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D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a

P r e p a r a t i o n  o f  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a  
M a n a g e m e n t  P l a n  w i l l  t a k e  o n e  y e a r  t o  c o m p l e t e  a n d  
r e q u i r e  t h e  f o l l o w i n g  e x p e n s e s  (in t h o u s a n d s )  if 
c o n d u c t e d  c o n c u r r e n t l y  w i t h  p r e p a r a t i o n  o f  a n y  
o t h e r  c r i t i c a l  h a b i t a t  a r e a  m a n a g e m e n t  p l a n :

P e r s o n n e l

H a b i t a t  B i o l o g i s t (18c) 6 m o n t h s 4 . 5 / m o n t h 2 7 . 0

G a m e  B i o l o g i s t (16c) 2 m o n t h s 4 . 0 / m o n t h 8 . 0

D r a f t i n g  T e c h . (14d) 1 m o n t h 3 . 5 / m o n t h 3.5

C l e r k / T y p i s t ( 8 a) 1 m o n t h 2 .3 / m o n t h 2.3
$ 4 0 . 8

T r a v e l

S t a f f  t r a v e l  t o  G u s t a v u s  a n d  J u n e a u  

C o n t r a c t u a l

T e l e p h o n e  0 . 7 5 / m o n t h  x  12 m o n t h s
P h o t o c o p y  0 ' 0 / m o n t h  x  12 m o n t h s

A d v e r t i s i n g  / p u b l i c  
n o t i c e s  

A e r i a l  p h o t o g r a p h y  
p r i n t i n g /  p h o t o g r a p h i c /  

b l u e p r i n t i n g

$2.0

0.9
0.1

1.0
0.7

4.0
6 . 7

S u p p l i e s  

■ O f f i c e  s u p p l i e s 1.0

T O T A L $ 5 0 . 5
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A L A S K A  S T A T E  L E G I S L A T U R E  - S E N A T E
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M E M O R A N D U M

TO: R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n ,  c o - c h a i r
R e p r e s e n t a t i v e  S a m  C o t t e n ,  c o - c h a i r  
H o u s e  R e s o u r c e s

F R O M :  S e n a t o r  D i c k  E l i a s o n

RE: C S S B  362 (Res) - A n  A c t  e s t a b l i s h i n g  t h e  D u d e  C r e e k
C r i t i c a l  H a b i t a t  A r e a

D A 1 E : M a r c h  24, 1 9 8 3

I w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s c h e d u l i n g  
C S S B  362 (Res) f o r  a h e a r i n g  b e f o r e  t h e  H o u s e  R e s o u r c e s  
C o m m i t t e e  a t  t h e  e a r l i e s t  p o s s i b l e  t i m e .

C o m m i t t e e  S u b s t i t u t e  f o r  S B  362 (Res) e s t a b l i s h e s  t h e  D u d e  

C r e e k  C r i t i c a l  H a b i t a t  a r e a  n e a r  G u s t a v u s .  T h i s  l e g i s l a t i o n  
is a d i r e c t  r e s p o n s e  t o  a r e q u e s t  f r o m  t h e  r e s i d e n t s  o f  
G u s t a v u s .  I n  J a n u a r y ,  1984, t h e  c o m m u n i t y  o f  G u s t a v u s  

o v e r w h e l m i n g  p a s s e d  a r e f e r e n d u m  r e q u e s t i n g  t h e  e s t a b l i s h m e n t  
o f  a c r i t i c a l  h a b i t a t  a r e a  f o r  t h e  p r o t e c t i o n  a n d  e n h a n c e m e n t  
o f  a k e y  r o o s t i n g  a r e a  f o r  m i g r a t i n g  L e s s e r  S a n d h i l l  C r a n e s .

