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S E N A T E / H O U S E  B I L L  NO. X X X  

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

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

A  B I L L

For an A c t  entit l e d :  "An A c t  r e l a t i n g  to oil a n d  gas

p r o p e r t i e s  p r o d u c t i o n  tax and p r o v i d i n g  

for a n  e f f e c t i v e  d a t e . "

B E  IT E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

* S e c t i o n  1. A S  A 3 . 5 5 . Oil is a m e n d e d  to read:

Sec. A 3 . 5 5 . Oil. O I L  P R O D U C T I O N  TAX. (a) T h e r e  Is

l e v i e d  u p o n  the p r o d u c e r  of oil a tax for all oil p r o d u c e d  fr o m  

e a c h  l e a s e  or p r o p e r t y  in the state, less a n y  oil the o w n e r s h i p  

or r i g h t  to w h i c h  is e x e m p t  f r o m  taxation. T h e  tax is e q u a l  to 

e i t h e r  the p e r c e n t a g e - o f - v a l u e  a m o u n t  c a l c u l a t e d  u n d e r  (b) of 

this s e c t i o n , m u l t i p l i e d  b y  the e c o n o m i c  l i m i t  f a c t o r  

d e t e r m i n e d  for the oil p r o d u c t i o n  of the l e a s e  or p r o p e r t y  

u n d e r  A S  A 3 . 5 5 . 0 1 3  or the c e n t s - p e r - b a r r e l  a m o u n t  c a l c u l a t e d  

u n d e r  (c) of this s e c t i o n ,  w h i c h e v e r  is g r e a t e r [ ,  M U L T I P L I E D  BY 

T H E  E C O N O M I C  L I M I T  F A C T O R  D E T E R M I N E D  F O R  T H E  O I L  P R O D U C T I O N  OF 

T H E  L E A S E  O R  P R O P E R T Y  U N D E R  AS A 3 . 5 5 . 0 1 3 ] .  If the a m o u n t s

c a l c u l a t e d  u n d e r  (b) a n d  (c) of this s e c t i o n  are equal, the

a m o u n t  c a l c u l a t e d  u n d e r  (b) s h a l l  be t r e a t e d  as if it w e r e  the 

g r e a t e r  for p u r p o s e s  of this section.
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(b) T h e  p e r c e n t a g e - o f - v a l u e  a m o u n t  e q u a l s  1 2 .25 p e r c e n t  of 

the g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n  of t a x a b l e  oil 

p r o d u c e d  on or b e f o r e  J u n e  30, 1981, f r o m  the l e a s e  or p r o p e r t y  

a nd 15 p e r c e n t  of the g r o s s  v a l u e  at the p o i n t  of p r o d u c t i o n  of 

t a x a b l e  oil p r o d u c e d  f r o m  thp lease or p r o p e r t y  a f t e r  J u n e  30, 

1981; e x c e p t  that for a l e a s e  or p r o p e r t y  c o m i n g  into 

c o m m e r c i a l  oil p r o d u c t i o n  a f ter J u n e  30, 1981, the 

p e r c e n t a g e - o f - v a l u e  a m o u n t  e q u a l s  12.25 p e r c e n t  of the g r o s s  

v a l u e  at the p o i n t  of p r o d u c t i o n  of t a x a b l e  oil p r o d u c e d  from 

the l e a s e  or p r o p e r t y  in the first five y e a r s  a f t e r  the s t a r t  

of c o m m e r c i a l  oil p r o d u c t i o n  and e q u a l s  15 p e r c e n t  of the g r o s s  

v a l u e  a t  the p o i n t  of p r o d u c t i o n  of t a x a b l e  oil p r o d u c e d  

t h e r e a f t e r  f r o m  the l e a s e  or property.

(c) T h e  c e n t s - p e r - b a r r e l  a m o u n t  e q u a l s  $ 0 . 6 0  p e r  b a r r e l  of 

t a x a b l e  o l d  c r u d e  oil p r o d u c e d  fr o m  the l e a s e  or p r o p e r t y ,  and 

$ 0 .80 p e r  b a r r e l  for all o ther t a x a b l e  oil p r o d u c e d  f r o m  the 

lease or p r o p e r t y ,  b o t h  as a d j u s t e d  b y  A S  4 3 . 5 5 . 0 1 2 .

* S e c . 2. T h i s  A c t  takes e f f e c t  i m m e d i a t e l y  in a c c o r d a n c e  

w i t h  AS  0 1 . 1 0 . 0 7 0 ( c ) .
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i

Y o u  h a v e  r e q u e s t e d  an  o p i n i o n  c o n c e r n i n g  the c o n s t i t u t i o n a l­
ity  of e n a c t i n g  a b i l l  w h i c h  w o u l d  r e t r o a c t i v e l y  e i t h e r  repeal, 
or a m e n d  the m e t h o d o l o g y  for c a l c u l a t i n g ,  the e c o n o m i c  l i m i t  f a c­
tor u n d e r  AS 4 3 . 5 5 . 0 1 3 .  S p e c i f i c a l l y ,  y o u  h a v e  a s k e d  w h e t h e r  a 
b i l l  e n a c t e d  in F e b r u a r y  1987 and m a d e  r e t r o a c t i v e  to J a n u a r y  1,

• 1987 w o u l d  p r e s e n t  a n y  d u e  p r o c e s s  p r o b l e m  u n d e r  the F i f t h  A m e n d­
m e n t  to t h e  U n i t e d  S t a t e s  C o n s t i t u t i o n  or u n d e r  A r t i c l e  I, S e c­
t i o n  7 of  the A l a s k a  C o n s t i t u t i o n .

T h e  g r o s s  p r o d u c t i o n  tax on oil or gas is p a y a b l e  m o n t h l y .  
T h e  tax is d u e  on the 20 t h  d a y  o f  ea c h  m o n t h  for oil or a a s  p r o­
d u c t i o n  w h i c h  o c c u r r e d  d u r i n g  the p r e c e d i n g  m o n t h .  T h e  t a x  is 
d e l i n q u e n t  if n o t  p a i d  b e f o r e  the end o f  the m o n t h  f o l l o w i n g  the 
m o n t h  o f  p r o d u c t i o n .  AS  4 3 . 5 5 . 0 2 0 ( a ) .  Thus, the tax on J a r u a r y  
p r o d u c t i o n  is d u e  on  F e b r u a r y  20 and is d e l i n q u e n t  if not p a i d  on 
o r  b e f o r e  F e b r u a r y  28.

T h e  e c o n o m i c  l i m i t  f a c t o r  is d e f i n e d  in AS 4 3 . 5 5 . 0 1 3  a n d  the 
D e p a r t m e n t  of R e v e n u e  has p r o m u l g a t e d  a n u m b e r  o f  r e g u l a t i o n s  
w h i c h  i n t e r p r e t  a n d  i m p l e m e n t  o f  the p r o v i s i o n .  See 15 A A C  
5 5 . 0 1 0 - . 0 4 0  and .090. T h e  e c o n o m i c  l i m i t  f a c t o r  (ELF) is a c o n­
ce p t  w h i c h  is d e s i g n e d  to r e d u c e  the e f f e c t i v e  r a t e  of  t a x a t i o n  
on a p r o d u c i n g  f i eld as p r o d u c t i o n  fr o m  t h a t  f i e l d  b e c o m e s  i n­
c r e a s i n g l y  m a r g i n a l .  The E L F  is m u l t i p l i e d  b y  the p e r c e n t a g e -  
o f - v a l u e  a m o u n t  set f o r t h  in AS 4 3 . 5 5 . 0 1 1 ( b )  o r  the c e n t s - p e r -  
b a r r e l  a m o u n t  c a l c u l a t e d  u n d e r  (c) to d e t e r m i n e  the tax due. AS 
4 3 . 5 5 . 0 1 3 ( b ) ( 2 )  and (3) p r o v i d e  t h a t  d u r i n g  the f i r s t  10 y e a r s  of 
c o m m e r c i a l  p r o d u c t i o n  from a l e a s e  or p r o p e r t y ,  an e c o n o m i c  l i m i t  
f a c t o r  w h i c h  is g r e a t e r  th a n  .7 is d e e m e d  to be one for p u r p o s e s  
o f  the c a l c u l a t i o n  o f  tax l i a b i l i t y .  F o r  exa m p l e ,  the p e r i o d
s i n c e  1981 w h e n  che .7 t h r e s h o l d  was e n a c t e d  as p a r t  of Ch. 116 
S L A  1981, the E L F  at P r u d h o e  B a y  has b e e n  g r e a t e r  th a n  .7 and, 
t h e r e f o r e ,  one. T h is, in turn, m e a n s  t h a t  the E L F  d o e s  not h a v e  
a n y  o p e r a t i v e  e f f e c t  u n l e s s it is f o und to be less th a n  .7 d u r i n g  
the i n i t i a l  1 0 - y e a r  p e r i o d .  F o r  P r u d h o e  Bay, the 1 0 - y e a r  p e r i o d  
e x p i r e s  in J u n e  1987.

i\ \ \ i\ t W  e v\v 5  2  - 1 fc-kl
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T h e  E L F  is d e r i v e d  by the use of a r a t h e r  c o m p l i c a t e d  m a t h e­
m a t i c a l  f o r m u l a  w h i c h  in t u r n  is b a s e d  on c e r t a i n  s i m p l i f y i n g  
a s s u m p t i o n s .  F o r  oil, the m o n t h l y  p r o d u c t i o n  r a t e  at the e c o­
nom i c  l i m i t  is p r e s u m e d  to be 300 b a r r e l s  times the n u m b e r  of 
w e l l  d a y s  for the l e a s e  or p r o p e r t y  d u r i n g  the m o n t h  for w h i c h  
the tax is to be paid. AS  4 3 . 5 5 . 0 1 3 ( d ) .

T h e  t a x p a y e r  m a y  r e b u t  this p r e s u m p t i o n  at a formal h e a r i n g  
by p r o v i d i n g  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e  of  a d i f f e r e n t  m o n t h l y  
p r o d u c t i o n  rate. T h e  d e t e r m i n a t i o n  of  ‘-he m o n t h l y  p r o d u c t i o n  
r a t e  at the e c o n o m i c  l i m i t  is m a d e  by d i v i d i n g  the v a l u e  at the 
p o i n t  of p r o d u c t i o n  u n d e r  A S  4 3 . 5 5 . 0 1 3 ( f )  into the a v e r a g e  m o n t h­
ly d i r e c t  o p e r a t i n g  c o s t s  c a l c u l a t e d  u n d e r  s u b s e c t i o n  ( e ) . T h e  
h e a r i n g  m u s t  be h e l d  b e f o r e  F e b r u a r y  15 of a y e a r  or  w i t h i n  6 
m o n t h s  a f t e r  c o m m e n c e m e n t  of  o i l  p r o d u c t i o n  from a l e ase or p r o­
perty. T u e  r e s u l t s  o f  the h e a r i n g  "s h a l l  be u s e d  for all oil 
p r o d u c t i o n  d u r i n g  ....at c a l e n d a r  y e a r  f r o m  the l e a s e  or p r o p e r t y . "  
AS 4 3 . 5 5 . 0 1 3 ( d ) .  T h e r e f o r e ,  the s t a t u t e  e x p r e s s l y  c a l l s  for an 
a n n u a l  d e t e r m i n a t i o n  w i t h  s o m e  r e t r o a c t i v e  e f f e c t  o n  the m o n t h l y  
tax p e r i o d  p r e c e d i n g  the h e a r i n g  on  the a p p r o p r i a t e  m o n t h l y  p r o­
d u c t i o n  rate. T h i ~  p r o c e d u r a l  a p p r o a c h  m a k e s  a d m i n i s t r a t i v e  
s e n s e  s i n c e  it is m o r e  e f f i c i e n t  to h a v e  this p o t e n t i a l l y  d i f­
fi c u l t  i s s u e  d e c i d e d  on  an a n n u a l  b a s i s  r a t h e r  th a n  on a m o n t h l y  
b a s i s .

P e r h a p s  the l e a d i n g  c a s e  on the q u e s t i o n  o f  w h e t h e r  a tax 
sta ;ute c a n  a p p l y  r e t r o a c t i v e l y  to p r e v i o u s  tax p e r i o d s  is W e l c h  
v. h e n r y , 305 U.S. 134 (1938). There, the U n i t e d  S t a t e s  S u p r e m e  
C o u r t  u p h e l d  a c o r p o r a t e  i n c o m e  tax a m e n d m e n t  e n a c t e d  by W i s c o n­
sin in M a r c h  1935 w h i c h  w a s  a p p l i c a b l e  to r e c e i p t  o f  c o r p o r a t e  
d i v i d e n d s  in 1933. T h e  c o u r t  h e l d  that, e x c e p t  for a n a r r o w  c a t­
e g o r y  of  g i f t  t a x a t i o n  cases, the l e g i s l a t u r e  had b r o a d  a u t h o r i t y  
to a d j u s t  or a m e n d  tax l i a b i l i t y  r e t r o s p e c t i v e l y .

T h e  e x c e p t i o n  to this r u l e  m e n t i o n e d  b y  the c o u r t  p e r t a i n e d  
p r i m a r i l y  to i n s t a n c e s  w h e r e  v o l u n t a r y  i r r e v o c a b l e  a c t i o n s  of 
t a x p a y e r s  (e.g... m a k i n g  a be q u e s t )  w e r e  i m p a c t e d  by the r e t r o­
ac t i v e  i m p o s i t i o n  of a tax. T h e  S u p r e m e  C o u r t  s t a t e d  t h a t  the 
c r i t i c a l  p a r t  o f  the c o n s t i t u t i o n a l  te s t  w a s  w h e t h e r  "the n a t u r e  
or a m o u n t  o f  the tax c o u l d  n o t  r e a s o n a b l y  h a v e  b e e n  a n t i c i p a t e d  
by  the t a x p a y e r  at the ti m e  o f  the p a r t i c u l a r  v o l u n t a r y  act w h i c h  
the s t a t u t e  l a t e r  m a d e  the t a x a b l e  e v e n t . "  305 U.S. at 147. T h e  
c a s e s  c i t e d  by the court, e.g. N i c h o l s  v. C o o l l i d g e , 274 U.S. 531 
(1927), a n d  U n t e r m e y e r  v. A n d e r s o n , 276 U.S. 440 (1928), w e r e  
i n s t a n c e s  w h e r e  the d o n o r  m i g h t  w e l l  n o t  h a v e  a c t e d  as he d i d  had 
he a n t i c i p a t e d  the tax. T h e  c o u r t  s a i d  t h a t  the f acts of e a c h  
c a s e  and the n a t u r e  of the t a x  w o u l d  h a v e  to be e x a m i n e d  to d e ­
te r m i n e  if r e t r o a c t i v i t y  g i v e s  r i s e  to s u c h  h a r s h  and o p p r e s s i v e  
r e s u l t s  t h a t  it o f f e n d s  t h e  C o n s t i t u t i o n .  T h e  c o u r t  s t a t e d  
"th e r e  are o t h e r  forms of t a x a t i o n  w h o s e  r e t r o a c t i v e  i m p o s i t i o n  
c a n n o t  be sa i d  to be s i m i l a r l y  o f f e n s i v e ,  b e c a u s e  t h eir i n c i d e n c e
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is n o t  on t h e  v o l u n t a r y  act o f  the t a x p a y e r . "  305 U.S. at 147 
T h e  c o u r t  s p e c i f i c a l l y  l i s t e d  p r o p e r t y  taxes, i n c o m e  taxes and 
b e n e f i t  a s s e s s m e n t s .  305 U.3. at 147-148. The S u p r e m e  C o u r t  
a l s o  n o t e d  th a t  it was h i s t o r i c a l l y  the p r a c t i c e  of C o n g r e s s  and 
the W i s c o n s i n  L e g i s l a t u r e  to e n a c t  r e v e n u e  or tax l e g i s l a t i o n  in 
a g i v e n  y e a r  a n d  to g i v e  it e f f e c t  to the e n t i r e  c a l e n d a r  year.

