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of Federal ownership in order to compensate Native 
corporations for the corresponding reduction of the value of 
their Coastal Plain’s ownership. He was unwilling to 
countenance this expansion of private ownership interest, 
particularly since he feels that the State has no vested 
rights under the Mineral Leasing Act. Further, with respect 
to any situation in which the State is not actually a 
participant in the land exchanges, he said that the Interior 
Department lacks the legal authority to grant an overriding 
royalty, because the State would not be in a position to 
provide sufficient consideration to the Federal government.

In summary, I believe that it is unequivocally clear that 
the State requested an overriding royalty on several 
occasions. For the policy and or legal reasons outlined in 
the Assistant Secretary’s letter to you, he steadfastly 
refused these requests.

I hope that my letter clarifies the record. /f you would 
like a further elaboration on this or other subjects 
pertaining to ANWR, please let me know.

Sincerely,

John W. Katz,
Director of State/Federal 
Relations and Special Counsel 
to the Governor

cc: Bill Horn



Statement by Robert Gilmore, Regional Director 
U.S. Fish and Wildlife Service, before the 

House Resources Committee of the Alaska Legislature 
February 13, 1987

OPENING REMARKS

Mr. Chairman, my name is Robert Gilmore and I am the Regional 
Director for the U.S. Fish and Wildlife Service. I am pleased to 
appear before you today on behalf of the Department of the 
Interior to discuss efforts now underway concerning potential 
exchanges involving oil and gas interests on Arctic National 
Wildlife Refuge.

Should Congress decide to open the coastal plain of the Arctic 
Rt-fuge to oil and gas development, several Native corporations and 
the State of Alaska have proposed to exchange some of their 
inholdings within existing Alaska refuges for oil and gas 
resources of comparable value on specifically described tracts on 
the 1002 area of the Arctic Refuge.

As a matter of policy, any Alaskan lana exchanges in Arctic Refuge 
will only come about if Congress opens the area to oil and gas 
exploration and development. In addition, should any exchange 
agreements be successfully negotiated, they will be subject to 
Congressional review and approval.

During the past 18 months, Department of the Interior 
representatives have been meeting with Native corporations and 
State representatives to discuss the terror and conditions that 
might be associated with any potential exchanges. The Fish and 
Wildlife Service has identified, to the participants and others, 
approximately 5 million acres of refuge inholdings that represent 
high priority resource areas. The participants have cooperated 
with FWS to develop exchange proposals that are responsive to 
these priorities. While the final configuration of these 
proposals is still being negotiated, indications are that one to 
two million acres may be available for exchange in 12 of the 16 
Alaska refuges. To date, there has been no identification of 
tracts on the Arctic Refuge for inclusion in such an exchange.

The Alaska Native Claims Settlement Act of 1971 and the Alaska 
National Interest Lands Conservation Act of 1980 allowed for 
Native selections of millions of acres of prime habitat within 
refuges in Alaska. Depending on the amount of lands ultimately 
conveyed, it is estimated that 13-15 million acres of inholdings 
will be established in Alaska's 16 refuges.



ACCEPTANCE OF EXCHANGF PROPO

Responsibility of Regional Director
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Dictated by priority system

Directed at Refuge inholdlj.ts (no other agency involvement)

- No subsu'face

-  No 14(h)(1) sites (generally) 

PARTICIPATION

Participants

Koniag

Akhiok-Kaguyak 

Old Harbor 

Doyon

Approximate 
Size of Proposal

107.000 acres

117.000 acres 

50,000 acres

600.000 acres

Refuges Involved

Kodiak

Kodiak

Kodiak

Arctic, Innoko 
Nowitna,Kanuti

Native Lands Group 

State of Alaska

390.000 acres

792.000 acres

Yukon Delta, Kenai

Togiak, KoyukuR, 
Innoko, Yukon Delta, 
Maritime, Tetlin 
Alaska Peninsula

Approximate Total 2,056,000 acres

BENEFITS

- Assures that high priority resource areas are held in public trust in 
perpetuity

- Eliminates prospect that Native lands might be converted to other uses

- Protects continued subsistence uses by local rural residences

- Allows for early exploratory activity on the coastal plain

- Generates direct and indirect revenues to the Statt and Native 
corporations

- Makes openi lg of the coastal plain more palatable to some



EXCHANGE AGREEMENT
con s is ten t  w ith 1002 (h ) r e p o r t
based on comparable v a lu e

-  in v o lv e s  on ly  oi?, and gas i n t e r e s t  f o r  s p e c i f ie d  pe r iod
-  g ra v e l owned by U .S .
-  T i t l e  XI access r ig h t s  w i l l  be waived
-  con s is ten t w ith u lt im a te  le a s in g  program
-  subsistence easement on inho ld ing s
-  re s c is s io n / te rm in a t io n  c lauses  -  p a r t i c ip a n t s  a re  not guaranteed 

t o t a l  va lue  w i l l  be rece ived
-  DOI approves p lans o f  op e ra t ion s
-  DOI get "down-hole" in fo rm a t ion

$
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The Honorable Donald P. Hodel 
The Secretary of the Department 

of Interior 
Washington, D.C. 20240

Dear Mr. Secretary:

We are deeply concerned about an effort underway at the 
Department of the Interior to exchange native inholdings in 
wildlife refuges in Alaska for subsurface rights in the coastal 
plain of the Arctic National Wildlife Refuge, presumably so this 
area can be developed for oil and gas. Pursuant to Section 1002 
of the Alaska National Interest Lands Conservation Act, Congress 
deferred the decision to develop or preserve this sensiti area 
.until an assessment could be made of the oil and gas potential 
and the effects development of these resources would have on fish 
and wildlife, native culture and subsistence, and wilderness 
values. Ongoing negotiations with Native regional corporations 
on a land exchange may jeopardize the objectivity of the report 
to Congress. Moreover, the proposed exchange will complicate and 
possibly prejudice a decision by this body regarding the fate of 
these lands. • .

Furthermore, we are dismayed to learn that the U.S. Fish and 
Wildlife Service has sent 8 real estate appraisers' to Alaska at a 
cost of nearly $300,0C0, yet has failed to formally notify the 
appropriate committees of Congress of the intended land exchange. 
This is contrary to the intent of the Conference Committee Report 
for the Fiscal Year 1986 Interior Appropriations Bill (P.L. 
98-473), which requires that the "appropriate committees of 
jurisdiction be consulted before exchanges in [national wildlife 
refuges and national park units in Alaska] are proposed." .

We therefore urge you to suspend efforts to negotiate an 
exchange of native inholdings in wildlife refuges in Alaska for 
native-owned subsurface rights in the coastal plain of the Arctic 
National Wildlife Refuge until Congress has decided future 
management of this area.

A tta chm en t 
W i l l i a m  P. 5 t o  th e  D e c l a r a t i o n  o f  

Horn -  page 12
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w Honorable Oale L.  dumpers

ea Spates Senate r
ington, D.C. ^UblU ^

Dear Senator Bumpers:
Than* you for your  l e t t e r  of August Id,  1986, urging the Department of the 
Inter ior  to suspend i t s  e f f o r t s  to negot iate an exchanye o f  native-owned 
inholdings in national w i l d l i f e  refuges in Alaska for  subsurface r ights in 
the coasta l  plain of  the Arc t i c  National Wi ld l i fe  Refuye.  I regret the 
delay in providing a response to your concerns.
Since .'I have had no personal involvement in t h i s  matter ,  I have referred 
your l e t t e r  to the responsible o f f i c i a l ,  Ass i stant  Secretary f o r  Fish and 
Wi ld l i fe  and Parks Wil l iam P. Horn. Mr. Horn's explanation of  the Depart­
ment's pos i t i on regarding th i s  exchange is enclosed f or  your information.
A share and appreciate your desi re t o  ensure that  the future ust' o f  the 
coastal  p l a i n ' s  resources be premised upon a sound and ob j ec t ive  bas i s .
I am confident that  the current departmental e f f o r t s  at exploring an ex­
change that  wi l l  be sub ject  to Congressional approval wi l l  not j eopardize  
our mutual g o a l .

S i nc er e l y ,

9

UUNALD HAUL HUUEL

Enclosure
cc :  Regional D i r ec t o r ,  Keyion 7

Kefuye Manayer, Ar t ie  nwk 
Secre ta ry ' s  Heading Fi le  ( 2 )  6UD MI
Directorate Heading F i le  3252 MI
DU Chron 32b2 MI 
RF/CCF 2343 MI 
LS 3U4U MI 
CCU 3U12 MI 
CL 6242 MI 
FW 3147 MI 
ES (8 )  6221 MI 
SUL 7129 MI 
LM 6628 MI 
IA 464U MI 
HBA b119 MI

2343 :DCiccone : scb : lU/ lb/86 : 343 -2byu:Control  Number 248bb UC-8-3
Identical Let ters Sent To:
b i 1 1 Bradley,  Patrick J .  Leany, Wil l iam Proxmire, John U. Kock f e l l e r ,  IV
Daniel Patr i ck Moyniham, Carl Levin, Howard M. Metzenbaum, Paul Simon,
(jary W. Hart and Albert Core,  J r .

Attachment 5 to the Declaration of
William P. Horr - page 14



Memorandum
To: Secretary
From: Assi stant  Secretary for  Fish and Wi ld l i fe  and P
Subjec t :  Arc t i c  National Wi ld l i f e  Refuge Land Exchange
This memorandum i s  in response to your referra l  of the August 15,  1986, l e t t e r
from Senator Dale L.  Bumpers and 10 otner Senators concerning the Arc t i c  
National Wi ld l i f e  Refuge (ANWR). You have asked me to review t h e i r  concerns 
about the potent ial  exchange o f  subsurface in te res t s  in the coasta l  plain of 
the ANWR for  native-owned inholdings on other refuges.
I can assure you that  the Department's considerat ion of  a poss ib le ANWR 
exchange concurrent with preparat ion of the report  to Congress required by 
sect ion 1002(h)  o f  the Alaska National Interest  Lands Conservation Act 
(ANILCA) wi l l  not compromise the ob j e c t iv i ty  of  the 1002(h) report  or p r e j u ­
dice Congressional act ion on any of the  repor t ' s  f indings and recommendations.
In passing sec t i on 1002(h) of ANILCA, Congress ca re fu l ly  prescr ibed the prepa­
rat ion of a balanced and thorough report  which evaluates the surface and
subsurface resources of the coastal  pl a in and the impacts of any fur ther
explorat ion f o r ,  and development and production o f ,  o i l  and gas in that  area.
An i nte rd i sc ip l ina ry  team of over 50 experts within the Department has been 
working d i l i gent ly  over the past 5 years to produce a highly informative and 
credible repor t .  I t  has always been our goal to  submit a report containing a l l
the information that  Congress has requested to determine how the coastal  plain
should best be managed jn the fu t ur e .  I have no doubt that  our report  wi l l  
accomplish t h i s  g o a l .
The exchange to which the Senators'  l e t t e r  refers could present the means of 
acquiring vast amounts of  important f i s h  and w i l d l i f e  habi tat  from a small 
group of landowners. Native corporat ion inholdings within w i l d l i f e  refuges and 
parks tota l  mi l l ions of  acres including lands with unsurpassed f i sh  and w i l d l i f e  
values.  We are s t a t u t o r i l y  r es t r i c t ed  to acquiring these holdings on a wi l l ing  
s e l l e r  basis only.  Therefore,  when we were approached by a number o f  these 
corporat ions wi l l ing t o  o f f e r  t h e i r  inholdings in an exchange involving ANWR,
I decided i t  was worth pursuing negot i a t i ons .  We have, however, consistent ly 
not i f i ed the native corporat ions that no exchange proposal ( i f  agreed upon) 
could go to Congress unt i l  a f t e r  the Secretary made an independent decision on 
the sect ion 1002(h) report and that  any proposed exchange wi l l  require Congres­
sional approval notwithstanding our administrat ive author i ty to consummate such 
exchange pursuant to sect ion 1302(h) of ANILCA. Thus, because we recognize the

$
Attachment 5 to the Declaration of
William P. Horn - page 15
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w  significance that such an exchange would have, we agree that Congress should

have the deciding voice in determining whether the exchange will go forward. 
In this manner, ade\uate Congressional review and oversiaht is assured.In this manner, adequate Congressional review and oversight

I hope this memorandum provides sufficient information with which to answer the 
Senators' letter. I will of course be glad to answer any additional questions 
that they may have.

Attachment 5 to the Declaration of
William P. Horn - page 16



BOX 38 • GALENA, ALASKA 99741 . PHONE (907) 656-1606

December 22, 1987

The Honorable Sam Cotten 
Alaska State Representative 
P.O. Box 296 
Eagle River, AK 99577

Re: ANWR Native Land Exchanges

Dear Representative Cotten:

The purpose of this leter is to respond to a letter you have 
recently written to Senator Jan Faiks relating to the Native land 
exchange in the Arctic National Wildlife Refuge (ANWR). Your
letter to Jenator Faiks contains the following statement: ". . .
the proposed land trades could do enormous violence to the general 
interest of the people of the State of Alaska". We believe that
statement is incorrect. The purpose of this letter is to state
the reasons we believe that statement is incorrect, ard to urge
the opening of a dialogue with the Native trade partic:, pants.

In seeking to respond to your statements, it is necessary 
first to focus upon the basis for your concerns. We do not under­
stand your concern to be one relating to federal game management 
policy. Of course, you are aware that significant percentages of 
important water fowl species and other game, including Kodiak 
Island brown bears, live on huge private property inholdings in 
the National Wildlife Refuges in Alaska. You are also aware that 
significant public recreation presently takes place i trespass on 
private property inholdings in game refuges, such as the Russian 
River fishing area. Both of these circumstances would be 
corrected by the land exchanges. However, we do not understand 
that you are concerned with these problems.

Nor do we understand you to be concerned with the human bene­
fit of the exchanges. As you are certainly aware, the standard of 
living in many Bush villages in Alaska is very low. Nowhere else 
in America do people live in such isolation and poverty, and under 
such harsh conditions. As you know, there is no real hope of 
escape from such conditions. As a result, alcoholism and drug 
abuse have become widespread, and suicide is the highest cause of 
death among young males in many of these Bush villages. The 
exchanges present the first possibility of real change for the 
village participants. The corporations will be able to offer
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employment and educational opportunities as well as regular divi­
dend distributions. The villages finally will have the opportuni­
ty to improve the harsh environment in which their shareholders 
live. However, we do not understand you to be concerned with the 
human benefits of the exchanges either.

Nor do we understand your concern to be one of State economic 
development. You probably know that the exchanges represent the 
first time any Alaskan corporation will have a stake in Nor ..n 
Slope oil development, and that 100$ of the economic benefits that
flow to the Alaska Native corporations will stay in the State,
because these benefits will be paid to Alaskan shareholders and 
spent in what are now economically fallow areas of the State. 
This will directly encourage substantial in-state economic devel­
opment. You probably also know that the State government would 
otherwise only get a 50 percent share of funds from ANWR, and that 
50 percent of that, in turn, would be invested by the Permanent 
Fund outside the State.- returning only the earnings to Alaskan 
citizens. In other words, 100 percent of the income generated by 
the trades stay in Alaska, while only 25 percent of same ANWR 
revenues (plus the earnings on another 25 percent) would stay in 
the State without the trades. But we do not understand you to be 
concerned with economic development in Alaska.

What we do understand your concern to be is purely one of
State government revenues - - the mistaken perception that a sig­
nificant amount of State revenue will be lost as a result of the 
land exchanges. However, such concerns are misplaced.

First, it is important to analyze the source of the State’s 
revenues from oil and gas operations. About 60 percent of the 
State’s oil and gas revenues are generated by taxes which would 
apply to ANWR trade lands just as they do elsewhere. Such taxes 
include 
income

severance taxes, oil ana gas property taxes, corporate
taxes, etc. That 60 percent 

is completely unaffected by the land
of State 
trades.

oil and gas revenues

Second, the remaining 40 percent of State oil and gas reve­
nues is derived from bonuses and royalties. But only a tiny 
portion, if any, of State revenues from those sources is affected
by the exchanges. In analyzing the impact of the trades on the
State's royalty revenues, it is important to understand four 
things: First, Congress will probably not open ANWR without di­
minishing the State’s share to 50 percent, from its present 90 
percent, of the 12.5$ federal royalty. That means the State’s 
share of federal ANWR royalties is cut by nearly half. Second, 
only about 14 percent, or one-seventh, of the ANWR Coastal Plain 
lands identified as "on-structure" by the BLM have been affected
by the exchanges. The State’s right to share in royalties and
bonuses from the other six-sevenths of "on-structure" lands is 
unaffected. Third, the royalty income the Native corporations get 
from ANWR will be subject to taxation by the State. Fourth, this
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Native royalty interest is in some cases significantly higher than 
the 12.5 percent federal royalty rate.

In summary, the total fiscal impact of the exchanges on State 
revenues represents the difference between 50 percent of a 12.5
percent federal royalty, and the amount the State receives from
taxing the Native trade participant on 100$ of their (possibly 
higher) retained royalty shares. The State may actually get more 
by directly taxing a higher Native royalty than it would get from 
sharing 50 percent of 12.5 percent. This minimal effect occurs 
only with respect to one-seventh of the "on-structure" ANWR lands. 
The State's revenues from the remaining six-sevenths of the lands 
is unaffected.

The easiest way to illustrate the relative difference is to
consider that, of the 40 percent of its revenues the State would
derive from royalties and bonuses if it owned all the Coastal 
Plain lands, the State's 50-50 share means it would get only 20 
percent. Added to the sixty percent derived from taxes, the State 
gets 80$, instead of 100$ of the revenues. The Native land 
exchanges affect only one-seventh of the on-structure lands: 
assuming the Native lands also have one-seventh of the oil, then 
the trades impact one-seventh of 20$ of State revenues, or a 
decrease of about 3 percent, to 77$ from 80$. In turn this 3 
percent impact on the State's interests is subject to taxation, 
which may eradicate the difference.

That is a tiny difference, at best. When analyzed complete­
ly, the impact of the land exchanges on State revenues goes from 
one of "enormous violence" to one of insignificant or nonexistent 
impact.

Even assuming there is a minor economic impact remaining 
after taxation, it could be totally vitiated if the State returned 
to the land exchange table itself. If it did so, it would collect 
100 percent, and not 50 percent, of the royalties and bonuses on 
the lands it thereby obtained, while still preserving its revenues 
from taxation of the Native royalty interests and bonuses.

We believe a significant amount of misinformation has been 
circulated concerning the lands which remain after the land 
exchanges, to the effect that all or substantially all the "good" 
lands are now gone. Nothing could be further from the truth.
First, an entire, massive, and highly prospective structure
totalling about 140,000 acres located on the upper Jago River was 
not touched by the trade at all. Second, only 15 percent of the
massive Niguanak structure lying in the east of the coastal plan
was affected by the land exchange. This is because the tract 
values were simply too high for the Native land trade participants 
and thus they were forced instead to take acreage positions on 
small plays spotted around the Coastal Plain. It should be noted
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that, were the State to return to the bargaining table, many 
valuable and highly prospective tracts thu3 remain available for 
the State to obtain. It should also be recalled that the State 
has about double the trade values of all of the Native trade par­
ticipants put together and could easily afford these high quality 
tracts.

A significant amount of misinformation about the impact of 
the land exchanges has been spread by a State bureaucracy that, 6 
months ago, claimed it did not possess enough reliable geological 
and geophysical information to engage in land exchanges, and which 
now considers itself able to speak with conviction concerning the 
presence of oil in structures it previously claimed to be ignorant 
of. The reliability of the present statements can be gauged by 
noting that the present statements completely contradict those 
made 6 months ago, and by the fact that no new seismic work or 
geological work has been done in the meantime.

Representative Cotten, we are concerned that the 23>000 
shareholders of the trade participants not be caught in a partisan 
political crossfire in the State Legislature, or trapped by a 
general dislike of Native corporations which is based in ideology 
and~~not~~i n f_ar ^  The land exchanges have much to recommend them, 
in terms of significant game management benefits, human benefits, 
and benefits of economic development which accrue to the State's 
economy as a whole. In turn the costs to the State government are 
insignificant or nonexistent and can bs avoided altogether if the 
State returns to the trade table.

We are concerned that a clear and fair picture of the trades 
ha3 been obscurred by the bias of some of the old elements in 
Alaska who oppose any benefits for Alaska's Bush communities, and 
who believe that the only appropriate place for revenues is in the 
State coffers, instead of in the hands of the private economy. We 
are also concerned that the misinformation sown by these elements 
may have misled some in our Legislature. We would like a chance 
to meet with you to share further information on the exchanges 
that may not have been previously available to your staff.

MH: st

cc: Governor Cowper
Senator Jan Faiks 
All Legislators 
All Senators

Sincerely,

GANA-A' YjpO, LIMITED
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P.O. BOX V, JUNEAU , AK  99B11

January 14, 1988

Max Huhndorf, President 
Gana-a1 Yoo Ltd.
Box 38
Galena, AK 99741

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

H o u s e  o f  R e p r e s e n t a t i v e s

REPRESENTATIVE
SAM  COTTEN

OISTRICT 15

Dear Mr. Huhndorf:

Thank you for writing me about the proposed land exchanges in 
the Arctic National Wildlife Refuge. I must take issue with 
your statements alluding to prejudice against Alaska native 
corporations. It is simply untrue that my opposition to the 
trades is based on "a general dislike of Native corporations, 
which is based in ideology and not in fact." In fact I'm not 
even sure what this statement means. I hope you are not 
suggesting a racial motivation; if so, nothing could be 
further from the truth.

I welcome your invitation to open a dialogue with nat-’ve land 
trade participants. This fall at the Anchorage Public Policy 
Forum meeting mentioned in my memorandum to Senator Faiks, 
forum organizers were unable to locate trade supporters 
interested in such dialogue. At last year's House Resources 
Committee meetings on the land trades, a representative of one 
involved ANCSA corporation insisted on secrecy in the trade 
process. Obviously, it has not been easy to conduct a 
dialogue on this issue.

I would like to address a number of your points. Repeatedly 
you have attempted to ascribe to me views or positions that I 
simply do not hold. For instance, by questioning! the land 
trades as structured, I do not oppose recreation and public 
use of affected trade parcels but I believe that the public 
interest could well be served by acquisition of these parcels 
in some other way.

9
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I also recognize that the habitat value of the trade acreage 
is high and worth protecting in many cases. I believe that 
the federal government should dedicate some portion of the 
revenue stream from ANWR leasing to acquiring refuge 
inholdings at their market value.

I do not question your statements regarding the social needs 
of Alaska villagers; in fact I have long been a strong 
supporter of adequate social funding to address alcohol and 
drug abuse, health problems, and community development 
throughout the state. But I must take issue with land trade 
supporters who believe that the trades constitute the means to 
address these problems. The trades are speculative at best.
If the acquired acreage does not produce oil and gas, the 
trades could result in the elimination of Native landholdings 
(and revenue base) resulting in even greater demand for 
state-supported public services.

I noted, with interest, a story in today's Anchorage Daily 
News, entitled "Nulato's Bid to Just Say No". It appears that 
your corporation, over the strong objection of local 
villagers, is leasing land for a liquor store near Nulato.
Your chief executive is quoted as saying, "We didn't get into 
the right or wrong of the alcohol issue. De it right or 
wrong, our intent was to lease it." Is this action consistent 
with your letter to me discussing the problem of alcoholism in 
the villages and the role of the village corporations in 
addressing it?

It is not clear to me that the trades will increase economic 
benefits and economic development in Alaska. They could 
concentrate a large amount of wealth among a few Native 
corporations rather than in the general public's control 
(e.g., the Permanent Fund, which directly benefits every 
Alaskan). And i t  is misleading to imply that ANCSA 
corporations focus their spending entirely instate. The 
acquisition of media-holding companies on the east coast by 
one ANCSA corporation, and the development of properties held 
out-of-state, may benefit _some ANCSA shareholders but provide 
at best a tertiary benefit for the Alaska economy. 
Additionally, the diversion of Congress' attention from the 
central issue of opening the coastal plain may have already 
slowed down the economic development that will result from a 
decision to open the coastal plain.