I n  1 9 8 5  s i m i l a r  l e g i s l a t i o n  p a s s e d  t h e  H o u s e  u n a n i m o u s l y ,  b u t  
a s  t h e  m a j o r i t y  o f  t h e  l a n d  in q u e s t i o n  w a s  m e n t a l  h e a l t h  
t r u s t  l a nd, t h e  S e n a t e  d e c i d e d  t o  d e l a y  a c t i o n  o n  t h e  
l e g i s l a t i o n  u n t i l  a n  e q u i t a b l e  s o l u t i o n  t o  t h e  t r u s t  l a n d  
i s s u e  w a s  f o u n d .  P a s s a g e  o f  C h a p t e r  48, S L A  198 7 ,  p r o v i d e d  
t h e  a n s w e r .  U n d e r  t h e  e n a c t m e n t  o f  t h i s  law, t h e  3 , 4 4 3  a c r e s  
o f  m e n t a l  h e a l t h  t r u s t  l a n d  l o c a t e d  w i t h i n  t h e  propo: e d  
c r i t i c a l  h a b i t a t  a r e a  w i l l  r e m a i n  i n  t h e  t h e  m e n t a l  h e a l t h  
t r u s t  c o r p u s  a n d  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  w i l l  n o t  
n e e d  t o  f i n d  r e p l a c e m e n t  l a n d s  f o r  t h i s  a c r e a g e .  G e o r g e  
R o g e r s ,  c h a i r m a n ,  I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n ,  
s u p p o r t s  t h e  p a s s a g e  o f  C S S B  362 ( R e s ) .

T h e  d e s i g n a t i o n  o f  a c r i t i c a l  h a b i t a t  a r e a  w o u l d  a l l o w  a l l  
t r a d i t i o n a l  u s e s  o f  t h e  l a n d  w h i l e  p r o v i d i n g  w i l d l i f e  h a b i t a t  

p r o t e c t i o n .

RULES COMMITTEE CHAIRMAN 
LABOR & COMMERCE COMMITTEE VICE CHAIRMAN

l e g is la tiv e  c o u n c il

RESOURCES COMMITTEE 
FISHERIES SUBCOMMITTEE CHAIRMAN

, ri • >

■ , Jr
-'■07.7̂ -



D U D E  C R E E K  C R I T I C A L  H A B I T A T  A R E A  

L e t t e r  o f  I n t e n t

I n  c r e a t i n g  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a ,  it is t h e  

i n t e n t  o f  A l a s k a  S t a t e  S e n a t e  t h a t  h u n t i  g, f i s h i n g ,  a n d  

t r a p p i n g  w i l l  c o n t i n u e  t o  o c c u r  i n  a c c o r d a n c e  w i c h  h a r v e s t  

r e g u l a t i o n s  a s  e s t a b l i s h e d  b y  t h e  B o a r d s  o f  F i s h e r i e s  a n d  

G a m e .  T h e s e  a n d  t h e  a d d i t i o n a l  p u b l i c  u s e s ,  l i s t e d  i n  t h e  

e n a b l i n g  l e g i s l a t i o n ,  i n c l u d i n g  m e c h a n i z e d  a c c e s s ,  w i l l  b e  

c u r t a i l e d  o r  d i s a l l o w e d  o n l y  i f  t h e r e  is s u f f i c i e n t  e v i d e n c e  

t h a t  t h e s e  u s e s  a r e  d e t r i m e n t a l  t o  t h e  c r a n e s  o r  t h e i r  

h a b i t a t .  T h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  w i l l  c o n d u c t  

s p e c i f i c  f a c t  f i n d i n g ,  i n c l u d i n g  p u b l i c  h e a r i n g s  i n  G u s t a v u s ,  

p r i o r  t o  m a k i n g  f i n a l  d e t e r m i n a t i o n  o f  t h e  a p p r o p r i a t e n e s s  o f  

a b o v e  u s e s .

T h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  is t o  c o n s u l t  w i t h  t h e  

c o m m u n i t y  o f  G u s t a v u s  i n  t h e  p r e p a r a t i o n  a n d  i m p l e m e n t a t i o n  o f  

a m a n a g e m e n t  p l a n  f o r  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a .

