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REPRESENTATIVE P.O. BOX 296, EAGLE PIVEP, AK 99577

SAM COTTEN P.O. BOX V. JUNEAU. AK 99811
DISTRICT IS

A laska State Legislature

H ouse of Representatives

The Honorable Ted Stevens
United States Senate
Washington, D.c. 20010

March 9, 1987
Dear Senator Stevens:

Thank you for addressing the Alaska Legislature in part on the
issue of opening the Arctic National Wildlife Refuge coastal
plain to oil and gas exploration and drilling. 1 agree with
you that the 1issue is very important to Alaskans and that the
State of Alaska needs a coordinated policy on ANWR issues.

For your information I am enclosing a copy of HJR 9, presently
under consideration by the Resources Committee of the Alaska
State House.

You will note that the resolution proposes five consensus
policy points: 1) ANWR should be opened immediate]y, except
that leasing of the core calving area should be deferred; 2)
discussion of proposed land trades which could harm the
State®s interests should end; 3) Congress should make no
adjustments in the State®s existing entitlement to oil and gas
leasing revenues on public land without the State"s
concurrence; 4) environmental protections should be guaranteed
on those lands available for leasing; and 5) Alaska work
forces should be employed in any ANWR development. These
consensus points, 1 believe, should generally guide our
congressional and executive negotiators as they discuss ANWR
issues in Washington. And the House Resources Committee,
which 1 co-chair, has been conducting a methodical and
comprehensive review of these proposed policy points In an
open forum here in Alaska.

With regard to your speech to the Legislature, 1 must candidly
say that 1 do not agree with your statement that "debate
within Alaska over the merits of land exchanges and possible
modification of the 90-10 revenue sharing formula may
interfere with our efforts to organize a national ANWR
movement." The ANWR issue could be more important to
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Alaskans than any ocher lands issue for the foreseeable
future; 1t deserves full and free debate before we arrive at a
consensus negotiating position. The State cannot be expected
to forsake a potentially gigantic revenue source on the basis
of the political information available today, especially when
so little is known about the proposed land trades.

I was puzzled by your statement that "reduction of Alaska®s
revenue share to 50 percent was part of the price of opening
the 23 million acre National Petroleum Reserve-— Alaska.”™ TfF
fact, based on legal research conducted by the Attorney
General"s office after your speech, it is clear that Alaske
would have received no revenue share from oil and gas
production within the former Naval Petroleum Reserve No. 4
when 1t was managed by the Navy. K val petroleum reserves are
explicitly exempt from the revenue-sharing provisions of the
Mineral Leasing Act of 1920. It seems more reasonable to say
that the NPRA Act of 1976 probably raised Alaska®s revenue
entitlement (from 0% to 50%) for production from this area.

You are right that Alaskans need to understand and react to
national needr. in the ANWR debates. The coastal plain could
produce oil and gas that will increase national security,
reduce our nation®s burgeoning trade deficit, measurably boost
the nation®s economy, improve foreign relations, and cut the
cost of energy to American consumers. But this does not mean
that Alaska®s rights and needs should be submerged at the
beginning of a long debate.

Alaska®s rights include the 90% entitlement to oil and gas
revenues from public land, established as part of the solemn
compact between Alaska and Congress at the time of Statehood.
Whether or not Alaskans will consent, at some future time, to
a reduction of this entitlement is unknowable, but for now it
seems incumbenu upon us as Alaska policymakers to negotiate
toward the maximum national and state benefit.

I realize that this must be a difficult time for Alaska“s
congressional delegation. I know that you value the comments
and suggestions of Alaskans, especially on major policy issues
like ANWR. And 1 look forward to continuing to work together,
as Alaskans, toward opening ANWR under the best possible
conditions serving national and state interests.

Sincerely,

Rep. Sam Cotten
Co-Chair, House Resources Committee

cc; Governor Cowper
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P.O. BOX V. JUNEAU, AK 99B11
SAM GOTTEN
DISTRICT 15

A laska State Legislature

H ouse of Representatives

February 16, 1987

The Honorable Ted Stevens
United States Senate

522 Hart Building
Washington, D. C. 20510

Dear Senator Stevens:

I am writing with regard to the proposed land exchanges in the
Arctic National Wildlife Refuge. As you may know, the House
Resources Committee of the Alaska State Legislature has been
investigating the proposed land exchanges and last week heard
about them from the Interior Depa”."tment, ANCSA Corporations,
and the State of Alaska.

As Senator Murkowski stated in his annual address to the
Legislature on February 13th, the protection of the state"s
interest is vital iIn any ANWR land exchange. I agree with him
that one way of protecting the state"s interests would be to
provide that the state"s entitlement to revenues from the
traded ANWR acreage rill not be reduced by the exchange.

However, in our hearing last week, we heard from Bob Gilmore
of the U.S. Fish and Wildlife Service (who stated that he has
the. "responsibility for making the exchanges happen™) that the
exchanges cire "a long way down the road,”™ and that inclusion
of a provision to retain the state"s revenue entitlement would
require renegotiation of the proposed land exchange contract.
To my understanding there would also need to be an adjustment
of the subsurface appraisals of ANWR acreage to reflect the
lower revenue potential for holders of the limited subsurface
interests after the trades occur.

Senator Stevens, it is my belief that the time has come for
our congressional delegation to work as closely and
immediately as possible with the Interior Department to assure
that the state"s revenue entitlement is protected in any land
exchange agreement. Obviously, we cannot afford for the
agreements to proceed to finalization without this protection.
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Sam Cotten, Co-Chairman
House Resources Standing Committee

The Honorable Steve Cowper
Governor, State of Alaska

Mr. John Katz, Special Assistant
Office of the Governor, Washington D. C.

Mr. Robert Gilmore, Regional Director
United States Fish and Wildlife Service



REPRESENTATIVE P.O. BOX 296. EAGLE RIVER. AK 99577
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DISTRICT 13

A laska State Legislature

H oule of Representatives

February 16, 1987

The Honorable Don Young
House of Representatives

2331 Rayburn House Office Building
Washington, D. C. 20515

Dear Representative Young:

I am writing with regard to the proposed land exchanges in the
Arctic National Wildlife Refuge. As you may know, the House
Resources Committee of the Alaska State Legislature has been
investigating the proposed land exchanges and last week heard

about them from the Interior Department, ANCSA Corporations,
and the State of Alaska.

As Senator Murkowski stated in his annual address to the
Legislature on February 13th, the protection of the state"s
interest is vital in any ANWR land exchange. I agree with him
that one way of protecting the state"s interests would be to
provide that the state"s entitlement to revenues from the
traded ANWR acreage will not be reduced by the exchange.

However, in our hearing last week, we heard from Bob Gilmore
of the U.S. Fish and Wildlife Service (who stated that he has
the "responsibility for making the exchanges happen™) that the
exchanges are "a long way down the road,”™ and that inclusion
of a provision to retain the state®s revenue entitlement would
require renegotiation of the proposed land exchange contract.
To my understanding there would also need to be an adjustment
of the subsurface appraisals of ANWR acreage to reflect the

lower revenue potential for holders of the limited subsurface
interests after the trades occur.

Representative Young, it is my belief that the time has come
for our congressional delegation to work as closely and
immediately as possible with the Interior Department to assure
that the state®s revenue entitlement is protected in any land
exchange agreement. Obviously, we cannot afford for the
agreements to proceed to finalization without this protection.
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SAM COTTEN P.O. BOX V. JUNEAU. AK 99811
DISTRICT 15

A laska State Legislature

H ouse of Represeiitatives

February 16, 1987

The Honorable Don Young

House of Representatives

2331 Rayburn House Office Building
Washington, D. C. 20515

Dear Representative Young:

I am writing with regard to the proposed land exchanges in the
Arctic National Wildlife Refuge. As you may know, the House
Resources Committee of the Alaska State Legislature has been
investigating the proposed land exchanges and last week heard
about them from the Interior Department, ANCSA Corporations,
and the State of Alaska.

As Senator Murkowski stated in his annual address to the
Legislature on February 13th, the protection of the state"s
interest is vital in any ANWR land exchange. I agree with him
that one way of protecting the state®s interests would be to
provide that the state®s entitlement to revenues from the
traded ANWR acreage will not be reduced by the exchange.

However, 1in our hearing last week, we heard from Bob Gilmore
of the U.S. Fish and Wildlife Service (who stated that he has
the "responsibility for making the exchanges happen'™) that the
exchanges are "a long way down the road,”™ and that inclusion
of a provision to retain the state"s revenue entitlement would
require renegotiation of the proposed land exchange contract.
To my understanding there would also need to be an adjustment
of the subsurface appraisals of ANWR acreage to reflect the
lower revenue potential for holders of the limited subsurface
interests after the trades occur.

Representative Young, it is my belief that the time has come
for our congressional delegation to work as closely and
immediately as possible with the Interior Department to assure
that the state®s revenue entitlement is protected in any land
exchange agreement. Obviously, we cannot afford for the
agreements to proceed to finalization without this protection.
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I hope that you will be able to help out on this
needs your personal attention right now.
‘ - - - -

Sincerely,

Sam Cotten, Co-Chairman
House Resources Standing Committee

CcC.

The Honorable Steve Cowper
Governor, State of Alaska

Mr. John Katz, Special Assistant
Office of the Governor, Washington D. C.

Mr. Robert Gilmore, Regional Director
United States Fish and Wildlife Service

issue which
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SAM COTTEN P.O. BOX V. JUNEAU AK 99B11
DISTRICT 15

A laska State Legislature

H ouse of Representatives

To: Rod Swope, Special Assistant
Office of the Governor

From: ~ad Farquhar, Special Assistant
Jjpresentative Sam Cotten ]

Date: February 10, 1987

Re: ANWR Land Exchange Meeting

This summarizes our telephone call of Friday, February 6th
regarding the Resources Committee®s February 13, 1987 meeting
at 1:00 p.m., Capitol 124 on the topic of ANWR land exchanges.

The committee will hear from Bob Gilmore, who will do a
general briefing on the land exchange proposals, and from
interested ANCSA corporations.

From the state, the committee will be interested in:

(D The administration®s policy position (as much is known)
on the proposed trades;

(@ The state"s participation to date and in the future -
what state lands have been offered and are now being
considered? What problems does the state identify in
proposed agreements, appraisals, and trade processes?
What timeline does the state see (and what would it
prefer) for movement on land trades and state policy
making? Would the state support the 'recission”™ clause?;
and

(@) Legal analysis - what does the state believe would be
legal in the way of exchanges or ANWR development without
Congressional approval? What regulatory authorities
would the state and federal governments lose in a land
trade, 1f any? Does the 7(i) revenue-sharing clause
apply to exchange lands?



I hope that the state will be able to have present appropriate
technical and policy staff. Thanks for your assistance.

cc: Bob Arnold, DNR
Tom Hawkins, DNR
Tom Koester, AGO

Norm Cohen, ADF&G v " 1
Dennis Kelso, DEC w- -

ANWRT _TXT



State involvement:

1. Katz says State wanted to participate at same 'key
policy levels™ as ANCSA corporations, but had "difficulty
insinuating itself” in the negotiations (pp-43,47-48); State
was 1n "back channel™ (p.43); Katz provides a chronology of
state involvement (pp.46-47)

2. State only learned of exchanges by "rumors™ till latter
1985 (p-46)

3. Koniag says State was only involved in negotiations from
September or October 1986 (pp-42-43); Koniag describes
negotiations to which state was not invited (p-43)

4. Acc. to Katz and Swope, state had no position on trades
but participated as a sovereign and landowner (p-.45)

5. The State expected tract selection March 2, 1987 (Katz,
p-48; Gilmore, p.5)

"Secrecy"

1. Gilmore says public will see documents after they are
signed (pp-7,18); says he doesn"t know iIf state negotiators
are prohibited from releasing documents (p-20); says
Interior is moving at pace needed by ANCSA corporations
(p-25); says Interior will release documents then corrects
that statement on p.39

2. CIRI/NLG doesn"t object to releasing documents (p-30);
reveals 1i1ts industry partners (p-3l)

3. Koniag opposes release of documents (p-40); will not
reveal its partners (p.41);

4. State wants documents released, has been required to
maintain secrecy (Katz, p.49); state doesn"t like proposed
"conflict resolution” by negotiation (Hawkins, p.52)

State interests

1. Katz talks about wanting overriding royalties for state
(p-50); says timelines are "very, very constrained"” (p-48)

2. CIRI says it doesn"t oppose overriding royalties (p-30);
Koniag sounds more negative (p-37)






HOUSE RESOURCES STANDING COMMITTEE
Februairy 13, 1987
1:00 p.m.

Members Present:

M - \Y; e » my -
Representative Sam Cotten, Co-Chair
Representative Adelheid Herrmann, Co-Chair
Representative Mike Navarre
Representative Drue Pearce
Representative John Sund
Representative Cliff Davidson
Representative Dick Shultz
Representative Henry Springer

. Members Absent:

Representative Lyman Hoffman

COMMITTEE CALENDAR

Arctic National Wildlife Refuge: Land Exchanges

WITNESS REGISTER

Mr. Robert Gilmore, Regional Director

U. S. Fish and Wildlife Service

1011 East Tudor Road

Anchorage, Alaska 99501

Telephone: 786-3542

Position statement: Department of Interior: Overview

Margie Cagerser

Native Land Groups

Cook Inlet Region, Inc.

2525 "'C" Street

Anchorage, Alaska 99501

Telephone: 274-8638

Position Statement: Urged state support for ANWR land
exchanges.

Art Kennedy, Consultant

Koniag, Inc.

3300 "'C" Street

Anchorage, Alaska 99501

Telephone: 276-6683

Position Statement: Urged state support for ANWR land
exchanges.

HOUSE RESOURCES -1- 02/13/87 ;
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Rod Swope, Special Assistant

Office of the Governor

P. 0. Box A

Juneau, Alaska 99811

Telephone: 465-3500

Position Statement: The state does not have a position on
land trades at this time.

John Katz, Special Assistant

Office of the Governor

444 North Capital, N. W.

Suite 518

Washington, D. C. 2001-1512

Telephone: (202) 624-5858

Position Statement: Chronology of state®s position.

Tom Hawkins, Director

Division of Land & Water Management

Department of Natural Resources

3601 Frontier Street

Anchorage, Alaska 99510

Telephone: 561-2020

Position Statement: Specifics of the land trade documents.

ACTION NARRATIVE

TAPE #16, SIDE ONE
Recording

Number 001

Chairman Cotten called the House Resources meeting to cwdef"‘f
at 1:06 p.m. Present were Representatives Cotten, Pearce,
Herrmann, Davidson, Navarre, Sund, Shultz, Springer and ’
Representative Kay Brown. Chairman Cotten announc-d the )
calendar and asked Mr. Robert Gilmore, Regional Director,

U. S. Fish and Wildlife Service, to come forward.

Number 037

Bob Gilmore, representing the U. S. Department of Interior,
begins to testify, "l have a brief statement with some
brief information at the tail end of it, leaving as much
time as possible for the committee to ask ~.xestions because
I can start at the beginning and talk about it until 1 got
to the end of it and we wouldn®"t get out of here, it is

such a complicated subject. I will go briefly through the
overview and then if there are questions 1 will be glad to
answer them. 1 am pleased to appear before you today on

behalf of the Department of the Interior to discuss efforts
now under way concerning potential exchanges involving oil
and gas interests in the Arctic National Wildlife Refuge.
The Alaska Native Claims Settlement Act (ANCSA) of 1971 and

HOUSE RESOURCES -2- 02/13/87 /



the Alaska National Interest Land Conservation Act (ANILCA)
of 1980 allowed for native selections of millions of acres
of prime habitat within refuges in Alaska. Depending on
the amount of land ultimately committed, it is estimated
that 13 to 15 million acres of inholdings will be
16 refuges. That was the map that
left on the plane, Mr. Chairman.