Some other points deserve to be made. TV*, trades were 
consummated behind closed doors, based on speculative 
appraisals rather than on a market test such as competitive 
bidding. This could deprive the federal treasury (not just 
the State of Alaska) of large amounts of revenue, amounting to 
a windfall for the ANCSA corporations and theix oil industry 
partners.
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I do support the opening of ANWR to responsible exploration, 
and hopefully the production of oil. I think all Alaskans 
would benefit from this activity and hope we can all work 
together in support. I feel that opposition from the ANCSA 
corporations unless they receive a benefit at the expense of 
the general Alaskan public would be counter to the best 
interests of Alaska.

I also do not accept your calculations regarding tho. effects 
of the trades on state tax revenues. State geologists 
indicate that the oil and gas potential of the affected ANWR 
acreage is much higher than would be indicated by the simple 
percentages you chose to present in your letter. Also, in 
defense of the state geologists whom your letter attacks, I 
must say that I have not heard them "speak with conviction 
concerning the presence of oil in structures (they) previously 
claimed to be ignorant of." On the other hand, I have heard 
them advocate a market test of the Interior Department’s 
appraisals and question their geological basis.

In closing, please allow me to restate that I do not belong to 
any group showing "bias" or "oppos(ing) any benefits for 
Alaska's Bush communities." I am disappointed that this ’as 
been implied. I do respect the economic interests that 
represent and look forward to a continuing dialogue with ou.

Sincerely,

Sam Cotten 
Representative

cc: Govenor Cowper
All Legislators

$



J a n u a r y  11 ,  1988

House of Rep re sen ta t i v e s  
S ta te  o f  Alaska 
Pouch 7
J u n e a u ,  AK 99811 

Re: A laska Wildlife Re fuge  E x ch an ge s  -  The  Native Pe r sp ec t i v e

Dear Rep re sen ta t iv e :

As you are  aw a re ,  the proposed Arct ic  National Wildl ife Re fuge  
(ANWR) land e x ch an g e s  have  become co n t ro ve r s i a l .  T h i s  h a s  
spawned  a con s ide rab le  amount of m is in format ion ,  m i su n de r s t a nd in g  
and rhe to r ic .  Becau se  t h i s  i s s u e  wi ll  undoub ted ly  come before the  
A la ska  Leg i s l a tu re  in 1988 ,  we be l ieve  it i s  important tha t  you a re  
aware  of the Native p e r spec t i v e  on the  land e x c h a n g e s .

Enc losed is a copy of our j u s t  completed booklet ent i t led "A la ska  
Wildl ife Re fuge  E x ch an ge s  -  The Native P e r s p e c t i v e . "  T h i s  booklet 
s u c c in c t ly  out l ine s  the major a sp e c t s  of  the  proposed e x c h a n g e s ,  
d e s c r i b e s  the b ackg round  a g a in s t  wh ich the Native co rpora t ions  
en te red  exchange  nego t ia t ion s ,  and enumera te s  the  v a r i ed  and  v e r y  
important  w i ld l i fe  h ab i t a t s  encompassed by the Native r e fu ge  
inho ld in g s .

We s in c e r e ly  hope tha t  you will t a ke  a few moments to read the 
book let ,  and we encourage  you to contact  the  co rpora t ions  invo lved 
for fu r th e r  information ( s e e  back  c o v e r ) .

Welcome to Ju n e au ,  and our  b e s t  w i sh e s  for  a p roduc t ive  s e s s i o n .  

S in c e r e ly ,

A kh io k -K a g u y a k ,  Inc .  Doyon,  Limited

Ralph E lu sk a
Ch ie f  Execu t ive  Off icer

Morri s Thompson 
P re s id en t

P.O. Box 93330
Anchorage, Alaska 99509-3330
(907) 272-3522



House of R ep re s en ta t i v e s  
J a n u a r y  11 ,  1988 
Page  Two.

i l a t iv e  Lands

rown 
Project^-Bl rector

L. P . Old Harbor  Native Corporat ion

Linda Le s te r  
T r e a s u r e r

Gana-A 'Yoo,  Limited

Max^H imndor f  
P r e s id en t

Kon iag ,  Inc .

F r a n k  Pagano /  
P r e s id en t

p a t 5 1 /062

* A l imited p a r tn e r sh ip  inc lud ing  13 Native co rpora t ions  -  Aleut 
Corporat ion;  A sx in u k  Corporat ion;  Bethe l  Native Corporat ion;  Chevak  
Company Corpora t ion;  Cook Inle t Reg ion ,  I n c . ;  Kenai Native 
Associat ion;  NIMA Corpora t ion;  Nunakau iak  Upik Corporat ion;  Paimiut 
Corpora t ion;  Salamatof Native Assoc ia t ion ;  Tunun rm iu t  R in i t  
Corporat ion;  and Tyonek  Native Corporat ion .



NATIVE LANDS GROUP 
P .O .  Box 93330 

Anchorage ,  A laska 99509 -3330

December 15, 1987

Rep re sen ta t i v e  Sam Cotten
P .O .  Box 296
Eag le  R i v e r ,  AK 99577

Re: ANWR Land E x ch an ge s

Dear* R ep re sen ta t i v e  Cotten:

As p a r t i c ip an t s  in the  proposed ANWR land e x c h a n g e s ,  we ,  a s  A la ska  Native 
co rpo ra t ion s ,  a re  v e r y  concerned about the  posit ion the  State  o f  A la ska  is  
t a k in g  with r e spec t  to the e x c h an g e s .  Th rough  le t te r s  from the  Governor and 
cer ta in  le g i s l a to r s  you have  rece ived information oppos ing  the e x c h a n g e s .  As 
with any  i s s u e ,  the re  a re  two s id e s  to the s t o r y ,  and we w i sh  to prov ide  you 
with the enc losed information to prov ide  some b a s i s  for u nd e r s t an d in g  the 
Natives '  p e r spec t i ve  on the  e x c h an g e s .

We be l ieve the e x ch an g e s  a s  a whole are  in the be s t  i n t e r e s t s  of the c i t i z e n s  of 
the s t a t e ,  and be l ieve  tha t  the S ta te ' s  d i r ec t  par t ic ipat ion in the  e x c h an g e s  will 
be of even g r e a t e r  bene f i t .

We hope you will t ake  the time to rev iew th i s  material  a s  the  e x ch an g e s  promise 
to be a major i s su e  du r in g  the upcoming l e g i s l a t iv e  s e s s i o n .

S in c e r e ly ,

A k h io k -K ag u y a k ,  Inc. 
Doyon Limited 
Gana-A'Yoo Limited

Kon iag ,  Inc.
Native Lands  Group,  L . P .
Old Harbor Native Corporat ion



FOR IMMEDIATE RELEASE

By :

A kh io k -K a g u y a k ,  Inc.
Doyon Limited 
Gana-A'Yoo Limited 
Kon iag ,  Inc.
Native Lands  Group ,  L . P .
Old Harbor Native Corporat ion

SUMMARY

The  Sta te  of Alaska made a monumental m is take  l a s t  F eb ru a ry  tha t  could co s t  it 
s u b s t a n t i a l  r evenue s  i f  not rec t i f ied soon ,  and now the Department  of Natural 
Re sou rce s  (DNR) is  engaged  in a major c o v e r -u p  to d i v e r t  pub l ic  at tent ion from 
tha t  m is take .

In s tead  of wav ing  m is lead ing  and s e l f - s e r v i n g  a n a l y s e s  r e g a rd in g  the proposed 
land e x c h an g e s  which a re  c r ea t in g  an a tmosphere  not conduc ive  to the opening 
o f  ANWR i t s e l f ,  the S ta te  shou ld  be a n sw e r in g  one key  que s t ion .  It i s  a 
ques t ion  e v e r y  c i t i zen of A laska shou ld be a s k i n g  h i s / h e r  Governor and e lected 
r ep r e s e n t a t i v e s  . . . .

Why is the S tate  of A laska not p a r t ic ip a t ing  in the land exchange
p r o c e s s ?

C o n s id e r :

o The  Sta te  of Alaska was  an ac t ive  p a r t ic ip an t  wi th Native corporat ions  
in land e xchange  negot ia t ions  for many months be fore the  s p r in g  of 
1987 .  T h en ,  in F e b r u a r y ,  DNR Commiss ioner Judy  B rady  and her
s t a f f  conv inced the Governor  that  even  with  i t s  un ique  a c ce s s  to
p rop r ie t a ry  d a ta ,  DNR did not know enough  about  the s u b s u r f a c e
re sou rc e s  and was t h u s  unab le  to se lec t  d e s i r ed  oil and g a s  t r a c t s  in 
ANWR, and the State  a b rup t l y  pul led out of the exchange
nego t ia t ion s .

o In October a f te r  Native g ro u p s  had made the i r  t r a c t  iden t i f ica t ions  in 
ANWR, and with no new data a v a i l a b l e ,  D iv i s ion  of Oil and Gas
Director  Jim Eason made a s t a r t l i n g  a bo u t - f a c e .  He s udden ly
produced a geo log ica l s t r u c t u r e  map and repor t  and announced tha t  
the  t r a c t s  ident i f i ed by  the  Native corpora t ions  were  on the- most
p ro spec t ive  s t r u c t u r e s .

Quest ion:

V/hy did the D iv i s ion of Oil and G as ,  with i t s  un ique  a c c e s s  to both 
p rop r ie t a ry  well and se ismic d a ta ,  fail to p rov ide  tha t  information to 
the  Governor in F eb ru a ry  before  the dec i s ion was  made to w i thdraw

December 14, 1987

from the exchanges?
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FOR IMMEDIATE RELEASE

December 14 ,  1987

By :

A kh io k -K a g u y a k ,  Inc.
Doyon Limited 
Gana-A'Yoo Limited 
Koniag,  Inc.
Native Lands  Group ,  L . P .
Old Harbor Native Corporat ion

SUMMARY

The Sta te  of A laska made a monumental m is take  l a s t  F e b ru a r y  tha t  could cos t  it 
s u b s t an t i a l  r e v enue s  i f  not rec t i f ied  soon ,  and now the Department of Natural 
Re source s  (DNR) is  engaged  in a major c o ve r -u p  to d i v e r t  pub l ic  at tention from 
tha t  m is take .

In s tead  of w av in g  m is lead ing  and s e l f - s e r v i n g  a n a l y s e s  r e g a rd in g  the  proposed 
land e x ch an g e s  which a re  c r ea t in g  an a tmosphere  not conduc ive  to the  opening 
of  ANWR i t s e l f ,  the S ta te  shou ld  be an sw e r in g  one key  que s t io n .  It i s a 
quest ion  e v e r y  c i t i zen  o f  A la ska  shou ld  be a s k in g  h i s / h e r  Governor and elected 
r ep re s en t a t i v e s  . . . .

$
Why is the  S ta te  of A laska not p a r t ic ip a t ing  in the  land exchange  
process?

Cons ider :

o The  State  of A la ska  was an ac t ive  p a r t ic ipan t  with Native corporat ions  
in land e x ch an g e  negot ia t ion s  for many months be fore the s p r in g  of 
1987 . T h en ,  in F e b r u a r y ,  DNR Commiss ioner Judy  B rady  and her 
s t a f f  conv inced the  Governor that  even with i t s  un ique  a c ce s s  to 
p rop r ie t a ry  d a t a ,  DNR did not know enough  about the s u b su r f a c e  
re sou rc e s  and was  t h u s  unab le  to se lect d e s i r ed  oil and g a s  t r a c t s  in 
ANWR, and the State  ab rup t l y  pul led out of the exchange  
nego t ia t ion s .

o In October a f t e r  Native g ro u p s  had made the i r  t r a c t  iden t i f ica t ions  in 
ANWR, and with no new data ava i l ab le ,  D iv i s ion of Oil and Gas 
D irector  Jim Eason made a s t a r t l i n g  abou t - f a c e .  He sudden ly  
produced a geo log ica l s t r u c t u r e  map and repor t  and announced tha t  
the  t r a c t s  ident i f ied  by  the Native corpora t ions  were  on the most 
p ro spec t ive  s t r u c t u r e s .

Quest ion:

Why did the D iv i s ion  of Oil and Gas ,  with i ts  un ique  a c ce s s  to both 
p rop r ie t a ry  well and se ismic  da ta ,  fai l to p rov ide  tha t  information to 
the Governor in F eb ru a ry  before  the dec i s ion was  made to w ithdraw
from the exchanges?



$: ■ i  W : : :

The  an sw er  a p p e a r s ,  in h i n d s i g h t ,  to have  been a fa i lu re  in judgment  by the 
Div i s ion of Oil and Gas in c i t in g  the  " . . .  in ab i l i t y  of anyone  to se lec t  d e s i r ed  
t r a c t s ,  not j u s t  the  S ta te  How is i t then that  the Native corporat ions
were ab le  to make se lec t ion s  tha t  the  s ta te  now con s id e r s  so va luab le?

Even today ,  however ,  the S ta te  s t i l l  r e t a in s  an unpara l le led  oppor tun i ty  to 
protect the S ta te ' s  posit ion in ANWR and to par t ic ipa te  in dec i s ion s  r e g a rd in g  
that  re fuge  — all by  immediately re jo in ing  the land e xchange  p ro c e s s .

Cons ider :

^ h e  F i sh and Wildl ife S e rv ic e  (FWS) has  repea ted ly  e x p r e s s e d  in t e re s t  
in e x ch an g in g  lands  in ANWR for approx imate ly  7 0 0 , 0 0 0  a c r e s  of s t a te  
l and s .

The s ta te  l ands  de s i r ed  by the FWS have  publ ic  v a lu e s  of 
approximate ly  $600/ac  (tota l :  $420 m il l ion ) .

The State a l re ady  ha s  determined that  the  h i g h e s t  and b e s t  u se  of 
the se  l ands  is  for w i ld l i fe  hab i ta t  p u r p o s e s ,  and the A laska 
Department of F i sh  and Game will reta in  management control of the se  
lands even i f  they  en te r  the re fu ge  s y s tem .

Although Native co rpora t ions  have  identi f i ed t r a c t s ,  tremendous 
opportun i t ie s  remain becau se  the re source  potentia l  i s  so g r e a t .  The 
corporat ions  did not have  enough exchange  va lue  to even approach 
se lec t ing  all the most p romis ing  p ro sp e c t s .  S pe c i f i c a l l y ,  over  20 
t r a c t s  va lued in e x c e s s  of $700 million are  now ava i l ab le  to the State 
r i g h t  atop the most p romis ing  s t r u c t u r e  in ANWR.

in other w o rd s ,  for l e s s  than s e ven  ten th s  of one pe rcen t  of the 
S ta te ' s  105 million ac re  land ent i t lement ,  the  Sta te  can e s s en t i a l l y  tu rn  
700 ,000  a c re s  with v e r y  low "commercial ly economic" v a lu e s  into $420 
million worth of land se lec t ions  in the hear t  of the most p romis ing  oTT 
and g a s  s t r u c t u r e  in North America.

Ques t ion :

Does DNR's p re sen t  cou r se  of act ion rea l ly  bene f i t  the S ta te ' s  c i t i z e n s  
in the long - te rm ?

•k
See: Alaska D iv i s ion of Oil and Gas re spon se  to "C r i t ique  of a C r i t i q u e , "

November 20 ,  1987,
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Cons ider

Vir tua l ly  all know ledgeab le  o b s e r v e r s  have  ag reed  for some time that  
the State  will not reta in  i t s  90% sh a r e  of federa l  r e v e n u e s  from oil and 
g a s  development w ith in  ANWR. A much more l i k e ly  f i g u r e  will be 50% 
of r ev enue s  a s  Governor Cowper ind icated would be acceptab le  in h i s  
most recent  te st imony before C o n g r e s s .

o For A la sk a ,  the  potentia l  to pa r t ic ipa te  d i r ec t ly  in ANWR oil and g a s
r i g h t s  i s a " o n c e - i n - a - c e n t u r y "  oppo r tun i ty .  In f a c t ,  it may well be 
the i a s t  su ch  oppor tun i ty  of a n y  con sequence .

o By jo in ing  the e xchange  p roce s s  now the State  a s sum e s  a "w in -w in "
pos i t ion .  I f it s u c c e s s f u l l y  r e t a in s  i t s  90% sh a r e  of federa l  r e v e n u e s ,  
it can s imply drop the e x c h an g e .  I f  C o ng re s s  r educe s  the S ta te ' s  
s h a r e  to 50%, the Sta te can execu te  i t s  option for e x ch ange  and 
completely protect the  other  50% o f  r e v enue s  on the h i g h - v a lu e  t r a c t s  
it will have  se le c ted .

Quest ion :

I r r e sp e c t iv e  of whether  the Native e x ch an g e s  a re  a pp ro ved ,  i f  the 
Sta te does not pa r t ic ipa te  in an e x c h an g e ,  and C o ng re s s  reduce s  i ts  
r evenue  s h a r e  to 50% a s  e xpec ted ,  the State  e f f e c t i v e ly  will have 
walked away from sub s t an t i a l  r e v e nu e s  by  r e fu s in g  to exchange  a 
mere fract ion of i ts  land ent it lement for oil and g a s  r i g h t s  in ANWR.

Why is the State  not at the  land e xchange  table?

DISCUSSION

We are appa l led by the shoddy  and f r a n k l y  em ba r r a s s in g  tac t i c s  employed by 
DNR in i ts  a t t a ck s  on the ANWR land e x c h a n g e s .  The  Sta te  appea r s  bent  upon 
fu l f i l l in g  i t s  own p rophe sy  tha t  the proposed e x ch an g e s  will d e t ra c t  from the 
major ques t ion  of Congre s s iona l  approva l  to open ANWR. On December 9 th ,  for 
example ,  DNR re leased an a n a l y s i s  of the eva lua t ion  procedure  for Native 
re fuge  inho ld in g s .  The a n a l y s i s  was  both inaccu ra te  and m i s l e ad in g . *  Pe rhap s  
more d i s t u r b i n g ,  i t was de l ib e ra te ly  de s ig ned  to preempt the le g i s l a t iv e  p ro c e s s ,  
and  to s t i f le  fu r th e r  pub l ic  d i s cu s s io n  of the proposed land e x c h a n g e s .  Th i s  
tact ic  shou ld  be deplored by all A laska  c i t i z e n s .  As ANWR land exchange  
p a r t i c ip a n t s ,  r ep r e sen t in g  over  25 , 6 0 0  A la ska  Native s h a r e h o ld e r s ,  we call upon 
the Governor of Alaska to b r in g  a rat ional approach to pub l ic  d i s c u s s i o n  of the  
proposed e x ch an g e s ,  rega in  control over  h i s  c ab in e t ,  and to rejoin the land 
exchange  p roce s s .

■k
See at tached:  Native Pa r t i c ip an t s '  Re sponse  To The  Sta te  of A la sk a ' s

A na ly s i s  of Eva luat ion of Corporat ion Land s  To Be Acquired In The Proposed 
ANWR Land Exch an ge s
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The  S ta te  of A laska  was an a c t ive  p a r t ic ip an t  in the land e xch an g e  p ro ce s s
before leav ing  it  in F eb ru a ry  of  th i s  y e a r .  I f  the ANWR land e x c h a n g e s  a re  a s  
good a deal a s  the  D iv i s ion of Oil and  Gas now c la im s ,  then the  S ta te  le f t on 
the tab le  s u b s t a n t i a l  monies -  f a r  in e x c e s s  of the  purpo r ted  loss  in r e v enue s
that  DNR claims would be e f fected  by  the se  ANWR lan.d e x c h a n g e s .  DNR made
a bad deci s ion for A laska c i t i z e n s  when it u r g ed  the Governor  to pul l  out o f  the 
land e x c h a n g e s ,  and it h a s  been t r y in g  to d i v e r t  pub l ic  a t tent ion from tha t  
m is take  eve r  s in c e .

The S ta te  claims i t  left the nego t ia t ing  tab le  in F e b r u a r y  be c au se  o f  the
inab i l i ty  for anyone to se 'e c t  d e s i r ed  t r a c t s  in ANWR. However ,  in October the 
D iv i s ion of Oil and Gas claimed that  the  re sou rc e s  in ANV/R were so va lu ab le  
that  they  shou ld  not be cons idered  for e x ch an g e  with p r i v a t e  p a r t ie s  becau se  of 
the e x t r a o rd in a r y  lo s s  of publ ic  r e v e n u e s .  How can DNR, when no addi t iona l 
data has  been made ava i l ab le ,  go from knowing  so l i t t le to knowing  so much
about the s u b s u r f a c e  va lue s?  DNR can ' t  have  it both w ay s .

The S ta te  of A laska  will reap con s ide rab le  r e v enue s  from its  s e v e r an c e  and
corporate  income ta x e s  on Native corpora t ions '  opera t ions  in ANWR. Moreover ,
the Native corpora t ions  a r e ,  f i r s t  and foremost ,  A la skan  co rpo ra t ion s .  They  
will s p end  and d i s t r ib u t e  fund s  loca l ly .

The e x c h an g e s  will acce lera te  exp lorat ion and production from the se  important 
oil and g a s  l a nd s .  Re su l t ing  impacts on jo b s ,  local t a x e s ,  and e a r n in g s  will be 
s u b s t a n t i a l ,  and will come three  to f i v e  y e a r s  sooner  than th rough  the normal 
federa l  l e a s ing  p ro c e s s .

DNR, th rough  i t s  m isgu ided as sumpt ion tha t  the S ta te  will cont inue to reta in  a 
90 -10  revenue  sp l i t ,  h a s  in tent iona l ly  s kewed  the " co s t "  of  the se  e x c h a n g e s .

T h rough  i t s  par t ic ipat ion  in the negot ia t ing  p r o c e s s ,  DNR knows ful l  well the re  
has  been no s i n i s t e r  s e c re t  plot invo lved in the negotiat ion and va lua t ion  
p r o c e s s e s ,  a n d ,  in fa c t ,  DNR of f ic ia l s  were mean ing fu l  p a r t i c ip an t s  for a major 
port ion of the se  p ro c e s s e s .

Pr ior  dec i s ion s  by  C o ng re s s  and DOI da t ing  back  to the  1960s a s s i g n e d  v a lu e s  
to w i ld l i fe  l and s  which equa led or exceeded the  v a lu e s  for comparable Native 
inho ld ing s  invo lved in the ANWR e x c h a n g e s .  DNR knows ful l well tha t  the 
pub l ic  v a lue  s t a nd a rd  is a per fec t ly  legal and logical one ,  unde r  which both 
DOI and C o ng re s s  t r ad i t iona l ly  have  operated in A la sk a .  For example ,  recen t  
C ong re s s ion a l l y  approved  A laska  land a cqu i s i t io n s  equal or exceed  the 
negot ia ted  pub l ic  v a lu e s  of the se  e x c h a n g e s .

The S ta te  ha s  s u b s t a n t i a l l y  pre jud iced its  ab i l i ty  to obta in ful l  v a lue  for l and s  
that  i t might t rade  with the federa l  gove rnment  in the  fu tu re  by abandon ing  a 
long s t a nd in g  concept of remote land va luat ion  -  tha t  of "pub l i c  v a lu e "  a s  
opposed to the more nar row commercial " f a i r  market  v a lu e "  c r i t e r i a .  DNR 
Commiss ioner B r a d y ' s  s ta tement tha t  Sta te o f f ic ia l s  would l ike  to see  the  t rade  
based  on the market  va lue  of the Native l and s  is  an unpreceden ted  and 
ext reme ly  s h o r t - s i g h t e d  posit ion for DNR to t a k e .  It i s  a lso con t r a ry  to the 
S t a t e ' s  posit ion whi le  it was  p a r t ic ip a t ing  in the e xch an g e  nego t ia t ion s .