I n  t h e  e v e n t  t h e  c o m m u n i t y  f o r m s  a n  A d v i s o r y  C o m m i t t e e ,  t h e  

d e p a r t m e n t  w i l l  w o r k  c l o s e l y  w i t h  t h a t  c o m m i t t e e  in 

p r e p a r a t i o n  o f  t h e  p l a n .



Gustavus 
Community
A  c t a n n i
*  A M i i ^ W X U U V / i L

4r
 ̂ t Post Office Box 62

Gustavus, Alaska 99826
J a n u a r y  2 7 ,  1 9 8 3

S e n a t o r  D i e k  E l i a s o n  
P o u e h  V

J u n e a u ,  A E  9 9 8 0 1

D e a r  S e n a t o r  E l i a s o n ,

W i t h  t h e  s e t t l i n g  o f  t h e  m e n t a l  h e a l t h  l a n d  i s s u e ,  the w a y  a g a i n  
s e e m s  e l e a r  f o r  C S H B  3 1 2 ,  t h e  b i l l  f o r  a n  a c t  t o  e s t a b l i s h  t h e  
D u d e  C r e e k  C r i t i c a l  H J s i t a b  A r e a ,

I w o u l d  l i k e  t o  t a k e  t h i s  o p p o r t u n i t y  t o  e n c o u r a g e  y o u r  s u p p o r t  
f o r  t h i s  b i l l .  W o r k  w a s  b e g u n  t o w a r d  t h e  p o s s i b i l i t y  o f  t h e  

c r i t i e a l  h a b i t a t  d e s i g n a t i o n  i n  1 9 7 8  a n d  t h r o u g h  a  l e n g t h y  p r o ­
c e s s  o f  n e g o t i a t i o n  a n d  c o m p r o m i s e  a  p r o p o s a l  w a s  r e a c h e d  t h a t  
d o e s  m e e t  t h e  n e e d s  a n d  w i s h e s  o f  m o s t  p e o p l e .

T h e  c o m m u n i t y  d e m o n s t r a t e d  m a j o r i t y  s u p p o r t  f o r  this b i l l  i n  J a n­

u a r y ,  1 9 8 1^, i n  a  r e f e r e n d u m  b a l l o t  p o l l i n g  e v e r y  r e g i s t e r e d  v o t e r .  

T h e  r e s p o n s e  w a s  6 6  i n  f a v o r  a n d  2 5  o p p o s e d .  I n  1 9 8 5 ,  t h e  G u s t a v u s  
C o m m u n i t y  A s s o c i a t i o n  e n d o r s e d  t h e  b i l l .

T h e  c r i t i e a l  h a b i t a t  d e s i g n a t i o n  w o u l d  a l l o w  a l l  t r a d i t i o n a l  u s e s  
6 f  t h e  l a n d  t o  c o n t i n u e ,  i . e . ,  h u n t i n g ,  fishirxg, c l a m m i n g ,  b e r r y  
p i c k i n g ,  c o l l a t i o n  o f  b e a c h  l o g o ,  k o l p i n g ,  g r a z i n g ,  h i k i n g  a n d  u s e  
o f  r e c r e a t i o n a l  v e h i c l e s ,  w h i l e  p r o v i d i n g  e n d u r i n g  w i l d l i f e  h a b i t a t  
p r o t e e t i o n .