“Should Congress decide to open the coastal plain of the
Arctic Refuge to oix and gas developments, several native
corporations in the State of Alaska have proposed to
exchange some of their inholdings within the existing
Alaska refuges for oil and gas resources of comparable
value on specifically described tracts in the general
vicinity of the Arctic Refuge. As a matter of policy, an
Alaskan land exchange in the Arctic Refuge will only come
"SboutT if_Congress opens the the refuge to oil and gas
exploration aild development. In"addition, should any*
exchange be successfully negotiated™ thev_wiil be subject
to Congressional review."""During the® past is*"months, the
Dept, of Interior representatives have been meeting with
the native corporations and state representatives to
fiiscuss the terms and conditions it might be associated
with in the exchange. The F.-sh and Wildlife Service has
identified to the participants and others, approximately
5 million acres of refuge inholding that represent high
priority resource area. The participants have cooperated
with the Fish and Wildlife Service to develop exchange
proposals that are responsive to these priorities. While
the final configuration of the proposal is still being
negotiated, indications are that from one to two million
acres may be available for exchange in 12 of the 16
refuges. To date, there has been no identification of
tracts in the Arctic “lefuge (inaudible) 1in such an
exchange."

Number 102

Mr. Gilmore notes, ™"Some briefs points: The responsibility
for making this exchange happen rests with the Regional
Director in the Fish and Wildlife Service in Alaska. The

J priority system that we established for identifying those

JF potentTaxXZzZtilHrdjjig lands and those lands that are in fact
"Thholding now, in the National Wildlife Refuge system is a
rather_extensive document but .it doe”™ clearly lay out, in a
epriprrtfr~rfder,"whatT™tR"e Fish and Wildlife Servicers
priorities are i1f anything happened to resources under the
(inaudible) of Congress. In that priority list starting
out with migratory birds and moving endangered species and *
moving migratory birds, resident species, recreation and
all the way down to the last one which says, ’To prevent
threat of destruction or some other kind of threat that
would prevent the natural resources that are out there now
and continuing to exist.’"

HOUSE RESOURCES  -3-  02/13/87;
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At the same time we identify those inholding lands that we
would be interested in, we follow along the policy of the
Fish and Wildlife Service, not to acquire subsurface when
we acquire land. As a general rule in the lower 48, we do
not seek the subsurface, for numerous reasons, the federal
qoverrimerit/does not have enough money¥o”~uy wh**peoileT-
think,,is_,under the surfaceand secondly.,we have a very
AAfFiciilt-xime-_with _anybody agreemg what might be €Kere so
we could ficnire.ut-. what: Mt jgdgh-t2e"worEh"r— irfkeeping
with that policy, we did not seek nor do we seek any
subsurface rights under the refuge or in the withholding
inholdings.."

Number 140

Generally speaking, we have avoided the 14 (h)(@) site with
the exception of the possible leavement of one. The
participants, up to this point and time, are the Koniag
Corporation, Akhiok-Kaguyak, OId Harbor, Doyon, the Native
Lands Group, and the State of Alaska. The benefits as we
see them assure us that the high priority resource areas
are held in the public trust in perpetuity, and those are
the one that we are the most interested in, the ones we are
trying to assure that they are under the federal protection
for as long as we are around. It eliminates the prospect
of the lands might be converted to other uses, that was one
of our primary concerns. It protects continued subsistence
uses by local rural residents and allows for early
exploration activities on the coastal plains to generate
direct and indirect revenue to the State and the Native
Corporations and make opening the coastal plains

calculable to some, i1t is easy to say it is not very
calculable.l

Number 157
Mr. Gilmore states, "I"1l1 talk about about the exchange
agreement for just a moment. In considering in the fact

that it still is being negotiated and the final aspects of
that agreement might very well be ready by the middle of
March. It is consistent with the 1002(h) report, a very
important point that everything is being negotiated in the
agreement does not conflict with what they put out in the
1002(h) report earlier this past year. In exchange

that is based on comparable value, to clarify that, it is
not an acre for acre exchange, it is value for value,
meaning If an acre of Native land was worth $400, they
would be able to receive $400 worth of value on the
subsurface of the Arctic Refuge which may not be anywhere
near an acre. Matter of fact, 1 don"t think it would be.
This involves only gas and oil interests for specific
periods, meaning when the exchange is brought about and if
there iIs an exchange, those involved iIn the exchange would

HOUSE RESOURCES -4- 02/13/87;
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Number 232

Rep. Shultz asks, "How is BLM making a determination as to
the value of that land.”

Mr. Gilmore states, "We ran seismic surveys the last two
seasons and the raw data from those seismic surveys were
available to the government BLM. BLM"s geologists and
engineers and other specialist have evaluated the
subsurface and are attempting to come to some value of what
they think is under every parcel of land that might be
available out there.

"The land parcels, as 1 recall, is about 2,000 acres of
of the tract site would be in the Arctic Refuge. Under
each one of those tracts, BLM"s responsibility will be to
determine if there is an oil and gas potential down there
and what i1t is worth."

Number 260

Rep. Shultz states, "The refuges iIn the State of Alaska, in
federal control, are open at the present time for hunting
and fishing and now we are inserting language that refers
to subsistence corridors into this land that you are
swapping for, that you mentioned, is that right.”

Mr. Gilmore answers, "l don"t think so."

Rep. Shultz asks, "You"re not referring to the hunting and
fishing rights that presently exists with the people,
right."

Mr. Gilmore states, "The hunting and fishing subsistence
rights that those people have at this point and time

will always be there. We are obligated to make sure that
that happens. The hunting and fishing rights of all
people, we don®"t anticipate any curtailment of their
activities. There are and have been, as you know at
Prudhoe, different controls in the oil fields than we have
on the refuge at this time. I would expect iIn there that
there would be some control and I think i1t would be
appropriate for the wildlife point of view not to have
hunting within certain distances of the road or certain
distances from development. I don"t anticipate any severe
curtailment of the activity iIn the refuge.”

Rep. Shultz states, "What 1 was saying was that under the
present time in the federal refuges, the government has
hunting and fishing that"s allowed for the public. Right?”

Mr. Gilmore, '"Correct."

HOUSE RESOURCES -6- 02/13/87,; X
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Chhalrman Cotten asks "Are there was some draft agreements
that are In existence rlght now.’

Mr. Gilmore answers, "Yes there are."
Chalrman Cotten asks, "Are they available to the

Legislature.
ore. an s "I 1 t they probably are i}
aval? |n ce e Sate h hag a. ?oéﬁ/ ? they rahf tig”
reemen ﬂr somelme sus ect | % are in the state
government hands, they certalny shouI In-your

S.
irman_Cotten states, "They aren't, welve asked for them,
t?om)nt have them. Can Weyget a copy from youg.J"

Mr. Gilm re answers 'Yes, SIT You can but | aIIYu&lsh * 3
yaou woul he”[l h ne state ult WI| ’\ﬁqad to
9|ve Ir You here 1S etter over there
espondlng 0 it."
Number 337
hai "Th ' bout the determini
VaREman fotten 3ates 1y d &%%?gf”’gﬂahé)“ha? el farseq >
and the othey qAJest\on agout Wh8 haS what informatjon has
Iso heen Balse . In order to do the .tht eva,uatlon,
%os% who have the most Information will be able to make
ELh ce?h%‘t‘?“h%fé’”thwht |5 fpderneain 0 drpind, ) tfh%e?ev
08s ng\/Icu rently hoﬁd the down Hoe mformatlonJ?I |
Mr. Gilmore answers, "No sire,] they do not."
rman Cotten states "S0 some. peo would have a hetter
Ceaa than you as to wbafm?ght Flg uh) er t(he ground tnen. ¥
. |Imore answerf, "Nof to quibble over words too much
e mor% f ge | 0 this oll busin es% Y)er tmﬁ
say ing |kE tha qet In troube omeno §W|
have  w 3{ thln B a ter |dea, the mX ave gained
some ormaI n that wouhl have heged them d ﬁave
'ﬂ? m?pnr] n6'°'?a er Ieeut tehnn}nﬂelhther wh aever ?trk
hat hose people do o |g trnosegho?es.'p
Chalrman Cotten states, "] just have a har imaginin
that you would knoweless Iij nad? he we? | m?ormatg M

V
NI Gilmore states, "Well you could be further in the
ark." 3 >4 -

=\
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Number 356

Rep. Davidson states, "Director Gilmore the be a
heightened sense of urgency. In fact a stampedesterns
imminent but you do not have contractual ¥2”mgucrge for this
Committee to examine as far as land exchanges are

concerned. We do not have values on subsurface rights.
What explains this sense of urgency or this, what |
perceive anyway, a sense to hurry along on this issue?”

Mr. Gilmore answers, "We"re moving at the pace requested by
the the native corporations.”

Number 363

Rep. Sund asks, "Just a couple questions, you“re dealing
with Fish & Wildlife, and I guess 1 know you have been
negotiating with the State on land exchanges. Where is the
negotiations with the State, and you"ve been working with
the native groups and that, is there any negotiations going
on with the State for exchange of State land held in
wildlife refuges?”

Mr. Gilmore answers, "Yes there is and the State is in same
place, 1 think, as the rest of the negotiators. They have
their own document, they®"ve been to the table, they been to
the negotiating sessions. I think, and 1 haven®t been to
the negotiating session and 1 am a little fuzzy at exactly
what the State might have at this point, but 1 think they
have everything that all the other negotiators”™have .r

Rep. Sund states, "There is wildlife and national
parks, are any of the inholdings in
discussed here."

Number 380

Mr. Gilmore answers, "l can"t answer that question. When
the subject came up, it would be terribly inappropriate for
the Fish and Wildlife Service to begin to take on land
exchanges within parks. The State brought those apparently
large acreage up. I suggest~that they go to the regional
Director of the Park Service and explain what was going on
and tell him that if he was interested in the exchanging of
land that he, in fact, should get involved in the process
and contact the same Assistant Secretary that 1 do."™

Number 392

Rep. Sund asks, ™"Is it possible, 1is this a three party
negotiation, do you have to be with Parks and Wildlife
Service at the table separately. Is there within the
Department of Interior, manage both parks and refuges, can
you exchange park lands for lands in the refuge?"
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Mr. Gilmore answers, ™es, you can. The Park Service had
they chosen to get involved a year or so ago, would be at
the table with all the rest of us."

Rep. Sund asks, "Is it too late."

Mr. Gilmore answers, "Not as far as 1"m concerned, it
isn"t. But it is a long, wav, down the road. As you move

along, 1 think r£~Ts fair to say”~fiaF*several groups have
come iIn with their proposals as late as December and
January. We just got some proposals. It will be very

difficult and it would depend on the completeness of the
documentation and how they want to work it, but I don"t
think it is too late.”

Number 409

Rep. Kay Brown asks, 'Does federal law require competitive
bidding for disposal of oil and gas rights in the refuge
land."

Mr. Gilmore answers, "You"re a little out of my bailiwick
in regards to oil and gas responsibility, but generally,
anything that the government makes available goes out for
competitive bidding."

Rep. Brown asks, "How does the proposals being contemplated
fit in with that requirement for competitive bidding."

Mr. Gilmore answers, "In this particular case, they don"t
fit In because it is an exchange of value for value. There
iIs no bidding involved. We exchange lands quite often in
the federal government, for this or that, to better achieve
what the public expects us to achieve. When we so do so,
we don"t have a process, that I know of, that says, Iis
there anybody else that"s got anything better involved
which would make it a competitive bid process of people
bringing other lands into exchange.

Number 426

Rep. Brown states, "But it would seem to be that the effect
iIs actually to dispose of sometimes valuable properties,

Mr. Gilmore responds, "l think there are two pieces of
interest to answer that question. 1) 1 do not think we
are disposing of it, 1 think we"re giving the people in
this state, an”opportunity to make some dollars off of this
land. SecondTy, 1 feel-15ha"tr an exchange of this sort does
"Trf*fact, fit within the concept of what we"re trying to
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achieve. What you are going to see is, maybe 15% or 20% of
the surface acreage will be utilized iIn the exchange. The
remainder of it will be up for the highest bid lease sale.”

Number 440

Rep. Brown states, "But is i1t not likely that the most
promising parts of the structure will, in fact, be selected
and will not be available for competitive bid."

Mr. Gilmore states, "Well there is an awful lot of people
that hope they can do that, yes. But again, that 1is
depending on the information and the capabil y of the
people who do it."

Number 443

Rep. Springer asks, '"Did I understand you right that one of
the goals or one of the stipulations in regards to wildlife
iIs that the human activities don"t diminish the status of
the different species up there, or did I misunderstand
you."

Mr. Gilmore states. "No sir, | don"t think you
misunderstood me, 1 think what we are trying to do at this
point and time in the general 1002 (h) report where we have
laid out what we think development scenarios can be and
explain what effect it would have on wildlife. We feel
like that the effects from the scenario, in the report,
does not bring about significant problems for wildlife.”

Rep. Springer states, "l have a hard time understanding
what is being used as a base because some species like musk
ox and so on, have a fairly constant density or number of
animals in a specific herd but when you get into lower
forms of life like different small earth species cr insects
and so on, you don"t have that. It is a fluctuating thing
that changes drastically from one year to another. This 1is
a natural phenomenon. I don"t understand what are we going
to use as a base from a management standpoint to truth
work."™

Number 465

Mr. Gilmore answers, "Well we spent five million dollars in
five years gathering a base data bank of information in
regards to fish and wildlife species on the coastal plain.
Probably the most extensive study ever done on any refuge
in the United States or in the Lower 43. We think we have
as good a base information as can be obtained at this point
and time, obviously, if you spent five more years out
there you could get it a little better. What we have, we
feel fTairly confident at this point that we know what is
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going on out there and have some idea about what effects
different types of development plan.*"

Rep. Springer states, '"Yes, | understand that, but what |
basically don"t understand is are some species that have a
natural condition, uninfluenced by man, a very strong
fluctuations, like snowing out, for example. What are
they going to use as a base and say at that point or that
point human activity was responsible for diminishing or
not."

Mr. Gilmore answers, "If we proceed through this, we will
have a complete monitoring program that starts from five
years ago and monitors right on through the times than
there is either no development out there or something
different changes. We are going to have an annual
monitoring exercise that tells us basically what is going
on out there. As is recognized, the Arctic Science of
Wildlife Management is not specific enough to get down to
real numbers of animals, so we look at trends. When we see
trends of something happening out there, we do have and
will have iIn the stipulations that will accompany these
such actions as this, the opportunity and the prerogative
to change whatever is going on out there for the benefit of
wildlife."”

Number 490

Rep. Springer states, "That is exactly my point because 1
have experienced the same thing during the oil pipeline
construction. Because of the unexact nature of natural
sciences, that is open to the whim of field observance and
administrators and that causes me a great amount of
concern. Thank you | appreciate your answer.'

