c. 527, 64 Stat. 4u2; July 10,
1957, Pub.L. 85-508, Secs. 6(k),
28(b), 72 Stat. 343, 351." 30 U.S.C. 191.
(Emphasis added.)

3. The federal legislation applicable to oil and 
gas leases of the United States provides for a minimum 
12 1/2% royalty. 30 U.S.C. 226.

"(a) All lands subject to disposition under 
sections 181-184, 185-188, 189-192, 193, 194,
201, 202-209, 211-214, 223, 224-226, 22b-2, 
227-229a, 241, 251, 261-263 of this title which 
are known or believed to contain oil or gas 
deposits may be leased by tne Secretary.

Lands within known geologic structure 
of a producing oil or gas field; com­
petitive bidding

(b) If the lands to be leased are within 
any known geological structure of a producing 
oil or gas field, they shall be leased to
the highest responsible qualified bidder by 
competitive bidding under general regulations 
in units of not more than six hundred and 
forty acres, which shall be as nearly compact 
in form as possible, upon the payment by the 
lessee of such bonus as may be accepted by 
the Secretary and of such royalty as may be 
fixed in the lease, which shall net be less 
than 12 1/2 per centum in amount or value of 
the production removed or sold from the 
lease.

Lands not within geologic structure 
of a producing oil or gas field; 
first qualified applicant

(c) If the lands to be leased are not 
within any known geological structure of a
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producing oil or gas field, the 
making application for the leas 
qualified to hold a lease under 
181-184, 185-183, 189-192, 193, 
202-209, 211-214, 223, 22^-226, 
227-229a, 241, 251, 261-263 of 
shall be entitled to a lease of 
without competitive bidding. S 
shall be conditioned upon the p 
lessee of a royalty of 12 1/2 p

person first 
e who is 
se ctions 
194, 201, 
226-2, 

this title 
such lands 

uch leases 
ayment by the 
er centum in

amount or value of the producti 
sold from the lease." 30 U.S.C 
(Emphasis added.)

on removed or 
. 226.

4. The state legislation applicable to oil and 
gas leases of the State of Alaska provides for a basic 
minimum 12 1/2% royalty, although, in the case of first 
discovery, there is a royalty of 5%. AS 38.05.180.

"AS 38.05.180. OIL AND GAS. (a) All tide 
and submerged lands, mental health lands, 
school lands, and university lands shall be 
leased by competitive bidding, and whenever 
oil or gas is discovered in commercial 
quantities, the commissioner shall determine 
the extent of the area of lands in addition 
to tide, submerged, mental health lands, 
school, or university lands in the same 
general area of the discovery well which, by 
reason of the discovery, the commissioner 
reasonably believes to be capable of produc­
ing oil or gas and the additional lands shall 
be leased to the highest responsible quali­
fied bidder by competitive bidding under 
general regulations in units of not exceeding 
2,560 acres (except that tide and suDmerged 
lands shall be leased in units of not exceed­
ing 5,760 acres), which shall be as nearly 
compact in form as possible, upon the payment 
by the lessee of such bonus as may be accepted 
by the commissioner and of such royalty as 
may be fixed in the lease which shall not be 
less than 12 1/2 per cent in amount or value 
of the production removed or sold from the 
lease. However, the holder of a lease who 
drills and makes the first discovery of oil 
or gas in commercial, quantities in a geologic 
structure shall pay a ro/alty on all produc­
tion under the lease of five per cent for 
10 years following the date of discovery and 
thereafter the royalty rate shall be not less



'

than 12 1/2 per cent unless the commissioner 
specifically provides that such royalty shall 
be less at the time such lands are offereu 
for lease and in no event shall such royalty 
be less than five per cent. All lands other 
than those above provided to be leased by 
competitive bidding may be leased competitively 
or noncompetitively as determined by the 
commissioner to be in the best interests of 
the state. Noncompetitive leases shall be 
issued in units of not exceeding 2,560 acres 
in any one lease. Noncompetitive leases shall 
be conditioned upon the payment by the lessee 
of a royalty of 12 1/2 per cent in amount or 
value of the production removed or sold from 
the lease. However, the holder of a lease 
who drills and makes the first discovery of
oil or gas in commercial quantities in a
geologic structure shall pay a royalty on
all production under the lease of five per cent
for 10 years following the date of d covery 
and thereafter the royalty rate is !L x/2 

Competitive leases issuedper cent. Competitive leases issued nder 
this subsection shall be for a prima.y term of 
five years and shall continue so long there­
after as oil or gas is produced in paying 
quantities. If drilling has commenced on the 
expiration date of the primary term of the 
lease and is continued with reasonable dili­
gence, such operations to include redrilling, 
sidetracking or other means necessary to reach 
the originally proposed bottom hole location, 
the lease shall continue in effect until 90 
days after drilling has ceased and for so long 
thereafter as oil or gas is produced in pay­
ing quantities. If all or part of the lands 
covered by the lease are lands that have been 
selected by the state under laws of the 
United States granting lands to the state and 
a conditional lease was issued thereon, the 
term of the lease shall be extended for a 
period equal to the period during which the 
lease was conditional."

A c t ,
5. The disclaimer clause of the Alaska Statehood 

72 Stat. 339, Sec. 4.

"Sec. 4. As a compact with the United 
States said State and its people do agree 
and declare that they forever disclaim all 
right and title to any lands or other prop­
erty not granted or confirmed to the State

- 4 -
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or its political subdivisions by or under the 
authority of this Act, the right or title 
to which is held by the United States or is 
subject to disposition by tne United States, 
and to any lands or other property (including 
fishinq rights), the right or title to which 
may be held by eny Indians, Eskimos, or 
Aleuts (hereinafter called natives) or is 
held by the United States in trust for said 
natives; that all such lands or other jroperty 
belonging to the United States or which may 
belong to said natives, shall be and remain 
under the absolute jurisdiction and control 
of the United States until disposed of under 
its authority, except to sucn extent as the 
Congress has prescribed or may hereafter 
prescribe, and except wnen held by individual 
natives in fee without restrictions on 
alienation: Provided, That nothing contained
in this Act shall recognize, deny, enlarge, 
impair, or otherwise affect any claim against 
the United States, and any sucn claim snail 
be governed by the laws of tne United States 
applicable thereto; and notning in tnis Act 
is intended or shall be construed as a finding, 
interpretation, or construction by the Congress 
that any law, applicable thereto authorizes, 
establishes, recognizes, or confirms the 
validity or invalidity of any such claim, and 
the determination of the applicability or 
effect of any law to any such claim snail 
be unaffected by anything in this Act: And
provided further, That no taxes snail be 
imposed by said State upon any lands or other 
property now owned or hereafter acquireu by 
the United States or which, as hereinabove 
set forth, may belong to saia natives, 
except to such extent as the Congress has 
prescribed or may hereafter prescribe, and 
except when held by individual natives in fee 
without restrictions on alienation." Alaska 
Statehood Act, 72 Stat. 339, Sec. 4.
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ANWR. issues -- fed­
eral 90 percent 
revenue sharing

As part of an overall analysis of potential oil and gas 
leasing in the Arctic National Wildlife Refuge ("ANWR"), you 
asked this department to prepare a preliminary analysis of two 
specific issues: (1) the effect of a possible land trade on the 
state's 90 percent royalty share of oil and gas production from 
federal lands in wildlife refuges; and (2) legal arguments which 
might be raised with respect to possible congressional consider­
ation of a reduction in the state's current 90 percent royalty 
share.

In brief, we believe (1) a land trade would eliminate 
the state's 90 percent royalty share of production from the lands 
traded by the United States to third parties and probably would 
result in the state receiving no royalty from oil and gas pro­
duced on the exchange lands received by the federal government, 
and (2) there are both legal and policy arguments the state can 
make against a congressional reduction of the state's royalty 
share, but we cannot be certain that they would prevail.

I. Background

When the United States issues oil and gas leases for 
lands within wildlife refuges, distribution of the revenues re­
ceived by the United States from that leasing depends on whether 
the refuge lands from which the revenues are derived are acquired 
lands or reserved public domain lands. "[A]cquired lands are 
those granted or sold to the United States by a State or citizen 
and public domain lands were usually never in state or private 
ownership." Wallis v. Pan American Petroleum Corp., 384 U.S. 63, 
65 n.2 (1966) .

** Oil and gas leasing on acquired lands is governed by 
the Mineral Leasing Act for Acquired Lands, 30 U.S.C. §§ 351 et 
seq. Under that Act, revenues from oil and gas leases on ac­
quired lands are to be "distributed in the same manner as pre­
scribed for other receipts from the lands affected by the lease." 
30 U.S.C. § 355. As applied to wildlife refuges created from 
acquired lands, this provision requires that oil and gas revenues 
be distributed according to the formula contained in the Wildlife
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Refuge Revenue Sharing Act, 16 U.S.C. § 715s, which provides that 
75 percent of the revenues go to the federal government and 
25 percent of the revenues go to the county in which the wildlife 
refuge is located.

Oil and gas leasing on public domain lands reserved for 
wildlife refuge purposes, on the other hand, is governed by the 
Mineral Leasing Act of 1920, 30 U.S.C. §§ 191 et seq. Under that 
Act, the state is entitled to 90 percent of the revenues from 
such lands in refuges in Alaska and 10 percent is paid into the 
United States Treasury. */ See generally Matt v. Alaska, 451 
U.S. 259 (1981).

Congress extended the Mineral Leasing Act distribution 
formula for revenues from public domain lands, including reserved 
public domain lands in wildlife refuges, to Alaska in sec­
tion 28(b) of the Alaska Statehood Act. Congress considered this 
one of the "major provisions" of the Act. H.R. Rep. Mo. 624, 
85th Cong., 1st Sess. 3 (June 25, 1957) ("House Report"). Con­
gress did so, in large part, because so much of Alaska was "tied 
up in the status of Federal reservations and withdrawals for var­
ious purposes," stating that this "practice has been carried to 
extreme lengths in Alaska." House Report at 7. One result o:': 
that "unhealthy situation," id. at 8, is that substantial mineral 
leasing revenues in Alaska are derived from public lands in 
federal withdrawals and reservations, including wildlife refuges, 
a situation unique to Alaska. See Watt, 451 U.S. at 261, n.l.

The Mineral Leasing Act, and its reve '" 'i distribution 
formula under which 90 percent of the revenues are dedicated to 
the state, represented a historic tradeoff in the history of pub­
lic land law. In enacting it, Congress terminated its historic 
policy of disposing of the public lands. Instead, it determined

*/ States other than Alaska receive only 50 percent of public 
cloinain land mineral revenues. However, an additional 40 percent 
of those revenues are paid into the Reclamation Fund established 
under the Reclamation Act of 1902. Those funds, in turn, are 
used ter,fund reclamation projects in those states. Alaska is not 
covered by the Reclamation Act and receives no benefits under it. 
Congress considered it only fair that the additional 40 percent 
share of public domain land revenues be paid to Alaska "in return 
for Alaska not being covered by the Reclamation Act of 1902." 
Sea H.R. Rep. No. 624 (to accompany H.R. 7999), 85th Cong., 1st 
Sess. 23 (June 25, 1957).
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that the federal government should retain those public lands re­
maining in the states, but should use. most of the mineral reve­
nues from those lands for the states' benefit. The 90-10 revenue 
distribution formula in the Mineral Leasing Act "was to _ompen- 
sate for the states' inability to tax the lands to .̂ay for
governmental services." Fairfax and Yale, The Financial Irterest 
of Western States in Non-tax Revenues from the FederaJ Public 
Lands l9~, published by the Western Legislative. Conference, Coun- 
cil of State Governments, and the Lincoln Institute of Land
Policy (1985).

In contrast, the Wildlife P.efuge Revenue Sharing Act, 
under which 25 percent of certain wildlife refuge revenues are 
shared with the counties in which the refuges lie, was intended 
to reduce local opposition to federal acquisition of land for 
refuge purposes. The revenue sharing formula was intended to 
compensate localities for the loss of property tax revenue when 
the federal government acquired the land and, as a result, it was 
removed from the local tax roles. As a general proposition, this 
rationale would not fit federal acquisition of large tracts of 
either state land or undeveloped Native corporation land, neither 
of which currently are subject to local property taxes. See 
Alaska Const, art. IX, § 4; 43 U.S.C. § 1620(d).

Nonetheless, the distinction between acquired land in 
wildlife refuges and public domain land reserved for refuge pur­
poses is central to resolution of the first question you asked us 
to discuss. The fact that Congress extended the Mineral Leasing 
Act to Alaska in the Statehood Act bears directly on your second 
question.

II. The Effect of a Land Trade on the
State's 90 Percent Royalty Share

We understand that the Department of the Interior is 
contemplating certain land trades under which federal lands in 
ANWR would be ex< hanged for privately-owned Native corporation 
lands constituting inholdings in other federal conservation sys­
tem units in Alaska. If such exchanges take place, and the 
exchanged ANWR .lands are offered for oil and gas leasing, the 
Native corporations would be the lessors entitled to receive the 
revenues. The revenues would not be received by the federal 
government as result of leasing under the Mineral Leasing Act, 
and those revenues would not be subject to the Mineral Leasing 
Act's 90-10 distribution formula. Accordingly, there would be no 
basis for the state to claim any portion of the revenues derived. 
In other words, land trades would totally eliminate the state's 
0 percent royalty share from such ANWR lands.
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In addition, it should be noted that the state would 
have no right to any federal oil and gas revenues derived from 
the lands obtained by the United Sdates from the Native corpora­
tions. Those lands would be acquired lands, not reserved public 
domain lands, and the revenue distribution from federal oil and 
gas leases on those lands would be governed by the Mineral Leas­
ing Act for Acquired Lands. As noted earlier, revenues from oil 
and gas leasing of acquired lands in wildlife refuges are gov­
erned by Wildlife Refuge Revenue Sharing Act, which provides that 
25 percent of any such revenues are to go to the county in which 
the refuge is located and 75 percent to the federal government. 
None of the revenues go to the state.

The state could argue that this should not be the re­
sult. The rationale for the Wildlife Refuge Revenue Sharing Act 
distribution scheme -- i.e., compensating municipalities for lost 
property tax receipts -- does not apply to undeveloped Native 
corporation lands, which are not subject to local property taxes 
under the Alaska Native Claims Settlement Act (at least until 
1991). See 43 U.S.C. § 1620(d). Moreover, the state can argue 
that the United States cannot eliminate its 90 percent share of 
revenues from reserved public domain lands by trading them on the 
ground that doing so would violate the solemn compact memorial­
ized in the Alaska Statehood Act.

However, we believe both arguments probably would be 
unavailing in court. The first argument appears to be more of a 
policy argument than a legal argument, more appropriately direct­
ed to Congress and not the courts. The second argument would 
require the court to find that the extension of the Mineral Leas­
ing Act to Alaska also constituted an implied promise not to 
convey federal lands to third parties, which simply is not sup­
ported by the legislative history of section 28(b) of the State­
hood Act.

III. Congressional Reduction of the
State's 90 Percent Royalty Share

As noted in section I above, Congress extended the Min­
eral Leasing Act distribution formula for revenues irom public 
domain 'lands, including reserved public domain lands in wildlife 
refuges, to Alaska in section 28(b) of the Alaska Statehood Act. 
Alaska accepted the provisions of the Statehood Act in article 
XII, section 13, of the Alaska Constitution. Provisions of a 
Statehood Act become obligatory on the United States upon accep­
tance of those provisions by the new state. See, e.g., Cooper v. 
Roberts, 59 U.S. (18 How.) 173 (1856); see generally 1981 Op! 
Att'y Gen. No. 3, at 3-5 (April 2). Particularly in light of
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Congress' characterisation of the extension of the Mineral Leas­
ing Act to Alaska as one of the "major provisions" of the Alaska 
Statehood Act, the state has a very strong argument that con­
tinued application of the Mineral Leasing Act's distribution 
formula to oil and gas leasing revenues from reserved federal 
public domain lands in ANWR is required as part of Alaska's 
statehood compact (at least as long as those lands remain 
federally-owned).

At the same time, we must point out that the United 
States might successfully argue that Congress has the plenary 
authority to modify the distribution formula for oil and gas rev­
enues from ANWR. In Watt v. Alaska, Justice Stevens (concurring 
in the Court's decision that the Mineral Leasing Act's 90-10 dis­
tribution formula applied to oil and gas revenues from the Kenai 
National Moose Range) stated:

The question of how to divide the revenues 
from oil and gas leases on public lands in the 
Kenai Peninsula is clearly a matter for Congress 
to decide. If Congress is displeased with the 
decisions of this Court and the Court of Appeals 
[i.e., the decisions that Alaska is entitled to 
90 percent of the revenues], it may promptly re­
verse them by revising the relevant statutes.

451 U.S. at 274. We did not make a statehood compact argument in 
that case and it was not before the Court. Nonetheless, Justice 
Stevens' comment undoubtedly will be cited by the United States 
in the event Congress changes the current 90-10 distribution for­
mula in the Mineral Leasing Act or establishes a different dis­
tribution formula specifically for revenues from ANWR.

We hope this responds to your request. If we can pro­
vide additional information, please contact us at your conven­
ience.

GTK:dim
cc: John Katz

Office of the Governor 
Washington, D .C.

$
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MEMORANDUM

To: Tom Koester, AGO

From: Rep. Sam Cotten, Co-Chair kP y  
House Resources Committee

Subject: ANWR revenue entitlements

Date: February 26, 1987

There are several questions the Resources Committee may need 
addressed before it takes a position on the issue of 
federal-state revenue sharing of oil and gas revenues derived 
from prospective oil and gas production on public lands within 
the Arctic National Wildlife Refuge.

1) If the Congress were to repeal the provision of ANILCA 
closing the ANWR coastal plain to oil and gas exploration and 
drilling, without amending the Mineral Leasing Act of 1920 or 
the Statehood Act, would the State be entitled to 90% of the 
federal oil and gas revenues derived from Refuge lands? Are 
there foreseeable circumstances under which federal lands in 
the coastal plain could be considered other than "public land" 
subject to the Mineral Leasing Act and the 90/10 federal-state 
revenue sharing arrangement?

2) Was Pet 4 (the former Naval Petroleum Reserve) "public 
land" subject to the same 90/10 revenue sharing arrangement as 
other public land in Alaska? When the NPRA Act passed in 
1976, did it reduce or expand the state's revenue entitlement 
from the affected acreage?

If you have questions please contact my staff. We are having 
a hearing in House Resources on the issue of ANWR revenue 
entitlements on Tuesday March 2 and would like to have any 
comments back from you by Friday or Monday. Many thanks.
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The Honorable Sam Gotten 
Co-Chairman 
Resources Committee 
P,0. Box V 
Juneau, AK 99311

Re: 90-10 Revenue distribution
for federal lands

Dear Representative Cotten:

In a February 26, 1987 memorandum, you asked a
number of questions regarding federal-state sharing of oil 
and gas revenues in the event of oil and gas leasing in the 
Arctic National Wildlife Refuge ("ANWR"). You asked:

1) If the Congress were to repeal the 
provisions of ANILCA closing the ANWR coastal 
plain to oil and gas exploration and drill­
ing, without amending the Mineral Leasing Act 
of 1920 or the Statehood Act, would the State 
be entitled to 90 percent of the federal oil 
and gas revenues derived from Refuge lands?
Are there foreseeable circumstances under 
which federal lands in the coastal plain 
could be considered other than "public land" 
subject to the Mineral Leasing Act and the 
90-10 federal-state revenue shar.'ng arrange­
ment?

2) Was PET 4 (the former Naval Petro­
leum Reserve) "public land" subject to the 
same 90-10 revenue sharing arrangement as 
other public land in Alaska? When the NPRA 
Act passed in 1976, did it reduce or expand 
the state's revenue entitlement from the af­
fected acreage?
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Before answering your specific questions, it may 
be helpful briefly to review the background of the 90-10 
revenue sharing arrangement which currently exists. The 
distribution of oil and gas revenues from federal lands de­
pends on whether they are "acquired lands" or "public domain 
lands." In general, "acquired lands are those granted or 
sold to the United States by a State or citizen and public 
domain lands were usually never in state or private owner­
ship." Wallis v. Pan American Pet. Corp. , 38'f U.S. 63, 65 
n.2 (196ST.

Oil and gas leasing on acquired lands is governed
by the Mineral Leasing Act for acquired lands, 30 U.S.C.
§§ 351 et seq. Under that Act, revenues from oil and gas
leases on acquired lands are to be "distributed in the same
manner as prescribed for other receipts from the lands af­
fected by the lease." 30 U.S.C. § 355. As applied to wild­
life refuges created from acquired lands, this provision 
requires that oil and gas revenues be distributed according 
to the formula contained in the Wildlife Refuge Revenue 
Sharing Act, 16 U.S.C. § 715s, which provides that 75 per­
cent of the revenues go to the federal government and 25 
percent of the revenues go to the county in which the wild­
life refuge is located. The rationale for this distribution 
formula is that the lands were on local tax roles while in 
private ownership, and giving some of the receipts from the 
lands to the local county compensates the county for the 
loss of those property tax revenues.

Oil and gas leasing on public domain lands is gov­
erned by the Mineral Leasing Act of 1920, 30 U.S.C. §§ 181 
et seq. Under that Act, 90 percent of the revenues are ded­
icated! to the benefit of the states */ and 10 percent are 
paid into the United States Treasury.

This 90-10 revenue distribution formula applies to 
both vacant, unappropriated and unreserved public domain

*/ For lower 48 states, 50 percent of federal oil and gas 
revenues from public domain lands are paid directly to the 
states and 40 percent is deposited into the Reclamation Fund 
created by the Reclamation Act of 1902. Because Alaska is 
not covered by the Reclamation Act and receive no benefits 
from the Reclamation Fund, we receive the full 90 percent of 
such revenues from federal public domain lands in Alaska.



lands and (with limited exceptions not applicable here) pub­
lic domain lands withdrawn and reserved for specific pur­
poses, including withdrawals and reservations for wildlife 
refuges. I represented Alaska in Watt v. Alaska, 451 U.S. 
259 (1981), in the United States Supreme Court. The precise 
issue in that case was whether the 90-10 revenue distribu­
tion formula applied to the withdrawn and reserved lands of 
the Kenai National Moose Range. The Supreme Court, over the 
United States' objection, held that it did.

Like the lands in the Moose Range, the lands in 
ANWR were withdrawn and reserved from the public domain for 
refuge purposes; they are not acquired lands. There is no 
substantive distinction between the Moose Range lands and 
the lands in ANWR, and there is no substantive legal basis 
for concluding that federal oil and gas leasing revenues 
from ANWR would be distributed differently than those from 
the Moose Range under existing law.

The revenue distribution formula in the Mineral 
Leasing Act represented an historic trade-off in the history 
of public land law. In enacting it, Congress terminated its 
historic policy of disposing of the public lands. Instead, 
it determined that the federal government should retain 
those public lands remaining in the states, but should use 
most of the mineral revenues from those lands for the 
state's benefit. See generally, Fairfax and Yale, The 
Financial Interest of Western States in Non-Tax Revenues 
From the Federal Public Lands (manuscript copy published by 
the Western Legislative Conference, Council of State Govern­
ments, and the Lincoln Institute of Land Policy in 1985). 
This historic compromise has governed distribution of miner­
al revenues from federal lands, particularly in the western 
states, since 1920, and we can see no foreseeable circum­
stances under which that fundamental compromise would be 
changed at this time.

Accordingly, the answers to your first set of 
questions are: (1) The state would be entitled to 90 per­
cent of the federal oil and gas revenues derived from ANWR 
lands if Congress repealed the closure of the ANWR coastal 
plain in ANILCA without amending the Mineral Leasing Act of 
1920 or the Statehood Act; and (2) we see no foreseeable 
circumstances under which the ANW^ coastal plain would not 
be subject to the Mineral Leasing Act.

As noted briefly above, there are a few limited 
exceptions in the Mineral Leasing Act. One of these is for

Sam Cotten 
, Resources Committee

March 2, 1987 
Page 3
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lands and (with limited exceptions not applicable here) pub­
lic domain lands withdrawn and reserved for specific pur­
poses, including withdrawals and reservations for wildlife 
refuges. I represented Alaska in Watt v. Alaska, 451 U.S. 
259 (1981), in the United States Supreme Court. The precise 
issue in that case was whether the 90-10 revenue distribu­
tion formula applied to the withdrawn and reserved lands of 
the Kenai National Moose Range. The Supreme Court, over the 
United States' objection, held that it did.

Like the lands i.i the Moose Range, the lands in 
ANWR were withdrawn and reserved from the public domain for 
refuge purposes; they are not acquired lands. There is no 
substantive distinction between the Moose Range lands and 
the lands in ANWR, and there is no substantive legal basis 
for concluding that federal oil and gas leasing revenues 
from ANWR would be distributed differently than those from 
the Moose Range under existing law.

The revenue distribution formula in the Mineral 
Leasing Act represented an historic trade-off in the history 
of public land law. In enacting it, Congress terminated its 
historic policy of disposing of the public lands. Instead, 
it determined that the federal government should retain 
those public lands remaining in the states, but should use 
most of the mineral revenues from those lands for the 
state's benefit. See generally, Fairfax and Yale, The 
Financial Interest of Western States in Non-Tax Revenues 
From the Federal Public Lands (manuscript copy published by 
the Western Legislative Conference, Council of State Govern­
ments, and the Lincoln Institute of Land Policy in 1985). 
This historic compromise has governed distribution of miner­
al revenues from federal lands, particularly in the western 
states, since 1920, and we can see no foreseeable circum­
stances under which that fundamental compromise would be 
clanged at this time.

Accordingly, the answers to your first se ; of 
questions are: (1) The state would be entitled to 90 per­
cent of the federal oil and gas revenues derived fron ANWR 
lands if Congress repealed the closure of the ANWR coastal 
plain in ANILCA without amending the Mineral Leasing Act of 
1920 or the Statehood Act; and (2) we see no foreseeable 
circumstances under which the ANWR coastal plain would not 
be subject to the Mineral Leasing Act.

As noted briefly above, there are a few limited 
exceptions in the Mineral Leasing Act. One of these is for
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"lands within the naval petroleum and oil-shale reserves." 
30 U.S.C. § 181. The revenue distribution provisions of the 
Mineral Leasing Act provide that all monies which may accrue 
to the United States "from lands within the naval petroleum 
reserves shall be deposited in the Treasury as 'miscellan­
eous receipts' ..." 33 U.S.C. § 191.

In other words, at the time of the historic com­
promise when the United States decided to retain large 
tracts of lands and share the benefits of mineral develop­
ment with the states in which those lands were located, it 
expressly exempted from that sharing any benefits deriving 
from the naval petroleum and oil-shale reserves. Former 
Naval Petroleum Reserve No. 4 ("PET 4"), now known as the 
National Petroleum Reserve in Alaska ("NPRA"), accordingly 
has never been subject to the Mineral Leasing Act of 1920 
and the 90-10 revenue distribution formula had no applica­
tion to any revenues from NPRA. In section 11 of the Alaska 
Statehood Act, Congress retained the exclusive legislative 
authority over PET 4 as long as it remained a naval reserve, 
so its status as far as federal-state relations has always 
been somewhat different than other federal lands. When 
Congress finally opened NPRA to competitive leasing in 1980, 
it did so independently of the Mineral Leasing Act. It was 
that separate congressional action in 1980 -- not the
Mineral Leasing Act -- which resulted in the state receiving 
50 percent of revenues from oil and gas leasing in NPRA. 
See 42 U.S.C. § 6508. Absent that congressional action, the 
state would have been entitled to none of the revenues from 
NPRA.

Summarizing, the answers to your second set of 
questions are: (1) PET 4 was never subject to the same
90-10 revenue sharing arrangement; instead, it was a spe­
cific (and single) exception to the 90-10 revenue sharing 
formula; and (2) when Congress authorized leasing in NPRA, 
it provided that the state was to receive 50 percent of the 
revenues instead of none of those revenues which is what the 
current law at that time would have provided in the absence 
of congressional action.
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I hope this answers your questions. If we can be 
of further assistance, please contact us at your conven­
ience.

GTK/dlm
cc: Lieutenant Governor Stephen McAlpine

Commissioner Judy Brady, DNR 
Commissioner Don itf. Collinsworth, F&G 
Commissioner Dennis Kelso, DEC 
John Katz, Office of the Governor 
Bob Grogan, Office of the Governor 
Rod Swope, Office of the Governor

Sincerely,

GRACE BERG SCHAIBLE 
ATTORNEY GENERAL

By:
G. Thomas Koester 

Assistant Attorney General
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90-10 revenue split 
on wildlife refuges

By: G. Thomas Koester
Assistant Attorney General 

hRow Department of Law

Revenues received by the United States from mineral 
leasing on public lands are distributed under Section 35 of the 
Mineral Leasing Act of 1920, 30 U.S.C. § 191. For federal lands 
in Alaska, we receive 90 percent of the revenues and 10 percent., 
are deposited in the United States Treasury. This distribution 
formula applies to both unreserved public lands and reserved 
public lands in wildlife refuges, including the Arctic National 
Wildlife Refuge.

Congress extended the Mineral Leasing Act to Alaska in 
Section 28(b) of the Alaska Statehood Act, and considered this 
one of the "major provisions" of that Act. Provisions of a 
Statehood Act are obligatory on the United States, and any 
modification of the revenue distribution formula with respect to 
public lands (including reserved public lands in wildlife 
refuges) vuuld probably violate the solemn compact between the 
United States and Alaska which formed the basis for Alaska's 
admission to the Union.

Congress incorporated this revenue distribution formula 
in the Statehood Act because so much land in Alaska was owned by 
the federal government, and almost one-fourth of it had been 
included in withdrawals and reservations prior to statehood. 
Modifying the distribution formula only for the reserved lands in 
the Arctic National Wildlife Refuge would discriminate against 
Alaska in relation to other states, in effect making Alaska the 
only state in which public land mineral revenues are not 
distributed under the Mineral Leasing Act. This would contrast 
with Congress' traditional practice of treating all states 
equally.

The Mineral Leasing Act represented a historic trade­
off in the history of public land law. In enacting it, Congress 
terminated the historic poL :y of disposing of public lands; 
instead, it determined to retain the public lands in federal 
ownership but to use the revenues from those lands for the 
benefit of the states in which the lands were located. Changing
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the revenue distribution formula would radically alter this 
historic compromise on which federal public land administration 
has been based for decades.

GTK:dim 
Attachment
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Revenues received by the United States from mineral 
leasing activity on public lands are distributed under Section 35 
of the Mineral Leasing Act of 1920, 30 U.S.C. 5 191. This in­
cludes revenues froa boc'ii unreserved public lands and iron re­
served public lands in wildlife refuges. See \7att v. Alaska, 
451 U.S. 259 (1981).

Alaska opposes legislation seeking to change that dis­
tribution for revenues froa reserved public lands in, wildlife 
refuges for three reasons. First, that distribution formula for 
revenues from public lands in Alaska, including reserved public 
lauds in wildlife refuges, is required by the Alaska Statehood 
Act, and any modification of that formula would impermissibly 
violate the Statehood Compact between Alaska and the United 
States. Second, such a change would discriminate against Alaska 
because only in Alaska does a major share of such revenues come 
from reserved public lands in wildlife refuges. Finally, the 
policies underlying both the Mineral Leasing Act and the Hildlife 
Refuge Revenue Sharing Act, 16 U.S.C. 5 715s, under which
counties share revenues from v/ildlife refuges within their bor­
ders, require that mineral leasing revenues from public lands in 
wildlife refuges continue to be distributed under the Mineral 
Leasing Act formula.

I . The Statehood Compact.

Congress extended the Mineral Leasing Act distribution 
formula for revenues from public lands, including public lands in 
wildlife refuges, to Alaska in Section 28(b) of the Alaska
Statehood Act. Congress considered this one of the "major pro­
visions" of the Act. See H.R. Rep. No. 624 (to accompany
H.R. 7999), 85th Cong. 1st Sess. (June 25, 1957) ("House Report") 
p. 3. Alaska accepted the provisions of the Statehood Act in 
Article XII, Section 13 of the Alaska Constitution.

Provisions of a Statehood Act become obligatory on the 
United States upon acceptance of those provisions by the new 
State. See e.g. Cooper v. Roberts, 59 U.S. (13 How.) 173 (1856). 
Accordingly, any modification of the Mineral Leasing Act formula 
with respect to public lands, including reserved public lands in 
wildlife refuges, would impermissibly violate the solemn compact 
between the United States and Alaska which formed the basis for 
Alaska's admission to the Union.

II; Discriminatory Effect.

MINERAL LEASE REVENUES FROM PU3LIC LAUDS IN WI LDLIFE REFUGES

Congress extended to Alaska the Mineral Leasing Act 
distribution formula for mineral leasing revenues from public 
lands, including public lands in federal reservations and
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withdrawals, la large part because so much of Alaska was "tiled up 
in the status of Federal reservations and withdrawals for various 
purposes," a "practice [which] has been carried to extreme 
lengths in Alaska." House Report, p. 7. One result of that "un­
healthy situation," id. , p. 8, is that substantial mineral leas­
ing revenues in Alaska are derived from public lands in federal 
withdrawals and reservations, including wildlife refuges, a situ­
ation unique to Alaska.

In fact, the only reserved public lands wildlife refuge 
producing oil and gas revenues is the Kenai lioose Range in 
Alaska. See Matt v. Alaska, 451 U.S. at 261 n. 1. As a result, 
modification of the Mineral Leasing Act formula with respect to 
reserved public lands in wildlife refuges would affect only 
Alaska. This would make Alaska the only State in which public 
land mineral revenues would not be distributed under the Mineral 
Leasing Act formula.

This would contrast with Congress' traditional practice 
of treating all States fairly. For example, in thi.s context, the 
Mineral Leasing Act provides that 40 percent of the mineral reve­
nues from public lands in ocher States is to be deposited into 
the reclamation fund under the Reclamation Act of 1902. Alaska 
is not covered by that Act and receives no benefits under it, and 
Congress considered it only fair that those revenues be paid to 
Alaska "in return for Alaska not being covered by the Reclamation 
Act of 1902." House Report, p. 23.