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

D a n  M i l l s  
P r e s i d e n t

D M / a m



o F  M M

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

O FF iC E  O F  THE C O M M ISS IO N ER  I

S T E V E  C O W P E R , G O V E R N O R

POUCHM
JUNEAU. ALASKA 99811 
PHONE: 907-465-2400

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

S e n a t o r  R i c h a r d  I. E l i a s o n  
P . O .  B o x  V

J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

I am_ p l e a s e d  t o  i n f o r m  y o u  t h a t  t h e  I n t e r i m  M e n t a l  H e a l t h  T r u s t  
C o m m i s s i o n  (IMHTC) i s  a b l e  t o  s u p p o r t  t h e  p a s s a g e  o f  S B  3 6 2 -  
e s t a b l i s h i n g  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a .  T h i s  s u p p o r t  
w a s  m a d e  p o s s i b l e  t h r o u g h  t h e  e n a c t m e n t  o f  ch. 48 S L A  1 9 8 7 .  
S h o u l d  S B  3 62 b e c o m e  l a w  p r i o r  t o  t h e  r e c o n s t i t u t i o n  o f  t h e  
m e n t a l  h e a l t h  t r u s t  c o r p u s ,  t h e  w o r k  o f  t h e  D N R  a n d  t h e  I M H T C  
w i l l  b e  r e d u c e d  b y  l e a v i n g  3 , 4 4 3  a c r e s  m o r e  o f  t h e  o r i g i n a l  t r u s t  
l a n d  i n  t h e  r e c o n s t i t u t e d  t r u s t  c o r p u s  t h a n  w o u l d  b e  i f  i t  i s  n o t  
p a s s e d .

I f  I c a n  b e  o f  f u r t h e r  a s s i s t a n c e  p l e a s e  f e e l  f r e e  t o  c o n t a c t  me.

/ „
S i n c ' ^  Liiy,

G e o r g e  R o g e r s ,  Chai]

I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n



S e n a t o r  D i c k  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A K  99811

D e a r  S e n a t o r  Eliason,

In January, 1981|, a r e f e r e n d u m  (enclosure 1) was sent to all r e g­
istered Gustavus voters, asking w h e t h e r  they favored cre at i o n  of 
a lilOO-acro Critical Habitat A r e a  to protect migrating sandhill 
cranes. This capped  a t w o - y e a r  c o m m u n i t y  effort to r e s ear ch the 
need for p r o t e c t i o n  and the various protective options availabxe. 
About 180 ballots were sent out; 91 people chose to vote; 66 
favored  the proposal and 2 5  oppos ed it.

A committee of Gustavus residents was then formed to act on this 
mandate. In c o n s u l t a t i o n  w i t h  D e b r a  Clausen, ADF&G, Habitat D i v­
ision, we d e v e loped a package of b a c k g r o u n d  information (enclosure 
2), a p r o posed draft of enabling l e g i s l a t i o n  (enclosure 5), and 
a b o u n d a r y  map (enclosure i{.). This m a t e r i a l  has n o w  b e e n  d i s­
played at the post office for several weeks, and to date we have 
r e c e i v e d  no adverse comment on it. W e  hope that y o u  and Repre­
sentative Goll w i l l  now b e g i n  the process of enactment into law.

I n  i/he course of our w o r k  011 tne crane issue, three clearcut 
c o m m u n i t y  opinions have emerged. First, there is strong sen ti­
ment in favor of crane protection. Second, people favor the 
idea of a Critical Habitat if the c o m m unity is fully involved 
in p r e p a r i n g  l e g i s l a t i o n  and m a n a g e m e n t  plan. And third, many 
feel that h u m a n  u ie should be r e g u late d only to the extent n e c­
essary. I n  particular, the f o l l owi ng public uses and activities 
s hould be allowed: wildlife viewing, firewood harvesting, m e c h a n­
ical and non-mechan ical access, hiking, b e r r y  picking, and g r a z­
ing, unless such activities are docum e n t e d  to be detrimental to 
the m i g r a t i n g  sandhill cranes or their habitat.

There is general agreement that present use types and amounts arc 
not t h r e a t e n i n g  the crano3 or their habitat in the area proposed 
for legislative action. The protective effort was b e g u n  because 
cranes have b e e n  s u b stantial ly e x c l uded f r o m  other parts of G u s­
tavus and could be eliminated through out if future U3e and d e v e l o p­
ment proceed in an u n p l anned fashion.

L l o y d  Prouty, Debbie Woodruff, Ilorgan D o B o e r  and I will bo glud 
to provide furt) er information  or assist in any w a y  you wish.