Number 497

Chairman Cotten states, "Mr. Gilmore one of the questions
that came up today in Senator Murkowski®s speech was
something that this committee had slightly discussed
before, and that had to do with the question of the State"s
interest iIn the land as it sits right now. As you know if
the land were leased right now the State would receive 90%
of any bonus®or royalties. If the land were transferred to

VsA private ownership, the people of Alaska wouldn"t receive

N J those. One proposition that has been put forth would be

ft/ for the State to, iIn event that a transfer to private
fj~Yownership, receive aY overriding val ~ln response to a
~Ndirect question, at hsist one nf fﬁ' Senators said he -
supports that concept very much. I feel like that would go

a long way toward resolving the question of fairness to the
general population of Alaska. How could that be included
in an agreement between the Department of Interior and the
interested private parties?”

HOUSE RESOURCES -12- 02/13/87*



tyf
/Aj /%, A*

V_"iHcP

hPX

Mr. Gilmore answers, "l would to say that I would have to
go back and study up on. what an overriding royalty is.”

Chairman Cotten states, "The point is that the State would
continue to receive the interest they would have received
had it remained in federal ownership."

. Gilmore states, "l guess at that point the agreements
that we have worked out, if I understand it correctly, with
.the corporations would have to be completely redone. In
t1iS”MvenC"thatsOTr™M'doTraT”amount son 75T otak " Tr A ry ! trtheir
potential proceeds, in the future, or iIn this case it would
be their land value, if there was something on their land
value or iIn the exchange it diminished their opportunity to
make what they want to make. I suspect we would have to
“negotiate."

Number 521

Chairman Cotten responds, "l suspect that that,.would
probably .be satisXa.ctQr\L-.with-me, 1 noticed that earlier,
"tkatr“you said that you were proceeding at the pace that was
suggested to you by the native groups. I would suggest
that you might want to spend maybe a little more tine with
that proposition, serious consideration. I certainly don"t
have a big problem with the lands being transferred. I was
concerned about the public interest and the revenue

A" interests of the general population of Alaska had. IT the

land did get transferred to private ownership, as long as
the State"s interests were protected, | think we would all
benefit under those circumstances.”

Number 530

Mr. Gilmore spates, "I was dealing with a hypothesis that
you set up, 1 think I must respond a little bit on the
other side of the issue. The hypothesis that you set up
was that it"s safe to go with a stand now, but 1 think that
it might be wise to consider that Congress has got to open
it first. At that point and time, whether Congress decides
to allow it to be 90/10 or not, the big question, at least
that"s what we"re led to believe, and as most of you
probably know, I°"m hearing a great deal of discussion in
the Lower 48 from the congressional people of patterning
the opening after the NPRA which is a 50/50."

Chairman Cotten states. "This committee expects to hear
more about that, in more detail, at a later time. There
has been some suggestion that as a part of the State
working off that for legal reasons, we may have a case and
we may not. But that is something that we as a State again
would no doubt hope that we could maintain the existing
language.™
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Number 540

Rep. Sund states, "That"s just a follow up, Mr. Chairman,
that the prior existing rights series that is obviously

had to have made a determination of whether the State has
prior existing rights in that land to any royalty share of
the oil. 1 wondered if you have any legal opinions or what
position you take and the issue is If it"s federal land and
there 1is prior existing rights for the State to get 90%

royalty share. IT you take and trade it away the State is
getting a zero consideration for that prior existing right,
as | understand the position you are taking now. I was
wondering i1f you had any research or legal opinion done on
that.”

Number 550

Mr. Gilmore states, ""That has so many avenues that | don"t
know if I can answer all those and keep inmind what your
question totally was. First off, our position is fairly
simple. We have laid the report on the door of Congress
and we expect it to take whatever action they choose to
take. In regards to whether it is 90/10 or 50/50 will be
up to them, not us. One piece of iInformation that we do
have, that Congress has already shown us what some of their
intentions are and that is to take in the NPRA, when they
provide for openingthe NPRA, they changed it to to 50/50.
That is all we haveto go on at this point ~nd time. As
far as 1 know, there has been no solicit or~revue of prior
state interest. As 1 understand it, partially what you are
saying, | saw some of the information that has been brought
forward. Did I get part of It?”

Number 560

Rep. Sund states, "We"re getting there. In terms of
establishing the value to the land in the land exchange, it
seems to be that®"s a pretty basic consideration of i1t. if
you"re in the native group position of how much acreage or
value for value land you are going to get, how much of that
oil that is under the lands is going to be yours or theirs
for the receipt you“re in. It is pretty important, 1if it"s
a 90/10, then they get 10% or if it is 50/50, they get 50%
or if the state is found to have a zero prior existing
right and they get it all, that seems to me that the impact
is pretty heavily on the value iIn terms of trading this
land back and forth. I was wondering what basis or formula
you have been using."

Number 570

Mr. Gilmore states, "The formula is fairly simple as far as
we"re concerned. We are trading on the basis that Congress
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point of view is that the oil values up there are given
amount and that anybody that who became owner of those oil
values by exchange would get the full amount."

Number 580

Rep. Sund states, 'So the negotiations table now is that
whoever gets the land on the coastal plains is going to get
100% of the value of the oil underneath. You are setting
up a trade based on that, so if Congress comes iIn and says
no, we"re only going to give them 50% and we are going to
give 50% to the State, then what do the amount of land that
you®"re going to get in the inholdings is going to be cut in

half."

Mr. Gilmore states, 'l suspect that we*ll do some
renegotiating. I couldn®t answer whether it would be a
half or not. I think that 1 see it in Senator Murkowski®s

talk and 1 don"t want to go back over it too much but
certainly you"re not overlooking the taxes that has become
accrued to the State as a result of anybody, private or
what have you, Ffinding oil and developing it.”

Number 586

Rep. Sund notes, "It has been our experience in the State
that alot more comes from severance in royalty than comes
from taxes. Is there a list of the land or the lands that
have been proposed for inholdings for exchange?"

Mr. Gilmore answers, 'Yes, as | indicated, | have a map
that 1 left on the plane which would have shown all of* the
inholdings in the refuges and we, in turn, prioritize with
inholdings, 1indicating those that were the highest priority
to us and to low priority.”

Rep. Sund asks, "About the list that you gave in your
talk."

Mr. Gilmore states, "l did not give that list in my talk."”

Rep. Sund states, '"No, but iIn the priority list, you might
endanger species and right on down the list.”

Mr. Gilmore, "Yes, right, and that is available.”
Number 595
Chairman Cotten asks, "On the other hand, have you been

able to identify the lands in the wildlife refuge that
would be offered for exchange.™
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Mr. Gilmore answers, 'Lands in....which refuge.” Chairman
Cotten states, "That one.” Mr. Gilmore states, '"No, no
sir, the reason 1 wouldn’t pentify it, at this point and
time everything in the 1002(TE area 1is available for
.exchange except those lands that~"5elona to Kaktovik® and
ASRC. Everything,else-wo™fl he available for exchange."

Chairman Cotten asks, ™"And then would be nominated by those
interested parties. Is that the process?"

Mr. Gilmore answers, "That would be the native corporations
selection, they would tell us what they want and at that
point when we know what the value of that piece is, then we
know where we are. We will know that before we go intothe
selection process.”

Number 605 .

Rep. Sund asks, "Do they have access to the BLM seismic
data that you have for evaluating those lands."

Mr. Gilmore answers, "l really don®"t know what the native
corporations have for information."

Rep. Sund asks, "You don"t know whether BLM shared that
seismic data with them.™

Mr. Gilmore answers, "The raw data, 1 believe is available
to everybody. They interpreted that, it would depend on
who interpreted it. And they interpreted that that BLM is
using is not available. In other words, BLM interpreted
the raw data and that information is not available.”

Number 611

Rep. Brown states, "On the issue of value, it seems pretty
obvious that the one well thau has been drilled or has a
great effect on how that evaluation takes place. I*m
wondering how you feel you can make a valid assessment of
the value without having that information. You stated that
you don*"t have that information."

Mr. Gilmore answers, "Unfortunately that would be a little
bit like crying over spilt milk because whether 1 wanted it
or not, I can"t get it. It"s not available to me."

Rep. Brown states, '"The premise you®"re putting forward is
that the values being exchanged here are equal.™

Mr. Gilmore states, "That is the only.... let"s see if | can
go back over that. If, a 1,000 acres was worth a 1,000
dollars, then the native corporations that owned that 1,000
acres would get a 1,000 dollars worth of subsurface
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someplace, which may be a square foot That"s the value
for value that 1°m talking about.™

Rep. Brown states, "Right, at that same point, that it
could be a square foot or it could be ten miles, depending
on whether there is oil there or not. The only way we are
going to know whether there is 1in fact, oil there is
through the drilling of wells _.nd some parties have that
information and otner parties do not. It seems like the
negotiations would be obscured iIn that way."

Mr. Gilmore replies, "1 thinkyou"ll find the well that is
drilled out there isonprivate land. Whatever information
they have, they have a right to it. At this point and time
.everybody that-—1is ..attemptjlng to exchange “forelands InTKe”"

open~*tandslhave no Mr TB S B H S M tKS"oT KersV"
Number 633 .
Rep, Brown states, "That may or may not be the case. I can

see how some of the other parties may have access to that
information. Could you elaborate a little bit on how the
reverter clause fits into the valuation?"

Mr. Gilmore answers, "I don"t understand it well enough to
get into the details of it, but if I did, 1 would surely
make a mess of it. 1 would prefer not to do that but 1

greatly like the opportunity,..when we .get it .finished.
up . .tn,,.b.e-able-to —come backhand, .explain to you how it works
when we have .finished the negotiations.”

Number 639

Rep. Brown asks, ™"Are you one of the people involved in the
negotiations."

Mr. Gilmore answers, '"Yes, 1 get involved in negotiations
in about one of every three. I go catch up about one out
of every three. I have one person who works fr.r me, almost
full time, Kkeeping the exchanged pieces put together.™
Number 643

Rep. Brown asks, '"Do you have petroleum specialists,
geophysicists, geologists representing the federal
government iIn these negotiations."

Mr. Gilmore answers, "The BLM supplies those."

Number 648

Rep. Brown asks, '"Could you tell us the name of the person
who could explain the reverter clause.”
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Mr. Gilmore answers, <"Yes, one of my people could

it very well. John Doble could explain it, but I"m not
going to let him explain Tt ung.1'V”~VeH?rni shecT”
negotiations in agreement."1

Rep. Brown asks, ™"In your opinion, does or as |
understand i1t or what 1 have read about it, it provides
that the land could be traded but if what were to be
drilled and dry holed and the lands would revert back."

Number 659

Mr. Gilmore notes, "There are options in there for
recision, | think that is the right word, and at this point
and time there is a fairly large segment on recisions which
is complicated and that is the reason | don"t want to get
into it at this point and time, because I would surely mess
it up and somebody would say but he said so and so. 1 am
being very cautious about that because | don"t understand
it well enough, at this point. It is very technical and it
is being developed by a group of lawyers and my people and
BLM®"s people. Most of the work on the recision is being
done by a group of lawyers and that is the reason why I am
kind of nervous about getting into it.”

Number 660

Rep. Brown asks, '"Does the fact that there is a clause of
this type in the agreement affect your value and the value
you place on those lands in the agreement.™

Mr. Gilmore answers, 'Yes there are assured risks and 1
think 1 know where you®"re going, what kind of question
you"re trying to ask me, and yes there are assured risks
between the native corporations or the participants and us.
Nobody 1is goirg to get it all. In other words, if they go
out there and they can®"t find a hole or something there in
the recision, and in the recision, their costs in the
recision for the natives and their costs for each one of
the terms so that there isn"t a complete give away or a
complete scoop. There are reservations in the recision
that provide for protection of the American people-s
interest. I couldn™t do it if It weren*t there."

Number 670

Rep. Shultz asks, "Did you say earlier that the State was
proposing to trade some land for the State."

Mr. Gilmore answers, "Yes."

Rep. Shultz asks, '"Do you know exactly where approximately
or how much an acreage we"re talking about."
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Gilmore answerB, "We"re talking in the refuge business
now, 1 don®"t know what they proposed to the parks other
than what was initially laid out, but It iIs somewhere in
the vicinity of 700,000 or 800,000 acres, 1 believe.”

Rep. Shultz asks, "The State."

Mr. Gilmore ansv/ers, "Yes the State would like to be
involved in the exchange."

Rep. Shultz asks, "Are we though, we might like to be but
are we."

Mr. Gilmore answers, "As far as I"m concerned, you are.
Y°u>re an....ac.thve™menbfir-,of all the/iieqgotiations and have
heen ror a year and a half."”

Number 680

Chairman Cotten asks, "Would you say that by saying that,

i are you suggesting any way that the state has endorsed the
I land trades iIn any way, because they are attempting to
J participate.”

Mr. Gilmore answers, "l don"t know the answer to that. 1"ve
seen several positions taken by the State and 1 really
don®"t know right now where the State is but my Impression
from the sincerity of the negotiations and the people
involved in the negotiations, the State iIs proceeding as an
active, interested partner in the state."

Chairman Cotten asks, ™"So you wouldn®"t say that the State,
has iIn any way, endorsed these trades."

Mr. Gilmore answers, (inaudible - end of tape).

Change Tape
Tape 16, Side 2

Number 000

Chairman Cotten states, ™"l don®"t accept that, 1 think that
we"re going to probably ask the State the same questions."™

Mr. Gilmore states, "l am trying my best not to put words
out of my mouth, speaking for the State."

Rep. Shultz asks, "What is the State asking for in return.'-

Mr. Gilmore answers, "I think what they are asking is the
same as any other group in the participants and have the
right to select parcels in the coastal plain or oil
development.™
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Number 020

Rep. Navarre asks, "Are the S.tgute..,negotlators under any
constraints from._thelfcepartment of the_Inferior not to
release information to. the. Alaakk_Leglsla™pre.» "Ly

Mr. Gilmore answers, TjJl don"t know. There is none that I
know of but I don"t perceive to know most of everything
that goes back on in the Department of the Interior, even
though 1 am the rep out here.”

Rep. Navarre asks, "Are we then just not getting the
cooperation.™

(:Chairman Cotten states, "It soungs like there is more than
one person from the Department U. Interior that is making
decisions here and they aren®t all here today."

Number 025

Mr. Gilmore answers, "My responsibility is to make the
decisions out here, and of course theie are lots of people
going to be involved iIn making decisions of a action such
as this. There are petroleum people, land managing people,
wildlife people and lawyer types or solicitor types, all of
those people must be involved In a decision of this sort.”

Chairman Cotten states, "We appreciate you being here and
we recognize that you are here and you don"t have to be and
we have invited you and you showed up and we appreciate
that very much.™

Rep. Nava’.re states, "'l guess our interest is in seeing
that the legislature be involved in the decision also, the
Alaska Legislature.™

Mr. Gilmore states, "In response to both of those
statements, 1 would look forward tocoming back at any time
you need any additional information. I would be glad to

come back down and go through whatever part of the process
that you need to understand or whatever we can provide the
state legislature. There has been no intention to keep
anyone short sheeted in this operation but it has been such
a difficult text of trying to pull together four or five
major groups of people, with different interests, iInto an
exchange of a sort that is brand new to most of us. It is
complicated and we would be glad to come back andexplain
any part of it that we might be able to do in the future.™

Number 067

Rep. Sund states, 1 just have a new issue here on terms of
how do you establish a value for wildlife refuge inholding.
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Do you have an appraiser that goes out and does it or do
you have some formulas?"