Combined with DNR's posit ion that  l and s  must  be s u r v e y e d  and patented before 
an exchange  so the exac t  a c re age  is  known .  Commiss ioner B r a d y  will now have  
to w ithdraw the S ta te  from the  "Dena l i  Land E x ch an g e s "  i t h a s  been negot ia t ing  
for y e a r s  w i th  the National P a r k  S e r v i c e  becau se  both the  s ta te  and federa l  
lands  invo lved are  ne i the r  patented nor s u r v e y e d ,  nor have  fa i r  market  va lue  
a p p r a i s a l s  been conducted .

CONCLUSION

We are shocked and appa l led by  DNR's de l ibera te  a ttempts  to manipu late  and 
mis lead the A la skan  pub l i c .  The two DNR p ape r s  r e g a rd in g  the va luat ion  of 
ANWR t r a c t s  and the  Native re fu ge  inho ld ing s  to be exch anged  for those  t r a c t s  
employ what can on ly  be cha ra c te r i z ed  a s  d i s i n g e n u o u s ,  m is lead ing  and skewed  
a n a l y s i s  in an attempt to j u s t i f y  DNR's  posit ion and cove r  up the S ta te ' s  
dec i s ion to w i thdraw  from the e x c h a n g e s .  Un fo r tuna te ly ,  beneath  all the
s h r i l l n e s s  and extreme pos i t ions  taken  in the r e p o r t s ,  they  al so do a d i s s e r v i c e  
to the Alaska pub l ic .

The real quest ion tha t  shou ld  be a s k ed  at  th i s  time is why  DNR is t r y in g  so 
hard  to cover  up i t s  m isgu ided deci s ion in F eb ru a ry  of 1987 to leave the land 
exchange  t a b l e . Had the  Sta te cont inued to pa r t i c ip a te ,  it would have  had an 
opportun i ty  to e xchange  lands  of low "commercial ly economic" va lue  (bu t  h igh
publ ic  v a lue )  for l ands  w h ich ,  by  i t s  own adm is s ion ,  have  su b s t a n t i a l  oil and
g a s  potentia l .  Such a dec i s ion would have  al lowed the S ta te  to enjoy 100% of
r e v enue s  that  may be ava i l ab le  unde r  those  lands  in s tead  of the f ract ion the
federal  government dec ides  to to s s  i t s  way .

It appea r s  now tha t  the S ta te  is  t r y in g  to s top a p roce s s  which it had 
encouraged th rough  ful l  knowledge and par t ic ipa t ion .  Now, it i s t r y i n g  to 
ob scu re  its m isgu ided deci s ion to leave the nego t ia t ing  tab le  by  c r e a t in g  a 
smokescreen of  h a l f - t r u t h s  and ou t r i gh t  m is r ep re sen ta t ion s  d e s igned  to s u b v e r t  
the ent i re  p roce s s .

We re spec t fu l l y  cal l on the Governor to pub l ic ly  r e a s s e s s  the  S ta te ' s  
abandonment of the ANWR land exchange  oppo r tun i ty .  We a l so  r e sp e c t fu l l y  a s k  
the Governor  to con s ide r  the in con s i s t e n c i e s ,  m is s t a temen t s ,  and g r a v e  pol icy 
e r r o r s  exh ib i ted  in DNR's po s i t ion s .  Not mere ly the c r ed ib i l i t y  of h i s  
adm in i s t r a t ion ,  but the  fa ir  cons idera t ion  of th i s  and fu tu re  t r a d e s  by  the Sta te 
of A laska  are  at s t a k e .

$
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Acquired in the  Proposed ANWR Land E x ch an ge s

SUMMARY

The s i x  Native p a r t i c ip an t s  in the proposed ANWR land e x c h a n g e s  a re  both 
s u r p r i s e d  and  saddened  by the  recen t  re lea se  of the S ta te  of A la sk a ' s  "A n a ly s i s  
of Eva luat ion of Corporat ion land s  to be Acquired in the Proposed ANWR Land 
E x c h a n g e s . "  S u rp r i s e d  b ecau se  it i s  su ch  a s l i p - s h o d ,  h a s t i l y  w r i t ten  document 
that  c lea r ly  e xh ib i t s  a lack of know ledge  of the e xch an g e  negot ia t ion p ro c e s s .  
At b e s t  it i s  an inept at tempt to rev iew  the adm in i s t r a t i v e  record -  a t  wor s t  
and attempt to m is r ep re sen t  the  va lua t ion  p ro ce s s .

We are  saddened  becau se  the  S ta te  has  been reduced to mak ing  su ch
i r r e spon s ib l e  ac cu sa t ion s  in i t s  s in g le -m inded  ob ject ive  to de s t roy  the land
e x ch an g e s  de sp i te  overwhe lm ing  ev idence  tha t  it i s  not on ly  in the be s t
in t e r e s t s  of the Sta te  to s uppo r t  the e x c h a n g e s ,  bu t  a lso to rejoin the  e xch ange
p roce s s  i t s e l f .

Native P a r t i c ip a n t s 1 Re sponse  To The 

S ta te  o f  A la sk a ' s  A na ly s i s  of Eva luat ion of Corporat ion Lands  to be

A rev iew of the i s s u e s  d r aw in g  s t a te  cr it i c i sm shows  where  i t s  a n a l y s i s  is 
m i s g u id ed .

F i r s t ,  the S ta te  e xh ib i t s  a t  be s t  a c loudy und e r s t an d in g  of the eva luat ion 
p roce s s  u s i n g  "pub l ic  v a lu e s "  in s tead  of c la s s i c a l  " f a i r  market  v a l u e s . "  It 
inco r rec t ly  a s sum e s  that  fa ir  market  v a lue  is somehow a s t a r t in g  point and goes  
on to imply that  someth ing is  improper with the eva luat ion p roce s s  r each ing  
h i g h e r  pub l ic  v a lu e s  de sp i te  numerous cong re s s iona l  p re ceden t s .  It a l so  
"quo te s "  nonex i s t en t  l a n gu ag e  from the U .S .  Const i tu t ion to su p p o r t  i ts  
pos i t ion .

Second ,  the S ta te  a r ro g a n t l y  a c cu se s  DOI of not accu ra te ly  account ing  for 
ANCSA Section 2 2 ( g )  e f f e c t s  when no one ,  leas t  of all the S ta te ,  can determine 
the p rec i se  e f f e c t s  s in ce  the i s s u e  is s t i l l  in i t s  in fancy  and ha s  ye t  to be 
l i t i ga ted .
T h i r d ,  iihe S ta te  d i s r e g a r d s  the  adm in i s t r a t i v e  record and in co r rec t ly  a c cu se s  
DOI of in con s i s t ency  in app ly in g  d i s coun t s  for re ta ined a c ce s s  easements  on 
Native inho ld ing s .

Fou r th ,  it c h a s t i s e s  DOI for not ob ta in ing  the s u b s u r f a c e  e s ta te  unde r  Native 
inho ld ing s  whi le  be ing  i gno ran t  o f ,  or i g n o r in g ,  the  decade s -o ld  F i sh  and 
Wildl ife Se rv ic e  pol icy of not ob ta in ing  s u b s u r f a c e  r e sou r c e s  unde r  inho ld ing s  
becau se  it i s s imply not cost  e f f e c t i v e .  Also, it s u g g e s t s  tha t  the corpora t ions  
may have ca re fu l ly  exc luded  s u b s u r f a c e  e s ta te  from the  e xch an g e  to avoid the 
r e v e n u e - s h a r i n g  requ i rement s  of ANCSA Section 7 ( i )  when the record shows  
tha t  ove r  107 ,0 00  a c re s  were  o f fe red  by the  corpora t ions  spec i f i c a l ly  to inc lude 
a 7 ( i )  component in the e x c h a n g e s .
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F i f t h ,  the S ta te  igno re s  almost  30 y e a r s  o f A laska land se lec t ion ,  t r a n s f e r  and 
management h i s to r y  and s e v e r e l y  r e s t r i c t s  fu tu re  s t a t e  management and land 
e xchange  opt ions  by  w av ing  a red f lag  que s t ion ing  the  c e r t a in ty  of land t i t le .  
Addit iona l ly ,  the a n a l y s i s  r e v e a l s  the  S t a t e ' s  dismal igno rance  of the  e x ch an g e ' s  
protect ions of federa l  i n t e r e s t s  from fu tu re  n av ig ab i l i t y  de ' ' . rminations, and of 
the F i sh  and Wildli fe Se rv ic e  -  Native Land Bank  a g re em en t s .

In summary ,  the  a n a l y s i s  e x h ib i t s  su ch  in ep tne s s  and i s  of su ch  poor qua l i ty  
tha t  it is  an embar ra s smen t  to the  c i t i z e n s  of A la ska .

DISCUSSION

The S ta te ' s  a n a l y s i s  of the  va lua t ion  p roce s s  of Nat ive corporat ion re fu ge  
inho ld ing s  to be acqu i red  by  the  Department  of In te r io r  (DOI) th rough  the 
proposed ANWR land e x c h a n g e s  is f lawed in both i t s  factua l b a s i s  and its 
conc lu s ion s .  The  document c l e a r l y  e xh ib i t s  a lack of knowledge of the 
negot iat ion p ro c e s s ,  and i s  a t  b e s t  an inept at tempt to rev iew  the 
adm in i s t r a t ive  r eco rd ,  or a t  w o r s t  a de . ibera te  attempt to m i s r ep re sen t  the 
va luat ion p ro ce s s .

Th roughou t  the s t a te  a n a l y s i s  r u n s  the inuendo tha t  becau se  a rm s - l e n g th  
negot ia t ions  of v a lu e s  occu r red  in p r iv a t e  the pub l i c  good ha s  somehow 
been compromised. T h i s  i s  a b so lu te ly  incor rec t .  From the onse t  of 
negotia t ions  all p a r t ie s  knew tha t  the  de ta i l s  of the  proposed e x c h a n g e s ,  
inc lud ing  the va luat ion of Nat ive corporat ion l a nd s ,  would be sub jec ted  to
r igo rou s  publ ic s c r u t i n y  before  C o n g r e s s ,  in the media ,  and p robab ly  the 
c o u r t s .  The ac t ions  of those  invo lved were taken a c co rd in g ly ,  and the 
Native p a r t ic ip an t s  welcome pub l ic  s c r u t i n y  of the record .

The S ta te ' s  a n a l y s i s  focused on f i v e  major a r e a s .  T he se  a re  summarized 
below with an accompany ing  r e sp o n se .

1.  Publ ic  Value v s .  Fa ir  Market  Value

S t a t e : DOI d id not follow uniform federa l  land app ra i s a l  p r a c t i c e s .
In s te ad ,  it s u b s t i t u t e d  su b je c t iv e  fac tor s  t h ro u gh  negotia t ion to 
inf late the f ina l v a lue  of the corporat ions '  s u r f a c e  e s ta te  r e fu ge  
inho ld ing s .

Ca lcu la t ing  an a ve r a ged  app ra i s ed  fa i r  m arke t  va lue  for the 
inho ld in g s ,  and compar ing it with the  a ve ra ge  f ina l  negot ia ted pub l ic
v a l u e s ,  the S ta te  con tend s  tha t  "The  a v e r a ge  $ /ac re  va lue  of the 
Corporat ion land in c rea sed  th rough  negot iat ion by  an a v e r a g e  of
$ 4 9 0 . 1 6 /a c re ,  or approx imate ly  539 p e r c e n t . "  The  S ta te  impl ies tha t  
t h i s  i s uncons t i tu t iona l  b ecau se  it does not adequa te ly  protect  the 
pub l ic  which is  to pay for the acqu i red  inho ld ing s .

R e sp o n se : The re  is no th ing  at all in appropr ia te  about  the d i f f e rence
in the v a l u e s .  The ANWR land e xchange s  a r e  spec i f i c a l ly  be ing  
negotiated unde r  the S e c r e t a r y  o f  the In te r io r ' s  a u tho r i ty  to conc lude 
land e x ch an g e s  ba sed  upon "pub l i c  v a l u e s . "  While the e x c h an g e s
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will be comparab le  va lue  e x c h a n g e s ,  that does not mean the 
comparab le v a lu e s  must  be " f a i r  market  v a l u e s . "  Simply pu t ,  the  
ANWR exch an g e s  a re  not " f a i r  market  va lue  e x c h a n g e s "  in the  
c l a s s i c a l  s en se  o f  F i sh  and Wildlife S e rv ice  (FWS) a cqu i s i t io n s  in the  
Lower 48 s t a t e s .  DOI, lo g ic a l ly ,  i s  opera t ing u n d e r  the  spec i f i c
au tho r i ty  of Sect ion 1 3 0 2 (h )  o f the  Alaska National I n t e r e s t  Land s
Conserva t ion  Act (ANILCA) which au thor i ze s  land e x c h a n g e s  in
A la ska  for other th an  equa l economic v a lu e ,  i f  it is determ ined they  a re  in 
the  pub l ic  i n t e r e s t .  DOI ha s  made that  determination for the  ANWR 
e x ch an g e s .  T h e r e fo re ,  whi le  fa i r  market  va lue  a p p r a i s a l s  were conducted 
a s  a benchmark  for compar ison with final negot ia ted  v a l u e s ,  DOI
determined that the  "pub l i c  v a lu e s "  a s soc ia ted  with the Native inho ld in g s  
a r e  the  b a s i s  upon wh ich  the e x c h an g e s  should be conc luded .

The re  are  numerous  p receden t s  of cong re s s iona l ly  app ro ved  p u r c h a s e s  
o f  lands  based s t r i c t l y  on pub l i c  v a l u e s ,  not fa ir  m arke t  v a lu e s .  An
example  may be found in Sect ion 1417 of ANILCA wh ich  approved  the 
p u r ch a s e  of the c l i f f s  s u ppo r t in g  the la rge  se ab i rd  colonies  on the
P r ib i lo f  I s l and s  s t r i c t l y  on the b a s i s  of publ ic v a l u e s .  In add i t ion ,
the  negotiat ion record  shows  a n a l y s e s  of s imi lar  v a l u e s  paid by  FWS
to acqu i re  h u n d r e d s - o f - t h o u s a n d s  of a c re s  with comparab le  pub l ic
v a lu e s  over  many y e a r s  from r e fu g e s  throughout the  United S t a t e s .
B y  de f in i t ion ,  once FWS pu rcha sed  or condemned th e s e  inho ld ing s  for 
th e i r  fa i r  market  v a l u e ,  that  v a lue  immediately equated to the "pub l i c  
v a lu e "  of the l a n d s ,  e ls e  they  would not Lave  been p u r c h a s ed .

T he re fo re ,  the S t a t e ' s  contention that  the ultimate negot ia ted  v a lu e s  
somehow " in c re a sed  th rough  negot ia t ion"  from the app r a i s ed  " f a i r
marke t  va lue"  is s p u r i o u s .  The re  is no ba s i s  to u se  the  fa i r  market  
v a lu e s  a s  a s t a r t i n g  point in negot ia t ions .  The  A la ska  Native
corpora t ions  are wel l  aware  of the v e r y  s i g n i f i c a n t  pub l ic  v a lu e s
found on the ir  l a n d s ,  and are  unw i l l ing  to accept th e  un r e a l i s t i c a l l y
low fa i r  market  v a lu e  a s  equ i tab le  in the se  e x c h a n g e s .  Unl ike many
r e fu g e  inholding a cqu i s i t io n s  in the  Lower 48 s t a t e s ,  FWS does not 
have  condemnation au tho r i ty  o.. l ands  t r an s fe r r ed  by  the  A laska
Native Claims Set t lement Act (ANCSA).  T h u s ,  the on ly  r ea l i s t i c  way 
DOI could b r ing  th e se  inho ld ing s  into the re fuge  sy s tem  is by
nego t ia t ing  on the  b a s i s  of pub l ic  v a lu e s ,  which the  S e c re t a r y  has  
done .

As an a s id e ,  it i s  in t e r e s t in g  to note that  the S ta te ' s  quote of non­
e x i s t e n t  language  from the "Const i tu t ion  of the United S t a t e s "  show s  
it is work ing  unde r  a d i f f e ren t  cons t i tu t ion  than most o f the r e s t  o f 
u s .

E f f e c t s  of ANCSA Sect ion 2 2 ( g )

S t a t e : The negot ia ted  v a lu e s  for the corporat ion land s  do not
a ccu ra te ly  account for the  e f fe c t s  of Sect ion 2 2 ( g )  of ANCSA.



The ef fect  of Section 2 2 ( g )  c o n s t r a in t s  upon Native r e fu ge  inho ld ing s  
is  a matter of con jectu re  upon which rea sonab le  people can d i s a g r e e .  
The re  is l i t t le empirical  ev idence  upon which to ba se  any  conc lu s ion ,  
and unce r ta in t ie s  abound b e cau se  the i s s u e  h a s  neve r  been l i t i g a ted .  
The  app ra i sa l  letter by  D i r k s e n  Appra i sa l  Company , r e fe renced  in the 
S ta te ' s  a n a l y s i s ,  app rop r ia te ly  s a y s  tha t  the impact of Sect ion 2 2 ( g )  
could reduce va lue s  from a low 10% to a h igh  of 90%. T h i s  s u p p o r t s
the v iew tha t  the impacts  may r ange  w ide ly  depend ing  upon a spec i f i c
s i tua t ion  and the o b s e r v e r  in vo lved .  The  S ta te ' s  attempt to u se  the
D i rk sen  le t te r ' s  ob se rva t ion  tha t  the FWS app ra i s a l  "o ve r s t a ted  the 
market  va lue  of the Koniag l ands  by  40 -  45%" is not ge rmane  s in ce  
he is r e f e r r in g  to the a p p r a i s e d  fa i r  market  v a lu e s  wh ich ,  a s  noted 
above ,  were so low a s  to not be re levan t  to the  e xchange
negot ia t ions .

The inab i l i ty  of the S ta te  to determine the e x ten t  to which Section 
2 2 ( g )  re su l ted  in a d i s coun t  e f fec t  on Native inho ld ing s  must  not be 
taken  to mean that a c l e a r  pol icy c’id not e x i s t .  Sect ion 2 2 ( g )
d i s coun t s  r ang in g  from a low of 5% to a h igh  of ove r  65% were
a s s e s s e d  a g a in s t  inho ld ing s  depend ing  upon the degree  of deve lopment 
p r e s s u r e .  The re fo re ,  l a nd s  in fa r  wes te rn  A laska with r e la t iv e ly  
l i t t le th rea t  of eminent deve lopment were d i scounted  at the low end of 
the  sca le  whi le prime r i v e r  f ron t  recreat iona l  pa rce l s  on the Kenai
Pen in su la  were d i scounted at the  h igh  end of the s c a le .  Th i s
information is in the reco rd .  Why d id the S ta te  choose to ignore  it?

3 .  Access  Easements

S t a t e : The negotiated v a l u e s  of corporat ion lands  do not a ccu ra te ly
account for the e f fec t s  o f  the co rpora t ion s  retent ion of s u b s i s t e n c e
a c ce s s  easements .

The State contends that  the  re ta ined a c ce s s  easements  on Native 
inho ld ing s  was not c o n s i s t e n t ly  accounted for in the  eva luat ion 
p ro ce s s .

R e sp o n se : Aga in ,  the S t a t e ' s  d i s r e g a r d  o f  the adm in i s t r a t ive  record
is not a va l id  b a s i s  to conc lude  a lack of con s i s t ency  in the  va luat ion  
p ro ce s s .

All inho ld ing s  upon wh ich  an a c ce s s  easement was  re ta ined were
d iscounted by 2%. The  fact  tha t  t h i s  i s  mentioned in the Koniag 
p roxy  s ta tement but not mentioned in the  Old Harbor p roxy  s tatement 
merely re f lec t s  the dec i s ion s  o f the  d r a f t e r s  of those two documents
a s  to whether  the point needed to be inc luded in those s ta temen t s .  
Doyon's  lands  included a re ta ined  a c c e s s  easement reduction of 2% on 
only 30% of i ts  inho ld ings  s imply  becau se  it  decided it on ly  w i shed  to 
reta in an easement on those  p a r t i c u la r  l a nd s .  Doyon's remain ing 
lands  do not contain a re ta ined  a c ce s s  easement and the re fo re  the 
v a lu e s  of those lands was not r educed .

-9-



Subsurface Estate

S t a t e : Negotiated v a lu e s  o f  the  corporat ion lands  do not r ecogn i ze
the r i s k  a s soc ia ted  with the  corpora t ions '  retention of the  s u b s u r f a c e  
e s t a te .

The  S t a t e ' s  a n a l y s i s  makes two po in t s .

State :  By  not ob ta in ing  s u b s u r f a c e  e s ta te  du r in g  the  exch ange  FWS
is r i s k i n g  fu tu re  impacts to the  s u r f a c e .

R e sp o n s e : in not s e e k in g  to inc lude  s u b s u r f a c e  e s ta te  in the ANWR
e xch an g e s  FWS is merely p r ac t ic ing  a decade-o ld  pol icy of not
sp end in g  pub l ic  monies to obta in  s u b s u r f a c e  e s ta te  unde r  re fu ge  
inho ld in g s  becau se  h i s to ry  ha s  shown tha t  i t  i s s imply not cost
e f f e c t i v e .  Over 90% of the impacts to r e fu ge s  a re  from su r f a c e  u s e r s ,
not s u b s u r f a c e  u s e r s .  In those  in s t an ce s  where  s u b su r f a c e  r e sou rce s
have  been deve loped ( e . g . ,  A ran sa s  NWR, Kenai NWR) rea sonab le  and 
workab le  so lu t ions  to permit  deve lopment with minimal su r f a c e  
env ironmenta l  impacts have  been worked out.  For a g iv en  do l l a r ,
h i s to r y  has  shown it makes eminently  more s e n s e  to pu rcha se
addit iona l su r f a c e  e s ta te  than to p u r ch a se  any  s u b su r f a c e  es ta te  
unde r  re fu ge  inho ld in g s .

Add i t iona l ly ,  had s u b s u r f a c e  e s t a te  been inc luded in the e x c h an g e s ,  
the State  would have  been undoub ted ly  even more s t r id en t  in i t s  
c r i t i c i sm s  by claiming that  the va lue  of such  s u b su r f a c e  re sou rce s
could not be p roper ly  a s ce r t a in ed  a s  they  have cha rged  in ANWR.

It is i n t e re s t in g  to note tha t  in point #1 above the Sta te condemns
FWS for not adhe r in g  to normal eva luat ion  s t a n d a rd s  ( i . e . ,  for u s in g
pub l ic  v a lu e s  r a the r  than fa i r  market  v a l u e s ) ,  whi le  here  i t  makes an
180° tu rn  and a t t a ck s  FWS for adh e r in g  to its  l o n g - s t a nd in g  pract ice  
o f not ob ta in ing  s u b s u r f a c e  e s t a te .

S t a t e : S u b su r f a c e  r e sou rce s  might  not have  been inc luded in the
e x ch an g e s  becau se  that might have  t r i g g e r e d  the ANCSA Section 7 ( i ) 
mechanism which requ i re s  reg iona l  corpora t ions  to s h a r e  70% of 
r e v enue s  from s u b s u r f a c e  r e sou r c e s  among all Native corpora t ions .

R e sp o n s e : F i r s t ,  over  57% of the  s u b s u r f a c e  e s ta te  unde r  Native
inho ld ing s  proposed for e xch an g e  is a l re ady  held by  the  federa l
gove rnmen t .  Second ,  a total of a t  lea s t  107 ,0 00  a c re s  of s u b s u r f a c e  
e s ta te  unde r  exchange  inho ld in g s  was  of fered to DOI spec i f i ca l ly  to 
inc lude a Sect ion 7 ( i ) component in the  e x c h an g e .  For the rea son s  
c i ted above ,  the o ffer  was  re jected by  DOI.