The U n i t e d  S t a t e s  S u p r e m e  C o u r t  m o r e  r e c e n t l y  u p h e l d  the 
r e t r o a c t i v e  i n c r e a s e  in the m i n i m u m  t a x  on p r e f e r e n c e s  in U n i t e d  
S t a t e s  v. D a r u s m o n t , 449 U.S. 292 (1981) . There, an a m e n d m e n t  to 
the I n t e r n a l  R e v e n u e  C o d e  e n a c t e d  in O c t o b e r  1976 w a s  a p p l i e d  to 
t he e n t i r e  1976 tax year. In a d d i t i o n  to r e l y i n g  o n  W e l c h  v. 
H e n r y , s u p r a , the S u p r e m e  C o u r t  c i t e d  its e a r l i e r  d e c i s i o n  in 
C o o p e r  v. U n i t e d  S t a t e s , 280 U.S. 409, 411 (1930), w h i c h  u p h e l d  
the t a x a t i o n  of g a i n s  f r o m  " p r i o r  b u t  r e c e n t  t r a n s a c t i o n s . "  T h e  
S u p r e m e  C o u r t  a l s o  r e l i e d  on the a n a l y s i s  o f  J u d g e  L e a r n e d  H a n d  
_n C o h a n  v. C o m m i s s i o n e r s , 39 F . 2 d  540, 545 (2d Cir. 1930).
J u d g e  Hand, in r e s o l v i n g  a s i m i l a r  i s s u e  i n v o l v i n g  r e t r o a c t i v i t y  
of  a tax, h e l d  t h a t  n o b o d y  had a v e s t e d  r i g h t  in the ra t e  o f  t a x­
ation. In r e s p o n d i n g  to the q u e s t i o n  of w h e t h e r  the tax law 
c h a n g e  w a s  f o r e s e e a b l e ,  J u d g e  H a n d  s t a t e d  th a t  o n c e  a s y s t e m  of 
t a x a t i o n  is a l i a a d y  in pl a c e ,  a t a x p a y e r  "must be p r e p a r e d  for 
s u c h  p o s s i b i l i t i e s  ... ." 39 F . 2 d  at 545.

O t h e r  d e c i s i o n s  w h i c h  u p h o l d  tax law c h a n g e s  w i t h  a r g u a b l y  
r e t r o a c t i v e  i m p acts in the face of  d u e  p r o c e s s  c h a l l e n g e s  i n c l u d e  
B u t t k e  v. C o m m i s s i o n e r , 625 F . 2 d  262 (8th Cir. 1980) (in v o l v i n g  
the s a m e  m i n i m u m  tax a m e n d m e n t s  s u b s e q u e n t l y  u p h e l d  by the U.S. 
S u p r e m e  C o u r t  in U n i t e d  S t a t e s  v. D a r u s m o n t , s u p ra) and N e i l d  v. 
D i s t r i c t  o f  C o l u m b i a , 110 F . 2 d  146, 153 (D.C. Cir. 1940) ( i n v o l v­
ing the c o n s t i t u t i o n a l i t y  o f  the a p p l i c a t i o n  of a n e w  g r o s s  r e­
ce i p t s  tax m e a s u r e d  b y  t h e  p r i o r  y e a r ' s  r e c e i p t s ) .

S o m e t i m e s  r e t r o a c t i v e  t a x  laws a r e  c h a l l e n g e d  u n d e r  s t a t e  
c o n s t i t u t i o n a l  p r o v i s i o n s  b a r r i n g  r e t r o s p e c t i v e  laws p e r  se or 
i n t e r f e r e n c e  w i t h  v e s t e d  r i g h t s .  T h e  a n a l y t i c a l  a p p r o a c h  t a k e n  
by the c o u r t s  is s u b s t a n t i a l l y  s i m i l a r .  U n d e r  the f i r s t  line of  
c a s e s ,  tax b i l l s  w h i c h  are a p p l i e d  to the e n t i r e  c a l e n d a r  y e a r  in 
w h i c h  t h e y  are e n a c t e d  are g e n e r a l l y  f o u n d  n o t  to be r e t r o s p e c t­
ive in o p e r a t i o n .  S e e , e . g . , M a r t i n  v. B o a r d  o f  A s s e s s m e n t  A p­
peals  , 707 P . 2d 348 (Colo. 1985). In the M a r t i n  case, a law 
c h a n g i n g  the f a c t o r s  to be c o n s i d e r e d  in a p p r a i s i n g  c o n d o m i n i u m s  
w h i c h  t o o k  e f f e c t  in M a y  1982 a n d  w h i c h  w a s  u s e d  to a s s e s s  p r o­
p e r t y  v a l u e s  as o f  J a n u a r y  1, 1982 w a s  u p h eld. T h e  c o u r t  h e l d  
that to find an u n c o n s t i t u t i o n a l  r e t r o s p e c t i v e  e f f e c t  r e q u i r e d  a 
s h o w i n g  o f  an i m p a i r m e n t  o f  a v e s t e d  right. The c o u r t  c o n c l u d e d :



P a g e  4.

D e b o r a h  V o g t
A p r i l  28, 1 9 8 6 .

... [ P J r o p e r t y  o w n e r s  h a v e  no v e s t e d  r i g h t  to have 
t h e i r  t a x a b l e  p r o p e r t y  a s s e s s e d  by p a r t i c u l a r  
m e t h o d s  e m p l o y e d  in p r i o r  years. ... S i n c e  the
s t a t u t e  o n l y  a l t e r s  the f a c t o r s  w h i c h  m a y  be c o n­
s i d e r e d  in d e t e r m i n i n g  a c t u a l  value, it d o e s  not 
i m p a i r  the tax p a y e r s '  v e s t e d  r i g h t s ,  and t h e r e f o r e  
is n o t  u n c o n s t i t u t i o n a l l y  r e t r o s p e c t i v e  in its 
o p e r a t i o n .  707 P . 2d at 352.

A  " v e s t e d  r i g h t s "  c h a l l e n g e  in the c o n t e x t  of a s e v e r a n c e  
tax i n c r e a s e  led to an i d e n t i c a l  c o n c l u s i o n .  In B e l c o  P e t r o l e u m  
v. S t a t e  B o a r d  of  E q u a l i z a t i o n , 587 P . 2d 204 (Wyo. 1978), a 1975 
a m e n d m e n t  to the s t a t e  s e v e r a n c e  tax i n c r e a s e d  the a m o u n t  of tax 
d u e  f o r  the p r e v i o u s  year. U n d e r  the W y o m i n g  s e v e r a n c e  tax, a 
t a x p a y e r  p a i d  his 1974 tax in J u l y  1975 c o m p u t e d  on the v a l u e  of
g r o s s  p r o d u c t i o n  for p r e v i o u s  year. In u p h o l d i n g  the a p p l i c a t i o n
of the 1975 i n c r e a s e  to the J u l y  a s s e s s m e n t ,  the c o u r t  r u l e d  t h a t  
such an i n c r e a s e  w a s  not r e t r o s p e c t i v e  b u t  m e r e l y  c a l l e d  for a 
tax m e a s u r e d  by o r  c o m p u t e d  on the b a s i s  o f  a n t e c e d e n t  facts or 
t r a n s a c t i o n s .  T h e  c o u r t  a l s o  f o und t h a t  ...ere w a s  no v e s t e d  
r i g h t  in a s ; n c i f i c  tax rate.

O n  the b a s i s  o f  the f o r e g o i n g  s t a t e  a n d  f e d e r a l  cases, one 
c a n  c o n c l u d e  t h a t  t h e r e  is no v e s t e d  r i g h t  in a p a r t i c u l a r  tax 
r a t e  or  in a p a r t i c u l a r  m e t h o d  o f  d e t e r m i n i n g  a tax lia b i l i t y .
The U.S. S u p r e m e  C o u r t  c a s e s  focus on w h e t h e r  the t r a n s a c t i o n  w.is 
t a x a b l e  d u r i n g  the p e r i o d  of  r e t r o a c t i v e  c o v e r a g e  a n d  w h e t h e r  
s a i d  p e r i o d  is r e a s o n a b l e ,  w h e t h e r  the t r a n s a c t i o n s  w e r e  "prior 
b u t  r e c e n t "  in ti m e  w i t h  r e s p e c t  to the t a x  l a w  c h a nge, w h e t h e r  
the c h a n g e  was r e a s o n a b l y  f o r e s e e a b l e  a n d  w h e t h e r  o r  not the t a x­
p a y e r  m i g h t  h a v e  v o l u n t a r i l y  a c t e d  as h< i d i d  h a d  he b u t  k n o w n  of 
the c h a n g e .

T h e  q u e s t i o n  b e f o r e  us i n v o l v i a  the p r o p o s e d  r e p e a l  or m o d i­
f i c a t i o n  o f  the E L F  f a c t o r  in F e b r u a r y  1987, e f f e c t i v e  J a n u a r y  1, 
1987. T h e  r e t r o a c t i v e  p e r i o d  is at m o s t  t w o  m o n t h s .  It w o u l d  
a d j u s t  a f a c t o r  w h i c h  is d e t e r m i n e d  on  an a n n u a l i z e d  c a l e n d a r  
b a s i s  u n d e r  p r e s e n t  law. T h e  a f f e c t e d  t a x p a y e r s  are t hose w h o s e  
d e c i s i o n  to i n v e s t  and p r o d u c e  o i l  or gas h a s  a l r e a d y  b e e n  m a d e  
an d  w h o s e  p r o d u c t i o n  is a l r e a d y  s u b j e c t  to t a x a t i o n .  In the 
S t a t e  of A l a s k a ,  a m e n d m e n t s  to the o i l  and gas p r o d u c t i o n  tax 
m u s t  c e r t a i n l y  be v i e w e d  as f o r e s e e a b l e .  In fact, the l e g i s l a­
ture has d i s c u s s e d  and d e b a t e a  c h a n g e s  to the ELF factor d u r i n g  
the 1986 l e g i s l a t i v e  s ession. U n d e r  t h e s e  c i r c u m s t a n c e s ,  I c o n­
cl u d e  th a t  n e i t h e r  s t a t e  nor f e d e r a l  d u e  p r o c e s s  l i m i t a t i o n s  
w o u l d  b e  a b r o g a t e d  b y  the r e p e a l  or a m e n d m e n t  o f  the ELF f a c t o r  
u n d e r  c o n s i d e r a t i o n  here. F u r t h e r m o r e ,  u n d e r  the a n a l y s e s  set 
f o r t h  in M a rtin a n d  B e l c o  P e t r o l e u m  above, a c h a n g e  in the tax 
r a t e  o r  ELF* m e t h o d o l o g y  p r i o r  to F e b r u a r y  20 , 1987 m i g h t  n o t  e v e n  
be v i e w e d  as h a v i n g  " r e t r o s p e c t i v e "  o p e r a t i o n .
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S U B J E C T :

TO:

FROM:

R e t r o a c t i v i t y  of p r o p o s e d  c o m m i t t e e  s u b s t i t u t e  
(CSHB 1 6 4 (Resources)

R e p r e s e n t a t i v e  S a m  C o t t e n  
Chair, H o u s e  R e s o u r c e s  C o m m i t t e e

T h e r e s a  L. B a n n i s t e r  r e >
L e g i s l a t i v e  C o u n s e l

T h i s  m e m o  a c c o m p a n i e s  the c o m m i t t e e  s u b s t i t u t e  that you have 
r e q u e s t e d  f o r  H B  164, a b i l l  r e l a t i n g  to the oil a n d  gas 
p r o p e r t i e s  p r o d u c t i o n  tax. T h a t  b i l l  i n c l u d e s  a p r o v i s i o n  
that w o u l d  m a k e  the b i l l  r e t r o a c t i v e  to J a n u a r y  1, 1987.

P l e a s e  b e  a w a r e  that the r e t r o a c t i v i t y  p r o v i s i o n  m a y  v i o l a t e  
f e d e r a l  a n d  s t a t e  c o n s t i t u t i o n a l  p r o v i s i o n s  a g a i n s t  e n a c t­
ing e x  p o s t  f a c t o  laws (art. I, sec. 15 o f  the C o n s t i t u t i o n  
o f  the S t a t e  o f  A l a s k a ;  art. I, sec. 9, cl. 3 o f  the U.S. 
C o n s t i t u t i o n ) .  In this insta n c e ,  the t a x  is i n c u r r e d  and 
r e m i t t e d  o n  a m o n t h l y  s c h e d u l e .  AS 4 3 . 5 5 . 0 2 0 .  T h e r e f o r e ,  
the t a x p a y e r s  u n d e r 1the c h a p t e r  w i l l  h a v e  a l r e a d y  p a i d  or 
b e c o m e  o b l i g a t e d  to p a y  an  a m o u n t  c e r t a i n  for the m o n t h s  of 
J a n u a r y ,  1987, t h r o u g h  the m o n t h  b e f o r e  the m o n t h  of  e n a c t­
m e n t  .

Y o u  m a y  w i s h  to m a k e  the b i l l  r e t r o a c t i v e  to the b e g i n n i n g  
o f  the m o n t h  in w h i c h  the b i l l  t akes effe c t .  T h a t  w o u l d  not 
c r e a t e  r e t r o a c t i v i t y  p r o b l e m s  s i n c e  the tax l i a b i l i t y  w o u l d  
not h a v e  b e c o m e  due yet.

If I m a y  be of f u r t h e r  a s s i s t a n c e ,  p l e a s e  advise.

T L B :m k r  
ml 0/011

E n c l o s u r e

A A A  k  cV\,*»\er\¥ aA



THE ECONOMIC LIMIT FACTOR FOR OIL

Alaska encourages new production and complete recovery through the 
application of an economic l imit  factor to the basic tax r a t e .  The economic 
l imit  factor (ELF) decreases the e f fec t ive  ra te  of the tax as production 
decreases.

The economic l im it  fac tor  for o i l  i s :

ELF = 1 -  PEL exp 460 x WD
. TP PEL

where PEL = monthly production at the economic l imit
TP = the to ta l  production during the month for which the 

tax i s  to be paid 
WD = the to ta l  number of well days in the month for which 

the tax is to be paid 
and where "exp" ind ica tes  that  the expression following i t  i s  an exponent.

During the f i r s t  10 years of o i l  production i f  the ELF is  computed to be 
greater than 0.7,  the fac tor  used wil l  be one. I f  the computed ELF is  0.7 or s 
less ,  the actual  computed fac tor  is  applied. After the f i r s t  10 years the 
actual computed fac tor  i s  used in a l l  cases.

The monthly production ra te  at  the economic l im it  is  presumed to be 300 
barre ls  times th number of well days for the lease or property during the 
month for which \.,e tax i s  to be paid. The taxpayer may rebut the presumption 
by offer ing c lea r  and convincing evidence s u ^ o r t i n g  a d i f f e r e n t  monthly 
production ra te  a t  the economic l im it .

A well i s  producing at  the economic limit when the value of production 
during the month equals the average monthly d i r e c t  operating cost for o i l  
production. Direct operat ing costs  include only royal ty ,  production supplies ,  
purchased fuel,  routine maintenence, and wages and benef i t s  of employees 
working on the production operations .  The average d i rec t  operating cost i s  
determined by using a period of at leas t  four consecutive months.

The following is  a graph of the ELF showing how the fac tor  decreases as 
the production of the well decl ines:



c Productivity vs ELF Analysis

Oil Well Productivity (BBLS/Day)

C
To compute the amount of production (severance) tax due. the tax ra te  is  

mult ip l ied by the value of the o i l  produced with that r e s u l t  mult ip l ied by the 
ELF.

EXAMPLES USING THE ELF

The following are two examples using the ELF. For both assume: (1) the 
property went in to  production in 1974; (2) the applicable  nominal tax ra te  is  
15%; (3) the tax is  being computed for the month of October, 1981; (4) the 
proper t ies  operated 70 well days (WD); (5) production at  the economic l imit  
was 300 bbl/day: (6) 87.5% of the to ta l  production is  subject  to tax.

A. Total b a r re l s  prcuuced for the month: 400.000 bar re ls  (T?)
Value of production at  well head: S3.750.000
Production at the Economic Limit: 300 bbl/day x 70 well days = 21,000 (PEL)

ELF = 1 -  21 . nQQ exp 460 :< 70
400.000 ' 21.000

ELF = 0 . 920636

8



Because the production i s  in the f i r s t  10 years and ELF is  g rea ter  than 
0.7, ELF w i l l  be t rea ted  as equal to 1.

$8,750,000 x 87.5% x 15% x 1 = $1,148,437.50 
Value of Taxable Tax ELF Tax Amount 

Production Prod. Rate Due Sta te

The e f fec t ive  tax ra te  on the taxable o i l  = 15%

B. Total bar re ls  produced for the month: 40,000 ba r re l s  (TP)
Value of production at well head: $375,000
Production at  the Economic Limit: 300 bbl/day x 70 well days = 21,000 (PEL)

ELF = 1 -  21,000 exp 460 x I Q
40,000 21,000

ELF = 0.319348

$875,000 X  87.5% X 15% X 0.319348 = $36,675.12

Value of Taxable Tax ELF Tax Amount 
Production Prod. Rate Due State

Effective tax ra te  on the taxable o i l  = 4.19%.

As can be seen from the graph of the ELF and the examples above, as 
production approaches the economic l im it ,  ELF approaches zero.

Because of the appl ica t ion  of the ELF, the e f fec t ive  tax ra te  on taxable 
production var ies  between 0 and 15%.

THE ECONOMIC LIMIT FACTOR FOR GAS

Alaska encourages new production and complete recovery through the 
appl ica t ion  of  an economic limit  factor to the basic tax r a t e .  The economic 
l imit  fac tor  (ELF) decreases the e f fec t ive  ra te  of the tax as production 
decreases .

The economic limit factor for gas is :

ELF = 1 - PEL 
TP

where PEL = monthly production at the economic limit
T? = the to ta l  production during the month for which the 

tax is  to be paid



The monthly production ra te  at  the economic l im it  i s  presumed to be 3,000 
mcf times the number of well days for the lease or property during the month
for which the tax i s  to be paid. The taxpayer may rebut the presumption by
request ing a formal hearing and offer ing  c lea r  and convincing evidence 
supporting a d i f f e r e n t  monthly production ra te  a t  the economic l im i t .