Sincerely,

Grog Strovcler, C h a i r m a n

'/Crane C o m m i t t e e” /
/



G u s t a v u s  C o m m u n i t y  A s s o c i a t i o n  R e f e r e n d u m  JANUARY,

E s t a b l i s h e d  t w o  y e a r s  ago, t h e  r e f e r e n d u m  w a r  i n i t i a t e d  
to s a m p l e  the o p i n i o n s  of t h e  w h o l e  c o m m u n i t y ,  t h a t  is t n e  
r e g i s t e r e d  v o t e r s  of t h i s  e l e c t i o n  d i s t r i c t .  W h i l e  n o t  
l e g a l l y  b i n d i n g  it is n o n e t h e l e s s  r e c o g n i z e d  b y  t h e  S t a t e  of 
A l a s k a  as a v a l i d  p o l l i n g  d e v i c e .

T h o s e  r e s p o n d i n g  a r e  r e q u e s t e d  t o  r e t u r n  t h e  c o m p l e t e d  
r e f e r e n d u m  q u e s t i o n s  n o  l a t e r  t h a n  F e b .  5 t h  b y  mailing' t h e m  t o  
B o x  6 2  G u s t a v u s ,  A K  9 9 3 2 6 .

I. Road M a m t e n a n c e -

F a c t : In 1983 the Alaska State Legislature appropriated
-’3115,COO to upgrade Tong Road, Same Old Road, S almon River R o a d  
and Rink River Road. A n  additional 27 thousand dollars was 
appropriated w h i c h  was not used. The question arises on 
wnether or not to spend this m oney for the ma intenance of ex­
isting roads or upgrading other roads or returning the money 
to the state. Since receiving tnis request for this r e f e r­
endum^, solicited legal opinion states that the G C A  can be held 
liable for damages incurred as a result of this recent upgrade 
or any future m aint enance or improvements to the roads or the 
Goode River Bridge.

Question:
1. Tne $ 2 7 , 0 0 0  should be used for maintaining the four 

recently upgraded roads. Yes No
2. T h e  $ 2 7 , 0 0 0  s h o u l d ^ e  u s e d  t o  u p g r a d e  o t h e r  l o c a l  

a c c e s s  r o a d s .  (Yes^> N o
3. T h e  $ 2 7 , 0 0 0  s h o u l c T b e  u s e d  t o  h i r e  a p r o f e s s i o n a l '  

e n g i n e e r  t o  i n s p e c t  t n e  r e c e n t l y  u p g r a d e d  r o a d s  a n d  
t o  p a y  f o r  a n y  n e c c e s s a r y  c o r r e c t i o n s  f o r  s a f e t y ,  
t h e r e f o r e  m i n i m i z i n g  l i a b i l i t y  t o  G C A .  (Yes) N o

4. T h e  $ 2 7 , 0 0 0  s h o u l d  b e  r e t u r n e d  t o  t h e  S t a t e .  Y e s  N O

P r o  S t a t e m e n t :
T h e  $ 2 7 , 0 0 0  c o u l d  be u s e a  f o r  s e v e r a l  y e a r s  t o  m a i n t a i n  

i o c a l  a c c e s s  r o a d s ,  i n c l u d i n g  s n o w  r e m o v a l .  It h a s  b e e n  e s t i­
m a t e d  t h a t  i t  w o u l d  c o s t  s o m e w h e r e  b e t w e e n  $ 3 , 0 0 0  a n d  $ 6 , 0 0 0  

a  v s a r  t c  m a i n t a i n  t h e s e  I c a a l  a c c e s s  r e a d s .
W i n t e r  s n o w  r e m o v a l  v/ould a l l o w  a c c e s s  y e a r  r o u n d  a n d  

w o u l d  a l l o w  t h e  F i r e  D e p a r t m e n t  a n d  E M T £ s  t o  r e s p o n d  t o  f i r e  
a n d  m e d i c a l  e m e r g e n c i e s .  P o t  h o l e s  c o u l d  b e  f i l l e d  i n  t h e  
-spring ar.d t h e  r o a d s  c o u l d  be g r a d e d  t h r o u g h o u t  t h e  s p r i n g .