III. Policy Considerations.

Finally, the Mineral Leasing Act represented a historic 
tradeoff in the history of public land law. In enacting it, Con­
gress terminated its historic policy of disposing of the public 
lands. Instead, it determined to retain those public lands re­
maining in the States, but to use any mineral revenues from those 
lands for the States' benefit. As a result, the revenue dis­
tribution fomula in the Mineral Leasing Act was designed to en­
sure that the public land States would reap the benefits of the 
resources within their borders, even if the lands containing 
those resources remained in federal ownership. This rationale is 
just as applicable to reserved public lands in wildlife refuges 
as it is to unreserved public lands elsewhere.

In contrast, the Uildlife Refuge Revenue Sharing Act, 
under which 25 percent of certain wildlife refuge revenues are 
shared with the counties in which the refuges lie, was intended 
to reduce local opposition to federal acquisition of land for 
refuge purposes. The revenue sharing formula was intended to 
compensate localities for the loss of property tax revenue whan 
the federal government acquired the land ana, as a result, it v?as 
removed from the local ta:: rolls. This rationale is wholly inap­
plicable to public lands which have never been in private



ownership and, therefore, have never been part of the local tax 
base. Indeed, modifying the formula under which such revenues 
from reserved public lands in wildlife refuges are distributed 
under the Mineral Leasing Act would result in an unjustified 
windfall to local communities at the expense of the States in 
contradiction of the original Congressional policy underlying the 
Mineral Leasing Act.

G7K:dim
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PO. BOX'/. JUNEAU, AK 99811

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 se  of R e p r e s e n t a t iv e s

February 26, 1987

The Honorable William Horn 
Assistant Secretary for 

Fish, Wildlife and Parks 
U.S. Interior Department 
Washington, D. C. 20240

Dear Secretary Horn:

I am writing on behalf of the House Resources Committee of the 
Alaska Legislature to present a set of questions about the 
possible Arctic National Wildlife Refuge land exchanges. The 
Committee appreciated the appearance of Bob Gilmore at our 
meeting February 13th on ANWR land exchanges. However, 
several issues remained unresolved at the hearing either 
because time ran out or because Mr. Gilmore was not prepared 
to discuss them. The Committee's next meeting on this issue 
is expected to occur during the week of March 9th; it would be 
our hope to have your responses in hand before this meeting 
occurs.

Land Exchange Contracts

With regard to the exchange contracts, we understand that a 
negotiating session is occurring in Washington this week, and 
that the documents produced so far are not available for 
public distribution. We also are led to understand that the 
contracts will not be made available to the public until after 
they are completed and perhaps signed. I encourage you to 
allow the release of current draft documents related to the 
exchange proposals, as repeatedly requested by representatives 
of the State of Alaska.

From our review of the state's comments on the draft 
contracts, and from discussion at the committee meeting lasu 
week, there appear to be major unresolved issues that should 
be considered in the negotiations. These include:
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(a) Overriding revenue retention for the State of Alaska. 
According to Mr. Gilmore the negotiations would have to be 
redirected, and draft agreements and appraisals would have to 
be adjusted, to protect the State's existing entitlement to 
oil and gas revenues from public lands in Alaska. Senator 
Murkowski has supported the concept of retained revenue for 
the State. The State should not be expected to agree to land 
exchanges that could remove the best geologic structures from 
public ownership unless the State is assured of revenue 
protection. Has the Interior Department revised the 
agreements and appraisals to include this provision; if not, 
why?

(b) We understand that Interior is proceeding with the 
exchange of ANWR lands claimed by the State of Alaska on 
grounds of navigability, and that some lands claimed by the 
State may be included among trade packages offered by Refuge 
inholders. What consideration is being provided for these 
claims in the contracts?

(c) The issue of ANCSA 7(i) subsurface revenue sharing 
has been raised with regard to trade lands already acquired by 
the Arctic Slope Regional Corporation in ANWR. Will the trade 
lands within the proposed ANWR coastal plain exchanges be 
subject to 7(i)? Will any provision be made in these 
contracts for subsurface revenue sharing? If not, how will 
disputes be resolved in the future?

(d) The agreement is reported to contain a prevision 
allowing the original inholder to retain a subsistence 
easement. What are the reasons for including this provision? 
How does it affect the value of the inholdings? Does it 
protect other hunting and fishing interests?

(e) Mr. Gilmore was unable to describe a reported 
contractual provision allowing some corporations to rescind an 
exchange after exploring ANWR tracts for oil and gas. The 
inclusion of such a provision seems contradictory, if the 
purpose of the exchanges is to acquire and hold valuable 
Refuge inholdings in perpetuity. What is the reason for the 
rescission clausa? How is it structured?

(f) Mr. Gilmore stated that the contract will waive 
ANILCA Title XI standards for access across ANWR lands. Hew 
will access rights and needs be protected, particularly on 
lands that lie in important transportation corridors?

Public Process

As one legislator stated at the House Resources Committee 
meeting, there appears to be a stampede underway to accomplish
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the proposed land trades, even though basis?documentation, 
planning, and public review are incomplete or unavailable. 
Proponents of the land exchanges, including representatives of 
ANCSA corporations and Interior, have said that there are 
political advantages to moving forward with the land trades 
now so that they can be put before Congress soon after the 
1002(h) study is presented. What public process aces Interior 
intend for the proposed agreements?

Appraisals

The appraisal process for affected lands is very unclear, but 
information provided to date indicates that the process allows 
for a large amount of discretion and guesswork in the 
establishment of both subsurface ANWR values and the value of 
surface acreage of other Refuge inholdings. Mr. Gilmore 
stated that the 3LM's ANWR subsurface appraisal "needs to go 
through several levels of approval (at interior) in 
Washington" before it will be available. He also said 
inholdings cannot be appraised by standard procedures alone 
because these do not allow for consideration of wildlife (i.e. 
public interest) values, and that "any value over and above 
(the standard appraised value) will be determined by 
negotiation between the Department and the Native 
corporations." Mr. Gilmore said that the Department expects 
to "know precisely" what the inholdings are worth based on 
highest and best use and future value, as opposed to present 
value for ANWR subsurface. Please describe the appraisal 
process for both surface acreage and subsurface oil and gas 
values, including the discretion that may be exercised within 
the Secretary's Office. Will the appraisal process and 
negotiations be documented? Is there a written appeal process 
for participants? What considerations and criteria will guide 
the Department in the negotiations to establish surface 
values?

Inclusion of National Park Inholdings

Mr. Gilmore stated that the exchanges have proceeded "a long 
way down the road," but that he doesn't think it is too lare 
to include National Park lands in this exchange proposal. The 
State of Alaska has been approached by the Park Service 
numerous times since the passage of ANILCA toward the purpose 
of eliminating state-owned inholdings in Alaska parks, 
including Denali and Wrangells-St. Elias. Acquisition of some 
of these lands by “he Interior Department would appear to be 
in the national interest. Can you explain why the 
Department's only interest at this time centers on acquisition 
of Refuge inholdings? Has the Department established a 
priority list for Refuge and Park inholdings throughout 
Alaska, ranking them as a single group? Has rhe Deparcmenu
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reviewed all inholdings in Alaska parks and refuges to be 
certain that this apparent opportunity to acquire state or 
private inholdings is best used? Are the planned acquisitions 
consistent with applicable Refuge management plans?

Tract Selection

Even though tract selection may occur in the next four to six 
weeks, it seems that the ANWR tracts have not yet been 
identified. Mr. Gilmore stated that virtually all of the 
coastal plain would be available for exchange. In the past, 
we have heard that anywhere from 25,000 to 250,000 acres may 
be exchanged and we are informed that Senator Stevens has 
pressed for agreement that no geologic structure will be 
traded in its entirety. Obviously, the location of the trade 
tracts will be very important; 250,000 acres would more than 
encompass the Rrudhoe Bay Unit Participating Area, and spread 
across the coastal plain could segregate the most promising 
geologic structures. When will the public know which tracts 
may be traded? Why has the Department chosen to keep the 
tract identification and selection process secret? How will 
conflicts be resolved between parties which nominate and seek 
to obtain the same tract?

State of Alaska Participation

When asked whether he regarded the State of Alaska as a 
supporter or advocate of the exchanges, Mr. Gilmore stated 
that it is "my impression from the sincerity of the 
negotiations and the people involved in the 
negotiations... that the state is proceeding as an active, 
interested participant in the exchange." On the other hand, 
the State has indicated that it is not committed to the 
exchange process and does not at this time endorse the concept 
of trading ANWR subsurface to eliminate inholdings in other 
Refuges. Is Interior fully aware of the State's land trade 
statute (AS 38.50), which requires legislative approval of any 
exchange agreement before it can be finalized?

Prior Existing Rights

One committee member raised the question of the State cf 
Alaska's prior existing rights to the ANWR subsurface. As you 
know, the State regards its entitlement to 90% of oil and gas 
revenues produced in Alaska refuges as part of the solemn 
compact between Alaska and the United Stares leading to Alaska 
Statehood. This revenue entitlement is very important to the 
people of the State. Mr. Gilmore stated that he believes that 
Congress will attempt to reduce this entitlement to 50% on the 
basis of the NPRA model, and that this would serve as the 
basis for any retention mechanism preserving the State's



entitlement. Is it the Interior Department's view that this 
existing right may be traded away without the State of 
Alaska's concurrence?

Again, we appreciate the willingness of Interior Deoartment 
officials to respond to the Legislature's questions'and 
concerns. We will contact you when the Committee schedules 
its next meeting on the proposed ANWR trades.

Sincerely,

Representative Sam Cotten 
Co-Chairman, House Resources Committee

cc: Governor Steve Cowper
Senator Frank Murkowski 
Senator Ted Stevens 
Representative Don Young 
3ob Gilmore, USFWS 
Boyd Evison, USNPS

tjgjp
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16 USC 3143.

fin d in g s  a n d  o rd e r  o f  th e  S e c re ta ry  sh a ll b e  s e t  as id e  by  su c h  c o u r t  i f  
th e y  a re  n o t  found  to  b e  su p p o rte d  by s u b s ta n tia l  ev idence, a s  
p rov ided  in  section  706(2)(E) o f  t i t l e  5, U n ite d  S ta te s  Code.

(3) I f  a n y  p erso n  fa ils  to  p ay  a n  a sse ssm e n t o f  a  civil p e n a lty  a g a in s t 
h im  u n d e r  p a ra g ra p h  (1) a f te r  i t  h a s  becom e fin a l, o r  a f te r  th e  
a p p ro p r ia te  c o u r t h a s  e n te re d  f in a l ju d g m e n t in  favo r o f  th e  S ecre ­
ta ry ,  th e  S e c re ta ry  sh a ll re fe r  th e  m a t te r  to  th e  A tto rn e y  G en e ra l o f 
th e  U n ite d  S ta te s , w ho sh a ll  reco v er th e  a m o u n t assessed  in  a n y  
a p p ro p r ia te  d is t r ic t  c o u r t o f  th e  U n ite d  S ta te s . In  su c h  ac tio n , th e  
v a lid ity  a n d  a p p ro p r ia te n e s s  o f th e  f in a l o rd e r  im posing  th e  civ il 
p e n a lty  s h a ll  n o t be su b je c t to  rev iew .

(4) T h e  S e c re ta ry  m a y  com prom ise , m odify , o r  re m it, w ith  o r  
w ith o u t cond itio n s, a n y  civ il p e n a lty  w hich  is su b je c t to  im p o sitio n  o r  
w h ich  h a s  b een  im posed  u n d e r  th is  subsec tion  u n le ss  th e  m a t te r  is 
p e n d in g  in  c o u rt fo r ju d ic ia l rev iew  o r recovery  o f a sse ssm en t.

(h) R epo rt  to Con g ress .—N o t e a r l ie r  th a n  five y e a rs  a f te r  th e  
e n a c tm e n t d a te  o f  th is  A ct a n d  n o t la te r  th a n  five y e a rs  a n d  n in e  
m o n th s  a f te r  such  d a te , th e  S e c re ta ry  sh a ll  p re p a re  a n d  su b m it to  
C ongress  a  re p o r t c o n ta in in g —

(1) th e  id e n tif ica tio n  by m e a n s  o th e r  th a n  d r ill in g  o f  ex p lo ra ­
to ry  w ells  o f th o se  a r e a s  w ith in  th e  co a s ta l p la in  t h a t  h a v e  oil 
a n d  g as  p ro d u c tio n  p o te n tia l a n d  e s tim a te  o f  th e  vo lu m e o f  th e  
oil a n d  g as  concerned ;

(2) th e  d esc rip tio n  o f  th e  fish  an d  w ild life , th e i r  h a b ita ts ,  a n d  
o th e r  re so u rce s  th a t  a r e  w ith in  th e  a r e a s  id en tif ied  u n d e r  
p a ra g ra p h  (1);

(3) a n  e v a lu a tio n  o f  th e  a d v e rse  effec ts  th a t  th e  c a r ry in g  o u t o f 
f u r th e r  ex p lo ra tio n  for, a n d  th e  d ev e lo p m e n t a n d  p ro d u c tio n  of, 
oil a n d  g as  w ith in  su c h  a re a s  w ill h a v e  on  th e  reso u rce s  re fe r re d  
to  in  p a ra g ra p h  (2);

(4) a  d esc rip tio n  o f  how  su c h  oil a n d  gas, i f  p roduced  w ith in  
such  a re a , m ay  be tra n sp o r te d  to  p ro cessin g  fac ilities;

(5) a n  e v a lu a tio n  o f  how  su c h  oil a n d  gas re la te s  to  th e  n a t io n a l  
need  for a d d itio n a l dom estic  sou rces o f oil a n d  gas; a n d

(6) th e  rec o m m en d a tio n s  o f  th e  S e c re ta ry  w ith  re sp e c t to  
w h e th e r  f u r th e r  ex p lo ra tio n  for, a n d  th e  d ev e lo p m e n t a n d  p ro ­
d u c tio n  of, oil a n d  g as  w ith in  th e  co a s ta l p la in  sh o u ld  be 
p e rm itte d  an d , if  so, w h a t ad d itio n a l lega l a u th o r i ty  is n e c e s sa ry  
to  e n s u re  th a t  th e  a d v e rse  e ffec ts  o f su ch  a c tiv itie s  o n  fish  a n d  
w ild life , th e ir  h a b i ta ts ,  a n d  o th e r  re so u rce s  a re  avo ided  o r  
m in im ized .

(i) E ffect  o f  O th er  L a w s .— U n til  o th e rw ise  p rov ided  for in  law  
e n a c te d  a f te r  th e  e n a c tm e n t d a te  o f  th is  A ct, a ll pub lic  la n d s  w ith in  
th e  co asta l p la in  a r e  w ith d ra w n  from  all fo rm s o f  e n t ry  o r  a p p ro p r i­
a tio n  u n d e r  th e  m in in g  law s, a n d  from  o p e ra tio n  o f th e  m in e ra l 
le a s in g  law s, o f th e  U n ite d  S ta te s .

PROHIBITION ON DEVELOPMENT

S ec . 1003. P ro d u c tio n  o f  oil a n d  gas from  th e  A rc tic  N a tio n a l 
W ild life  R efuge is p ro h ib ite d  a n d  no leas in g  o r  o th e r  d ev e lo p m e n t 
le a d in g  to  p ro d u c tio n  o f oil a n d  g as  from  th e  ra n g e  s h a ll  be u n d e r ­
ta k e n  u n til  a u th o riz e d  by a n  A ct o f C ongress.

Report to 
President.
16 USC 3144.

WILDERNESS PORTION OF STUDY

S e c . 1004. (a) A s p a r t  o f  th e  s tu d y , th e  S e c re ta ry  sh a ll  rev iew  th e  
su ita b il i ty  o r  n o n su ita b il i ty  for p re se rv a tio n  a s  w ild e rn e ss  o f  th e



•13 USC 16 11. 12(a) o f  th e  A la s k a  N a t iv e  C la im s  S e t t l e m e n t  A c t by  t h e  a m o u n t  o f
a c re a g e  d e te rm in e d  b y  th e  S e c r e t a r y  to  b e  co nv ey ed  by  K a k to v ik  
I n u p i a t  C o rp o ra t io n  to  th e  U n i te d  S ta t e s  p u r s u a n t  to  s u b s e c t io n  (gX l) 
o f  th i s  s e c tio n .

(6) T h e  S e c r e ta r y  s h a l l  c h a r g e  a g a in s t  t h e  e n t i t l e m e n t  o f  K a k to v ik  
I n u p i a t  C o rp o ra t io n  p u r s u a n t  to  s e c t io n  12(a) o f  th e  A la s k a  N a t iv e  
C la im s  S e t t l e m e n t  A c t t h e  la n d s  c o n v ey ed  b y  th e  S e c r e ta r y  to  
K a k to v ik  I n u p i a t  C o rp o ra t io n  p u r s u a n t  to  s u b s e c t io n  (g) (2) a n d  (3) o f 
th i s  se c tio n .

(7) T h e  S e c r e ta r y  s h a l l  c h a r g e  a g a in s t  th e  e n t i t l e m e n t  o f  U k p eag - 
v ik  I n u p ia t  C o rp o ra t io n  p u r s u a n t  to  s e c tio n  12(a) o f  t h e  A la sk a  
N a t iv e  C la im s  S e t t l e m e n t  A c t t h e  la n d s  co n v ey ed  b y  th e  S e c r e ta r y  to  
U k p e a g v ik  I n u p i a t  C o rp o ra t io n  p u r s u a n t  to  s u b s e c t io n  (i) o f  th i s  
s e c tio n .

(8) In  no  e v e n t  s h a l l  t h e  c o n v e y a n c e s  is su ed  b y  th e  S e c r e ta r y  to  
A rc tic  S lo p e  R eg io n a l C o rp o ra t io n , K a k to v ik  I n u p ia t  C o rp o ra t io n , 
a n d  U k p e a g v ik  I n u p i a t  C o rp o ra t io n  p u r s u a n t  to  th e  A la s k a  N a t iv e  

•13 USC 1601 C la im s  S e t t l e m e n t  A c t a n d  th i s  s e c t io n  ex ceed  th e  to ta l  e n t i t l e m e n t s
note' o f  s u c h  C o rp o ra t io n s  u n d e r  t h e  A la s k a  N a t iv e  C la im s  S e t t l e m e n t

A c t, e x c e p t a s  e x p re s s ly  p ro v id e d  fo r  in  s u b s e c tio n  (g) o f  th i s  s e c tio n .
(n) R eserved  La n d s .—(1) C on g re s s  f in d s  t h a t  i t  is in  t h e  p u b lic  

i n t e r e s t  to  r e s e iv e  in  p u b l ic  o w n e r s h ip  th e  s u b m e rg e d  la n d s  in  th e  
b ed  o f  th e  C o lv ille  R iv e r  a d ja c e n t  to  la n d s  s e le c te d  b y  K u u p ik  
C o rp o ra t io n  a n d  in  t h e  b ed s  o f  t h e  N e c h e l ik  C h a n n e l ,  K u p ig ru a k  
C h a n n e l ,  E la k to v e a c h  C h a n n e ls , T a m a y a y a k  C h a n n e l , a n d  S ak o o n - 
a n g  C h a n n e l  f rom  th e  C o lv ille  R iv e r  to  th e  A rc t ic  O c e a n , a n d  (2) 
n o tw i th s ta n d in g  a n y  o th e r  p ro v is io n  o f  law , c o n v e y a n c e  o f  th e  
s u r f a c e  e s t a t e  o f la n d s  s e le c te d  b y  K u u k p ik  C o rp o ra t io n  p u r s u a n t  to  
s e c t io n  12 (a) a n d  (b) o f  t h e  A la s k a  N a t iv e  C la im s  S e t t l e m e n t  A c t a n d  
a s s o c ia te d  c o n v e y a n c e  o f  th e  s u b s u r f a c e  e s t a t e  to  A rc t ic  S lo p e  

43 USC 1613. R eg io n a l C o rp o ra t io n  p u r s u a n t  to  s e c t io n  14(0 o f  s u c h  A c t s h a l l  n o t
in c lu d e  c o n v e y a n c e  o f  th e  b e d s  o f  t h e  C o lv ille  R iv e r  a n d  o f  th e  
c h a n n e ls  n am e d  in  th i s  s u b s e c t io n , a n d  th e  a c re a g e  r e p r e s e n te d  by 
t h e  b ed s  o f  s u c h  r i v e r  a n d  o f  s u c h  n a m e d  c h a n n e ls  s h a l l  n o t  be 
c h a rg e d  a g a in s t  t h e  la n d  e n t i t l e m e n t  o f  K u u k p ik  C o rp o ra t io n  a n d  
A rc t ic  S lo p e  R eg io n a l C o rp o ra t io n  p u r s u a n t  to  th e  p ro v is io n s  o f th e  
A la sk a  N a t iv e  C la im s  S e t t l e m e n t  A c t,

(o) F utu re  O ptio n  T o E x c h a n g e . E t c .—(1) W henever, a t  a n y  tim e  
w ith in  fo rty  y e a rs  a l te r  th e  d a te  o f e n a c tm e n t o f th is  A ct, public 
la n d s  in  th e  N a tio n a l P e tro le u m  R eserv e—A lask a  o r in  th e  A rc tic  
N a tio n a l W ild life  R ange, w ith in  seven ty -five  m iles o f la n d s  se lec ted  
by  a  V illage  C o rp o ra tio n  p u r s u a n t  to  th e  p rov isions o f sec tio n  12(aXl) 

43 USC 1611. o f  th e  A lask a  N a tiv e  C la im s S e tt le m e n t A ct, a r e  opened  for p u rp o ses
o f com m erc ia l d ev e lo p m e n t ( r a th e r  th a n  ex p lo ra tio n ) o f oil o r  gas, 
A rc tic  S lope R eg ional CorDorn tin n  sh a ll he e n t i t led a t  i ts  op tion , 
w ith in  five y e a rs  o f th e  d a te  o f su c h  open ing , to  conso lida te  la n d s  Ely 

~exchanging th e  in -lieu  su b su rfa c e  la n d s  w hicn  i t  se lec ted  p u r s u a n t  to  
THe p rov isions ol sec tio n  l^ (aX l) ol th e  A ct lo r a n  equa l ac re a g e  oi m e  ~ 
-Slih su rfn a * esm r.e. m e n tih e d  nv a rm«-islotKi-KeawAi-l.lgrporation7 
b e n e a th  th e  la n d s  se lec ted  by th e  V illage  C o rp o ra tio n . P r io r  to th e  
exerc ise  oi su c h  op tion , A rc tic  S lope R egional C o rp o ra tio n  sh a ll 
o b ta in  th e  co n c u rre n c e  o f  th e  a ffec ted  V illage C o rp o ra tio n . T h e  
su b su rface  e s ta te  id e n tif ied  for re c e ip t by A rc tic  S lope R eg ional 
C orp o ra tio n  p u r s u a n t  to  th is  su b se c tio n  sh a ll be con tig u o u s an d  in  
rea so n ab ly  co m p ac t tr a c ts ,  ex cep t a s  s e p a ra te d  by lan d s w h ich  a re  
u n a v a ila b le  fo r se lec tio n , a n d  sh a ll  be in  w hole sections an d , w h e r­
ev e r feasib le , in  u n its  o f n o t less th a n  five th o u sa n d  seven h u n d re d  
a n d  s ix ty  acres.

94 STAT. 2542 PUBLIC L A W  96-487— DEC. 2, 1980
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m e n t A ct by th e  a m o u n t o f 
j be conveyed by  K ak to v ik  
p u rsu a n t to  su b sec tio n  (gXl)

h e  e n t i t le m e n t o f  K ak to v ik  
12(a) o f th e  A lask a  N a tiv e  
eyed by th e  S e c re ta ry  to  
o su b sec tio n  (g) (2) a n d  (3) o f

the  e n t i t le m e n t o f  U kpeag- 
jc tion  12(a) o f th e  A lask a  
onveyed by th e  S e c re ta ry  to 
i t  to  su b sec tio n  (i) o f th is

issued by th e  S e c re ta ry  to  
tov ik  In u p ia t  C o rp o ra tio n , 
u a n t  to th e  A la sk a  N a tiv e  
ceed th e  to ta l e n t it le m e n ts  
(Native C laim s S e ttle m e n t 
ibsection (g) o f th is  section , 
ds th a t  i t  is in  th e  public 
ie  su b m erg ed  la n d s  in  th e  
an d s  se lec ted  by K u u p ik  
helik  C h a n n e l, K u p ig ru a k  
y ak  C h a n n e l, a n d  Sakoon- 
th e  A rc tic  O cean , a n d  (2)
' law , conveyance o f  th e  
k C o rp o ra tio n  p u r s u a n t  to  

C laim s S e ttle m e n t A ct and  
e e s ta te  to  A rc tic  S lope 
14(0 o f such  A ct sh a ll  n o t 

C olville R iv er a n d  o f  th e  
he ac reag e  re p re se n te d  by 
:ed c h a n n e ls  sh a ll  n o t be 
K u u k p ik  C o rp o ra tio n  a n d  
n t  to th e  p rov isions o f th e

-(1) W h en ev er, a t  a n y  tim e  
:tm e n t o f th is  A ct, public 
—A lask a  o r  in  th e  A rc tic  
ive m iles o f  la n d s  se lec ted  
rovisions o f section  12(aXl) 
:t, a r e  opened  for pu rp o ses 
ex p lo ra tio n ) o f oil o r  gas, 
he e n t i t led, a t  its  op tion , 
ig. to  conso lida te  la n d s  by 
icn it  se lec ted  p u r s u a n t to~ 
o r a n  equa l ac re a g e  ol ihe~ 
:peH<ugmnai-̂ prporatlojjr 
C o rp o ra tio n . P r io r  toTHe 
g ional C o rp o ra tio n  sh a ll 
’/ i l la g e  C o rp o ra tio n . T h e  
>y A rc tic  S lope R eg ional 
ta ll be co n tig u o u s a n d  in  
ra ted  by la n d s  w h ich  a re  

| vhole sec tio n s an d , w her- 
th o u sa n d  seven  h u n d re d

13 USC 1621.

•13 USC 1601 
note,

(2) A rc tic  S lope R eg ional C o rp o ra tio n  s h a ll  n o t be e n title d  to  
ex ch an g e , p u r s u a n t to  th e  p rov isions o f  p a ra g ra p h  (1) o f  th is  subsec­
tion , a n y  in -lieu  su b su rfa c e  e s ta te  w h ich  th e  co rp o ra tio n  h a s  devel­
oped fo r p u rp o ses o f  com m erc ia l e x tra c tio n  o f  su b su rfa c e  resources; 
u n le ss  th e  S e c re ta ry  d e te rm in e s  su c h  a n  ex c h an g e  to  be in  th e  
n a tio n a l in te re s t.s ’ (3) T h e  S e c re ta ry  sh a ll  ta k e  su c h  s te p s  a s  m a y  be n ec essa ry  to  I /TTi 

. e ffe c tu a te  a n  ex ch an g e  so u g h t by  A rc tic  S lope R eg ional C o rp o ra tio n  I 
• in  acco rd an ce  w ith  th e  p rov isions o f  p a ra g ra p h  (1).
— (4) W ith  re g a rd  to  su b su rface  e s ta te s  a c q u ire d  by A rc tic  S lope 

R eg ional C orp o ra tio n  p u r s u a n t  to  th is  su b sec tio n , th e  S e c re ta ry  m ay  
p ro m u lg a te  su ch  re g u la tio n s  as  m a y  be n ec essa ry  to  p ro te c t th e  
e n v iro n m e n ta l v a lu es  o f th e  R eserve  o r R a n g e  a n d  c o n s is te n t w ith  
th e  re g u la tio n s  g o v ern in g  th e  d ev e lo p m en t o f  th o se  la n d s  w ith in  th e  
R eserve o r  R ange  w hich  h a v e  b een  opened  fo r p u rp o ses o f develop­
m en t, inc lu d in g , b u t n o t lim ite d  to, re g u la tio n s  issu ed  p u r s u a n t  to  
section  22(g) o f th e  A lask a  N a tiv e  C laim s S e tt le m e n t A ct.

(p) Co n d itio n s .—A ll la n d s  o r  in te re s ts  in  la n d s  conveyed by  th e  
S e c re ta ry  in  su b sec tio n s (d), (fXl), (g)(2), (g)(3), (h), a n d  (i) o f th is  
sec tio n  to  A rc tic  S lope R eg ional C o rp o ra tio n  o r  a  V illag e  C orpo ra­
tion , as  th e  case m ay  be, sh a ll be su b je c t to  v a lid  e x is tin g  r ig h ts , an d  
in  acco rd an ce  w ith , a n d  su b jec t to, th e  p ro v is io n s of th e  A lask a  
N a tiv e  C laim s S e ttle m e n t A ct, a s  am en d ed , a s  th o u g h  th e  la n d s  w ere 
o r ig in a lly  conveyed to  su ch  co rp o ra tio n  u n d e r  th e  p rov isions of su ch  
A ct.

COOK INLET VILLAGE SETTLEMENT

S ec . 1432. T h e  S e c re ta ry  is d irec ted  to:
(a) T e rm in a te  th e  rev iew  o f th e  e lig ib ility  o f S a la m a to f  N ativ e  

A ssociation , In co rp o ra ted  a n d  w ith d ra w  a n y  d e te rm in a tio n  th a t  sa id  
v illag e  co rp o ra tio n  is n o t elig ib le  for b en e fits  u n d e r  section  14(a) c f  
th is  A ct.

(b) Im p le m e n t th e  a g re e m e n t a m o n g  th e  S e c re ta ry , Cook In le t 
Region, In co rp o ra ted  a n d  S a la m a to f  N a tiv e  A ssociation , Incorpo­
ra te d , w h ich  a g re e m e n t d a ted  A u g u st 17, 1979, h a d  been  filed w ith  
th e  C o m m ittee  on E n erg y  a n d  N a tu r a l  R esources o f th e  S e n a te  an d  
th e  C o m m ittee  on In te r io r  a n d  In s u la r  A ffa irs  in  th e  H ouse o f 
R e p re se n ta tiv es , th e  te rm s  o f  w h ich  a r e  h e re b y  a u th o rized .

(c) R em ove from  th e  K e n a i N a tio n a l M oose R ange  th e  su rface  
e s ta te  o f a n y  land , th e re in  to  be conveyed  to  S a la m a to f  an d  th e  
su b su rface  e s ta te  o f a n y  la n d s  th e re in  conveyed  o r  to  be conveyed to  
Cook In le t  Region, In co rp o ra ted , p u r s u a n t  to  th e  a g re e m e n t a u th o r ­
ized to  be im p lem e n te d  u n d e r  s u b p a ra g ra p h  (ii) o f  th is  p a ra g ra p h .

(d) Im p le m e n t a n  a g re e m e n t am o n g  Cook In le t  R egion, Inco rpo ­
ra te d , th e  co rp o ra tio n  re p re se n tin g  th e  V illag e  o f  A le x a n d e r C reek , 
th e  co rp o ra tio n  re p re se n tin g  th e  g ro u p  o f A le x a n d e r  C reek  a n d  th e  
U n ite d  S ta te s , i f  su ch  a g re e m e n t is filed  w ith  th e  C o m m ittee  on 
E n e rg y  a n d  N a tu ra l  R esources o f th e  S e n a te  a n d  th e  C o m m ittee  on 
In te r io r  a n d  In s u la r  A ffa irs  o f th e  H ouse  o f R e p re se n ta tiv e s  p rio r  to  
D ecem ber 18, 1979, th e  te rm s  o f w h ich  a re  h e re b y  au th o rized , an d  
u p o n  p e rfo rm an ce  o f th e  con d itio n s p re c ed en t s e t fo rth  in  sa id  
a g re e m e n t, ce rtify  A le x a n d e r C reek , In co rp o ra te d , a s  a  g ro u p  corpo­
ra tio n , e lig ib le  for la n d  a n d  o th e r  b en e fits  u n d e r  th e  A lask a  N ativ e  
C laim s S e ttle m e n t A ct a n d  th is  A ct.

(e) T re a t  la n d s  conveyed to  A le x a n d e r C ree k  a s  la n d s  conveyed to  
V illage  C o rp o ra tio n s  for th e  lim ite d  p u rp o se  o f c a lc u la tin g  th e  
a c re a g e  to  be ch a rg ed  a g a in s t th e  e n t i t le m e n t o f Cook In le t  Region 
u n d e r  sec tio n  4 of P u b lic  L aw  94-456. 43 USC 1611 

noie



REPRESENTATIVE
S A M  C O T T E N

DISTRICT 15

P.O. BOX 296. EAGLE RIVER. AK 99577 
P.O. BOX V. JUNEAU. AK 99B11

A l a s k a  S t a t e  L e g i s l a t u r e
H ouse of R epresentatives

February 6, 1987

The Honorable Bill Horn 
Assistant Secretary for 

Fish, Wildlife and Parks 
U. S. Interior Department 
Washington, D. C. 20240

Dear Secretary Horn:

I am writing with regard to the draft 1002(h) study which 
presents alternatives for management of the coastal plain of 
the Arctic National Wildlife Refuge (ANWR).

The interest shared by Alaskans in the decisions about ANWR 
are fairly clear: v/e need to maintain a clean, healthy
environment and provide jobs and revenue for Alaska's people. 
These are national interests as well.

Toward achieving these goals, the U. S. Congress should 
promptly open the coastal plain of the ANWR to oil and gas 
exploration, production, and transportation under conditions 
that are in the interest of the nation and the state; 
reserving the leasing of land in the core caribou calving 
grounds until a later date. Although, at this time, there is 
some controversy about the location of the calving ground, we 
are hopeful that the research data can be put to good use in 
the near term to define it. Protection of the Porcupine herd 
is in the interest of American and Canadian citizens. Other 
environmental issues such as air and water quality, waste 
management and disposal, and development coordination also 
need attention.

The Interior Department should desist from discussing land 
trades that would eliminate the State of Alaska's revenue 
share from oil and gas activity in the Refuge and that could 
reduce the ownership influence cf the state and federal 
governments.