A well is  producing at  the economic l imit  when the value of production
during the month equals the average monthly d i r e c t  operating cost for gas
production. Direct operating costs  include only royalty  ac tua l ly  and 
cur ren t ly  paid, production supplies ,  purchased fue l ,  routine maintenance, and 
wages and benef i t s  of employees working on the production opera t ions .  The 
average operating cost i s  determined by using a period of a t  le as t  four 
consecutive months.

The following i s  a graph of the ELF showing how the fac tor  decreases as 
the production of the well approaches the economic l im i t :



H I  p

• I

To compute the amount of production (severance) tax due, the tax ra te  i s  
m ul t ip l ied  by the value of the o i l  produced with tha t  r e s u l t  m ul t ip l ied  by the 
ELF.

EXAMPLES USING THE ELF:

For both examples assume: (1) the applicable  nominal tax ra te  i s  10%; (2) 
the tax is  being computed for the month of October, 1981: (3) the p roper t ies  
operated 70 well days; (4) production a t  the economic l im it  was 3,000 mcf/day; 
(5) 1/8 of the gas production is  exempt from tax: (6) the well head value of 
the gas i s  $.70/mcf.

A. Total Production (TP): 1,050,000 mcf
Total Value of Production: $735,000.00
PEL = 3,000 mcf/day x 70 well days (WD) = 210,000

ELF = 1 -  210.000
1,050,000

ELF = 0.800000

$735,000 x 87.5% x 10% x 0.800000 = $51,450.00

Value of ' Taxable Tax ELF 
Production Prod. Rate

Tax Amount 
Due State

c The e f f e c t iv e  tax ra te  on the taxable gas i s  8%.

The e f f e c t iv e  tax ra te  on the to ta l  production i s  7%.

B. Total Production (TP): 262,500 mcf
Total Value of Production: $183,750.00
PEL = 3,000 mcf/day x 70 well days (WD) = 210,000

ELF = 1 -  210.000 
262,500

ELF = 0.200000

$183,750 x 87.5% x 10% x 0.20000C = $3,215.63

Value of Taxable Tax ELF
Production Prod. Rate

Tax Amount 
Due State

The e f fec t iv e  tax ra te  on the taxable gas i s  2%.

The e f f e c t iv e  tax ra te  on the to ta l  production is  1.75%.

Because of the appl ica t ion  of the ELF, the e f f ec t iv e  tax ra tes  on t o t a l  gas 
production v a r y  between 0 and 10% .

11



M E M O R A N D U M

STATE OF ALASKA

D epar tm ent  o f  Revenue

P e t ro l e u m  R e s e a rc h  S e c t i o n

F e b r u a r y  1 1 ,  1 9 8 7

To: V in c e n t  D. W r ig h t ,  C h ie f  o f  R e s e a rc h

From: C h a r l e s  Logsdon,  P e t ro l e u m  E con o m is t

S u b j e c t :  New ELF

Per  yo u r  r e q u e s t ,  I have examined t h e  r e v e n u e  and p r o d u c t i o n  
im p a c t s  a s s o c i a t e d  w i t h  c h a n g in g  t h e  ELF to  c o n s i d e r  f i e l d  s i z e .  
T h is  m o d i f i c a t i o n  \ s  s i m i l i a r  to  th e  one o u t l i n e d  in  HB 545 and 
p r e s e n t e d  in  a n a l y s i s  done by m y s e l f  in  p a p e r s  p r e p a r e d  f o r  
p r e s e n t a t i o n  to  the  t a x  co m m it tee .

B r i e f l y ,  t h e  ihl d i  f  Lcat  ion  i s  a c c o m p l i s h e d  by i n t r o d u c i n g  a 
s c a l i n g  f a c t o r  and a l s o  th e  r a t e  o f  f i e l d  p r o d u c t i o n  i n t o  th e  
e x p o n e n t  o f  t h e  c u r r e n t  ELF f o rm u la .  The v a l u e  o f  t h i s  s c a l i n g  
f a c t o r  d e t e r m i n e s  a t  what l e v e l  o f  p r o d u c t i o n  th e  r e s u l t i n g  ELF 
i s  g r e a t e r  th a n  u n d e r  th e  c u r r e n t  law. For i n s t a n c e ,  in  HB 545 
th e  f a c t o r  has a v a l u e  o f  3 7 ,0 0 0 ,0 0 0  w h ich ,  g iv e n  a PEu o f  300, 
t r a n s l u c e s  i n t o  a b r e a k  p o i n t  o f  r o u g h ly  8 0 ,000  b b l s / d a y .  The 
a n a l y s i s  I d i d  f o r  th e  t a x  com m it tee  l a s t  December u nd e r  th e  0MB 
m o d i f i e d  a l t e r n a t i v e  ELF used  a f a c t o r  w i t h  a v a l u e  o f  
4 5 , 5 0 0 , 0 0 0 .  T h is  t r a n s l a t e s  i n t o  a b r e a k  p o i n t  o f  r o u g h ly
1 00 ,0 0 0  b b l s . / d a y .  In th e  a n a l y s i s  c o n t a i n e d  in  t h i s  memo I have 
u sed  a f a c t o r  v a l u e  o f  5 5 , 0 0 0 , 0 0 0 ,  which r e s u l t s  in  a b r e a k  p o i n t  
o f  r o u g h l y  120 ,000  b b l s . / d a y .  A b r e a k p o i n t  o f  120,000 b b l s . / d a y  
would i n c r e a s e  th e  e f f e c t i v e  s e v e r a n c e  t a x  r a t e  on Prudhoe Bay 
and Kuparuk p r o d u c t i o n .  I t  would r e d u c e  t h e  e f f e c t i v e  s e v e r a n c e  
t a x  r a t e  on a l l  o t h e r  o i l  f i e l d s  now p r o d u c i n g  o r  l i k e l y  to  
p r o d u c e  in  th e  n e x t  two y e a r s ,  i n c l u d i n g  a l l  Cook I n l e t  f i e l d s ,  
M ilne  P o i n t ,  L i s b u r n e ,  and E n d i c o t t .  T h is  i s  b e c a u s e  none o f  
t h e s e  f i e l d s  a r e  p r o j e c t e d  to  p ro du ce  a t  or  above th e  120,000 
b b l . / d a y  l e v e l .  I have a t t a c h e d  a co m pu te r  p r i n t o u t  which 
i l l u s t r a t e s  th e  s e n s i t i v i t y  o f  th e  change in  e f f e c t i v e  t a x  r a t e  
on each  f i e l d  o f  d i f f e r e n t  a s s u m p t io n s  f o r  p r o d u c t i o n  and w e l l  
c o u n t  u s i n g  th e  55 m i l l i o n  s c a l i n g  f a c t o r



To i l l u s t r a t e  th e  e f f e c t  o f  d i f f e r e n t  s c a l i n g  f a c t o r s  on t h e  ELF 
c a l c u l a t i o n  I have  d e v e lo p e d  th e  f o l l o w i n g  t a b l e s .  The f i r s t  
t a b l e  i l l u s t r a t e s  th e  b r e a k  p o i n t  f o r  v a r i o u s  v a l u e s  o f  th e  
s c a l i n g  f a c t o r  i . e .  t h e  t o t a l  f i e l d  p r o d u c t i o n  which would r e s u l t  
in  a lo w e r  ELF th an  t h a t  c u r r e n t l y  c a l c u l a t e d .

F a c t o r Breakpo

20000000 43479
30000000 65219
40000000 86958
50000000 108698
60000000 130433
70000000 152177
80000000 173917
90000000 195656

100000000 217396
110000000 239136

The f o l l o w i n g  t a b l e  shows th e  c a l c u l a t e d  ELF by N or th  S lo p e  f i e l d  
f o r  v a r i o u s  v a l u e s  o f  t h e  s c a l i n g  f a c t o r .

F a c to r /E L F

F i e l d Pr o d . P r o d /W e l l
30MM 40 MM 50 MM 50MM 70 MM 80MM 90MM 100MM

P rudhoe 1510000 2900 9928 . 9904 . 9880 .9856 . 9833 . 9809 .9785 .9762
Kuparuk 230000 885 8353 .7366 . 7403 . 6977 .6571 . 6188 .5828  .5488
Milne 20000 900 1317 .0670 . 0341 .0173 .0088 .0045 .0023  .0012
E n d i c o t  t 70000 900 5603 .4619 . 3808 .3140 .2538 .2134 .1759  .1450
L i s b u r n e 35000 1400 5021 . 3990 .3171 . 2521 . 2003 . 1592 .1266  .1006
West Sak 100000 550 4 545 . 3495 .2687 . 2066 . 1589 .1221 .0939  .0722



The f o l l o w i n g  two t a b l e s  i l l u s t r a t e  t h e  r e v e n u e  and p r o d u c t i o n  
im pac t  o f  m o d i f y in g  th e  ELF to  i n c l u d e  f i e l d  s i z e  in th e  fo rm u la s  
d i n g  t h e  55 m i l l o n  s c a l i n g  f a c t o r .  The r e s u l t s  were g e n e r a t e d  
by th e  PETREV monte c a r l o  s i m u l a t i o n  model t h a t  DOR u s e s  to  f o r e ­
c a s t  p e t r o l e u m  p r o d u c t i o n  r e v e n u e s .  I n t e r e s t i n g l y  th e  r e v e n u e  
im p a c t s  a r e  n o t  t h a t  much d i f f e r e n t  from t r .ose  c o n t a i n e d  in  th e  
f i s c a l  n o t e  p r e p a r e d  l a s t  y e a r  c o n c e r n i n g  HB 545.  The a v e r a g e  
e x p e c t e d  p r o d u c t i o n  im p a c t s  a r e  a l s o  r e l a t i v e l y  low. The m i l d l y  
n e g a t i v e  im pac t  on L i s b u r n e  p r o d u c t i o n  i s  e r e s u l t  o f  a s l i g h t l y  
h i g h e r  TAPS t a r i f f ,  due to  s l i g h t l y  lo w er  t h r o u g h p u t ,  more than  
o f f s e t t i n g  t h e  lo w er  s e v e r a n c e  t a x  b u r d e n .  The n e g a t i v e  im pact  
on West Sak r e f l e c t s  th e  p r o b a b i l i t y  t h a t  s h o u ld  t h i s  p r o j e c t  
become econ om ic ,  p r o d u c t i o n  may ex ceed  120,000 b b l s / d a y  from a 
l a r g e  number o f  low p r o d u c t i v e  w e l l s .

Revenue Im pact  o f  F i e l d  S i z e  ELF, F i e l d  F a c t o r  = 55 M i l l i o n
( M i l l i o n s  $)

3

F i s c a l D e l t a D e l t a
Year 302; Mean

1987 10.45 10. 93
1938 88. 18 112 .2 9
1989 98. 14 136 .23
1990 109.61 ’ 4 7 .0 4
1991 96. 13 132 .35
1992 94. 18 127 .23
1993 91 .30 124 .34
1994 81 .51 1 1 8 .5 9
1995 77 .60 112 .0 6
1996 69 .7 4 98 .7 4
1997 62. 21 9 2 .73
1998 4 9 .5 2 82. 14
1999 43 .91 75 . 70
2000 33 .42 72. 90
2001 31 .73 7 2 .4 9
2002 27 .43 73 .4 2
2003 28 .46 73 .0 9
2004 23.53 62. 25
2005 20 .23 4 7 .4 4



F i s c a l Prudhoe M ilne West O t h e r O t her

Ye<jr F) a y K u p n r u k Po i n t E n d i c o t t L i s b u rn e Snk Onshore O f f s h o r e T o t; n I

1 9R7 0 0 . 05 y - . 0 3 0 0 0 . 02
100R - 1 . 9 7 - . 3 2 . 23 .65 - . 0 5 0 0 0 -1 .46
1989 - 1 . 7 7 - . 3 3 . 37 2 .1 6 - . 0 6 0 0 0 . 37
1990 - 1 . 5 9 - . 3 3 .39 2 .13 - . 0 7 0 0 0 .53
1991 - 1 . 4 6 - . 2 9 .39 2. 1 - .  1 0 0 0 . 64
1992; -1 .4 1 - . 2 6 .36 2.01 - . 1 0 •.28 0 . 88
1993 - 1 . 2 5 - . 2 3 . 38 1.94 - .  12 0 .51 0 1 .23
1994 - 2 . 5 9 - . 3 8 . 32 1.41 - . 4 7 0 .53 0 - 1 . 1 8
1995 | - 2 . 2 4 - . 3 7 . 29 1 .69 - . 4 1 - . 6 3 .56 0 -1 .1 1
1991.5 - 2 . 1 6 - . 3 . 1 8 1. 22 - . 3 7 -.77 .48 0 -1 . 72
1997 - 3 . 1 2 - . 2 7 . 19 .77 - . 3 1 -1 . 13 .41 0 - 3 . 4 6
1998 - 2 . 5 7 - .  16 .18 .41 - . 2 8 - 1 . 1 3 . 38 .  13 - 3 . 0 4
1999 - 2 . 1 8 - .  1 .  16 .06 - . 2 1 - 1 .  23 .58 . 17 - 2 .  75
2000 - 1 . 9 3 - . 0 7 .  03 - . 1 8 - . 1 7 - 1 . 2 3 .51 .  18 - 2 . 8 6
2001 - 1 . 7 7 - . 0 2 - . 0 3 - . 3 - . 1 1 - 1 . 2 6 .43 .21 - 2 . 8 5
2002 - 1 . 4 6 - . 0 1 - . 0 9 - .  36 - . 0 7 - 1 . 3 2 .34 . 23 - 2 . 7 4
2003 - 1 . 3 1 0 - . 0 6 -.33 - . 0 2 -1. 12 . 24 .23 - 2 .  37
2004 - 1 . 2 7 - . 0 1 .01 - . 3 4 - . 0 2 -1. 11 .22 . 23 - 2 . 2 9
2005 - 1 . 1 3 - . 0 4 - . 0 3 - . 2 6 - . 0 4 -1. 08 .  18 .  28 -2. 12
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550 2 00000 . 0 6 9 1 . 2 0 2 4 . 0 1 0 4 . 03 0 4 . 0 2 0 0

225 0 0 0 . 1 3 1 3 . 3 4 0 6 . 0 1 9 0 . 0 5 1 1 . 0 3 1 3

250000 . 1 9 1 3 . 4 5 3 3 . 0 2 0 7 . 0 6 0 0 .im
275000 . 2 4 5 1 . 5 4 2 9 . 1 )360 . 0 9 1 4 . 0 4 4 6

30000U . 2 9 3 9 . 6 1 3 9  j . 0 4 4 1 . 0 9 2 1 . 0 4 0 0

.O.Lw'

«

I f
6 . W
> !"j 

; .$ *

• r,+v
rM s

Inm
. M'nw!l

$
>$#■

r ®

Sfl-rtf

'■>®fI*  V1

I I(‘W  

y.-A

M> jii!
■ 'M'S,
■m

.> I

• *.* ■*
• * •, * •

' < £ ;
v \> i



u n n m Q D n y  ty j y u j . .  ,-ip ■ylw, tv*» rrf M B Q H M  V
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I

1•
I i

1•i
H c u  E L F C u r r e n t I N I n c r e a s e d

i i I f i e l d  S i r e E f f e c t i v e  Tax E f f e c t i v e  l a x C f l e c l i v e  l a x

P r u d i i c i . i g P r o d u c t i o n  1 C u i r e n t F a c t o r  = R a t e R a l e n . i l e