C o n  S t a t e m e n t ;
T h e  a c c e p t a n c e  of t h e  $ 2 7 , 0 0 0  w i l l  p u t  t h e  c o m m u n i t y  i n  

t h e  r o a d  m a i n t e n a n c e  b u s i n e s s  w h i l e  t h e  I n t e n t  of t h e  $ 1 1 5 , 0 0 0  

w a s  t o  b r i n g  t h e  r o a d s  u p  t o  s t a n d a r d .  A c d e p t a n c e  e s t a b l i s h e s  
a p r e c e d e n t  f o r  o t h e r  n e w  r o a d 3  t h a t  w i l l  b e  b u i l t ,  w i t h  t h e  
c c m m u n t i y  e x p e c t e d  t o  m a i n t a i n  t h e m .  T h i s  a l s o  r e p r e s e n t s  
a n o t h e r  s t e p  i n  o u r  i n e r t i a  t o w a r d s  l o c a l  g o v e r n m e n t ,  a n d  i f  
a n d  w n e n  G u s t a v u s  i n c o r p o r a t e d  r o a d  m a i n t e n a n c e  a n d  l i a b i l i t y  

c o s t s  w o u l d  b e  s u b s t a n t i a l .
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P a g e  2

I. J e t f o l l  S e r v i c e -

F a c t : I n  e a r l y  D e c e m b e r  of 1983? r e p r e s e n t a t i v e s  f r o m
B o e i n g  M a r i n e  a n d  t h e  S t a t e  D i v i s i o n  of M a r i n e  T r a n s p o r t a t i o n  
m e t  w i t h  t h e  c o m m u n i t y ,  i n f o r m i n g  r e s i d e n t s  of tiieir p l a n  t o
b r i n g  j e t f o l l  s e r v i c e  t o  G u s t a v u s ,  P l a n s  c a l l e d  f o r  a 2 4 0
p a s s e n g e r  b o a t  c o m i n g  o n c e  a w e e k  w i t h  a ^ 0  lb. b a g g a g e  l i m i t  

at a t r i c e  o f  $ 3 0  o n  a t e s t  b a s i s  f o r  t h e  s u m m e r  of ’8 4 » w i t h  
a l t e r a t i o n s  p l a n n e d  f o r  t n e  e x i s t i n g  f l ^ a t .  I n  r e s p o n s e  t o  
p r o t e s t  e x p r e s s e d  a t  t h e  m e e t i n g  t h e  s t u « e  a g r e e d  t o  p o s t p o n e  
s e r v i c e  u n t i l  t h e  q u e s t i o n  w a s  p u t  t o  t h e  c o m m u n i t y  in t h e  

f o r m  of a rel e r e n d u m .  (p.S.  On 1 2 / 1 3 / 8 %  a phonecall  was received from DOT s t a t i n  
they cculd not w a i t  f o r  r e s u l t s  o f  t h i s  referendum to do t h e i r  schedule and th e re fo re  

w n e s t i o n :  were removing Gustavus from the 19814 summer ro ut e.  The GCA would
s t i l l  l i k e  your o p i n i o n  on t h i s  matter so please answer the q ues t io

1. S h o u l d  t h e  S t a t e  of A l a s k a  b r i n g  j e t f o i l  s e r v i c e  t o  
t h e  c o m m u n i t y  of G u s t a v u s ?  Y e s

P r o  S t a t e m e n t :
J e t f o i l  s e r v i c e  w o u l d  p r o v i d e  a c h e a p e r  m e a n s  of t r a n s­

p o r t a t i o n  a n d  w o u l d  t h u s  e n a b l e  m o r e  p e o p l e  to v i s i t  w h o  w o u l d  
s p e n d  t o u r i s t  d o l l a r s  i n  o u r  c o m m u n i t y .  O t h e r  c o m m u n i t i e s  
w o u l d  b e  m o r e  a c c e s i b l e  a n d  m a y  l e a d  t o  f u l l - t i m e  f e r r y  s e r v i c e ,  
w h i c h  w o u l d  a l l o w  i n c r e a s e d  f r e i g n t  a n d  v e h i c u l a r  s e r v i c e s .
T h i s  w o u l d  b e  a n  a l t e r n a t i v e  f o r  th o s e  w n o  d o  n o t  l i k e  t o  fly.