Unless the state concurs, the U. S. Congress should not allow 
measures or actions that reduce the state's entitlement to o*



and gas revenue from the Refuge- The Congress should require 
the protection of the environmental and subsistence resources 
of the Refuge, including habitat, air, and water, in the event 
of oil and gas development on the coastal plain of the Refuge.

In recognition of Alaska's economic situation and the need for 
long-term economic development in the state, the Congress 
should require that exploration and development activity in 
the Refuge be conducted by Alaska work forces.

The Congress also should amend the Export Administration Act 
to reduce America's trade problem and energy costs by allowing 
the export of new production from Alaska's North Slope.

Thank you for considering these concerns. I hope that the 
Interior Department will work toward accomplishing these 
objectives during the Congressional debate on ANWR.

Sincerely,

Representative Sam Cotten 
co-Chairman, House Resources Committee 
(907) 465-3711/15/99



ALASKA STATE LEGISLATURE 
HOUSE OF REPRESENTATIVES 

RESEARCH AGENCY

Y, Slate  Capilol 
Juneau , A laska 99811 

(907) 465-3991

MEMORANDUM October 1, 1980

TO: Representative Sam Cotten

FROM: Jack Kreinheder f ] ^ r /

Issues Analyst s y  ' L-"'

RE: The Transfer of State Gas Leases to the Cook
Inlet Regional Corporation 
Research Request No. 167

It appears that the State of Alaska has traded land to the Cook Inlet 
Regional Corporation which includes producing natural gas reserves.
You have asked that we determine whether the State can rescind the trade 
of these producing gas leases, and if so, what action would be necessary 
to do so. Because of delays in obtaining information from the Division 
of Minerals and Energy Management and other commitments by the Division 
of Legal Services, we have not yet been able to reach conclusive answers 
to your questions. Billy Berrier, the Director of the Legal Services 
Division and the person most familiar with the Cook Inlet lands trade, is 
now out of town for a week, so it looks as though it will be another 10 
days to two weeks before we can fully respond to your request. However, 
we have been able to gather some preliminary information which should 
be of interest to you.

The producing gas leases which were apparently traded to Cook Inlet cover 
portions of two tracts in the Kenai and Kenai Deep units. These leases 
are located on the west side of the Kenai Feninsula a few miles southwest 
of Soldotna and cover most of four sections of land (a section being 640 
acres). A map showing the location of the leases is attached. State 
legislators and officials were aware that some oil and gas leases were 
included in the lands to be traded to Cook Inlet, but my review of the 
legislative history of the tradeJLndicates that no one was aware that 
producing leases were involved. The apparent oversight was discovered 
when staff from the Division of Minerals $nd Energy Management (DMEM) 
were going through the adjudicating process to determine what annual 
rentals and minimum royalties were due to the Cook Inlet Corporation 
from the traded non-producing leases. All oil and gas leases generate
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these rentals and minimum royalties, but for non-producing leases the 
amounts involved are very small. During this process, DMEM staff determined 
that the lands traded to Cook Inlet included parts of the Kenai and 
Kenai Deep leases. Although it is not clear at this time how much gas is 
involved in the apparent oversight, Jan Williams of the Department of 
Law estimated that the traded lands produce $400,000 to $500,000 in 
annual royalties. The responsibility for the oversight is also not known, 
but we will attempt to determine just how the mistake occurred.

Although it appears fairly certain from the legislative history and the 
text of the legislation authorizing the Cook Inlet land trade that the 
legislature did not intend to trade the producing gas leases to the Cook 
Inlet Corporation, it is unclear whether the State has sufficient legal 
grounds to rescind the trade or specific aspects of the agreement. As 
you know, the Cook Inlet Corporation did receive substantial proven mineral 
values from the trade in the form of Beluga coal reserves. Section 6(i) 
of the Alaska Statehood Act prohibits the State from conveying mineral 
rights to private owners, but this provision was waived by the passage 
of HR 6644 by the 94th Congress. HR 6644 amended several provisions of the 
Alaska Natiye Claims Settlement Act, waived Section 6(i), and set forth 
the terms and conditions of the Cook Inlet trade. Even tho'-.gh the Section 
6(i) waiver was intended to facilitate the trade of the Beluga coal 
reserves, it appears that the legislation covered all types of minerals, 
including natural gas reserves. Therefore, it is unlikely that the State 
could cite the constitutional prohibition against the alienation of 
mineral rights as grounds for the return of the Kenai gas leases traded 
to the Cook Inlet Corporation. A copy of the passage waiving 6(i) is 
attached.

Alaska law also contains a prohibition against the alienation of mineral 
rights (Sec. 38.05.125). However, this statute was waived by the legis­
lature when it approved the Cook Inlet trade in March, 1976. In addition, 
the legislation (CSHB 784) stated specifically that "the conveyance shall 
pass.all the state's right, title, and interest in the land, including 
the mineral subsurface estate natwithstanding any other provisions of law" 
(emphasis added). As in the federal law, the purpose qf this language was 
to allow the transfer of tf.e Beluga coal lands to Cook Inlet, but the 
legislation would also seem to give Cook Inlet full rights to any natural 
gas reserves it received in the trade, even if they were transferred un­
intentionally. A copy of CSHB 784 is attached.
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It also appears doubtful that the legislative history or intent of the 
legislation approving the trade form a legal basis for the return of 
the lands in question. Although Mr. Berrier indicated that this issue 
would require legal research into the background of the Cook Inlet land 
trade, his initial impression was that it would be difficult for the 
State to recover the lands containing the producing gas leases on the 
basis of legislative history or intent. We plan to ask Mr. Berrier to 
pursue this question in more detail as soon as he returns to Juneau.

One important point which Jan Williams raised is that it may not be 
necessary for the State to have a strong legal case for the return of 
the lands containing the producing gas leases. The Cook Inlet Corporation 
may not be aware that the.se producing gas leases were included in the 
lands they received in the trade, and although the corporation would no 
doubt like to have the producing gas leases in its control, the corporation 
may consider simply returning or exchanging the lands in question to the 
State, rather than entering a protracted legal dispute over the ownership 
of the lands. The Cook Inlet land trade, as you know, was quite controversial 
at the time it was approved, and Cook Inlet may wish to avoid reopening 
that controversy if it can ba clearly shown that the legislature had no 
intent to transfer these leases to the Cook Inlet Corporation.

We apologize that we were not able to complete your request as soon as 
we had anticipated, but we will forward the results of the Legal Services 
Division’s research as soon as possible. We will also provide you with 
information on the amount of gas involved, projected royalties, and other 
relevant material as soon as these figures are available. Please contact 
us if you ha^e any questions in the meantime.

JK/bf

Attachment

cc: Representative Hugh Malone
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SECTION' 16

Section 1G is intended to prevent tho V illage  Corporation fo r the 
V illa g e  o f Tatitlek from losing part of its land entitlement as a result 
o f a misunderstanding. Tatitlek relied on a consultant firm ’s advice 
and the r pparent approval o f the In te rio r Department in  selecting 
two townships of its five township entitlement in an area w ithdrawn 
by the Secretary pursuant to section 17(d) (2) o f the Settlement Act. 
Subsequently, however, the Bureau of Land Management disapproved 
the selection o f the two townships. Because Tatitlek assumed that its 
selection had Departmental approval, it  d id  not over-select other lands 
to provide alternate lands for selection in  case its first selections were 
not approved. The deadline for v illage  selections has passed and the 
Department has advised Tatitlek that no adm inistrative remedy exists 
to a llow  rc-sclection o f the two townships elsewhere. Th is amendment, 
provides that Tatitlek can select the remainder o f its entitlement—
40,000 acres— from w ith in  the v illage  deficiency area o r ig in a lly  w ith ­
drawn for its selection.

SECTION’ IT

Section 17 amends subsection ( f )  o f section 22 o f the Settlement 
Act which provides certain authorities fo r land exchanges by Federal 
agencies w ith  other land owners in A laska.

I n  order to facilitate the Cook In le t Area agreement provided fo r 
in  section 12, the Department o f the In te rio r advised that add itiona l 
authorities fo r land exchanges would be needed.

The existing language of the subsection would not perm it direct 
exchanges o f land between the State and w ith  Native corporations.

Secondly, section 6 ( i)  o f the A laska Statehood Act proh ib its the 
State from transferring the m ineral interest to th ird  parties in  patents 
o f lands selected by it  under the Statehood Act.

[page 35)

F ilia lly , th e  e x is tin g  language, o f  subsec tion  ( f )  re q u ire s  ex ch an g es 
to  be on th e  bnsis o f  equal value.

The amended language w il l  perm it direct exchanges o f land between 
the State and Native corporations. I t  w i l l  perm it the State or transfer 
m ineral interests, notw ithstanding section-6 ( i)  o f the Statehood Actr 
to Federal agencies in  such exchanges. F in a lly , it  w il l perm it exchanges 
under the subsection to be on a oasis other than equal value i f  the 
parties agree to the exchange and the Secretary deems it  to be in 
the public interest.

SECTION* 18

S ec tio n  18 is m erely  a  sa v in g s  c lause w h ich  p ro v id es , th a t  ex cep t 
a s specifica lly  p ro v id ed  in  th is  leg is la tio n , the. p ro v is io n s  o f  th e  S e t t le ­
m ent A c t a re  fu lly  a p p lic a b le  to  th is  le g is la tio n  a n d  n o th in g  h e re in  
sh n ll be co n stru ed  to  a l te r  o r  am end  those p ro v is io n s.

T etocs  a n ' o  C o n d it io n s  f o u  L a n d  C o n s o l id a t io n  a n d  M a n a g e m e n t  i n  

T h e  C o o k  I n l e t  Aiika
Section 12 of H .R . GG44, as amended by the Committee, implements 

an agreement reached among the United States, the. State, o f A laska ,

AL AS KA NATIVE CLAIMS ACT
P.L. 94-204

2401
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A N  ACT

Relating to the Cook Inlet land exchange; and providing for an 
effective date.

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

* Section 1. PURPOSE1. The purpose of this Act Is to provide 
for settlement of certain claims and in so doing to consolidate 
land ownership ar.ong the United States, the Cook Inlet Region, 
Incorporated, and the Statd of Alaska In order to facilitate land 
management, to create land ownership patterns which encourage 
settlement and development In appropriate areas, to facilitate 
Implementation of the Alonka Native Claims Settlement Act by re­
solving problems created :.n context of the Act by the concentra­
tion of state patented land selected within the Cook Inlet region 
and to preclude the need for regional selections that would 
impact important state Interests. The legislature finds the Cook 
Inlet land exchange Is a matter of statewide significance, Is In 
the general public interest, will accomplish the purposes aet out 
and will both settle existing litigation and foreclose possible 
protracted and devisive litigation.

* See. 2. ATPROVAL OF TRANSFER. The governor Is authorized 
to convey to the United States for exchange with Ccok Inlet 
Region, Incorporated, that land described in Appendix C cf the 
agreement entitled "Terms and Conditions for Land Consolidation 
and Management In the Cook Inlet Area, December 10, 1975" set out 
in House of Representatives Report No. 7R-729, 91«th Congress, 
First Session In accordance with the conditions of that agree­
ment. The conveyance shall pass all the state's right, title and 
interest in the land, including the mineral subsurface estate 
notwithstanding any other provisions of law.

1 Sec. 3. WAIVERS. The provisions of AS 38.05.125 and 
3S•95•060(c) do not apply to a conveyance made under this Act.

* Sec. R. This Act takes effect immediately in accordance 
with AS 01.10.070(c).

Approved by governor! March 11, 1976
A rt*  t i n  1 n  « - •  • •  • • •  • -  -  •
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TO: Representative Sam Cotten

FROM: Jack Kreinheder y f —
RE: Cook In l e t  Land Trade

Research Request No. 167

This i s  a b r i e f  s ta tu s  report on our research concerning the t r a n s f e r  of 
producing Sta te  gas leases on the Kenai Peninsula to the Cook In le t  
Regional Corporation (CIRI) as pa r t  of the Cook In le t  Land Trade approved 
in 1976. Although we have not been able to determine a firm answer to 
your quest 'on as, to whether the State can recover these l e a s e s ,  we have 
i d e n t i f i e r  what the Sta te would have to prove to have a legal case fo r  
the re turn of the gas leases . I t  appears th a t  the S t a t e ' s  legal case is  
v/eak and t h a t  negotiat ions for the re turn of the leases are more l ik e ly  
to be successful than legal ac t ion . In add i t ion , th i s  memo summarizes 
the ava i lab le  information on the re spons ib i l i ty  for the uninten t ional 
conveyance of the producing leases .

The two producing leases which were conveyed to CIRI are ADL £00460, in 
the Kenai u n i t ,  and ADL £ 22330, which overlaps the Kenai and Kenai Deep 
u n i t s .  All of ADL £00460 which covers one section or 640 acres of land, 
was deeded to CIRI, with the exception of two small lakes in the lease 
a rea .  ADL £22330 which produces over 95 percent o f the t o t a l  gas from 
the two lea se s ,  includes four sec t ions ,  three of which were deeded to 
CIRI. The combined annual roya l t ie s  to the Sta te from the leases are 
s l i g h t l y  under $400,000.

We explained the s i tu a t ion  to Bil ly Berr ie r ,  Director of the Division of 
Legal Services , and asked whether he believed the Sta te had any legal 
grounds fo r  the re turn of the producing gas leases .  Mr. B e r r ie r  em­
phasized th a t  he could not provide a legal opinion on the mat te r  without 
e s s e n t i a l l y  preparing a l l  the documentation for a court case , which time 
did not allow. However, he was able to iden t i fy  the important questions 
which per ta in  to the issue.

According to Mr. Berr ie r ,  the l e g i s l a t i v e  h is to ry  or i n t en t  o f the 
l e g i s l a t i o n  does not provide a legal basis for the re turn of the con­
veyed gas leases .  Although a l l  of the committee testimony and supporting 
repor ts  th a t  I have found on the Cook In le t  Land Exchange ind ica te  
s trong ly th a t  the leg i s l a tu re  did not intend to convey producing gas 
leases to CIRI, th i s  in ten t  apparently has no legal merit and does not 
inv a l id a te  in any way the t ran s fe r  of the producing leases .
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Mr. Berr ie r  believes th a t  the S t a t e ' s  only legal basis fo r  recovering 
the leases would be to thoroughly document th a t  the conveyance of the 
producing leases was a r e s u l t  of a "mutual mistake of fac t"  on the p a r t  
o f  both the S ta te  and CIRI. Proof would be required th a t  n e i th e r  the 
S ta te  as a whole nor CIRI were aware th a t  producing leases were contained 
in the lands being conveyed. An important point is th a t  i t  i s  not 
s u f f i c i e n t  to document th a t  the l eg i s l a tu re  alone lacked knowledge of 
the  producing lea se s ,  because the S ta te  acted as a s ing le  e n t i t y  in 
conveying the lands t rans fe r red  to CIRI. I f  the Division of Lands, 
which ac tua l ly  deeded the lands to.CIRI, was aware of the producing 
l ea se s ,  then no mutual mistake of f a c t  could be demonstrated, rega rd less  
o f l e g i s l a t i v e  in t en t  o r knowledge.
I t  i s  unclear a t  present whether the Division of Lands had knowledge of 
th e  producing gas leases .  I spoke with Bil l Beaty, the p r inc ipa l  n ego t ia to r  
f o r  the CIRI conveyances about the leases .  He s ta ted  t h a t  the Division 
o f  Lands had c i rcu la ted  a l l  of the CIRI se lec t ions among S ta te  departments, 
including the Division of Minerals and Energy Mangement, and a t  no time 
had DMEM or o ther agencies id en t i f i e d  the producing leases on the se le c ted  
lands or recommended aga ins t  conveyance.

The DMEM s t a f f  apparently bel ieve th a t  the se lec t ions conta in ing the 
leases in question were not c i rcu la ted  to DMEM for erview, so there 
appears to  be some disagreement between the two div is ions as to which 
d iv is ion  was responsible fo r  the unintentional conveyance. In any case , 
a claim of mutal misunderstanding of f a c t  must prove t h a t  no Sta te 
agency was aware th a t  the producing leases were included in the CIRI 
s e l ec t ion s .
The S ta te  would also need to demonstrate th a t  CIRI was not aware of the 
l e a se s ,  e i t h e r ,  which may be a d i f f i c u l t  task. Some support fo r  t h i s  
case might be derived from the f a c t  t h a t  the S ta te  i s  s t i l l  co l l e c t in g  
ro y a l t i e s  on the leases and CIRI has made no claim fo r  the r o y a l t i e s ,  
even though they have received fu l l  t i t l e  to the land. However, Mary 
Halloran, special a s s i s t a n t  to the Commissioner in the Department of 
Natural Resources, i s  f a i r l y  sure th a t  CIRI had fu l l  knowledge of the 
producing wells before the se lec t ions  were made. The f a i l u r e  o f  CIRI to 
c o l l e c t  the royal ty payments may simply r e f l e c t  CIRI's des i re  to keep 
the issue qu i te .  I f  CIRI can demonstrate p r io r  knowledge of the pro­
ducing lea se s ,  the S ta te  has no case fo r  a mutual mistake of f a c t .
I t  therefore appears th a t  the S t a t e ' s  legal grounds fo r  the re tu rn  of 
the leases are very weak. Mary Halloran indicated th a t  DNR has s t i l l  
not decided how to resolve the i ssue ,  but th a t  the department i s  much 
more l ik e ly  to en te r  in to negot ia t ions with CIRI than to pursue legal 
ac t ion . We will inform you of DNR's ac tions on the recovery o f  the 
leases as soon as more information is  ava i lab le .  Please con tac t  us i f  
you have any quest ions.
JK/dp
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PRIVILEGE

You have  r e q u e s t e d  o u r  r e v i ew  o f  t h e  Memorandum o f  
U n d e r s t a n d i n g  b e tw een  t h e  S t a t e  o f  A l a s k a ,  K ena i  P e n i n s u l a  
Borough (B o rough ) ,  S e l d o v i a  N a t i v e  A s s o c i a t i o n  ( S e l d o v i a ) ,  and 
Cook I n l e t  .Reg ion , I n c .  (CIRI) d a t e d  May 7, 1979 (1979 MOU o r  
Kachemak MOU) t o  d e t e rm in e  i f  t h e  s t a t e  i s  o b l i g a t e d  to  convey t o  
CIRI l a n d  s p e c i f i e d  i n  Append ix  E w h ic h  i s  v a l u a b l e  f o r  o i l  and 
g a s ,  i n c l u d i n g  l a n d  e r r o n e o u s l y  conveyed  by t h e  Bu re au  o f  Land 
Management ““

I . BACKGROUND
i

The A l a s k a  N a t i v e  C la ims S e t t l e m e n t  A c t  (ANCSA), 43 
U .S .C ,  § 1601, e t .  s e a . , was e n a c t e d  on December 18, 1971. Under 
§§ 1 1 ( a ) ( 1 )  and 1 1 ( a ) ( 2 )  o f  ANCSA, f e d e r a l  l a n d  and l a n d  s e l e c t e d  
by o r  t e n t a t i v e l y  a p p ro v ed  ( b u t  n o t  y e t  p a t e n t e d )  t o  t h e  s t a t e  
was w i thd rawn  s u r r o u n d i n g  e a ch  e l i g i b l e  N a t i v e  v i l l a g e .  I f  t h i s  
l a n d  was i n s u f f i c i e n t  t o  s a t i s f y  v i l l a g e  and r e g i o n a l  c o r p o r a t i o n  
ANCSA e n t i t l e m e n t s ,  t h e  S e c r e t a r y  o f  t h e  I n t e r i o r  was a u t h o r i z e d  
by § 1 1 ( a ) ( 3 )  o f  ANCSA to  make a d d i t i o n a l  w i t h d r aw a l s  o f  u n a p p r o ­
p r i a t e d  and u n r e s e r v e d  f e d e r a l  l a n d .

1 /  Under t h e  T&C and  t h e  1979 MOU, t h e  s t a t e  h a s  a l r e a d y  
‘conveyed  v a l u a b l e  o i l  and gas  l e a s e s  t o  CIRI, and  c o n c u r r e d  i n  
f e d e r a l  conveyance s  o f  l a n d s  s u b j e c t  t o  o i l  and  gas  l e a s e s .  
S e c t i o n  14(g) o f  ANCSA h a s  a l s o  a l l ow ed  CIRI t o  r e c e i v e  o i l  a n d '  
g a s  r e v e nues  n o t  c o n t em p l a t e d  by t h e  p a r t i e s  t o  t h e  T&C.



E s t h e r  W u n n i c k e N o v e m b e r  28, 1986

Page 2

Although  t h e  p r o v i s i o n s  o f  §§ 1 1 ( a ) ( 1 )  and (2 )  o f  ANCSA 
made a d e q u a t e  l a n d  a v a i l a b l e  f o r  N a t i v e  s e l e c t i o n  i n  mos t  a r e a s  
o f  t h e  s t a t e ,  a c om b in a t i o n  o f  f a c t o r s  r e s u l t e d  i n  s e v e r e  l a n d  
a v a i l a b i l i t y  prob lems i n  t h e  Cook I n l e t  r e g i o n .  Because  t h e  Cook 
I n l e t  r ^ i o n  encompassed t h e  mos t p o pu lo u s  a r e a s  o f  t h e  s t a t e ,  
much c '  na l a n d  was u n a v a i l a b l e  u n d e r  ANCSA, i n c l u d i n g  l a n d  c o n ­
v ey ed  p r i o r  t o  ANCSA t o  b o t h  t h e  s t a t e  and p r i v a t e  i n d i v i d u a l s ,  
and l a n d  u s e d  by f e d e r a l  a g e n c i e s  o r  w i thd rawn f o r  n a t i o n a l  
d e f e n s e  p u r p o s e s .  I n  a d d i t i o n ,  mos t  o f  t h e  N a t iv e  v i l l a g e s  i n  
t h e  Cook I n l e t  r e g i o n  w e re  l o c a t e d  a l o n g  t h e  sh o r e s  o f  Cook I n l e t  
a n d ,  as  a r e s u l t ,  much o f  t h e  a r e a  w i thd raw n  by § 1 1 ( a ) ( 1 )  o f  
ANCSA was l o c a t e d  i n  t h e  w a t e r s  o f  Cook I n l e t .  Thus, t h e  s t a t u ­
t o r y  ANCSA w i t h d r aw a l s  d i d  n o t  make a s u f f i c i e n t  amount o f  l a n d  
a v a i l a b l e  t o  s a t i s f y  t h e  e n t i t l e m e n t  o f  CIRI and i t s  v i l l a g e s ,  
and a d d i t i o n a l  w i t h d r aw a l s  u n d e r  §  1 1 ( a ) ( 3 )  were n e c e s s a r y .

Im med ia te ly  a f t e r  ANCSA p a s s e d ,  t h e  s t a t e  s e l e c t e d  77 
m i l l i o n  a c r e s  o f  i t s  S t a t e h o o d  A c t  e n t i t l e m e n t ,  much o f  i t  
l o c a t e d  i n  t h e  Cook I n l e t  r e g i o n .  The v a l i d i t y  o f  t h e s e  s e l e c ­
t i o n s  was q u e s t i o n e d  i n  A la sk a  v .  M o r t o n , C iv .  No. A -48 -72 ,  wh ich  
was s e t t l e d  i n  Sep tember  1972"! The s e t t l e m e n t ,  which r e c o g n i z e d  
t h e  v a l i d i t y  o f  some s e l e c t i o n s  i n  t h e  Cook I n l e t  R eg io n ,  was 
l a t e r  c h a l l e n g e d  by CIRI i n  a s u i t  a g a i n s t  t h e  S e c r e t a r y .

CIRI a l s o  p u r s u e d  an a d m i n i s t r a t i v e  r e s o l u t i o n  o f  i t s  
l a n d  s e l e c t i o n  p ro b l em s .  I n  1974, t h e  s o l i c i t o r  o f  t h e  D e p a r t ­
ment o f  t h e  I n t e r i o r  o f f e r e d  CIRI a  s e t t l e m e n t  o f  t h e  p en d in g  
l i t i g a t i o n  u n d e r  wh ich  CIRI would  r e c e i v e  l a n d  i n  t h e  Kena i 
N a t i o n a l  Moose Range, i n c l u d i n g  t h e  Swanson R iv e r  o i l  f i e l d  wh ich  
p r o v i d e d  much o f  th e  s t a t e ' s  r e v e n u e .  The o f f e r  a l s o  i n c l u d e d  
v a l u a b l e  t r a c t s  i n  t h e  Anchorage a r e a  a t  P o i n t  Woronzof , P o i n t  
Campbe l l  and a p o r t i o n  o f  t h e  Campbe l l  A i r s t r i p .  CIRI i n i t i a l l y  
r e j e c t e d  t h e  o f f e r  a n d ,  a f t e r  t h e  s t a t e  became awa re  o f  i t s  
t e rm s ,  i t  was w i thd rawn by I n t e r i o r .

CIRI began s e e k i n g  a C o n g r e s s i o n a l  r e s o l u t i o n  o f  i t s  
p rob lem s  as t h e  d e a d l i n e  f o r . ANCSA s e l e c t i o n s  a p p ro a c h e d .  I t  
became c l e a r  t h a t  a w o rk a b l e  ' s o l u t i o n  r e q u i r e d  s t a t e  p a r t i c i p a ­
t i o n ,  and members o f  C ong re s s  u r g e d  t h e  s t a t e  to  e n t e r  i n t o  t h e  
s e t t l e m e n t  d i s c u s s i o n s .  The s t a t e  began  s e r i o u s  n e g o t i a t i o n s  
w i t h  CIRI and I n t e r i o r  i n  A p r i l  1975.

An ag re em en t ,  t h e  Terras and C o n d i t i o n s  f o r  Land Con­
s o l i d a t i o n  and  Management i n  t h e  Cook I n l e t  Area ("T&C"), was 
s i g n e d  on December 10, 1975, by r e p r e s e n t a t i v e s  o f  ( I n t e r i o r ,
C IR I ,  and t h e  s t a t e .  The ag re em en t  r e q u i r e d  r a t i f i c a t i o n  by 
Cong re s s  and t h e  S t a t e  o f  A l a s k a .  The m a jo r  e l em en t s  o f  t h e
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complex and c o n t r o v e r s i a l  t r a d e  w e r e :  1) CIRI would r e c e i v e  more
t h a n  h a l f  o f  i t s  ANCSA e n t i t l e m e n t  o u t s i d e  o f  i t s  b o u n d a r i e s ;  
2) t h e  U n i t e d  S t a t e s  wou ld  convey a p p r o x im a t e l y  50 townsh ip s  t o  
t h e  s t a t e  i n  e x c e s s  o f  t h e  S t a t e h o o d  A c t  e n t i t l e m e n t  as w e l l  as 
key t r a c t s  i n  t h e  Anchorage a r e a  i n  ex change  f o r  20 .5 townsh ip s  
i n  t h e  Cook I n l e t  a r e a  t h a t  t h e  s t a t e  would  convey t o  th e  U n i t e d  
S t a t e s  t o  be made a v a i l a b l e  u n d e r  ANCSA; and 3) t h e  U n i t e d  S t a t e s  
would  convey 10 ,000 a c r e s  i n  f e e  and  220 ,000 a c r e s  o f  s u b s u r f a c e  
r i g h t s  i n  t h e  Kena i  N a t i o n a l  Moose Range t o  CIRI ,

C ong re s s  a p p ro v ed  t h e  T&C i n  December 1975 (P .L .
94 -204 , 89 S t a t .  1156) .  The A l a s k a  l e g i s l a t u r e  app roved  t h e
t r a d e  i n  March 1976 (Ch. 19, SLA 1976) .  The T&C was e x t r em e ly  
c o n t r o v e r s i a l  and t h e  A l a s k a  l e g i s l a t u r e  was p r e s e n t e d  w i t h  
c o n f l i c t i n g  t e s t im o n y  c o n c e r n i n g  t h e  wisdom and l i k e l y  r e s u l t s  o f  
a p p r o v in g  t h e  t r a d e .  The l e g i s l a t i v e  h i s t o r y  i n d i c a t e s  t h a t  
a l t h o u g h  l a n d  known to  be  v a l u a b l e  f o r  o i l  and gas m igh t  be 
conveyed t o  CIRI u n d e r  t h e  T&C, b o t h  CIH.I and DNR u n d e r s t o o d  and 
t o l d  t h e  l e g i s l a t u r e  t h a t  no r e v e n u e  p r o d u c i n g  o i l  and gas l e a s e s  
would  be t r a n s f e r r e d  t o  CIRI .

As w i t h  ANCSA i t s e l f ,  t h e  p r o c e s s  f o r  imp lemen t ing  t h e  
T&C ha s  t a k e n  l o n g e r  th a n  a n t i c i p a t e d .  The t im e f r am e s  s e t  o u t  i n  
t h e  o r i g i n a l  a g re em en t  have  been  e x t e n d e d  s e v e r a l  t im e s .

I I .  THE 1979 KACHEMAK BAY STATE PARK 
MEMORANDUM OF UNDERSTANDING

The Kachemak MOU was d e s i g n e d  t o  r e s o l v e  a number o f  
l o n g - s t a n d i n g  l a n d  e n t i t l e m e n t  and  l a n d  management i s s u e s .  The 
s t a t e ' s  i n c e n t i v e  f o r  e n t e r i n g  t h e  a g r e em en t  was- to  r e s t o r e  l a n d  
w i t h i n  t h e  Kachemak Bay S t a t e  P a rk  (KBSP) t o  s t a t e  owne r sh ip .

KBS? was e s t a b l i s h e d  by t h e  l e g i s l a t u r e  i n  1970. 
AS 4 1 .2 1 .1 3 1 .  At t h a t  t im e  most o f  t h e  l a n d  was s e l e c t e d  by o r  
t e n t a t i v e l y  a p p ro v ed  t o  t h e  s t a t e .  W ith  t h e  p a s s a g e  o f  ANCSA in  
1971, much o f  t h e  l a n d  w i t h i n  t h e  p a r k  was w i thd rawn f o r  t h e  
N a t i v e  v i l l a g e  o f  S e l d o v i a .  -As e a r l y  a s  1974, S e l d o v i a  N a t i v e  
A s s o c i a t i o n ,  I n c .  ( S e l d o v i a )  and t h e  s t a t e  e x p r e s s e d  m u tu a l  
i n t e r e s t  i n  ex ch an g ing  S e l d o v i a  l a n d  w i t h i n  t h e  p a rk  b o u n d a r i e s  
f o r  d e v e l o p a b l e  s t a t e  l a n d  o u t s i d e  t h e  p a r k .

Of p a r t i c u l a r  i n t e r e s t  t o  S e l d o v i a  was a p a r c e l  w i t h i n  
t h e  v i l l a g e ' s  c o r e  town sh ip  known a s  B a rb a r a  P o i n t , • Th is  l a n d  
was t e n t a t i v e l y  app roved  t o  t h e  s t a t e  u n d e r  t h e  S t a t e h o o d  Act 
and ,  p r i o r  t o  p a s s a g e  o f  ANCSA, B a r b a r a  P o i n t  had  been  app rov ed  
by t h e  s t a t e  r o r  conveyance  t o  t h e  Kena i  P e n i n s u l a  Borough as
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p a r t  o f  i t s  m u n i c i p a l  e n t i t l e m e n t .  L e g a l  d i s p u t e s  r e g a r d i n g  t h e  
s t a t u s  o f  app rov ed  m u n i c i p a l  s e l e c t i o n s  o l  l a n d  t e n t a t i v e l y  
app ro v ed  t o  t h e  s t a t e  which w ere  w i th d raw n  f o r  N a t i v e  s e l e c t i o n  
by S e c t i o n  1 1 ( a ) ( 2 )  o f  ANCSA, c l o u d e d  t h e  B o ro u g h ' s  c l a im  t o  t h e  
l a n d  a t  B a rb a r a  P o i n t .  S e l d o v i a  w an ted  t h e  p a r c e l  f o r  a s u b d i v i ­
s i o n  f o r  i t s  s h a r e h o l d e r s  and made i t s  a c q u i s i t i o n  t h e  s i n e  qua 
non o f  i t s  p a r t i c i p a t i o n  i n  any l a n d  exchange  w i t h  th e  s t a t e .  
N e g o t i a t i o n s  were  expanded  to  i n c l u d e  t h e  Borough .

The B o ro u g h ' s  g o a l  i n  t h e  n e g o t i a t i o n s  was a c q u i s i t i o n  
o f  a p o r t  and  i n d u s t r i a l  s i t e  f o r  t h e  sh ipm en t  o f  l i q u i f i e d  
n a t u r a l  g a s  t o  P a c i f i c  Rim c o u n t r i e s .  The l o g i c a l  s i t e s  were a t  
N i k i s k i  and S t a r i s k i  C reek ,  and  were  u n a v a i l a b l e  due to  s e l e c ­
t i o n s  by CIRI .  CIRI was b r o u g h t  i n t o  t h e  Kachemak t r a d e  t o  
a c q u i r e  t h o s e  s i t e s  f o r  t h e  Borough . 2V In  a d d i t i o n ,  C IR I ’ s 
p a r t i c i p a t i o n  was n e c e s s a r y  i f  t h e  s t a t e  was t o  a c q u i r e  t h e  
s u b s u r f a c e  e s t a t e  i n  t h e  p a r k .  C IR I ' s  p r im a r y  g o a l s  i n  th e  1979 
MOU were  t o  s p e e d  up conveyance  o f  l a n d  i n  f u l f i l l m e n t  o f  i t s  
e n t i t l e m e n t  and t o  r e p l a c e  i t s  s u b s u r f a c e  e s t a t e  i n  t h e  p a rk  w i t h  
more u s e a b l e  a c r e a g e  e l s ew h e r e .  Due t o  l i t i g a t i o n  ove r  th e  
l e g a l i t y  o f  t h e  T&C, conveyance s  f rom t h e  s t a t e  t o  CIRI had b een  
d e l a y e d  f o r  o v e r  two y e a r s .