H e l l s ( B b l / d a y ) I l f 5 5 0 0 0 0 0 0 FY 1 9 0 0 FY 1 9 0 0 TY 1 9 0 3

|)ecp(p|", r IIUK 1 9 0 0  l l e . i n  2 6 0 25UDUD . 5 2 9 9 . 6 5 6 9 . 0 7 9 5 . 0 9 3 5 . 0 1 9 1

i

S e n s i l i v i l y  l a M e

251) 201)111)1) . 4 9 6 4 . 6 5 0 0 . 0 7 3 0 . 1 )975 . • ' 245

2250(10 . 5 3 / 0 . 7 1 0 / . 0 0 0 6 . 1 0 / 0 . 0 2 / 2

25UI I00 . 5 7 9 7 . 7 6 9 0 .00611 . 1 1 5 5 . 0 2 3 7

2/ 5000 . 6 1 3 / . 0 0 0 /  ; . 0 9 2 1 . 1 2 1 3 . 0 2 9 3

3001)00 . 6  >33 . 0 3 0 0  ■ . 0 9 6 5 . 1 2 5 0 . 0 2 9 3

21.0 200000 . 4 6 0 6 , . 6 3 5 /  j . 0 / 0 3 . 0 9 5 3 . 0 2 5 1

225000 . 5 2 0 6 . 7 0 6 9 . 0 7 0 1 . 1 0 6 0 . 0 2 7 9

250000 . 5 6 3 6 . 7 6 0 1  ; . 0 0 1 5 . 1 1 4 0 . 0 2 9 5

2/5001) .  5 9 9 6 . 3 0 0 6  | . 0 0 9 9 . 1 2 0 1 . 0 3 0 1

300000 . 6 3 0 2 . 0 3 1 9  ' . 0 9 1 5 . 1 2 4 0 . 0 3 0 3

1

1 2 / 0 200000 . 4 5 1 1 . 6 2 1 3 . 0 6 7 7 . 0 9 3 2 . 0 2 5 5

225000 . 5 0 1 4 . 6 9 5 1 . 0 7 5 / . 1 0 1 3 . 0 2 0 6

250001) . 5 1 0 6 . 7 5 04 . 0 8 2 3 . 1 1 2 6 . 0 3 0 3

2 75000 . 5 0 5 / . 7 9 2 5 . 0 8 7 9 . 1 1 0 9  ’ , . 0 3 1 0

300000 . 6 1 7 2 . 0 2 5 0 . 0 9 2 6 . 1 2 3 0 . 0 3 1 2

20U 200000 . 4 3 5 0 . 6 0 6 9
J •

. 0 6 5 1 . 0 9 1 0 . 0 2 6 0

225000 . 4 0 0 4 . 6 0 3 3 . 0 7 3 3 . 1 0 2 5  ‘ . 0 2 9 2

250000 . 5 3 3 / . 7 40 6 . 0 0 0 1 . 1 1 1 1 . 0 3 1 0

2 / 5000 . 5 / 1 ! ) . 7 0 4 3 . 0 3 5 0 . 1 1 7 6 . 0 3 1 9

300000 , 6 0 4 3 . 0 1 0 1 . 0 9 0 6 . 1 2 2 7 . 0 3 2 1
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H e n  E L F  

F i e l d  S i z e

Cur t en I Hen Dec leased
E f f e c t i v e  l a x  E f f e c t i v e  l a x  E f f e c t i v e  l a x

f i n d u c  i n g 1 i n d u c t i o n C u r r e n t F a r l u r  - R a l e R a l e R a l e

H e l l s ( B b l / d a y )1 E l f 5 5 U U U U U O F T  P O O F V  1981) r r  1900

D e c e m b e i  Dull P O O  Mean 20 1 35000 . 7- 195 . 2 0 5 5 . 1 1 2 1 . 0 1 2 0 - , H 6 ° 6

i

S e n s i f i v i l y  tab le

2 D 250UU . 6 5 6 5 . I 3 J 6 . 0 9 0 5 . 0 2 0 0 - . 0 7 0 1

351 I0U . 7 1 9 5 . 3 7 3 1 . 1 1 2 1 . 0 5 6 0 - . 0 5 6 1

5 UU DU . 0 2 2 0 . 6 2 5 0 . 1 2 3 3 . 0 9 3 9 - . 0 2 9 1

7511110 .000(1 . 0 1 5 6 . 1 3 7 0 . 1 7 2 3 - . 0 0 9 7

I JOOUOI I . 9 0 9 5 . 0 9 2 0 . 1 3 6 1 . 1 3 3 9 - . 0 0 2 5
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P O S I T I O N  P A P E R  H B  548

T i t l e

A n  A c t  R e l a t i n g  to  O i l  D i s c h a r g e  C o n t i n g e n c y  P l a n s  

E f f e c t  of  t h e  Bill

T h e  b i l l  w o u l d  r e q u i r e  t h a t  h o l d e r s  of o i l  d i s c h a r g e  c o n t in g e n c y  
p l a n s  m a i n t a i n  the. c a p a b i l i t y  to c a r r y  o u t  t h e i r  a p p r o v e d  plans. 
T h e  b i l l  w o u l d  a l s o  e s t a b l i s h  p e n a l t i e s  f o r  f a i l u r e  to  m a i n t a i n  
t h i s  c a p a b i l i t y .

D e p a r t m e n t  P o s i t i o n

T h e  D e p a r t m e n t  s u p p o r t s  t h e  bill.

F i s c a l  E f f e c t

T h e  D e p a r t m e n t  h a s  p r o v i d e d  a zero f i s c a l  n o t e  o n  t h e  bill.

D a t e
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l lUNITED COOK INLET DRIFT ASSOCIATION
B O X  4649-KEN At, ALASKA 99611

March 15, 1988

Alex Shadura 
505 N. Franklin St.
Juneau, AK 99801

Dear Alex:

Thank you for your continued e f f o r t s  on behalf  of Alaskan fishermen. We
apprecia te  the work you have done fo r  our organization in th e  past and look
forward to your a s s i s t a n c e  in the fu tu re .

Recently, I  mentioned two pieces of l e g i s l a t i o n  that we are very concerned 
about,  S.B. 327 "O i l  Discharge L ia b i l i t y "  and H.B. 459 "Hazardous Waste 
Disposal ."  —Fn=vxew“’b*f our f i sh ing  opera t ions  in Coolc I n l e t , these b i l l s  
are c r i t i c a l  to our f u tu r e .  Hopefully, you w i l l  keep us appra ised  of the 
progress of th is  l e g i s l a t i o n  and continue to in s i s t  t h a t  there  i s  
s u f f i c i e n t  language inc luded  to p ro te c t  us from a similar s i t u a t i o n  as the
"Glacier  Bay" s p i l l  t h a t  occurred in  Ju ly ,  1987.

The proposed o i l  l e a s e  sa le  planned fo r  B r i s to l  Bay c e r t a i n ly  adds to the 
urgency that  environmental p ro tec t io n  and financial r e s p o n s i b i l i t y  be 
es tab l ished  during t h i s  l e g i s l a t i v e  sess ion .  Hopefully, the Sta te  of 
Alaska w i l l  be su c cess fu l  in  t h e i r  a t tempt to have this  a rea  withdrawn from 
the March 1988 lease s a l e .

Sincerely ,

Forres t  Tressler 
President U.C.I.D.A.
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1 IN T H E  H O U S E  BY THE R E S O U R C E S  C O M M I T T E E

2 H O U S E  i'ILL NO . 5 4 8

3 I N  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  OF AL A S K . .

4 F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5 A  B I L L

6 F o r  a n  A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to o i l  d i s c h a r g e  c o n t i n g e n c y  p l a n s . "

7 B E  I T  E N A C T E D  BY T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  ALASKA:

8 *  S e c t i o n  1. A S  4 6 . 0 4 . 0 3 0 ( e )  is a m e n d e d  to read:

9 (e) T h e  d e p a r t m e n t  m a y  a t t a c h  r e a s o n a b l e  ter ms a n d  c o n d i t i o n s  to

10 i t s  appro v a l  o f  a n  o i l  d i s c h a r g e  c o n t i n g e n c y  p l a n  w h i c h  i t  d e t e r m i n e s

11 a r e  n e c e s s a r y  t o  i n s u r e  t h a t  t h e  a p p l i c a n t  for an o i l  d i s c h a r g e  ecu

12 t i n g e n c y  p l a n  h a s  a c c e s s  to s u f f i c i e n t  r e s o u r c e s  to p r o t e c t  e n v i r o n -

13 m e n t a l l y  s e n s i t i v e  a r e a s  a n d  to c o n t a i n ,  c l e a n  up, a n d  m i t i g a t e  p o t e n -

14 t i a l  oil d i s c h a r g e s  f r o m  t h e  f a c i l i t y  o r  v e s s e l  w i t h i n  t h e  s h o r t e s t

15 f e a s i b l e  time. T h e  o i l  d i s c h a r g e  c o n t i n g e n c y  p l a n  m u s t  p r o v i d e  f o r

16 t h e  use of the b e s t  a v a i l a b l e  t e c h n o l o g y  b y  the a p p l i c a n t .  T h e  de-

17 p a r t m e n t m a y  r e q u i r e  a n  a p p l i c a n t  o r  h o l d e r  of an a p p r o v e d  c o n t i n g e n c y

18 p l a n  to d e m o n s t r a t e  i t s  a b i l i t y  t o  c a r r  out the c o n t i n g e n c y  p l a n

19 t h r o u g h

20 (1) p e r i o d i c  t r a i n i n g ;

21 (2) d i s c h a r g e  e x e r c i s e s :

22 (3) i n v e n t o r i e s  o f  a v a i l a b l e  e q u i p m e n t ,  s u p p l i e s ,  a n d

23 p e r s o n n e l ;  a n d

24 (4) o t h e r  m e a s u r e s  T T O  U N D E R T A K E  D I S C H A R G E  E X E R C I S E S ) .

25 *  Sec. 2. AS 46 . 0 4 . 0 3 0  is a m e n d e d  b y  a d d i n g  a new s u b s e c t i o n  to read:

26 (g) F a i l u r e  o f  a  h o l d e r  o f  a n  a p p r o v e d  oil d i s c h a r g e  c o n t i n g e n c y

27 p l a n  to have a c c e s s  to t h e  q u a l i t y  o r  q u a n t i t y  of r e s o u r c e s  i d e n t i f i e d

28  i n  the plan, a n d  t o  r e s p o n d  i m m e d i a t e l y  w i t h  tho se r e s o u r c e s  i n  t h e

2 9  e v e n t  of a s p i l l ,  i s  a v i o l a t i o n  o f  t h i s  c h a p t e r  f o r  p u r p o s e s  o f
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O r i g i n a l  s p o n s o r :  R e s o u r c e s  C o m m i t t e e

1! IN THE H O U S E  B Y  T H E  R E S O U R C E S  C O M M I T T E E

21 CS F O R  H O U S E  B I L L  NO. 548 (Resources)

3 IN T H E  L E G I S L A T U R E  OF  T H E  S T A T E  OF  A L A S K A

■* F I F T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S S I O N

5!| A  B I L L

5 For an A c t  e n t i t l e d :  "An A c t  r e l a t i n g  to oil d i s c h a r g e  c o n t i n g e n c y  p l a n s . "

7 BE IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A SKA:

•3 * S e c t i o n  1. AS  4 6 . 0 4 . 0 3 0 ( e )  is a m e n d e d  to read:

9 (e) T h e  d e p a r t m e n t  ma}' a t t a c h  r e a s o n a b l e  terms and c o n d i t i o n s  to

•0 its a p p r o v a l  of  a n  oil d i s c h a r g e  c o n t i n g e n c y  p l a n  w h i c h  it d e t e r m i n e s

are n e c e s s a r y  to i n s u r e  that the a p p l i c a n t  for an  oil d i s c h a r g e  c o n­

ti n g e n c y  p l a n  h a s  a c c e s s  to s u f f i c i e n t  r e s o u r c e s  to p r o t e c t  e n v i r o n­

m e n t a l l y  s e n s i t i v e  a r e a s  a n d  to c o ntain, c l e a n  up, a n d  m i t i g a t e  p o t e n­

tial oil d i s c h a r g e s  f r o m  the f a c i l i t y  or v e s s e l  w i t h i n  the s h o r t e s t  

f e a s i b l e  time. T h e  oil d i s c h a r g e  c o n t i n g e n c y  p l a n  m u s t  p r o v i d e  for 

the u s e  o f  the b e s t  a v a i l a b l e  t e c h n o l o g y  b y  the a p p l i c a n t .  T h e  ae-

17 p a r t m e n t  m a y  r e q u i r e  an a p p l i c a n t  or h o l d e r  o f  an a p p r o v e d  c o n t i n g e n c y

p l a n  to d e m o n s t r a t e  its a b i l i t y  to c a r r y  out the c o n t i n g e n c y  p l a n

13 t h r o u g h

::o (1) p e r i o d i c  t r a i n i n g ;

(2) r e s p o n s e  t e a m  e x e r c i s e s ;

(3) v e r i f y i n g  a c c e s s  to i n v e n t o r i e s  of a v a i l a b l e  e q u i p m e n t ,  

supplies, a n d  p e r s o n n e l ;  a n d

(4) o t h e r  m e a s u r e s  [TO U N D E R T A K E  D I S C H A R G E  E X E R C I S E S ] .

* Sec. 2. A S  4 6 . 0 4 . 0 3 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  to read:

(g) F a i l u r e  of  a h o l d e r  o f  an a p p r o v e d  oil d i s c h a r g e  c o n t i n g e n c y  

pl a n  to h a v e  a c c e s s  to the q u a l i t y  or  q u a n t i t y  of r e s o u r c e s  i d e n t i f i e d  

in the plan, and to r e s p o n d  i m m e d i a t e l y  w i t h  t h o s e  r e s o u r c e s  in the 

e v e n t  of a spill, is a v i o l a t i o n  o f  this c h a p t e r  for p u r p o s e s  of

-1- C S H B  5 4 8 ( R e s )
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Original sponsor: Resources Committee

1. IN THE HOUSE BY THE RESOURCES COMMITTEE

2 CS FOR HOUSE BILL NO. 5^8 (Resources)

3' IN THE LEGISLATURE OF THE STATE OF ALASKA

4;: FIFTEENTH LEGISLATURE - SECOND SESSION

51| A BILL
n

6

10

11

12

13

14

For an Act e'titled: "An Act relating to oil discharge contingency plans."

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

3 * Section 1. AS 46.04.030(e) is amended to read:

3 (e) The department may attach reasonable terms and conditions to

its approval of an oil discharge contingency plan which it determines 

are necessary to insure that the applicant for an oil discharge con­

tingency plan has access to sufficient resources to protect environ­

mentally sensitive areas and to contain, clean up, and mitigate poten­

tial oil discharges from the facility or vessel within the shortest

:5 feasible time. The oil discharge contingency plan must provide for

16

IS

the use of the best available technology by the applicant. The de-

17 partment may require an applicant or holder of an approved contingency

pl.an to demonstrate its ability to carry out the contingency plan

through

20 (1) periodic training;

-1 (2) response team exercises;

-- (3) verifying access to inventories of available equipment,

supplies, and personnel; and

(4) other measures [TO UNDERTAKE DISCHARGE EXERCISES].

* Sec. 2. AS 46.04.030 is amended by adding a new subsection to read:

(g) Failure of a holder of an approved oil discharge contingency

plan to have access to the quality or quantity of resources identified 

’Ci in the plan, and to respond immediately with those resources in the

* event of a spill, is a violation of this chapter for purposes of

-1- CSHB 5 4 8 (Res)



1 AS 46.03.760(a), 46.03.765, 46.03.790, and any other applicable law.
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E S T I M A T E D  S T A T E  R E V E N U E  I M P A C T S  O F  S B  510

Y e a r  

FY 0 9 

FY  90 

F Y 91 

F Y 92 

F Y 93

C o a l  
P r o d u c e d  (tons)

1 . 5 0 0 . 0 0 0

1 . 5 0 0 . 0 0 0  

2 ,0 0 0 , 0 0 0

2 . 5 0 0 . 0 0 0

2 . 5 0 0 . 0 0 0

P r o d u c e r

U C M

U C M

R e v e n u e  A t  
5% A G U

$ 1 , 4 4 0  ,000

$ 1 , 4 4 0 , 0 0 0

U C M / W i s h b o n e *  $ 1 , 9 2 0 , 0 0 0

U C M / W i s h b o n e  $ 2 , 4 0 0 , 0 0 0

U C M / W i s h b o n e  $ 2 , 4 0 0 , 0 0 0

R e v e n u e  v i a  D N R  
4 / 8 / 8 8  D e c i s i o n

$ 9 0 0 , 0 0 0

$ 1 , 3 5 0 , 0 0 0

N / A

N / A

N / A

M a x i m u m  R e v e n u e  
U n d e r  SB 510

$ 4 5 0 , 0 0 0

$ 4 5 0 , 0 0 0

$ 6 0 0 , 0 0 0

$ 7 5 0 , 0 0 0

$ 7 5 0 , 0 0 0

P r o j e c t e d  
R e v e n u e  L e s s  
w i t h  SB 510

$ 4 5 0 , 0 0 0

$ 9 0 0 , 0 0 0

$ 1 , 3 2 0 , 0 0 0

$ 1 , 6 5 0 , 0 0 0

$ 1 , 6 5 0 , 0 0 0

* A s s u m e  6 m o n t h s  p r o d u c t i o n  at W i s h b o n e  H i l l  

P r e p a r e d :  4 / 2 7 / 8 8 ,  D N R



April 8, 1988

Mr. Joseph Usibelli, Jr. 
Usibelli Coal Mine, Inc. 
P.O. Box 1000 - 
Healy, Alaska 99743

Dear Mr. Usibelli:

The Department of Natural Resources has carefully reviewed - 
Usibelli Coal Mine, Inc.'s (UCM), request for royalty relief
for coal leases ADL 20633 and 51545. • '

The Commissioner of the Department of Natural Resources has 
the discretion to waive, suspend, refund, or reduce the ;:-
royalty under two circumstances: ■

(1) if she finds that such a reduction is necessary to 
promote development; or

(2) if she finds the lease cannot be successfully 
operated at the royalty level.