Uncer ta in ty  of Land Tit le

S t a t e : The  negot ia ted v a lu e s  for the corporat ion land do not ref lect
the t it le un ce r t a in ty  a s soc ia ted  with the l and .



The  Sta te  con tend s  tha t  in i t s  va lua t ion  of inho ld ing s  the federa l  
gove rnment  h a s  not d i scounted  those  v a lu e s  for unce r ta in t ie s  re la ted  
to t i t le .  The  Sta te  be l ieve s  the  federa l  gove rnmen t  may be g e t t i n g  
que s t ionab le  t i t le  due to the  " se le c ted "  s t a t u s  o f some of the l a n d s ,  
the fact tha t  n a v ig ab i l i t y  de term inat ions  have  not been concluded on 
all l ands  in vo lved ,  and becau se  of lack  o f  s u r v e y .

R e sp o n s e : B ecau se  of the  t remendous ly  l a rg e  a c r e a g e s  which have been
se lected  and conveyed to the S ta te  and the  Native co rpora t ion s ,  ra t ional  
mechanisms to allow for management of l and s  in A la ska  have  been dev i s ed  
s ince  sta tehood to a d d r e s s  the problems inhe ren t  in su ch  huge land 
t r a n s f e r s .  L a rge  landowners  h a v e ,  a r e ,  and into to the foreseeab le fu tu r e  
w i l l ,  cont inue to b u y ,  s e l l ,  and e x ch an g e  land s  to conduct  the n e c e s s a r y  
b u s i n e s s  of so c ie ty .  For the S ta te  of A la sk a ,  a s  the  s t a t e ' s  second l a r g e s t  
landowner ,  to imply tha t  actua l t i t le  to l and s  must be rece ived and th a t  
they  must  be s u r v e y e d  before they  can be e xch anged  or o the rw i se  
conveyed  is not on ly  s h o r t s i g h t e d ,  bu t  v e r g e s  on i r r e sp o n s ib i l i t y .  Under 
the  S t a t e ' s  c r i t e r i a  a s  s e t  out in i t s  a n a l y s i s ,  it will now have to pul l  out  
of the "Dena l i  Land E x ch an ge s "  with which it h a s  been negot ia t ing w ith  
the  National P a r k  Se rv ic e  for some time a s  both the s t a te  and federal l and s  
invo lved are  ne i the r  patented nor s u r v e y e d .  T h u s ,  the State  will not 
know the ac re age  it will rece ive  or c onvey .

With r e spec t  to the S ta te ' s  concern tha t  l and s  unde r  nav igab le  w a t e r s  
be long to it r a the r  than to the  Native co rpo ra t ion s ,  and that the  
federa l  gove rnment  may the re fo re  be p ay in g  for land it will not 
r e c e iv e ,  a p roper  read ing  of the  e x ch an g e  ag reem en t s  c lea r ly  would 
show tha t  it i s the Native co rpo ra t ion s ,  not the federa l  gove rnmen t ,  
which will lose enti t lement i f  the  S ta te  is  s u c c e s s f u l  in p ro v in g  
n a v ig ab i l i t y .  T h i s  was  a g reed  to by  the  Native corporat ions
spec i f i c a l ly  to p rev en t  any  accu sa t ion  tha t  the federa l  government  
would not rece ive  ful l  t i t le  to l ands  which might  ult imately be
determined n a v ig ab le  and there fore  be long to the  S ta te .

L ik ew i s e ,  i f  the S ta te  p rove s  n a v ig a b i l i t y  on Nat ive -owned t r a c t s  in 
ANWR, it i s the Native corpora t ion s  that  will have  paid v e ry  h igh  
v a lu e s  for a c re a ge  ac tua l ly  be long ing  to the s t a t e .  The Native
co rpo ra t ion s ,  not the federa l or s t a te  go v e rn m en t s ,  a r e  the re fo re
accep t ing  all the n av ig ab i l i t y  r i s k s .

L a s t l y ,  the State  is woefu l ly  i gno ran t  of the ter i . . s  o f the Cana-A ' -Yoo
Alaska Land B ank  agreement .  Not only  does FWS not have  " e x c lu s i v e
management contro l"  over  the  Gana -A ' -Yoo land banked  lands (FWS
has  no d i r ec t  land management au tho r i ty  over  them at a l l ) ,  b u t  
Gana-A ' -Yoo can w i thdraw  i t s  l ands  at a n y  time for development 
p u rp o se s .
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•
51/026

- 1 1 -



ANWR LAND EXCHANGES 

SUMMARY

AN OVERVIEW OF THE PROPOSED EXCHANGE

For the pa s t  two y e a r s ,  r e p r e s en t a t i v e s  of the Department of the Inter ior 
(DOI) have been d i s c u s s i n g  the p o s s i b i l i t y  of a cqu i r in g  cer ta in  lands 
w i th in  nat ional w i ld l i fe  re fuges  in A la s k a  owned or se lec ted  by Alaska 
Native co rpora t ion s .  DOI cu r ren t ly  i s  n ego t ia t ing  with s i x  d i f f e ren t  Native 
en t i t i e s :  ( 1 )  Kon iag ,  I n c . ,  a reg iona l  corporat ion which is  merged with
cer ta in  v i l l a ge  corpora t ions  within i t s  r e g io n ;  ( 2 )  Doyon,  L t d . ,  a regional 
corporat ion;  ( 3 )  Gana-A 'Yoo,  L td . ,  a con so l ida ted  corporat ion comprised of 
s e v e r a l  former v i l l a g e  corporat ions w i t h in  the Doyon reg ion ;  ( 4 )  Native 
Land s  Group,  L . P . ,  a limited p a r t n e r s h i p  con s i s t i n g  of a sub s id i a ry  of 
Cook Inlet  Reg ion ,  I n c . ,  a regional co rpo ra t ion ,  the  Aleut Corporat ion, a 
reg iona l  co /po ra t ion , and severa l  v i l l a g e  corpora t ion s  in the  Cook Inlet and 
Ca l i s t a  reg ion s ;  ( 5 )  A h k io k -K agu y a k , I n c . ,  a conso l idated  corporation 
compr i sed  of two former v i l l age  co rpo ra t ion s  in the Koniag reg ion ;  and (6 )  
Old Harbor Native Corporat ion ,  a v i l l a g e  corporat ion in the  Koniag region. 
T h e s e  s i x  en t i t ie s  r ep r e s en t  a total of 18 Native co rpo ra t ion s .

Acqu i s i t ion  of the Native inhold ings  wou ld  be accompl ished by exchang ing  
Nat ive lands  for l imited oil and g a s  i n t e r e s t s  in the Coastal  Pla in of the 
Arc t ic  National Wildl ife Refuge (ANWR). The e x c h an g e s  are  des igned to 
ben e f i t  the nat iona l wi ld l i fe  re fuge s y s t e m  by a cqu i r in g  approximately 
891 ,000 ac re s  of Nat ive-owned inho ld ings  in s even  A laska  r e f u g e s .

T h e  land e x ch an g e s  will be on an e q u a l  va lue  b a s i s  and will not be 
implemented unt i l  C o ng re s s  enacts l e g i s l a t io n :  ( 1 )  open ing  the Coastal
P l a in  of ANWR to oil and g a s  e xp lo r a t ion  and deve lopment;  and (2 ) 
a p p ro v in g  the land e x c h a n g e s .  In e x c h a n g e ,  the Native corpora t ions  will 
r e c e i v e  limited r i g h t s  to ex t r a c t  oil and g a s  in ANWR for a f in i te  period of 
t ime .  At the end of tha t  t ime, all t i t le  in ANWR will r t ^ e r t  to the federal 
g o ve rnm en t .  T i t l e  to Native lands co nv ey ed  in the e xch an g e  would stay 
w i th  the federa l gove rnment  in pe rpe tu i ty .

WHY THE NEED FOR AN EXCHANGE?

P u r s u a n t  to the p ro v i s io n s  of the A la s k a  Native Claims Set t lement Act 
(A N CSA ) ,  for ty  million ac re s  of land were  conveyed to Native v i l l a g e  and 
reg iona l  corporat ions  in A la ska .  A por t ion  of the se  l and s  con s t i tu ted  the 
h e a r t  of seve ra l  A la skan  r e f u g e s ,  e n com pa s s in g  some of the  most valuable 
l a n d s  p rov id ing  cr it i ca l  hab i ta t  for b rown b e a r ,  e a g l e s ,  sa lmon,  severa l 
s p e c i e s  of g e e s e ,  moose, d e e r ,  fox, sea o t t e r ,  sea l ion s ,  s e a l s  and millions 
of p e lag ic  and m ig ra to ry  b i r d s .  In add i t io n ,  the lands  p rov ide  some of the 
be s t  s po r t  f i sh in g  and hun t in g  opnortun i t ie s  in A la sk a .  However ,  because 
of t h e i r  s t a t u s  a s  p r i v a t e  lands ,  the leve l  of control which can be 
e x e r c i s e d  by the F i sh  and Wildlife Serv ice  o v e r  them is l imited. Like  most 
ANCSA la nd s ,  t i t le cannot be acqu ired t h r o u g h  condemnation by the  United



S ta te s  for  r e fu ge  p u rp o s e s .  Because o f  the  lands'  h igh  recreat ional 
v a l u e s ,  some of the corpora t ions  owning them  a re  sub jec t  to p r e s s u r e s  to 
s u b d i v i d e  them for d i s t r ib u t ion  to the ir  s h a r e h o ld e r s  or sa le  to third 
p a r t i e s .

ANCSA was  a major blow to refuge m anagemen t ,  and the  DOI has 
c o n s id e r e d  a number of a l t e rn a t i v e s  for t r a n s f e r r i n g  Native inho ld ing s  back 
to t h e  gove rnmen t ,  e i the r  through e x c h a n g e s  or o u t r i g h t  pu rcha se .  
H ow eve r ,  federa l  b u d g e t a r y  constra in t s  h a v e  p reven ted  d i r ec t  pu rcha se  of 
i n h o ld i n g s .  DOI w i sh e s  to acqu ire  as many inho ld ing s  a s  po s s ib l e ,  thus  
a s s u r i n g  compatible management within the r e f u g e  sy s tem .

11. BASES FOR THE EXCHANGES

The b a s e s  for the e x c h an g e s  will be value  f o r  va lue  r a the r  than acre  for 
acre .  Each corporat ion will rece ive r igh t s  to exp lore  for and deve lop any 
oil a nd  g a s  on t r a c t s  in ANWR whose total v a l u e  equa l s  the va lue  of the 
r e fu ge  in ho ld in g s  i t e x c h a n g e s .  Each Native co rpora t ion ' s  land was  valued 
th r o u g h  a s e r i e s  of ind iv idua l  negotiat ions conduc ted  with DOI over  severa l 
months .  Th rough  an ANWR tract iden t i f i c a t ion  p ro c e s s ,  which was 
cqmpleted d u r in g  the week of Ju ly  6, 1 987 ,  the  corporat ions  ind iv idua l ly  
id en t i f i ed  t r a c t s  of land in ANWR that e a ch  would rece ive  i f  the  land 
e x c h a n g e s  a re  completed.

IV. ANWR TR A C T  IDENTIFICATION

The DOI d iv ided  the  Coastal  Plain of ANWR into 576 t r a c t s ,  each 
c on ta in in g  approx imate ly  2 , 5 6 0  ac re s .  Ba sed  upon its potentia l  for oil and 
g a s  deve lopm en t ,  the  Bu reau  of Land Management (BLM) then computed 
the e x c h a n g e  va lue  of each ANWR tract  in the same manner i t would 
ca lcu la te  a minimum acceptab le  bid for a contemporaneous competit ive 
federal  l e a se  s a i e ,  with one important e xc ep t io n .  In a typ ica i  competit ive 
federal  l e a s e  s a l e ,  roya l t i e s  which are paid to the  U .S .  Government by the 
le s se e ,  i f  oil i s found ,  a re  assumed to be c o s t s  to the le s see ;  and the 
value  p e r  ac re  of a t r a c t  is reduced a c c o r d in g l y .  However,  unde r  the 
proposed land e x c h a n g e s ,  the  government w ou ld  not rece ive any  roya l t ie s  
from t h e  t r a c t s  which a re  exchanged .  T h e r e f o r e ,  in v a lu in g  the  ANWR 
t r a c t s ,  t h e  government  in c rea sed  the tract  v a l u e s  by  the prevent  va lue  of 
the r o y a l t y  component. T h u s ,  the value of e a c h  ANWR t rac t  inc luded the 
value o f  the  roya l t ie s  which the government  wi ll  not rece ive  from such 
t r ac t s  i f  the  e x c h an g e s  a re  approved .  In o t h e r  w o rd s ,  the e x c h an g e - v a lu e  
of the ANWR t r a c t s  e s t ab l i s h ed  by the DOI w a s  h ighe r  than a lease  sa le  
minimum bid to account for the  loss of r o y a l t i e s .  Also, i t shou ld  be noted 
that r o y a l t y  payments  would be received from a lease sa le  on ly  i f  there  is 
oil p ro d u c t io n ,  whi le  in the ca se  of the e x c h a n g e s  the gove rnment  will 
rece ive t h e  roya l ty  v a lue  in the form of Nat ive  inho ld ing s  whe the r  or not 
there i s  a n y  oil production from that  tract.

Dur ing t h e  t r a c t  identi f i cat ion p roces s ,  the s i x  p a r t ic ip an t s  iden t i f ied  the 
acreage  o f  ANWR land each will receive i f  the  e x c h a n g e s  take  p lace .  The 
p a r t i c i p a n t s  a s  a g roup  choso 65 whole t r ac t s  a n d  8 part ia l  t r a c t s  cove r ing
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value o f  th e  inho ld ing s  it i s  w i l l ing  to e xch ange .

Table 1 r e f l e c t s  the amount of land each pa r t ic ip an t  is  w i l l ing to e x ch an g e ,  
the v a lu e  placed upon tha t  land by DOI, th e  ac re age  ident i f i ed with in 
ANWR, a n d  the va lue  of the ANWR acreage a s  determined by  DOI. Table  
2 p r e s e n t s  the a c re age  the A la skan  re fuge  s y s t em  will a cqu i re  th rough  
these e x c h a n g e s .

LANDS TO

TABLE  1:

BE  EXCHANGED AND T H E IR  VALUES

Native Inholdings Ident if ied ANWR T r a c t s

Corporat ion Acres
Value

(mil l ions) Acres
Value

(mi l l ions )

Old Harbo r 8 9 , 0 0 0 $ 45 .7 57 , 5 7 9 $ 4 5 . 7

A kh io k -K agu y a k 115 ,0 00 74 .9 19 ,237 7 4 . 9

Koniag 112 ,0 00 77 .4 3 , 1 83 7 7 . 4

Doyon 220 ,0 00 121.7 43 ,3 6 7 1 21 . 7

Gana-A'Yoo 56 , 0 0 0 35 .0 21 , 9 1 4 3 5 . 0

Native L a n d s  
Group 29 8 ,0 0 0 184.0 20 ,898 184 .0

TOTAL: 89 0 ,0 0 0 $538 .7 166 ,178 $538 .7

I
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TABLE 2:

ACREAGE TO BE ADDED TO EACH REFUGF
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Wildlife Re fuge  

A laska Maritime

Innoko

Kanuti

Kenai

Kodiak

Nowitna 

Yukon Delta 

TOTAL

Acres

86,000

125 .000

75 .000

33 .000

260 .0 00

78 .0 0 0

233 .000

890 .0 00

Native Pa r t ic ipan t  
Offer ing Land

Old Harbor ,  Native 
Lands  Group

Doyon, Gana-A'Yoo

Doyon •

Native Lands  Group

Old Harbor ,  Akh iok -  
K a gu y a k ,  Koniag

Doyon

Native Lands  Group
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The  ANWR Land Exch an ge  P roposa l s  
Make Sound Pub l ic  Pol icy and B u s i n e s s  Sen se

Int roduct ion

The Facts

( 1 )  Under the s i x  s epa r a te  Native e xch ange  p ropo sa l s ,  the  U .S .  F i sh  and 
Wildl ife Se rv ic e  would rece ive  4391,000 a c re s  of su p e r l a t i v e  wi ld l i fe  va lue  
lands  located w ith in  s e ven  National Wildl ife Re fu ge s  in A la ska .

The Arct ic  National Wildl ife Re fuge  (ANWR) e xchange  p roposa l s  r ep r e s en t  a
un ique ,  o n c e - i n - a - c e n t u r y  oppor tun i ty  which will not on ly  a cqu i re  and p r e s e r v e
w o r ld - c l a s s  w i ld l i fe  hab i ta t  l ands  w ith in  e x i s t i n g  U.Si, Wildlife Re fuge
bounda r ie s ,  b u t ,  for once ,  wi ll al low the bene f i t s  o f the t ran sac t ion  to s t a y  
p r imar i ly  in A l a s k a . For the re a son s  noted be low. Cook Inlet Region” Inc.  
( C IR l )  and the  Native Lands  Croup (NLG) (composed of CIRI  and 12 other
A laska  Native co rpo ra t ion s )  be l ieve  the se  e x c h an g e s  d e s e r v e  the wholehearted 
suppo r t  of the A laska  b u s i n e s s  community.

( 2 )  The 18 A la ska  Native Corporat ions  invo lved in the e x c h a n g e s ,  r ep re sen t in g  
approx imate ly  2 5 , 6 0 0  A laska  Native s h a r e h o ld e r s ,  would rece ive  166 ,278  
ac re s  of l imited oil and g a s  r i g h t s  in ANWR.

( 3 )  The ANWR lands  rece ived by the Native Corporat ions  unde r  the e x ch an g e s
r ep r e sen t  on ly  11% of the ac re age  of the ANWR Coastal  p la in .

( 4 )  The ANWR land s  ul t imate ly  will be conveyed back  to the United S ta te s  
a f te r  a sp ec i f i c  period of t ime, whether  or not oil and g a s  production 
o c cu r s .  The  United S ta te s  will keep t i t le  to the Native l and s .

The Publ ic  Pol icy and B u s i n e s s  Development Reasons  Suppo r t in g  the E x ch an ge s

Aside from the e nv i ronm en ta l - in t e re s t  a d v an t a g e s  to the e x c h a n g e s ,  there  a re  a
sub s t an t i a l  number of pub l ic  pol icy and p rac t ic a l ,  b u s in e s s -d e ve lopm en t  rea son s
to suppo r t  the  e x c h a n g e s .  Those  inc lude th^  fol lowing:

1. The Exchange-;  Will Bene f i t  the P r i v a te  Sector  of the Alaska Econon./ .

The real economic i s s u e  in the  e x ch an g e s  is not a ques t ion  of po s s ib le  loss
of some r e v enue s  for the S ta te ,  bu t  r a the r  the  p ruden t  and ba lanced 
allocat ion of some port ion of ANWR r evenue s  from the pub l ic  sector  in the 
State  to the p r iv a t e  sector  in the S ta te .  The  corpora t ions  that  will 
pa r t ic ipa te  in the e x c h an g e s  a re  f i r s t ,  foremost and e x c lu s i v e l y  A laska 
co rpo ra t ion s . They  a re  " fo r -p ro f i t "  e n t i t i e s .  Revenue s  rece ived by those  
corpora t ions  not on ly  will be spen t  and re in v e s t ed  in the s t a t e ,  bu t  they  
will be in ve s ted  in tha t  t ie r  of the A laska  economy — ba s ic  goods and 
s e r v i c e s  — with  the  g r e a t e s t  demonstrated mult ip l ie r  e f fect  for our 
economy.

2. The E x ch an ge s  Will Keep Sub s t an t i a l l y  More Net Revenue  In the S ta te .

The S ta te ,  in all l i ke l ihood,  will g e t  no more than 50% revenue  shad ing  in 
ANWR. The  bene f i t s  to the S ta te  unde r  t h i s  "pub l i c  s e c to r "  approach th u s



are  l imited to 50% of the  s t anda rd  federa l  lease  roya l ty  of 1 /8 .  T h i s  boi ls  
down to only  6.25% of the  p ie .  Viewed from the  p e r sp e c t i v e  of the  overa l l  
A la skan  economy, the "p r iv a te  sec to r "  approach r ep re sen ted  by  the  land 
e x ch an g e s  outper forms th i s  r e tu rn  in four  fundamenta l w ay s .

F i r s t ,  the  Native co rpo ra t ion s ,  a s  A la skan  p r iv a te  p rope r ty  o w ne r s ,  will 
g e t  100% of 100% of the p roper ty  in t e r e s t s  in vo lved .  T h i s  i s  much 
d i f f e ren t  from the  l e s s - t h a n -w h o le  s t a r t i n g  point for the  S ta te  gove rnmen t .

Second ,  in the  even t  the se  p r iva te  land owner s  e lect  to lease  the  ANWR 
lands  to oil companies (a  l ike ly  p o s s i b i l i t y ) ,  it is v e r y  c lea r  tha t  they  will 
g e t  fa r  be t te r  lease terms than does the  federa l  gove rnmen t  (and  
d e r i v a t i v e l y ,  the  S ta te )  unde r  the i r  l e a se s .  The bene f i t s  o f the se  be t te r  
economic terms wi ll  s t a y  in the S ta te  a s  the su b je c t  of r e inve s tmen t  by 
Alaska co rpo ra t ion s ,  r a the r  than  be s iphoned o f f  to the Lower 49 by  the 
oil companies .

T h i r d ,  the A la skan  p r iva te  sector  l e s so r s  will re ta in  100% o f  the i r  lease 
ro ya l ty ,  r a the r  than the  mere 50% which the Sta te  will g e t  from the federa l  
gove rnment .

L a s t ,  bu t  not l e a s t ,  once ANWR r evenue s  a re  rece ived  by  the  S ta te  of 
A la ska ,  50% of the se  monies will go to the Permanent Fund .  Those  monies 
are  in ve s ted  almost e x c lu s i v e ly  outs ide  A la ska .

Accord ing ly ,  let u s  a s sume that  the Sta te g e t s  o n e -h a l f  of 1/8 from the 
federa l gove rnment  and then pu t s  one -h a l f  of that  in the Permanent  Fund .  
Th i s  leave s  3-1/8% of the total r evenue  st ream " in s id e "  the  s t a t e .  By 
c o n t r a s t ,  a s sume a p r iva te  Native corporat ion g e t s  a 1/6 ( i . e . ,  16-2/3%)
roya l ty .  V ir tua l ly  all of that s t a y s  in the s t a t e .  The d i f fe rence  is over  a 
f iv e - fo ld  ad van ta g e  for the s ta te  economy unde r  the land e x c h a n g e s .

The E x ch an ge s  a re  F a i r ,  Equal Value T r a n s a c t i o n s .

To anyone who has  ca re fu l l y  rev iewed the  de ta i l s  of the proposed 
e x c h a n g e s ,  the  claim of a " g i v e  away to the Nat ives"  is r id icu lou s .  The 
ex ch an g e s  a re  equa l va lue  t r ad e s  and will be s c ru t in i z e d  by  C o ng re s s  a s  
s u c h .  The Native land v a lu e s  were based on gove rnm en t ,  Cong re s s iona l  
and q u a s i - p u b l i c  land t r u s t  comparab les  ( in  and out of A la sk a )  for 
a cqu i s i t ion s  of v a luab le  hab i ta t  l a nd s .  The ANWR v a l u e s ,  in t u r n ,  were 
based  on the  s t and a rd  federa l government  lea s ing  methodology ( i . e .  the 
same va luat ion that  would be used in any  ANWR lease  s a l e ) ,  p lu s  a
sub s t an t i a l  "bump" in the v a lu e s  to compensate for loss  of a potential
roya lty  s t ream .  In e f f e c t ,  the Nat ives  a re  p ay ing  more for the ANWR
lands than they  would at  a lease sa le .

The United Sta te  is th u s  g e t t in g  not only a premium pr ice  for the ANWR 
land s ,  it i s g e t t i n g  a 7:1 benef i t  in a c r e s  rece ived  and it g e t s  
r e v e r s io n a r y  t i t le  to the ANWR lands on top of it a l l .