I n  1977, and p o s s i b l y  e a r l i e r ,  S e l d o v i a ' s  p r e s i d e n t ,  
F r ed  E l v s a a s ,  and s t a t e  emp loyees  f rom t h e  d i v i s i o n  o f  p a rk s  
( P a r k s ) ,  b egan  s e r i o u s  d i s c u s s i o n s  i n  an  a t t e m p t  t o  a g r e e  upon a 
l a n d  e x ch ang e .  The s t a t e ' s  n e g o t i a t i n g  e f f o r t s  were  unde r  t h e  
g e n e r a l  d i r e c t i o n  o f  M ich ae l  C. T. Sm i th ,  t h e n  A s s i s t a n t  Commis­
s i o n e r  and  D i r e c t o r  o f  t h e  d i v i s i o n  o f  l a n d s ,  a l t h o u g h  a f t e r  t h e  
f i r s t  few m e e t i n g s  i t  a p p e a r s  Sm i th  d i d  n o t  d i r e c t l y  p a r t i c i p a t e  
i n  t h e  n e g o t i a t i o n s .  N e i l  J o h a n n s e n ,  t h e n  C h i e f  o f  P lan n in g  a t  
P a r k s ,  and Ron Swanson from t h e  t i t l r  a d m i n i s t r a t i o n  s e c t i o n  o f  
t h e  d i v i s i o n  o f  f o r e s t ,  l a n d  and w a t e r  management were t h e  
i n i t i a l  n e g o t i a t i n g  team . Sandy R ab in ow i t c h  o f  Pa rk s  l a t e r  
r e p l a c e d  J o h a n n s e n .  B eg inn in g  i n  1978, Chip D e n n e r l e i n ,  a 
s p e c i a l  a s s i s t a n t  t o  t h e  Commiss ione r  o f  N a t u r a l  R e sou rc e s ,  
became t h e  p r im a ry  n e g o t i a t o r  f o r  t h e  s t a t e ,  w i t h  a s s i s t a n c e  f rom 
Swanson and R a b in ow i t c h .  Tom' Meacham and l a t e r  S h e l l e y  H igg in s  
c f  t h e  D ep a r tm en t  o f  Law p ro v id e d ,  l e g a l  a d v i c e  f o r  t h e  s t a t e .  I n  
a d d i t i o n ,  Clem T i l l i o n  and Hugh Malone ,  t h e n  Kenai P e n i n s u l a

2 / A c co rd in g  t o  Chip D e n n e r l e i n ,  t h e  Borough and CIRI r e a c h e d  
t h e i r  own a g re em en t  w h i l e  t h e  s t a t e  was s t i l l  n e g o t i a t i n g  
p r i m a r i l y  w i t h  S e l d o v i a ,  and s im p ly  p r e s e n t e d  i t  t o  DNR.

J * rv \
■■ '• I ;  V - !

—  4 1  c , ‘ "  ’■
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s t a t e  l e g i s l a t o r s ,  were  p e r i o d i c a l l y  a d v i s e d  r e g a r d i n g  th e  
n e g o t i a t i o n s .  Borough Mayor Don Gilman n e g o t i a t e d  f o r  t h e  
Borough w i t h  l e g a l  a s s i s t a n c e  from Andrew S a r i s k y .  F r e d  E l v s a a s ,  
and R ob e r t  Hahn, a t t o r n e y  f o r  S e l d o v i a ,  r e p r e s e n t e d  t h e  v i l l a g e  
c o r p o r a t i o n ,  and Marg ie  S a g e r s e r ,  C a r l  Marrs  and George K r i s t e  
were  th*  p r i n c i p l e  p a r t i c i p a n t s  f o r  CIRI.

The f i n a l  a g r e em en t ,  embodied i n  t h e  MOU, a p p e a r e d  a t  
t h e  t ime t o  m ee t  t h e  n eed s  o f  a l l  p a r t i c i p a n t s  and s e t t l e d  o r  
d e r a i l e d  t h r e e  l e g a l  d i s p u t e s .  2 /  Kachemak MOU i s  d i v i d e d
i n t o  t h r e e  a r t i c l e s .  I n  A r t i c l e  I ,  t h e  Borough r e l i n q u i s n e d  i t s  
B a rb a r a  P o i n t  s e l e c t i o n  ( p a r a g r a p h  1) and S e l d o v i a  r e l i n q u i s h e d  
s e l e c t i o n s  i n  S a d i e  Cove and e l s ew h e r e  i n  KBSP ( p a r a g r a p h s  A and 
5 ) .  The Borough a l s o  r e l i n q u i s h e d  i t s  s e l e c t i o n  o f  l a n d  i n  
S e c t i o n  9, T.A N . ,  R . l l  W ., S.M. ( p a r a g r a p h  8) and t h e  s t a t e  
a g r e e d  t o  n o t i f y  t h e  Bureau o f  Land Management t h a t  t h a t  s e c t i o n  
was a v a i l a b l e  f o r  conveyance  to  CIRI ( p a r a g r a p h  9 ) ,  Th is  l a n d  
i n c l u d e d  a p r o d u c i n g  gas  l e a s e  w i t h  an e s t im a t e d  d i s c o u n t e d  v a l u e  
i n  F e b r u a r y  1979 o f  $ 10 ,000 ,000 .  I n  r e t u r n ,  CIRI r e l i n q u i s h e d  
i t s  N i k i s k i  and S t a r i s k i  s e l e c t i o n s  ( p a r a g r a p h  10) and , i n  
a d d i t i o n ,  i n  p a r a g r a p h  11 CIRI a g r e e d  t o  r e l i n q u i s h  o n e - t h i r d  o f  
i t s  s u b s u r f a c e  e s t a t e  w i t h i n  t h e  p a r k  bounda ry  as  i d e n t i f i e d  i n  
Appendix D.

In  p a r a g r a p h  12 o f  A r t i c l e  I  t h e  s t a t e  a g r e e d  " t o  
app rove  and e x p e d i t e  t h e  conveyance [ o f ] , . ,  l a n d . . . a s  i d e n t i f i e d  
i n  Append ix  E . "  The a c r e a g e  conveyed by t h e  s t a t e  was t o  be 
c r e d i t e d  t o  - t h e  s t a t e ' s  Kenai p o o l  o b l i g a t i o n  t o  CIRI u nd e r  
Append ix  C o f  t h e  T&C. The t o t a l  a c r e a g e  t o  be conveyed  to  CIRI 
was to  be e q u i v a l e n t  t o  t h e  t o t a l  a c r e a g e  r e l i n q u i s h e d  by CIRI i n  
p a r a g r a p h  11.

I n  A r t i c l e  I I  o f  t h e  MOU t h e  p a r t i e s  a g r e e d  t o  3 e t t l e  
c e r t a i n  l i t i g a t i o n ,  and A r t i c l e  I I I  o b l i g a t e s  t h e  p a r t i e s  t o  
e n t e r  f u t u r e  l a n d  exchanges  t o  t r a n s f e r  l a n d  w i t h i n  t h e  p a rk  
bounda ry  t o  t h e  s t a t e .  Because  t h e  MOU i t s e l f  was n o t

2 /  The l e g a l  d i s p u t e s  w e re :  ( 1 ) ' S e l d o v i a  v .  U . S . , A77-207, U.S.
D i s t r i c t  C ou r t  - -  N a t i v e  s e l e c t i o n  o r  m e n t a l  h e a l t h  land} 
(2) Appea l  o f  S t a t e  o f  A la s k a ,  ANCAB VLS Nos . 78-A2 and 77-10 •*« 
th e  p r o h i b i t i o n  i n  S e c t i o n  22(1) o f  ANCSA o f  s e l e c t i o n s  w i t h i n  
two m i l e s  o f  f i r s t  c l a s s  c i t i e s ;  and (3) t h e  q u e s t i o n  o f  w h e th e r  
app rov ed  bo rough  s e l e c t i o n s  on s t a t e  t e n t a t i v e l y  a pp rov ed  l a n d s  
were v a l i d  e x i s t i n g  r i g h t s  u nd e r  ANCSA.
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t e c h n i c a l l y  a l a n d  exchange  ( a l t h o u g h  i t  p r o v i d e d  f o r  f u t u r e  l a n d  
exchanges  u n d e r  AS 38 .50 )  and i t  s e t t l e d  l i t i g a t i o n ,  l e g i s l a t i v e  
a p p r o v a l  was n o t  r e q u i r e d .

Append ix  E c o n t a i n s  l a n d  v a l u a b l e  f o r  o i l  and  g a s ,  some 
o f  wh ich  h a s  a l r e a d y  b een  conveyed to  CIRI .  Append ix  E was a 
l i s t  o f  l a n d  we b e l i e v e  was p r o v i d e d  by CIRI wh ich  had been  
p r e v i o u s l y  s e l e c t e d  by CIRI u nd e r  t h e  T&C. A/ Denne r le in .  r e c a l l s  
t h a t  he i n i t i a l l y  assumed t h e  l a n d  had  b een  p r e v i o u s l y  app roved  
by t h e  s t a t e  u n d e r  t h e  T&C, b u t  d id  n o t  ch e ck .  5J

Append ix  E l i s t s  9398 a c r e s  o f  s u r f a c e  e s t a t e  and 
9131 .12 a c r e s  o f  s u b s u r f a c e  e s t a t e .  6 /  The s t a t e  h a s  s t i l l  n o t  
r e c e i v e d  t i t l e  t o  a l l  t h e  l a n d  i n  Append ix  E. I n  a d d i t i o n  t o  
l a n d  a l r e a d y  conveyed ,  Append ix  E i n c l u d e s  a lm o s t  190 a c r e s  i n  or 
a d j a c e n t  t o  t h e  Cannery  Loop U n i t  I n i t i a l  P a r t i c i p a t i n g  A rea t o  
wh ich  t h e  s t a t e  h as  now r e c e i v e d  t i t l e .  The d i v i s i o n  o f  o i l  and 
gas  has r e c e n t l y  e s t im a t e d  t h e  v a l u e  o f  t h e s e  l a n d s  a t  a p p r o x i ­
m a t e l y  $5,6A0,00Q. 7 / The s t a t e  h a s  r e c e n t l y  r e c e i v e d  t i t l e  t o  
a d d i t i o n a l  o i l  and g as  l a n d  i n c l u d e d  i n  Appendix E (1530 a c r e s )

A/ R a b in ow i t c h ,  Swanson, and D e n n e r l e i n  a l l  t h i n k  t h a t  t h e  l i s t  
o f  s t a t e  l a n d  t o  be conveyed  t o  CIRI was p r o v i d e d  by Marg ie  
S a g e r s e r  o f  CIRI .
5 /  B i l l  B e a ty ,  fo rm e r  C h i e f  o f  DNR's R e so u r c e s  A l l o c a t i o n  
S e c t i o n  wh ich  was r e s p o n s i b l e  f o r  r e v i ew  and a p p r o v a l  o f  l a n d s  
f o r  conveyan ce s  t o  CIRI u n d e r  th e  T&C, s t a t e d  t h a t  he  was n e v e r  
a sk ed  t o  r e v i ew  l a n d  s p e c i f i c a l l y  f o r  conveyance  u n d e r  t h e  
Kachemak MOU o r  i d e n t i f i e d  a s  Append ix  E. He c o u l d  n o t  s ay  
w h e th e r  t h e  p a r c e l s  were  r e v i ew ed  e a r l i e r  f o r  p o s s i b l e  i n c l u s i o n  
i n  t h e  Kena i  P o o l .  On May 2, 1979, one day a f t e r  DNR
Commiss ione r  R o b e r t  E. LeResche s i g n e d  t h e  Kachemak MOU, DMEM was 
a sk ed  t o  e v a l u a t e  t h e  s u b s u r f a c e  e s t a t e  l i s t e d  i n  Appendix E, On 
May A, 1979, DMEM r e p l i e d  w i t h  a memorandum e s t im a t i n g  th e  v a l u e  
a t  b e tw een  $50 ,000 ,000  and $120*, 000 ,000 .

6 / These a c r e a g e  f i g u r e s  were ap p ro x im a te  . and s u b j e c t  t o  
r e v i s i o n  as  t h e  l a n d  i s  s u r v e y e d .
7/ Memorandum from Cass A r i e y ,  P e t r o l e um  E n g i n e e r ,  t o  Kay Brown, 
d i r e c t o r  D i v i s i o n  o f  O i l  and Gas, d a t e d  May 20, 1986.
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v o r t h  an e s t im a t e d  $51 ,900 ,0 00 .  8 / You h av e  r e q u e s t e d  a d v i c e  
r e g a r d i n g  t h e  s t a t e ' s  l e g a l  o b l i g a t i o n  t o  convey t h i s  l a n d .
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State mistakes cost m illions
Native corporation got oil, gas worth as much as $500 million
By RONNIE CHAPPELL 
M y  News reporter 
° 1985 Anchorage M y  News

Mistake* by stale officials executing a land 
swap 10 years ago have cost the state at least 
>35 m illion In oil and gas revenuei, an 
examination by the Dally News reveals.

The cost of these oversights by state 
resource managers Is growing by )5 million 
or more a year, and one day may exceed $500 
m illion.

In response to Inquiries by the Dally News, 
slate officials have begun looking for waya to 
recover the lost oil and gas land and revenge. 
They also are drafting new land p.' 'petal 
rules designed to prevent the kind of ,n-ort 
that resulted In:

V. ‘

•  The transfer of I I  valuable state-owned 
leases on the Kenai Peninsula to Cook Inlet 
Region Inc., the Anchorage s re* Native re­
gional corporation.

•  The loss to CIRI of nearly half the slate’s 
ownership Interest In one of the largest gas 
fields In the United States.

•  The conveyance of more than 2,000 acres 
In the Cannery Loop gas field without know­
ing that It was worth >50 m illion to >120 
million. Today, because of Increases In the 
price of natural gas, the land could be worth 
»«0 m illion to >720 million

•  The overlooking of a section of the 
Alaalu Native Claims Settlement Act thsl

CIRI to take ft third of stale revenue 
?  tartan oil aad|I gas fields.

The land CIRI Inis obtained is among the 
most valuable In Alaska Over the past five 
years, the company has grown Into h finan­
cial powerhouse that earns millions of dollars 
a year, and pumps millions more Into II 
other Native regional corporations

Tfle engine of C IRI’s success is the oil and 
gas Income unwittingly turned over by the 
stale
< U(v)ti federal law, the state receives >0 

percent ol all oil and gas royalties from 
federal land In Alaska Under that system, 
the state once earned Up to >7 million a year 
from the Swanson lllver oil field 

CIHI used the land trade to lake a 35 1 
percent cut of the Income from Swanson 
River. The slate's share fell from 90 to 58 t 

-

percent: the federal government gets 6 5 per 
cent.

The Iota to the stole was even greater In 
the Kenai gas field, one of the largest In the 
country. The field heata most of Anchorage, 
supplies raw material for a world-class fertil­
izer plant and fuels the only liquified natural 
gas export facility In the U S

Before 1978, the state collected more than 
90 percent of the royally inrome from the 
Kenai field Through the land trade, CIRI 
acquired 85 percent, worth more thnn >10 
million a year beginning In 1988, and the 
state share fell to 31 5 |>errenl. with the 
balance going to the federal government

Sae Papa A 14. STATE
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M istakes in land  d e a ls  w ith Native corporation  co st s ta te  m illions in oil and  g a s  revenue
r CywHjedfromPaQe* »4 )
ita te  s a 0 i |  00y too

Sm ith admits tie erred in 
overlooking the implication* 
oM 4igi But. he insist*, so did 
other!

Guy M artin agrees As 
tu t *  resources commissioner 
M artin  was Sm ith  s boss 
when the 'rid** was negotiat­
ed and submitted to lawman 
ere. ft wasn t just the iHam- 
mondi adm in is tra tion , he 
la id There was huge public 
expoeur* o f this thing "  The 
trade was "the most thor­
oughly aired tnm iaciion the 
state ever conducted That 
thing * u  turned inside out I 
used to te ll people that every­
one bul God had approved it. 
Including tbe U S  Supreme 
Cou fi. To tbe extent mis was 
missed. a lot o f people had a 
ihot at it "

but in reality state decs 
smns about the land trade 
w b a t e d  on the enatvsis 
and advice of a small group of 
re iou rc r and legal esp rrts  
whose understanding o f the 
agreement was flawed

Land trades, which contain 
hundreds o f legal descriptions 
defining thousands o f piecoa 
o f property, are extremely 
'-omclex pieces o f legislation. 
<aid former ttate Sen John 
Rader o f Anchorage.

(n almost a ll instances, 
•legislators! re ly on represen­
tations. in summary form , of 
what the b ill is and does You 
r* lv  on the advice o f n ate 
rom m iwoners. the m tom ey  
genera l «» o ffic e  and you r 
«ta(f people. * he said.

!n Alaska, almost a ll o f the 
information about the land 
trade came from  Sm ith He 
w o t*  a 42 page analysts that

public ly reviewed land ex 
change, certainly in Alaska 
and perhaps in American his­
to ry ."  Sm ith said A ll i f  
these peop le , and Dale 
iTubbti is a good example, 
had an opportunity to voice 
their concerns ‘

T -obs disagrees 
• I give C IR I a ll the c r r tu  

in the world (o r getting wnat 
they got. Tubbs la id  Bui 
they got it because o f Michael 
C T  Smith ‘

One who apparently fore­
saw the negative effect o f the 
trade on state income was an 
aide to an assistant secretary 
o f the (ntenfcr Four montns 
be fo re  the leg is la tu re  ap­
proved the trade. Ted Bing­
ham. a career employee o f the 
Bureau o f Land Management, 
predicted the state would 
lik e ly  lose its share o f miner 
al royalties * from  the Swan­
son R iver o il fie ld .In ms memo, b ingn im  esti­
mated the loss at >4 m illion  a 
year He didn't mention Sec­
tion 14<gi and today he s un 
turn how he calculated the 
loss

Bingham's memo went to 
the p in t federa l-S tata Land 
Use P lann ing Comm ission , 
which reviewed the trade 
The warning went unheeded 

Bigger, more costly * n v n  
fo llowed as state o ffic ia ls be­
gan the actual conveyance of 
land.

G a llle t l's  lawsuit had de> 
layed the process fo r three 
yean C IR I used that time to 
assets the availab le state and 
federel land When the lima 
came 10 select. C IR I was pre­
pared to pick on ly tbe most 
valuable.

The delay hurt the tta te 
By 1979 the land trade was 

no longer the top p rio rity  at

state had agreed io  make 
well totaled poientiaily 1 r- 

veiopaole iand availab le to 
C IR I

Smith wrote that the state 
thouid retain land o f puouc 
significance, but hr dido t 
defln* *he term The memo 
doetn t mention producing oil 
and gat land, land with prov 
en o il and gas reserves, nr 
land with high o il and gat 
potential

From mv standpoint, it 
was SO obvious we wrren t 
going to give up o il and gas 
fields, that why repeat it. ' 
Smith explained recently I 
could have said we ahouldn t 
give them the G ove rn o r s 
Mansion I could have gone 
into incredible detail

I cou ldn t believe any 
body in their right mind -  if 
the process was working right 
-  would give them produc 
mg o il and gas leasesI f  at Rogers level there 
was a m isunderstand ing , 
that's a breakdown .-»me 
where in the system I -an t 
believe thai B ill Beaty who 
was rea lly  the penon reipon 
sible fo r implementing -me 
trade* had any question about 
that. Smith taid

Bea ty , who no lo n ge r 
works fo r the stare n  on sn 
extended tour o f the Far Cast 
and couid not be interviewed 
fo r this story

By anv measure Smith s 
faith in the review process 
was badly misplaced

When CIR I telected land in 
the Kenai and Sterling gas 
fields -  selections that -vouid 
transfer rova lty income from 
the state to C IR I -  ihe state 
convfv td  it

C IR I didn't just make the 
selections in (he hope that an 
incom peten t ou reauc racy •-* )I>M «»«•

never reviewed by the legisla­
ture

Current natura l resource! 
•r-o loyees say it is incredible 
mat ihe ttate could 'ran tfe r 
*o much land so qu ire lv

Not a ll o f the leatei given 
to C IR I were valuable, bul 
one o f them represented more 
than a third o f 'he stata s 
ow nership  in te rest in the 
huge Kenai gas field The 
previous year the lease had 
provided the state 1491000 
Today, it produce! more than 
S2 m illion  a rea r fo r C IR I 

We screwed up. to be 
quite blunt about it ."  said 
Ren Swanson, a land manager 
with tne Division o f Land and 
Wxier Management

While one group o f state 
emploveos was giving away a 
cnunk o f the Kenai gaa Held, 
a second negotiating team 
was hard at work on a second 
costly giveaway Tha negotia­
tor! wanted C IR I and the 
Seldovia Native Association 
to give up land in Kachemak 
Bay State Park

O ff ic ia ls  w ith the tta te  
Oivision o f Parks feared (hat 
C IR I would stnp-mine scenic 
China Poot Bay and b*fin  
barging washed root to grxv- 
el sta rved  H om er (o  ex ­
change fo r its g r a v j . C IR i 
wanted another HO acres in 
the Kenai tfai field.

In effect, the s u i t  protect­
ed the park by swapping lie 
income from  e federal gas 
[ease m the Kenai fie ld  fo r 
SiO m illion  worth o f grave! 
T ie  s ta le s mtere*« in the 
lease was valued at StO m il­
lion m 1979 Because o f recent 
gai pne* increase!, it m t /  be 
worth ISO m illion today

The dea l was n eve r re- 
v.rwed by the legislature or 
addreised at a public hearing.

Accord ing to G eorga 
Krista. C IR l't executive vice 
president, tbe corpo ra tion  
wanted quick conveyance of 
the Cannery Loop land be- cxusa w { knew Mil would 
never be conveyed after lUn- 
tom started to  flare the well " 

On May 13. 1779. a 40-foot 
plume o f (Ire from (he wall 
signaled a m a jjr  strtke 

For the state, the discovery 
came too late

On May I . Bob LeReeche 
had given a vay  the state s 
interest in the field by sign­
ing the Seldovia agreement 

On May 3. according to 
state records, the Oivision of 
Lands had asked ttate oil and 
gat managers to e s t i r t t e  the 
value o f the state triktreit in 
the Cannery Loop field With­
in days, they replied with a 
memo estimating Its value at 
150 m illion to S130 m illion 

According to stata petro­
leum manager B ill Van Dyke, 
the appraisal was based on a 
1979 f  is price o f 30 cents per 
thousand cubic feet Since 
then, gas prices have in ­
creased by more than 500 per­
cent. I f  the volume o f gta la 
the same at estimated In 1779. 
Van Dyke sa id , tn t land 
turned over by the state is 
now worth 1300 mi I boo to 
1720 m illion .

I d idn 't know  It was 
worth that much. Oenoeriein 
told a reporter last mootb 
Anuang  ae it may teem, the 

'Irst time in my Hie I had 
ever seen (Van Dyke • memoi 
was when you showed H to 
me '

It's not d ee r who is to 
blame fo r giving awar s u i t  
o il and gaa properties, or why 
the conveyances continued 
even after Ven Dykt'g roetno 
c le a r l-  showed that valuable. .  • . .J  b .4 _w___ l_»  A lOM

Dyke s Canoery Loop «p 
praisal. state offic ia ls gave 
C IR I another 10 acre* in the 
Keoat ( u  field 

On a separate orcasion *he 
Division o( Laads jrged  tn* 
federal government to give 
C IR I a 190-acre tract that Min 
t ra il and Energy Management 
had told them was - s r .  o f 'he 
Kenai field The tract * i»  
given to C IRI

Before the 190 acrei were 
transferred to C IR I. the state 
received W peicent o f the 
royalty tnrome from  the land 
State o ffic ia te cou ld  hav» 
blocked the tranafer and pro­
tected the -ocomv simply o r 
objecting

CIR I shouldo t have got 
tea any producing o r proven 
reserves.' said form er Miner 
a ll Director Tom Cook We 
recommended against convev 
uice o f o il and gas itnds

O fteo our recommends 
tioni were not given ■ wnoie 
lot o f consideration, ne said 
"Thart were tome convev 
ancei that were going 'o n* 
made irrespective o f *na i 
people responsib le  fo r  re 
source management thougnt 

Michael Smith, who iaya 
he was oot involved in tne 
day-to-day details o f convey 
log land, u id  ne didn t know 
about the objections raised bv 
Minerals and Energy Manage­
ment

Nobody said boo to me f 
had no way of knowing any 
body was even concerned 
sbout this W>»eo I found out 
■bout this -  that the ita ff b id glvan away iproduong 
tractsi -  I Just scretched mv 
beed and said. I can't believe 
it. "  Smith said

"How  in tbe bell could 
they screw up so bad u  to 
give away m  o il and gas
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S m ith  r e s p o n

The Daily News has done a public service 
in bringing to  ligh t errors on the p a rt of the 
s ta te  in im plem enting the Cook In let Land 
Exchange. However, the News, in both the 
orig inal Dec. 22 article and in its editorial, 
failed to provide an accurate overall analysis 
of w hat the  m yriad  dates, events and compli­
cated legal in terp re ta tions m eant.

F irst, the  News did not clearly  m ake the 
Im portant d istinction betw een the process of 
n e g o tia tin g  and  le g is la tin g  th e  o rig inal 
agreem ent, and th e  subsequent Im plem enta­
tion of th a t agreem ent during which the 
m ajority  of m istakes occurred. The exchange 
agreem ent itse lf provided for a fa ir and 
equitable exchange for a ll parties. Its pas­
sage was accom panied by  intense agency, 
public, legislative and legal debate. If errors 
were overlooked during th is  process, they 
w ere m issed by m any individuals, agencies 
and institu tions.

Second, the  News ed ito ria l’s im plication 
th a t the alarm s raised by some low er echelon 
officials w ere ignored is sim ply wrong. The 
N ew s’ own artic le  sta ted  th a t the Deputy 
D irector of Lands opposed the  exchange in 
bo th  oral testim ony and in  w riting  during 
the Senate Resources Com m ittee hearings. 
Several o ther s ta te  officials also actively 
opposed the exchange. However, in the end 
both adm in istra tion  and th e  legislature de­
cided the exchange w as in  the s ta te 's  best 
in terest. The D aily News also expressed 
ed ito ria l support for the exchange at the 
time.

Third, the unexpected benefits derived by 
Cook Inlet Region, Inc. occurred p rim arily  
from  unin ten tional, bu t certa in ly  preventa­
ble, errors m ade by sta te  agencies during 
im plem entation of the exchange, including 
acquiescence in the application of Section 
14(g) of ANCSA in clear contradiction to the 
orig inal in ten t of the exchange agreement. It 
is, therefore, pa ten tly  un fa ir for the  News to 
place any blam e upon form er Commisssioner 
of N atu ra l Resources Guy M artin as he had 
left th a t position  m ore th an  a y ear before 
im plem entation  of the exchange ev o i began.

Lastly, the  News article pointed out short­
comings in bo th  the s ta te ’s review of the 
In i t ia l  exchange  a g reem en t an d  in the  
process of Im plem enting th e  exchange. Many 
people were involved in  bo th  aspects of the 
exchange, and contributed  to  its  m any suc­
cesses, and its few failures. My role was 
certa in ly  p ivo tal in both aspects, and to that 
ex ten t I accept p a rt of both any blame, as 
w ell as credit. But why the problems oc­
curred is less a m a tte r of personalities, and 
niore the  resu lt of the fram ew ork w ithin

TTVUTfo 
E x c h a n g e  s to ry , e d ito r ia l

w hich the land exchange conveyances were 
made.

The N ew j is w rong in suggesting tha t the 
H am m ond a d m in is tra tio n 's  land  m anage­
m ent system  had v irtu a lly  collapsed. In 
fairness to  the D epartm ent of N atural Re­
sources and other sta te  employees who la­
bored in  good faith  to convey the large 
en titlem ent identified in  ihe  agreem ent, it 
m ust be pointed out th a t the background 
against which those transfers were m ade was 
unique in  A laska’s h istory.

In 1978, tw o years a fte r the land exchange 
was form alized and ju st as Im plem entation 
was beginning, the legislature became ob­
sessed by  land disposals under pressure of 
the B eim e H om estead In itia tive . I t m andat­
ed a series of duties and deadlines, to  be 
accom plished largely  w ith in  Just 12 m onths, 
to rem ove all im peouoents to  large-scale 
land disposals for p riv a te  ow nership. These 
m andates included complex ing identification 
of approx im ately  772,000 acres to  fu lfill the 
en titlem ents of A laska m unicipalities; iden­
tifica tion  and tran sfe r tc CIRI of its more 
then  415,000 acres; and Identification of tens- 
of-thousands of acres of p riv a te  land dispos­
als — tasks unparalle led  in the  s ta te ’s 
h istory .

Foisted  on an understaffed  departm ent, 
there  w as no w ay all those m andates could 
be m et w ith in  such un realistic  tim e fram es 
w ithou t significantly  increasing the proba­
b ilities  lo r serious errors. Expressions of 
these concerns to the leg isla ture  were shout­
ed dow n in com m ittee hearings as bureau­
cratic blocking of legislative desires.

This is not m eant to  blam e the legislature 
for a ll the  land exchange errors. But, the 
politics of "Now, and dam n the obstacles,” 
as exhib ited  by the 1978 legislature, alw ays 
has a cost. The full costs for the  roads, 
schools and o ther services which u ltim ately  
w ill be needed to support the helter-skelter 
s ta te  land disposals of the past seven years 
m ay never be tallied . In this instance, 
how ever, the Daily News has perform ed a 
service in identifying the unintended real 
d o lla r costs of the errors caused by having to 
hastily  im plem ent the CIRI exchange. The 
leg isla ture  and the people of A laska would 
do w ell to  keep th a t in m ind when m aking 
fu tu re  resource decisions w ith  sim ilar m agni­
tudes and tim e constrain ts.

—  M ic h a e l C .T . S m it h

□ M ichae l C .T . Sm ith It  the peat A laska director 

of state lands .

#
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Stata got its share  In  C M  la n d  dea l

People have a tendency to refer to the 
Alaska Native Claims Settlement Act as a 
give-away rather than a settlement of a 
legitimate claim. But let's look at .e facts 
In the case of tbe Cook Inlet land trade.

Cook Inlet Region, Inc., is In the most 
populated part of Alaska and most of Ihe 
good land around the villages was either 
homesteaded, Vullt upon by the government 
or claimed by tbe state. Mountains and 
glaciers were left.

We went to court and an Anchorage Judge 
ruled that mountain tops and g irders were 
good subsistence hunting and fish ing 
ground] for Natives. I asked. If  that was 
true, why not trade for some Moose Range. 1 
was than told by tbe Fish and W ild life  
Service that a moose couldn’t live up there, 
but a Native could.

c n u  appealed the decision and the Court 
of Apptals said they had never seen such an 
atrocious decision and reversed It. The De­
partment of Interior was going to appeal to 
the fcpreme Court »o C IR I, of which I was 
then the president, decided to go to Congress 
for help.

Tbe Alaska Federation of Natives laughed 
at us when we asked for support. To them 
we were not Natives, since we In C IRI were 
practically a ll quarter or half-Natlve.

Our land department prepared folders 
which consisted of pictures of villages with a 
little writing under each. There were also 
pictures of the mountain tops and glaciers 
we'd been offered by Interior. I  spent almost 
a year going to the congressmen and women 
who had voted In favor of ANCSA, lobbying 
to get their support.

The state said they had us over a barrel — 
that C IRI had to take whatever was offered. 
Bpt at the last Interior and Insular Affairs 
Committee meeting that I attended I was 
pleasantly surprised. I didn't have to testily. 
A lter calling the meeting to order, the 
chairman told everyone that "the Depart 
ment of the Interior and the State of Alaska 
are going to make an agreement with CIRI 
that Is satisfactory to C IRI or we are not 
going to appropriate any money for the 
department.” In a couple of days, the agree­
ment was signed.

Now let's talk about how the state got 
shaded. They received a "small amount of 
land" In the Anchorage area that was due to 
go to CIRI. Included was (he Campbell 
A ln tr ip , which contained over 20,000 acres 
ol land now worth over $100,000 per acre and
40,000 acres at Point Woronzof, Point Mack­
enzie, Goote Bay, Elmendorf and Fort Rich­
ardson that's worth $50,000 an acre today. 
Hence, the “small amount" of land the state 
received la worth at leaat $5 billion . Now tbe 

1 state Is crying because C IRI got $37 m illion 
In additional royalties. In addition, Ihe state 
and the federal government have received 
over $0.6 b illion In fees and royalties be­
tween 1950 and 1984. If the state Is getting 
shafted what are the Natives getting?

Without ANCSA. the title to the land each 
of us owns In Alaska would be no good. How 
would you, a property owner, (eel If a Native 
came along, said his relatives had lived on 
your land and that he wanted It back?

I write this letter because I feel that the 
whole story of the Cook Inlet land trade was 
not published. The negotiators for the state 
and for CIRI should not be judged too

harshly.
Ralph  A . Johnson, presiden t 

S a lam a to f N a tiv e  A ssociation

Questions on CIRI land gain
Your feature article of Dec. 22, "Stale 

mistakes cost millions" Is excellent. Report­
er Ronnie Chappell has done an accurate Job.

As noted, a key to Cook Inlet Region's 
acquisition of over half of the valuable 
Kenai gas field Is the federal land grant to 
the village of Salamatof. It was and Is 
unbelievable that Mike Smith, former direc­
tor of the State's Division o l Lands and a 
longtime staff member of th-» Federal-State 
Land Use Planning Commission, d id not 
realize that the land grant to Salamatof 
would, under section 14(g) convey much of 
the Kenai gas field to the Cook Inlet Region.