Usibelli Coal Mine based its request for royalty relief on 
the "necessary to promote development" provision and did not 
assert that the operation cannot bo successfully operated 
with the increased royalty. Therefore, our analysis was 
limited to the consideration of whether a royalty reduction 
is necessary to promote development. ---

Generally, requesta for.royalty reduction in order to 
promote development are granted as an incentive to extract 
resources not recoverable under current operating practices.. 
In this instance, the argument has been made that an 
increase in royalty, as required by regulations adopted by 
the Department in 1982 (see 11 AAC 85.220) will adversely 
affect future development.

UCM has been paying a coal royalty of 5C per ton on one 
lease and 10C per ton on a second lease, for an average 
royalty of 7.5C per ton. This rate equals less than 
one-half of one percent of adjusted gross value.



Mr. Joseph Usibelli, Jr. -2 April 8, 1988

U n d e r  the 1982 r e g u l a t i o n s ,  all c o a l  l e a s e s  i s s u e d  or 
r e n e w e d  by the S t a t e  of A l a s k a  m u s t  i n c l u d e  a m i n i m u m  
r o y a l t y  of 5 p e r c e n t  of a d j u s t e d  g r o s s  v a l u e  (5 p e r c e n t  
AGV) .

U C M  r e q u e s t e d  a r o y a l t y  r a t e  e q u i v a l e n t  to 1.5 p e r c e n t  
a d j u s t e d  g r o s s  v a l u e  (1.5 p e r c e n t  AGV).

v .•

T h e  i s s u e  b e c o m e s  w h e t h e r  t h e  5 p e r c e n t  A G V  r o y a l t y  rate is 
r e a s o n a b l e  in t e r m s  of b o t h  a f a i r  r e t u r n  to the s t a t e  and 
i n  t e r m s  o f - p r o m o t i n g  d e v e l o p m e n t .  In this r e g ard, it is 
h e l p f u l  to n o t e  t h a t  c o a l  r o y a l t y  in N e w  M e x i c o  is 12.5 
p e r c e n t  of all r e v e n u e s ; . M o ntana's r a t e  is 12.5 p e r c e n t  of 
g r o s s  value; a n d  W y o m i n g ' s  c o a l  r o y a l t y  is 12.5 p e r c e n t  of 
the s e l l i n g  price. T h e  c u r r e n t  r o y a l t y  for f e d e r a l  co a l  
l e a s e s  is 12.5 p e r c e n t  AGV. -

I
In  comparison',-^ the D e p a r t m e n t  f i n d s  th a t  A l a s k a ' s  l ower 
r o y a l t y  of 5 p e r c e n t  A G V  p r o v i d e s  b o t h  a fair r e t u r n  to the 
state, w h i l e  r e c o g n i z i n g  the c o m p e t i t i v e  a d v a n t a g e  n e c e s s a r y  
for o u r  e m e r g i n g  c o a l  e x p o r t  i n d u s t r y .  . -

. \\ : ■ ' ■
T h e r e f o r e ,  the D e p a r t m e n t  c a n n o t  g r a n t  the full p e r m a n e n t
r e d u c t i o n  in r o y a l t y  r e l i e f  as r e q u e s t e d  by UCM. T h e
i n f o r m a t i o n  -pro* i'ded d i d  n o t  d e m o n s t r a t e  th a t  su c h  a
r e d u c t i o n  for l e a s e s  A D L  2 0 6 3 3  and 5 1 5 4 5  is n e c e s s a r y  to
p r o m o t e  d e v e l o p m e n t .  H o w e v e r ,  o u r  a n a l y s i s  i n d i c a t e s  th a t
an i m m e d i a t e  i n c r e a s e  in r o y a l t y  as set o u t  in r e g u l a t i o n
w i l l  p u t  an u n r e a s o n a b l e  b u r d e n  o n  U C M  a n d  y o u r  c u s t o m e r s .
.Therefore, w e  f i n d  t h a t  a p h a s e d  i n c r e a s e  to the full
r o y a l t y  is w a r r a n t e d .  -

U n d e r  t h e  a u t h o r i t y  g r a n t e d  b y  AS 3 8 . 0 5 . 1 4 0 ( d ) ,  the 
D e p a r t m e n t  w i l l  p h a s e  in the. 5 p e r c e n t  A G V  r o y a l t y  o v e r  a 
p e r i o d  of t h r e e  years, as o u t l i n e d  in t h e  s c h e d u l e  be l o w :

L E A S E F O R  T H E  P E R I O D R O Y A L T Y

A D L  20G33

A D L  51545

Nov. 1, 1987 - A p r i l  30, 1983 $ 0 . 2 9 / t o n
M a y  1, 1988 - A p r i l  30, 1989 $ 0 . 6 0 / t o n
M a y  1, 19C9 - A p r i l  30, 1990 ' $ 0 . 9 0 / t o n
A f t e r  M a y  1, 1990 5% A G V

M a y  1, 1987 - A p r i l  30, 1988
M a y  1, 1988 - A p r i l  30, 1989
M a y  1, 1989 - A p r i l  30, 1990
A f t e r  M a y  1, 1990

$ 0 . 2 9 / ton 
$ 0 . 6 0 / t o n  
$ 0 . 9 0 / ton 

5% A G V

F u r t h e r ,  the D e p a r t m e n t  w i l l  g r a n t  y o u r  r e q u e s t  for a 
p a r t i a l  r e f u n d  of r o y a l t i e s  p a i d  at the 5 p e r c e n t  A G V  ra t e  
d u r i n g  the p r i o d  f r o m  M a y  1, 1987, for A D L  5 1 5 4 5  a n d  from 
N o v e m b e r  1, 1907, i n  o r d e r  to b o  c o n s i s t e n t  w i t h  the p h a s e d  
p a y m e n t  s h c e d u l e . . S u c h  r e f u n d  w i l l  b e  t a k e n  as c r e d i t  - 
a g a i n s t  f u r t u r e  r o y a l t y  p a y m e n t s .  T h e  D i v i s i o n  of M i n i n g  
w i l l  c o n t a c t  y o u  s o o n  t o  o u t l i n e  t h i s  p r o c e d u r e s .  * ■



Mr. J o s e p h  U s i b e l l i ,  Jr. -3

^ S i n c e r e l y ,

I. I uAvl\iv&^-''
A

J u d i t h  M. B r a d y
C o m m i s s i o n e r
v

cc: G e r a l d  G a l l a g h e r ,  D i r e c t o r
D i v i s i o n  of M i n i n g



P.O. Box V

Alaska State Legislature
Representative Mike Davis D istrict 19

Interim Office:
Juneau, Alas k a  99 8 1 1  P.O. B o x  8143S 

(907) 456-4930/4941 Fairbanks, Alas k a  9 9 7 0 8  

(907) 456-8161

F e b r u a r y  17, 1988

J e r r y  G a l l a g h e r ,  D i r e c t o r  
D i v i s i o n  o f  M i n i n g  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  
P.O. B o x  1 0 7 0 1 6  
A n c h o r a g e ,  A K  9 9 5 1 0 - 7 0 1 6

D e a r  Mr. G a l l a g h e r :

I j o i n  w i t h  t h e  o t h e r  I n t e r i o r  D e l e g a t i o n  m e m b e r s  in 
c o n c e r n  a b o u t  t h e  i n c r e a s e  in U s i b e l l i  C o a l  M ine, I n c . ' s  
r o y a l t y  f o r  its t w o  p r o d u c i n g  l e a s e s  i n  H e a l y .

A s  A l a s k a ' s  o n l y  o p e r a t i n g  c o a l  m i ne, U s i b e l l i  h a s  
c o n t r i b u t e d  s i g n i f i c a n t l y  t o  e c o n o m i c  d e v e l o p m e n t  a n d  
e m p l o y m e n t  in t h e  I n t e r i o r .  U s i b e l l i  h a s  a l s o  d i s t i n g u i s h e d  
i t s e l f  as a r e s p o n s i b l e  c o r p o r a t e  c i t i z e n  a n d  c o n c e r n e d  m e m b e r  
o f  t h e  c o m m u n i t y .

C u r r e n t  r e g u l a t i o n s  r e q u i r e  a l l  n e w  a n d  r e n e w e d  l e a s e s  t o  
h a v e  a r o y a l t y  o f  5% o f  t h e  a d j u s t e d  g r o s s  v a l u e  o f  t h e  coal. 
H o w e v e r ,  A l a s k a  s t a t u t e  a l l o w s  t h e  C o m m i s s i o n e r  o f  t h e  
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  t o  w a i v e ,  s u s p e n d ,  r e f u n d ,  o r  
r e d u c e  t h e  r o y a l t y  t o  p r o m o t e  d e v e l o p m e n t  o r  if t h e  l e a s e  
c a n n o t  b e  s u c c e s s f u l l y  o p e r a t e d  u n d e r  its t e r m s .

T h e  i m p o s i t i o n  o f  t h e  5% r o y a l t y  c o u l d  h a v e  a 
d e t r i m e n t a l  e f f e c t  o n  U s i b e l l i .  I u r g e  t h e  D i v i s i o n  t o  
c a r e f u l l y  c o n s i d e r  t h e  d o c u m e n t a t i o n  p r o v i d e d  b y  U s i b e l l i  C o a l  
M i n e  Inc. r e g a r d i n g  t h e  i m p a c t  o f  t h e  r o y a l i t y  i n c r e a s e  
on  t h e i r  d o m e s t i c  a n d  o v e r s e a s  m a r k e t s .  T h e  f i n a l  r o y a l t y  
r a t e  s h o u l d  a l l o w  f o r  p r o f i t a b l e  p r o d u c t i o n ,  f a i r  c o m p e t i t i o n  
a m o n g  l e a s e  h o l d e r s ,  a n d  j u s t  p a y m e n t  t o  t h e  s t a t e  f o r  t h e  
p u b l i c  r e s o u r c e .

P l e a s e  m a k e  m y  c o m m e n t s  p a r t  o f  t h e  h e a r i n g  r e c o r d s .
T h a n k  y o u  f o r  t h e  o p p o r t u n i t y  t o  p a r t i c i p a t e  in t h i s  i m p o r t a n t  
d e c i s i o n .

cc: I n t e r i o r  D e l e g a t i o n
U s i b e l l i  C o a l  Mine, Inc.



Alaska State Legislature
 ..................................................................... ' P . O .  BOX V

S t a t e  C a p i t o l
Offic ia l Business J u n e a u ,  A l a s k a  9 9 8 1 1

F e b r u a r y  17, 1988

J e r r y  G a l l a g h e r ,  D i r e c t o r  
D i v i s i o n  of M i n i n g  
D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  
P.O. B O X  1 0 7 0 1 6  
A n c h o r a g e ,  A K  9 9 5 1 0 - 7 0 1 6

D e a r  Mr. G a l l a g h e r :

W e  a r e  w r i t i n g  in s u p p o r t  of U s i b e l l i  C o a l  Mine, 
I n c . ' s  (UCM) r e q u e s t  f o r  a r e d u c t i o n  in r o y a l t y  f o r  t h e i r  
t w o  p r o d u c i n g  l e a s e s  in Healy. A f t e r  r e v i e w i n g  t h e i r  
r e q u e s t ,  w e  b e l i e v e  it h a s  merit.

C u r r e n t  r o y a l t y  r e g u l a t i o n s  m a y  w e l l  h a v e  a 
d e t r i m e n t a l  s h o r t  a n d  l o n g  t e r m  e f f e c t  on UCM. Its 
e x p o r t  c o n t r a c t  c o u l d  b e  j e o p a r d i z e d  a n d  f u r t h e r  
d e v e l o p m e n t  c o u l d  d e c r e a s e .  A l a s k a  s t a t u t e  a l l o w s  t h e  
C o m m i s s i o n e r  of t h e  D e p a r t m e n t  of N a t u r a l  R e s o u r c e s  to 
w a i v e ,  sus p e n d ,  r e f u n d ,  or  r e d u c e  t h e  r o y a l t y  t o  p r o m o t e  
d e v e l o p m e n t  or if t h e  l e a s e  c a n n o t  b e  s u c c e s s f u l l y  
o p e r a t e d  u n d e r  its te r m s .  The " b e s t  i n t e r e s t "  o f  A l a s k a  
is to k e e p  o u r  o n e  e x i s t i n g  coal m i n e  p r o d u c i n g .

T h e  r o y a l t y  r a t e  s h o u l d  n o t  be  at a l e v e l  t h a t  m a k e s  
t h e  p r o d u c t  n o n c o m p e t i t i v e ,  e s p e c i a l l y  c o n s i d e r i n g  t h e  
g r o w t h  p o t e n t i a l  f o r  t h e  b u s i n e s s  i n  e x p o r t  m a r k e t s .  A t  
t h e  l e v e l  r e q u e s t e d  b y  U s i b e l l i ,  $ . 2 9 / ton, t h e  p r o d u c t  
w o u l d  b e  c o m p e t i t i v e l y  p r i c e d  in t h e  c u r r e n t  m a r k e t p l a c e .  
C o n t i n u e d  d e v e l o p m e n t ,  f o r e i g n  a n d  d o m e s t i c ,  c a n  t a k e  
p l a c e  a n d  a steady, s e c u r e  s u p p l y  of c o a l  for t h e  
I n t e r i o r  woul^' )e a s s u r e d .  A r e d u c t i o n  m e a n s  r e t a i n i n g  
j e b s  a t  t h e  u n e ,  t h e  l o a d i n g  f a c i l i t y ,  a n d  in t h e  
s u p p o r t  i n d u s t r y  a n d  it m e a n s  t h e  p o t e n t i a l  for 
a d d i t i o n a l  e m p l o y m e n t  in the co a l  m i n i n g  a n d  r e l a t e d  
i n d u s t r i e s .



p a g e  t w o
Mr. J e r r y  G a l l a g h e r  
F e b r u a r y  17, 1988

P l e a s e  m a k e  o u r  c o m m e n t s  p a r t  of the h e a r i n g  
r e c o r d s .  T h a n k  y o u  for the o p p o r t u n i t y  to p a r t i c i p a t e  in 
t h i s  i m p o r t a n t  d e c i s i o n .



NilS 3 1988UNIFIED FAIRBANKS

UN IFIED  FA IRBANKS 
RESOLUTION URGING RESTRA IN T IN LEVY ING  

INCREASED ROYALT IES  ON COAL
WHEREAS, the State of Alaska is proposing to collect royalties

on coal produced b y the Usibelli Coal Mine which represents an increase
from approximately .08 per ton (current average) to 0.98 per ton (an 
increase of approximately 12%); and,

WHEREAS, such an increase could be passed along to the Alaska
Railbelt consumer in the form of h igher e lectric ity and heating rates; and,

WHEREAS, an increase of this magnitude could price Usibelli coal 
out of the expo rt markets which have earned for Alaska a total of $78 milion 
dollars since exports to South Korea commenced in 1985; and which are 
critica l to the financial well being of the ARR ; and

WHEREAS, the ro ya lty  increases are in addition to rental on 
acreage, mining license taxes and corporate taxes are paid b y Usibelli Coal 
Mine to the State of Alaska.

NOW THEREFORE BE IT  RESOLVED, that UN IF IED  FA IRBANKS 
urges restra in t in le vy in g  royalties on coal produced by Usibelli Coal Mine 
at Healy. Roya lty rates should be maintained at present levels, especially 
in view of the d if f ic u lt international market conditions.
Th is resolution was passed at the meeting of Unified Fairbanks on Tuesday, 
Februa ry 23, 1988.
Sincerely,
UN IFIED FA IRBANKS

Charles PT Rees, President 
CPR: s lg : resolution 2-25-88: UFMN2

P.O. Box 60389 Fairbanks, Alaska 99706 • (907) 456-7986







D E P A R T M E N T  O F  N A T U R A E  R E S O U R C E S

OFFICE OF THE COMMISSIONER

STEVE COWPER, GOVERNOR

400 W ILLOUGHBY AYE. 

JUNEAU. A LA SKA  99801-1796 

PHONE: (907) 465-2400

F e b r u a r y  19, 1987

The H o n o r a b l e  A a e l h e i d  Herrmann, C o - C h a i r
The H o n o r a b l e  Sam Cotten, C o - C h a i r
H o u s e  R e s o u r c e s  C o m m i t t e e
A l a s k a  S t a t e  L e g i s l a t u r e
P.O. Box V
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e s  H e r r m a n n  and Cotten:

S u b j e c t : H o u s e  Bill 69, r e l a t i n g  to the m a n a g e m e n t  of sand and
g r a v e l  resources.

P o s i t i o n : The D e p a r t m e n t  of n a t ural R e s o u r c e s  s u p p o r t s  the
e s t a b l i s h m e n t  of a s y s t e m a t i c  p r o g r a m  to ide n t i f y  and 
i nven t o r y  sand and gr a v e l  r e s o u r c e s  as d e s c r i b e d  in 
HB 69.

R e c o m m e n d a t i o n : B e c a u s e  the m e a n i n g  of "reserve" in line 12 of the bill 
is unclear, the d e p a r t m e n t  r e c o m m e n d s  that a d e f i n i t i o n  
or c l a r i f y i n g  lan g u a g e  be added.