The E x ch an ge s  Will Not Lock-Up the B e s t  ANWR T r a c t s .

In ter ior  imposed se ve ra l  con s t r a in t s  in the ANWR t r a c t  se lect ion p ro ce s s  to 
en su re  that the e xchange  pa r t ic ip an t s  would not " lo c k -u p "  all the most



t
promis ing  ANWR t r a c t s .  As a r e s u l t ,  over  87% of the ANWR t r a c t s  tha t  
In ter ior  be l ieve s  lie o ve r  h yd ro c a rbo n -b e a r in g  s t r u c t u r e s  remain ava i l ab le  
for competi t ive  l e a s in g .  Competit ive lea s ing  remains ava i l ab le  for 89% of 
the ANWR Coastal  Pla in ac reage  and for 83% of the total DOI est imated 
va lue  of those  l a nd s .  T h u s ,  the ANWR e x ch an g e s  p r e s e r v e  the g r e a t  
majority of  v a lu ab le  l and s  on oil and g a s  s t r u c t u r e s  for l e a s in g .

5 .  A "B id d in g  C r e d i t s 11 System Is Not A Pract ica l  S u b s t i t u t e  for the

It h a s  been s u g g e s t e d  th a t ,  in l ieu of the e x c h a n g e s ,  A la ska  Native 
corpora t ions  shou ld  be i s su ed  b idd inq  c r ed i t s  for the v a lue  of the i r  
in ho ld in g s .  The  corpora t ions  could then u se  those to bid at  a lease  s a l e .  
Th i s  a l t e rna t iv e  s imply will not work  for A laska Native co rpo ra t ion s .

One of the ba s ic  problems is that a b idd ing  c r ed i t s  sy s tem  does not al low 
an A laska  Native corpora t ion to cap tu re  the va lue  of i t s  t raded l a nd s .  
A laska  Native corpora t ions  a re  not oil companies — they have  ne i the r  the 
e xp e r t i s e  to bid know ledgeab ly  by themse lve s  on lease t r a c t s  nor the 
re sou rc e s  to deve lop the t r a c t s  t h em se lve s .  Con sequen t ly ,  A laska  Native 
corporat ions  would be forced to joint v en tu re  with an oil company or would 
be forced to sell  the  b idd ing  c r ed i t s  to an oil company. Both a l t e rn a t i v e s  
would ,  a s  a pract ica l  matter ,  invo lve  a s ub s t an t i a l  d i s coun t  of the face 
va lue  of the c h i t s .

In addi t ion to un fa i r l y  pena l i z ing  the A laska corporat ions  that d e s i r e  to 
t rade  l a n d s ,  a b idd ing  c r ed i t s  sy s tem  has  no sub s t an t i a l  pub l ic  bene f i t s  
over  the e x c h an g e s .  The re  a re  no conse rva t ion  bene f i t s  ga ined  becau se  
the ANWR exchange  t r a c t s  will be sub je c t  to the same s t r i n g e n t  
env ironmenta l  contro l s  a s  will ANWR lease  t r a c t s .  The re  arc- few,  i f  a n y ,  
i n t r in s i c  bene f i t s  to the  A laska  economy becau se  the c r ed i t s  would not 
inu re  to the bene f i t  of the S ta te  t r e a s u r y ,  and the bene f i t s  o f the 
d i scounted v a lu e s  for p u r ch a se  of b idd ing  c r ed i t s  would go to o u t -o f - s t a t e  
en t i t i e s ,  the oil companies .

B idd ing  c r ed i t s  a l so have  been rejected by Cong re s s  a l r e a d y ,  with r e spec t  
to the Koniag l a n d s ,  in 1984 .

F in a l l y ,  becau se  10 oil corpora t ions  a re  a l re ady  pa r t ic ip a t ing  with A laska  
Native Corporat ions  in ANWR e x c h a n g e s ,  and rough ly  83% of the total 
ANWR t r a c t  v a lu e s  remain ava i l ab le  for competit ive l e a s i n g ,  any  change  to 
a b idd ing  c r ed i t s  sy s tem  would not in c rea se  competit ion.

pat:51/010
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PROPOSED ARCTIC NATIONAL WILDLIFE REFUGE LAND EXCHANGES

1. What are thfe proposed land exchanges? They are a 
proposal that the United States Government and certain 
Alaska Native Corporations enter into land exchanges whereby 
these Corporations would trade 891,000 acres of their 
inholdings in 7 Alaskan National Wildlife Refuges to the 
Government in exchange for certain limited oil and gas 
rights (similar to those granted by federal leases) on 
166,278 acres in ANWR.

2. Why should the proposed exchanges be considered at all? 
The lands to be acquired by the U.S. represent some of the 
very best wildlife habitat in the world, and, by acquiring 
those lands, that habitat would come under the full 
protection of the Fish and Wildlife Service and the public 
would then have the right to use the lands which it does not 
presently have. By approving the exchanges, Congress can 
acquire key inholdings in the Refuges without having to 
appropriate funds directly for that purpose.

3. Aren't these proposed land exchanges usurping the right 
of Congress to make the decision as to whether or not ANWR 
will be opened to oil and gas activities? Absolutely not. 
The proposed exchanges have been developed only as an option 
for Congress to consider, if and when it decides to approve 
oil and gas activities within ANWR. Under the proposed 
exchange terms, the U.S. will not go through with the 
exchanges unless Congress approves them. However, until 
Congress has an opportunity to act, the Native Corporations 
are obligated to preserve the present undeveloped status of 
the lands being offered.

4. If it's true the Department of the Interior has been 
working on them for over a year, why have they been kept 
secret and why is Congress only now learning about them? It 
has only been since July that the Native Corporations have 
been in a position to decide whether to proceed with the 
proposed exchanges. Before they could decide, there were 
lengthy negotiations necessary t o reach an understanding of 
the nature of the rights they might obtain, the identity and 
value of the lands they were willing to trade, and the 
identity of the lands in ANWR where they might acquire 
subsurface rights. Until these terms had been fleshed out, 
there were no details to discuss as an exchange package. 
Principal Senators and Congressman and key staffers were 
briefed on the general status of the exchange proposal 
activities during this prior negotiation period once the 
Secretary had made his decision to recommend the development 
of ANWR (thereby making the exchanges a possibility). 
Moreover, all of the proposed exchange provisions are still 
subject to further environmental review and public comment



before the Interior Secretary even makes a decision whether 
to recommend them to Congress for consideration.

5. Aren't these proposed exchanges really a "qive-awav" 
program to the Natives? The exchanges are equal value 
exchanges which means the assigned value of the tracts where 
rights may be acquired in ANWR could not exceed the value 
assigned to the Native Refuge inholdings offered for 
exchange. In establishing a value for the Native 
inholdings, Interior used comparables such as previous 
Congressional authorized purchases, Land and Water 
Conservation Act purchases, and other Fish and Wildlife 
Service acquisitions of lands with similar public values.
In valuing the ANWR tracts, the Bureau of Land Management 
used standard procedures for determining the minimum 
acceptable bid for a Federal lease sale, except the value 
was increased to reflect the present value to the U.S. of 
any royalties it would receive under a lease. While the 
royalty value would have been received under a lease only if 
there was production, in the case of the exchanges, the U.S. 
will receive value in the form of the Native inholdings, 
whether or not there is any production.

6. Won't the exchanges deprive the U.S. Treasury of 
revenues? If the proposal is approved, the ANWR lands 
offered for exchange would not be available for a lease 
sale. However, the U.S. will have received value in the 
form of the lands it will acquire from the Native 
Corporations. Because the Corporations' lands are private 
lands, if the U.S. wished to acquire them, it would have to 
pay otherwise for them, which would ultimately involve a 
cost to the United States Treasury.

7. Would Congress take a risk with public resources by 
allowing these ANWR tracts to be conveyed without 
competitive bidding? For potentially valuable tracts, 
competitive bidding is generally regarded as the best 
assurance that fair value is received, but competitive 
bidding does not guarantee accuracy in determining value.
The value assigned to the ANWR tracts used as compenstion in 
this acquisition-by-exchange proposal was established by the 
same analysis used prior to other federal competitive lease 
sales. All land exchange proposal value determinations will 
be subjected to Congressional approval, employing 
independent evidence of value which should include an LEIS, 
public testimony, and possibly a GAO analysis. Taken in 
combination, there shou d be sufficient evidence available 
to allow Congress to decide whether the value of the 
potential acquisitions for the National Refuge System 
supports a decision to convey a small percentage of the 
total ANWR tracts and values without competitive bidding.



8. Are there any other ways to acquire the Native 
Corporation inholdings? Since the lands by statute cannot 
be condemned, they can only be acquired through 
negotiations. (Section 1302(c) of the Alaska National 
Interest Lands Conservation Act established an offer to 
exchange as a first option for Government acquisition of 
inholdings.) Congress could always appropriate the funds to 
purchase them; however, this is not considered as a strong 
alternative because of tight budget constraints. The State 
of Alaska and certain environmental groups suggested giving 
lease sale bidding credits in exchange for the lands. This 
was rejected because the bidding credits would have value 
only if these Corporations actually bid at a lease sale and 
are awarded a tract. If these Corporations sought to sell 
them, the credits would be discounted heavily by industry 
for the same reasons. Thus, the Natives would not get full 
value for their lands.

9. Is it true, as some environmental groups have stated, 
thait, as the result of these proposed exchanges, the federal 
government would largely relinquish the environmental 
control of the Coastal Plain? No. The rights proposed to be 
granted would be specifically subject to the standards set 
by Congress in opening the ANWR Coastal Plain. In addition, 
the proposed contract agreements include extensive 
environmental standards and stipulations which would be 
subject to Congressional approval or modification. These 
standards further provide that when regulations are adopted 
to govern activities in the Coastal Plain, those regulations 
will govern as well the Native Corporation activities on the 
tracts in ANWR where subsurface rights are acquired through 
the exchanges.

10. If Congress decides to open ANWR, is there anything left 
for leasing if it approves the exchanges? Over 87% of the 
on-structure tracts in the Coastal Plain would remain for 
leasing, if the exchanges are consummated. The remaining 
value of these on-structure tracts for leasing is over 83%.

11. If ANWR is opened, would the proposed exchanges give an 
unfair advantage to the oil companies with agreements with 
the Native Corporation participants? There are presently 
approximately 10 oil companies with arrangements with the 
Native participants. The proposed exchanges could permit 
certain activities to occur in advance of a lease' sale.
Thus, in a lease sale, those companies may have more 
knowledge than other companies bidding (as a result of the 
Kaktovik well, two companies already do). However, the 
public's interest is protected because under the proposed 
agreements all information obtained by these companies would
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be required to be provided to the U.S. Governments. This 
information will substantially enhance the Government's 
ability to ensure it receives the maximum value on all 
remaining tracts at any lease sale which may be held.

12. Aren't the exchanges really premature? Shouldn't 
further work on them be delayed until Congress decides 
whether to open ANWR? The land exchange proposal has 
several additional administrative steps to be completed 
before it could be sent to Congress. In order to have all 
of the information available which Congress would need to 
consider a formal Proposal, Interior should proceed 
immediately to prepare a Leoislative Environmental Impact 
Statement. This "LEIS" wo' net only analyze the 
environmental impacts of t..̂ se exchanges, but would also 
provide the public with ample opportunities to learn more 
about and to comment on the proposed exchanges. Only after 
this analysis is completed and the public input has been 
received will the Secretary be able to make the decision 
whether he will forward the exchange package to the Congress 
for approval. In order to complete the LEIS, at least 6 
months of work is required. Thus, in order to have adequate 
information available for Congress to consider early in 
1988, work must be commenced as soon as possible and public 
input be solicited. The LEIS process will allow the land 
exchanges to be examined in another forum while the Congress 
addresses the separate ANWR-opening issue on its own merits.



The Honorable Donald Paul Hodel 
Secretary
Departaent of the Interior 
Main Interior Building 
18th and C Streets, N.W.
Washington, D.C. 20240

Re: AHWR Land Exchange

Dear Secretary Hodel:

•
We have recently received a copy of Governor Cowper's letter 
to you dated October 28, 1987, and a copy of Critique of the 
proposed AHWR Land Exchanges prepared by the Alaska Division of 
Oil and Gas ("AD04G"). While we would not normally consent on a 

position taken by the Governor in correspondence with you, the 
letter has been released to the press. Because of the obvious 
aisstateaents, inferences and inconsistencies in the purported 
analysis prepared by ADO&G upon which the Governor appears to be 
relying, we are coapelled to'respond.

As you are aware, the land exchanges present an unparalleled 
opportunity for the United States to acquire lands which would 
not otherwise be available to the United States. The acquisition 
of these lands and the preservation of the integrity of the 
refuge system is an issue of critical importance to the federal 
government.

In outlining the areas of greatest concern to the State, the 
Governor states that the exchanges will divert attention from the 
larger question regarding the opening of ANWR. We disagree with 
the Governor's conclusion as to the impact of the exchanges, 
because it is our belief that the exchanges provide Congress with 
an opportunity tc acquire lands for the public which would not be
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otherwise available. The only two groups that sees to consis­
tently raise the exchanges in the recent hearings have been the 
environmental groups, vho have publicly acknowledged their fear 
that the proposed exchanges vill influence Congress to open AHWR, 
and the representatives of the Governor's administration. We 
regard the current legislation on the exchanges as reflective of 
Congress' concern that it reserves to itself the ultimate 
decision. The proposed Jones bill (H.R. 3601) clearly reflects 
this desire of Congress.

The Governor also goes on to state that he now opposes the 
exchanges because they propose to trade surface values for 
unknown but highly prospective subsurface values. However, in 
March of this year, based upon the same data, he opposed the 
exchanges and withdrew the State froa further participation in 
the negotiations with the Department for entirely different and 
inconsistent reasons. It was his belief then that the State 
lacked sufficient information, to determine the actual location 
and value of any petroleum reserves, and that, therefore, the 
State could not obtain desirhble tracts. Thus, the Governor 
reasoned, given the unreliability of the data, it would be 
inappropriate for the State to trade known surface values for

•
"speculative” ANWR subsurface values. It was not his concern 
that the concept was flawed as he now asserts. It is difficult 
for us to understand this-inconsistency in the State's reasoning. 
In March, the tracts were too speculative for the State to accept 
in exchange for known surface values, whereas in October, the 
subsurface values are zoo prospectively valuable to be exchanged. 
Yet no new data has been generated in the interim. As you are 
aware the procedures follow^ by BUf to determine tract values 
for the exchanges are the same ones used by the United States to 
determine values for other disposition of oil an'' gas interests 
and, to some extent the StLia, in determining the acceptable 
level of bonusvcompensation under the standard leasing programs.

The Governor also faults t!ie exchanges for not acquiring the 
subsurface estate in those lands where it is available. It is 
our understanding that decision was reached by the Department of 
the Interior after concluding that the subsurface had little or 
no potential for developable minerals, making it unwise to incur 
the cost of acquiring it.

The last reason given by the Governor for his opposition is 
perhaps the most significant— the fact that the exchanges may 
deprive the State of revenues from the tracts. The Governor 
points to the ASRC/KIC exchange as an example of this, and

•



attempts to create the impression that this exchange is part of 
the ponding exchange proposals. What the Covamor fails to 
acknowledge is that undar tha provisions of ANILCA, ASRC had tha 
rights to acquira tha subsurfaca of thosa lands upon tha opaning 
of tha Coastal Plain by Congress. Thus, in no avant would tha 
Stats racaiva any laasa revenues fro* thosa lands had tha 
exchanga not baan consummated. In fact, by consummating tha 
axchanga, tha Dapartaent was able to acquira valuabla inholdings 
in tha National Park Systaa at no additional cost to tha United 
Statas.

With raspact to tha State's naad for ravanuas, it is our 
understanding that, even with tha vary significant royalties 
derived by the State fro* its holdings at Prudhoe Bay, over 60% 
of tha Stata's revenues fro* oil and gas is derived fro* taxes, 
tha saae taxes which will be levied on any interests that are 
acquired in tha ANWR exchanges. Furthermore, our corporations 
are Alaska corporations which do most, if not all, of their 
business in Alaska. Any dollars wa earn are spent locally 
helping tha economy of tha State. Our shareholders are by and 
large all residents of tha State and likewise to tha extant 
are abla to pay dividends, those dividend dollars are immediately 
put into tha Stata's economy.

Because tha Governor's position is in a large part based 
upon tha ADO&G Critique, wa have taken tha liberty of attaching a 
brief review of that document for your consideration. In our 
judgment, tha ADO&G Critique is not an honest and factually 
accurate analysis of tha proposed exchanges. Inasmuch as the 
Governor has relied upon that Critique, ha has been ill served.

Wa neither agree with nor understand tha Governor's 
opposition to tha proposed exchanges. Suffice it to say that his 
position is not shared by tha Alaska State Senate which adopted a 
Resolution this spring addressing exchanges in a more positive 
light. Nor is there any evidence that it is shared by tha Alaska 
Congressional delegation. It may be that the State adainis- 
tration fails to understand tha implications of national policy 
when viewed fro* the *ore narrow perspective of State self 
interest. The acquisition of critical inholdings in these 
Refuges is a national issue which has implications far beyond the 
day-to-day operations of the State.

Wa appreciate the opportunity to correct some of the 
misinformation that has been so broadly circulated by the State.



Tha Honorable Donald Paul Hodel 
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CRITIQUE OP A CRITIQUE

The following is not intended as a lina-by-lina rebuttal of 
tha statements in tha Critiqua of tha Proposed ANWR Land 
Exchanges prepared by tha Alaska Division of Oil and Gas, but 
seeks to address the sore fundamental inaccuracies and misstate­
ments contained in tha document. These inaccuracies go to the 
heart of tha analysis and cast vary substantial doubts on its 
validity.

ASRC Exchange.
Tha Critiqua clearly misstates tha iapact of tha proposed 

exchanges by including with them as an integral part of its 
analysis the 1983 Arctic Slope Regional Corporation ("ASRC") 
Exchange. The ASRC Exchange is in no way involved with the 
present proposed exchanges. Two-thirds of the lands received by 
ASRC under that exchange is outside the Coastal Plain as defined 
by Congress. Furthermore, in ANILCA, Congress mandated that upon 
the opening of the Coastal Plain of ANWR, ASRC was authorized to 
acquire thosa same lands by exchanging on an acre-for-acre basis 
other subsurface lands which it owned. It was only as the result 
of the 1983 exchange that the United States was able to receive 
any lands of value for the rights granted by Congress. Corre­
spondingly, as the result of ANILCA, the ASRC Lands would have 
never been available for leasing by the United States and thus no 
bonus could have ever been derived from them. Notwithstanding 
this very obvious distinction, the author of the Critique 
repeatedly includes these ASRC Lands in his analysis, resulting 
in over a 50% overstatement of the acreage actually involved in 
the proposed exchanges.

Valuation.
Likewise, the State's ,analysis of the valuation process is 

equally flawed. Rather thin valuing the oil and gas in place, 
the procedure which was utilized sought to place a value on the 
right to explore, develop and produce any oil and gas which might 
be found. There have never been any representations by the 
United States that oil or gas will be found under the tracts or, 
if found* the exchange participants will ever receive sufficient 
income to equal the value of the tracts as determined by BLM. 
While the State seeks to point out that in fact if there is oil 
and gas present, the value of the tract could be in excess of the 
value established, it fails to acknowledge that there is a 
greater than 801 risk that there is no oil and gas vxder the 
tract and that if there is no oil or gas, the value being charged 
for these rights is far in excess of the "actual value" of the 
tract.

The procedure utilized to arrive at the value of these 
rights with respect to the tracts utilizes the standard method­
ology followed by BLM (and to some degree the State of Alaska as



well) in determining whether tha conpensation offared to the 
United Stataa is fair valua for granting auch right* in a lease 
sala. Thara was, however, ona important departure from the 
application of this Methodology in tha case of tha valuation* for 
tha exchanges, in arriving at tha exchange values, 8U 4 added a 
second amount to tha amount it determined to be fair compensation 
for tha tract. Tha amount added was tha net present valua of tha 
right of tha United States to receive a royalty from any produc­
tion. Thus, unlike a normal lease where the obligation to pay a 
royalty in dependent upon actual production, the participants 
were required to prepay to the United States the value of that 
royalty irrespective of whether or not production ever occurs 
from these lands. Thus, tha United States bears none of the risk 
of whether oil or gas is present under a tract exchanged to a 
Native Corporation. That risk is bora* solely by the Corporation 
and to the extent the Corporation is able to pass that risk on to 
a third party does not mean that the valuation process for the 
tracts is faulty. It should be noted that most of the partici­
pants for whatever reasons were not as successful as Old Harbor 
Native Corporation in passing on that risk. The participants are 
not in the oil and gas business and are not accustomed to taking 
such risks. Thus, it was only through their ability to pass on 
some or all of that risk to industry that they were able to go 
forward with the exchanges and make their inholdings available to 
the Refuge System.

Rescission.
Another incorrect inference suggested by the Critique is 

that the Native Corporations have the right to rescind the 
exchange and reacquire their refuge inholdings if the exploration 
efforts are unsuccessful, thereby depriving the United States of 
the consideration it received for granting those rights. While 
it is true that at this time one participant has negotiated a 
United right to rescind the exchange with respect to a portion 
of its lands in consideration for the payment to the United 
states of an overriding royalty, of the approximately 895,000 
acres of Native lands being acquired, the United States will 
retain approximately 820,000 acres even if that Corporation is 
able to exercise its rights of rescission, and even of that 
Corporation's inholdings, tha United States will retain its best 
lands having a value equal to any consideration that Corporation 
may receive from industry, but in no event less than 35% of such 
lands.

Structures.
The Critique makes numerous statements regarding the 

Department's failure to identify all possible structures and how, 
based upon the State's independent analysis, every on* of the 73 
tracts selected by the participants is located above structures. 
It also asserts that all mappable closures have been exchanged or 
proposed for exchanges and that the tops of all of the best 
structures have been selected. It is surprising that this was



accomplished by the identification of only 15% of the lands 
within Coastal Plain, and that no selections were identified in 
the area of the major structure core calving area and very few in 
some of the other identifiable structures. What is even aore 
surprising and calls into question the accuracy of these 
assertions, is that a little aors than seven aonths ago the 
Governor, in giving his reasons for withdrawing the state froa 
the exchange negotiations, stated that a aajor reason for his 
action was the unreliability of the available data anr* the lack 
of sufficient data for the State to be able to sake selections. 
After the cospletion of the identification process, and with no 
new data than the saae data which was available to the Department 
and sost or the industry advisors of the participants, the state 
is now able to identify structures where before the structures 
had fallen through the holes in the seismic grid. The one 
participant whose industry advisors had the data froa the KIC 
well, however, selected on the structures mapped by DOI.

Pre Lease Exploration.
The AD04G Critique also expresses a concern regarding the 

effects of any pre-lease exploration activities of the partici­
pants which might be authorized by Congress. In opposing such 
activities, the Critique points to the potential lost revenues 
froa bonuses which would be paid at a lease sale froa "premature 
condemnation" of the area based on unsuccessful exploration 
efforts. If Congress were to authorize such activity, it would 
appear that the advantages of the United States having the 
down-hole data froa such activities would be extremely benefi­
cial. If the results were positive, the Department could 6hape 
the lease sale accordingly. If the results were negative and the 
area "condemned," the unnecessary environmental impacts froa the 
full scale exploration efforts which would follow the lease sale 
could be avoided. If as the results of such activities it were 
determined that the Coastal Plain were to have no potential, then 
clearly no one would advocate holding a lease sale and permitting 
the environmental impacts from the resulting exploration 
activities to occur, solely to generate a few dollars in lease 
bonuses.