Mr. Gilmore answers, "Oh yes, what we have is a standard
government appraisal process."

Rep. Sund asks, "For wildlife refuge."

Mr. Gilmore answers, "For wildlife refuge or anything, any
land. In other words, we"re not appraising a wildlife
refuge, we"re appraising private holdings within a refuge.”

Rep. Sund asks, "Is that available within the regs or
someplace where we could get a copy. | would be interested
in reading what goes into the consideration, what is a
snowy owl worth."”

Number 090

Mr. Gilmore answers, 'l guess 1°m going to get a little
more detailed. When we run a standard appraisal, the
appraisal techniques that are used today are the land
appraisals. They do not take into consideration the
wildlife that lives on it, that is a standard government
appraisal. The wildlife that lives on it is one part of
the evaluation of what the land is worth. In a government
appraisal, it is appraised for it"s highest and best use.
IT the highest and best use happens to be for hunting and
fishing, then that"s worth, generally so much an acre based
on other appraisals that have been run throughout the State
and throughout the Lower 48. If the highest and best use
iIs condos, then obviously, the value goes up considerably.
It is based on the highest and best use, the government
appraisal. When you attempt to translate a piece of land,
land value, rate value into it"s value for fish and
wildlife, which is iIn the ANILCA, 1 believe, provides for
public interest and that is where you are trying to
evaluate a snowy owl or what have you. There have been
some rather definitive works done over the past 15 or 20
years attempting to arrive at values for fish and wildlife.
Briefly, one simpleexample, it is verycomplicated if you
try to do it but ifa fish were to swimup the Karluk River
and spawn, we have a general idea of about how many little
fish might be produced and, in iact, would escape back out
into the ocean. We also know what eachone of those fish
iIs worth per pound and depending on howmany fish swim back
down that river and are available for the commercial catch
which we have a pretty good idea based on the statistic
work that the State does. We have an idea of what that
system is worth in commercial fish. Now when you get over
to how much it"s worth for a guy who has one on the tip end
of a rod, that came from France, you®ve got a pretty good
idea what he was willing to pay for it, to come out and
catch a fish or five fish, or whatever. There are
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ways to get to some relative values. At this point and
time, the economists aren®"t in tota) agreement as to the
best way to do it.”

Rep. Sund states, "l just wanted to foliov/ up on that

point, though, which value are you using, You®"re taking
the basic land values and then putting it on top. Is there
any iInstream water appropriation, the value of appropriated
water going on in any of these trades? -

Mr. Gilmore answers, "That is taken into consideration 1in
the standard government land appraisal. Right now we are
at a point where we have identified the land value, the
appraised value of those lands. Any value over and above
that will be arrived at through negotiations between the
department and the n ™ ive~coYgbratrions-r"

Number 150

Rep. Shultz states, "Just to quickly respond to the
questions asked, no, we are not interested in putting any
part of the Delta Barley agriculture project into a refuge
(laughing). But other than that, 1is the State in their
negotiations, are they asking for subsistence corridors."”
Mr. Gilmore answers, 'No, not chat I know of.” Rep. Shultz
responds, "l just want to ask another question, let"s say
that this goes through the clauses put in there on the
subsistence, it could conceivably, 1 would think, happen
that an area that is traded could be shut down only for
subsistence use. The other part of the refuge that has
customarily and traditionally been used for hunting and
fishing, it would not be necessary to close down but
because of closing down this one area, and allowing only
subsistence corridors into it, could iIn essence shut down
the entire refuge as that accessibility to everyone®s
estate.”

Mr. Gilmore responds, "With that kind of hypothesis, yes it

could but equally, no it would not necessarily have to. it
goes both ways.™

Rep. Shultz states, "I can see where there is mechanized
vehicles or whatever it may be, float planes, well 1 guess
float plane operations would be o.k."

Mr. Gilmore notes, "I would add to that that discussions of
that sort are fair and square kind of discussions, but we
hope that we have learned enough through the past years on
management wildlife not to get to that position, so we
could, in fact, reduce the value or reduce the text so we
don"t get to it iIn negotiation."
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Rep. Shultz asks, "If in essence that did happen, are you
negotiating something to the effect that i1t may, in this
area where you would have subsistence, utilization of this
land only that those corridors could be utilized to get to
the different part of the refuge."

Mr. Gilmore answers, '"Yes, we wouldn®"t close it down to
that bad of extent."

Number 190

Rep. Cliff Davidson states, "Mr. Gilmore, you spoke and
referred the salmon in the Karluk River, my understanding
iIs that you®"re talking about a habitat evaluation process.
My understanding is that the value that you will place on
the land, chronologically, 1is present value, yet you
indicated the future value predicated on what would happen.
As we know, land values change according to use or abuse
and 1 was just wondering how you correlate the value now
with what iIs supposed to be heightened value in the future,
say iIn the ANWR lands."

Mr. Gilmore asks, "Will you try that again, 1°m net sure |
quite understand the point you"re trying to get at. The
heightened value, 1'm sorry, maybe we better try that
again."

Rep. Davidson responds, "I1°11 try. |If we evaluate a
certain parcel of land in the Kodiak Wildlife Refuge, a
thousand dollars say, that®"s present value according to the
MA1 appraisals, proposals or their guidelines. Yet, future
use of that land is not considered, it is only on that
present value, yet we"re going to trade that for value for
value with land in ANWR and yet, we don"t know the value of
the subsurface rights, we don®"t know what the exchange of
partners are giving for what. I guess I"m wanting you to
comment on that.”

Number 226

Mr. Gilmore answers, "Well we do a pretty prec: ely, when
we make the exchange, exactly what each parcel js worth.

In regards to the appraisal of the land, as 1 indicated, it
-is appraised for it’s highest and best use. That does take
into consideration it"s future use, highest and best use.
That means, as | said to you, it would be pretty hard for
any of us at this table right now, | think, to assume that
somebody would put a condo on the Karluk (River) . The
point being, though, if that were determined by the
appraiser and he felt that that was possible, then that
would in fact take iInto consideration for future use. Now,

\ at the time the exchange is to be made, we"re looking at

H:zhe highest and best use value for the lands that we"re

giving to the native corporations. We"re looking at
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present value as determined by geologists or petroleum
economist or whatever and BLM. We think we"re going to get
a value for value exchange. We"re relatively confident,
right now, that we can come to fairly close figures."

Number 248

Rep. Davidson states, "My understanding that back in 1983,
some of this land that we"re talking about now was worth as
much as $600 an acre, on that appraisal basis and yet today
we"re talking about $178 to a $150 an acre."

Mr. Gilmore answers, "l certainly can"t respond to where
you may have gotten your $600 an acre, or where you got
your $178. The $600 an acre figure, generally bounces

around the  State, comes from the Pribilof terms and
conditions of which Congress provided an eight million
dollar settlement in the Pribilof"s. That boils down to
about, when you divide the acreage into dollars, $600. 1
don®"t think, as a matter of fact 1"m fairly sure, when we
started into the appraisal process, probably the most
extensive appraisal that has ever been done in the Stateof
Alaska and in many places in the whole United States. We
were not able tp~JjndJbhe..comparables ,that™WEre_ ..necessary:

I thought, to come up with real solid figures so we had to
do some additional work, working with people in Canada and
the Lower 48. | would say that probably the $600 acre is a
float figure that we used alot iIn Alaska as a result of
some discussions earlier on. I don"t know where the value
would have come from on a $600 acre other than that."

Number 271

Chairman Herrmann states, "Mr. Gilmore, |1 have a concern
about what you said about a pace requested by the native
corporations. From In my district there is alot of
national wildlife refuges as you well know and alot of
plans coming forward for those refuges. I have alot of
concerns about planning processing and where the planners
come from, like Washington D.C., Denver, Colorado, and they
have the attitude that is not necessarily the attitude of
alot of people in the State of Alaska. My concern is that
I know in those plans that you do have a very strong
interest in inholders in that land so you can say that
you"re working on the pace requested by the native
corporations, but 1 think that during this whole ANWR
discussion, it will come in a full circle. Everybody will
be interested iIn this certain case and so | have some
concern there. Also, you talk about highest and best use, .
those terms are just like In the State"s best interest

and those kind of things. Also, 1if you could just give us
your interpretations of what will happen regarding () (@),
your opinion on that."
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Number 295

Mr. Gilmore responds, '"Let"s see if | can go back and pick
up what were your concerns. My statement in regards to the
pace is that we have been moving along at a pace that we
\felt the natives hiiHed™to move on because~Tfte &Is that
UNbfoowe want to preserve are extremely important; ro us andwe
- ,Feel™l jke_ if we . M"HpTovIT at~"t:helirTSirde™
"orotect them. That is one reason why we"re moving at their
*pa"ce and | might add, we"re quite comfortable with the pace
that we"re moving at so it 1I'shgt™causingd us a gfeSt~d"3T"
of discomfort. In regards to the planners, that you"re
concerned about, I"m a little surprised because the
planners that we®"ve been sending out for the past three
years have all been in Alaska for the past five years.
They have lived in the villages, they“ve lived in peoples
houses and based on all of the information that 1 can
receive, and | can"t get it all of course and | appreciate
your insight also, 1is that -de planning effort that we"re
putting out here now is being well accepted by most of the

people that we have talked with. |1 would appreciate any
additional information I might have to any way you can
improve it anymore. In regards to (7)(i), I consider that
a native corporation responsibility and 1"m not getting in
it-ll

Number 320

Chairman Cotten states, "I1°m going to have some follow up
questions on that in writing as to, as | understand it, BLM
will make a determination, Tfor instance on (7) (i) with the
existing Kaktovik and ASRC lands. That hasn"t been decided
yet, is that true."

Mr. Gilmore answers, "That is true."

Chairman Cotten asks, '"Does BLM make that decision.™

Mr. Gilmore answers, "I"m not sure just exactly what
decision BLM does make and I would not try to speak for BLM

at this point."”

Chairman Cotten notes, "Again 1 will defer that and present
it in writing to you."

Mr. Gilmore responds, "If you present it to me, 171l make
sure that we get BLM"s answer to you in response.™

Chairman Cotten thanks Mr. Gilmore for his willingness to

come forward today and for his willingness to return at the
request of the commitV.ee.

HOUSE RESOURCES -25- 02713787



Number 330

T AT R T # v afit CARLY A TS NV :
Rep. Shultz asks, "I was wondering if 1 could get just a
map showing the Wrangell - Mt. St. Elias Park, the land
that is being proposed andalso the one in the Tetlin
Wildlife Refuge.”

Mr. Gilmore states, 'l canget vyou Tetlin, butl can"t get
you Wrangell - Mt. St. Elias. 1 would suggest that you get
that from the State, =F there are state lands iIn the
Wrangell - Mt. St. Elias.”

Rep. Shultz asks, "Are we talking all of the State lands
that is presently in the Mt. St. Elias Park."

Mr. Gilmore answers, "l don"t know the answer to that."
Number 345

Chairman Cotten iIntroduces Margie Sagerser with the Native
Lands Group (NLG).

"My name is Margie Sagerser and 1 am here representing the
Native Lands Group, which is a consortium of native
corporations and one of the participants negotiating for
oil and gas rights iIn the Arctic National Wildlife Refuge.

I have a written testimony which I believe 1is in your
packets. In lieu of reading it, 1 would prefer to go
through this and highlight the areas | think are important
and then give as much time for answering questions as we
need. By way of background, 1 feel it is important that
you understand what the NLG is. It is a new name that I am
sure that you have not heard before, it iIs an assemblage of
native corporations that have joined together 1in a
partnership pooling their lands, negotiating with the
Department of Interior for oil ~nd gas rights in the ANWR.
The regional corporation involved is Cook Inlet Region,

Inc. They are one of thirteen native corporations in this
partnership. The other twelve are village corpozations,
primarily in western Alaska and the Kenai Peninsula. All
of us hold lands within either the Yukon Delta National
Wildlife Refuge or Kenai National Wildlife Refuge.

Number 381

"1 am here today to urge your support for the ANWR land
exchange confidence because the NLG believes that these
exchanges are in the best interest of the State of Alaska
and that the State of Alaska will benefit because, 1
believe, that we will facilitate in the opening of ANWR and
therefore, assist the state iIn acquiring a revenue stream
out of the ANWR development. I think that my understanding
is that the State interests are just as well. We heard
today from Senator Murkowski, that he felt as we believe
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that the native exchanges, 1in particular..bring some very
SJMiaialjbhihgs to the congressional debate thatJT”~olng to
be going on in the “future.

exchanges are brTrigirig"to"the table critical wildlife
habitat or highly used recreational properties that we
believe that when push comes to shove, the environmental
community will analyze and see that indeed they are
receiving benefits from the opening of ANWR.

Number 401

"In addition, we also strongly believe that we bring to the
lobbying effort a constituency that the State cannot do on
its own nor can the oil industry do on its own. We are
Native Americans. We are of concern to many people iIn the
democratic process and 1 think that they would be very
interested in hearing how we feel that we can participate
in the economic benefits of ANWR. We _._thirk that we will
find sympathetic Jtears in Congress.

"I think besides just the benefits that the state receives
by us helping to open ANWR, the State will receive other
benefits for supporting native lands exchanges. We are
local corporations. Monies that will be derived from these
exchanges will stay within the State of Alaska. In
speaking for our group alone, we have participants,
particularly those in western Alaska, that receive very
little chance to reach the economic benefits. These are
areas that receive alot of assistance from the State now, |1
think one reason is because there are so few economic
benefits for those. We feel that this is one of the few
opportunities to allow rural Alaskans an opportunity that I
think that Governor Cowper has already expressed an
interest In and to see that rural Alaska is a sound area of
the State and I"m sure its from each area of interest for
the legislative body.

"Additionally, we have the ability to have strong local
hire as iIn the State contractors provisions. We have, to
my knowledge, all of the participants, speaking for the NLG
in particular, we have arrangements with oil industry
partners, ours in particular, does include provisions for
shareholder/buyer and for contracting preferences. Many of
them, Cook Inlet in particular, and the other corporations
as well, have joint ventures that employ Alaskans and
infuse the money into the economy and are very much looking
forward to utilizing these contractors preferences and
shareholders hire preferences to achieve the goal we all
want, which is Alaska hire.

"Also | think the State benefits because of these
arrangements that we have with the oil iIndustry. At least
speaking for the NLG partnership, we have already
negotiated leasina terms with these partners "wKTch will
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mean that we will get... participate several year j with a
head start on the exploration because we are not subject to
the stringent oil and gas leasing provisions within the
federal government. I think that the benefit of an early
start is going to be particularly beneficial because of
exploration and hopefully development of ANWR is still a
long term project and the sooner we begin on that process
the greater the benefit.”