T h e r e  may be c a s e s  in w h i c h  the land c o n t a i n i n g  the 
sand and g r a v e l  d e p o s i t  is b e t t e r  su i t e d  for p u r p o s e s  
o t h e r  than sand and g r a v e l  e xtraction. Also, the t e r m  
"reserve" c o u l d  be i n t e r p r e t e d  to m e a n  that sand and 
g r a v e l  d e p o s i t s  c o u l d  not be inc l u d e d  in land e x c h a n g e s  
or e v e n  sold to p r i v a t e  parties.

If y o u  w o u l d  like a d d i t i o n a l  i n f o r m a t i o n  or have any 
que s t i o n s ,  p l e a s e  c o n t a c t  my office.

Sponsor

G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n

10-J9LH
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This w o u l d  be an o n g o i n g  p r o j e c t  to be a d m i n i s t e r e d  by t h e - D i v i s i o n  o£ 
M i n i n g  and G e o l o g i c a l  a n d  G e o p h y s i c a l  Surveys.

FY 88 FY 89 FY 90 FY  91 FY  92
100 - C i v i l  

Engineer,
PFT 61.2 63.3 65.5 67.8 70.2

C o s t s  for 
e x i s t i n g " :
PCM 2040

200 travel to v a r i o u s  c o m m u n i t i e s  to a s c e r t a i n  needs, c u r r e n t l y  u s e d  s o u rces 
m e c h o d s  of a c q u i s i t i o n ,  a n d  m a n a g e m e n t  issues. T r a v e l  to F a i r b a n k s ,  
An c h o r a g e ,  a n d  J u n e a u  to a d m i n i s t e r  p r o j e c t  a n d  i n t e r f a c e  w i t h  o t h e r  
a g e n c i e s .

10.0 - 8 . 0  8.0 3.0 8.0

300 m a p  and air p h o t o  p r o d u c t i o n ,  p r i n t i n g  costs; h e l i c o p t e r  a n d  f i x e d  wi n g  
a i r c r a f t  r e c o n n a i s s a n c e ;  d r i l l i n g  and e x c a v a t i o n  c o n t r a c t s .

30.0 . 73.7 72.5 72 . 2  . 59.8
«

400 l a b o r a t o r y  a n d  f ield s u p p l i e s  (sample bags, samplers, etc.) • •

10.0 ' 5.0 4.0 2.0 2.0

500 e c u i D m e n t :  r e s i s t i v i t y  m e t e r  w i t h  d i a l  r e c o r d e r  (15.0); o f f i c e  f u r n i t u r e  
(5.0) ’ ' :

20.0 0 0 0 O '
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M E M O R A N D U M

Date: November 28, 1986

TO: Senator Jay Kerttula, Chairman
Legislative Budget^qdAudit Committee

FROM: W. Tom Maher^Fisdal'Analyst
Division of Legislative Finance

The attached report, prepared at your request, provides an assessment ot the 
management of State owned sand and gravel resources. Your concern 'in- 
additional efforts need to be applied towards the management of sand and 
gravel resources is well founded. The need for improving the overall j 
management of these resources has been recognized by members of the 
Legislature, the Department of Natural Resources, and Governor Sheffield. 
Nevertheless, at this date no significant improvements can be noted.

Employees of the Department of Natural Resources and the Department o« 
Transportation and Public Facilities were very helpful during the preparation )< 
this report. These are the people who deal with the problems of sand and 
gravel management on a daily basis, but lack the direction, high-level priority 
and funding commitment necessary to make improvements.

The report offers recommendations for the consideration of the Legislative 
Budget and Audit Committee. There are no doubt other options available that 
can be considered. If I can be of further assistance in drafting items called for in 
the recommendations, or you wish to discuss this report in general, please let 
me know.

Attachments
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A REPORT ON THE 
MANAGEMENT OF STATE OWNED 
SAND AND GRAVEL RESOURCES

This report, prepared at the request of the Chairman of the Legislative Sudqei 
and Audit Committee, provides a brief assessment of the management of state 
owned sand and gravel resources. The prudent management of sand and 
gravel requires the state to actively pursue the process of identifying and setting 
aside the long-term reserves needed for transportation systems, urban areas, 
and potential large-scale develooments. These sand and gravel reserves, 
necessary for construction as well as maintenance, must be identified prior :o 
the commitment of land for other uses. In many areas of the state, lands have 
been classified, developed, or simply traded without the adequate appraisal of 
sand and gravel potential. As a result, sand and gravel must be shipped longer 
distances with increased costs for both state and private users. In some 
instances, potential state revenue can be lost and certain development projects 
may be made less feasible.

BACKGROUND
Concern over the state’s management of sand and gravel resources is not new. 
SCR 44, introduced in 1984, identified numerous shortcomings in the 
management of these resources and generated a fiscal note which requested a 
three year project for sand and gravel resource management. This resolution 
failed to pass the Senate Finance Committee and first year funding of $140,000 
was not provided. In 1983, Governor Sheffield's statement of goals providea 
ihat "increasing demand for sand and gravel resources compel adequate 
inventory and active management of those materials", however these priorities 
have failed to be addressed at the departmental level.

By stati , the Department of Natural Resources (DNR) is charged with ail 
matters affecting the exploration and development of sand and gravel 
resources. Within the DNR, the Division of Geology and Mining (formerly the 
Divisions of Mining anu Geuiugicai anu Geupiiysieai Surveys) is ernpuwered iu 
determine the potential of these resources. The Division of Land and Water



Management is responsible for the actual permitting and sale. The Department 
of Transportation and Public Facilities (DOTPF) is the primary state agency 
using sand and gravel, while the Alaska Railroad depends mostly on deposits 
obtained through transfer from the Federal government.

Revenue from the sale of sand and gravel fluctuates largely in response to the 
development needs of the oil industry. DNR reports the following net revenues 
(less the 5% to public schools) for sand and gravel sales:

( l ;  Revenue fcr FY 37  to date reflects the accounting spread of FY 86 revenue 
from Kuparuk.
In addition, it is estimated that DOTPF uses between three to six million dollars 
a year of sand and gravel for construction and maintenance obtained by permit 
or interagency land management agreement from the Division of Land and 
Water Management.

THE STATUS OF SAND AND GRAVEL RESOURCE MANAGEMENT.

The state has inadequate knowledge of the actual location or quantity of sand 
and gravel available for use on state lands Further, there is no coordinated, 
long-term analysis of the future availability of sand and gravel resources 
needed for transportation systems, urban areas, or larce-scale development.

Through large-scale mapping projects, the Division of Geology and Mining has 
identified areas that may contain the potential for sand and gravel resource 
development. The amount of funding actually spent in earlier fiscal years on 
sand and gravel development is difficult to determine because this funding is 
budgeted within other projects. The Division of Geology and Mining has been 
requested to provide a summary of these past expenditures. For FY 87, 
$1,180,700 was appropriated for state-v/ide Mineral and Material Development, 
including sand and gravel resources. However, there are many other priorities 
competing for this funding and therefore the division does not plan to spend 
any funding directly on sand and gravel development. DNR's approach has 
been to provide a detailed analysis of sand and gravel potential only when an 
actual need for the material occurs. A program has never been implemented 
for a long-term needs assessment. According to department officials, much of 
the baseline data has not been collected that is essential for future 
management of sand and gravel resources Early in the FY R8 hudgnt nronpss 
the Division of Mining and Geology proposed a new, three-year project to fill

FY 83 
FY 84 
FY 85 
FY 86

$3,614,130
$2,477,417
$2,587,722
$2,222,294

FY 87 to date $4,830,638 (1)
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.'hese data voids. However, this project, requiring first year funding of $131,200 
was not brought forward when rated with other divisional priorities.

For FY 87, the Division of Land and Water Management was appropriated 
$354,400 for Material Sales, which is the project under which sand and gravel 
sales are conducted and the public need for these resources is addressed.

Not enough effort is directed towards sand and gravel programs and 
coordination between state agencies is ooor.

The Division Land and Water Management, due to lack of funding, is unable to 
adequately monitor the private sale of sand and gravel in order to assure that 
the state is getting paid for all resources extracted. Additionally, the Division of 
Land and Water Management does not have the staffing to provide DOTPF with 
the level of service necessary to provide a reasonable turn-around time for 
permit processing, yet DOTPF uses an estimated six million dollars of these 
resources a year (FY 86 estimate).

In 1981 DOTPF received a capital appropriation of $1,665,000 for the 
development of a Material Information System (MINS). On a statewide basis, 
MINS supplies all available and pertinent data on over 1200 of DOTPF's 
existing sand and gravel sites and provides easy access to this information on 
the state's mainframe computer. This system, developed independently from 
DNR, was tailored to fit DOTPF’s operational needs. It is not presently designed 
to anticipate the long-term needs for sand and gravel. However, MINS 
represents a major achievement in DOTPF's ability to manage sand and gravel 
resources which have become increasingly difficult to obtain within project time 
frames. MINS is also capable of assimilating data for material sites under 
private ownership, including sites managed by other local, state, or federal 
agencies. The capabilities of this system to improve DNR's management of 
sand and gravel resources appear to have been unexplored. It is possible that 
MINS could be redesigned to provide the DNR with a computerized base to 
begin the inventory of current sand and gravel reserves. Unfortunately, the 
MINS system is now being shut down because the balance of this project's 
funding was reappropriated during the 1986 legislative session. For DOTPF'S 
needs, this system could be continued for a one-time cost of approximately 
$100,000 witn $75,000 per year thereafter in maintenance/support.

RECOMMENDATIONS

Necessary improvements in the management of Alaska’s sand and gravel 
resources will require a reassessment of budgetary priorities by both the 
Governor and the Legislature. Additional funding within DNR may not be 
needed. If increased funding is necessary, the use of program receipts could 
be considered. Coooeration and communication between DNR. DOTPF. end 
the Alaska Railroad will be essential.



Alaska Statute 24.20.201 (6) empowers the Legislative Budget and Audit 
Committee to "make recommendations concerning appropriations, their 
expenditure and the fiscal policies and procedures of state government to the 
governor when appropriate, and to the legislature".

Specific options available to the Legislative Budget and Audit Committee 
follow:

(1.) prepare a letter to the Governor expressing the concerns of tne 
Committee on the management of sand and gravel resources and requesting 
the development of a long-term plan to identify, inventory, and set aside the 
resources necessary for transportation systems, urban areas, and large-scale 
developments. A draft motion for Committee use has been prepared and is 
attached to this report.

(2.) prepare a resolution/joint resolution for introduction to the Fifteenth 
Legislature. A copy of the resolution introduced in 1984 is attached.

(3.) draft legislation amending A.S. 44.37.020., Duties of the Department 
o f Natural Resources, to specifically address the department's responsibilities 
for the management of sand and gravel resources.



Fourteenth Legislature - Second Session 
Legislative Budget and Audit Committee

Motion #

Alaska Statute 24.20.201 (6) empowers the Legislative Budget and Audit 
Committee to "make recommendations concerning appropriations, the ir 
expenditure and the fiscal policies and procedures of state government to the 
governor when appropriate, and to the legislature".

The Legislative Budget and Audit Committee therefore finds:

the state has inadequate knowledge of the actual location or quantity of 
sand and gravel resources available for use on state lands;

there is no coordinated, long-term analysis of the future availability of 
sand and gravel resources needed for transportation systems, urban areas, or 
potential large-scale developments;

not enough effort is directed towards sand and gravel programs and 
coordination between state agencies is poor;

for Fiscal Year 1986, revenues generated from the sell of state sand and 
gravel resources contributed over two million dollars to the general fund and for 
Fiscal Year 1987, revenues are estimated at over five million dollars. In 
addition, for Fiscal Year 1986, the estimated value of these materials used by 
the Department of Transportation and Public Facilities was more than six million 
dollars;

sand and gravel represent critical resources needed for the development 
of the state.

The Legislative Budget and Audit Committee requests the Governor to address 
the concerns of the Committee relating to current and future status of sand and 
gravel resource management. Further, the Legislative Budget and Audit 
Committee requests the Governor and the Commissioner of the Department of 
Natural Resources to prepare for submittal to the Legislature, a plan for Fiscal 
Year 1988, including costs, which provides for the systematic identification, 
inventory and reserve of sand and gravel resources with particular emphasis on 
the needs of transportation systems, urban areas and large-scale 
developments. This plan, is intended to include the administration of sand and 
gravel resources used by the Department of Transportation and Public 
Facilities and the Alaska Railroad.
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IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE CONCURRENT RESOLUTION NO. 38 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

FIFTEENTH LEGISLATURE - SECOND SESSION

Requesting the Pacific Salmon Commission 

to increase Alaska's chinook salmon 

q u o t a .

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

WHEREAS the abundaiice of chinook salmon in southeast Alaska waters has 

significantly exceeded the population-rebuilding projections of the United 

States-Canada Salmon Treaty; and

WHEREAS the southeast Alaska chinook salmon quota is based on these 

1984 projections, which do not reflect the current abundance of chinook 

salmon; and

WHEREAS southeast Alaska has suffered substantial economic losses 

under treaty harvest quotas; and

WHEREAS area closures for chinook salmon have had disastrous economic 

effects on many southeast Alaska communities; and

WHEREAS each chinook salmon is worth $60 to $150 to a fisherman; and 

WHEREAS staying within the quota imposes an unfair amount of social 

and economic loss to Alaska not experienced by other parties involved in 

the United States-Canada Salmon Treaty; and

WHEREAS the harvests of far-north migrating chinook salmon stocks in 

some Washington and Oregon fisheries has increased substantially, many 

above treaty levels; and

WHEREAS these Washington and Oregon stocks, which contribute to 

Alaska's salmon fisheries, are considerably above the treaty escapement 

goals, some by as much as 300 percent; and

WHEREAS the southeast Alaska summer chinook salmon troll season has

-1- CSHCR 3 8 (Res)



1 been reduced from 169 days in 1979 to only 23 days in 1987; and

2 WHEREAS reductions in the Southeast Alaska summer chinook salmon troll

3 season first occurred in 1980 as part of the chinook salmon rebuilding

4 p r o g r a m ;  a n d

5  WHEREAS treaty agreements have shortened the southeast Alaska troll

6 season so much that Alaskan hatchery fish cannot be harvested to the level

7 promised; and
ii

8 WHEREAS longer seasons benefit the southeast Alaska fishing industry
r

9 by ensuring higher quality fish products and higher market prices; and

10 WHEREAS a fair increase in the southeast Alaska chinook salmon harvest

11 quota will not jeopardize the natural stock rebuilding program;

12 BE IT RESOLVED that the Alaska State Legislature respectfully requests

ll
13 the United States section of the Northern Panel of the Pacific Salmon

14 Commission to work to substantially increase the chxnook quota for Alaska.

15 COPIES of this resolution shall be sent to the Honorable Steve Cowper,

16jj Governor of the State of Alaska; and to Don Collinsworth, Alaska Commis-

17 sioner, Pacific Salmon Commission.

I18 ||

19 '

20 i 

211!

22 i

23 |!

24 
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2G

2 7 !

23

29;

CSHCR 3 8 (Res) -2-
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SFI Bulletin Xo. 390. Xovember December 193?

The equ ipm en t m ay be s igned out fo r up to eight d ay s  and the 
book le t m ay  be reta ined by novice f ishermen. M embers  o f  the 
Herk im er F ish ing  Derby  Commit tee w i l l main ta in  equ ipment, 
and local sports shops have comm it ted  themselves to reolace the 
artic le s as needed. It is antic ipated that sen ior cit izens and other 
g roup s w i l l  u t i l ize this equ ipment for da i ly  outings.

It is antic ipated that the you th  o f  the com m un i ty  w i l l avail 
themselves o f  th is program and. hopefu l ly , deve lop a li fe long 
interest in fishing.

LAKE MEAD FERTILIZATION

Accord ing  to an article “Fert i l izat ion Shows Signs o f  Success." 
pub l ished in the Octobe r 1987 issue o f  the California Angler. 
fert i l iza t ion o f  the 20.000 acre Overton A rm  o f Lake M ead  with
20,000 gal lons o f  l iqu id  f e n i l i z e r f am om um  polyphosphate) this 
past spnng shows promise o f  improving the sport fishery.

F o r  many years . Lake Mead provided one o f  the most p roduc­
tive sport fisheries in the nation. However, p roductiv i ty  was 
sub s tan t ia l ly  reduced after comple tion o f  two upstream reser­
voirs . Lake Powel l and F lam ing  Gorge on the Co lo rado  Green 
R ive r watershed, which acted as nutrient traps. Nutr ients in Lake 
M ead  were further reduced by the near tota l e l im ination in 1981 
o f  phosphorous from  eff luents from the wastewater treatment 
d ischarged in the Las Vegas Wash A tm  o f the Lake. The adverse 
impac t o f  the reduced nutr ients on sport fishes was further 
aggravated by the v ir tua l exp los ion o f  striped bass, in troduced 
severa l years ago that had v ir tua l ly  dec imated the a lready limited 
p lank ton feeding forage fish base (primari ly threadfin shad).