#
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TESTIMONY ON HOUSE JOINT RESOLUTION # 9 
ON BEHALF OF THE NATIVE LANDS GROUP 

BEFO RE  THE HOUSE RESOURCES COMMITTEE 
FEBRUARY 13 ,  1987

The  Nat ive  L a n d s  Group app rec i a t e s  the oppo r tun i t y  to t e s t i f y  be fore  

th e  House R e so u r c e s  Committee ar id r e s p e c t f u l l y  s u bm i t s  the  fo l lowing 

w r i t t e n  t e s t im o ny .

B y  way  o f  b a c k g r o u n d ,  the  Nat ive L and s  C roup  (NLG) a s s em b la g e  is  

a p a r t n e r s h i p  o f  t h i r t e en  A la sk a  Nat ive co rpo ra t ion s  c u r r e n t l y  

o f f e r in g  l a n d s  in e x c h an g e  for  oil and  g a s  r i g h t s  in ANWR. The  

g en e r a l  p a r t n e r  o f  the  NLG i s  C IRI  Land  E x c h a n g e ,  I n c . ,  a 

w ho l ly -ow ned  s u b s i d i a r y  o f  Cook In le t  R e g io n ,  Inc .  ( C I R I ) .

The  t h i r t e e n  Nat ive c o rp o r a t io n s ,  w i th  o v e r  11 ,000  Native 

s h a r e h o l d e r s ,  in c lude  C IR I ,  a Nat ive reg iona l  corpora t ion  and  twe lve  

v i l l a g e  co rp o ra t io n s  in so u th c en t r a l  and  w e s t e r n  A la s k a .  Par t i c ipa t ion  

of each p a r t n e r  i s  de termined b y  i t s  con t r ibu t ion  o f  land to the  

p a r t n e r s h i p .  T h e  co rpo ra t ion s  each  h ave  r o u g h ly  equa l  s h a r e s  in the 

p a r t n e r s h i p .

Opening  ANWR -  Role o f  Land T r a d e s

The  NLG u r g e s  s u p p o r t  o f  the  ANWR land e x ch an g e  concep t  be c au se  

we b e l i e v e  the  e x c h a n g e s  wi ll  b ene f i t  the  S ta te  o f  A la ska  b y  

f a c i l i t a t i n g  the  open ing  o f  ANWR for  oil and  g a s  l e a s in g  and  the re fo re  

a s s i s t i n g  the  S ta te  in u l t imate ly  a c q u i r i n g  a r e v e n u e  s t ream  from i t s  

d eve lopmen t .

We b e l i e v e  Nat ive  e x c h a n g e s  wi ll  p l a y  a p ivota l  role in the  

c o n g r e s s i o n a l  d eba te  ove r  the open ing  o f  ANWR.

1
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T. Nat ive  e x c h a n g e s  a r e  a k e y  b a s i s  for  deve lop ing  

e nv i ronm en ta l  s u p p o r t  for  the  o p en in g  o f  ANWR. Native 

r e f u g e  i n ho ld in g s  to be e x c h a n g e d  inc lude  ex t reme ly

impor tan t  h a b i t a t s  for  r a p id l y  de c l in in g  popu la t ions  o f  

g e e s e ,  a s  wel l  a s  rands  i n t e n s i v e l y  u s e d  for f i s h  and  

w i ld l i f e - o r i e n t e d  r e c r e a t io n .  As C ong re s s ion a l  debate  

i n t e n s i f i e s ,  the  focu s  o f  the  deba te  i n e v i t a b l y  will move to 

the  t r em endous  pub l ic  v a l u e s  i n vo lv ed  in th e se  i n h o ld in g s .  

The  content ion th a t  e n v i ro nm en t a l i s t  g r o u p s  d i s f a v o r  Nat ive 

l and t r a d e s  i s  a c l a s s i c  " h a l f - t r u t h . " The  t r a d e s  have  been 

opposed  b y  tho se  g r o u p s  hop ing  to see  ANWR locked up 

p r e c i s e l y  b e c au se  t h e y  r e co gn i z e  tha t  the  t r a d e s  form a 

b a s i s  fo r  open ing  up ANWR.

2 .  Nat ive  invo lvement  wi l l  b roaden  the  s u p p o r t i v e  

c o n s t i t u e n c i e s  w i th in  the  Democrat ic  c o n g r e s s .  With 

e x c h a n g e s .  Nat ive s  wi l l  b r i n g  a new dimens ion to the  

l o b b y in g  e f fo r t s  th a t  th e  S ta te  and  oil companie s cannot  

b r i n g ,  p a r t i c u l a r l y  to c o n g r e s s i o n a l  d e le g a te s  sym pa the t ic  to 

the  con c e rn s  o f  Nat ive  Amer ican s .

B e s i d e s  the  b e n e f i t s  g a in ed  in a s s i s t i n g  in the  open ing  o f  ANWR, the  

NLG b e l i e v e s  Nat ive  p a r t ic ip a t ion  in ANWR land e x c h a n g e s  b e n e f i t s  

the  S t a t e  in o th e r  v/ays .

1 .  Nat ive  co rpo ra t ion s  a re  local co rpo ra t io n s .  Monies wi ll  s t a y  

w i th in  the  s t a t e ,  and  in many  c a s e s  be d i r ec ted  to r u r a l  

A la sk a  where  economic oppo r tun i t i e s  a re  few and  f a r  

b e tw een .  Economic b e n e f i t s  wi ll  f low to a wide 

r ep r e s en ta t io n  o f  N at iv e s ;  s h a r e h o ld e r s  o f  22 Native 

c o rp o r a t i o n s ,  both v i l l a g e  and  r e g io n a l ,  a re  c u r r e n t l y  

in vo lv ed  in v a r i o u s  e x c h a n g e  con so r t ium s .

2
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Nat ive  co rpo ra t ion s  h a v e  s t r o n g  local h i r e  and  i n - s t a t e  

c o n t r a c t i n g  p ro v i s i o n s  w i th in  the  a g r e em en t s  wi th th e i r  oil 

i n d u s t r y  p a r t n e r s ,  and  t h e y  have  a so l id  reco rd  for 

e n fo r c in g  tho se  p r o v i s i o n s .  P r i v a t e  s e c to r  s t a t u s  empowers 

Nat ive  co rpo ra t ion s  to en fo rce  much s t r o n g e r  local h i r e  

r e q u i r em en t s  than  the S t a t e  b e c au se  the  S ta te  ope ra te s  

u n d e r  s e v e r e  con s t i tu t iona l  r e s t r a i n t s .

Oil a nd  g a s  exp lo ra t ion  will o ccu r  f a s t e r .  Native  

co rpo ra t io n s  a r e  not c o n s t r a i n ed  b y  fede ra l  or  s t a t e  l e a s in g  

r e g u l a t i o n s  t h a t  o f  n e c e s s i t y  h a v e  many  b u i l t - i n  d e l a y s .  

L e a s i n g  te rm s  a l r e ad y  h a v e  been nego t ia ted  between Nat ive 

e x c h a n g e  p a r t i c ip a n t s  a n d  i n d u s t r y  p a r t n e r s .  T h e s e  cal l 

fo r  immediate leas inc and  e xp ed i t io u s  e xp lo r a t io n .  A c ruc ia l  

h e ad  s t a r t  o f  a y e a r  or more wi l l  be g a in ed  in p roceed ing  to 

deve lopmen t .

T h e  S t a t e  would d i r e c t l y  b ene f i t  b y  i t s  own . p a r t ic ip a t ion  in an

e x c h a n g e  a n d  i s  not a t  a d i s a d v a n t a g e  in re la t ion  to the  o the r

e x c h a n g e  p a r t i c i p a n t s .

1 .  S t a t e  invo lvement  a s  an e x c h a n g e  p a r t i c ip an t  would al low

th e  S ta te  to a cqu i r e  o w n e r s h ip  o f  h i g h l y  p ro sp e c t i v e  t r a c t s  

in ANWR. On those  t r a c t s  th e  S ta te  would contro l i t s  own 

le a se  t e rm s ,  and  th e r e fo r e  be  ab le  to c a p tu r e  s i g n i f i c a n t l y  

more th an  a mere s h a r e  o f  a 1/8 r o y a l t y .  As the  owner  of 

100% o f  oil and  g a s  r e s e r v e s  on l a nd s  i t  a c q u i r e s  t h rough

e x c h a n g e ,  the  S ta te  would not be e xpo sed  to some

po l i t i c a l l y  v a r i a b l e  p e r c e n t a g e  o f  the Federa l  Government ' s

r o y a l t y  s h a r e .

2 .  T h e  S ta te  p r e s e n t l y  h a s  b e t t e r  geo log ica l  and  g eophy s i c a l

in fo rm a t ion ,  t a ken  a s  a who le ,  than a n y  o th e r  e x ch an g e
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p a r t i c i p a n t .  T he  geo log ica l  da ta  from the  r e c en t ly  d r i l l ed  

wel l  on K a k to v i k  Inup ia t  C o rpo ra t ion /A rc t i c  Slope Reg ional 

Corpora t ion  land  i s  b e in g  he ld  con f iden t ia l  b y  the oil 

compan ie s  w h ich  conduc ted  the  d r i l l i n g .  It i s  not ava i lab le  

to th e  Depar tment  o f  I n t e r io r  or a n y  o f  the  e xch an g e  

p a r t i c i p a n t s .

■ mWi

T h e  S t a t e  i s  c u r r e n t l y  n e go t i a t i n g  i t s  own ANWR land 

e x c h a n g e  w ith  th e  Depa r tmen t  o f  I n t e r io r .  T he  S ta te  has  

been  a s s u r e d  equa l  t r e a tm en t  w ith  o the r  e x ch an g e  

p a r t i c i p a n t s ,  p a r t i c u l a r l y  r e g a r d i n g  v a lua t ion  and 

s e l e c t i o n s ,  i f  i t can move e xp e d i e n t l y  and  e xp ed i t io u s l y  

tow a rd  an e x c h a n g e .

We b e l i e v e  n e g a t i v e  S ta te  r e v e n u e  impac t s  from s u p p o r t i n g  the  

e x c h a n g e s  a r e  ou tw e ighed  b y  o the r  r e v e n u e  b e n e f i t s .

1 .  M a in t a in in g  the  90/10  r e v enue ,  s h a r i n g  p rov i s ion  i s  unce r t a in  

a n d  u n l i k e l y .  T he  S ta te  m us t  be p r ep a r ed  to make pol i t ical  

Judgem en t s  t h a t  b e s t  a s s u r e  a r e v e n u e  s t ream  from ANWR. 

And in do ing  s o ,  the h a r s h  po l i t ica l  r e a l i t i e s  o f  C o n g re s s  

need  to be r e c o g n i z e d .

2 .  E x c h a n g e s  wi l l  accoun t  for  o n ly  a l imited port ion o f  ANWR 

l a n d s .  T he  potent ia l  s i z e  a n d  impact  o f  the  proposed 

Nat ive  and  S ta te  t r a d e s  n a v e  been  g r e a t l y  e x a g g e r a t e d .  

B e c a u s e  e x c h a n g e s  will be on a v a lu e  b a s i s ,  and becau se  

the  v a l u e s  o f  ANWR land s  a re  so  l a r g e  in compar ison to the 

Nat ive  and  S t a t e  l a nd s  b e in g  p ropo sed  for e x c h a n g e ,  the 

amount o f  land e x c h an g ed  w i th in  ANWR will  not s i g n i f i c a n t l y  

impa i r  a v i ab l e  l e a s i n g  p rogram  for  the  rema inder  o f  ANWR.



No t a x  r e v e n u e s  would be lo s t  due to Native e x c h a n g e s .  

T h e  S t a t e ' s  so v e r e i g n  au tho r i t y  to l e v y  and  co l lect t a x e s  on 

al l p roduct ion  from Native l and s  wil l  remain .

a. It i s  doub t fu l  w he th e r  onshore  s u p p o r t  f a c i l i t i e s ,  i n c lud in g  

p ip e l i n e s ,  cou ld  be  u sed  to s u p p o r t  deve lopment w i th in  

S t a t e  s u b m e rg ed  lands  north  o f  ANWR. S e v e r e l y  r e s t r i c t i n g  

the  u s e s  o f  the  ANWR coasta l  p la in  may e f f e c t i v e ly  condemn 

ad j a c e n t  S ta te  and  Federa l  l a n d s  r e n d e r in g  potent ia l  S ta te  

fo s s e s  o f  r e v enue  even  g r e a t e r  than  j u s t  those  l o s s e s  

i n c u r r e d  i f  ANWR remains c lo sed .

We b e l i e v e  the  land e x c h a n g e s  will not lead  to env i ronmenta l  impacts  

or l o s s  o f  land  management con t ro l .  Only l imited oil and  g a s  

deve lopmen t  r i g h t s  wi ll  be  t r a n s f e r r e d  th rou gh  e x c h a n g e s .  All 

s u r f a c e  o w n e r s h ip  wi ll  remain within th e  federa l  F i s h  and  Wildl ife 

r e f u g e  s y s t e m .  All exp lora t ion  and deve lopment  wi ll  occur  u nd e r  

s t r i c t  r e g u l a t o r y  and  con t rac tu a l  s t ip u l a t i o n s  o f  app rop r ia te  federa l  

and s t a t e  a g e n c i e s .  The  combined f e d e r a l  and  s t a te  gove rnmenta l  

c o n t ro l s  w i th in  ANWR would be at l e a s t  a s  comprehen s ive  a s  those  

p r e s e n t l y  e x e r c i s e d  b y  the S ta te  a t  P rudhoe  B a y .

Conc lu s ion

The  o p e n in g  o f  ANWR is  go in g  to requ i re  a un i ted  A la sk a .  A d iv id ed  

A la sk a  on ly  p l a y s  into the  h and s  of tho se  whose  agenda  it i s  to keep 

ANWR pe rm anen t ly  c lo sed  to exp lorat ion a n d  deve lopment .  It i s  a 

fact t h a t  a d i v id ed  A la ska  h a s  neve r  a c h i e v ed  major l ands  leg i s l a t ion  

in i t s  f a v o r .

0
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both Nat ive and  S t a t e ,  wi l l

s i g n i f i c a n t l y  fa c i l i t a te  the  open ing  o f  ANWR and the re fo re  a s s i s t  the
... ^ ,1  •. . . .

State  in u l t imate ly  a c q u i r i n g  a r e v enue  s t ream  from i t s  deve lopment .

:v! ■ .. -■ : ' We u r g e  the  House  R e so u r c e s  Committee to endo r se  the  concept  of 

l and s  e x c h a n g e s  and  to u r g e  the  S ta te  adm in i s t r a t ion  to move q u i c k l y  

to consummate  i t s  own e x c h a n g e .  At the  v e r y  l e a s t ,  we feel you 

shou ld  d e f e r  jud gem en t  un t i l  the  Depar tment  o f  the In te r io r  h a s  

p r e s e n t e d  to C o n g r e s s  fo r  ra t i f ic a t ion  the  l and  e x c h a n g e s  a s  ac tua l  

p r o p o sa l s .

T h a n k  you .

5/022
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Th e  Nat ive L a n d s  Croup (NLG) a s s em b la ge  i s  a p a r t n e r s h ip  of 

th i r teen  A la sk a  Native corpora t ion s  c u r r e n t l y  o f f e r in g  land s  in 

ex ch ange  fo r  oil and  g a s  r i g h t s  in ANWR. The  gene ra l  p a r tn e r  of 

the  NLG i s  C IRI  Land E x ch an g e ,  I n c . ,  a who l ly -owned s u b s i d i a r y  of 

Cook In le t  R e g io n ,  I n c .  (C I R I ) .

The  th i r t e en  Nat ive co rpo ra t ion s ,  with o ve r  11 ,000 Native 

s h a r e h o ld e r s ,  inc lude  C IR I ,  a Nat ive reg iona l  corpora t ion and twelve 

v i l l a g e  co rpo ra t ion s  in sou thcen t ra l  and we s te rn  A la sk a .  Par t ic ipat ion 

o f  each p a r t n e r  i s  determined b y  i t s  contr ibu t ion  o f  land to the 

p a r t n e r s h ip .  T he  corpora t ions  each h ave  rough ly  equa l  s h a r e s  in the 

p a r t n e r s h ip .



OPENING ANWR -  THE ROLE OF LAND TRADES

B y  the  adm is s ion  o f  many members o f ail leve ls  of State government ,  

t h e re  e x i s t s  c on s id e r ab le  u n c e r t a in t y  and  confusion r e g a rd in g  Native 

land e x c h a n g e s  and  the i r  re l a t ion sh ip  to the  open ing  o f  ANWR. The 

Native L a n d s  Croup (N L G ) , a consort ium o f  Alaska Native 

co rp o r a t io n s ,  b e l i e v e s  th a t  c l a r i f y i n g  th e se  matters  i s  e s sen t ia l  to 

deve lop ing  a f a i r ,  r a t io n a l ,  and  f a c t - b a s e d  State pol icy on d ie  Native 

land t r a d e s .  T h e  fo l lowing d i s c u s s i o n  attempts to deal f a i r ly  with a 

number  o f  the  m isconcep t ion s ,  and  to place the cor rec t  fac t s  in the  

con te x t  o f  the  b a s i c  po l icy  i s s u e s  wh ich  the S tate  will decide in the 

coming w e e k s .

1 .  Nat ive e x c h a n g e s  wi l l  p l a y  a p ivota l  role in the congre s s iona l  

deba te  o v e r  the  open ing  o f  ANWR.

a .  Nat ive  e x c h a n g e s  a r e  a key  b a s i s  for deve loping 

env i ronmenta l  s u p p o r t  fo r  the  open ing  o f  ANWR. Native 

r e fu g e  inho ld in g s  to be  exchanged  inc lude extremely 

impor tan t  h ab i t a t s  fo r  r ap id ly  dec l in ing  populat ions of 

g e e s e ,  a s  wel l  a s  l a n d s  in t en s iv e ly  u sed  for f i sh  and 

w i ld l i f e -o r i e n ted  r e c r e a t io n .  As Congress iona l  debate 

i n t e n s i f i e s ,  the  focu s  o f  the  debate inev i tab ly  will move to 

th e  t remendous  pub l i c  v a l u e s  involved in the se  inho ld ing s .  

T h e  mer i t s  o f  the  e x c h a n g e s  and the bene f i t s  to the pub l ic  

i f  the  e x c h a n g e s  a re  consummated will be c le a r ly  ev id en t ,  

and  wi l l  form the  b a s i s  for the compromises n e c e s s a ry  to 

a ch ie v e  open ing  l e g i s l a t io n .

b .  Nat ive invo lvement  wil l broaden the  suppo r t iv e  

c o n s t i t u e n c ie s  w i th in  the  Democrat ic c o n g r e s s .  Natives will 

b r i n g  a new dimens ion to the  lobby ing e f fo r t s  that the State 

and  oil companies  canno t  b r i n g ,  pa r t icu la r ly  . to



congressional delegates that are sympathetic to the concerns 

of Native Americans.

a. Native corporations are local corporations. Monies will stay 

within the state, and in many cases be directed to rural 

Alaska where economic opportunities are few and far 

between. Economic benefits will flow to a wide 

representation of Natives; shareholders of 22 Native 

corporations, both village and regional, are currently 

involved in various exchange consortiums.

The contention that environmentalist groups disfavor Native 

land trades is a classic "half-truth." The trades have been 

opposed by those groups hoping to see ANWR locked up 

precisely because they recognize that the trades form a 

basis for opening up ANWR. For the State to mimic their 

environmentalist position is to play right into the hands of 

the opponents of opening ANWR.

2. Native participation benefits tha State in other ways.

b. Native corporations have strong focal hire and in-state

contracting provisions within the agreements with their oil 

industry partners, and they have a solid record for 

enforcing those provisions. Private sector status empowers 

Native corporations to enforce much stronger local hire 

requirements than the State because the State operates

under severe constitutional restraints.

c. Oil and gas exploration will occur faster. Native

corporations are not constrained by federal or state leasing 

regulations that of necessity have many built-in delays.

$
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deve lopment

L e a s i n g  te rms a l r e ady  have  been negotiated between Native 

e x c h a n g e  p a r t i c ip an t s  and  i n d u s t r y  p a r t n e r s .  The se  call 

fo r  immediate l ea s ing  and exped i t iou s  exp lora t ion .  A crucia l  

head  s t a r t  o f  a y e a r  or more will be ga ined  in proceeding to

lij. "
’ •.>. •• : X . - V.. ' !**>?-S'?'
  v* ti

3 .  T h e  S ta te  would d i r e c t ly  b ene f i t  b y  i t s  own part ic ipat ion in an 

e x c h a n g e .

a .  S ta te  invo lvement  a s  an e x ch an g e  par t ic ip an t  would allow 

t h e  S ta te  to a cqu i r e  100% o f  h i g h ly  p ro spec t ive  t r a c t s  in 

ANWR. On those  t r a c t s  t h e  S ta te  would control i t s  own 

le a se  t e rm s ,  and the re fo re  be  able to cap tu re  s i gn i f i c an t ly  

more th an  a mere s h a r e  o f  a T/8 roya l ty .

b .  As the  owner  of 100% o f  oil and  g a s  r e s e r v e s  on lands  it 

a c q u i r e s  t h rough  e x c h a n g e ,  the  Sta te  would not be exposed 

to some po l i t ica l ly  v a r i a b l e  pe rcen tage  o f  the  Federal 

Government ' s  roya l ty  s h a r e .

i?. T h e  Nat ives  do not  have  su p e r io r  information to the  S t a t e .

a .  T h e  S ta te  p r e s e n t l y  h a s  b e t t e r  geolog ical and  geophys ica l  

in fo rmat ion ,  taken  as  a who le ,  than any  other exchange  

p a r t i c i p a n t .  The  geo log ica l  data from the  recen t ly  dr i l l ed 

wel l  on Kak tov ik  Inup ia t  Corporat ion/Arct ic  Slope Regional 

Corporat ion land i s  be ing  he ld conf ident ia l  by  the oil 

compan ie s  which conducted the  d r i l l i n g .  It i s  not ava i lable 

to K a k t o v i k ,  Arct ic  S lope ,  the  Department o f  In te r ior  or 

a n y  o f  the  e x ch an g e  p a r t i c i p a n t s .

$

3



m m

Negat ive  S ta te  revenue  Impacts from sup p o r t in g  the  e x ch an g e s  

a r e  ou tw e ighed  b y  other  r evenue  b e n e f i t s .
I 7- v‘ •

, t , ■■■ ■ ■ ‘ • v/'
a .  90% o f  no th ing  i s  no th ing .  50% o f  noth ing  i s  s t i l l  no th ing .

T h e  S ta te  wi ll  rece ive  no r e v e n u e s  ( r o y a l t y  or  t a x )  un le s s  

ANWR i s  opened -  an e ven t  much more l i k e l y  to occur  i f  

Nat ive  and  S ta te  e xch ange s  have  o c cu r r ed .

b .  Ma in ta in ing  the  90/10 r e v enue  s h a r i n g  p rov i s ion  i s  uncerta in  

a n d  u n l i k e l y .  T he  S ta te  must  be p repa red  to make the 

po l i t ica l  judgement  call  th a t  b e s t  a s s u r e s  a r e v enue  st ream 

from ANWR. And in do ing  s o ,  the  h a r s h  pol i t ical  rea l i t ie s  

o f  C o n g r e s s  need to be recoc/nized.

c .  E x c h a n g e s  wil l account for on ly  a port ion o f  ANWR land s .  

T he  potent ia l  s i z e  and impact o f  the  proposed Native and 

S t a t e  t r a d e s  have  been g r e a t l y  e x a g g e r a t e d .  Because  

e x c h a n g e s  wi l l  be on a v a lu e  b a s i s ,  and b ecau se  the  v a lu e s  

o f  ANWR la nd s  a re  so l a rg e  in compar ison to the Native and 

S ta te  l a nd s  be ing  proposed for e x c h a n g e ,  the  amount of 

l and  e x c h an g ed  with in ANWR will  not s i g n i f i c a n t l y  impair a 

v i a b l e  [ e a s in g  program for the  remainder  o f  ANWR.

c .  No t a x  r e v e n u e s  would be los t due to Nat-ve e x c h an g e s .  