"We believe that the potential negative impact i0 the State
revenues, Tfrom supporting these exchanges, are out weighed
by other revenue benefits. We heard today that again from
Senator Murkowski that the decision to open ANWR is a very
difficult decision, we have heard that as well and believe
it, We don"t understand your position of trying to have

a strong front regarding the 90/10 issue but we think that
that provision is uncertain and it may be very difficult to
maintain. .Senator Murkowski also said quite clearly that
the i1mpact of exchanges into the ANWR was going to be
minimal and that 1 think the number that he used was up to
15% may be subject to exchanges. Mr. Gilmore explained to
you in detail that these exchanges are going to be known at
value basis and that they are likely to be a great
disparity between the value of the land that we offer and
it must be the value that is placed on the ANWR. We have
every reason to believe that a viable, strong leasing
program will remain even if these exchanges are ultimate.
We also wish you to understand that, it is very much within
your interests that native corporations are private
corporations. You will receive severance taxes, income
taxes, all of the other taxing situations that the
sovereign will levy against the private corporation.
It is my understanding, in the North Slope situation today,
over half of the revenues come from a taxing situation.
There will be revenues going to the state on these private
inholdings. Also, | think the State benefits from the
opening of ANWR and where we can assist in opening ANWR
because, 1 believe, that iIf ANWR is closed to leasing or if
it 1s committed to wilderness area, then it is unlikely, or
certainly much more difficult for having adjacent state
land brought into production. In the decision making, on
"the revenue rate, you have to make some political calls. I
think it"s a harsh political climate out there and 1 think
that the native corporations do insist in the opening of
ANWR .

I think that the State would also benefit, given the fact
that they may be revenue impact for land exchanges, may be
able to minimize those by participating itself iIn exchange..
I"m sure that you will hear later on in the day from the
state people themselves but their participation, the NLG
supports their participation has an exchange participant.

We fTeel that that will allow State to acquire highly
prospective tracts to bid on ANWR. On those tracts, be
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able to set its own destiny, and then would own 100% of the
reserves and you could set your own lease terms on however
that works and whatever the decision is. At any rate, you
can be at the table and participate in selection of the
tracts.

"We believe that the State is a viable exchange participant
and in some ways a very competent competitor. We feel that
they have, at their disposal, as much information, perhaps
even more, than the NLG partnership and that that
representation, in fact, has been made in negotiations
sessions in Washington by state people and had no reason to
doubt that they were not in a position fully capable of

making selections with ANWR. I believe the State is going
to probably address the time, their participation as for as
how long they have been in it, 1 think they have for

perhaps for several years entertained the idea of the
exchange. Right now it is my understanding that they will
not be intrigued until they are being treated as equal
partners iIn every respect.”

Number 500

Ms. Sagerser states, "In summary, 1 think that 1 would like
to reiterate what Senator Murkowski said today, he spent a
great deal of time saying that the opening of ANWR is going
to require a very united Alaska. I think a good wav to
assure that the State is unitefi. is for this committee” and
the State in crenerall tcL"sit down and "embrace The idea" of
land exchanges in the state. I think that given the harsh
poTiticadT*realities, careruT assessments of those land
exchanges 1is the way the State can best maximize its
benefits from ANWR development.™

Number 540

Chairman Cotten states, ™I would like to just point out
that iIn our resolution, we don"t say that we are opposed to
all land trades. We do suggest, at least | suggest, that I
would oppose lands trades if they"re not in the best
interest of the State and i1f they would reduce or eliminate
the State®s iInterest. We don"t say that we"re
automatically opposed to all land trades. I understand
that the fact that you represent a private corporation and
you have a responsibility to your share holders to pursue
economic benefits to the shareholders and certainly, 1
understand the position you are coming from.

"I"m going to just take a parting of the Chair and ask a
couple questions myself first.”
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Number 549

Chairman Cotten states, “First of all we asked Mr. Gilmore
about the draft agreements between the Department of
Interior and the NLG and the other corporations. I think
he said that he would deliver those draft agreements to the
committee. He said, yes that we could see them. Does your
group have any opposition to our receipt of those draft
agreements."

Number 554

Ms. Sagerser answers, "Again 1 think those agreements are
in a very preliminary stage and 1 think you should keep 1in
mind that those are preliminary agreements and it 1is
obvious that we don"t have control that level of
information.

Number 560

Chairman Cotten asks, ™"Would your group have any opposition
to the legislature seeing thoLe draft agreements.™

Ms. Sagerser shook her head in the negative, no verbal
response.

Chairman Cotten states, "You referred several times to
Senator Murkowski®s statements and of course you can"t
overlook one of the statements he made in support of an
overriding royalty situation. Your absence of comment of
that was noticeable. I won®"t make you respond to that.
But if you would like to, please.”

Number 565
Ms. Sagerser answers, 'l think the overriding royalty is
one way of sharing the economic benefits. I"m not sure

that that is what the State would wish or would be in the
best interest for the State. Overriding royalty means that
y°u woul”™ turn over your participation in ANWR to another
entity. You would be depending on the native corporations,
essentially for competent development of ANWR. I would

think that the State would rather have more control of iIt"s
own destiny."

Number 570

Chairman Cotten states, 'l guess maybe you misunderstood
what I mean when 1 say an overriding royalty. What I mean *
is that if the land were open right now for development and
if there were leases and bonus®™ received and royalties
received, right now the State would receive 90%. 1 would
just say the chances of land fine but the State t- continue
to receive the same thing it would have received under
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When 1 discuss an overriding royalty
that i1s what | am saying, that the State protect it"s
financial interests.”

Number 581

Chairman Cotten asks, '"One quick other question about tract
selection which iIs an iInteresting one because as you point
out, the NLG probably doesn®t have better information than
the State about what lies under the ground. Perhaps during
the tract selection your industry partners may, | should
ask you, would your industry partners assist you in your
tract selection.”

Ms. Sagerser answers, "Yes."
Chairman Cotten asks, "Who_are pHr ingigbry partners.”

Ms. Sagerser answers, 'Our industry partners are Conoco, and
Exxon.."

Number 590
ReP* Shultz asks, "AHTNA is not part of the NLG."

Sagerser answers, "No."
* e
Rep. Shultz states, "AHTNA is not, but Doyon is which
includes Tetlin."

Ms. Sagerser answers, '‘Doyon is one of the native
corporations participating in the discussion of
negotiations. They are not a member ofrﬁhe NLG.™ /7.

Rep. Shultz states, "Some of the land that is going to be
given up is in the Tetlin Refuge at the present time. The
one thing that I"m asking is the ?) radar 1is going
to go in, the Ailr Force is going to put (vaska ?) radar in
my district, all nine sights that have been chosen, all are
in my district, so it"s going to go. We"re going to be a
party, we wanted to be onthe map and we are. The point

is, It is going to take aconsiderable amount of land, to
put this radar system in because some of these, it"s 14,000
feet long or something like that. For one of them, |
think, the receiver sight and the transmitter sight 1is
something like 5,000 or 6,000 feet. The land is going to
have to be acquired. The second choice that the Air Force
has is all on the Tetlin Wildlife Refuge at the present
time. I am just wondering, iIn the negotiations, if in fact-
it has been taken into consideration. If we had to go back
and establish a precedent as to what that land is worth, or
iT 18 acres of land that were purchased iIn the Tetlin
Refuge, at one time by the school district, and it amount
to be equivalent to about $23,000 an acre. Taking that
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into consideration, if they had to acquire 9,000 or 10,000

acres of land to put this radar system in, we"re looking
at, not only would they be able to trade land and become
part of the (7)(i1), possibly, and share in the profits from
that. They would also have the ability to sell the land to
the Ailr Force for a tremendous amount of money which could
amount to several million dollars. I ’'m just wondering and
to ask Bob, has any consideration been given when the feds
have been talking about swapping land to - the other land
that they"re talking about is owned by us - but over iIn the
Tok area, they"re second choice is iIn fact on the Tetlin
Wildlife Refuge. Is there any talk of making a swap in
that area rather than making the swap and turning around in
five or ten months later and buying this land? Can 1 ask
Margie that?"

Margie Sagerser answers, "The NLG does not include any
package, any land in the Tetlin Refuge on the matter of the
negotiations that are happening.”

Number 627

Rep. Sund states, "l want to know whether my map is right.
We"re at 1.9 million acres that is being talked about in
this coastal plains and 1.5 and about 15-20%, if 1 remember
in Senator Murkowski®s comments, 1is what®"s being subject to
the land swaps here. That"s about 300,000 acres, if you
multiply 20% X 1.5. The whole Prudhoe area, if 1 can
figure it out right, 1is about 384,000 acres. If you got
lucky on your land selections, you could land swap the
entire area that is the equivalent of Prudhoe Bay and leave
nothing left over to lease. We"re talking about a surface
acreage that is the size of the surface acreage over
Prudhoe Bay. That could be swapped out one for one here
and if you got, like 1 say, lucky and picked the tracts,
there isn"t anything left over. I would just like your
comments on that.”

Ms. Sagerser comments, "First of all, whether that 15% was
land, number of acres or amount of value is unclear to me.

"eAlso that number, 1 assume, includes the State of Alaska
participation and at this point they may become the largest
participant in the exchange. You would, perhaps, be
sharing in the prospects.”

Rep. Sund states, ™"Again, from southeast Alaska, that is

the only way we share any of this, is what comes through

the State government. I was just curious, how many acres
are in NLG that you are looking at swapping, or how many

surface acres 1is in the ANWR in your negotiations?”
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Ms. Sagerser answers, “Our current proposal amounts to
approximately 260,000 acres that we are offering for
exchange.™

Rep. Sund asks, '"Yes, but how much are you expecting to get
in ANWR for that?"

Number 652

Ms. Sagerser answers, "Much, much less. We are not privy
to the ANWR evaluation numbers. We have just been told
that the reduction is going to be substantial, some people
have even said that as much as 20 to 1. I don"t know.
That information is being held very close by the federal
government for obvious reasons and they have just
forewarned us that the reduction, because of the value, is
going to be great.”

Rep. Sund asks, "One more question in a little different
area, you forwarded an argument here iIn favor of why the
state would benefit here and by decrease social spending in
your area because you have more money and that would put up
in the Red Dog/Cominco argument that there would be one
reason the State should get involved here or support this
iIs because we put more money in that area of the State and
therefore be less social transfer system going on. I kind
of went with it In the Red Dog area because they created a
borough and they are going to have a fixed tax base to be
able to support some borough government. How does that
effect the native corporations and the village corporations
in the Yukon and Kenai areas? | want to follow that
argument somewhat.'

Number 669

Ms. Sagerser answers, '"Again, | think that there are few
opportunities to view economic benefits to rural Alaska.

In their probable past record, 1 don"t know how that works,

but I can say that indeed some of these participants are in
desperate need of cash. Some of the things that they are
talking about are things like providing medical services in
their villages. Now I can only imagine that that will help
of providing social and economic benefits by the State as a
whole. I also can point to Cook Inlet, as an example, we
are a successful corporation and we have taken great
strides in establishing foundations, having nonprofit
organizations that can excuse some of that capital to our
shareholders. I can only iImagine that the other village
corporations have those very same desires and wishes to be
be able to transfer some of that benefit to their
shareholders."
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Rep. Sund states, "l just hope the shareholders find a way
to invest it in there area. I think they"re facing the
same problems everybody else is. Cook Inlet has a large
amount of money invested outside the State too. Many of
the village corporations in my area, the ones that have
been successful have got their money invested outside
Alaska. Those that have invested in Alaska have gone
bankrupt. That is an apparent problem with iInvesting
funds."”

Chairman Cotten states, "l think we®"ll try to wrap this up
too. I think Rep. Brown and Springer have indicated that*
they wanted to ask questions.™

Number 691

Rep. Brown asks, ™"Has the..arjcaiDalreadv entered into
exploration ,.development agreements witFT™our”Tndustry
partners?"

TAPE NUMBER 17 SIDE ONE
Number 000

Margie Sagerser, continued: (some of testimony is inaudible
as speaker®s voice 1is very soft) | can.onlv sav that we

feel very  gGomfortable.with the good strong, leaseterms.

Rep. Brown: What 1is the position of your group on sharing
of any revenues that might come to the group through the
7(1) position?

Margie Sagerser: 7(i) sharing, and 1*d like to respond to
Representative Cotten"s question whether BLM determines
7(1) sharing. BLM does not determine 7(i) sharing. Seven
(1) sharing is determined by two documents: the Native
Claims Settlement Act. to begin with and an agreement
between the regional corporations on how to interpret the
positions of the Act. Those agreements essentially say
very specifically which lands or section of 7(i) that we
want. Currently our proposal does not include land that we
traded for revenue sharing portion prescribed by those two
documents.

Representative Cotten: | guess | misunderstood...l had a
conversation the other day with you about it and I thought
you said that the submerged lands would be in it and the
surface lands wouldn™t be, but 1 must have been mistaken.

Margie Sagerser: At this point, the Department of Interior
has only allowed us to put forward in our proposal the
surface estate holdings. Those, and, well the twelve
corporations that are village corporations, they only own
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the surface, so we have only surface lands in our proposal
that is at the instruction of the Department of Interior.
"V /, an mV me 4 =
Number 050

(Tape malfunctioned )

. anm : ;
Margie Sagerser: |1 believe that we are going to make our
appeal to Assistant Secretary.

Number 061

Representative Cotten: I guess that"s what 1 meant when |
thought BLM finally made the determination.

Margie Sagerser: He and Mr. Gilmore will make the
determination of what lands they want to make....

Number 071

Representative Springer: I"m very intrigued with the
whole principal of land exchange. On page 2 it says that
twenty-two native corporations both village and regional,
are involved. Is that from the standpoint of mechanism
instead of ad hoc group or did CIRl take a lead role in
coming together? How did this come about?

Margie Sagerser: Our group has thirteen, there are others
and Mr. Gilmore indicated to you which they were, other
native corporations under there. Some of them are
represented in large corporations so they"re actually share
holders of several village corporations. Our particular
proposal and group was formed on actually the request of
the Department of Interior. They felt very strongly that
they needed somebody to reach to western Alaska to acquire
the critical habitat that we have in the proposal. They
were aware of Cook Inlet®"s past record and the ability to
work with these corporations and to work with them and
encouraged us to put together such a proposal so indeed
they would have a world class habitat to deal with when
they were talking about exchanges.

Number 110

Representative Springer: So the first initiative actually
came from the Department of Interior then?

Margie Sagerser: For our proposal, only for ours. The
others I"m sure got to the table in different ways.

Representative Springer: Okay, 1iIn this by any chance are

Bering Straits and NANA Corporations involved in that too,
or is that privileged information.
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Margie Sagerser: To my knowledge they are not involved in
the exchange negotiations.

Representative Springer: Then there®s actually nothing— 1
probably shouldn®t ask you the question— that prevents
another group to form a multitude of little ad hoc groups
with land holdings that say we"ve got a deal for you.
Another question is are there any native allotments
involved? The reason 1 ask is that in the multitude of
management plans for the different federal holdings there
is a very controversial issue about the desire on the parr
of the Federal Government to absorb the native allotments
which are in different refuge and park systems and are
there native allotment holders which hold right now very
prime property within those refuges involved in that group?

Number 126

Margie Sagerser: Most of the lands are conveyed and in
those conveyances if there were native allotments they
would have been excluded from the conveyance. The village
corporations then do not own title to those. They are only
offering what they have title to. There are areas of
Alaska that have many, many native allotments. I believe
our lands are relatively clear of native allotments. I"m
sure that there some existing (inaudible) but the village
corporations just cannot do more than they have time for.