The existence of Salamatof as a Native 
v illage was very questionable. Section 3(a) of 
tbe Alaska Native Claims Act require* that a 
Native village, to be eligib le for a land 
grant, had to be named in the act under 
sections 11 or 18, or be romposed of 25 or 
more Natives. In the Egan administration, a 
protest was tiled on the grounds that Sala­
matof was not listed in sections 11 or 18 and 
was not composed of 25 or more Natives. 
Actually, most of the protests that had been 
filed were dismissed by the Department of 
Interior. However, the Egan administration, 
anticipating rejection o l protests, had ob­
tained from the Arctic Slope Regional Corpo­
ration a waiver of oil and gas rights on lands 
granted to the alto questionable village of 
Nulqsut, looted on the Colville River. Every­
one In the Division of Lands, at least those

employed prior h> 1971, knew that a regional 
Native corporation would acquire mineral 
rights to landa granted to a Native village.

A ll that U lke Smith needed to do was to 
ask the older employees In the Division of 
Lands, especially Dale Tubbs. A ll that Guy 
Martin needed to do was to ask advice 
within hla own couunlssloner’t office from 
B ill Fackler, formerly Deputy Commission­
er. Could Homer Burrell, former Director of 
the Division of O il and Gas, be right when 
he refers to "Teapot Dome?"

Mike Smith told your reporter, "When 
you're In a situation like  that with obviously 
support and Instruction from up the lad­
der. . ."  Who was on that ladder? Gov. 
Hammond? Sen. Slevena?

The environmentalists, as noted In the 
article, pushed for the lend trade that gave 
valuable gas and coal leases to the Cook 
Inlet Region Inc. The environmentalists were 
greatly aided by tbe flood of environmental­
ly oriented "planners" who flooded (he 
Division of Lands early In the Hammond 
years. Without line responsibilities and, for 
the most part, historically unconscious, the 
planners accept preservation and oppose the 
itate’s legitimate Interest In its subsurface 
wealth.

Still, there Is one bright spot that shines 
through the dark complex of state errors. 
Roy Huhndorf. head of the Cook Inlet 
Region, does a far better job of balancing 
development and conservation than the 
state. Now that the damage to state royalty 
Income has been done, I believe that (he 
millions of dollars from gas and future coal 
royaltlr* w ill be In the better hands.

—  Charle s F. Herbert

a
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Legal experts may advise state on recovering millions
By RONNOE CHAPPELL
Daily News reporler

T h e  A laska D e p a r tm e n t  o f  

L a w  m a y  c a l l  In  in d e p e n d e n t  

le g a l e x p e r ts  to  e v a lu a t e  th e  

s la t e 's  c hances  o f  r e c o v e r in g  

m i l l i o n s  o f  d o l la r s  In  o i l  a n d  

gas  re v e n u e s  lo s t  b y  m is t a k e  

d u r in g  th e  n e g o t ia t io n  a n d  

im p le m e n t a t io n  o f  th e  C o o k  

In le t  l a n d  t r a d e , A t t o r n e y  

G e n e ra l H a l  B r o w n  s a id  M o n ­

d a y .

" I t  m ig h t  b e  n ic e  to  h a v e  

the  b e n e f it  o f  t h e ir  t h o u g h t s , 

as w e l l  as o u r  o w n ,”  B r o w n  

s a id .  “ T h e n  w e  c o u ld  s i t  

d o w n , a n a ly z e  t h e m "  a n d  d e ­

t e rm in e  w h a t  to  d o ,

" W e  a lr e a d y  s ta r te d  lo o k ­

in g  a t  s o m e "  o f  th e  o p t io n s

a v a i la b le  to  th e  s ta te , h e  s a id . 

" B u t  w e  n eed  to  d o  m o re  in- 

d e p th  a n a ly s is  b e fo r e  I  c an  

s a y  w h a t  re m e d ie s , I f  a n y , a r e  

a v a i la b le  to u s ."

I n  th e  m e a n t im e , B r o w n  

s a id , " m y  f ir s t  g o a l Is  to  

m a k e  s u re  th a t  n o t h in g  l i k e  

t h is  can  h a p p e n  n o w ."
A c c o r d in g  to  a  m o n th s - lo n g  

e x a m in a t io n  b y  t h e  D a i l y  

N e w s , losses  o f  s ta te  r o y a lt y  

In c o m e  h a v e  be e n  s u b s t a n t ia l .  

P a s t  m is t a k e s , in c lu d in g  th e  

I n a d v e r t e n t  c o n v e y a n c e  o f  

p r o d u c in g  o i l  a n d  g a s  le ases  

to  a n  A n c h o ra g e - b a s e d  N a t iv e  

r e g io n a l  c o r p o r a t io n ,  h a v e  

cost a t le a s t  $35 m i l l i o n  a n d  

tb e  to ta l is  in c r e a s in g  b y  a t 

le a s t  $5 m i l l i o n  a  y e a r .

S t a t e  o f f ic i a l s  a ls o  g a v e  

C o o k  In le t  R e g io n , In c . a n  

e s t im a te d  $300 m i l l i o n  to  $700 

m i l l i o n  in te re s t  in  th e  C a n ­

n e r y  L o o p  g a s  f ie ld  n e a r  K e n ­

a i .  T h e  f ie ld ,  d is c o v e re d  in  

1070, is  s c h e d u le d  to  go  in to  

p r o d u c t io n  n e x t  y e a r .

P ro c e d p re s  g o v e r n in g  th e  

d is p o s a l o f  s ta te  la n d  h a v e  

b e e n  t ig h te n e d  c o n s id e r a b ly  

s in c e  1082, a c c o rd in g  to  s ta te  

o f f ic i a l s .  F o r  t h a t  r e a s o n , 

G o v . B i l l  S h e f f ie ld  Is  " s a t is ­

f ie d  th a t  th e  e r ro r s  (m a d e  b y  

t h e  H a m m o n d  a d m in i s t r a ­

t io n )  c o u ld  n o t  o c cu r a g a in ,"  

s a id  S h e f f ie l d  s p o k e s m a n  

J o h n  H i l l i a r d .

A c c o r d in g  t o  H i l l i a r d ,  

S h e f f ie ld  Is " g o in g  to  w a it  f o r

a c lo s e r  r e a d in g  o p  t h is  t h in g  

f r o m  th e  a t t o r n e y - g e n e r a l 's  

o f f ic e "  b e fo re  d e c id in g  w h e t h ­

e r  i t  m a k e s  sense  fo  p u r s u e  

th e  lo s t  m i l l i o n s .

H o u s e  S p e a k e r  B e n  G rus-  

s e n d o r f , D - S lt k a , s a id  M o n ­

d a y  t h a t  h e  b a d  d ir e c te d  h is  

s ta f f  to  r e v ie w  th e  o r i g in a l  

a g re e m e n t  b e tw e e n  C IR I  a n d  

the  D e p a r tm e n t  o f  N a t u r a l  

R esou rces .

" I  w a n t  to  k n o w  m o r e  

a b o u t  i t , "  G r u s s a n d o r f  s a |d . 

"T h e  s to ry  h a s  b ro k e n -  ( lo w  

w e 'v e  g o t  to  v e r i f y  th e  fa c ta . 

I t ’s s o m e t h in g  w e ' l l  h a v e  to  

s p e n d  s om e  t im e  lo o k in g  a t ."

O th u r  H o u s e  a n d  S e n a te  

le a d e n  w e re  n o t  a v e l l t b l e  f o r  

c o m m e n t  M o n d a y .

I f  t h e  s tp te  a t te m p ts  tc 

re c o v e r  th e  lo s t  r o y a l t y  in  

c o m e , state* o f f i c i a l s  h a v i  

s a id , th e  c h a l le n g e  w i l l  b< 

b a s e d  o n  c la im s  t h a t :

•  S ta te  la n d  d e e d e d  to  C IR I 

w a s  c o n v e y e d  b y  s ta te  o f j i  

d a is  w h o  la c k e d  le g a l  a u t h o r  

i t y  to  e xecu te  th e  t r a n s fe rs .

•  S ta te  a n d  C IR I  o f f ic ia l )  

a s s u re d  th e  le g is la t u r e  that 

s ta te  r o y a lt y  In c o m e  w o u ld  

n o t  d e c lin e  as a  r e s u lt  o f  th< 

C o o k  In le t  la n d  t r a d e .

•  T h e  s ta te  Is  s t i l l  e n t it le d  

to  00 p e rc e n t  o f  th e  r o y a lt y  

in c o m e  g e n e ra te d  b y  fe d e ra l 

o i l  a n d  g a s  le a se s , e v e n  w h e n  

th o se  le ases  a re  p a r t ly  o w n e d  

b y  N a t iv e  c o rp o ra t io n s .

Vandals play Scrooge, tear down home’s spectacular holi
By LARRY CAMPBELL
Daily News reporter

There a re  s o m e  h e a r ts  th e  h o l id a y  season  

< - n t ly  do es  n o t  s o fte n , as G a r y  a n d  

i ju r is  M u e l le r  le a r n e d  M o n d a y  e v e n in g .

O n ly  la s t  w e e k , t h e  M u e l le r s ' E a s t  A n ­

c h o ra g e  h o m e  h a d  b e e n  a  sp ec tac le  o f  l ig h t s  

th a t  c a u g h t  tb e  e yes  o f  ju d g e s  a n d  a  firs t-  

p la c e  a w a r d  In  t h is  y e a r 's  D a l l y  N e w s  

C h r is tm a s  L ig h t s  C o n te s t . T h e  h o m e  w a s  

fe a tu re d  in  S u n d a y 's  D a l l y  N e w s  h o m e s  

s e c t io n .

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

d o u se d  b y  v a n d a ls  w h i le  th e  M u e l le r s  w e re  

o u t  s h o p p in g .

" I  w o n d e r e d  w h a t  w a s  g o in g  on  w h e n  w e

d r o v e  u p . I  c o u ld n 't  f ig u r e  o u t  w h y  th e  l ig h t s  

w e re  o f f ,"  G a r y  M u e l le r  s a id . " I t  to o k  m e  

a w h i le  b e fo re  I  t o o k  a g o o d  lo o k  a n d  f ig u r e d  

o u t  It  w a s  a l l  t o rn  d o w n ."

T h e  M u e l le r  h o m e  w a s  the  b r ig h t e s t  sp o t 

i n  t h e i r  o t h e r w is e  d a r k ,  o u t- o f- th e - w a y  

n e ig h b o r h o o d  o f f  M u ld c o n  R o a d . E v e n  a 

n e a r b y  s tree t l ig h t  shed  less l ig h t  th a n  th e

4 ,000  to  5 ,000  l ig h t s  s t r u n g  a b o u t  t r ia n g u la r  

s p ir e s , t o w e rs  a n d  a rc h e s  o n  th e  M u e l le r s ' 

c o m e r  lo t .

F o r  e ig h t  y e a rs , M u e l le r  s a id , h e  a n d  h is  

w i f e  h a v e  a d o rn e d  t h e ir  h o m e  w i t h  l ig h t s  f o r  

th e  h d l ld a y s . T h is  y e a r  th e  spec tac le  h a d  

t a k e n  t h e m  m o re  t h a n  a  m o n t h  to  c o m p le te , 

a n d  th e  n e w s p a p e r- s p o n s o re d  con test re-

W « rd td  t b t m  w i t h  *  >300 d in n e r .
. T h e  M u e l ls r s  t u r n e d  d o w n  th e  p r iz e  a n d  

a s k e d  th e  m o n e y  b e  d o n a te d  to  th e  S a lv a t io n  

A r m y .
S in c e  th« h o m e  a p p e a re d  in  S u n d a y ’s 

n e w s p a p e r , M u e l le r  s a id , th e re  h a d  b e e n  a 

s te a d y  s t re a m  o f  c a rs  lo a d e d  w i t h  p e o p le  

c o m in g  to  see b ig  h o u s e . M°n(*ay c y e n in g , 

h o w e v e r , s o m e o n e  c a m e  to  d o  h a r m .

S o m e t im e  b e tw e e n  5 p .m . a n d  8 :3 0  p .m . ,  

v a n d a ls  k n o c k e d  d o w n  th e  l ig h t e d  s p ire s  o n  

th e  r o o f , s m a s h e d  a  s t r in g  o f  l ig h t s  a to p  th e  

c h a in  l i n k  fe nce  a n d  u n p lu g g e d  r o w s  o f  o t h e r  

l ig h t s  a lo n g  th e  h o m e 's  e ave s . L in e s  o f  

e le c t r ic a l w i r e  h u n g  lo o se  a n d  w o o d e n  t r ia n ­

g le  f ra m e s  w e re  t o m  f r o m  th e  r o o f .

N e ig h b o r s  si 

a n y t h in g , b u t  

c o m e r  w a s  d a r  

S t a n d in g  in  

a t  th e  d e s tru c l 

s h o o k  h is .h e a i  

H e  s a id  h e  w l l  

b e  a b le  to  f ir e  

s t r in g s  f o r  C h r  

" H e re  th e re  

a n d  th e re ’s n o i 

a b o u t  t h a t ,"  h  

it ?  J us t s h o w s  • 

" I  d o n ’t k n t  

h a p p e n s . I  g u e i 

t o o ."
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THE FINANCIAL PICTURE FOR COOK INLET REGION INC.

NET INCOME

TOTAL ASSETS *

Leader steers CIRI on a wealthy course

•y  s o m m  C H * m u‘*ewt'K»tW 
• *985 Acc*Yy«pe 0«*r

Rum pelitiltiiin . the dwarf who spun straw mto (Old. could have taken le« sons /rom Rnir Huhndorf the president 
i f f o o t  faitt Region Inc 

Huhndorf took An offer o f g lam "  
and mountamtops anfr turned it into a river nf -ssh fo r his company and ev*nr 
Native corporation ttiarenoider •«* Alai •a

Th»r» was no hocui pocui. no ileignt 
/*f hand

Huhndorf \ \  uted intelligence 
•-•.ghness. tenacity and Health 10 *.axe 
•in  -a n . 1 " f f  the ttate in ose of the 
most •-rnpiicated land trades ever nego- Mated At a m u lt , hit Anchorage-based 
Native -egional corporation will ••nllert 
hundred! «f millions of dollars .n Ml 
and a n  **venu*i the Mate never intend 
•d m |tve t * i»

Huhndorf i« outMng the money 'o lo«d ne T«dav the 'rorT>rtriiion  i« 
»mnng the leanest and moit profitable n me itate CIRI emplovi ju it AS 
people Expenses account for In i  man a •hird of annual revenue!

The '■nmcany hai kept nv«rneid low ►>* searrning out timng oartnem *nd 
•nvMtlng with *h?m in a number of •••rr*tifu | ventures CIRI owns a tub 
t'snMil interest n in nffsnnre drilling 
••g n on shore drilling ng i a North 
>ii'pe construction company tnd *he \RCTV  affiliate n Hartford New Ha- 
•n ConnCIRI aii« i« neaviiv involved m ’ he 

development of industrial. *nmmemiai 
and residential oroo*r*v n Anchorage 
Juneau. Southern California. Hawaii. 
Virginia and New O re  ins 

While some other Native corporation! 
am it-jgg ling  to keep Outside banxa at ray C IR I n  collecting in t tm t on moie 
•han IV! m illion in sacumies 

Since 1982. C IRI hat funneled more than M l million to other Native rorpo- 
•m oot under Section 7(1) o f the Alaika 
Native Clatmt Settlement Act Section 
’ in -equirei regional corporation! to 
snare *0 percent of their resource in- -«>me with the o'her regional corpora 
mom According to Huhndorf. C lR I’t *am:ngs have helped two corporation! 
stay out o f bankruptcy court

In contrast C IR I hai received less 
ihan ft  • million in T*t» money from the II other regional corporation!, tome of 
which are peireiv»d to be more success- 
ful then C IR I Sealaika Coro in Ju­
neau. fo r example, hai been lilted 
among the country ! 1.000 largn t mdui-

5ee Beca *epe * jx n oO * f

Huhndorf keeps 
his eye on assets 
—  not limelight

Officials fake steps to learn from state’s mistakes
tyAOWN*CHARWfU.Oee* '•oont 
• '965 Anchorage Oee» *e*n

Reiourct! Commmioner Either Wunnicke 
hai aixed ttate attomeyt to tee «f the ttate ran 
recover million! o f d o lltri in oil ind gai 
revenue! it mntakenly gave awav in tne Cook 
Inlet land tradeNo decmon on whether to pursue the lost 
million! in court nai been made. Wunnicke 
la id We re leeking advice from the attorney 
general to guide ui in future action! ’

But Cook Inlet Region Inc. the Anchorage- 
based regional Native corporation that gained 
from the ttate mistakes already is digging in

to protect ts interests .n the Cannery Loop. 
Swanson River. Braver Creek and Kenai oil 
and gai fields 

In a 16-page memo delivered to ttate officials 
this month. CIRI attomevs describe a ttate 
claim on Native *o*aity income at a direct attacx upon me integrity of the Alasxa Native 
Ciaimi Settlement Act and a ciear threat to the survival of many Alasxa Native corporation! 1 Thev altn w an  mat any effort ‘to deprive 
A laika Natives o l revenue! from their lands ' 
could prompt the C»ngress to reduce the state s unique and extremely generous 90 percent ‘ share o l federal oil and gas royalty income 

In an effort fn prevent future mistakes.

Wunnicke also will make permanent a land 
transfer review process, established m 1942 
Before that, the state lacked a formal proce­
dure for reviewing land selections The state ilso will sudit a ll -is past land 
conveyances undsr the terms of the Cook Inlet 
land tradeIn this time of declining revenue we can ill afford to g l/e away a producing oil and gas 
lease, u id  Cary Gustafson, the state s chief ; 
land manager 'We have built in mecnanisma to keep that from happening It wtll not happen 
again, unless of count, it is intentional "

See Goes »*g« JTAff



Huhndorf keeping a stealthy head, steady hands a t the helm of CIRI’s financial empire
m

 ̂ —< /- - * ̂  Ifkl a# |  a ,1 lna

:y«A j<o *or" P>ge a » |
tnai rompamet C'RI hat never sought mat 
kind of «i»«*"«n 'he ■*'*>* 
rate and s '" ’ * *han 
m<i •-»" sr**s *f -••?%•• »ni * jbsuffa* •  11. *•••.»•neen appraised

Hunndorf would rath*** par hi* «tnran-»ide»s nig I • v . 
lands - four Mme* '1* .i/e nI 
-•her Native --»iro«*ati.*m ••nd ketp a .o» , profile i ( f  
»v«*-di public 's *r-i .men 
•h im  •'« oo'fi's C«RI dnegn » 
have » puour •elstwns a*- penmen* and as « *-i»* 
•toesn * issue ur»«* >e<ea«ea

•hemielvee Hybrid'**? *a*dThere are "tne* **s«nn« for 
doing outmesi q jie t lv  Slate and federal agrncies aiui awe 
CtRt more *han a million acres under 'erros it 'he C-*nk 
inlet land exchange Publicity 
generally mea"! «mnt*f.ve»nv 
and nothing gurrn 10 ihe wheels i f  government tnd 
me p rom s i f  ob'aming .and tike :ontrovemv

Huhndorf grew up in a mg home m Nytain m Atnaba* 
ran village on me Yukon Riv er The family n.io a 'arge 
\ege*eble garden and hunted root m the fa ll lit* nminer 
a Native se«ed fur garments and hit father < rr«i»e*i «ert- 
icemin w»s one o f me *•*• 
villagers with 3  ram  .nromeAt 13 Huhndorf left Nula 
to to attend Ancnnrage High 
SchoolThere was s-me preiudire 
aimed it me pe*innailv he 
recalled I f  v«u *ake it sen 
outly. it -an make vou nave a 
*retty .0 *  opinion of v«ur 
aeifWhile managing C IR I 
Huhndorf found rime to n 
•end rnilege -i.asaes ar mght In lM4 he fereived hl» di- 
plome from the Cnivertity of 
Alaska Anchorage At the

time he was * student, he wai alto e univeni1* *egenl He is 
now president of tne Board of 
RegentsAs a »«*ing ma.s H (Under* a sire.ed Outlidem .114a .and
mat sad neen hunted and ' •*•1 hv Ni* \ *  s «i4 >na fnr 
m • •o*n . * Ift) /•!(«

Eseo me «• ate partirips’ ed 
n me and grip Entire vil •ages 4 ere goootfd * 0  Huhn dor? laid le«pite provisions 
m me Statehood hct mat pronibitrd m te  <ei*rtions .n vraas vubiect *o aDonginii
• *ie•h is iin iw r* :" !  •n n fie t 
'»me *o a head m rne mid i#eP« wnen Alaika N»nve« 
•saimea to awn Prudhoe Bs* 
ind me *hrr*dnr needed 'or me ••ins Alaika pipenne The 
o il *ompanirs fougnt the 
c:«tm in -cun . and :ottIn .97! *he Alaska Native 
Claims Settlement Acs gave •he state -jnronteaied *i?!e to me P-jdho# B iv -it fietil
mowed con«iojp»ion *1 me 
pipeline sod '•rested more 
than a hundred village tnd regional Native *orpora*ions 
and .ested mem with 19*2 
million and I* million acres A tot of psopie tend to 
ignore the legality o f 'he «et- •lament act Huhndorf said 
Chanie aiwnvs Bo'hen i«m» peopia There are Alwavs •hflte Who resen* ••
Tor C IR I however 'he «»i• amen' i*» n t  i  noiine 

promise Most «f *he de* e.np 
ao<e imd witnin .ts bounds 
•tea had heen **xen Millions 
of 1 ayes were tied up n me 
Chugacn National Forest and 
the Kenai Nations. W ildlife Refuge The state had seieoi»d 
million* more and homestead 
ers had gobbled up the rett

'When the Secretary of the Interior tried to satisfv CIRI s 
entitlement with mountain- 
topi and glaciert. Huhndorf m d  we knew 'her* was not 
going *o be s fair settlement

We te*an* going *0 stand ttill for mat
Af*er • «. •*•- * **und•n murr C lW  **nt •« me 

V S Cingress fnr neip 
S 'n n g  <uppov frnro San 
Hen-v Jarxson 0  W.ssn snd others gav* CJRI me t —r ,1 
needed '0 ora a compromise 
•>ut of the Department of Inte-••.if

Federal i f f r o i j l t  'ffered 
me rorpn*s*.«»n more than 
.’ W'tJO scras n me Ksnil Nanonai Wi'dl'fe Refuge me 
Swanson R-\er n ; fieid md 
ieva»s' .arge *«vm •( 'ederai 
:and in me Arrn«.»sie Bowl 

C IRI *urmed d -an  the deal The rorporstmn eat au ra  ' 0  
give up •wa mirds %»f eon ticment snd me sssat* it was 
ree#i\mg *•••»> t v an.ao<a enough Huhndorf said 

The state ,ninad me talks 
during *he sprmg «f N7A ha 
-ause it had 1 a*a»v of 
interests .t ranted pro 
tec  Huhndorf i.s.d Sis months .atrr Congress »o- 
proved a mr«* a-sv ••nje mat ne'ted C IRI m<*»e -nan ' r i i  
lion icrec

The tiate 'ontitouted SI' 
<M0 teres on tne Ken.ii Pamn 
tuia md 110 WO acres m me Beluga area The Beluga 
iandt rooiamrd more man NX) 
million 'ont o f xnown coal 
•eser/ei

> e  AtAvx.i • g • •' »*e <u prnved me sev .**. t | ,rp 
1 *f md '” * •**  I e*1 •!!.»•C IR I n d  »»*,edin-.| .•%
rin ros to Ssa «n» m K«.e- md otne* o .f • -,d» «.v *ne
presen* income *1 me .* i»e vf 
A iasxa'ouid oe maintainedDespite Huhndorf s -esti 
monv C IRt later

• *.’ t»-d See*—n :4»g- v( **se 
• "  emrnt sc* *o ' i s *  more 
tnan a third of tne rusaitv 
income generated by tne Swanson R i .e r  md Betvea 
Creek fields• Nomnb.ed ttate and fad 
a ril lands m  the huge Kenai get field fo r convevanre — 
me -nrporatton It paid tne — i i  »l a lawsuit 'hat mowed 
me Sa;am«tof Native Assam a •tun m ge* sdditnnat land *n 
•he Kenai ficid• t ‘ *ed an agreement ie signed to prnseet Kameniax Bay R*ve P ark *r» *iae -..e r 
•he j*s*e« .ntereif ,n 1 new gas fie ld  n ear Kenvi *h.it 
could oe worth I  Vet million * I'-k l m illion *"he fieuj ariil go 
m ti due*u*n nest v*arHunndorf .nsists he md 
other —m oany o ffin * .* 1id on* a i l . * id  swmaxe*« At 
•he *ime *ne " id e  was .rder 
—nsideration *»v the eg » « 
ture C IRI had 101 mevtedthe effee* -.f tt<gi <.i< M -f 
revenue from  Swanson R ** 
he laid

Bv nominating traces -n the 
Ke-ai gas * • 1 C!R l was 
e.v •ifing to oo*»m me beit snd s.-ai.ao e f.od» r me 

*gre**“ eo* scpr-.ed o* me 
agi* s* .re m» s'ate -ad so 
snm , ’ t  *rghi "o o -ira  tnose 
.4 ns Hunndorf said ita 'e  .*ffie«a,| ‘ nre-v -ve»
■ ia t —at p-»*er Instead 

give ! * • *  -evanurpro- >. eg eases >n «tiis,ng 
' * 1 1  The *ne move -hess j.s .am  jt  me Alatxa Oeptrt 
■neot <f Natural Renoum  
proved «o match fo r tne sn 
.ee haired grandmaster and i.« -esm 4* CIRI

"he C IRI s’ rategv a n  11 
sr- -nreived and sm*>sthlv ■•sê ited *ha» s decade later 
the pres.dmg itate 'Ifina.s 
stn! dido* ••sine me migni- .de of their mistakes 

Almost evervnne agrees thi* CIRI sur-e*ded oy xnow 
ihg me geme snd me njies 
he**e* *han •« opponents When cnadb.ocxs were en 
countered C IR I negotiators 
sturx with it until tne treu 
blesome faces o r polteies 
changedWe Ve got a health? re- 
spec* f«r C IRI that comes 
fr-m  expencore, said Garv Gustafson. •**e' -htef o f .and nssnaicmvfst *"rthe ssate 

Gustafson warn t mvoived 
in *he nego*. it ton uf the land 
•raae and nad ootntng *o do 
with the ios« .sf s t itr land in 
producing oil md gas fields Of i l l  me Ngtive -orporj- 
•ions we deal witrt iCIRI* <s 
*.*se mo«t astute. Gustafson 
•aid I f  there s a mec»ing. he 
11.d. CIRI Aiwayt prepares •hr agenda If meres an 
ig jeem fif *o be worked aui 
they always prepare the first 
draft

The tactic H effective »n cnmpies nriotixtions G'istaf 
I'm <aid Orcauie he «no r«ru.~Mt *ne script usually 
g**s what he wants

T'dav tne state is still

iutma**hed The O f. i.n*s •* »ns i n  
Wat#* Manige-e*" «ss .«• 
•* > pecc.f *• I "* I* *g t r j  mp.e***»n* ig i * l ' | f S |* |M  We ire »**e«*-ed •** m,« -j* 
m  matter now g-vsl inrse peno.e |r#- ,1 S t lf f c-4 * • v 
seep . 0  G .s ’ Slsne h ,1  
Ctpe<*a..y anen *.'tR| knows esartlv wnat me* •• Somg and nas four aeoo,e sst.gr.ea 

•0 me *gsa We •• 
a.I me time md me* *• goi a
hit teimCIRI *as ’ numpned m l p» lf t'ed *ve* *.S business 
-cur*e*par*s Vnoen Cars the .‘ atifomia in  mmgao* mi* sptraies •he Sec*. <ss *ie.1 will snn*s p |»  CIRI 
more man 110 mi.Iion .n ret 
roacstvt roviitie* *n iat.*»i gat sold to 'ne L'ooca. Cherm rat piant .n N ikilki The set 
t.ement s.«o *ricirs me unct mat CIRI *he ttate md me fedem  governmeo* »ili get 
fo r r iv i itv  gas

Unocai md me -me* *o**s 
parties »itn an .n*e*»sc m me Kenai fietd -ie me nv we 
got those lands seid CIRI 
Executive V.ce President 
George KnsteAg reem n t has peen reacned on me viiwe of royal­
ty gas delivered to Cniur Natural Gat Co . a utility that serves more *nan N) 000 rus 
tomen in Ancnorsge. the Ma- tanuika Vatlev and use Kenai 
Penmsuia

According *n Enstir olfl- 
-tals. settlement o( that dis­
pute will -ost the aversgr residential gas consumer 
about ISO spread over a pen- 
od of 20 months

Hunndorf is oroud of 
C'RI's performance out net 
hrsitant to sm it aoout it it t a Bit of pennoia. ne 
snd :n in interview that • -  
porten were not :..owed *1 
record AnyttmT a Native corporation does welt peooie 
reient mat

Statd officials examining legal avenues to see if Alaska can recoup tost oil, gas revenues
Conwvd»omP>7f A 1

Recovering 'he o il and gas 
lands that sireadv have oe-n 
lost could oe difficult Gustaf 
son said Most - f  (he states 
options loox like long snots Thev r* being MmsiderH be­
cause we f t  ‘ooking at a ll 
possible avenues to recover lost royalty income or ease 
•rvrnuea.' Gustafson said Losses of •ow itv rn im r 
have oeen suostantiai Past mist.ixrs nave rots me state 
st east 13' mii.'mn snd the toial is increasing at a mini 
mum of I '  million a vear 

Although ifg is laton were 
mid 'he I  million v*c deal 
we-jid keep O**'* Inlet Region Inr from mppmg \t s»e *pyal- 
iv .nrome me Anchorage- 
hased Native corpoc.inen has 
made more than J7*l million 
•n Cook Imet ml md gas 
pmdunion R'ste o f fin a ls  ai»n gave 
»»»» a I30H millmis *n 1700 
muimn .merest m me Can 
ee»v Loop gas field near Ken
•*1 The field discovered in 
1 #70 ■« tcneduled to go mto pr-idurnpn ne'., vear

Purum g the lost millions Will he poiiuroilv difficult 
Smcs IMS. C IR I has distribut­
ed 144 mi.Iion to other Alaska 
Native corporations, repre­senting more than OOOno Na­
tive inarenolders

Strong Native support was 
crucial in LM2 in the election

of Gov B ill Sheffield Shrf 
field w ill need their 'antin 
ued tupport in I9M election 

Thu is a no win situation 
for Sheffield said one form­
er state o ff ic ia l He s damned if he goes after the 
m.mev and he 1 damned if he dcesn ?