Dr. L arry  Pau lson , o f  the Univers ity o f  Nevada, Las Vegas, 
w ho  supervised the project, was quo ted as say ing “ ...there's no 
quest ion that fert i l izat ion brought abou t a tremendous response 
in the threadfin shad popu lat ion ."

The fert il izer applicat ion was accomplished M ay  30. 1987, by 
over 1,000 volunteers in over 300 boats, and was t imed to increase 
peak p lank ton production levels ju s t  as the la rva l threadfin shad 
were hatching. T  raw l samples taken ju s t  18 days after the applica­
t ion showed a s ignif icant increase in the n um be r  o f  shad com ­
pared to other, untrea ted areas o f  the lake. The number o f  la rva l 
shad col lected were also higher than h is torical numbers in the 
same area. The project was work ing .

Then, as the shad grew, the striped bass began feeding on 
them. By mid-summer, the sk inny  stripers had begun to put on 
some weight, because they were feeding upon schools ot shad 
th roughou t the upper pan o f the O venon A rm . Anglers reponed 
catch ing 20 to 40 stripers per d a y  that Pau lson says were begin­
ning to put a dent in the increased shad population.

The Lake Mead  enrichment project is scheduled to he repeated 
both next spnng (hopefu l ly w ith two applications in 1988). and 
again the fo l low ing year to complete ly test 'he fertil izat ion's 
effectiveness.

A ccord ing  to Dr. Pau lson, the road to restore that fishery has 
been uph i l l  from day  one. The final permit to comple te the May 
30 project was not received unt i l the evening before the fert il izer 
was applied. And the Nat iona l Park Service and Env ironmenta l 
Protec t ion Agency cont inue to voice concerns over the experi­
ment. which cou ld st il l s ta l l it before the three-year test is 
complete .

A ccord ing to this experiment, large-scale lake fert il izat ions can 
be done w ithou t hav ing any adverse affects on water qua l i ty . The

Gregg Basin on Mead has been proposed for fert il ization for next 
year, and the lower port ion o f  Lake Powell , which is also suffering 
from a loss of nutrients, is another spot being targeted for an 
enrichment boost. Fert il izat ion may be a key to keeping the sport 
fisheries o f  the Co lorado R iver reserv oirs productive in the future.

“YEAR OF THE CHINOOK"

As a current televis ion ad says. *lt ju s t  doesn't get any better 
than this ." That's the way the Oregon Department o f Fish and 
Wild l i fe is ta lk ing abou t ch inook sa lmon this year.

Record-breaking ocean harvests and strong chinook returns to 
inland waters have biologists ca l l ing 1987 “The Year o f  the 
Ch inook .”

“ I'm very pleased and a little bit surprised about the tremendous 
ch inook production we have seen th's year." says Oregon 
Department o f Fisheries, Chie f Harry  Wagner. ‘ Good things are 
happerungjust about everywhere we look, and prospects for next 
year appear excellent as wel l .”

Wagner has good reason to be happy. So do a lot o f  commer­
cial and sport fishermen. Some highlights include:
• Record ch inook catches for ocean commercia l sa lmon (rollers 

o ff Oregon;
• Record ch inook catches for ocean sport anglers;
• Outs tand ing recovery o f  fa ll  ch inook returns to th :  C o lum b ia  

River,
• Record sport ch inook catches at Buoy 10 on the lower 

Columbia;
• Excellent fall, lower C o lum b ia  commercia l salmon gilinet 

fishery-,
• Good  prospects for sport ch inook fisheries in Oregon's coasta l 

bays, inc lud ing fish weighing more than 60 pounds;
• Excellent in-river spnng ch inook returns on the Wil lamette. 

Rogue, and Umpqua rivers; and
• Strong fa l l ch inook re turns on the Rogue River.

Wagner attributes this strong show ing to several factors. ‘ It's a 
combina tion o f  excellent ocean surv iva l , reduced harvests o i l  
A laska and Canada, hatchery production improvements and 
expansion, and impro ’ ed downstream  smolt passage at dams." he 
said.

The big fish that started showing in coastal bays last fall are 
back again th is year. ‘ Cred it for that belongs d irect ly  to the treaty 
between the United States and Canada  that reduced catches in the 
G u l f  o f  A laska and o f f  British C o lumb ia ."  Wagner said.

OFF THE PRESS

STREAMBANK STABILIZATION AND MANAGE­
MENT GUIDE FOR PENNSYLVANIA LANDOWNERS, 
prepared by the Pennsy lvan ia  Departmen t o f  Env ironmenta l 
Resource ’s D iv i s ion  o f  Scenic R ivers . A l though  prepared vvuh 
Pennsy lvan ia landowners in m ind , much  o f the in formation 
contained in the gu ide is app l icab le  everywhere.

The purpose ot th is h andbook  is to help owners o f  streamside 
property manage their s t re am bank s  in ways that result in 
increased benefits and fewer erosion problems. In formation is 
presented which  w i l l a l low  the reader to more fu l ly  understand 
the behav io r o f  streams and w hy s t rcambank fa ilure or erosion 
occurs . A sum m ary  o f  the advantages , d isadvantages, effective-



■ NEWS CONTENT >N TW'S SECTION w a s  PO ==ABED 9V Th c  s e a

SECTION D
Sunday, January 17. 1953 
T re  Seattle Times 
Seattle Post-lntelliaencer Morthwes

Salmon comeback: 'big nest’ in river
This year’s Columbia run is greatest since dam-building era began

T -

b y  J i m  K l a h n

A s s o c i a t e d  P r e s s

V E R N I T A .  Franklin C o u n t y  —  

Fisheries technician Rich Pent, 

d r a p e d  o v e r  the stanchion in the 

front of the w o r k  boat, w a s  at a 

loss to point out individual s a l m o n  

nests as h e  p e e r e d  into three feet 

of C o l u m b i a  River w a t e r  w h e r e  

the fish h a d  c o m e  to s p a w n .

"It's all o n e  big nest," h e  said, 

thro w i n g  u p  his hands.

Wild fall chinook sa l m o n ,  at the 

e n d  of a 350-mile o d y s s e y  f r o m  the 

Pacific O c e a n ,  flashed b a c k  a n d  

forth m  front of the boat as it 

floated o v e r  V e m i t a  B a r  o n  a  cold, 

clear day.

Since 1982, there h a s  b e e n  a 

steady increase in the s a l m o n  run, 

a n d  this year's run of a lialf-million 

fish is the biggest since d a m s  w e r e  

built o n  the C o l u m b i a  in the 1930s, 

w n e n  record-keeping began.

"!t's like being in a n  a q u a r­

ium." m a r v e l e d  T o n y  Floor. 3 

s p o k e s m a n  for the state Depait- 

m e n t  of Fisheries.

T h e  d e p a r t m e n t ' s  16-foot boat 

floated o v e r  a stretch of the SO- 

mile-long, free-flowing H a n f o r d  

R e a c h ,  the last m a j o r  s p a w n i n g  

g r o u n d s  o n  the heavily d a m m e d  

C o l umbia. T h e  reach, u p s t r e a m  

f r o m  Richland, flows through the 

federal H a n f o r d  N u c l e a r  R e s e r v a­

tion.

Typically, says J o e  H y m e r ,  a 

biological technician, a chinook 

redd, or nest, is eight feel across 

a n d  round. T h e  rock a n d  gravel 

are s c r u b b e d  clean of silt and-

algae b y  the s p a w n i n g  s almon.

O n  Vernita Bar, there w e r e  f ew 

round nests, just ridges of rocks 

w h e r e  redds overlapped e a c h  oth­

er. All the gravel w a s  s w e p t  clean.

" T h e  gravel is full of eggs," 

H y m e r  said.

T h e  sce n e  w a s  testimony to the 

success of this year's return of 

"upriver bnghts." the largest run 

of s a l m o n  returning to the C o l u m ­

bia a n d  the largest run in the 

United States outside Alaska.

Whi l e  20 percent of the run is 

hatchery-produced, fully 60 percent 

r e m a i n s  wild —  f r o m  the s a m e  

stocks that h a v e  m i g r a t e d  to C o ­

lumbia River gravel for t housands 

of years.

This y e a r  a n  estimated 540.000 

chinook s a l m o n  returned to W a s h ­

ington waters. Nearly half of those 

fell victim, as planned, to c o m m e r ­

cial fishermen. 13.000 w e r e  c a u g h t  

in sports fisheries, a n d  tens of 

t housands w e r e  caught in o c e a n  

fisheries. A b o u t  40,000 got past the 

four d a m s  u p n v e r  f r o m  the o c e a n  

to s p a w n  at hatcheries o r  in the 

gravel.

B ut H y m e r  a n d  Floor realize 

s a l m o n  a r e  m o r e  than just g o o d  

eating, m o r e  than a  m o n e y m a k e r  

for fishermen a n d  sports supply 

stores. Indians revere the salmon. 

T h e  fish is not only food o n  their 

table but p erhaps their greatest 

asset, since treaty rights entitle 

t h e m  to one-half the harvest.

S a l m o n  a re also p a n  of the 

entire region's social fabric a n d  

identity.

"The y ' r e  almost p n c e l e s s  in

that w a y , "  said H y m e r .  as he 

g u ided the boat along the 600-foot- 

w i d e  river, bordered b y  waist-high 

grasses a n d  orchards, the dry 

S a ddle M o u n t a i n s  to the west. 

"Genetically, they are unique. 

T h e y  range’so far, but still return 

to s p a w n . "

After 15 years of s a l m o n  runs 

ranging f r o m  130.000 to 220,000 fisn. 

the n u m b e r  of wild fish dr o p p e d  

b e l o w  100.000 in 1980 ar.d 1981. Only 

a f e w  thousand reached s p a w n i n g  

grounds.

"Six years ago, our thinking 

w a s  that w e  w e r e  going to h a v e  a 

funeral service for another wild 

s a l m o n  run," Floor said. " T h e r e  

wasn't a  unified c o m m i t m e n t  to 

rebuilding a n m  that s e e m e d  to b e 

h e a d e d  for s o m e  kind of limited 

extinction."

Overfishing f r o m  Alaska to the 

C o l umbia, a n d  death at the d a m s ,  

also helped reduce the s a l m o n  

n u m b e r s .

M a n y  factors helped t u m  the 

fishery around, including the par­

ticipation b y  a small a r m y  of 

fisheries biologists a n d  favorable 

o c e a n  conditions after a disastrous 

" E l  N i n o "  w e a t h e r  p h e n o m e n o n .

Also:

■ T h e  N o r t h w e s t  P o w e r  Act. 

p a ssed b y  Congress, direcied a 

rebuilding of fisheries d a m a g e d  b y  

dam-building.

B  A  U.S.-Canada S i l m o n  T r e a­

ty cut b a c k  C a n a d a’s take of fish 

along the British C o l u m b i a  coast.

B  A  n e w  spirit cf cooperation 

h a s  e m e r g e d  in the r»qion, after 

years of contention w n e n  a 1974

federal court ruling held th.ai 

Indians h a d  rights to half of the 

sa l m o n .  ■

Floor says the effect w a s  thal 

the state w a s  c o m m i t t e d  to prq- 

tecting the run. > -

T h e  goal, u n d e r  the N o r t h w e g t  

P o w e r  Act. is to d o u b l e  the output 

of the C o l u m b i a  a n d  its tributaries 

b y  the y e a r  2000 to a  total of aoouz 

5 million s a l m o n  a n d  steeihead. j

M u c h  of the m o n e y  p a y i n g  for 

s a l m o n  conservation c o m e s  (rorti 

electric utility c u s t o m e r s .  T h e  ra­

tionale is that the d a m s  p r o d u c i n g  

electricity c a u s e d  m u c h  ol the 

decline iri s a . m o n  runs. ; _

T e n  d a m s  r a n g e  along the 

C o l u m b i a :  G r a n d  C o u l e e  D a m ,  550 

miles f r o m  the sea. bars a n y  

ocean - m i g r a t i n g  fish.

Despite a g r o w i n g  conserva(-- 

tiomst ethic in the Northwest!., 

there a re still projects threatening 

the s a l m o n  run. O n e  proposal is to 

d r e d g e  the H a n f o r d  R e a c h  for 

shipping c h a n n e l  so b a r g e s  caftv 

ca r r y  c a r g o  as far u p n v e r  a s - 

W e n a t c h e e .  60 miles a b o v e  thfe’. 

reach. I .

"Th i s  is o n e  of the m o i  

d a m a g i n g  projects to c o m e  along 

in a  long time," s a y s  Phil P e t e r­

son, regional habitat m a n a g e r  for 

the D e p a r t m e n t  of Fishenes. J

T h e  C o r p s  of E n g i n e e r s  h a d  

w a n t e d  to build a n  artificial s p a w n ­

ing c hannel o n  the r e a c h  this yeaj-. 

to d e t e r m i n e  w h e t h e r  s a l m o n

P l e a s e  s e e  SALMON o n  D  2
l

are s c r u b b e d  clean of silt and- " T h e y ' r e  almost p n c e l e s s  in- years of contention w n e n  a 1974 __________________________________________
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Sh-h-h: Mount St. Heiens may be taking another nap
A s s o c i a t e d  P r e s *  • too. if St. Helens is d e a d  o r  not." of timberland. A s h  fell over m u c h  ten rock to the surface, is e m p < ;

t u  t tinn C u . m c n n  cnrntisr in of the N o r thwest a n d  a cloud of a n d  sagging. A s  this rock m o v e s .  1

L O N G V I E W  —  Scientists are 

w o n d e n n g  if M o u n t  St. H e lens has 

entered an o t h e r  century of d o r­

m a n c y .  n o w  that it h a s  slept 

tn rough 1987.

Last y e a r  w a s  the first t i m e  it 

has r e m a i n e d  so quiet since it 

b o o m e d  to life cataclysmically in
I CKO

loo. if St. Helens is d e a d  or not. 

says D o n  S w a n s o n ,  scientist in 

c h a r g e  of the U.S. Geological 

Survey's C a s c a d e  V o l c a n o  O b s e r­

vatory in V a ncouver, W a s h .

T h e  m o u n t a i n  r u m b l e d  to life 

on M a r c h  20. I960, w u h  a n  earth­

q u a k e  m e a s u r i n g  -t.l o n  the R i c h­

ter scale.

T w o  m o n t h s  l.iipr. on M a v  '4.

of timberland. A s h  fell over m u c h  

of the N o r thwest a n d  a cloud of 

ash circled the globe.

O t h e r  eruptions followed, but 

the m o r e  recent ones h a v e  been 

r.onvioient a n d  m e rely increased 

the size of a  lava c o m e  in the 

crater.

Since S e p t e m b e r  I9S7, scien- 

i-sis h a v e  lieiec'rd small earth-

ten rock to the surface, is e m p f v  

a n d  sagging. A s  this rock m o v e s .  

se n d s  out s h o c k  w a v e s  that regis­

ter as earthquakes.

U n d e r  the other theory, m e  

conduit still contains m o l t e n  rocx 

that is b locked f r o m  reachine ine 

surface "but is restless to get out," 

S w a n s o n  said.

" P e o p i e  h a v e  to - e n e m b e '  

that w e  re lookine three r o u e s  - •



fiin hair Share. W a s h i n g t o n  .'laid 

G r a n g e ) .  t w o  ot thrt-? stale utility 

regulators (S h a r o n  Nelson a n J  

Dirk C a s a d )  a n d  (he state D e p a r t­

m e n t  o( Information Systems. 

Independent p n o n e  c o m p a n i e s  are 
neutral.

■ How can they be opposed to 
com petition? T h e y  s ay they 

aren't. O p p o n e n t s  say P N B  w a n t’s

i n ' .    s ,  I I " " , • fin-  s t a l e
alr-’n d v  m u s t  ili-regulate ,:nv s»r- 

vn.es that r h o n e  c o m p a n i e s  c an 

pr o v e  are truly competitive

D  So u  hat's w r o n g  with exist­

ing l a w ?  P N B  says it n e e d s  the 

flexibility its competitors h a v e  to 

respond to rapidlv chan g i n g  m a r ­

ket conditions. U n d e r c u r r e n t  law, 

the p n o n e  c o m p a n y  savs, it ha s  to

f .• r »' »»• !if • r.ir• •«,
' . SSI ! n i  m n  l.i <t v e ir Tins 

• •vs s.is. rx.ici’v Ine w r o n g  

time to scrap a m d  true

s ' s t e m  for o n e  that allows auto- 

m m v  rate increases

B  W h a t  isn't c o v e r e d  b y  the 

c a p ?  O n l y  basic residential a n d  

business rates are covered, a c­

cording to the bill. S o  p a y - p h o n e  

rates probaoiy are not limited b y

' !"• : j p  m  a .:*•,*

.1 ni.irmg happens. 'Jgrs""~' '• v'-* 

S - -p t lC .U .  In t h e  J ! .  v e i - s  ;
"in are.ik u p  of V o  B e  . ,

n P N B  nas p r o d u c e d  nos- ,

5C m i l l i o n  in dividends .

parent c o m p a n y .  1 5  W e - :  ?_• ! 

p r oponents sa y  the statu:.: s - 

pi. proves that existing re-jia- j 

t u n s  d o  nothing m o r e  than 'guar- I 

a.-.tee profits."