Representative Springer: Okay, maybe | didn"t phrase my
questions right. In your group here, 1it"s just
corporations---there are no individual allotment holders
that have joined in with you?

Margie Sagerser: Yes. |I"m sorry if 1 misunderstood you.
There are no individuals.

Representative Cotten: Thank you very much Margie. We are
going to try to squeeze, you"ve got a meeting at 3:00...we

got started a few minutes late, so we might run over a few

minutes.

Margie Sagerser: Thank you very much. I appreciate being
able to testify.

Number 156

Representative Cotten: Art Kennedy is here, 1 believe, to
speak for the Koniag Corporation. Welcome.

Mr. Kennedy: Mr. Chairman, members of the committee, I™m
Art Kennedy, 1°m the legislative and governmental affairs
consultant to Koniag, and have been involved probably
longer than most people in the exchange process, dating
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clear back "“til 1982-1983. Instead of reiterating what Mr.
Gilmore and Margie have said on various issues 1°d like to
submit my full reports to the record and briefly summarize
a part that hasn®"t been touched on iIn the extent and then
answer questions.

To begin with, Koniag currently understands the position of
the State, or as we understand it, that it has several
concerns, and the first concern is that ANWR is open for
further exploration and development and production of oil
and gas. Second that the State"s ninety percent share of
revenue not be diminished. Third, that because ANWR is a
federally established refuge that it is not parcelled out,
and fourth, that the state has an opportunity to
participate in development, both as a partner in the
exchange, and as a sovreign. It is Koniag"s understanding
that the exchange will be a positive factor'™ in opening
ANWR. The possibility of the acquisition of many acres of
valuable refuge inholdings as the result of the opening of
ANWR should assist the State®"s iIn an effort to restore the
opening of ANWR.

With respect to the State®s right to share iIn revenues,
Koniag has advised both the Department of Interior and John
Katz, the state®s representative iIn Washington, that this
Is an issue between the State and the United States.
Koniag®"s only concern is that i1t not be required to pay for
one hundred percent of the value of any tract of land that
they receive, only to find out its interest is encumbered.
IT the State is to receive a share of the royalties from
interest conveyed to Koniag, then that fact should be
reflected in the value that Koniag is to be charged for the
tract. Koniag does not believe that the interest to be
conveyed by the exchanges would constitute a parcelling up
of the ANWR refuge any more than a lease sale would have
the same result. Given the nature of the interest in the
acquired, the service remains in the ownership and control
of the United States. The exchange participant would have
no greater right to use the service than a federal oil and
gas lease team would have, and in fact the price to use the
service would be regulated in the same manner as the lessee
would be. In both cases the interest acquired would be
terminated after a fixed period of years and/or the
conclusion of production, whichever is longer. Koniag also
recognizes the concerns that the State has regarding its
right to influence and regulate development in ANWR. It
iIs our belief that the proposed agreements and stipulations
recognize the role of state law and regulation of
developing process. It is apparent that the development of*
ANWR will appear only after circumstances will minimize
environmental effects of such development. Because of
stipulations governing operations on the tracts to be
acquired are expressly subject to regulations which may be
adopted in the future, and as the State and Federal
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Government further develop coordinating the regulatory
process the operation of such acquired tracts would be

subject to the product of that coordination.
Number 221

There are many advantages to the exchanges as seen by
Koniag. The exchanges will provide Congress with an unique
opportunity to acquire approximately one million acres of
critical inholdings in existing refuges. Much of the land
being acquired, as iIn the case of the Kodiak refuge,
represents the heart of that habitat, which without public
ownership, threatens the viability of that refuge. By
returning them to the public ownership, these lands will be
available for use for the general public for recreation,
sports fishing, hunting and other activities, and in a
broader sense, the exchanges provide an opportunity on a
statewide basis to mitigate the impact of development in
ANWR. Rather than being compensated for the environmental
impact solely by the value of the oil and gas produced, the
exchanges provide a mechanism to strengthen other refuges
as well. The opening of ANWR, which normally would be
viewed only in the terras of its environmental costs, now
offers some environmental benefits to the refuge system as
a whole. Because of the possibility of activities on the
exchange tracts in advance of the lease sale, and the
requirement that data so generated be provided to the
Department of Interior, 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 future lease sale. Thus
the lease sale will generate higher minimum bids than
without the information before bidding and bidding should
"be, more. .yigorous because of the highly competitive~posl tiion
Jof the industry.

On the Alaskan scene such early operations should provide
an immediate stimulus to the economy. Exploratory
activities will result in more expeditious expenditures in
the State, and sooner. Rather than waiting for the lease
sale to be held after legislation the State will feel
immediate effects from the operations conducted on the
exchange tracts.

With that, 1 appreciate having the opportunity to come down
to Juneau, and voice Koniag®"s concerns and opinions. I
will try to answer any questions the committee may have.

Number 257
Representative Cotton: Thank you Mr. Kennedy. I have a
couple of quick questions. 111 ask you the same ones |

asked the previous persons in regard to the draft
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agreements. We"ve not had the opportunity to see those and
it appears that we may not? there still seem to be a few
smirks when 1 ask that question, but would Koniag,tMve_any

objection ko the Legishature seeing the draft agreemgnts?

Mr. Kennedy: I"m surprised, Mr. Chairman, that you don"t
have them, because when comments were made by the State,
they were circulated to at least 15 c.c."s, and knowing the
bureaucratic process 1 cannot believe that one of those
copies has not found its way into your office or anybody
else"s. Especially, due to some of the remarks that have
been made to the Press, have direct bearing on someone
having read those agreements.

Representative Cotten: Well, 1 haven"t read them...we"ve
asked for them....

Number 260

Mr. Kennedy: Well, officially you probably don®t have
them, but 1°d venture to state also that that draft that
was circulated that was commented on by the State was a
very early-on draft.

Representative Cotten: We saw the comments...

Mr. Kennedy: Well, the comments were based on a very early
draft. Many of the concerns in there, especially with
regard to the State"s regulatory sovereign powers have been
fully addressed. The draf*”™agreement as now presented
protects. [th,e.”t,a,ter*rIgh-bs~and spates. in effect,” that the
leases will be operating as stipulations apply as per all
existing state and federal law and regulations.

Or*Number 282

Mr. Gilmore: Mr. Chairman, if I might clarify for you. I
think 1 might have unfairly put my state colleague on the
spot. That agreement is still .not available. 1 will

follow through with my promise that 1 will"oret it for you
as soon as it is available. I was reminded by tKose~wHo
Mrtferd’ed the last negotiating session that my confusion was
with the stipulations in the agreement, so I will get it to
you as soon as it is available.

Representative Cotten: When will that be?

Mr, Gilmore: I will have to call you on the phone and tell
you that, 1 don"t know how close we are to finishing it up..

Representative Cotten: Mr. Cha-trmarr, will that be before
It is signed? ‘ n
Wt
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Mr. Gilmore: I can®"t honesl
don-t know that youP"li'see It before i

Representative Cotten: Who is objecting to the Legislature
seeing 1t?

Mr. Gilmore: Well, 1t is a contract being negotiated
between private parties and the government, and for that
reason the government has a responsibility to keep portions
of that negotiation confidential.

Representative Cotten: Some of the other parties don"t
mind, sSoO...

Mr. Gilmore: Well, if that is the case, 1"m sure that it
can be worked out.

Number 301

Mr. Kennedy: Chairman Cotten, 1 would like to compare your
request to the next time you are in a business deal,
selling your house, or buying a car, we ask to come down
and view the document and comment on it before you sign it.

Representative Cotten: Who would like to see it, I™m
sorry?

Mr. Kennedy: Anybody who"d like to...
Representative Cotten: Between two private parties?

Mr. Kennedy: A contract between two private parties should
be kept that way until....

Representative Cotten: There®"s one private party here, and
one not-so-private party. The United States Government is
not a private party.

. Kennedy: It may be viewed that way, but until there is
agreement 1 think that the negotiations should remain in
a confidential nature. - —E—

Representative Cotten: Well, that"s been part of the whole
problem, it"s been shrouded in, 1 shouldn"t use the word
secrecy, but nobody knows what®"s in these agreements and if
we have to wait until they"re signed, sealed and delivered
until we get to see them, we have very little chance of ...
Mr. Kennedy: You®"ve dwelled on a very important note
there, i1t will not be signed, sealed and delivered before
you get to see them. All the agreements that are being
signed are predicated upon being ratified by Congress and
they can be changed by Congress.
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Representative Cctten: Oh, they can be?
Mr. Kennedy: Yes,...
Number 317

Representative Cotten: One other question, 1 wanted to ask
you who are the industry partners of Koniag.

Mr. Kennedy: 1 can not tell you that at this time because
my understanding that my clients, Koniag, have signed
confidentiality statements with their partner and before |1
could tell you I would have to ask them permission to do
SO.

Representative Sund: | guess that brings up the old point
here, we're beWwy aslked to either approve or disapprove the
whole land exchange concept without being able to see what
the terms of the exchange are, and 1 find that real
difficult to do. 1 don"t know what assumption to take,
whether 1 should assume that we should support land
exchanges and pray that you will take the State"s best
interests at heart, or whether we should just disapprove
land exchanges until somebody wants to come forth and tell
us what part of the deal 1is.

Representative Cotten: Of course, the point is, we don"t
get to approve or disapprove but we"re being asked to
support. ...

Representative Sund: -...support the concept without being
able to see what the impact of state government is going
to be,

Mr. Kennedy: Representative Sund, may 1 respond to your
question. We are not asking you to take a position on the
exchanges until you have seen the drafts. I don"t know
what the rush of state government, the Governor, or the
Legislature is to approve or disapprove agreements that you
have not yet had the time to look at and review. There is
ample mime from the time they"re signed and signed in
tentative form and presented to Congress and Congress makes
a decision on 1t. Congress makes a decision on whether
there i1s a land exchange, and the State Legislature and the
Governor and everybody else can voice their opinion to
Congress on whether to approve or disapprove. To come out
at this time to make a judgement you don"t know anything
about seems kind of not understanding the whole process.

Representative Cotten: Well that"s why we®re here, trying

to understand the process, trying to make a case for
(inaudible) and what the State"s best iInterest"s are.
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Mr. Kennedy: I think the State®s best interests are in
opening ANWR.

Number 350

Representative Herrmann: I don"t know who to direct this
to, but as far as 1 understand, the State 1is part of the
negotiating, that they are involved in the negotiations.
Isn"t that right?

Mr. Kennedy: Yes. Yes, the State is a part at the table
at this time as a full member, exchange member. I have
been to every exchange meeting that involves a group exceDt
one -The™™e 1”y”~t_the tabie .with, the, group; they
have all the information that every other,member ancT if you
with to "make’a request of them For this exchange' document,
the basic one, the model one, it"s up to them whether they
want to give it to you or not, but each model agreement 1is
going to be changed to suit the individual group needs. |
mean, Koniag®™ agreement won"t look like Doyon®s, except in
the overall framework, or the State"s who are given
different requirements.

Number 365
Representative Navarre: ITf we don"t take any action, if we
don"t approve to support or not support....the land

exchanges, then in effect, we"re approving them.

Mr. Kennedy: No, I"m saying that we suggest that you hold
your approval or disapproval until you have a chance to see
the agreement.

Representative Navarre: Right, and that"s going to be
after the fact.

Mr. Kennedy: But the agreements are strictly an intent
that will become fact only after Congress ratifies them.

Representative Davidson: Mr. Kennedy, you stated that you
had been to every meeting except one and that now the State
was iIn fact at the table. 1 was just wondering what
percentage of the dealings would you say the State was at?

Mr. Kennedy: Okay, the chronology of events that took

place as far as meetings....Konjag early on, three, four
years ago, were at the table”y themselves. VE‘trie“d~to
~get other regions involved. The ottier‘regions didn"t show *
interest at that time. After many, many months of dealing
one-on-one with the Interior Department other regions
started showing an interest, the plan the Fish and Wildlife
Service laid before, us were that we could not just bring

any land and dump it on them. They wanted valuable
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habitat, one. Two, that habitat had to be an inholding
from an existing refuge, and three, it had to reflect
future protection of an habitat resource, and so they were
limiting who could come to the table, under that scenario.
BUE ,,,,abp.ut"JAg.t—May # ~a”lagge”~qroup~did~et to”ether”
thgee, , . . Mpiitpint3a™m™j3ent, and someTrTsErpeople,
four of the present exchanges and several who
aren"t here now because they had nothing to offer. And, it
got to be a circus to the point that Koniag volunteered to
do all the ground work in preparing the model agreement.
That was done throughout the summer with negotiation with
the Department of Interior, and then this past fall a
meeting was called and all those were at that one meeting A4-73
and anyone else that was interested to come and go over
that draft and begin negotiating on stipulations and other

aspects. There has been about a meeting a month since N
September that all participants have been at. JChe State-’s N
been at all of them, 1 think, since October. "7

- N
Representative Davidson: So then all those meetings that ~ 0d

you"ve been to, what percentage would you say the State was
at?

Mr. Kennedy: Group meetings 1°d say two thirds of them.
But the State iIn the meantime has been meeting one on one
with the Department of Interior and exchanging
correspondence, and also, every time we had a meeting in
Washington we would trot up to Capitol Hill to call John
Katz and tell him what we were doing.

Representative Davidson: My understanding is that you said
you were involved iIn this process since 1982?

Mr. Kennedy: 1983 as far as the exchange of Koniag lands.

Representative Davidson: I still don®"t understand what
percentage of all the meetings you went to was the State at
the table.

Mr. Kennedy: Out of all these that 1 went to, 1°d say
probably, all of them back to 1982, probably ten to fifteen
percent.

Representative Shultz: I just want to know approximately
what time, when did the State get involved? How many y
months ago?™ — =

Mr. Kennedy: 1 can only speak for when 1 knew they were
involved at our meetings, Tactually, and that was
beginning, 1J7elieve in September. But 1 know they had
some conversations with some of the State®s people, They
had gone to the Department of Interior as long as a year
and a half ago to present a proposed exchange.
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Representative Cotten: We"ll be hearing from the State
people.

Representative Navarre: Dovyfikandj”™”"

access to the Ka%ﬁﬁMﬂ%M%Mﬁﬁ%>

Mr. Kennedy: I can"t answer that because I1°m not sure who
the other partner Iis. I was not privy to negotiating the
oil company partner, asi"-ciate, whatever you want to call
it, contract; 1 don"t >, that®"s not my role in this
process.

Representative Navarre: You mentioned that before you
could tell us who your partners are, you have to ask them.
So, would you ask them and get back to us with a response
yes or no?

Mr. Kennedy: Yes, | will have them respond one way or
another.

Before we"re done talking, could I fill in one blank that
was brought up earlier. [It"s a question about recision.

Mr. Gilmore didn"t have the information on that, I can
give you some broad understandings on that.

Representative Cotten: |1 prefer to wait as a lot of people
are expecting the hearing to be over at 3:00. 111 wait
around after the State testifies, but 1 want to keep as
close to schedule as possible.

Mr. Kennedy: Thank you very much for the opportunity.

Representative Cotten: Please stay with us 1f you can.
Mr. Swope, will you join us? Yes, Rod Swope is with us
from the Governor®s office, and John Katz, |1 believe, 1is
still on the line, from Washington D.C., and I will turn
the program for the administration over to Mr. Swope.