If the state decides to chal­
lenge *he Coox Intel .and 
tran ifm  Gustafson said, it 
will l'g-je st

• State land deedrd to CIRI 
• st ronveyed oy state offl 
ciali who lacked legal author 
uy to execute the transfers

• State and CIRI officials 
atiured ihe legislature that siste rovsltv inr»me would 
no* decline is 1 *esult o f me 
Cook Inlet land trade• The state mav still 
entitled »o p*rrent of *hr •n*alty mmme geneniied hv 
federal oil and gas ! •« «  cv*n mougn *he 'cases are p a lly  owned oy Native mr 
pun* innsIn a Nov d le***»e *.. Martin 
Richard i f  :he Alaska Depart mem of Revenue former As­
sistant At'onsev General Tom 
Meicham argues tnat the 
state s 90 percent rova lty  
share is a valid t in t in g  
r.ght ' under Section IKgi of 
the settlement act

T h e re fo re . Meechem 
wntrs. transfer of * il and gas 
leases to C IRI rould not im­pair the states right to re­

ceive continued royalties 
from 'C IR I’S' portion i l  me 
leasesIf Meachim is en rtc' me 
state ' lu ld  recover mere man 
MO n-.iliion and prevent me Ints o f m illnns more

CIRI romends mat Mea 
'n ,in  s ma.vv.s .•ontridicts 
me legislative nistorv and 1st • r  ippnratioo if me settie 
men* set

The state » rign* •».* -*vai 
ty income #r«m f*d«rai eivev. 
• s a denvative right ---c.n 
jent upon nntinued federal 
ownership of ih r leases CIRI President Rov Hunndorf said 

As soon at federal *»n*r 
ship e-ds *he st .to > right* 
.* * f..e»inued •nv i-*e aav 
menu, end

The** inps*»"*'v have 
neen no mun -aies mat di *^ i|v  snaivir whether 'he 
state s<interest in federal roy i.tv .ncime* is a valid et 
istmg ngnt under Seciirn 
I i<g- - f  me *e".emeni art. 
C IRI attomevs said II such 
a claim were ivserted t 
seems near that .it orartiral 
resolution would he a task ultimately left for Congress 

Gustafson agrees with CIRI 1 interpretation of 'he 
law. out n il tsxed for an 
opinion from the stiomey 
generel s offlct oecauit *H’s 
too important to have any 
question marks remaining 

Chances also appeir slim

that me state -.in reclaim osl 
revenue jn  g—ynds mat state 
officials acxed S'l'hneitv 10 
give awav m l snd gas .eases nr mat on-.es anre st me 
leases .m u ted  'he .ntent i f  the .egis:.ature

Bom pyesrmns nave neen 
*es:ewed nv -tate s'mmrss 
Before

I f  anv jc u o t now esist« as 
10 me egai autnontv i f  me p«".-n  w fs-s eve-u*e«f i'a'e . I r n ls  -f »!•-• mi* 
douot A.'uid Aimn«* e- 1  n.v 
be —solved ov * '«<ir* n favor »f *he i-n«»eis» **-..i 
partv C n -k  Inie* R -gi *•» 
In'" *'"**« Meirh.im *n No 
*. »nP*r I lAss!• . -nv mnr'usinn mat 
me- ease *-lC!S n-v.e oeen -•revocao lv  *m /ev«d

*^*::r i
in 'S to b e r  l ‘i*d Bill*- Ber ••er d rec to r **t me Divisip- 

of Legal Services advised me 
Ha-use Retearxh Agenr* m.at •he 'egisiative !sist*.fv nr ,n •en» *f me legisiannn d-es 
not provide a legal oati« fnr return -f *he leasesAcc'-'ding »/» Gu«tafti*n. 
ihe Siam * o*si nope for cu* 
ting us lossei mav lie m the 
erroneous conveyance o f sev e n l federal o il and gas leases 
:o the stale during the ta rlv  iW t  The Bureau of Land 
Management discovered m* 
mistake in March IMJ and asked tne state to return leas­
es tnat include 163 acres m

the Kenai and Cannery Loop 
gas fie ds

Returning tht .eaies could 
work m me state s advantage Under 1 ;»71 agreement, the 
state \ opiieaied to **»nvev 
that and snd sny *eiaied 
suosurface resources to CIRI 

By returning the mineral 
ignts — me federal govern 
-en t Before giving me and »n CIRI the state rouid con- • iou* •-. '**lect x) percent of 
me «*vj.*v income (ram me 
!ea«*s • 1 Mtaftfln said

’ n mis case, we can nrep 
tne situation from getting any 
A«rs» and we mignt be able •n 4ndo part o f what s ai 
r*ads happened From me 
state s perspective, that t im­
portant

Improvement! in land ron ve.-anre practices tnouid pre­
vent me lost o f valuable ml 
and <j* land in the future Gustafson said

In the iid  days lands were 
conveyed quickie without p<o!iC hearings or legislative 
review

We couldn t do that to­
day he said

Sis veam ago the agency 
didn t Hwavs research every 
pier— rtf state and federal land 
proposed for conveyance 'o 
CIRI Tcda* mere it a title 
search on each tract

This te ll: us i f  the land it 
even eligible for conveyance 
to CIRI. Gustafson said The

review recently turned up 
several vaiuaolc rcicis i f  fed­
eral .and mat didn ? oeiang id me pool from which CIRI 
seiects Among the-* was 1 
HO acre parcel n**«* Klati 
Road and Minnesota D**ve State resource »g»** <•«* sr* 
ibw notified of proposed con- 
ve.incet tnd given «' daes *.o 
:*soond No action -s m en 
until each has delivered ti 
••'■immendations n urrtir.g. 
•0 me Oivision i f  Land and Water Management

In 1379 it *ook me Divi­
sion o f Lands ;u tt nine months to giv.s i » i r  'J-jOO 
acres of land. 41 oil snd gas 
leases and a third of -.he 
states holdings m me Kenai gas flold Tht transfer was 
never the subiect of public 
hearings or reviewed bv the 
legislature

In contrast, it has m en  the 
state sis vears id rompleie a 
much smaller trade simed st getting the Soidovia Native 
Association out H Kscnemak 
Bay State Para

And tnat deal Because it 
involves sta't land valued at more than 13 million, eveniu 
ally mult be approved oy the 
legislature•I'm comfortable 'hat the 
p rom t gives ui tne informs- 
•ion we need to m r  in 
informed dscmon tn me Best 
interest o f the ttate Gustaf- ton said



State m istakes in land deals with Cook Inlet Region re su lt in losses of up to $500 million
 I «-r" *• i }

TV itnng «f erm rs and 
miiu/*deru«/>dira that proved 
*> -mile •« *»i# mate cam# 
ibnui *  pa* ly r iuw• Biller duoutm within the Alaika iwp»nmm *r Natural 
Rnou irr «*Ol «t giving 
in* trade ure-m rm  *ne not* scrutiny it required

• Krv -late employee* wet# 
(Aul out ot negotiations

• Legislators were m ined 
by nate and CIRI o ffic ia l! •h«i «i«ured »hem 'he tn d f  
•njuld not reduce n a te  rev*, 
nun TV tame officials now 
' i f  they misunderstood IV  
Hreemem and i l l  effect on 
stats oil and gaa incoma• Workers responsible fo r 
c...veying land to C IR I arera never told not 10 give away 
producing oil and gss fields• The stale traded away land before it anew what the 
lend was worth• The recommendations of 
oil and gn managers were 
ignored by land offic ia ls car­
rying out the tridsAt one point, con fu sion  
within the Departm ent o f 
Natural R tto u rr t i w as to 
-omplete tnat o fflc ts li agreed 
to tell gaa they had m istaken­
ly given away the yea r be­
foreC«en today many o f  the 
individual! involved in the 
Cook Inlet trade don I rv a lu e  what nappened

O a r God. muttered Bob 
LeResche. the former comm it- 
tionrr o f natural resources, 
when told recently that ne 
had tigntd away the state a 
IMirett in a major gas fie ld  
aa pan of a I P ?  agreement to prevtnt gravel mining in Ka- 
chtmik Bay

>(t ii luit outrageous." Lw- 
Retch* taid Somebody got 
tnookered I certainly feel as 
though I did "LtResehe m d  he trusted 
subordinates to hsndle the CIRI land conveyances In ret- 
roipaci. he said, that was a 
mistake ‘ I wai being treated 
like a mushroom.' he said 

The Cook Inlet land trade  was the prodv '< of a long- 
nmmering conflict bctwean 
Alaska Natives -  wbo had 
hunted, fished and occupied mott of Ihe ttate (o r th ou ­
sands of years -  and ■ white 
world that waa faat claim ing 
•.he best Alaska hed to o ffe r  

The conflici fame to •  head in tne mid-IMOa when A laaka 
Natives claimed Prudhoe S ay  
and the land needed to build 
he tram Alaska oil pipeline 

The oil industry challenged the claim m -nuit tnd lost 
Congreti resolved the d is ­

pute in 1971 wnh the A ls tk a  
Native Claims Settlem ent 
Act. which neared the way for the pipeline by creatine 
more than 170 Native regional and village corporations and 
/eiting them wttn M O  m il­
lion and 44 million scras. Tha 
agreement also gave the stata 
undisputed title to the Pru- dhoe Bay oil field

Mott Native corporations 
wen able to get the land they 
war* entitled to. but C IR I had 
problems Almost all o f the 
developable land within its 
traditional oaundartea had

TEN YEARS LATER. AS THE STATE LOSSES M O U^T

'(H ’t)Juat 
outragaoua. 
Somabodygot 
tnookarad. I 
cartalnly faat as 
though I dkL'
— iWLWteeche.

• To tha axlant 
this was 
mltsad, a tot o f paopia had a 
'shot at I t '

— Ouy MerVn,

4/r wasn't 
somathing we 
contamptatad 
and dadoutty 
triad to taka 
sdrantaga o f.'

— Roy HuhfldDrf,Cftprwdanf

4tt'a
dfaaatmua 
managamant 
by tha d a ta . . .  
Iraa lly  don't 
saa any axcuaa for f t '

been homesteaded deeded to 
thv itate. o r reserved far mill tary bases, national forest! or 
w ildlire refuges C IR i sued the federal gov­
ernment. arguing that under the settlement act it wai enti 
tied to more than just gla­
ciers sod mountain to p i"The federal Department of 
Interior tried to settle the 
case in the spnng of 1975 It 
offered C IRI 230.000 acrei in the Kenai National Wildlife 
Refuge, mineral rights to an­
other 141.000 acres, the Swan­
son River oil (laid and several 
large tracts o l federal land in the Anchorage Bowl 

C IRi turned down the o f­fer
Tearful that ttate interest* 

might suffer if Congress ctme 
up with a more generoui set­
tlement. state oirieisls joined 
In the trade One o f the mam advocate* 
o f ttate participation m the swap wta Michael C T  Smith, 
tha brilliant and lomrtimes abrasive director o f the Alas­
ka Oivmon o f Lends Smith 
quickly became ihe key tu te  
player m the trade, negotiat 
mg ihe desl. leading efforts so 
win legislative approval o f it. 
and running the itate agency that earned it out.In October I97S. a fter 
months o f u ik i . Smith an­
nounced agreement on a 
three-way trade involv ing 
more than 2 million a rm  Under the agreement, the 
state received thousands of 
acres near Willow, then the 
proposed site o f i  nav ttaie 
capital, land in tne Bnstoi Bay watershed, the Campbell 
park im p . and a tract needeu 
for a north south runway at

Anchorage International A ir­port
fn rt'u ra . the state gave up 

surface and lubiurfece »oal. 
gat ird  mi.ieral) nghts to 
thousands of a rm  on the Kenai Peninsula, and 110 000 
a rm  containing 100 million ions of coal in the Beluga 
area on the west aide o f Cook 
Inlet

Although the trade encoun­
tered little difficulty in the 
Congren -  where CHU. the 
state and all three members of its congressional delegation 
lobbied fo r pasiagt -  it ttirred  considerable contro­
versy at home.Cntics questioned the wis­
dom of giving away’ 100 
million ion» o f coal Some 
charged that the deel violated 
the Alaska Constitution, in pa rticu la r tha prohibition 
against transferring ttate re- 
tourse* 'o  private parties 
Othert complained that the 
agreement « a i too vague 
about which stair lands CIRI 
would get'One of me problem* we 
have with tmt deal it its 
uncertainty Anchorage engi­
neer Hamid Galliett 'old a 
joint meeting of the Houae snd Senate resource -ommit­
ten  m February 1976

I t *  a blank check to 
which you re going to sign 
your signatures and then Mr 
Smith behind me it going to 
tit down with the Native cor 
poretiona and decide what he 
wants to give (hem of our 
ttate Itnds. You are not going io know ihe deal The way it 
it written don  not pennit 
th a t"Approve ihe trade warned Anchorage tawver Homer

Burrell, and you'll "'comm it! an error which n  going to 
approach Teapot Dome tome- 
day

Galllett sued to keep the 
ttate out of the trade Tbe 
Alaika Supreme Court ruled 
against him in a tou t dect- 
non. and the U S Supreme 
Court refused to hear ms ap­
pealEnvl' ..mental g rou p s . 
CIRI. tne administration of 
ihtn-Gov Jay Hammond and 
members of (ha ttate s con- 
gmtional deiagation pushed hard for the Alaska leg is la ­
ture to approve the trade 

At CIP.I’s request. LT S 
Sen Ted Slevena wrote House 
Majonty Leader Mike M ille r. 
D-Juneeu. to warn that fa i l­ure (o endorse (he trade could 
have unsettling results fo r 
tna state'*

Sitveni told M iller tnat a ll 
oil producing federal lands that yield revenue to  the 

state" had been prec luded 
from tranifer to C IR I O n ly  
m lhai way Slevena w rote 
routd a certain and warrant income urears fo r the state be 

maintained "Smith and other ttate « ffl- 
ctali made t im ila r  s ta te ­
mentsA summary by the Depart 
mart of Natural Resources 
uid "no oil and gas fie ld s ' 
would "be transferred to N a­
tive ownership A ll revenue* 
currently received by the  
state will 'onunua '*CIRi President Roy Huhn­
dorf trended before leg is la ­
tive committees and the Fed­
eral Sine Land Use P lanning Commmion that C IR I had 
given up i l l  claims to Swan­
son River and other m l fie ld s

so the present income o f tht stste o f A la ika  could be maintained **
C IRI publicly assured op­

ponents of the land trade that 
"a ll revenues currently re- cetved by the tu te . such as 
from the Swanson River oil 
field, w ill continue ”

Legislators even thoae cnt 
ical o f the irada. accepted the 
statements of C IR I and state and federal officials

Oil tnd g u  wai never a 
maior part o f the debate.' 
recalled nate Sen Pal Rodty. 
O-Anrhoragt The potential 
for signidcenl loss of royalty 
income was considered to 
small it was not discussed * 

If lawmakers had mown the dral would cost the sute 
tent of millions o f dollers. 
'there would have been > different approech to the ml and gas question. Rodty 

said
At the time, the K ite  need­

ed money The 1900 million 
paid for the original Prudhoe Bay leases had been spent 
and the oipeline was still 
yean from completion

I cant imagine tht TA 
legislature allowing a change by anybody that would lower 
the amount of money that was flowing into the trea­
sury. Rodey Mid

State offic ia ls believed 
(hey had protected state roy­
alty income by prohibiting C IRI from vslecttng land ui 
the Swanson River. Beaver 
Creek. W rit fo rk . Birch Hill. 
Beluga R iver and Nicolai 
Creek o il and gaa fields.The rtate could also veto 
CIRI Mlections of s u it  and federal land in the huga Ken- 
at gat field lu  veto power

did not •tten d  :o  m s Ma.med 8» Satamanr v« live A llocution % . 
poritiun .n tne ■ •—« .(».*• 
region L nder " i f  ie«ve—em 
act wiser* • v Itge *irpor» 
tion rectivM *itle to and m 
regional -sfporaiinn g»*s -he oil. gai and mineral ngnti

tnan naif - f  CIR! s 
in tem t m tne Kenai «as fieid 
wai required indirect:* 
tnmugh the Salamatof reflag* selections That interest 
•am i CIRI mtllioni that onre want to the ttate

Smith said it never w curved to mm to negotiate *n* question of C IRI i r .gnt to )i| 
and gaa through village ttltc 
tiona in the Kenai gu  fltid 

CIRi also found a egil backdoor nto ’ he Swanson 
R iver and Beaver Crete fields.

Tht kev wee Section :«g) o f the Native ciaimi Mttle- 
mem act fi rs t CIRI used tnv 
Cook Inlet (and trad# to get 
lend lust outside tne ml and 
gaa field* Thu allowed them to acquire partial ownenmp 
o f producing .eaits tnat over 
lapped the bounaanrs of the fields Then. CIRI used Sec 
tton ivg j o f the claims art. which entitles Netive corpora­
tions io a snare of tne revenue 
from leases in which they 
have an interns, to take a 
third of the royalties from 
Swanson River tnd Beaver Creek -  about 121 million to 
far Before the trade. 90 per­
cent sf that mooty would have gone to the state

Legislators war* never 
warned that *l4fg)" could be 
used to tap state royalty in­
come. Smith said he and o*her 
stata officials simply over looked it They first learned 
ebout C IR f i  claims jnder 
Ifcgj. they said, when suet tioned by the Daily Newt latt 
month.CIRi knew about Section 
14(g) before the trade. Huhn 
dorf taid. but didn't know 
how It would apply to the 
land trade a#e  were to caught up m receiving our 
land entitlement that we nev 
er focused on it ’But when Hunndorf 
learned that I4fgi allowed 
C1R1 to take a major share of Swanson River and Beaver 
Creek .tvenuee. be didn't let 
hia testimony aouut the tanc 
ttty of stair royalty income 
keep him from going efter it 

’ I would nave oreecatd my fiduciary responsibility to our 
shareholders by not punu 
mg the rovaitirs Besides ne said, his board of directors 
would ha*e forced him to go 
after the monay 

C IR ls  reputation for 
shrewd business dealing maaes some people douot 
that the t4(gi w indfall w u  u  
unexpected u  Huhndorf says 

‘ I  don't th ink anything 
happens by accident, said Rep Don Young. R Al&aaa 
He smiled when told that 
HuhJdorf had testified that 
itate royalties would not be reduced G IU  shouldn't be cnt.cited 
for taking advantage of the 
state. ' Young taid The 

Sea Pape a- is  U|TJ«IS
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Official who negotiated land trade is now CIRI consultant
By RONNIE CHAPPELL DaBy News reporter 
• I UBS Anchorage OaAty Now*

Tha slate n lllr ia l who negotiated Ihe I»nd 
trade that enabled Cook Inlel Region Inc Io 
claim ten* of inllllm 's of dollars In slkte oil 
and ga» revenurs Inday la a paid consultant to 
the corporation

Michael I" T Smith, Inrmcr director of Ihe 
Division of luinds, went to work lor CIRI In 
1*81. two yearn niter leaving state -»rvlce.

Smith advises CIRI on land Issues tnd has 
helped the cnrpnrnlion nhtnln federal land 
under terms of the Cook Inlet land trade He 
also was involved In negotiations aimed at 
gelling village corporations to give up land 
selections around Lake Clark

CIRI is one of his biggest rllrnls, Smith 
said recently. The company has paid him
7105,000 In fees, about 25 percent of his total 
billings, over the past five yean, he said.

Some of the former state officiate who 
worked with Smith on the land trade are 
critical of his Involvement with CIRI It’s 
Improper, they say. for him to have negotiat­
ed the land trade and then gone to work for 
Ihe company that benelltted from It.

But others aren't troubled 
"If commercial Incest were a crime In 

Alaska, almost everyone would be In Jail," as 
tluy Martin, former slate commissioner of 
resources, pul It

Dorens of former state officials, many with 
access to confidential resource Information, 
have gone to work for Native corporations 
and oil companies

"Mike Smith Is about the best public 
servant I ever knew." Martin said. "As a 
person, he's Just thoroughly admirable."

Smith admits that the dr-lslon to work for 
CIRI was a tough one

"CIRI approarhed me and they wanted to 
hire me and I said no." Smith recalled. "I 
said, T don't think that would look all that 
good and that's something that concerns me'

IC.T. *vt*h
"I tklked to (my wife) Linda and I hemmed 

and I hawed. I finally drclded alter kicking il 
around tnd talking to some people to call the 
person who I fell would give ne the most 
objective look."

Smith called Martin and asked whether he 
thought II would be Improper for Smith to 
work for CIRI.

Smith said Martin told him. " 'If this thing 
had beer, negotiated out a '  the backdoor and 
you handed somebody a deed to what Cook 
Ir.iet got. I'd say yes . . .  But, this is Ihe most 
upfront public resource decision that's ever

been made’ lie  snid. ’You're oul of your 
tree.'"

According Io Smith. Ids relationship will) 
CIRI has actually worked In Ihe slate's 
advantage.

", . II I wasn't Ihcre." Smith snid, "(CIRI) 
might be able to go to some of Ihrse new. 
Inexperienced people" working fnr Ihe state 
and get land *hey aren't entitled Io

"I would turn LTRI around inside I never 
rnme oul and said II . hut they knew I wasn't 
going Io be part" of an attempt to tnkr unfair 
advantage of Ihe slate

"A lot of times when CIRI would start to 
lake nil. I’d say. you know , thal isn'l going to 
fly with the slate because that Isn't what we 
negotiated "

Smith's life outside government has been 
relatively quiet. In marked contrast In the 
five years he spent as director of lands

He wielded Immense power during a lime 
that the slate was preocrupled with land 
Issues, overseeing huge deals that w ill affect 
the stale for decades to come. He force led 
change to a itate agency set in Its ways

His refusal In give In to public demands for 
free stale land moved legislators to try to 
eliminate his Job from tire state budget In 
May 1979, Resources Commissioner Bob I*■ 
Resche finally demanded his resignation 

But few ol Smith's Initiatives stirred more 
controversy than the Cook Inlet land trade, 
which he and other Hammond administration 
policymakers defended as a way Io protect 
important stale Interests.

Opponents, Including some within Smith's 
agency, called the deal a billion-dollar boon­
doggle to benefit Cook Inlet Region

Mistakes In Ihe negotiation and execution 
ol the trade have cost the stale millions of 
dollars and will cost m illions more. Smith 
nrcepls partial responsibility for the errors, 
but argues thal others —  even those who 
opposed the trade - ate also at fault

Friends and critics alike describe Smith as

a thorough, brilliant, r if-assured man. He 
grew up In New Yor'», was selected as a 
Fullbrlght scholar, and studied In New Zea­
land before returning to the U.S to earn a 
doctorate In resource management.

"lie's such a smart guy that he doesn't 
suffer fools easily." Martin said 'That got 
him In trouble a lot of the time." Smith's 
style was "abrasive to a fault."

Theodore Smith worked for Smith In 1979 
He describes his former boss as an Intelligent, 
sometimes arrogant man who Is "totally 
convinced of his own rightness He's difficult 
to argue with He's really smart, bul because 
he Is so smart, he's blind to his own mis­
takes."

"Mike did things his own way or else." said 
Tom Cook, who served under Smith as direc­
tor of the Division ol Minerals and Energy 
Management "There was no willingness to 
compromise or take Into consideration the 
concerns we had "

Cook and others at Minerals and Energy 
Management seemed nut of step In an admin­
istration thal bought back oil and gas leases 
to protect Kachemak Boy and traded coal 
reserves for park land and moose habitat.

"Smith had his owti agenda at tha' lime. 
What he said went. I personally had a lot of 
disagreements with Mike over resource man­
agement." Cook said

Smith dismisses Cook's criticism at the 
grumbling of man whose positions on resource 
issues weren't articulated as well as his own 

"I'm a person who's got Ideas and is not 
afraid to voice them, although I think I'm n 
person who listens to reason and can be 
certainly turned around by o good argument 

"I had as much determination tn protect o il 
and gas fields n» anybody else and everything 
I can aee that I did was In that way." Smith 
said. "Cartalnly. nobody Is able to stand up 
and say that at any point In time there was 
any attempt or direction on my part to go 
easy on oil and gas leases."
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A state error that 
will haunt foryears

Anyone who >till believes the sentimental notion that 
A laskans won't make the same mistakes that were made 
Outsit!'1 should study the Kenai land trade between the 
state and Cook In let Region Inc. This was a world-class 
b lunder by the Hammond adm in istration . It r iva ls 
Congress’ g iveaway of pub lic  land to the railrc.-.ds a 
hundred years ago as a land policy error.

As a result of the bungled trade, C IR I inadyerently 
received m illio n s  of do llars worth of o il and gas leases. 
Indeed, the !nss eventually may be measured in  hundred 
of m illions  of do llars.

There is no suggestion of corruption here. The trade 
was a good idea in concept. A  trade should have been 
made but not one that provided C IR I w ith  such a rich, 
unexpected w in d fa ll at the state’s expense.

The evidence suggests the Hammond adm in istration’s 
land management system had v irtu a lly  collapsed. Re­
sponsib ility for negotiating the trade and affecting the 
ccnveyanace was in the hands of too few people; and 
they were subject to too litt le  supervision and scrutiny.

ITiere is plenty of b lame to go around but c learly Gov. 
Jay Hammond, his natura l resources commissioners, 
Guy Martin and Bob LeResche, and former director of 
the D iv is ion  of Lands M ichael C.T. Sm ith deserve public  
recognition for their stunning m ismanagement of state 
resources. I t ’s s im p ly  not good enough to say, as M r. 
Sm ith d id , “things fa ll through the cracks lik e  this."

Not everyone in the adm in istration missed the boat. 
Some . lowei’ echelon offic ia ls In  the Department of 
Natura l Resources who recognized the implicaTions-ol 
the trade raised the a larm . But they were ignored, 
demonstrating once again w hy it it  to important for 
public offic ia ls to seek a w ide range of op in ion when 
faced w ith  m ajor decisions. To protect, the state and 
themselves, governors and commissioners must be ex­
posed to things they don’t want to hear.

The Sheffield adm in istration has taken steps to 
establish a review  process that protects, the state’s 
natural resources from  now  on. Good. N atura l resources 
are as va luab le  as money. They should be subject to 
s im ila r security and scrutiny.

Can the state recoup its losses through legal action? 
It ’s impossible to say w ithout a thorough, hard-nosed 
evaluation of the state's case and the lega l probabilities .
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Legal experts may advise state on recovering millions
By RONNIE CHAPPELL
Daily News reporter

The A laska D epartm ent ol 
Law may call in independent 
legal experts to evaluate the 
s la te 's  chances of recovering 
m illions of dollars In oil and 
gas revenues lost by m istake 
during the negotiation and 
im plem entation of the Cook 
in le t lar.d tra d e , A tto rn ey  
General Hcl Brown said Mon­
day.

“ It m ight be nice to  have 
the benefit of th e ir  thoughts, 
as well as our ow n," Brown 
sa id . “ Then we cou ld  a it 
down, analyze them ” and de­
term ine w hat to do.

"We already  s ta rted  look­
ing at som e" of the options

a v a i la b le  to  th e  s ta te , h e  s a id . 

" B u t  w e  need  to  d o  m o re  In- 
d e p th  a n a ly s is  b e fo re  I  c a n  

s a y  w h a t  re m e d ie s , i f  a n y , a re  

a v a i la b le  to  u r ."

I n  th e  m e a n t im e , B r o w n  

s a id , " m y  f ir s t  g o a l Is  to  

m a k e  s u re  th a t  n o t h in g  l i k e  

t h is  c a n  h a p p e n  n o w ."

A c c o rd in g  to  a m o n th s - lo n g  

e x a m in a t io n  b y  th e  D a l l y  

N e w s , lo sse s  o f  s ta te  r o y a lt y  

In c o m e  h a v e  be e n  s u b s t a n t ia l . 

P as t m is t a k e s , in c lu d in g  th e  

I n a d v e r t a n t  c o n v e y a n c e  o f  

p r o d u c in g  o i l  a n d  ga s  leases 

to  a n  A n c h o ra ge - b a se d  N a t iv e  

r e g io n a l  c o r p o r a t io n ,  h a v e  

cost a t  le a s t  $35 m i l l i o n  a n d  

th e  to ta l Is  In c re a s in g  b y  a t  

le a s t  $5 m i l l i o n  a  y e a r .

S t a t e  o f f ic i a l s  a ls o  g a v e  

C o o k  In le t  R e g io n , In c . a n  

e s t im a te d  $300 m i l l i o n  to  $700 

m i l l i o n  In te re s t  In  th e  C a n ­

n e r y  L o o p  g a s  f ie ld  n e a r  K e n ­

a i .  T h e  f ie ld ,  d is c o v e re d  in  

1970, is  s c h e d u le d  to  g o  in t o  

p r o d u c t io n  n e x t  y e a r .

P ro c e d u re s  g o v e r n in g  th e  

d is p o s a l o f  s ta te  la n d  h a v e  

b e e n  t ig h te n e d  c o n s id e r a b ly  

s in c e  1982, a c c o rd in g  to  s ta te  

o f f ic i a l s .  F o r  t h a t  r e a s o n , 

G o v . B i l l  S h e f f ie ld  is  " s a t is ­

f ie d  th a t  th e  e r r o r s  (m a d e  b y  

t h e  H a m m o n d  a d m i n i s t r a ­

t io n )  c o u ld  n o t  o c c u r a g a in ,"  

s a id  S h e f f ie l d  s p o k e s m a n  

J o h n  H i l l i a r d .

A c c o r d in g  t o  H i l l i a r d ,  

S h e f f ie ld  Is  " g o in g  to  w a i t  f o r

a  c lo s e r r e a d in g  o p  t h is  t h in g  

f r o m  (h e  a t t o r n e y - g e n e r a l’s 

o f f ic e "  b e fo re  d e c id in g  w h e t h ­

e r  It  m a k e s  sense  t o  p u r s u e  

th e  lo s t  m i l l i o n s .

H o u s e  S p e a k e r  B e n  G rus-  

s e n d o r f , D - S lt k a , s a id  M o n ­

d a y  t h a t  h e  b a d  d ire c te d  b is  

S ta ff to  r e v ie w  th e  o r i g in a l  

a g re e m e n t  b e tw e e n  C IR I  a n d  

th e  D e p a r tm e n t  o f  N a t u r a l  
R esou rces ,

“ I  w a n t  t o  k n o w  m o r e  

a b o u t  i t ,"  G r u s s e n d o r f  s a id . 

" T h e  s t o r y  h a s  b ro ke n -  

w e 'v e  g o t  to  v e r i f y  t h e  fa c ts . 

I t ’s s o m e th in g  w e ' l l  h a v e  to  

s p e n d  s om e  t im e  lo o k in g  a t ."

O th e r  H o u s e  a n d  S e n a te  

le a d e n  w e re  n o t  a v a i la b le  f o r  
c o m m e n t  M o n d a y .

I f  t b e  s tp te  a t te m p ts  t< 

re c o v e r  th e  lo s t  r o y a lt y  In  

c o m e , s t a t e  o f f ic i a l s  h a v i  

said,- th e  c h a l le n g e  w i l l  bt 

b a s e d  o n  c la im s  t h a t :

•  S ta te  la n d  d e e d e d  to  C IR I 

w a s  c o n v e y e d  b y  s ta te  o f f l  

c la ls  w h o  la c k e d  le g a l  a u t h o r  

i t y  to  e xecu te  th e  t r a n s fe r s .

•  S ta te  a n d  C IR I  o f f ic ia l !  

a s s u re d  th e  le g is la t u r e  th a l 

s ta te  r o y a lt y  In c o m e  w o u ld  

n o t  d e c l in e  as  a  r e s u lt  o f  t h i  

C o u k  In le t  le n d  t ra d e .

•  T h e  s ta te  1s s t i l l  e n t it le d  

to  90 p e rc e n t  o f  th e  r o y a lt y  
in c o m e  g e n e ra te d  b y  f e d r r ? l  

o i l  a n d  g a s  le a s e s , e v e n  w h e n  

th o se  le ases  a re  p a r t ly  o w n e d  

b y  N a t iv e  c o rp o ra t io n s .

Vandals play Scrooge, tear down home’s spectacular hcli
By LARRY CAMPBELL
Daily Nows reporter

T h e re  a re  s o m e  h e a r ts  th e  h o l id a y  season  

i- n t ly  does  n o t  s o fte n , as G a r y  a n d  

uji is M u e l le r  le a r n e d  M o n d a y  e v e n in g .

O n ly  la s t  w e e k , t h e  M u e l le r s ’ E as t A n ­

c h o ra g e  h o m e  h a d  b e en  a  sp ec tac le  o f  l ig h t s  

th a t c a u g h t  th e  eyes  o f  ju d g e s  a n d  a  firs t-  

p la c e  a w a r d  In  t h is  y e a r ’s D a l l y  N e w s  

C h r is tm a s  L ig h t s  C o n t e s t  T h e  h o m e  w a s  

fe a tu re d  in  S u n d a y 's  D a l l y  N e w s  h om e s  
se c t io n .

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

d o used  b y  v a n d a ls  w h i le  th e  M u e l le r s  w e re  

o u t  s h o p p in g .

" I  w o n d e re d  w h a t  w a s  g o in g  on  w h e n  w e

d ro v e  u p . I  c o u ld n 't  f ig u r e  o u t  w h y  th e  l ig h t s  

w e re  o f f ,"  G a r y  M u e l le r  s a id . " I t  t o o k  m e  

a w h i le  b e fo re  I  t o o k  a g o o d  lo o k  a n d  f ig u r e d  

o u t  it  w a s  a l l  t o m  d o w n ."

I h e  M u e l le r  h o m e  w a s  th e  b r ig h t e s t  sp o t 

I n  t h e ir  o t h e r w is e  d a r k ,  o u t- o f- th e - w a y  

n e ig h b o r h o o d  o f f  M u ld o o n  R o n d . E v e n  a 

n e a r b y  s tree t l i g h t  sh e d  less l ig h t  t h a n  th e

4 ,000  to  5 ,000  l ig h t s  s t r u n g  a b o u t  t r i a n g u la r  

s p ire s , to w e rs  a n d  a rc h e s  o n  th e  M u e l le r s ’ 
c o m e r  lo t .

F o r  e ig h t  y e a rs , M u e l le r  s a id , h e  p n d  h is  

w i f e  h a v e  a d o rn e d  t h e ir  h o m e  w i t h  l i f .h t s  f o r  

th e  h d l ld a y s . T h is  y e a r  th e  s p e c ta c le  h a d  

t a k e n  th e m  m o re  t h a n  a  m o n t h  to  c o m p le t e , 

a n d  th e  n e w s p a p e r- s p o n s o re d  con tes t re-

W * n je 0  t f c m  w i t h  ■ 1200 d in n e r . N e ig h b o r s  3 1

. T h e  M u e l le r s  t u r n e d  d o w n  th e  p r iz e  a n d  a n y t h in g , b u t

a s k e d  th e  m o n e y  b e  d o n a te d  to  th e  S a lv a t io n  c o m e r  w a s  d a r

A r m y .  - S t a n d in g  In

S in c e  th e  h o m e  a p p e a r e d  In  S u n d a y 's  a t  th e  d e s tru c i

n e w s p a p e r , M u e l le r  s a id , t h e re  h a d  b e e n  a  s h o o k  h is .h e a i

s te a d y  s t re a m  o f  c a rs  lo a d e d  w i t h  p e o p le  H e  s a id  h e  w i l

c o m in g  to  see b is  h o u s e . M°nc,a y  e y e n ln g , b e  a b le  to  f ir e

h o w e v e r , s o m e o n e  c e m e  to  d o  h a r m . s t r in g s  f o r  C h r

S o m e t im e  b e tw e e n  5 p .m .  a n d  8 :3 0  p .m . ,  " H e re  th e re

v a n d a ls  k n o c k e d  d o w n  th e  l ig h t e d  s p ire s  o n  a n d  th e re 's  n o i

t h e  r o o f , sm a s h e d  a  s t r in g  o f  l ig h t s  a t o p  th e  a b o u t  t h a t ,"  h

c h a in  l i n k  fence  a n d  u n p lu g g e d  r o w s  o f  o t h e r  it ?  J us t s h o w s  -

l ig h t s  a lo n g  t h e  h o m e ’s e a v e s . L in e s  o f  " I  d o n ’t k n t

e le c t r ic a l w ir e  h u n g  lo o se  a n d  w o o d e n  t r lu n -  h a p p e n s . I  guet

g le  f r a m e s  w e re  t o m  f r o m  th e  ro o f . to o ."
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State mistakes cost m illions
Native corporation got oil, gas worth as much as $500 million
By RONfME CHAPPELL 
Daly News reports 
° 1985 Anehoraoe DaSy News

Mistake! by state officials executing a land 
swap 10 years ago have cost the state at least 
$35 m illion In oil and gaa revenues, an 
examination by the Dally News reveals.

The cost of these oversights by state 
resource managers Is growing by $5 million 
or more a year, and one day may exceed $500 
m illion.

In response to Inquiries by the Dally News, 
state officials have begun looking for ways to 
recover the lost oil and gas land and revenue 
They also are drafting new land dlspetal 
rules designed to prevent the kind of errort 
that resulted In:

•  The transfer of I I  valuable state-owned 
leases on the Kenai Peninsula to Cook Inlet 
Region Inc., the Anchorage-area Native re­
gional corporation.

•  The loss to CIRI of nearly half the state's 
ownership Interest In one of the largest gas 
fields In the United States.

•  The conveyance of more than 2,000 acres 
In the Cannery Loop gas field without know­
ing that It was worth $50 m illion to $120 
million. Today, because of Increxses In the 
price of natural gas, the land could be worth 
$390 m illion to $720 million.

•T be  overlooking of a section of the 
Native Claims Settlement Act that 
3R] to take |t third of state revenue 
tM y n  oil aad |M i3. I gaa fields.