T he  S t a t e ' s  so ve re ign  au tho r i t y  to levy  and  co l lect taxe s  on 

al l p roduct ion  from Native l and s  wilt remain .

6 .  Nat ive e x c h a n g e s  will not lead to env ironmenta l  impacts  or loss

o f  l and  management contro l .

Only l imited oil and  g a s  deve lopment r i g h t s  will be t r a n s f e r r e d  to 

Nat ive  co rpo ra t ion s  th rough  e x c h a n g e s .  All s u r f a c e  ownersh ip  

wi l l  remain w i th in  the federa l  F i sh  and  Wildl ife r e fu ge  sy s tem .



I
AH exp lo ra t ion  and deve lopment wi l l  occur  unde r  s t r i c t

■
r e g u l a t o r y  and  con t rac tua l  s t ip u la t ion s  o f  appropr ia te  federa l  and 

s t a t e  a g e n c i e s .  T he  combined federa l  and s ta te  governmenta l  

c on t ro l s  w i th in  ANWR would be at l e a s t  a s  comprehens ive  as  

those  p r e s e n t l y  e x e r c i s e d  b y  the  S ta te  a t  Prudhoe B a y ,

i f  ANWR i s  not opened be c au se  o f  the  fa i lu re  of the  e x ch an g e s  

to be  con summated ,  the  S ta te  fa ce s  s i g n i f j c a . i t  r evenue  l o s s e s .

a .  T h e  S ta te  wi l l  r ece ive  no r e v e n u e s ,  e i the r  from roya l t i e s  or 

t a x e s .

b .  It  i s  doub t fu l  whe the r  onshore  su p p o r t  f a c i l i t i e s ,  in c lud ing  

p ip e l i n e s ,  could be u s e d  to s u p p o r t  deve lopment within 

S ta te  s u bm e rg ed  land s  nor th  o f  ANWR. Se v e r e ly  r e s t r i c t i n g  

th e  u s e s  o f  the  ANWR coasta l  p la in  may e f f e c t i v e ly  condemn 

ad ja c en t  S ta te  and  Federa l  l and s  r ende r in g  potentia l  State  

l o s s e s  o f  r e v enue  much g r e a t e r  than j u s t  those  lo s se s  

i n c u r r e d  i f  ANWR remain s  c lo sed .

Conc lus ion

The open ing  o f  ANWR i s  go in g  to r e q u i r e  a " un i t ed "  A la sk a .  A 

" d i v id e d "  A la sk a  on ly  p l a y s  into the  h a n d s  of those  whose agenda  it 

i s  to keep ANWR pe rmanen t ly  c lo sed  to e xp . j r a t io n  and  deve lopment .  

It i s  a fac t  th a t  a d iv id ed  A laska  h a s  n e ve r  ach ieved  major lands  

leg i s l a t ion  in i t s  f a v o r .

The  NLG fee l s  f ^ a t  land e x c h a n g e s ,  both  Native and  S t a t e ,  will 

s i g n i f i c a n t l y  f a c i l i t a te  the  open ing  o f  ANWR and there fore  a s s i s t  the 

S ta te  in u l t imate ly  a c q u i r i n g  a r e venue  s t ream from i t s  deve lopment .

$
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We u r g e  the  S ta te  to s u p p o r t  Native  land e x c h a n g e s  and  move 

e xped i t io u s ly  and  e xp ed ien t ly  to consummate i t s  own e x c h a n g e .  At 

the v e r y  l e a s t ,  the  S ta te  shou ld  d e fe r  judgement un t i l  the  Department 

o f  the  In t e r io r  h a s  p re sen ted  the  land e x ch an g e  a s  an actua l 

proposa l .

6 / 0 15

6



ANCHO 

PMS

REF SAM COTTEN
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HJR9 OPPOSES NATIVE LAND TRADES FOR LANDS IN ANWR, CHIEFLY ON THE EASIS 

THAT THE STATE NEEDS THE 90 PERCENT OF FEDERAL ROYALTIES THAT IT WOULD GET 

UNDER PRESENT LAW IF THE U.S. GOVERNMENT OWNS AND LEASES THE LAN D .  THIS 

REASONING IS MISGUIDED FOR FIVE REASONS.

FIRST, 9C PERCENT OF NOTHING IS STILL NOTHING. NATIVE INVOLVEMENT AND 

SUFPOFT WILL EE ESSENTIAL IF CONGRESS IS TO OPEN ANWR AT ALL. ALASKA IS
1 ■ i  l mui * — — I— — — —  — —  n  1f r^Tfn - >■ w imii i i i m i m i i  iIa n m >>(, ,inp<rnrnnm  r

SEEN OUSIDE AS HAVING HAD ITS FLING, AND HOW MANY NEW VOTES CAN THE OIL 

m-1 PANIES DELIVER? CGNG RE S SIONA L SUPPORT IN D .C. TOWARD \_A TIVE AMERICAN S 

'■> W D  WILDLIFE REFUGE ENHANCEMENT THROUGH NATIVE TRADES WILL OFF-SET THE 

INCLINATION TO. CAST AN EASY PRO -ENVfRONMENTaT**V0TE TO KEEF ANWR CLOSED.rwrna— m m  i — ----- r ,  ̂ „    m |,n,M|̂ -Wn  , - » , a w— m— ■
LANDS GIVEN UP BY THE NATIVES WILL INCLUDE EXTREMELY IMPORTANT INHOLDINGS 

IN OTHER WILDLIFE REFUGES IN ALASKA, SUCH AS THE MAJOR HABITAT FOR SEVERAL 

THREATENED SPECIES DF GEESE AND BRANDT. FEDERAL ACQUISITION OF SUCH IN­

HOLDINGS (wiU) WIN THE SUPPORT OF SEVEREL WILDLIF^E ORGANIZATIONS, AND FORM

|
I

#



THE B A S I S  FOR THE K I N D  OF COMPROMI SE  WHI CH W I L L  BE NEEDED TO OPEN ANWR.  
O P P O S I N G  THESE  LAND TRADES  P L AY S  R I G H T  I N T O  THE HANDS DF THOSE WHO WOULD 
LOCK UP  ANWR F O R E V E R .

S ECOND ,  THE 9 0  P ERCENT  F I G U R E  I S  C E R T A I N  TO BE REEXAMI NED  I F  CONGRESS  
OPENS ANWR TO O I L  AND GAS D E V EL OP ME NT .  N A T I V E  S U P P O R T  W I L L  BE VALUABLE  FOR 
T H E STATE  I N  I T S  AT T E j jPT -.TO  K E E P I T S SHARE OF FEDERAL  RO Y A L T I E S  AT A H I GH 
L E V E L .
" “ T hT r D , THE P O T E N T I A L  S I Z E  AND I MPACT  OF THE NAT I VE  TRADE ON THE ANWR 
LANDS HAS EEEN GREATLY  E XAGGERATED .  WHI LE  THE* N A T I V E S  W I L L  5E  T RAD I NG  I N  
VERY  S U B S T A N T I A L  ACREAGE I T  W I L L  BE TRADED ON A VALUE B A S I S .  THE VALUE  OF 
THE ANWR LANDS FAR EXCEEDS  THAT OF THE NA T I V E  L A N D S .

a F I F T H ,  NAT I VE  C O R P O R A T I O N S ,  B E I N G  P R I V A T E ,  CAN I MPOSE  AND ENFORCE  ALASKA 
W R E  F R O V I S I O N S  I N A WAY THAT THE STATE  CAN NEVER  HOPE TO MATCH C O N S T I T U ­
T I O N A L L Y .

F I N A L L Y ,  THE BOTTOM L I N E  I S  NOT TO LOSE S I G H T  OF THE U L T I MA T E  O B J E C T I V E  
OF OF EN I NG  ANWR,  C R E A T I N G  J OBS  AND D E V EL OP ME NT ,  AND E S T A B L I S H I N G  A SOUND 
TAX BASE FDR THE S T A T E .  I T  I S  AN H I S T O R I C A L  AX IOM THAT ALASKA HAS NEVER 
ACH I EVED  MAJOR LAND L E G I S L A T I O N  I N  CDNGRESS  WHEN THE STATE  wAS D I V I D E D .

ON BEHALF  OF OUF. 6 3 0 C  SHAREHOLDERS  AND THE 1 2  V I L L A G E  CORP OR AT I ONS  IN 
OUR R EG I ON  AND WESTERN ALASKA C O M P R I S I N G  THE NA T I V E  LANDS GROUP ,  COOK

FAGE 3
I N L E T  REG I ON  I N C .  ASKS  FOR YOUR  C O N S I D E R A T I O N  I N  REMOVING THE P R O V I S I O N S  
I N  H J R 9  O P P O S I N G  N A T I V E  LAND T R A D E S .  

a ROY M. HUHNDORF ,  FRE S I  DENT 
™ C O O K  I N L E T  R EG I ON  I N C .

STRONG T A X - B A S E . STATE  P R OD U C T I ON  
P R OD UC T I ON  FROM NAT I VE  L A N D S .

T e l e g r a m

C C :  GOVERNOR STEVE  COWPER 
C O M M I S S I O N E R  BRADY  
C O MMI S S I O N E R  K E L S O



N a t i v e  L a n d s  G r o u p

M r .  Ned F a r q u h a r ,  L e g i s l a t i v e  A s s i s t a n t  
Hou se  R e s o u r c e s  Committee 
Pouch  V
J u n e a u ,  A K  99811 -0101

D e a r  Ned

E n c l o s u r e

P . O .  B o x  9 3 3 3 0
A n c h o r a g e ,  A l a s k a  9 9 5 0 9 - 3 3 3 0
( 9 0 7 )  2 7 2 - 3 5 2 2

I'm s o r r y  I was n o t  in to  t a k e  y o u r  ca l l  l as t  week  c on c e r n i n g  th e  
ANWR Land  E x c h a n g e .  Mike Sm ith  r e l a y e d  y o u r  c on v e r s a t i o n  to  me,  
a n d  t h e  p u r p o s e  o f  t h i s  l e t t e r  is t o  r e s p o n d  to  y o u r  two r e q u e s t s .

Y o u  f i r s t  a s k e d  t h e  i d e n t i t y  o f  t h e  Na t i v e  Lands  C r o u p  (N LG )  
p a r t n e r s .  While we do  n o t  b e l i e v e  t h a t  r e v e a l i n g  the  names o f  o u r  
p a r t n e r s  wou ld  s ig n i f i c a n t l y  i n f l u e n c e  m a t t e r s  one  way  o r  t h e  o t h e r ,  
we a r e  b o u nd  b y  a mutua l  c o i f i d e n t i a l i t y  a g r e em en t  which b in d s  u s  to  
r e f r a i n  f r om  id e n t i f y i n g  p a r t n e r s  un t i l  t h e  p a r t n e r s h i p  s t r u c t u r e  is 
f i n a l i z e d .  Once th i s  has  o c c u r r e d ,  i t  wifi d e f i n i t e l y  be in t h e  NLC 's  
i n t e r e s t s  t o  make known t h e  p a r t n e r s .  I a s s u r e  y ou  tha t  th e  House  
R e s o u r c e s  Committee wi l l  be one  o f  t h e  f i r s t  to  know when t h a t  t ime 
a r r i v e s .

C o n c e r n i n g  th e  a v a i l a b i l i t y  o f  in f o rm a t i o n  a b o u t  th e  A rc t i c  S l ope  
Reg iona l  C o r p o r a t i o n  ( A S R C )  a r b i t r a t i o n  p r o c e s s ,  n e i t h e r  t h e  NLG n o r  
C I R I  is i n v o l v e d  in t h a t  p r o c e s s .  I s u g g e s t  y o u  con tac t  A SRC  
d i r e c t l y  t o  de t e rm ine  t h e  c u r r e n t  s t a t u s .

We a p p r e c i a t e  y o u r  h e lp  in c o o r d i n a t i n g  i n p u t  to  the  House R e s o u r c e s  
Commit tee ,  and  p le a se  f e e l  f r e e  to  c on t a c t  us  in th e  f u t u r e  i f  y o u  
h a v e  a n y  f u r t h e r  q u e s t i o n s .

S i n c e r e l y ,

R O U P

R e g a r d i n g  y o u r  s e cond  r e q u e s t ,  I am en c l o s in g  a c op y  o f  t h e  7 ( i ) 
a g r e em e n t .  As y o u  can s e e ,  it is  a r a t h e r  comp l ica ted  documen t .  I f  
y o u  h a v e  a n y  spec i f i c  q u e s t i o n s  c o n c e r n i n g  t h e  app l i c a b i l i t y  o f  t h e  
7 ( i )  a g r e em en t  to  th e  ANWR E x c h a n g e ,  I wou ld  be  h a p p y  t o  t / y  and  
e x p l a i n  t h e  r e l a t i o n s h ip s  o r  l ack  t h e r e o f .



COOK INLET REGION, INC.

February 12, 1987

Sam C o t t e n ,  C o -C h a i r p e r s o n  
House R e s o u r c e s  Committee 
P . O .  B o x  V 
J u n e a u ,  AK 99811

Dea r  R e p r e s e n t a t i v e  C o t t e n :

T h a n k  y o u  f o r  r e s p o n d i n g  to  my r e c e n t  t e l e g r am  to y ou  and  o t h e r  l e g i s l a t o r s  
r e g a r d i n g  land e x c h an g e s  in the  A rc t i c  Nat iona l  W i ld l i f e  R e f u g e .

Marg ie  S a g e r s e r ,  P r o j e c t  D i r e c t o r  o f  the  Na t ive  Lands  C r o u p ,  a p a r t n e r s h i p  o f  
t h i r t e e n  A la sk a  Na t iv e  c o r p o r a t i o n s  i n c l u d in g  C I R I ,  wi l l  be  a t tend ing  y o u r  
committee meet ing on ANWR land e x c h an g e s  F r i d a y  1 3 ,  1 9 87 .  U n f o r t u n a t e l y ,  I 
wil l  be o u t s id e  o f  the  s ta t e  t h a t  d a y  a nd  t h e r e f o r e  u n ab l e  to a t t e n d .  I t r u s t  
Ms. S a g e r s e r  can r e s p o n d  to a n y  q u e s t i o n s  y ou  o r  o t h e r  commit tee members may 
h a v e  in o r d e r  to  become in fo rmed  on th i s  m a t t e r .

S i n c e r e l y ,
COOK IN LET  R E G IO N ,  INC .

" 7  /  /  ,

Roy  M. H u h n d o r f  
P r e s i d e n t

RM H : pa t 
29/11

c c :  Ade lh e id  H e r rm a n ,  C o -C h a i r p e r s o n
Marg ie  S a g e r s e r

CIRI BUILDING 2525 "C" STREET P.O. BOX 93330 ANCHORAGE. ALASKA 99509-3330 
(907) 274-8638 TELECOPIER (907) 279-8836 TELEX 090-26-465
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Mr. Roy Huhndorf, President 
Cook Inlet Region, Inc.
2525 »c” Street

SC:smc

cc: Adelheid Herrman, co-Chairman

Dear M r . Huhndorf:

Several members of the House Resources Committee, and some 
other legislators, have expressed interest in learning more 
about the land exchange proposals. To date, the legislature 
and other Alaskans have not been privy to the information 
needed to make decisions on many of the state interests that 
you mentioned in your telegram.

I hope that you will be able to attend the committee's meeting 
on ANWR land exchanges scheduled for Friday, February 13, 1987 
from 1:00 - 3:00 p.m., Capitol 124. It would be useful for 
the committee to hear your points and learn more about the 
proposed changes.

Sincerely,

I am writing in response to your recent telegram about che 
proposed land exchanges in the Arctic National Wildlife 
Refuge. I appreciate being informed of your point-of-view and 
am certainly open to discussion of the issues.

Sam Cotten, co-Chairman 
House Resources Committee



PHONE (907)656-1606G A L E N A . ALASKA  99741

House Resources Committee 
Chairman, Sam Cotten 
P.O. Box V
Juneau, Alaska 99811

Dear Representative Cotten:

Gana-a' Yoo, Ltd. is the consolidated village corporation for 
the villages of Galena, Koyukuk, Nulato and Kaltag. Our 
corporation is comprised of approximately 1,200 shareholder's and 
is the largest village corporation in the Doyon region.

March 17, 1987

This letter is to express our corporate position on the 
Arctic National Wildlife Refuge (ANWR) issues and our opinions on 
House Joint Resolutions No. 7 & 9* We support opening the coastal 
plain of ANWR to environmentally responsible oil and gas
exploration, development, and production. We also support the
concerns of the subsistance Caribou users and stand for protection 
of that resource. We are supportive of the Native groups who are 
negotiating land trades with the Department of Interior.

We are not supportive of House Joint Resolution No. 9 as it 
blatently puts Native against Native in their struggle to survive 
and improve their quality of life. House Joint Resolution No. 9 
offers some protection of the core caribou calving grounds, until 
a later date, and in exchange demands that other Native groups pay 
an exhorbitant price by not allowing them a chance to trade their 
lands for oil and gas rights in ANWR. Such rights obtained by the 
Native groups would, in our opinion, not have a material effect on 
State revenues. The funds derived by the Native groups could well 
do more benefit for those people and their communities than an 
equal amount going through the State.

It is our position that House Joint Resolution No. 7, with
the addition of reserving the leasing of land in the core caribou 
calving grounds until a later time, should be passed by State. We 
ask that you also lend your support to this position.

Sincerely,

President

MJH/dp
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March 2, 1987

■ "a Steffi

R ep re sen ta t iv e  Sam Co tton , Co-Chairman 
House Resource Committee 
Pouch V
Juneau , AK 99811

Dear R ep re s en ta t iv e  Cotton :

P le a se  f ind  e n c lo s ed  Koniag, I n c . ’ s p o s i t i o n  paper r e g a rd in g  th e  opening 
of th e  ANWR 'ind l a n d  exchanges f o r  subm iss ion  in to  the r e c o rd  o f S ta te  
Senate h ea r ing , r e f e r e n c e  HJR 7, HJR 9.

S in c e r e ly ,

KONIAG, INC.

#
Uwe L. Gros 
Execu tive Vice

ULG/dh

Anglo Energy Building • 4300 B Street, Suite 407 • Anchorage, Alaska 99503 • (907) 561-2668 • Telecopirr: 562-5258
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BACKGROUND

KONIAG/USA LAND EXCHANGE 

BRIEFING PAPER
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Pursuant to the provisions of ANCSA, in excess of

300,000 acres of Kodiak National Wildlife Refuge lands were 

conveyed to certain Village Corporations. These lands consti­

tuted the heart of the Kodiak refuge, encompassing all of the 

Karluk River Valley, the Sturgeon River and Red River valleys, 

and most of the uplands around Karluk Lake. The lands are the 

most valuable lands in the refuge for brown bear habitat as well 

as providing critical salmon habitat. In addition, the lands 

provide some of the best sports fishing and hunting opportunities 

in the State. However, because of their status as private lands, 

the level of control which can be exercised by the Fish and 

Wildlife Service over them is severely limited. Like moat ANCSA 

lands, title to the lands cannot be acquired through condemnation 

by the United States for refuge purposes. Because of the lands 

high recreational value, the corporations owning them are subject 

to pressure to subdivide them for distribution to their 

shareholders.

In recognition of the importance of these lands, and 

the threat that private ownership of them poses to the integrity 

of the refuge, the Department of Interior has been very desirous 

of acquiring title to them. These efforts began in 1982 with the 

passage by the House of legislation providing for the acquisition 

of the lands by the United States, Because of internal consid­

erations, Koniag subsequently withdrew its support of the legis­
lation and it died in the Senate. After the conclusion of the 

"demerger" litigation, the new administration of Koniag in early 

1985 reopened discussions with the Fish and Wildlife Service 

regarding its acquisition of approximately 125,000 acres of the 

land which Koniag owned. These negotiations were subsequently 

joined by Akhiok-Kaguyak Corporation and Old Harbor Native



Corporation which own approximately the balance of the Native

•
4 U I * .  4 L L  w  .inholdings in the Kodiak refuge.

Because of federal budgetary constraints, funds have
iS "....not been available for the direct purchase of the inholdings. 

Discussions have thus focused on A  land exchange for comparable 

values under ANILCA and ANCSA, However/ after the passage of 

ANILCA, there are very few federal lands in Alaska available for 

exchange which have any p. tentially realizable value. Because of 

the 1002 process which was under way whv.n the discussions began, 

Koniag suggested an exchange which would involve some type of 

interest in ANWR lands. For almost the past two years Koniag haB 

been in continuing discussion with representatives of the 

Department of Interior exploring the circumstances under which 

such an exchange might occur.

EXCHANGE NEGOTIATIONS

At the present, there are five Native corporations or 

groups of Native corporations in addition to the State which arc 

discussing the exchange possibilities. While the exact number of 

acres which may be exchanged haB not been finalized yet, there 

are approximately 1,000,000 acres of Native inholdings involved. 

Any exchange which might occur would be conditioned upon two 

eventa occurring: the opening of ANWR to oil and gas development

and production, and the Congressional ratification of the 

exchanges.

The exchanges are being structured as comparable value 

exchanges. Thus the participants would be able to acquire 

interests in ANWR which have a value comparable to the value of 

the lands which would be conveyed by them. The interests to be 

acquired in ANWR are being valued by BLM in the same manner as 

they would for a federal lease sale. In fact because of the lack 

of a retained royalty interest by the federal government (which 

interest would be retained in a lease sale) the value of tha ANWR
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tracts for exchange purposes will bo greater than the amount

normally established as a minimum bid amount.

In light of the use of this valuation mechanism, even 

if all of the Native lands proposed are exchanged, the impact on 

ANWR will be slight. Because of the high values cf the ANWR 

tracts (aach tract comprising 2,560 acres), the Native corpo­

rations will be fortunate if they are able to acquire in total 10 

to 15 tracts or approximately 25,000 to 35,000 acres. Prom 

Koniag'a discussions it is apparent that given the values 

involved, it will not be possible for the corporations to obtain 

the best tracts available (the better the tract, the greater its 

value). Such high valua tracts would still be available for any 

lease sale which would be held. In fact, if one estimates the 

number of potentially prospective tracts from the Draft 1002 

Report maps, there appears to be in excess of 400 tracts with 

potential. In other words, for 1,000,000 acres of lands to be 

traded by them, the Native interests might acquire only 25,000 to
35,000 acres of medium to good potential land out of the 1.3 

million acres of coastal plain or less than 5% of all lands which 

might be prospectivaly valuable for oil and gas production. If 

the parties are able to reach agreement as to the major issues in 

the exchange, it is anticipated that an identification process 

for tracts would be undertaken about the third week in March. At 

that time the extent of the interests to be conveyed under any 

proposed exchange would be known.

Questions have been raised regarding the accuracy of 

the value estimates in light of the limited seismic data 

available. While the grid upon which the seismic was conducted 

is not very tight, it represents the only non-proprietary data 

available, and obviously until such time as all of the prospects 

have been drilled, all estimates of value will be just estimates. 

However, the data bass available to Interior in arriving at its 

tract values is ths same which is available to the state and to 

industry. It is the same data which industry will use to
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determine its bids in any lease sale 

involved in the exchange have no suf 

prospectively valuable tracts. By in

The Native corporations

in the exchange have no superior knowledge as to the 

valuable tracts. By in large they will be utiliz- 

recommendations they have obtained resulting from their 

respective arrangements with industry. Tha State, in fact, iB in 

a better position than the corporations since it has access to 

the seismic data from the 1002 study without having to have 

entered into a pre-selection lease arrangement. While a well has 

been drilled on Arctic Slope Regional Corporation lands, Arctic 

Slope is not a participant in any of the pending exchangee.