Number 455

Mr. Swope: Thank you Mr. Chairman, Members of the
Committee. I commend you on some very well informed,
pointed questions. Also with us is Tom Hawkins, with the
"Division of Natural Resources. 11l just very quickly say

that, as you know, the majority of the discussions
regarding land exchanges recently have occurred back in
Washington D.C., so in terms of the sorts of questions
you"re asking 1 think that John Katz, as well as Tom
Hawkins, who has participated in most of those meetings,
should have the answers.
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I know a question that you"re going to want to know an
answer to so 11l go ahead and give it at this time. At
the outset the State

encEaj™MSILWUITPIT™I releconference wfthair of the Native
Corporations we did express a concern that the land trades
may not be in the overall best iInterests of the citizens of
the State. In response, the native corporations requested
an opportunity to provide the State with additional
information. Since that time we“ve met with both CIRI and
Doyon to discuss the land trades with them and hear the
information they®ve had, and 1 think that at this point
it"s safe to say that ve_x"a,in_oi)En "

regard to land exchange.

Representative Cotten: So could 1 interpret that, 1 mean 1
don"t want to ask you if you®"ve "quit beating your wife" as :
Mr. Gilmore suggested that 1 ask him, but would you, sav Crfaj£

that the State has endorsed iIn any way, shape or form, the A
lan™€racteS7 - .- = />

Mr. Swope: No, I,would not.. 1 think that I would prefer
to say that'the State does not have a position on land
trades at this time. We do have concerns, and 1 think that
some of them are concerns that the committee has. We are
certainly concerned with the overall interests of the
citizens of the State, so 1 think that until we are
persuaded that the land trades either are in the best
interests of all citizens of the state, or not, we are not
inclined to take a position.

Did you wish to have someone else iIn the Administration
speak today?

Representative Cotten: I"d like to have both Tom Hawkins
and John Katz come up on some of the specific comments you
had . Tom, why don®"t you go ahead and take that seat.

Number 486

John Katz, via teleconference from Washington, D. C.:

. - -published in writing and I think that will establish a
context which will then permit Mr. Hawkins to talk about
some of the specifics of the land trade documents.

Teleconference operator: Mr. Katz, is that you speaking
right now?

Mr. Katz: Yes, 1t Iis.

Operator: |1 believe Mr. Hawkins was going to go first, but
111 defer to the Chairman.

Mr. Katz: No, he"s not. We talked iIn advance.
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Representative Cotten: John, we missed the first part of

your remarks here, so if it is the Office of the Governor-s

intention for you to speak first, that®"s fine with us, but
we did miss the first part of that sentence so would you
please start over?

Mr. Katz: With your permission 1 will address about four
of the questions which you posed in writing to the
Administration, and then 1 think that will set the context
in which Tom Hawkins will testify and he and 1 have agreed
upon this order in advance.

First of all, with respect to state policy, Mr. Swope
accurately reflected what that is, but I want to translate
It Into the context of the actual negotiation back here.
As he indicated, the Governor indicated some previous
position against land trades. The native corporations
indicated that they were in possession of information that
perhaps the Governor had not been made aware of; he
indicated that he would like to have that information.
Some of it has been submitted, some additional information
will probably be forthcoming and he has suspended judgement
on the trades until he has an opportunity to review the
full spectrum of materials. In terms of how that has been
translated here, we have said to the Interior Department
officials and to the native corporations that we have not
taken a position with respect to whether these land trades
are iIn the national interests, or iIn the states best
interests. However, .unless and until a negative decision
is made we will participate in good faith"at~the~™"""%*
-negotiation table in an effort to try to improve the three
.land exchange documents “hat”~r~under” o ™ iHgfTbTrr* In"™
Tfact™the™State has been participating as both & landowner,
that is as an entity with lands on the table, and also as
the sovereign, that is as the representative of the peo™. le
of Alaska.

I want to briefly trace through the chronology of how long
the state has participated and what that participation has
entailed. Incidentally, 1in this regard, 1 have
corroborated this chronology both with officials at the
Interior Department and with officials at the Department of
Natural Resources.

.The State Tirst began, to hear rumors,, about the land trades
approximately two years ago. . Those rumors manifested
themselves concretely®when Interior Department land
appraisers showed up in Interior Department and DNRoffices*
probably about 18 or 19 months ago.

In August of 1985, when Assistant Secretary Yl-Fe«n was
in Alaska, he visited with Governor Sheffield and told him
about the existence of native land trades. About the same
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time he cooperated with me in this office, .those land trade
discussions were, in fact,..taking p~ace. There were soriTr™
Very in€ermi"t "tent;-01"scussions between state and iInterior
officials after August, but they were not in the form of
negotiation, and we were not then at the table. In
November of 1985, Regional Director Gilmore wrote the
Governor and basically invited the State"s participation in

the land trade discussions. In December of 1985, the
Governor wrote back designating Tom Hawkins as the lead
contact point for the fcate. |In January of 1986, Mr.

Gilmore responded in writing acknowledging the Governor®s
letter and acquiescing iIn the State"s involvement.

In February of 1986, the Department of Natural Resources
wrote a letter to the Interior Department proposing the
possibility of the examination of approximately twelve
million acres of land.

In March, Mr. Gilmore wrote back and he prioritized the
State"s twelve million acres in terms of the federal
interest In that acreage, and basically he said that the
only acreage that-he was extremelv/~interested in at™ that
point iIn time .was™.acreage within, the._Tetlin _National,
Wildlife Refuge, and expressed lesser iInterest in some
other acreage.

From that time until October of 1986, there were either
intermittent discussions between state officials and
federal officials, not so much in the form of negotiations,
but to keep up contacts about how the land trades were
going. There were a couple of written out contacts, but
most of them were verbal.

During that.,.entire period jgfLtime, the State was trying.. to
elevate i1tS-narticipation_to_the level enjoyed"by the
"~li5give Corporations. We knew that the "native corporations
Were dealTng’at...ke.vJpolicy levels here ~-gndWa™hjnffton D.

and as quickly as possible we wanted to make" the "transition
between the discussions we were having in Alaska, which we
felt were a. back channel, to the real discussions which
were occurring'back hereT

In October of 1986, Assistant Secretary Horn acquiesced in
the full _fledged...participation of the state of Alaska 1in
tHe~~dlIscussions.mbath. .as,,sovereign and as land owners®. : The
Cirst really concrete manifestation oFChat“involvement
occurred early in December of 1986 when in fact the State
for the first time was present at the negotiating table in
possession of all the documents that had been made
available to the native corporations involved.
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Subsequently, 1in January, 1987, there was a one week series
of meetings again in which the State participated as a full
partner, and once again in February, there have been a
series of discussions just recently completed in which the
State was a full partner.

On February 23, the next round of discussions has been
scheduled here in Washington. I think it iIs safe to say,
and this view is corroborated by every other participant in
the process with whom we®"ve .poken, that irrespective of
the history, and frankly of the difficulty of the State
~insinuating itself_as a full "Fledged partner In discussions
.until November, that we nave lost no opFiohs™"fTTfhe”process
and in fact every option that is available to a native
corporation or the federal government is still available to
the state of Alaska at this point iIn time.

Now, with respe to future timing we are advised that on

or about Marsh. £, the Interior Department deSikpgz,to;TSegTii ~

the tractT selection process, and that that process will
continue from MarclT2To approximately March 24. On March
2, 1t is expected that there will be agreements in
principal among the parties and with the Interior
Department. Assistant Secretary Horn has indicated,
notwithstanding that time frame, that no land trades will
be presented to the Secretary of Interior for consideration
until the Secretary has independently reviewed and made his
comments to Congress within the context of the so-called
10-02 report. After that, the Secretary will be called
upon to consider the land trades and may present one or
more of those to the Congress. The timelines 1 have
outlined are verv”y.erv constrained,, and 1 think after you
have heard Tom Hawkins testimony you may well wonder
whether all of the problems can in fact be resolved prior
to the timelines involved.

With respect to the legal basis of these trades both for
the federal government and for the state; with respect to
the federal government the Interior Department seems to
maintain that it has the administrative authority to
execute th ise land trades but it has made it very clear
that it"s a matter of policy with the Congress that no
trades will be approved on an Administrative basis but in
fact they will be submitted to Congress for review and
ultimate approval. On the State side of things, we have
made i1t very clear in the context of our discussions that
these land trades must come before the state legislature
for approval.

There are two alternative modes for that consideration.
One is the process that is provided in AS 38.50 which is
the generic land exchange statute which governs relations
between the executive branch and the legislature. That
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process calls for a very structured series of steps
involving first the executive branch in terms of the
compilation and analysis and presentation of information
and then subsequently the review of that information by the
legislature in the normal legislative process. And,
incidentally that is the procedure we would prefer to
follow.

The second possible mode involves the presentation of the
land trades to the Legislature at the time when they have
crystallized. The only reason for pursuing that mode is if
the timelines that are set by the Interior Department and
the Congress will not admit the more structured and more
elongated 38.50 process.

With respect to a couple of points that have come out in
prior remarks. First, the confidentiality of the
negotiations and the distribution of documents. It was
made very clear to us, | would say almost as a precondition
of our participation, but certainly as an extremely
important component of our participation, that we were not
to distribute or make available successive drafts of the
land exchange documents. We felt that, a bit uncomiortable
with that, and wondered iIn our own minds whether that
procedure is even complying with federal policy regulation,
but it was not for us at that point to make trat
determination. However, in terms of our own State Freedom
of Information Act, we felt that any material which the
State produced was in fact available for public scrutiny
under the terms of the State Freedom of Information Act.
And iIn fact, have made those documents available upon
request. Now those documents are in a form where
encumbrances, extrapolations to the documents themselves,
can be made. So, to summarize our position here, we are
divided by the ground rules that we thought existed with
respect to federal documents and recognizing that those
documents are evolving over time and with respect to the
State"s documents we have in fact made those available. I
was_very pleased .to_hear what Mr. Gilmore said earlier
gjoout the possibility of federal distribution of their
documents. In our judgement®the“pubric”~bnsTderati porr-of
debate would be benefited i1f in fact that was permitted to
occur .

With respect to another point asked by the Committee, we
early-on suggested the possibility of Interior Department
consideration of State and other inholdings within National
Park areas. That proposal was rebuffed by the Interior
Department on the grounds that this was basically a program,
and a mandate of U.S. Fish and Wildlife Service in an
effort to remove inholdings within National Wildlife refuge
areas, and that Park Service inholdings might be considered
but they would be considered iIn a so-called phase two,

later round. That made us somewhat uncomfortable because
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we don"t know how the tract selection process will work or
what may be available in a later round.

Finally, with respect to the issue of an overriding
royalty, we have requested on numerous occasions that the
Interior Department include an overriding royalty in the
land exchange document. We did that, recognizing that we
really weren®"t impairing the interests of native
corporations so long as, as a prior witness said, they are
not penalized or "dinged" for the fact that the State was
able to acquire an overriding royalty interest. The
position that we have advocated has been adamantly and
consistently rebuffed by the Interior Department. We
continue to advocate i1t and are hopeful that there will be
some additional flexibility iIn that process.

1 think, with that, Mr. Chairman, 11l turn this back to
you and Mr. Hawkins.

Representative Cotten: Thank you John. Let me ask one
quick question, and 1711 turn it over to Mr. Hawkins.

I want to make sure | understood you correctly. Did you
say that the Legislature would need to approve the trade
before the administration could support them?

Mr. Katz: No, Sir. What 1 said was that under state law
the executive branch is obligated to submit the trades to
the legislature for approval under either 38.50 or some
other process. Of ccv.rse, the executive branch is free to
take an affirmative position with respect to the trades
without legislative approval but those land trades cannot
be executed and finalized without legislative approval.

Representative Cotten: You"re just talking about the state

land, right?

Mr. Katz: Yes, Sir, that"s the fact of the case.
Representative Cotten: Thank you very much, John. 1*11
ask Mr. Hawkins to supplement your remarks with any
comments he has.

TAPE 17 SIDE TwWO
Number 001

Tom Hawkins: Thank you Mr. Chairman. It"s good again to
be here.

John Katz has delivered an accurate summary of the

chronology of participation by the state of Alaska in the
talks concerning the ANWR exchange. He has also usefully
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augmented Rod Swope®"s description of the State®s policy
position on these matters.

Our view is that if ANWR is to be opened by Congress, the
State must search for ways that enable the Interior to
pursue all of its goals. At this time, Interior appears to
have as goals: assuring environmentally sensitive oil and
gas exploration and development on a portion of the Arctic
coastal plain, and enlarging the refuge system generally by
reducing inholdings. Recognizing these goals, we have
advanced lands for inclusion in that refuge system in
exchange, or possible exchange, for oil and gas rights. We
have reviewed planning by Interior for the trades
generally, met with the native participants, and avoided
condemning the actions contemplated, despite the loss of
potential royalties to the state.

We have, however, raised what we consider to be substantial
questions about the process for planning for the exchanges,
and criticized specific elements of these plans. Five
general areas of attention, primarily detailed in the
documents before you, are, FTirst: we are very interested Iin
maximizing the State®s stake, or potential opportunity to
participate. Second, we h,ave been extremely " concerned- »
“about~"the~" stipulation and mitigation strategies design by
~nt-ertor''to-deal "~with this particular development. Third,
we"ve been very interested in the tract selection process
and have had some concerns about how conflT.cTT "re~soTution~
would ensue during that program. Fourth”,"~we've pam
particular attention to the contract and elements of the
contract which give diT?erent“segmehts' of the State
interests particular cause for concern.

Finally, we have discussed earnestly, the issue of

timelines.

As said, a precise analysis of the exchange plan was

«erpri to interior bv the State in late December, and

~early_ulanuary. There has been progress on a number of
concerns we raised. For instance, on the matter of
identifying state lands of interest to Interior, we
initially and in conjunction with the Department of Fish
and Game, 1identified twelve million acres primarily
valuable for habitat purposes, for consideration by
Interior. They came back, initially, with a prime interest
in about 100,000 acres. Over the ensx ing time, we have
discussed back and forth what state lands would be of
interest.

I provided you a map and a listing showing general
locations and listing the particular categories of state
land looked at by Interior and then in the list I"ve listed
those parcels that Interior showed interest in, up through
number 10. Parcels 11, 12, 13, 14, and 15 are a part of
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the discussion but actually appraised by us, but have not
been accepted to the negotiations themselves. From where
we started to where we are today, in terms of the size of
the state"s potential stake, we"re looking at roughly
792,000 acres.

Second, we"ll discuss the matter of stipulations. In the
December meetings, when we were presented with the Ffirst
set of stipulations, we had concern that those stipulations
and mitigating strategies were not consistent with the same
idea or stipulations advanced 1* the 10-02 report. We
raised those concerns and in those documents offered a
number of problems the state had. There has been continual
progress towards improving those stipulations, those
environmental standards, and particularly recently the
Department has made it abundantly clear that the results of
the statutory opening of ANWR and the results of the 10-02
report will be the standards for activities, so on the
issue of environmental standards we"ve seen some progress,
and we"re pleased with it.