The land O K I has obtained Is among the 
most valuable In Alaska. Over the past five 
years, the company has grown Inin a finan­
cial powerhouse that earns millions of dollars 
a year, and pumps millions more Into I I 
other Native regional corporation

The engine of ClRI's success is the ull and 
gas Income unwittingly turned over by the 
slate.
i U(y)sr federal law. the stole receives 90 

iwrcent ol all oil and gas royalties from 
federal land In Alaska Under that system, 
the slate once earned up to $7 m illion a year 
from the Swanson River oil field.

CIRI used the land trade to take a 35.1 
percent cut of the Income from Swanson 
River. The stale's share fell from 90 to 58A

percent; the federal government gets 6 5 per 
cent.

The loas to the state was even greater In 
Ihe Kenai gas field, one of the large',! In the 
country. The field heats moat of Anchorage, 
supplies raw material for a world-class fertll- 
Iter plant and fuels the only liquified natural 
gas export facility In the U S.

Before 1978, the state collected more than 
90 percent of the royalty Income from the 
Kenai field Through the land trade. CIRI 
acquired 65 percent, worth more than $10 
m illion a year beginning In I9B6, and the 
stole share fell to 31 5 percent, with the 
balance going to the federal government

SeePapa A 14. STATE
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M istakes in land d ea ls  with Native corporation  co s t s ta te  m illions in oil and  g a s  revenue
i Cort*Xj$gi,yr>P»9»~̂'4 1
ttate i  a b it boy too

Smith admits he erred in 
overlooking the implication! 
o f i t ' l l  But. he musts. 10 did 
nthen

Guy M artin  a free s As 
state resources commissioner. 
M artin  was Sm ith  s boss 
•men the 'rad r was negotiat­
ed and submitted to lawm ak­
ers

•ft wain t just the 'Ham 
mond) adm in is tra tion , he 
said There was h u |e  public 
•xpoture o f this thing "  Tht 
trade was "*he most th o r­
oughly aired transaction the 
stata e v*r conducted That 
thing was turned inside out I 
uwH to te ll people that every­
one but God bad approved it. 
IndiaUS* toe U S  Supreme 
Court. To ihe extent thia was 
raiiMd. a lot o f people had a 
shot at it

public ly reviewed land ex­
change. certainly in Alaska 
and perhaps in American his­
tory. ‘ Smith said A ll o f 
these peop le , and D t le  
iTubbsi is a good example, 
had an opportunity to voice 
their concerns '

Tubbs d liagreci 
T  give C IR I a ll the credit 

in the world fo r getting wnat 
they gol. Tubbs said Out 
they got it because o f Michael 
C T  Smith •

One who apparently fore­
saw the negative elfect o f the 
trade on state income was an 
aide to an assistant secretary 
o f the (n u n t r  Four montha 
be fo re the leg is la tu re  ap­
proved the trade. Ted Bing­
ham. a career employee of the 
Bureau o f Land Management, 
predicted the state would 
lik e ly  lose its share o f miner 
al royalties ‘ from  the Swan­
son R iver o il fie ld

state had aareed to maxe 
well lorxted potentia lly dr- 

vciopaole land' a v i. able (o 
C IR I

Smith wrote that tne state 
snould retain lend o f puoitc 
significance, but he didn t 
define »he term The memo 
doein t mention priducing oil 
and gas land, lana with prov en o il and gas reserves, nr 
land with high o il and gas 
potential

From mv standpoint, it 
was so obvious we weren t 
going to give up o il and gas 
fle lik  that why repeat it. 
Smith explained recently I 
could have said we shouldn t 
g ive them  the G ove rn o r s 
Mansion t could have gone 
into incredible detail

I cou ldn t beueve any 
body in their right mind -  if 
the process was working right 
-  would give them produc

never reviewed by th t legisla­
ture

Current natura l resources 
rm oloyeei say it is incredible 
that the state could transfer 
to mucn tand so qu irx lv

Not a ll o f the le a sn  given 
to C IR I were vaiuaole. out 
one o f them represented more 
than a third o f 'he states 
ow nersh ip  in terest in the 
huge Kenai gai field The 
previous year ihe lease had 
provided the state I4WOOO 
Today, it produces more than 
12 m illion  a vear fo r C IR I 

We screwed up. to  be 
quite blunt about i f ."  m d  
Ron Swanson, a land manager 
with tne Oivision o f Land and 
Water Management

While one group o f stale 
employers was giving away a 
rnunk o f the Kenai gaa field, 
a second negotiating team 
was hard at work n« •

A ccord ing  to G eorge  
Krlste. C IR i's executive vice 
presiden t, tbe co rp o ra tion  
wonted quick conwya/tcr of 
the Cannery Loop land be­
cause w« knew u t l would 
never be conveyed a fte r fUn- 
tom started to flare the well ”  

On May 13. 1979. a 40-foot 
plume o f fire from the woll 
signaled a major strike 

For the state, the discovery 
came 100 late 

On May I. Bob LeRrsche 
had given away the states 
m itre it in the field by sign­
ing the Seldovie agreement 

On May 2. according to 
state records, the D ivision of 
Lands had asked state o il and gas managers to estimate the 
value o f the state interest in 
the Cannery Loop field With­
in days, they replied with e 
memo estimating its value at 
150 m illion  to 1120 m illion

D yke 'i C annery Loop ap 
;  .*sisil, state officia ls gave 
C ltvl another 10 acres in the 
Keoal gaa field 

On a separate occasion, 'he 
Division of Lands urged '.ne 
federal government to give 
C IR I a 160-ecre tract that Mm 
erals and Energy Management 
had told them was part o f 'he 
Kenai field The iract wa> 
given to CIRI.

Before the IdO seres were 
transferred to C IR I. the stale 
received JO percent o f the 
royalty income from (he land 
S tate o ff ic ia ls  cou ld have 
blocked the transfer and pro­
tected the income umpiy ov 
objecitng

C IPJ shouldn t have got 
ten any producing o r proven 
reserves.' said former Miner 
als Director Tom C .ok  We 
recommended against convev
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Official who negotiated land trade is now CIRi consultant
By nc/JNte chappeu
Dr9y News reporter 
r 1005 Anchor eQe Da*y New*

Thr stele offIrinI who negotiated Ihe land 
trade thnl enabled Conk Inlel Region Inc Io 
claim lens of million* of dollar* In slkle oil 
and gas revenue* today I* a paid conjullant to 
the corporation

Mlcha-I CT  Smith, former director of the 
Dlvlslnr. of Ijind*. went to work for CIRI In 
1981, two year* nftrr leaving state service.

Smith advises CIRI on land Issues and has 
helped the corporation obtain federal land 
under terms of the Cook Inlel land trade lie 
also was Involved In negotiations aimed at 
gelling village corporations to give up land 
selections around Lake Clark

CIRI is one ol his biggest clients. Smith 
said recently. The company ha* paid him
1105.000 In lees, about 25 percent of his Intal 
billings, over the past five years, he said.

Seme of Ihe former slate officials who 
worked with Smith on the land trade are 
critical of his Involvement with CIRI It's 
Impn-per. they say. for him to have negotiat­
ed the land trade and then gone to work lor 
Ihe company that bene fitted from It.

But others aren't troubled.
"If commercial Incest were a crime In 

Alaska, almost everyone would be In Jail." as 
Ouy Martin, former stale rommlssloner of 
resources, pul It

Dorens of former stale officials, many with 
access tn ronlldentlal resource Information, 
have gone to wnrk for Native corporations 
and oil mmpanlr*.

"Mike Smith Is about the best public 
servant I ever knew.” Martin said. "As a 
person, he's Jusl thoroughly admirable."

Smith admits that the decision to work for 
CIRI was a lough one.

"CIRI approached me and they wa-iled to 
hire me and I said no," Smith recalled. "I 
said, 'I don't think that would look all that 
good and that's something that concerns me.'

"I talked lo fm y wife) Linda and I hemmed 
and I hawed. I finally decided nffer kicking it 
around and talking to some people Io call the 
person who I felt would give me the most 
objective look."

Smith called Martin and asked whether he 
thought It would be Improper for Smith to 
work for CIRI.

Smith said Martin told him, " 'If this thing 
had been negotiated out of the backdoor and 
you handed somebody a deed to what Cook 
Inlet got. I'd say yes . . . But. this Is the most 
upfront public resource decision that's ever

been made' II? said, 'You're out ot ynur 
tree.’ "

According to Smith. Ill* rrl.ilinr.rhlp with 
CIRI has nrlunlly worked to Ihe state's 
advantage.

". . If I wasn't there," Smith snid. ’’(CIRI) 
might be ahle to go to some of these new. 
Inexperienced people" working (or the slate 
and get land they aren't entitled to

"I would turn CIRI around Inside 1 never 
rnme oul and said It. hut they knew I wasn't 
going to be part” of an attempt tn take unfair 
advantage of the state

"A lot of times when CIRI would start to 
take off. I'd say. you know, that isn't going tn 
fly with the state because that Isn't what we 
negotiated."

Smith's life outside government has been 
relatively quiet. In marked ronlrasl to Ihe 
five years he spent as director of lands

He wielded immense power during a lime 
that Ihe slate was prrorrupled with land 
issues, oversi'elng huge drals thnl w ill affect 
the state for decades to rome. He force fed 
change to a stale agency set In Its ways

His refusal to give In to public demands for 
free state land moved legislators tn try to 
eliminate hl« Job from the state budget In 
May 1929, Resources Commissioner Bob Le- 
Resche finally demanded his resignation.

Bul few of Smith's Initiatives stirred more 
controversy than the Cook Inlel land trade, 
which he and other Hammond administration 
policymakers defended as a way to protect 
Important state Interrsls.

Opponents, including some within Smith's 
agency, called the deal a billion-dollar boon­
doggle to benefit Cook Inlel Region.

Mistakes in thr negotiation and execution 
of lire trade have cost thr state millions of 
dollars and w ill rosl millions more Smith 
accepts partial responsibility for the errors, 
bul argues that others — even Ihnsr who 
opposed the trade — are also at fault

Friends and rrl'.lcs alike describe Smith as

a thorough, brilliant, self assured man. He 
grew up In New York, was si lected as a 
Fullbrtght scholar, and studied in New Zea­
land before returning to the U S to earn ■ 
doctorate In resource management.

"He's such a smart guy that he doesn't 
sufler fools easily." Martin said. "That gol 
him In trouble a lot of the time." Smith's 
style was "abrasive to a fault."

Theodore Smith worked for Smith In 1979 
He describes his former boss as an Intelligent, 
sometimes nrroganl man who Is 'Totally 
convinced of his own rightness He's difficult 
to argue with. He's really smart, but because 
he Is so smart, he's blind to his own mis­
takes."

"Mike did things his own way or else." said 
Tom Cook, who served under Smith as direr 
lor of the Division of Minerals and Energy 
Management "There was no willingness to 
compromise or take Into consideration the 
concerns we had."

Cook and others at Minerals and Energy 
Management seemed out of step In an admin- 
Istratlon that bought back oil and gas leases 
to protect Kachemak Bay and tended coal 
reserves for park land and moose habitat.

"Smith had his own agenda at that time. 
What he said went. I personally had a Ini ol 
disagreements with Mike over resource man­
agement," Cook said

Smith dismisses Cook's criticism as Ihe 
grumbling of man whose positions on resource 
Issues weren't articulated as well as his own 

"I'm a person who's got Ideas and is not 
afraid to voice them, although I think I'm a 
person who listens to reason and can be 
certainly turned nround by a good argument 

"I had as much determination to protect oil 
and gas fields at anybody else and everything 
I can see that I did was In that way,” Smith 
said. "Cartalnly, nobody is able to stand up 
end say that at any point In time there was 
any attempt or direction on my part to go 
easy on oil and gas leases."



iponds to Cook Inle
T h e  D a i l y  N e w s  h a s  d o n e  a p u b l ic  s e rv ic e  

in  b r in g in g  to  l ig h t  e r ro rs  o n  th e  p a r t  o f  th e  

state  in  Im p le m e n t in g  th e  C o o k  In le t  L a n d  

E x c h a n g e . H o w e v e r , th e  N e w s , in  b o th  the  

o r ig in a l  D ec . 22 a r t ic le  a n d  in  its  e d it o r ia l ,  

( a i le d  to  p r o v id e  a n  accu ra te  o v e r a l l  a n a ly s is  

o f  w h a t  th e  m y r ia d  d a te s , tv e n ts  a n d  c o m p l i­

c a ted  le g a l  in t e r p r e t a t io n s  m e a n t .

F ir s t , th e  N e w s  d id  n o t  c le a r ly  m a k e  th e  

im p o r t a n t  d is t in c t io n  b e tw e e n  th e  process  o ( 

n e g o t ia t in g  a n d  l e g is la t i n g  t h e  o r i g i n a l  

a g re e m e n t , a n d  th e  s u b s e q u e n t  im p le m e n t a ­

t io n  o f  t h a t  a g re e m e n t  d u r in g  w h ic h  the  

m a jo r it y  o f  m is t a k e s  o c c u rre d . T h e  e x c h a n g e  

a g re e m e n t  it s e lf  p r o v id e d  f o r  a  f a i r  a n d  

e q u it a b le  e x c h a n g e  f o r  a i l  p a r t ie s . I t s  p a s ­

sage  w a s  a c c o m p a n ie d  b y  In te n s e  a g e n c y , 

p u b l ic , le g is la t iv e  a n d  le g a l  d e b a te . I f  e r ro rs  
w e re  o v e r lo o k e d  d u r in g  t h is  p rocess , th e y  

w e re  m is s e d  b y  m a n y  in d iv id u a ls ,  a g enc ie s  

a n d  in s t it u t io n s .

S econd , t h e  N e w s  e d i t o r ia l’s im p l ic a t io n  

th a t  th e  a la rm s  r a is e d  b y  som e  lo w e r  e c h e lo n  

o f f ic ia ls  w e re  ig n o r e d  is  s im p ly  w r o n g . T h e  
N e w s ’ o w n  a r t ic le  s ta te d  t h a t  th e  D e p u ty  

D ire c to r  o f  L a n d s  o p p o s e d  th e  e x c h a n g e  in  

b o th  o r a l  t e s t im o n y  a n d  in  w r i t in g  d u r in g  

th e  S en a te  R esou rces  C o m m it t e e  h e a r in g s . 
S e v e ra l o t h e r  s ta te  o f f ic ia ls  a ls o  a c t iv e ly  

o p p o se d  th e  e x c h a n g e . H o w e v e r , i n  t h e  e n d  

b o th  a d m in is t r a t io n  a n d  th e  le g is la t u r e  de ­

c id e d  th e  e x c h a n g e  w a s  i n  th e  s ta te ’s bes t 
in te re s t . T h e  D a i l y  N e w s  a ls o  e xp re sse d  

e d it o r ia l  s u p p o r t  f o r  th e  e x c h a n g e  a t  th e  

t im e .

T h i r d ,  th e  u n e x p e c te d  b e n e f it s  d e r iv e d  b y  

C o o k  In le t  R e g io n , In c . o c c u rre d  p r im a r i l y  

f r o m  u n in t e n t io n a l ,  b u t  c e r t a in ly  p r e v e n t a ­

b le , e r ro rs  m a d e  b y  s ta te  a g e n c ie s  d u r in g  

Im p le m e n t a t io n  o f  th e  e x c h a n g e , in c lu d in g  

acqu ie scence  in  th e  a p p l ic a t io n  o f  S ec t io n  

14(g) o f  A N C S A  in  c le a r  c o n t r a d ic t io n  to  the  

o r ig in a l  in te n t  o f  th e  e x c h a n g e  a g re e m e n t . I t  

is , th e re fo re , p a t e n t ly  u n f a i r  f o r  th e  N e w s  to  
p la c e  a n y  b la m e  u p o n  fo rm e r  C o m m is s s io n e r  

o f  N a t u r a l  R esou rces  G u y  M a r t in  as h e  h a d  

le f t  t h a t  p o s it io n  m o re  t h a n  a y e a r  b e fo re  

im p le m e n t a t io n  o f  th e  e x c h a n g e  e v e n  b e g a n .

L a s t ly , th e  N e w s  a r t ic le  p o in t e d  o u t  s h o r t­

c o m in g s  i n  b o th  th e  s ta te ’s r e v ie w  o f  the  

I n i t i a l  e x c h a n g e  a g r e e m e n t  a n d  i n  t h e  

p rocess o f  im p le m e n t in g  th e  e x c h a n g e . M a n y  

p e o p le  w e re  in v o lv e d  in  b o th  aspects  o f  th e  

e x c h a n g e , a n d  c o n t r ib u t e d  to  its  m a n y  suc­

cesses, a n d  it s  f e w  f a i lu r e s . M y  r o le  w a s  

c e r t a in ly  p iv o t a l  i n  b o th  aspec ts , a n d  to  th a t  
e x te n t  I  accept p a r t  o f  b o th  a n y  b la m e , as 

w e l l  as c re d it . B u t  w h y  th e  p r o b le m s  oc­

c u r re d  is  less a  m a t t e r  o f  p e r s o n a l it ie s , a n d  

m o re  th e  re s u lt  o f  th e  f r a m e w o r k  w i t h in

w h ic h  the  la n d  e x c h a n g e  c on ve yance s  w e re  
m a d e .

T h e  N e w s  is  w r o n g  in  s u g g e s t in g  th a t  th e  

H a m m o n d  a d m in is t r a t io n 's  l a n d  m a n a g e ­

m e n t  s y s te m  h a d  v i r t u a l l y  c o l la p s e d . I n  

fa irn e s s  to  th e  D e p a r tm e n t  o f  N a t u r a l  R e ­

sources a n d  o th e r  s ta te  e m p lo y e e s  w h o  la ­

b o re d  in  g o o d  f a i t h  to  c o n v e y  th e  la r g e  
e n t it le m e n t  id e n t i f ie d  in  th e  a g re e m e n t , it  

m u s t  be  p o in t e d  o u t  th a t  th e  b a c k g r o u n d  

a g a in s t  v h ic h  those  t ra n s fe rs  w e re  m a d e  w a s  

u n iq u e  i n  A la s k a ’s h is t o r y .

I n  1978, tw o  y e a rs  a f t e r  th e  la n d  e x c h a n g e  

w a s  fo rm a liz e d  a n d  ju s t  as im p le m e n t a t io n  

w a s  b e g in n in g , th e  le g is la t u r e  b e c am e  o b ­

sessed b y  la n d  d is p o s a ls  u n d e r  p re s s u re  o f  

th e  B e lm e  H o m e s te a d  I n i t i a t i v e .  I t  m a n d a t ­

e d  a  se r ie s  o f  d u t ie s  a n d  d e a d l in e s , to  b e  

a c c o m p lis h e d  la r g e ly  w i t h in  ju s t  12 m o n th s , 

to  re m o v e  a l l  im p e d im e n t s  to  la rge-sca le  
la n d  d is p o s a ls  f o r  p r iv a t e  o w n e r s h ip . T hese  

m a n d a te s  in c lu d e d  c o m p le t in g  id e n t if ic a t io n  

o f  a p p r o x im a t e ly  772 ,000  acres to  f u l f i l l  th e  

e n t it le m e n ts  o f  A la s k a  m u n ic ip a l i t ie s ; id e n ­

t if ic a t io n  a n d  t r a n s fe r  to  C IR I  o f  its  m o re  
t h e n  415 ,000 ac re s ; a n d  id e n t if ic a t io n  o f  tens- 

o f- th ou sand s  o f  acres o f  p r iv a t e  la n d  d is p o s ­

a ls  —  ta s k s  u n p a r a l le le d  in  th e  s ta te ’s 

h is t o r y .
F o is te d  o n  a n  u n d e r s t a f fe d  d e p a r tm e n t , 

t h e re  w a s  n o  w a y  a i l  th o se  m a n d a te s  c o u ld  

b e  m e t  w i t h in  such  u n r e a l is t ic  t im e  f r a m e s  

w it h o u t  s ig n i f ic a n t ly  in c re a s in g  th e  p r o b a ­

b i l i t ie s  f o r  s e r io u s  e r ro r s . E x p re s s io n s  o f  

these  concerns  to  th e  le g is la t u r e  w e re  s h o u t­

ed  d o w n  in  c o m m it te e  h e a r in g s  as b u r e a u ­

c ra t ic  b lo c k in g  o f  le g is la t iv e  d e s ire s .

T h is  is  n o t  m e a n t  to  b la m e  th e  le g is la t u r e  

f o r  a l l  th e  la n d  e x c h a n g e  e r ro r s . B u t , th e  

p o lit ic s  o f  " N o w , a n d  d a m n  th e  o b s ta c le s ,"  

as e x h ib it e d  b y  th e  1978 le g is la t u r e , a lw a y s  

h as  a  cost. T h e  f u l l  costs f o r  th e  ro a d s , 

schoo ls  a n d  o th e r  s e rv ic e s  w h ic h  u l t im a t e ly  

w i l l  b e  n e e d e d  to  s u p p o r t  t h e  h e lte r- s k e lte r  
s ta te  la n d  d is p o s a ls  o f  th e  p a s t  se ven  y e a rs  

m a y  n e v e r  be  t a l l ie d .  I n  t h is  in s ta n c e , 

h o w e v e r , th e  D a i l y  N e w s  h as  p e r fo rm e d  a 

s e rv ic e  in  id e n t i f y in g  th e  u n in t e n d e d  r e a l 

d o l l a r  costs o f  th e  e r ro rs  caused  b y  h a v in g  to  

h a s t i ly  im p le m e n t  th e  C IR I  e x c h a r ,g e . T h e  

le g is la t u r e  a n d  the  p e o p le  o f  A la s k a  w o u ld  

d o  w e l l  to  k e e p  th a t  in  m in d  w h e n  m a k in g  
f u tu r e  re sou rce  d e c is io n s  w i t h  s im i la r  m a g n i­

tu de s  a n d  t im e  c o n s t ra in t s .

— Michael C.T. Smith

□  Michael C.T. Smith ie the pact Alaska director 
of atete land*.
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Leader steers CIRI on a wealthy course
!I

I

Officials take steps to learn from state’s mistakes

THE FINANCIAL PICTURE FOR COOK INLET REGION INC. I
NET INCOME

*1 *? M It  12 U  14 55

TOTAL ASSETS
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i Huhndorf keeps 
i his eye on assets 
—  not limelight
I f  N0t#«« CHAWfU.

•**»* 'toon**• '915 v y w h )* 0»»
Rumpeisttltskln. tht dwarf who toun straw into goid. rouid navt ta«*n lea 

w it  from Rnv Huhndorf tht president 
■if Coo* mitt Region In f

Hunndorf took an o lf t r  o f glacien 
and niountainioos ana iur*ed it into a 
m e t  >*f »*ih fo r hn company and *v*n*

• Native r^rporttion snsrrnoidtr in A in■ a
| Th*r* wai no nocul poeus. no sleignt ! nfhand
I Huhndorf 19 u trd  in te lligen t* , •-ighness. tenantv and stealth to •»** 

•n* cants *»ff ’ he ttatt in on* nf th* 
| moat —replicated :and t r td ti ever nego 
) Mated As a m u lt , hi* Ancnorage-oaied 

Native **aionai *orporation will rnliem 
I hundreds *»f 01111100* of dollars n a»l 
j and gas revenues th* state n*v*r intend 
| »*1 tn |iv *  *wav

Huhndo'f i« outtin i thr money <o aone ,<* T*dav tn* roron-ation « 
»mnnc the 'eantit and n o n  profitable 
n *h* itate CIRI -rnplovs ju it *5 
s*nole Cipenaei account fo r leas tnan a 
•bird of annual revenues

■ The "nnpany hai kept overhead . r *  ► v <e*rrnmg out i»mng oanr.er* and
■ nvMtmg with 'hem in a number of

■ «'ir^»iiful vw i'lret CIRI norm a «Jt>
• a*an*iai mt*m» n an nffahnre drilling

■g *wo on annr* drillin'. *i«s a North <ii»pe construction *imoanv md *hr I ARC TV affiliate n H arfo rd  New Ha- 
•n Cvnn
CIRI altn ia neav:lv involved m *he 

development of industrial. *nmmemiai and 'eaidential prooer-v -n Ancnoni* 
Juneau Southern California. Hawaii 
Virginia and New Or.eant 

Whiie *ome other Native corporations 
are ai-igghng to keep Outside Oanita at 
hay C IRI n  collecting interest on more 
•ban IV I million in lanarttin

Since IM I. C IR I has funntlad mor* than H I  million to othtr Native rorpo- 
•atiom undar Section Till o f the Alaska 
Native Claims Settlement Act Section 
"H* 'eduirrs regional corporations to 
anare *0 percent a f their m ourre in* 
'nme with the other regivnal corpora- 
•ions According to Huhndorf. CIRI s 
earnings have helped two corporations stay out of hankruptev court

In "ontratt C IR I has received In s 
than f t  9 million in 7<ii money from the 
I I  other regional corporations, tome of 
which ire  perteiv*d 10 be more lucent 
fu l than CIRI Sealaska Coro in Ju­
neau. fo r esamplt. has been listed 
among the country 1 1.000 largn t indus-

See 8*c» ®«je mohnoO ^

i t  RONMt CHAPPfU0*e» m i  *eoooe- 
•  <9*5 accrayap* 0«N m i

Rnourcn  Commissioner Esther Wunmrke has aticrd ttate ittomeyt to tee *f the ttate "tn 
recover m illloni o l dollara m oil ind gas 
revenues it mittakenly gave awav m tht Cook 
Inlet land traU

No dension 91 whether to punue th* lost 
millions in court nas been made. Wunnicke taid W* re seeking advice from the attorney 
general to guide us in future actionsBut Cook Inlet Region Inc tne Anchorage- 
based regional Native corporation that gamed 
from the ttate mistakes already is digging m

to protect ta interests m the Cannery Loop Swanson River Braver Creek and Kenai oil 
snd gas fields In a id page memo delivered to state officials 
this month. CIRI attomevs describe * state •■‘aim on Native mvalty income as a direct 
attack upon 'h r integrity of *ne Alaska Native 
Claims Settlement Act end a near threat to the 
survival o | manv Alaska Native corporations * 

Thev alan warn tnat any effort to deprive 
Alaska Natives o l revenues from their lands ' 
could promot the Omgress to reduce the ttate s unique and eatremeiy generous 90 percent ‘ 
share of federal oil and gaa rnvaitv income In an elfort tn prevent future mistakes.

Wunnicke aleo will make permanent a land 
transfer review process ettaolnhed in iM2 
Before that, the state lacked a format proce­
dure for reviewing land selections 

The ttate tlso w ill audit all ti past !and 
conveyances under tne terms of the Cook Inlet 
land tnd*In this time of declining nvenue w* can til afford to giva away a producing oil and gas 
lease." said Cary Gustafson, tha state 1 chief 
land manager w* have ouilt in merhanitmj to keep that from happening It w ill not nsppen 
again, uniesi o f coun*. it is intentional "

5w  ta d  »»?• JU f?



Huhndorf keeping a stealthy head, steady hands at the helm of CIRI's financial empire
'.cnrKjto my" Pype * I )

tnai rompame!CIRI hai never sought •net kind nf sue*'—n Th* «-*»/*a 
rat# !end m"** man million »r'*a .f .,•< *•* »"d 
• jb iu rf a* •  •*♦!••■ m i  i k .* 'reen approved

Hunndorf »a«jid r a t h f  pa* 
his stnrkH"id*#« nig -i.v1*ndt - f iM f in w  -n* .o r  i f  
"•her N(|iv»
and keto a .0 *, profit* l | f  
av"-ds pueiiri'i -n-l >nr*n •rate* m 8*"fi*« (.IR I ln*in • 
have « suoiir •n ttm n i dr- p a fn e i*  and ts a •-»•# 
doein • .tiue j'»«»We fe*l *na» *he »••he end -*f *be \et* «p»*k #nr 
•hemselvm H jn.itf.-xf .*id 

Thee* »»f "»a«"n« fee
doing business auietiv Slate 
ana federal agencies suit owe 
C IR I mere man a mitiinn 
arret under '* m i if m* c  Inlet land etching* Publicity 
generally means -"nt»"v*mv and nothing gums >0 the *neets o l govemmen* snd 
me process si -'braining land like rontrovem*

Huhndorf grew -ip .n a l"g home -n Ngiarn m Atnaoas 
ran village on me Vunon Riv 
er The family n.srt a 'arge 
vegetable garden md nunted moose in me fail Mis mother 
a Native sewed fur gjrnsenis 
and mi father * re*i**d «e- 
•cemin was one nf *n* fe* 
villagers with 3 rash .nrome At 19. Huhntfnrf left Nula 
to ;o attend Anrn"rage High 
Scheol

There was v*eo* prejudice 
aimed at me pemonailr n# 
recalled If vmj *ake it sen nusiy. it ran make vnu nave * 
*rev.y .ow "ominn o f vnur 
self

While managing C IR I Hunndorf found 'ime fn si •end "ni'eie • asses at mgist 
In 17A4 ne received ms di­
ploma from the Vnivgnity of 
A la ika Anchorage Ar me

t me ne was a student. he was 
*..u  u umvent'*-egent He it 
no* president o f »he Board of 
RegentsAs a V"*,nt msn H jUnaerf 
» aimed Collide** .taa* .and ••sat t*d "##n n-mted and 
’ .***d bv « \ « i« irs fn r
m -*e man : *» /*»i»

£s*- me s*aie pirti-’ ip i'rd 
.it me ‘ ar.d gras Entire vil 
■ages *#r* goeoied up. Huhn 
d"rf laid lespitv provisions in me siatenond Act mat 
e-m .oited s»ite «et#x-iions ,n 
areas subiect *o aboriginal . . .  f

This «.mme*:ng -nnf!i.*t 
-sme *o a nead in me mid Wl« «-nen V asia Na’ ives 
• jj'm ed T" own Prjtffto# 0*sr 
snd me -orr-dor needed 'or 
trsefrans Aiasaa pipeline The o il companies fougnt the 
c:aim m -curt, and .ostIn i7?l me Alaska Native 
Claims Settlement Act gave 
•he State unrontested *i!le ’ 0 
the P-jdhne Bsv ml He'd 
allowed c^nsirurtion -*f me pipeline snd r.eated more 
than a hundred village and nrginr.al Native -orporanons 
and eited mem with J9*2 
million snd U million acrrs A lot af peoole tend »o 
ignore tne legality o f me set- 
•'ement art Hunndorf said 
Change aiwavs bo'hero sum# 

penpie There are atwavs•hose » no resen*-r
fn r  C IR f however, the set •trm rn ' s»* a-is a n"M-»w 

promise 9fe«t *f *he d** e.np 
aoie nno within >is bounds nes nad heen *»ken Millions 
of acres were tied up n me 
Chugarn Nati-mal fnresi and 
the Kenai Nations. Wildlife Refuse The s**te had se ize d  
millions more and nomestead- 
ers had gobbled up the restWhen the Secretary of the 
Interior tn td to satisfy C’.RI s 
entitlement with mountain 
tops and glaciers. Hunndorf 
said * *  anew 'hart was not going *o be a fair settlement

We «r#*en • going m  stand 
still for mai

After • „ • " . • • •  —undn -ourt C IRI »ent •" me 
V S C sng -* i i fn - t r ip  
Strong supoor* from  Sen Henmr Jacas"n OWvsn md 
other* gave CIRI me ever i* 
o**ded to orv a x.>mpr"irme 
tut " f the Ocyanment -if Ime- r *«r

F»1e*ii •<ff;riais -tiered •he ?orpn.»*,..n mor» than 
IJnoOO acres n me Kenai Nati"n*t Wi-dl’ fe Refug* ‘ he 
Swanson R.v*r on fie.d snd leversi arge 'roc's .f federal 
and m tne Anrh«-*sge Bowi 

C IRI ’ uroed d "*n  me deal 
The corporation was asked 'o give up *wo *mrds <<f •« *nt. 
tlement and me starts it was 
receiving w*ren i vaiuao.e 
ennugn Hunndorf m d  

The ttate ..smed me taik i 
dunng *he spring " f  IN*9 he -ause ii nad s -a-.e iv *f 
■nic'evs it wanted '•* cm tec* Hunndorf ».s;d S . i  
months later Congress ap­proved a m-e* »-tv *-sde mat 
ne'*ed CIRI mo-e -nan 1 mu 
inn sere*

The ttate contributed uA 
<») acm  on tne Ken.ii Pemn 
tu.a snd 1HJ0U0 acre* n me 
Beluga area *he Stluga 
lands contained .. are man NX) 
million tons o f known coal 
reserves

C IR I h id  ih ind ine -t .*» 
naims to Sst m* -r Hr.#* snd nte.e* • - .t f , a.s -ne
present irsmme *| *ne «*jie *f 
AiStaa "ouid ce m in t airedDe«0 ite Hunndorf s *etn 
monv CIRf later•  Cted Ser*."f> :S4g. i f me 
tfvem em  Kt *n more 
tnan a tmrd o l tne rutalty 
income generated o r  'he Swanson River snd Beaver 
Creek fields

• Nominated stata and fed 
erai tarda m the huge Kenai gas field for ronvevanr* *n 
•he --"•poratton It paid tn- mst sf a lawsuit mat auuwed 
•he Sa.amatof Native Aisocia •ion *o ge* additional land *n 
tne Kenai lie.d

• »*»ed an agretmeni ie signed to prntec*. Karheniak Bad A's'e Psrk *n ’ see ...ex 
me s ' t i r s  .ntems: -n s new 
gat field near K rn n  mat 
could be worth IJ io  m» lion •-» f-s fl million The f,*(d will go 
into r-"duf'inn nesi vear

II jtsnd.'rf .ntittt hr md Other --nmpany jf f in a .*  1id 
on* mis.etd «wmake-s At 
•he *ime me "ode was .r.-jer 
-"nsideration bv tne -rg-.. a 
t v e  C IRI had "oi »ssxtt*d tne ef'ec- - (  :«4g| /.r, • s-f
revenue from S wan s/s n R *» 
he said