Tech n ic ian *  Jo« Hym w , l«fL end R ich Petit take sca le  sample* from a salm on that has spaw ned at Hanforti Reach.
AS*0C.a?G3 P*«J

This year’s Columbia run is greatest since dam-building era began
SALMON
c o n t i n u e d  t r o m  0  1

could b e  enticed to use it instead of 

the river s gravel.

But the a g e n c y  delaved the 

preliminary w o r k  o n  m e  p u n  in 

S e p t e m b e r .  Coi p s  s p o k e s m a n  Ste­

ven Foster says the corps lacked 

time to o b u i n  permits, a n d  ihat 

several anim a l  a n d  plant species in 

the area mignt he UC.tl gnated rare 

or endangered.

T h e  nutcrv against construction 

of a Channel has c o m e  f r o m  

conservationists, Indian tribes, 

s p o r t s m e n  a n d  ihe state Fisheries 

a n d  \LinJlife d e p a r t m e n t s  W a s h ­

ington S I S se'i.ilnrs a n d  H e p  Xnl

M o r n s o n ,  w h o s e  distnct includes 

the H a n f o r d  area, h a v e  p r e p a r e d  

legislation to m a n e  the re a c h  a 

wild a n d  scenic river.

North of ihe reach, a b o v e  

Priest R a p i d s  D a m .  the A r m y  
w a n t s  tn e ' p a n d  u s  Y a k i m a  Firing 

R a n g e  , m d  is prop wing a river- 

crossing m u l i n g  .e-a P"lerson

s . i V S  l l ' e  F " s l l lT ) " S  I ' e p a i  t i n e l l l

also op p o s e s  that proi“c 

b e c a u s e  it w o u l d  me: 

possibility of oil spnls 

C o l umbia,

Pot h e  thinks 'he 

protect is m e  biggest 

r e l u m i n g  cnmoi'K
" i f  w e  c a n ' t  b m j  t '  

Hantiirtl Uejieh '

>n p a ­
u s e  
- t o

j  *fw4 a - e  -•
r*tl •-

•••«* r n



i n  all the years Vic a n d  
Tony fished the sturdy, 

double-ended,, deep-drafted; Dammtmae, very little changed in 
the; Southeast troll; fishery*.* 
They drug hooks through the 
water along thecraggy oqtside 
coast of- Bara not Island, year-., 
round* catchingkingK. Vlcaiufc: 
Tony are gone now, both, the * 
young Sitkan and the old Spai*-- 
tard dying in separate incidental 
back in *83r and. with them.



Victor > I'usr trip aboard the D on nam ae . rail or

seems to have gone the laid-back troll­
ing lifestyle which initially drew so 
many to the fishery. One wonders if 
they would've adapted to the change.

'In the oid days," says Alan Davis, 
troll biologist for the Alaska Depart­
ment of Fish and Game, "we'd see 
boats spread out all up and down the 
beach. Now we just see these big 
peaks of boats." The pack atmos­
phere. First seen with the ominously 
efficient Seattle "clone fleet" spread 
out the entire length of Southeast 
testing the waters of each bay, coded 
calls would converge fiberglass clones 
on one drag to mop up a bite. If you 
can't beat 'em. join 'em: Today a com­
plex of intertwining code groups fills 
an empty horizon with a swarm of 
boats thick as dies within just hours.

These increased rates of harvest 
yield higher catches sooner—eating 
the quota faster, compressing seasons 
further. The derby mentality. During 
the 'Sn5- trollers watched their tradi­
tional 180-clay summer king season 
nearly evaporate to ;ust 113 fast and 
furious days by 19S7. compelling 
many to abandon yesterday's habits 
and routine to go hardcore, grinding

■* i
JJ.

the drag from the first hint of dawn 
til! the last shard of light pierced the 
Panhandle's western horizon.

P etersburg trailer Gary Slaven, 
chairman of the Alaska Board of 
Fisheries and vice-chairman, northern 

panel. L’.S. section of the U.S./Canada 
salmon treaty team, says negotiators 
anticipated the Southeast fleet's 
average daily king catch to be 5,500  
fish, a figure ADF&G agreed was "in 
the ball park." With about a 200,000- 
fish quota, the 1987 season should've 
stretched from its opening June 20 in­
to late July.

"Well, we went out there and it 
never did drop that low." Slaven says. 
The average catch per day of 9,000 to
11.000 fish closed kings in short order 
at midnight July 12. With number of 
boats and lines fixed by limited entry 
and technological effort fairly stabil­
ized since about 1985. he continues, 
fishermen, processors, and managers 
alike attribute the higher catch rates 
to a greater resource abundance.

"If there's not a new hootchie 
around." Davis surmises, "there must

be more availability M. •>.- 
fact. Mian ever anticipated by popula 
tion models for the coastwide. i.Vy-ar 
chinook stock rebuilding program 
undertaken with the 1984 signing of 
the l.’.S./Canada Pacific Salmon Trea­
ty. ADF&G com m issioner Don Col- 
linsworth calls it a "flooding effect 
here in Southeast Alaska." and Slaven 
remarks that it "doesn't take a 
mathematical genius to figure (the 
season) might only be 15. 16 days next 
year."

Locked into a set quota by interna­
tional treaty. Southeast Alaska's 
chinook abundance brings its own set 
of problems: short seasons and shak­
ing kings during a coho-only fishery. 
Shaking kings, in turn, brings some 
level of associa ted  m ortality—a 
resource loss. Col linsworth points out. 
that neither adds to escapement goals 
nor accrues any kind of benefit to the 
fishermen. "In the great schem e of 
things," says the commissioner, "that 
doesn't make a helluva lot of sense."

A s the National Marine Fisheries 
Service Auke Bay Lab analyzes data 
from its two-year study of chinook 
hook-and-release mortality, prelimi­
nary results lend harder numbers to 
indicate a lower mortality rate than 
som etim es previously assumed. The 
unique study involves sea pens— 
holding fish to observe delayed 
mortality—and seem s to corroborate 
findings from earlier tag recovery 
studies, according to A lex Werth­
eimer. task leader for the NM FS 
Early-Ocean Salmon Research Prot­
ect. Results suggest an overall mortali­
ty rate of about 25.5 "o for sublegal 
chinook hooked and released and 
22.5% for legals.

W ith shaking kings, Wertheimer 
says, it appears "nuances of 
technique (are) not as important as 

wound location." If gill-hooked. "That 
fish is going to die." Post-mortem ex­
amination of larger fish dying from 
apparently minor injuries usually 
revealed hidden gill damage.

One of four L’.S. negotiators on the 
Pacific Salmon Commission. Collins- 
worth notes that som e interests along 
the coast would like to see cne Alaskan 
troll quota reduced for this incidental 
chinook mortality. Such a penalty, he 
says, would only fuel the situation by
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reducing quotas further-causing even 
shorter king seasons, thus longer 
periods of non-retention, and yet 
higher incidental mortality: "A death 
spiral for our troll fishery and som e­
thing we cannot allow to happen." Col- 
linsworth calls such iish accounting a 
"total mortality quota" rather than a 
harvest quota.

This management problem doesn't 
look like it'll just go away. Troll 
biologist Davis expects good king 
returns to continue (barring some 
natural disaster that would severely 
affect escapem ents on a coastwide 
basis), especially since 1989 will be 
the first year to see the direct results 
in escapem ents from the treaty. Davis 
adds that if we didn 't  see more kings 
while continuing to increase produc­
tion from both hatcheries and wild 
stock enhancement, then something's 
wrong. And trailers saw more kings, 
caught more kings, then shook more 
kings than they can remember.

"It was really neat to see 'em back." 
says fisherman Eric Jordan, a repre­
sentative on the Sitka Fish and Game 
Advisory Committee raised in the 
Southeast troll fishery. Jordan re­
counts that each year of the last five 
he's had a day when he caught more 
kings than the biggest score his father. 
"Skip." ever had before his death in 
1965. "So big, so many of 'em," Jordan 
says, “it just made it all the harder to 
release them."

< C T  guess I'll never get used to 
A  shaking these kings." com ­

ments longtime trailer Jake Phillips of 
Pelican. Many Southeast trailers echo 
his sentiment, often becoming frus­
trated and disillusioned with the poli­
tics of a treaty they see as rigid and 
unresponsive to a changing situation.

"We're seeing a little faster turn­
around than everyone expected," ad­
mits Davis. "One of the problems with 
the treaty is that it's fairly inflexible 
to react to a sudden population in­
crease." Although the treaty's 15-vear 
rebuilding plan officially went into ef­
fect in 1985 land unofficially in 84 
with a "gentlemen's agreement"). 
Alaskans had already enacted some 
self-imposed restrictions back in 1980 
to counteract coastwide environmen­
tal degradation and over-harvesting 
trends of the 7 0 s.
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Also features on a possible new hagtlsh fishery and Oregon 's new marine 
management plan.
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ARGUS
WATCHFUL GUARDIAN

STRATEGIC POINTS UNDER CONSTANT SURVEILLANCE
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s y s t e m  is the " w a t c h f u l  g u a r d i a n . "
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"Just like R takes a Mug time to 
rebu ild .” Davis ccr.tinues. ":t took a 
long time to knock 'em down." He con­
cedes lishermen's trustrations. but ex­
plains the intent ot rebuilding stocks 
;s to let more :isn go to ultimately 

' spawn and die. He adds thatif fishing 
had been halted altogether during the 
process—admittedly an economically 
unfavorable option—the sam e in­
cidence of seeing kings you couldn't 
catch would occur: "As the rebuilding 
schedule is in progress you're going to 
have more fish around and the catch 
limits will be low to maximize escape- 
n s."

But on the heels of this year’s 
chinook abundance. Davis tempers 
premature postulations that "the fish 
are rebuilt" by suggesting population 
increases might be short-lived, a "lit­
tle bump" which might fall back down 
again in a couple more years rather 
than a trend. "There's a lot of fish 
around, there's no doubt about that."

Commissioner Collinsworth agrees 
I when he says. "1 guess one year does 
i not a trend make." Vet he points to the
j broad distribution of chinook and the

continued population highs through­
out the year as "empirical evidence"

I that there's more fish than anticipated, 
a situation in Alaska more durable 
than just “fish on the bite" or kings 
"taking the bait better." as some 
might suggest.

"If stocks are in fact in better con­
dition and are rebuilding more rapid­
ly, there s'nouid be an opportunity for 
the present generation of fishermen to 
harvest those fish." he says. But the 
commissioner also cautions that the 
15-year process is broken into threes, 
a "3-year rebuildm" program," that 
some experts s? quires completing 
‘he first cycle utter the 1988 season 
oefore developing a trend analysis.

F
ifteen years is a long time for 
fishermen tightening their belts to 
conserve a resource—fishermen un­

derstandably disgruntled when those 
same fish swim south to others' hooks 
and profits down the line. Col­
linsworth maintains that "it seem s a 
reasonable and fair thing" to allow 
some marginal increase in quota "as 
long as we meet objectives of the pro­
gram by 1988." Conservative depart-

I

mental management the 
too, saw the I98*i soutneai' 
season opening and closing like ■ 
revolving door trying to prevent g-m g  
over-quota, and kept the catch in 1 .'87 
to within 17) of the quota although 
granted a 7'ro margin by the com m is­
sion.

"When they negotiated  the treaty," 
Jordan says, "the emphasis was on 
rebuilding depressed stocks. There 
was so much political efrort into prov­
ing the stocks were so low and need­
ed so much help." he adds, most 
negotiators from down south worried 
about even meeting the rebuilding 
schedule.

"So now (w ere! in a situation of an 
unanticipated surplus and no plan to 
allocate the surplus." Jordan charges. 
"So what's happening is the last peo­
ple downstream—Washington. Ore­
gon. the Indians—are having a bonan­
za while Alaska and Canada are hav­
ing a real difficult time living within 
the quota."

Indeed, early evidence o f catch 
returns indicates more chinook up- 
river 'orites harvested in the Columbia 
this season than the whole of the 
Alaskan troll quota. "I think that the 
Columbia River is rebuilt." Slaven 
says. Canadian trailers, too. faced the 
problems inherent to single-species, 
cono-oniy fisheries when the west 
coast of Vancouver Island first closed 
to kings last year, northern British 
Columbia joining them this year. 
Managers worry what this increased 
effort in direced fishing for cohos will 
do to those stocksi some runs already 
troubled from poor escapem ents in 
1983 suffered heavy pressure this 
summer from a hungry fleet fishing 
harder and ever farther offshore.

A laska Board of Fisheries Chair­
man Slaven stresses that Alaska 
is serious about rebuilding chinook 

stocks to the "viable runs" of the '60s. 
and says that any funner treaty nego­
tiations necessarily relate directly 
back to the rebuilding schedule: the 
"appropriateness of current harvest 
ceilings;" inc.aental mortality coast­
wide and in all gear groups: trans- 
boundary river disagreements; and 
the definition of the so-caiied "Pass- 
Through Provision" which directs the
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bulk >u fish saved by conservation ef­
forts to escapem ent and not reallo­
cation.

"R iant now we re negotiating bow 
we share the pain of rebuilding." says 
Slaven and he warns that post-treaty 
negotiations determ ining how West 
Coast fisherm en "share the fruits" 
promise to be equally controversial.

"I think we can m eet our commit­
ment and catch more fish." he ven­

tures. a view he adm its may yet be 
peculiar to Alaska. "W ere trying to 
tope with an availability we've never 
seen before."

"T he whoie purpose." Collinsworth 
agrees. "wa= to rebuild the stocks on 
a coastwide basis and then have a 
m anagem ent program to keep stocks 
from being over-harvested." He calls 
pre-treaty harvest levels < 10 years ago 
about twice today's) "not sustainable."
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Maximum speed, 
minimum Q 
effort.
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FOOD SAVER 
ONLY
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Discount prices on bag supplies
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TheS IM RA D  FS3300 TrawLSgnar'Nct Monitoring System disp lays 
crucia l traw l information never before available to the commercial. 
fishing.vessel operator. The FStltlBO disp lays dept ji. tempera! itrtv 
catclt indication, the entire net opening, panels find fish targets 
completely around the net on a high resolution H-color threshold 
level monitor. Come in a fid sec it! * "

'.Photo bv Bob Watson "Sea JVnlf

1976 to '78. "I just don't see any r.ew 
innovative ways to turn the clock back 
on trailing, anymore than we can on 
black cod." He says he's listening 
anyone's got any "creative ideas."

"The best thing we can hope for." 
he says, is to help rebuild stocks a..c 
"get our fair share." Perhaps political 
pressures will press harder to account 
for undetermined chinook losses to 
foreign nign-seas interception and the 
unmonitored domestic trawl industry. 
"We don't know whether it's 10 or 10 
million fish that are bound for Alaska" 
taken on the high seas, Jordan says, 
with little more known about dom es­
tic trawl bycatch in the absence of 
observers.

Even so, the future of troll-caught 
Southeast saimon may very well hinge 
on the outcome of the state's finfish 
mariculture debate, temporarily :-n 
hoid for a year's moratorium of stucv 
before the legislature takes action on 
the controversial issue. Jordan iiker.s 
the bitterly divided battle to the "fenc­
ing of the open range sort of thing.' 
One wonders if the Western cowboy 
and the Alaskan trailer might both 
suffer the sam e fate?

Regrettably, the good old days of the 
Alaskan trailer are slipping away. It's 
a new age, new rules, a new fishery— 
what biologist Davis cails “a totally 
different ball game . . .  also just the 
nature of the beast of change."

O
nce known as the gentlemen's 
fishery, “It's getting to be a very, 
very, very professional fishery now," 

Slaven says. The last bastion or a 
lifestyle tuned to seasonal rhythms of 
the sea may ’veil be the winter troli 
fishery—short days, less pressure, and 
long seasons :.till stretching the six- 
month distance. One wonders, too, if 
the locals will long enjoy it.

When tragedy twice struck the 
double-ender Donnanuie that sad year. 
Tony's ashes were scattered in her 
wake off Biorka. Victor's down at 
Snipe. Wherever those two Southeast 
trailers are today—probably still 
arguing—the slab king saimon are 
surely on the bite, and the season 
never doses. EL
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Making Hay 
While the Sun Shines

3Y BETH McGINLEY

A red hot seafood market made this year's AN U G A 
food show a bonanza for U.S. seafood companies. Salmon 
ii. particular fueled the frenzied buying and selling.

A
 s iz z l in g  s e a fo o d  m a r k e t  
boiled over into ANUGA *S7. the 

world's largest food show, and sent 
prices and sales of U.S. product to 
record highs. Am erican companies 
sold over so  million worth of sea rood 
at the show itself and expect : o  seii 
nearly *70 million over the next year.

Colorful booths, shining display 
case s , and crow ds filled  th e

Seafood disp layed at th is 
year's A N U G A  food show.

BSC."
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