Our third area of concern is iIn the tract selection
process. That concern breaks down into two segments. One,
the valuation questions, which you raised and discussed
earlier. We are....not...certain that, the .Bureau of Land
Management has sufficient information to make an accurate
valuation Of'the subsurface values. Second, iIn terms of
the valuation of the surface interest, iIn other words the
interest to be acquired by Interior, we"ve been pleased as
the standards which allow the land value to be established
have evolved, but essentially, Mr. Gilmore did a good job
of describing that fair market value and additional
considerations both went into that valuation process, and
so the establishment of a standard government appraisal was
one aspect of those values. There were additional aspects,
including comparative purchases by Congress, like the
Pribilof Island example, and other attributes, as those
have been defined, and as the Interior Department has
explained that State lands would be valued and treated like
other lands being considered, we have less concern about
the surface valuation process. A second..part.of the tract
sel.ectiPD-proc.ess. thatis. ,made...us...nervous is the dispute™~ancf
the resolution, mechanism. Our, primary concern which is in
our documents is...that we believe, that the discretion to the
Secretary of interior as to which methodology for choosing
betw*eehPcOnfl"icting nominations or bids for parcels, is-too
arbitrary; We"ve always preferred competitive bidding.

The fact that lottery and refuge acquisition values are
also choices for resolution, and the choice of those
choices ". available to the Secretary has us concerned us.

Turninc ;he contract, you have heard in detail a number
of thim, about the contract. Two particular flavors of®
concern have been advanced by the State. One of those is
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in the preemption area? the preemption of rules,
state authorities. They break down into areas*® T ;7231?ler
rights, subsistence, jurisdiction of other state agencies
and the submerged lands questions. We think we"ve made
good progress in the area of water rights. We continue to
have difficulty with some of the subsistence easement
language because we believe that it preempts language which
currently controls that situation. As far as jurisdiction
its another area where EPA, DEC, Fish and Game, Fish and
Wildlife Service, Alaska Oil and Gas Conservation
Commission are groups with overlapping jurisdictions, and
we think that the Department of Interior has made
considerable progress towards dealing with this particular
preemption issue.

Finally, submerged lands as a preemption issue. One, we"ve
identified potential submerged lands, conflicts on the
10-02 area on the coastal plain. We also have the
situation dealing with submerged lands within lands that
the State might offer to the Fish and Wildlife Service and
whether the State can convey those to the Fish and Wildlife
Service. So far we"re not satisfied that those potential
ownerships of the State have been segregated in this
process, and we have continuing concerns there.

The second flavor of our contract concern has to do with
the area of the interest conveyed. The State is somewhat
different than the other players iIn this process in that we
don®"t have yet an industry partner and consequently we"re
faced with the perhaps opportunity of leasing to a third
party at a later time, lands that are subsurface interests
that we might acquire inside the refuge. Our concern is
that the interests offered in the contract are not
sufficiently clear that our oil and gas attorneys, both
private consultants and existing attorney general analysts,
believe that its worth as much as a normal oil and gas
situation. We are requesting additional attention to that
particular interest. Finally, there are a number of
technical oil and gas concerns iIn terms of compensatory
royalty per drainage provisions that concern that same
segment of the state analysis team. Those Iissues have been
raised to Interior and we are eager to see a lot of
additional attention paid to it.

Finally, the fifth point, and I believe the last unanswered
of your questions, is the issue of timing. There i1s a lot
of work and a "barely-constrained schedule. Our experience
today has been that Interior has flexed as problems have
been encountered and we®"ve had the opportunity to address .
them and work them out, and we continue to look for that
opportunity as well as expand major energy to achieve an
analysis of the situation so that we"re iIn a position to
decide whether or not to proceed. Thank you.
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Number 247

Representative Cotten: We"ve got about two and a half
hours in. I"m going to try to get out of here in a few
minutes. I think that next Thursday we have another
hearing on general, topic of environmental and local hire
iIssues. We have Tuesday open if the committee has
interests iIn asking the State people to come back and
answer more questions. IT you do have a couple of
questions, it"s fine now, but I would prefer to shut the
meeting down in the next few minutes.

Representative Shultz: I just want to go back to one other
question. 450 million dollars is going to be spent, and 1
don®"t think it"s a state question and again it has to go
back previously. The question 1 asked: the lands that are
going to be utilized for the back scatter radar that are
presently sitting in the refuge; are they in fact part of
the negotiations, or not?

Mr. Hawkins: My staff has followed the back scatter radar
and we"re fTamiliar with the sites under consideration by
the Air Force. It is my understanding at this time there
isn"t a conflict between the state lands sought by Interior
in Tetlin and the proposals of the Air Force, but 1 will
research that and hand you maps that show if that conflict
does exist.

Representative Shultz: It is my understanding that the
second choice 1is all iIn the refuge at the present time,
it’s all federal. That"s the question. That"s the
question 1 was trying to get to awhile ago. Is the federal
government, when you®re asking and when you"re negotiating,
are you folks taking into account that the possible sites
that may end up being on refuge land when you®re talking
about the land swap?

Mr. Hawkins: Yes, Sir.

Mr. Davidson: Yes, 1 just was wondering if we could get a
copy of Mr. Hawkins®™ remarks.

Mr. Hawkins: Yes, they“"re yellow now, but 1”11 have to get
them.

Representative Brown: Tom, is what"s happening here that
sometime between now and late March there will be either an
agreement reached or not reached and if the State and
Interior do not come together on an agreement the process
will proceed without an opportunity to acquire lands in
this way? Is that correct?
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Mr. Hawkins: Mr. Chairman, Representative Brown, that
appears to be correct. There will be other phases perhaps
but there®s a train that"s on a fast track, and there-"s
probably other trains. The Ffirst train seems to be the
one, if you"re going to participate, the one upon which
you"d like to be aboard.

Number 295

Representative Cotten: Somebody mentioned to me that there
IS a recent correspondence from Secretary Horn to the
congressional delegation and the Governor that would be of
interest to the committee. Is that available?

Mr. Katz: There 1is in fact such a letter. We can make it
available to you. It basically lays out iIn slightly
greater detail the chronology that 1 just provided the
committee and then talks a little bit about the timing, but
we can get it to you forthwith.

Number 311

Representative Cotten: Apparently we already have it and 1
didn®"t know it. Thank you, John.

IT there is nothing else, we are adjourned. (3:28 p.m.)

HOUSE RESOURCES -55 02/13/87;



POUCH V
JUNEAU. ALASKA 99011
(907) 465%3713

COMMIT TEE ON RESOURCES

1987

The Honorable William Horn

Assistant Secretary for Fish,
Wildlife and Parks

U. S. Department of the Interior

Washington, D. C. 20240

Dear Secretary Horn:

We are writing to invite you or a representative of your
office to appear before the House Resources Committee of the
Alaska Legislature on the issue of proposed land trades in the
Arctic National Wildlife Refuge. Our meeting on this topic is
scheduled for Friday, February 13, from 1:00 - 3:00 p.m., in
the State Capitol Building.

Several members of the Committee and other legislators are
deeply interested in the land exchange proposals. At this
time iIn our consideration of HJR 9 (enclosed), it would be
very informative to have the Interior Department come before
us to:

(D describe any proposed/possible land exchanges in ANWR,
and their possible national and state benefits;

(@ explain the proposed land exchange agreements;
(3® describe the land and subsurface appraisal process; and

@ explain why inholdings in national parks have not been
included in the proposed exchanges.

The meeting will not be limited to these issues, but we expect
discussion on at least these topics and would be most
interested in starting out with a briefing by Interior
Department policy makers.

We look forward to your response and appreciate your
cooperation. Please contact Representative Cotten"s office to

arrange any details.

Sincerely,

- ( |/<-.v—v-/'
Rep. Sam Cotten Rep. Adelheid Herrmann
co-Chairman co-Chairman
(907) 465-3711 (907) 465-4942
SC:smc



Alaskan Land Proposal

Stirs High-Stakes G ame

By WALLACE TURNER

Special to The New York Times
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StirsHigh-Stakes G ame
By WALLACE TURNER

Special U>The New York Times
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Plan

By Harry McFarland
Times Business Writer

The state’s chief land man-
ager on Saturday offered a plan
that could guarantee Alaska a
share of billions of dollars in
royalties, rents end bonuses
from any oil that may be pro-
duced in the future from the 1.2
million-acre coastal plain of the
Arctic National Wildlife Refuge.

The plan would cancel pro-
posed land trades between the
U.S. Fish & Wildlife Service and
17 native corporations. Gov.
Steve Cowper has pulled the
state out of the land trade talks
because he says the talks are not
in Alaska’s best interest.

Representatives of the federal
government and native corpora-
tions questioned the need for the
state’s new plan.

Proposal

On land owned by the native
corporations, any state revenues
would be limited to severance
and corporate taxation — there
would be noroyalty earnings.

“From a strict revenue per-
spective, there isno combination
of exchanges which could pro-
vide equivalent (to the status
quo) fiscal benefits to the state,”
Gaiy Gustafson, director of land
management in the Alaska Divi-
sion of Land & W ater Manage-
ment, told state senators during
hearings on Saturday.

“In other words, any ex-
changes reduce the state’s share
of potential bonuses, royalties
and annual rentals,” Gustafson

would allow natives to swap

said.

Under provisions of the state-
hood act, Alaska is guaranteed 90
percent of the earnings from fed-
eral lease sales, though some
members of Congress are now
seeking to reduce the state’s
share of those revenues..

Under the state’s proposed
plan, native corporations would
bid for federal leases like an oil
company would with “assigned
value” land iather than cash.
The state would still collect 90
percent of the revenues under
this bidding system.

The state proposal would also
include a provision that would
allow the natives to retrieve

may gain share o

their traded inholdings if no oil
were found on the ANWR tracts
they acquired or to retain credit
to be used in bidding in other na-
tional lease sales, Gustafson
said.

A 1983 land swap that gave
nearly 100,000 acres in subsur-

face rights to Arctic Slope Re-
gional Corp. would not be af-
fected by the state’s plan.

“The whole premise (of the
state’s plan) is built on the 90-10
split,” said Jim Doebel, associ-
ate regional director of Fish &
Wildlife and chief land negotiator
for the federal agency. “Nobody
I know believes that will hap-
pen.”

land for leases

Doebel declined to comment
further, saying a formal Fish &
W ildlife opinion may be drafted
later.

“How does that (tne state pro-
posal) accomplish any better
what we’re doing now?” said
Judy Meidinger, an official of the
Kodiak-based Koniag Inc.

Koniag has offered 107,000
acres of inholdings in the Kodiak
National Wildlife Refuge for the
right to acquire access to ANWR
land.

Any land swaps between the
federal government and native
corporations will have to receive

congressional approval. Con-
gress als" will decide whether to
allow any oil and gas exploration
in the arctic refuge; a draft U.S.
Department of Interior report
recommends that drilling be per-
mitted in the coastal nlain.

Gustafson, who was tilt
state’s chief negotiator when the
state was offering 845,000 acres
of lands, said the proposal was a
suggestion and r.jt an absolute.

“Itisa way,” he said, “but not
the only way.”

As evidence that the state is
flexible, he offered a second pro-
posal in which Alaska would ne-
gotiate a royalty shave from
native corporations in exchange
for Cowper administration sup-
portofland trades.
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Section 11. Mineral Rights. Dlsoover and appropriation shall be the

basis for establishing a ri those minerals reserved to the State
which, upon the date ratl |cat|on of this constitution by 1he people _of
Alaska, were subject to location under the federal mini lans.  Prior

discovery, location, and filing, as prescribed by law, shall establish a
prior rrgLTt 1o these minerals and also a_prior ri to _permits, leases ad
shall depend - the 1:O::l’oﬂ‘le'r of IonI labo muatﬁ%n paymerrtorf ofn

u mance annual r, or .
rents, or roy:ra)i{]ieﬁ gle’ upon _requirements as may be prescribed by lav.
Surface uses of land by_a mineral. claimant_shall be [limited t those
necessary for the extraction or basic processing of the mineral deposns
or for both. Discovery and appropriation shall initiate a right eéeCt
to further requirerents of law, to patent of mineral lands fauthorlz b{
the State and prohibited by Congress. The provisions of this section shal
apgly 1 all other mineralS reserved to the State which by law are declared

ect to appropriation.

Section 12. Mineral Leases ad Permits. The legislature shall provide

ﬂEIM‘Ce typesarﬂtenmofleases for coal, oil, gas, oil shale,

potash, sulfur., pumice, and other minerals as be

rescrlbed %I Leases and permits_giving the exclusive right of

exploratlon these minerals for specifiC periods and areas, subject to
reasonable concurrent exploration as to different_classes of mirerals,

be authorized lav. lee Ileases ad permltgnglvmg the exclusive rlﬁ

of prospecti similar methods for al
mlneprals rraynglso be rlzed by lav

Section 13. Water Rights. All surfaoe and subsurface waters reserved 1o
me people for common use, _except mineral and medicinal waters, are subject
appropriation. Priority of appropriation shall give prior right.
Exoept for public water SLppIy, an approprlatlon of water shall be limited
stated purposes and subject to preferences among beneficial uses
ooncurrerrt or otherwise, &5_prescribed by lav, axd t© the gereral
reservation of fish and wildlife.

Section 14. Access to Navugable Waters. Free access to the navigable or
ptbllc waters of the State, defined by the legislature, shall’ not be
denied citizen of the Unlted States or resident of the State, ex
that the Tlegislature may be ral lav regulate and limit such access

other beneficial uses or public purposes.

Section 15. No Exclusive Rlﬂht of Flshery exclusive right or
special cr?rw“%tec’f fishery shal ited Or authorlzed in the natural
waters This sectlon does not restrict the poner of the State
t limit entry into any fishery for purpose of resource oonservatlon to
prevent _econonic distreSs among “fishermen and those dependent u;laon for
a_livelihood and to pronote the efficient development of aguaculture iIn the

Section 16. = Protection of Rights. person shall be imvoluntarily
dlvested of his_right to the use of waters his Intersts in lads, or
rovements affecting either, except for a superlor beneficial use or
aN'IC purpose and then only with just compensation and by operation of

Section 17. Uniform lication. Laws and regulatlons govemlng the use
or disposal. of natural resources shall y eq:tel all” persons
similarly situated with reference to the subject purpose t be

senved by the law or regulation.

Section 18. Private Ways of Necessity. Proceeding in eminent domain nmay
be undertaken for private of necessity to pemit essential access for
extraction or utilization resources. Just compensation shall be made

for property taken or for resultant damages to other property rights.
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COMMISSIONER™®S OFFICE

It fé the responsibil?&y of the Commissioner"s Office to

assure balanced management of Alaska®s oil and gas, energy,e
MISSION mineral, land, and water resources pursuant to the

Constitution, applicable statutes, and the Governor®s goals

and policies.

FUNDING FY 87 Authorized FY 87 Revised FY 88 Governor
SUMMARY
PFT PPT PI™TL pPT1 PPT PPT
GF $1212.1 15 $1030.3 ~15 $875.8 12 1
Total 1212.1 1030.3 875.8
Eliminate one deputy commissioner position; greater reliance
will be placed on remaining deputy commissioner position and
IMPACT division directors.
OF
BUDGET Reduces public affairs support in the Commissioner®s Office
CUTS - requiring more assistance from divisions to keep the
ALTERNATIVE adequately informed of natural resource actions and
PLAN decisions.
CONTACT: Commissioner: Judith M. Brady

Deputy Commissioner: Robert D. Arnold
Deputy Commissioner: James K. Barnett