3v nnminatmg trictt n me Kerai gas # e,d T!R! was 
•is.v ‘ -ving to ooram me oeot 
snd i/ a i .a o ’e ’.n ie r  m* .gree—#n» ippr"ved ov me 
e g l f t ' . r r  me «•#•* nad sn sntr -igftt - 1  0<or■ those 
.4 — • . ns Huhndorf said v**e »ffsc*4it -ore-v «se»• ed *na* p .iaer Instead 
••*•. give ew#v -e\en-jf oro- 
1 . • rg  eases *n »s-v og 
' e.ds The »ne move mess p a.ern jt me Aiatk# Oepar 
mem *r Natural Rescjrcrs proved no match fa r the sil •rnaired gnndm itier «nd h.s esm at CIRI"be C IRI \ ’ ca*eg* |g 
**•■ --••nceived snd smmthls esex^jted mat s decade later 
the pres.dmg itate Hfina.t siui didn • -eaiue me magni
• .de o l thesr mistakes.A'most everyone agrees that CIRI succeeded 3v know
• ng me game snd me rum  
he»»er than •• ooponenti 
When xnadb.oeks were en 
rnuntered C IR I negotiators 
stuck with it until the trou 
blesome faces o r policies 
changedw* v* got a healtnv r»- 
ipr^* fnr CIRI that comes 
fmm eipenenre said Gary 
Cuitalton. •’** rnief o l land msnagimen' #" rth e  state 

Gustalson wasn t involved 
in me nxgot.stton of the land 
T ide and bad nothing to do -with the loss o f state land in 
producing ci» and gas fields O f i l l  •"* Native corpora- 
•ions we deal with iCIRI* is me most astute.' Gustafson 
u .d  I f  ’ her* s a mee'ing. he 
taid. CIRI atways prepared •he agenda If mere s in 
igfeemenf m be worked out. 
tney always prepare the f lr it 
draftThe tactie is effective in 
c"mpiee negotiations Gottaf 
son «a*d because he wno 
rontmis me Knp t. usually gr»s *hat ne wantsT'dav. tne state is still

suthtat—edThe Oiv Si"n -• *.»*d ird 
Wat#» Managemen- - is  .it 
IW-I soroie "*g"* »•-«# i r t  np  #— "• " !  i r i - i 'M rg M  "JT* sre i''/"-«» i • -  m i- 
m  matter now good tnrse peoo.f *XJ. ,» \ 11ff.x—. •
keep . 0  1 . r s f l " r  «H1 
Etcecn .r  *nen CIRI know* etactlv wnat m#v •• doir.g 

and nas four ceopie ist>|neo 
•o me *a*k w# swamped ail me *tme ano m*v »* gst a 
mt team CIRI "a* *rt-imened >rd pmf.ted over ts 3ulin*«S •o u n t fp a ra  Vnora* Corp 
tne .'aiifomia "ii -s r-p ir*  mat 'perams me Kens, gas 
#i e . l  win sonn pa* C IR I 
more man 110 ntulion n ret roactiv# royalties sn n a t j- ii 
gas sold to me Cnocai C.hemi 
-al punt «n N ik ilk i The set 
•..rmem s.sn 'f to in  the price that CIRI me itate snd th# federal government win get 
fo r mvaitv gas

Unocal and me "*rer -im  panics witn ait .nmrest .n th# 
Kenai fiaid -/e  tht lav w* 
got those lands said CIRI 
Eaecuttve Vice President 
George KnsteAgreement hat oeen rrscned on tn* vaiu* o l roysl 
ty gas delivered to Cnitar 
Natural Gas Co a utifiiy tnat 
serves more man AflOOO rut 
•omart m Ancnorage. the Ma- 
tanuika Vailev and the Kanai Penmsuia

According to Cnttar olfl- 
-ta li, sfttiement o( that dis­pute w ill -ost tha average 
residential gat consumer 
about 150 spread over a oen 
od of 20 monthsHunndorf .t pr«ud if  
CIRI s performarvce out ne s 
hesitant to onast asout it 

It s a o il o f paranoia ne said .n in -nter/ieik that *»■ 
portan were not aiiowed m 
record •Anytime i Native corporation does ce ll people 
resent that

State officials examining legal avenues to see  if Alaska can recoup lost oil, gas revenues
l Core«xwd»onP>ge * *

Recovering tha o il and gas 
lands truat ilrvadv h»ve been 
lost could oe difficult Gustaf son said Most " f me state « 
options icok ime long snots 
TTsev ru being "pnsider»d be- 
<*auH we re ‘oeking at all 
possible avenues to recover lost royalty ,nrome or ’ ease 
•rvettues. Gui'alion taid losses of r-jssitv nrome 
nave oeen suostanual Psst 
mnt.skes nave —«t tn* siate 
it east 13' million tnd tn* 
:" ia l is increasing al ■ mini 
mum of 19 million w vear Aithouin legulatnrs were 
•Aid m# 2 million *nrp ir* i 
wn.jid kefpC ‘**'k Inirt RrgiAn 
Inc from *appini stste x0 y ,|. 
iv income »ne Anchorage- "used Native rorpor.siiAn has made more than ITU million 
•n Caok Imet nil snd gas p/AductionN'sie o ffic ia ls al»n gave 
t»av a J10O million **s |7hO miihen .merest .n me Can 
" rrv  Loop gat field near Ken 4i The field discovered in 
liTO .« scheduled to go into production rest vear

Punning the lost millions 
*■!! he politically difficult 
S.nee 1912. C IRI has d litnbut •d 141 million to other Alaska 
Native corporations, repre­senting more tnan M W  Na­
tive shareholders 

Strong Native support was 
crucial in 19C2 in the election

of Gov Bill Sheffield Shef­
field w ill need their -ontin 
ued tupport m I9M election Thu is a no win situation 
for Sheffield said one form­er state o ff ic ia l He s 
damned <t he goes after me 
m.mesr and he t damned if he 
doesn •

If the state decides to chal 
len tr me Cook Inlet .and transfers Gustafson u id . it w ill srg'je mat

• Ataie lend deeded to CIRI 
was conveyed oy state o lfl 
ciais wno lacked legal author 
itr to eteeui# the transfers

• State and C IR f officials 
assured the legislature that 
state mvsltv mr*»m# wmjid 
noi decline is s - rs . lt  " I  me 
Cisok Inlet land trade

• The state mav 't i ll b* 
entitled •o 90 perrent o l 'he mvally income generated nv 
federal oil and gas '•!«•• 
even moum me eases are partly owned oy Native cor- 
Oorv,nnsIn a vov 4 letter *„ Martin 
Richard nf :he Alaska Depart 
mrnt of Revenue, former As 
iistint At'omev General Tom 
Meacham argues that me 
tta te s 70 percent roya lty  
share ii a valid earning right under Section lUgi of 
the settlement actT h t re fo re . Meacham 
wntrt. trantfsr o f oil and gas lea rn  to C IRI *rould not im­
pair tha states nght to re­

ceive continued royalties 
from •CIRI si portion of me 
'.eases

(I Meacnam is •■""*#*' me ttate "nuld recover more man 
MO million and prevent 'he 
Ins# of millions more

CIRI -intends mat Me* 
rnam s anaivsts contradicts 
tne legislative nistory and lat 
er tppuratmn sf me irttie- 
menr act

The state « ngn* •.•?"»#. *v mcnme fr"m  f*derai -a»e*» 
is a derivative ngnt n
gent upon nntinued federal 
ownennip of the leases CIRI President Rov Huhndt.rl <aid 

As soon at federal "uner 
thip #rds me id le  » rjgnt* •*" r-"*inued -nv ii*y o.sv 
Trots- end

There »nps*en, , v have 
oeen nn rnurt "ases mat di mctlv snalvte Ahethrr *he 
»tate s iiniermt .n federal rov lit*, nrnmet is -s .-and es 
istmg right under Section 
14*g* " I  ’ be .vt*;emeni act 
CIRI attomevs said If «ucn 
a claim were asserted it 
seems clear tnat -ts practical 
resolution would he a ’ ask 
ultimately left fo r Congms 

Gustafson agrees w ith 
CIRI s interpretation of *he 
law but nas itked for an 
opinion from  the attorney 
general s office bemuse "it t 
too important to have any question marks remaining 

Chances also appear slim

that me state x3n reclaim -ost 
revenue jn  g*"unds *b.at %iat# 
officials ackeu i'i*h«rt!v io give awav nil snd gas .eases •sr mat onvessnx* »f -nc 
leases .m isted me intent i f  
the legislatureBoth auestmns save been 
-ei.e-ved nv -tate v o m /v s  
before

If anv Joubt "ow esisis a» 
•o *.br *gai authorttv ol -oe px't.-n *n-» *«xxu*ui - -*  
i')i»  . leeds *1 •*• " ms* 
doubi w-' jid  aim"*1 •" t 't i .v  be -esnlved bv 4 xn.in n 
fasnr -if '"e inn*k»nt *h.*i partv C "“ k Inlet Regi «n 
Inc wxAi* Mescnam *n '*o 
-.*mn*x I »<*•*

f* - mv ."oc-jsmn mat 
-the- esse marts ".sv* 
oeen .-revocablv "nnves-d 

•"C IR I •n ibtober I'iV> Bill-. Ber 
-e* director " f  me Oivisim 
of Legal Services advised •** 
House Reiraixn Agencv mat •he 'egislat've btst«rv nr .n 
'em »f me legislation does 
not provide a legal oasis 'nr 
return ,-f me leases

Acr"'ding •" tju«iafsi-n ihe s*a»e* oest nope for c-j« 
ting us losiei mav li t  in the erroneous conveyance o f lev em  federal o il md gai leases 
•o me state dunng the tsriv i2«0t The Bureau of Land 
Management discovered 'he 
mistake in Marrn 1795 and 
asked th* state to return lets- 
ei that include 155 aero m

the Kenai and Cannery Loop 
gas f ’.e-d»Returning the itasee could 
wo-k *o me state s advantage Under s :777 agreement me 
state s obligated to ***nv»v 
mat and and any related 
s jcsurface resource! to CIRI By returning the mineral 
•ignts •« •«# federal g ovm  
ment before giving me *and 
•n CIRI. the state could con- 
•mu* • • " 'led  *> pertent of me •*V3i*v income from 'he 
leases -ijs ia fton  taid

In m u rate, we can *eep 
me situation from getting any w"rt# .snd we mignt be sbie 
tn mdo part o( what s al 
reads bappened From the 
states prnpectivt. that s im p-’ rtsm

Inpmvementi in land ron 
vevanc* oracticet should pre­
vent me loss o l valuable oil 
and gas land in the future. 
Gustafson said

In tne old dayi. lands were C"nv*yed guickly without p-uDtic nearings or legislative 
review

We rnuidn I do tnat to- 
dav ' he said

Sis v e in  igo. :ne agency didn t nwavs reiearch every 
pier* nf siate and federal land 
proposed for conveyance 'o 
CIRI fo d i*  there n  a title 
search on each tract

This tells ui -1 the land H 
even eligible for conveyance 
to C IRI Gustalson said The

review recently turned up 
several valuable tract! o f fed­eral land mat didn t ceiong m 
me pooi fmm wmcfi CIRI seiect! Among tne-" was a 
.40 acre parcel n -4- K'.att 
Road and Minnemi.s D'tve State resource tg r - r t s  act 
now notif.ed oI proposed con- vevances and given • ' days to 
respond No action n *.iken 
until each nas delivered rs 
•commendations, n writing, 
•o me Oivision of Land and 
Water Management

fn I7T9 it took me Divi­
sion o f Lands just nine 
montns to give awav 4} -XX) 
acre! o f land. 41 oil and gas 
leases and a third sf me stata s holdings in me Kenai 
gai field Th* transfer eras 
never the subject of oubuc hearings or reviewed bv the 
legislature

In contrast, if has *aken tne state ii« vean to complete i mucn smaller trade simeo i i 
getting the Reidovia Native 
Association out M Kachemaa 
Bay State Park 

A.id that deal, because it 
involve! state land valued at more than IS million, eventu 
ally must be approved oy the legislatureTm  comfortable mat me 
proceis gives us the informa­tion we nerd »o mane an 
informed decision m me oest 
•merest of thr stair Gustaf­
son said



State m istakes in land deals with Cook Inlet Region result In losses of up to $500 million
 :yw<a»Ti

TS* »tn«g nf * rw i  uy j 
misunderstandings that proved TEN YEARS LATER. AS THE STATE LOSSES MOUNT

l‘ {tt'a)Juatoutragooua.
Sot nobody got 
anookarod. I 
cartalnly fool i<  
though I dU ?

- M l a t a e H
iprmf cnw r— r m

(£)
i l

m u i't 
oomotNng wo 
contompiatod 
and dorioualy 
triad to tako 
advontaga o f *  
- RvrHiJhndort.

"To tha axiom this waa 
mtaaad, a lot of 
poopta had a 
shot at H "

— Ou t  Hw itn.

•r*
cHaaatroua 
managomont 
by tho atato. . .  
trootty don't 
aaa any oxcuao 
fo rtt."

-HughNMM.

--»«ii* 'o *tv* Mat# cam* 
abnui npen Deraut*

• Bitter disputes within m» Alaika IVpartmens " f Natural Resourrv* aept .t fmm giving 
th* trad* i | f * * " « t  ’ he no** v r jt in y  n required• K rv Mat* •mp!ojr*#e were 
ihut mjt of negotiations

• Lagitlaton mart mined 
by Mat* and G R I officials 
»h«» «t«ured them »h* tnd# 
would not reduce fiat* reve­
nues Th* same officials now 
tay th*y mieundentaod th* 
agre*vn**M tnd its effect on 
flat* oil and eta income

» Wqrkers responsible for conveying land to CIRi war* 
never told not to |tv* away 
produnn* oil and gaa field*• Th* ttat* tradrd away 
land before it icntw what tn* 
land wai worth• Th* recommendations of 
oil tnd (a t m ansion w*r* 
ignored by land officials car­
rying out th* tnd*At on* point, confusion w ithin th* 0*panm *n t of 
Natural R«tourc*s was to romplel# that offlciaU agreed 
to Mil gaa iboy nad mistaken- 
ly gi**n away th* year b*- 
for*

Even today, many o f th* Individuals involved in th* 
Cook Inlvt trad* don I rta lu * what happened

O a r  God." muttered Bob 
LeResche. th* former commit- iion rr o f natural resources 
when told recently that n* 
had ngnrd away th* itatas 
Interest In a major g u  field 
as part o f a 1979 agreement to prevent gravel mining in Ka- 
chtmak Bay•r|« i i  Just outrageous." L*- 
Retch* taid Somebody got 
mookertd I certainly feel u  
though I did "

LeResche taid he trusted 
subordinates to handle th* 
CIRf land conveyances tn ret 
rosp*ct. be laid, that eaa a mistake I va t b*mg treated 
like a mushroom. ' he Mid 

Th* Cook Inlet land trad* 
was th* product o f a long- 
timmtring conflict between 
Alaska .Natives -  who had 
hunted, fished and occupied 
most of th* ttate fo r thou­
sands o f years -  and a whit* world that was fast claiming 
•.he best Alaika had to o ffer 

Th* conflict ram* to • head 
m th* mid-lMOe wn*n Alaika Natives Claimed Prudhoe Bay 
and the land needed to build 
the tram Alaika ml pipeline 
Th* oil industry cnallenged 
th* claim in rmm and io»t Corgrett m oived th* d li 
put* in 1971 with the Alaika 
Native C la im i Settlement 
Act which reared the way 
for the pipeline by creating 
more than 170 Native regional 
and village corporation* and 
vesting them with H Q  mil­lion and 44 million acres Th* agreement also gave the stata 
undisputed till*  lo  tha Pro- 
dho* Bay o il field.Mott Native corporation* 
were able to gat th* land Ut*y 
w«r« entitled (o. but C1RJ had oroolems Almost all of the 
developable land within its 
traditional boundaries had

been homesteaded, deeded to 
the itate. or rtie rv rd  for m ili­
tary bates, national forests or 
w ildlife refuges

CIRi sued the federal gov­ernment ergutng that under 
the settlement act it was enti tied to mors than Just 'g li­
ders and mountain topi."

Th# federal Department o f 
(m anor tried to settle the 
case in the spring of I97S ft 
offered C IRI 230.000 acres in 
th# Kenai National W ildlife R«fug*. mioeral rights to an­
other 343.000 acres, the Swan­
son River oil field and severs I 
large tracts o f federal land In 
the Anchorage Bowl

C IR I turned down the o f­
ferFearful (hat state interests 
might suffer if Congress came 
up with a more generous set­
tlement. stale o ff ld a li joined in the tnd*On* of the main advocates 
of state participation in the 
swap was Michael C T  Smith, 
th . o n lliu u  and sometimes 
abrsstve director of the Alas­
ka Division o f Lands Smith 
quickly became the key Mat* player in the trade, negotiat 
mg the deal, leading efforts to 
win legislative approval o f it. 
and running the state agency 
that earned ttout.In October HJTS. a fte r 
months of talks. Smith an­
nounced agreement on a 
th r*« -v*y trau t involving 
more than 2 m illion acreslindar the agreement, the 
state received thousands of acres near Willow, then the 
proposed tit* o f a new state capital, land tn th* B nito l 
Bay watershed, th* Campbell 
park stnp. and a tract needed 
for a north south runway at

Anchorage International Air­
portfn return, th# ttate gave up 
turface and subsurface mil. 
gas and mmerall ngnti to 
thousand! of acres on the 
Kenai Peninsula, and 310 000 
acres remaining 300 million 
tons of coal m the Beluga ares on th* west side of Cook 
InletAlthough th* tnd# encoun­
tered tittle difficulty in the 
C ' ./rets -  when CIRi. the 
state and a ll tbre* members 
of its congmatonal delegation 
lobbied fo r passage -  it 
stirred considerable contro­
vert) at home.

Cniici questioned the wis­
dom of ‘ giving away ‘ 300 
million tons of coal Some charged tnat ’.he deal violated 
the Alaska Constitution, m 
pa rticu la r tha proh ib ition 
against transferring state re­
sources *o private parties Others complained that the 
Agreement was -oo vague 
about which Mat# lands CIRI 
would get‘One nf Ihe pmblrms w# 
have with this deal is its 
uncertainty Anrhonge engi­
neer Hamid Gslliett mid a 
joint meeting of the House 
and Senate resource commit­
tees • . February 1974It s a b lank check to 
which you re going to sign 
your signatures and then Mr 
Smith behind me ta going to 
sit down with the Native cor 
porattens and decide what he wants to give them of our 
ttate lands. You are not going 
to know the deal The way it 
is written does not permit 
th a l"Approve the trad* warned 
Anchorage tawver Homer

Burrell, and you'll "'rnmmitt 
an erTor which is going to approach Teapot Dome some­
day ‘Galllett sued to keep the 
Matt out o f th* trade The 
Alaska Supreme Court ruled against him in a tout deci­
sion. and tha U 5 vjorem* 
Court refused to hear his ap­peal

Environm enta l groups. 
CIRI. tht administration of then-Gov Jay Hammond and 
members of th* state s con­
gressional delegation pushed hard fo r the Alaska legisla­
ture to approve th* trade

At C IRTs request. U 3 
Sen Ted Stevens wrote House 
Majority Leader Mike Miller. 
D-Juneau. to ware that fa il­
ure to endorse the trade could 
nave unsettling results for the state."Stevens told M iller tnat all 
"oil producing federal lands tha* vic ld revenue to the 
Mat# had been precluded 
from transfer to C IR I Only 
in that way Slevena wrote could a certain and Mjrrert 
income stream for tn* state be mtintainod *

Smith and other Mate nffi 
c is ls mada sim ila r state­
ments

A summary by th* Depart- mwit of Natural Resources 
said "no o il and gas fields ‘ would "be transferred to Na­
tive ownership All revenue! 
cu rrently received by tha state w ill ron iinu*"

CIRI President Roy Huhn­
dorf testified before legisla­tive committees and th* Fed­
eral Slate Land Us* Planning 
Commission that C IRI had 
given up its claims to Swan- ton River and other m l fields

so th* prrsent income of th* 
state of A laska could be maintained "

C IRI publicly assured op­
ponents of the land trade that 
'a ll revenues currently re­
ceived by th* stata. luch as 
from the Swanson River oil field, will continue " 

Legislators, even those crtt leal o f the trad*, accepted tha 
statements of C IRi and stat* 
and federal officials

Oil and gas was newer a major pan of the debate. ’ 
recalled stata 5*n Pat Rodey. O-Anrhorag* Th* potential 
for significant Ion  of royalty 
income was considered to small it was not discussed " 

I f  lawmakers had known 
tl“  deal would cost the stat* 
:#.» of millions of dollars, 'inert would have been a 
diiferent approach to the nil and gas question. Rodey said

At tht time, th* state need­ed money The I90O million 
paid for the original Prudhoe 
Bey leases had been ipent 
and the pipeline was still veers fmm completion

I can t imagine the 71 
legislature allowing a change 
by anybody that would lower 
the amount of money that was flowing into the trea­
sury. Rodey Mid State o ffic ia ls believed 
they had protected state roy­
alty income by prohibiting 
C IRI from selecting land tn 
the Swanson River. Beaver 
Creek. West Fork. Birch Hill. Beluga R ive r and Nicolai Creek o il and gat flalda 

The state could also veto 
CIRI selections of tu te  and federal land in the huge Ken­ai gat field (t i veto power

did not eetend -o ana 
Maimed tv  ••# laiamatof n . live -stsociitmo » . ;a*e<~» 
poretmn .n tne * -v-e .ere* region Under •»»# «#•••*—
K1 when a v 'leg* - 1
t»oft receive* Mile to and t» 
regional *oaH,ratinn ( »n -ne oil gas and mineral ngmt 

More than naif - f  CIRI i 
interest in tne Kenn «it need 
was acquired indirect* r 
tnrougb the Salamatof village ♦elections That interest n»» 
earns CIRI miiiioni mav oev-e went to tn* Mate 

Smith said it n tv tr sc 
curred to mm to negotiate «ne 
question of CIRI s r.gnt *.o >il 
and gas througn v-tilaga seirc lions in me Kenai gat field 

CIRi alto found a .egal backdoor >nto 'he Swanson 
R iver end Beaver Creea fields

The key was Section Ifcgi o f the Native eiaimi Mill*- ment act First CIRI used the 
Cook (nltt 'and trade to get 
land just outside tne ml and 
gaa fields Thu allowed them 
to acquire penial ownersmp of producing teaaes mat over 
lipped the boundaries of the 
fields Then. CIRf used See 
tlon 144(1 of the claims an. which rem its Native corpora­tions to a share of tha revenue 
from leases us which they 
have an interval, to take a 
third o f th* royalties from 
Swanson River and B*av*r Creek -  about 122 million so 
far Before tha trade. 90 per­
cent of 'hat mooey would have gone to tha state

Legislators w tr* never warned that t44g>" could b* 
us*d to tap stat* royalty in­
come. Smith said he and other 
state officials nmply over 
looked it They first learned soout C IR I s claims jndar 
IVg). they said, wnen sues 
tioned by tht Oaily News last 
month.CIRi knew about Section 
IVg) before the trade. Huhn 
dorf said, but didn t mow 
how it would apply to the 
land trade W# were to 
caught up in receiving our land entitlement that we nev 
er focused on it ‘

But when Huhndorf leemed that 14(g) allowed 
CIRi to take a major share of 
Swaoaon River and Beaver Creek revreu«. b* dido t let 
on testimony ebuut tne sane 
my of state royalty income 
keep him from going after it I would nave ore*co*d my 
fiduciary responsibility to our sharenoiden by not purtu mg tha royalties Besides ne 
said, hia board of directors would hive forced him to go 
after the money C» R l* i reputation for 
sbrewd ouliness dealing 
mates some people douot 
(hat tht 144fj wiodfai! was ai 
unexpected aa Huhndorf says " I  don't think anything 
bippacj by accident, laid 
Rep Doo Young. R A lu is  He smiled when told mat 
Huhndorf had testified that 
stata royalties would not be reduc*4.

G U I shouldn't bo criticised for "taking advantage of the 
state." Young said Th* 

9m*cpa.is urruxs
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Slat* QOt Hs s ta re  In CIRI land deal
People have a tendency to refer to the 

A la ika Native Claims Settlement Act as a 
give-away rather than a settlement of a 
legitimate claim. But let's look at the facts 
In the case of the Cook Inlet land trade.

Cook Inlet Region, Inc., Is In the most 
populated part of Alaska and most of the 
good land around the villages was either 
homesteaded, Vullt upon by the government 
or claimed by tbe state. Mountains and 
glaciers were left.

We went to court and an Anchorage Judge 
ruled that mountain tops and glaciers were 
good subsistence hunting and fish ing  
grounds for Natives. I asked, if  that was 
true, why not trade for some Moose Range. I 
was th in  told by the Fish and W ild life  
Service that a moose couldn't live up there, 
but a Native could.

C IRI appealed tbe decision and the Court 
of Appeals said they bad never seen such an 
atrocious decision and reversed It. The De­
partment of Interior was going to appeal to 
the iftipreme Court so C IRI, o l which I  was 
then the president, decided Io go to Congress 
I  or help.

The Aleska Federation of Natives laughed 
at us when we asked for support. To them 
we were not Natives, since we in C IRI were 
practically a ll quarter or half-Nallve.

Our land department prepared folders 
which consisted of pictures of villages w ith a 
little writing under each. There were also 
pictures of the mountain tops and glaciers 
we'd been offered by Interior. I spent almost 
a year going to the congressmen and women 
who had voted In favor of ANCSA, lobbying 
to get their support.

The state said they had us over a barrel — 
that CIRI had to take whatever was offered. 
Bpt at the last Interior and Insular Affairs 
Committee meeting that ! attended 1 was 
pleasantly surprised. I didn't have to testify. 
After calling the meeting to order, the 
chairman told everyone that "the Depart­
ment of the Interior and tbe State of Alaska 
are going to make an agreement with CIRI 
that Is satlifsctory to CIRI or we. are not 
going to appropriate any money for the 
department." In a coupla of days, the agree­
ment was signed.

Now let's talk about how the state got 
shaded. They received a “small amount ot 
land" In the Anchorage area that was due to 
go to CIRI. Included was the Campbell 
A irstrip , which contained over 30,000 acres 
of land now worth over $100,000 per acre and 
to,000 acres at Point Woronzof, Point Mack­
enzie, Gooae Bay, Ehnendorf and Fort Rich­
ardson that's worth $50,000 an acre today. 
Hence, the "unall amount” of land the state 
recalved Is worth at least $5 b illion . Now tbe 

1 state Is crying because CIRI got $37 m illion 
In additional royalties. In addition, the state 
and the federal government have received 
over $8.6 b illion  In lees and royalties be­
tween 1859 and 1884. If the state Is getting 
shafted what are the Natives getting?

Without ANCSA, the title to the land each 
of us owns In Alaska would be no good. How 
would you, a property owner, feel If a Native 
came along, said his relatives had lived on 
your land and that he wanted it back?

I write this letter because I feel that the 
whole story of the Cook Inlet land trade was 
not published. The negotiators for the slate 
and for CIRI should not be judged too

harshly.
R a lph  A . Johnae 

S a lam a to f Native

Questions on CIRI land gi
Your feature article of Dec 

mistakes cost millions" Is excel! 
er Ronnie Chappell has done an I

As noted, a key to Cook In 
acquisition o l over ha ll o t t 
Kenai gas field Is the federal II 
the village o( Salamatof. It 
unbelievable that Mike Smith, I 
tor o t  the State's Division of I 
longtime staff member of the f 
Land Use Planning Commissi 
realize that the land grant ti 
would, under section 14(g) com 
the Kenai gas Held to the Cook Ii

The existence of Salamatof 
village was very questionable. S 
the A la ika Native Claims Act re 
Native village, to be eligible; 
grant, had to be named In th 
sections 11 or 16. or be compd 
more Natives. In the Egan adm 
protest was filed on the groun 
matof was not listed in sections 
was not composed of 25 or n 
Actually, most of the protests I 
filed were dismissed by the D 
Interior. However, the Egan ac 
anticipating rejection of proli 
talned from the Arctic Slope R< 
ration a waiver of o il and gas r 
granted to the also questions 
Nulqsut, locted on the Colville 
one In the Division of Lands,



forum
employed prior to 1971, knew that •  regional 
Native corporation would acquire mineral 
rights to lands granted to a Native village.

A ll that Mike Smith needed to do was to 
ask the older employees In the Division of 
Lands, especially Dale Tubbs. A ll that Guy 
Martin needed to do was to ask advice 
w ithin his own commissioner’s office from 
B ill Fackler, formerly Deputy Commission­
er. Could Homar Burrell, former Director of 
the Division of Oil and Gas, be right when 
he refers to “Teapot Dome?"

>1lke Smith told your reporter, "When 
you’re in a situation like  that with obviously 
support and Instruction from up the lad­
der. , Who was on that ladder? Gov. 
Hammond? Sen. Stevens?

Tbe environmentalists, as noted in the 
article, pushed for the land trade that gaya 
valuable gas and coal leases to the Cook 
Inlet Region Inc. The environmentalists were 
greatly aided by the flood of environmental­
ly  oriented "planners" who flooded the 
Dlvlsloa of Lands eerly In the Hammond 
years. Without line responsibilities and, for 
the most part, historically unconscious, the 
planners accept preservation and oppose the 
state's legitimate Interest in Its subsurface 
wealth.

S till, there Is one bright spot that shines 
through the dark complex of state errors. 
Roy Huhndorf, head of the Cook Inlet 
Region, does a far better job of balancing 
development and conservation than the 
state. Now that the damage to state royalty 
Income has been done, I believe that the 
m illions of dollars from gas and future coal 
royalties w ill be in the better hands.

— Charles F. H erbert





M E M O R A N D U M

TO: ANWR tour participants (list below)
FROM: Ned Farquhar Aj
SUBJECT: More details
DATE: May 16, 1987

Plarninq

If you haven't yet, please let me know within the next 
couple of days whether you intend to join the tour. There 
are several alternates lined up who wish to go but can't 
join until we get the primaries figured out.

Purchasing transportation

Please purchase your round-trip airfare from your home to 
Anchorage airbanks at least two weeks ahead of time to 
take advantage of excursion fares; there are no excursion 
fares from Anchorage/Fairbanks to Deadhorse. You should 
plan to arrive in Deadhorse the evening of Sunday, June 7 or 
on the earliest plane the morning of Monday, June 8. If you 
expect to join the North Slope Borough oilfield tour 
(described briefly below), you will be leaving Deadhorse 
either late Tuesday night or early Wednesday morning.
(These dates could change if the weather is bad, but we need
to plan on them.)

You can get a TR from me for your travel. But I'll be 
leaving Juneau on Thursday., May 21, so get it while it's 
hot.

Please keep me informed about the travel expenses you bill
to the Committee. I need to keep a current budget.

Lodging

The North Slope Borough will provide lodging for the entire 
group at Deadhorse and Kuparuk. Please pick a roommate and 
let me know so that I can tell the Brrough. The 
accommodations are regular motel-type.

North Slope Borough activities



North Slope Borough activities

So far the Borough has indicated an interest in showing the 
group some of its facilities in Service Area 10. On Tuesday 
morning, if the tour of the calving grounds is complete, the 
.Borough plans to take the group over to Kuparuk for a visit 
that could last overnight. I should have more details on 
this soon and will keep you informed.

Contacts

I need to know your contact phone numbers between the end of 
session and June 7. My schedule is like this: May 21 
travelling; May 22 - June 2 at 804-491-1999; June 2 -June 6 
at 202-234-6030; June 7 travelling. Please call me anytime. 
I will appreciate being posted of any changes in your plans.

I am attaching a copy of Rep. Gotten's original memo on the 
trip and of USF77S' s invitation for your review and files in 
case you have not received this information.

Distribution list

Rep. Pearce 
Rep. Springer 
Rep. Hoffmann 
F -'■Q. Herrmann 
Rep. Davidson 
Rep. Sund 
Rep. Navarre 
Louann Cutler 
Doug Rickey

Rep. Cotten 
Rep. Shultz 
Rep. Adams 
Rep. Grussendorf 
Rep. Davis 
Rep. Boyer 
Rep. Menard



S A M  COTTEN
REPRESENTATIVE

DISTRICT 15

P.O. BOX 296 . EAGLE RIVER, AK 3 9 5 77  
P.O. BOX V, JUNEAU AK 39811

A l a s k a  S t a t e  L e g i s l a t u r e
H ouse of R epresentatives

TO:

FROM:
SUBJECT
DATE:

Resources Committee members
Rep. Ben Grussendorf
Rep. A1 Adams
Rep. Sam Cotten, co-Chair
Caribou calving in ANWR
May 7, 1987

The Department of Interior will be inviting the House and 
Senate Resources Committees and the presiding members of 
each body to tour the caribou calving grounds in the Arctic 
National Wildlife Refuge. Please keep in touch with my 
staff in response to this memorandum.

Scheduling

The current itinerary is to leave Deadhorse (Prudhoe Bay) in 
the morning on Monday, June 8, for half- or full-day 
overflights of the area. This schedule is subject to 
change, Mv staff will need to know a contact phone number 
for you after session in case the schedule does change. The 
Interior Department projects that the calving will occur no 
earlier than June 8, but that the schedule could slip back a 
day or two, to the 9th or 10th of June. Likewise, if the 
weather prevents a tour on Monday, the Department will 
reschedule it for Tuesday.

This means that it will be best to schedule for arrival at 
Deadhorse on the evening of Sunday, June 7.

My staff is also trying to schedule some other oil-field and
North Slope Borough tours for Tuesday and Wednesday after 
the calving grounds tour. If there is something that you 
are particularly interested in, please contact Ned Farquhar. 
I will let you know a more definite schedule for ancillary 
activities as soon as it shapes up.

Departure will depend on logistics and conditions on Monday 
and Tuesday; it should be safe to plan to leave Deadhorse on 
Tuesday evening or Wednesday morning as long as there are no 
disruptions. If you decide not to participate in the oil- ._
field or Borough tours, you could depart Monday evening or