A9 your staff has no doubt advised you, the interest to 

be acquil*d in ANWR is not an interest in the surface estate but 

rather a limited right to extract oil and gas for a fixed period 

of time. In reality, what Interior is proposing to convey, 

closely resembles a leasehold interest except that there is no 

royalty burden. All surface activities will be closely regulated 

to prevent any unnecessary adverse effects to the environment. 

The Native interests will be subject to the same environmental 

standards as the federal lessees. All gravel will continue to be 

owned by the United States and the holders of the inholdings will 

merely have the right to purchase it at fair market value. 

Access will also be closely regulated as the result of the agreed 

upon waiver of Title IX rights for inholders. Interior has 

already indicated that in addition to the foregoing, the corpo­

rations will probably not be allowed to make selections in 

particularly environmentally sensitive areas such as the calving 

grounds, although the areas available for selection will not be 

defined until after the comments on the 1002 Report have been 

reviewed.

Finally, any development which may occur on any of the 

tracts subject to a Native interest would be subject to all 

applicable state and federal laws and regulations.

- 4 -



STATE'S CONCERNS

As Koniag presently understands the position of the 

State, it has several basic concerns: first, that ANWR be opened

for further exploration, development and production of oil and 

gas,* second, that the State's 90% share of revenues not be 

diminished; third, that because ANWR is a federally established 

refuge, that it not be parceled out; and fourth, that tha State 

has an opportunity to participate in development both as a 

potential party to an exchange and as a sovereign.

It is Koniag’8 understanding that the exchanges will be 

a positive factor in opening ANWR, The possibility of the 

acquisition of a million acres of valuable refuge inholdings as 

the result of the opening of ANWR should assist the state's 

efforts to secure the opening of ANWR,

With respect to the State's right to share in revenues, 

Koniag has advised both the Department and John Katz that this is 

an issue between the State and the United States. Koniag's only 

concern is that it not be required to pay for 100% of the value 

of a tract only to find its interest encumbered. If the State is 

to receive a share of the royalties from the interests conveyed 

to Koniag then that fact should be reflected in the value that 

Koniag is to be charged for the tract. As citizens of the State, 

we recognize the difficult financial position of the State, and 

W3 recognize the desire of the State to retain as much of the 

ninety percent as possible. We also recognize the difficulty of 

the task given that other states only receive 50% at best and

that the public perception of Alaeka because of the permanent
fund distributions is that there is no justification for Alaska 

to receive a greater Bhare of such revenues than any other state. 

It would appear that the State's argument for 90% of tha revenues 

from non™exchanged lands is stronger if the exchanges are con­

summated since the State could argue that because of the

exchanges it takes a greater percentage of tha revenue from the
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remaining lands (even though their magnitude is greater) to make

up for the value lost in the exchanges. This position would 

allow the State to reap the benefit to the opening of ANWR to be 

derived from the exchanges while at the same time justifying why 

a different treatment should be accorded Alaska with respect to 

the sharing formula. As has been pointed out/ because of the 

small number of tracts involved, the effect of tha exchanges on 

the State’s revenues Bhould be minimal.

Koniag does not believe that the interest to be con­

veyed by the exchanges would constitute a "parceling up" of the 

Refuge any more than a lease sale would have the same results. 

Given the nature of the interest to be acquired, the surface 

remains in the ownership and control of the United States. An 

exchange participant will have no greater right to use the 

surface than a federal oil and gas lessee would and in fact its 

rights to use the surface will be regulated in the same manner as 

a lessee's use will be. In both cases the interest acquired will 

terminate after a fixed period of years or the conclusion of 

production whichever is longer. The problem does not appear to 

be one of substance but rather of perception and we would welcome 

any suggestions as to what can be done to have the perception 

reflective of the substance. We would respectfully submit that 

because Congress has the ultimate responsibility to approve the 

exchanges, if Congress is concerned then it will simply not 

approve the exchanges or modify them to meet the national needs.

It is also Koniag's understanding that the Department 

of Interior has sought to address the State's concerns about 

being afforded an opportunity to participate in the exchanges as 

a participant. We understand that the prior Administration had 

engaged in discussions with Fish and Wildlife Service as early as 

January, 1986 and most recently has been involved in the nego­

tiations of exchange documents. We understand that the Fish and 

Wildlife Service has not shown much enthusiasm for some of the 

land being sought to be exchanged by the State which are not

I
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inholdings in refuges. This lack of enthusiasm is consistent 

with that shown for any non-refuge lands. Interior has 

repeatedly advised us that for the initial exchanges it would be 

interested in acquiring only key inholdings in existing refuges. 

This is also consistent with the Department’s position that since 

the interests to be conveyed by the United States are in a 

refuge, the Department wanted first to acquira other lands for 

refuge purposes. However, we have also been advised that the 

Department had not closed the door to park lands, only that it 

sought to first accommodate its refuge needs.

Koniag also recognizes the concerns that the State has 

regarding its right to influence and regulate development in 

ANWR. It is our belief that the proposed agreements and stipu­

lations recognize the role of State law and regulation in the 

development process, It is apparent that development in ANWR 

will occur only under circumstances which minimize the environ­

mental effects of such development. Because the Stipulations 

governing operations on the tracts to be acquired are expressly 

subject to regulations which may be adopted in the future and as 

the 3tate and the federal governments further develop and coordi­

nate their regulatory processes, the operations on such acquired 

tracts will be subject to the product of that coordination.

ADVANTAGES OF EXCHANGES

The exchanges will provide Congress with a unique 

opportunity to acquire approximately a million acres of critical 

inholdings in existing refuges. Much of the lands being 

acquired, as in the case of the Kodiak refuge represents the 

heart of tha habitat, which without public ownership threaten the 

vitality of the refuge. By returning them to public ownership, 

these lands will be available for use by tha general public- for 

recreation, sports fishing and hunting activities. In a broader 

sense, the exchanges provide an opportunity on a state-wide basis 

to mitigate the impact of development in ANWR. Rather than being

-7-



compensated for the environmental impacts solely by the value of 

the oil and gas produced which give rise to the impacts/ the 

exchanges provide a mechanism to strengthen other refuges as

well. The opening of ANWR which would normally be viewed only in 

terms of it9 environmental costa, now offers some environmental 

benefits to the refuge system as a whole.

Because of the possibility for activities on the 

exchange tracts in advance of a lease sale and the requirement 

that the data so generated be provided to the Department, the 

exchanges provide an opportunity for more information to be 

acquired at no direct cost to the government. This information 

will be used to further refine BLM's data base and will directly 

impact the valuation process for a lease sale. Thus, the lease 

sale should carry higher minimum bids than without the informa­

tion and bidding should be more vigorous because of the enhanced 

competitive position of industry.

On the Alaska scene, such early operations should 

provide an immediate stimulus to the economy. Exploratory 

activities will result in more expenditures in the State sooner. 

Rather than waiting until a lease sale to be held four years 

after legislation, the State will see immediate effects from the 

legislation through the operations conducted on the exchanged 
tracts.

- 8 -
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Representatives Sara Cotton and
Adelheid Herrmann, Co-chairmen 

House Resources Committee 
Juneau, Ak 99811

RE; House Joint Resolution No, 9 

Dear Chairmen Cotton and Herrmann:

We would appreciate it if the following testimony could he 
incorporated into the public record of the hearings on House 
Joint Resolution No, 9.

The Bethel' Native Corporation, representing 1,750 Bethel area 
shareholders and their families, supports the use of the coastal 
plain of the arctic National' Wildlife Refuge for oil and gaB 
exploration, development and production in an ecologically and 
environmentally safe and orderly manner. We feel that the State 
of Alaska’s environmental protection agencies working in 
conjunction with the oil industries have the ability and 
technical1 expertise to develop and produce oil and gas in a 
sensitive environment.

We will1 not attempt to repeat all of the economic and state and 
national1 security reasons supporting the development of ANWR in 
this testimony as you have received ample input in these areas 
from experts in their fields. Instead we would like to focus on 
the land exchange issue addressed in the Resolution; 
specifically, numbered paragraphs (2) and (3) and in the 
paragraph beginning "Further Resolved,.,"

So that the record is clear let me state that we are reviewing 
one of the exchange proposal's. However, no decision has been 
made on whether or not we will participate in such an exchange 
or to what extent we may participate. But leaving aside the 
nhvimifl s p I f Int'prpst u p  havp u p  fpp.'ll thnfc there is a larger 
issue which is not being addressed.

Granted the proposed land exchanges would be "inimical" to the 
revenues of the government of the State of Alaska. But we take 
exception to the assumption that the land exchanges and the 
resulting reduction in state government revenues would be 
inimical to the interests of the State. The State of Alaska is 
more than just its government and we would respectfully suggest 
chat the State’s interests might best be served through the land 
exchanges,

For the past several months the Alaskan public has been 
bombarded with rhetoric regarding the need for economic 
development and the development of a diversified economic base. 
Indeed, we elected a Governor whose major thrust was "let 
private industry do it." We agree that a diversified stable

(9 0 7 ) 543-2124
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economy is the i'ong term key to the economic well being of this 
State. To achieve that goal1 someone must provide the capital. 
Over the past few years the State has provided an enormous 
amount of capital for infrastructure development which will help 
support the development of a diversified economy. Now it is 
time for the private sector to step in and actually establish 
the diversified economy. And who better to do it than the 
Native Corporations with capital' or revenues that may not be 
realized by anyone unless all of us in Alaska present a united 
front?

One of the reasons that Congress gave land to ANSCA Corporations
" a s  £ u i  J c  < c  l u p m i j t i  I, p u i  [ f O o c  a  i  X £  DUO c h o o o c o  fco p a r  t i e i p o b o  i n

the proposed land exchange (and that is not a given) we will be 
giving up prime habitat land within another wildlife refuge. If 
we were to move to develop that land I am absolutely sure that 
the State of Alaska, USF&WS, and a plethora of environmental 
groups would all move very rapidly to try to stop that 
development. I suggest that exchanging this land for 
developable land elsewhere is not only beneficial to the State 
of Alaska (and its government) but also has quantifiable 
benefits to the public outside the State,

In the strongest possible words I urge you to take a long range 
view for the sake of the State's economic well being. You have 
all seen the bumper sticker or tee shirt that says, "Please God, 
give us another pipeline and this time we promise not to p... 
(throw) it away." Haven't any of you learned the lesson that 
oil revenues are short term revenues? You have in front of you 
a golden opportunity to invest in the future through a transfer 
of unrealized funds. Not only would you be directly investing 
in the economy of Alaska but you would be investing in the 
environmental and ecological future of Alaska by improving 
existing parks and wildlife refuges.

It is recognized that only a relatively small number of private 
corporations are in a position to benefit directly by the land 
exchanges but they are in that position exactly because Congress 
intended that they have the means to take advantages of just 
u m s  u y p e  Ot u p p u i  l l U l l t y  I t)uU a b s u l ' u t c  n u m b e r s  e r e  n o t  
necessarily relevant in this instance. You need to look at who 
the corporations are and where they are located and what they 
would do with the investment capital1. These are corporations 
that are scattered across the breadth of Alaska often times in 
communities with chronic unemployment and underemployment along 
with the social ill's that go along with those conditions. Where 
would these corporations invest their money? Look at the 
commitment to Alaska of these corporations. Because of ties to 
the land and because of cultural ties, etc. these corporations 
are in Alaska for the long haul for better or worse and are 
highly unlikely to take their profits and run to the lower 48 or 
elsewhere. To a large extent these corporations have had their 
baptism of fire and are now sophisticated enough to be able to 
utilize an influx of capital. Look at the variety of businesses



these corporations are all ready involved in and just think of 
the diversity of business that would be available if they had 
access to additional capital.

Using BNC as an example, we have been profitable for the past 
two yearq and there is no reason for that to change even in the 
down economy. On my "projects" list are 12 different investment 
opportunities that I have identified which need only capital to 
bring to fruition. Some of the projects might drop out during 
the investigation phase but other projects would come up to 
replace the dropouts, They are just about evenly split between 
retail trade, services, tourist oriented projects &nd 
manufacturing. Every single one of them is in Bethel. Every 
single one of them is oriented towards utilizing local labor. I
know a number of other people in other corporations and I am
absolutely positive that they have similar ideas and plans,

Just for a moment be visionary. Think of the impact that 12 or 
15 corporations (or more) scattered across Alaska would have on 
the economy. Think of the welfare and unemployment not paid.
Think of the potential for reducing Alaska’s social problems and
their associated costs, Think of the long term taxes the 
corporations will be paying, not to mention the long terra 
property and income taxes which the employed tend to pay.

Take a lor.g hard look at what you are doing and ask yourselves 
if there might not be ulterior motives for opposing these land 
exchanges, If you oppose the land exchanges based solely on 
reduced revenues to the State government then you are so short 
sighted that you will never be able to move Alaska toward a 
stable economy,

Two more points then I ’ll quit. First, because the land 
exchanges are based on value and not acreage I think you will 
find that the adverse impact on the total1 State revenues won't 
be that great. The Government of the State of Alaska will still 
be receiving the lion's share of the revenues.

Second, the assumption has been that the Native Corporations 
will make a great deal of money with out any risk on these land 
exchanges. In fact, there is no written guarantee that any of 
the corporations will make a dime. The vagaries of oil 
exploration and development being what they are there is a high
probability that the exchanges will1 be worthless. In that case
the public will have benefited at the expense of the 
corporations through the enhancement of the various parks and 
refuges. There is very real risks for the involved corporations
and these risks are not taken lightly.

William u, Ba*vin 
General Manager
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Representative Sam Cotten
House Natural Resources Committee, Co-Chairman 
Pouch V
Juneau, Alaska 99811

Re: Koniag ANWR Exchange

Dear Representative Cotten:

On behalf of Koniag, Uwe Gross and myself, I want to
express our appreciation for the time you took to meet with us 
last Wednesday to discuss the pending negotiations between Koniag 
and the Department of Interior regarding a possible land exchange 
involving interests in ANWR. We also appreciated the opportunity 
to have Art Kennedy testify before your Committee last Friday.

Koniag believes that this dialogue will help to dispel
the erroneous rumors which appear to be circulating about the 
nature of these possible exchanges. Once the exchanges have 
reached a point that their terms have been agreed to and the 
extent of their limited impact on ANWR lands is known, we are 
hopeful that you will agree with us that they provide a real 
benefit to the State of Alaska.

Mr. Kennedy has communicated to Koniag the Committee's
inquiry regarding the identity of the oil company with whom Koniag 
may have an arrangement. As we indicated to you when we met on 
Friday, at this time Koniag is bound by a confidentiality agree­
ment with respect to its arrangement with the oil company with 

| whom it is dealing. We regret that we are not at liberty to
1 discuss the matter further.

If you should have any further questions please feel
free to contact us

Yours truly,

U ss:s?t-C.
<2*

William H. Timme

WHT:mb
cc: Uwe Gross, CEO Koniag, Inc.
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Representative Sam Cotten 
Alaska State Legislature 
P. 0. Box V (MS 3100)
Juneau, AK 99811

Re: Akhiok-Kaguyak, Inc. Land Exchange
Our File No. 438-1

Dear Representative Cotten:

I am the General Manager of Akhiok-Kaguyak, Incorporated 
("AKI"), an Alaskan Native Corporation formed under the Alaska 
Native Claims Settlement Act ("ANCSA"). AKI is presently engaged 
in the negotiation with the Department of Interior ("DOI") for 
the exchange of certain of AKI's surface land located in the 
Kodiak National Wildlife Refuge ("KNWR") for subsurface acreage 
in the Arctic National Wildlife Refuge ("ANWR").

This letter is written to explain the present status of the 
exchange negotiations and to set forth our view as to why the 
State of Alaska should fully support the contemplated exchanges.

I . Introduction

It is in the highest national, state and general public 
interest for Congress to approve the opening of ANWR for



Representative Sam Cotten 
February 17, 1987 
Page 2

Five native corporations, including AKI, Doyon, Cook Inlet, 
Koniag and Old Harbor, as well as the State of Alaska, have 
become involved at various times over the last 18 months in an 
exchange process contemplated under Section 22(f) of ANCSA and 
Section 1302(a) of ANILCA. Section 22(f) of ANCSA provides 
general authority for exchanging federal lands for 
native-selected or municipal-^elected lands "for the purpose of 
effecting land consolidation-c c to facilitate the management or 
development of the land, cr other public purposes." Section 
1302(a) of ANILCA specifi’̂ l y  authorizes the Secretary of 
Interior to carry out exchanges for the purposes of acquiring 
lands "within the boundaries < f any conservation system unit 
other than National Forest Wilderness." The lands offered for 
exchange by the native corporations all fall within the defini­
tion of "conservation system unit" as defined by Section 102(4) 
of ANILCA. Their inholdings are within the National Wildlife 
Refuge System in Alaska. Lands offered by the Department of 
Interior in exchange for these refuge lands are offered consis­
tent with the purposes of both ANCSA and ANILCA.

exploration and development with appropriate environmental 
safeguards. The proposed exchange of highly valued native land 
inholdings with federal national refuges for federal lands within 
Section 1002(h) of the Alaska National Interest Lands Conserva­
tion Act ("ANILCA") study area presents a significant opportunity 
for economic benefit to the State of Alaska and to the Alaskan 
native community, for the consolidation of valuable refuge land 
now held in private hands into the national refuge system, and 
for the development of a consensus necessary to open ANWR to oil 
and gas exploration and development.

It is important that the State of Alaska and its Congres­
sional Delegation are fully apprised of the nature of this 
opportunity and how critical it is that they presently join in 
efforts to ensure that this opportunity is not lost.

II. Explanation of the Exchange Process

Thus far in the exchange process, much time has been spent
in attempting to arrive at correlative land values for purposes
of exchanging lands. Though there is provision for the exchange
of lands on a basis other than "equal value," the negotiations
carried out to date have presumed the use of the "equal value" 
for "equal value" standard. In addition, the various native 
corporations involved have negotiated agreements with oil compa­
nies to explore and potentially develop the ANWR lands conveyed

$
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to them as a part of the exchange. Revenues received from the 
oil companies acting as lessees in relationship to the native 
corporations is the source of economic benefit derived from the 
exchange.

The negotiations which have taken place between native 
corporations and oil companies have been conducted on an 
arms-length basis. As such, the native corporations involved 
have received no benefit of geological or geophysical interpreta­
tions from the oil companies. In that regard, all parties 
involved in the land exchange, including the State of Alaska, if 
it chooses to continue to participate, stand on an equal footing. 
The one factor which distinguishes all parties is the relative 
valuation given their lands compared to the value of ANWR lands 
for which they would be exchanged. Not all parties will benefit 
equally, both in terms of acreage totals and in terms of relative 
prospectiveness of the tracts offered for exchange. However, no 
one is in a predominant position to know to a hiah degree of 
certainty which of the tracts in ANWR are the most v«._uable.

The first stage in the exchange process is nomination of
tracts for selection. Following this, DOI will administer a
tract identification process whereby through rounds of selections 
the available tracts will be distributed until the acreage 
credits of each participant run out. Using this formula, it is 
virtually certain that each participant will receive at least one 
tract, with a possibility for more, depending upon the relative 
value of the lands which they are exchanging.

After the selections have been made and all parties have 
determined the satisfaction with the results, they will wait for 
congressional approval of the opening of ANWR and separate
congressional approval of the exchanges made under this proce­
dure.

III. The Exchanges Are Necessary in Order to Open ANWR to Oil 
and Gas Exploration and Development.

The State of Alaska will benefit economically only if the 
U.S. Congress authorizes the opening of ANWR to oil and gas 
exploration and development. Because of the national environmen­
tal interests in ANWR, a monumental battle can be expected before 
such oil and gas exploration and development will be allowed in 
ANWR. In order to garner sufficient support in the U.S. Con­
gress, a broad-based coalition of interests must be formed. The 
coalition must include, in addition to the State of Alaska,
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the environmental community. Such respon- 
environmental community are likely to 

only if it is accomplished with a 
on ANWR and if the federal govern- 

key environmental resources in other 
reacquiring other key environmental 

refuges in Alaska, the federal government will 
consolidate its control and management of these refuges so as to 
preserve and protect in perpetuity these national interest lands. 
It is only by reacquiring these key resources and by regaining 
consolidated control and management over these resources that the 
nation is likely to fully support the opening of ANWR to oil and 
gas exploration and development.

As Alaskans, we cannot be shortsighted and must consider the 
problem from this national perspective. The contemplated ex­
change provides the essential component to gain the national 
support necessary to open ANWR. By gaining the national support 
necessary to open ANWR, all of Alaskans will economically bene­
fit.

IV. All of Alaska Will Benefit From the Exchanges.

If the coalition of interests is able to obtain congr. ssion- 
al support necessary to open ANWR to oil and gas exploration and 
development, all of the State of Alaska will benefit. Presently, 
the State of Alaska is a participant in the exchange negotia­
tions. The State of Alaska is apparently attempting to exchange 
as much as 800,000 acres of its lands. At the present time, this 
would equate to approximately 40% of the total acreage of land 
being exchanged. By being a direct participant in the exchanges, 
the State of Alaska will receive the direct economic benefit 
derived from the land it is exchanging in this process.

All of Alaska will al.̂ o receive benefit from the other 
participants involvement in the exchange. Clearly, what is good 
for the individual people of the State of Alaska is good for the 
state as a whole. The strengthening of the economy of private 
corporations in the state will recirculate throughout the Alaska 
economy. The benefits received, by the participants will lead to 
diversification of the state economy, thus attracting new invest­
ments in Alaska. The State of Alaska will obtain the taxes 
charged for private development of these resources. The develop­
ment of these resources will provide jobs for the people of 
Alaska. The development of these resources will likely occur
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faster by private industry than it would by the state. Thus, the 
state as a whole will benefit from the exchange process.

Finally, the state will benefit from the impetus that the 
exchange will provide to the effort to open AIlWR. The State of 
Alaska will benefit economically only if ANWR is opened to oil 
and gas exploration and development. Stated differently, 90% of 
zero equal zero. The exchange process will provide the essential 
component necessary to form the coalition of interests required 
to open ANWR. Further, ANWR is more likely opened if on a 
smaller scale with strict environmental controls. The exchange 
provides this mechanism for opening ANWR. The exchange contem­
plates the opening of only a small part of the Coastal Plain of 
ANWR, with strict environmental controls. The exchange will
allow the opportunity to determine whether oil and gas is present 
in ANWR as indicated in noi's Section 1002 report. Thus, the
participants in the exchange will be the pioneers in this initial 
exploration effort. If the pioneering effort confirms that oil 
and gas is present, the exchange will provide the impetus to open
all of the Coastal Plain to exploration and development. The
State of Alaska will then receive all of the revenue from the 
entire remaining portion of ANWR from federal oil and gas leases.

V. Conclusion.

The State of Alaska must be politically realistic in its 
expectation to open ANWR to oil and gas exploration and produc­
tion. From a national perspective, the exchange process provides 
the necessary element to form the coalition required to open the 
Coastal Plain of ANWR. Once ANWR is opened to oil and gas 
exploration and development, all of the State of Alaska will 
benefit from the exchange. The state is a direct participant in 
the exchange process and will be the beneficiary of all revenues 
received from such participation. The state will rece.-.ve the 
economic benefit received because of involvement of the state's 
private industry in the exchange process. The state will receive 
severance taxes from the development of this land by private 
industry. The exchange will lead to new job opportunities for 
all Alaskans. The development of this land by private industry 
will likely occur faster than by the state. Finally, the ex­
change will provide the impetus for opening all of the Coastal 
Plain to oil and gas development, thus leading to full develop­
ment and the consequential state revenue obtained from federal 
oil and gas leases.
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For these reasons, we respectfully request that you consider 
the economic benefits which will be received by the State of 
Alaska from the contemplated exchange process, and that you lend 
your full support to the exchange process.

Regards,

Akhiok-Kaguyak, Inc.

f  Ral£h Eluska
' /
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