C o n  S t a t e m e n t :
T h e  c nmrmin-tt y  h a s  r e p e a t e d l y  p e t i t i o n e d  a g a i n s t  r e g u l a r

f e r r y  s e r v i c e  i n t t h e  p a s t  a n d  j e t f o i l  s e r v i c e  r e p r e s e n t s  t h e  
s a m e .  A l t e r a t i o n s  t o  t h e e e x i s t i n g  f l o a t  c o u l d  p o s s i b l y  i m p e r i l  
l o c a l  u s a g e  a n d  e x i s t i n g  b a r g e  s e r v i c e ,  T h e r e  a r e  n o  e x i s t i n g  
f a c i l i t i e s  t o  h a n d l e  a  l a r g e  i n f l u x  of v i s i t o r s  a n d  s u b s e q u e n t  
i m p a c t  c o u l d  b e  s u b s t a n t i a l  a n d  d e t r i m e n t a l  t o  t h e  c o m m u n i t y .

»11. D u d e  C r e e k  M e a d o w s  P r o t e c t i o n -

P a c t :  I n  M a y  of 1 9 8 3  a q u e s t i o n a i r e  w a s  s e n t  t o  t h e
r e g i s t e r e d  v o t e r s  o f  G u s t a v u s  a s k i n g  i f  t h e  s a n d h i l l  c r a n e s  
w n i c h ,  d u r i n g  m i g r a t i o n ,  f e e d  a n d  r e s t  a l o n g  D u d e  C r e e k  b e  
g i v e n  some, s o r t  of p r o t e c t i o n .  E i g h t y - o n e  p e r c e n t  o f  t h o s e  
q u e s t i o n e d  r e p l i e d  " y e s . "  A  c o m m i t t e e  w a s  e s t a b l i s h e d  t o  
r e s e a r c h  t h e  o p t i o n s  a v a i l a b l e  f o r  p r o t e c t i n g  s a n d h i l l  c r a n e s  
a n d  r e c o m m e n d e d  t h e  C o m m u n i t y  A s s o c i a t i o n  r e q u e s t  t h e  s t a t e  
l e g i s l a t u r e  t h r o u g h  F i s h  a n d  G a m e ,  e s t a b l i s h  s o m e  4 .,000 a c r e s  
a l o n g  D u d e  C r e e k  a s  s a n d h i l l  c r a n e  c r i t i c a l  h a b i t a t .

Q u e s t i o n :
( O p t i o n  1)

S h o u l d  a p p r o x i m a t e l y  4 , 0 0 0  a c r e s A p &ralle]

C r e e k  be d e s i g n a t e d  a j u j e r i t i c§ J -habitat* f o r  t h e  
s a n d n i l l  c x a n e ?  ( l e F )  (No)

1 .

2 . If "no", w o u l d  y o u  s u p p o r t  i n c l a o i o n  nf^anly..,.thB_orBB
w o o t  o f  D u d s  C r e e k  ( O p t i o n  2), o r  s a m e  ortTror’̂typo o f  
p r o t e c t i o n  o t h e r  t h a n " c r i t i c a i  h a b i t s t M ?

Voo -Wo .5pocify _ _ _ _ _ _ _ _ _ _ _ _ _ _ _

- A -

\
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Pro S t a t e m e n t ;

The s e t t i n g  a s i d e  of a p p r o x i m a t e l y  4 , 0 0 0  acr e s  of G u s t a v u s  
w e t l a n d s  f o r  a c r i t i c a l  h a b i t a t  d e s i g n a t i o n  for the a p p r o x i m a t e l y
7 , 0 0 0  s a n d h i l l  c r a n e s  w h o  re s t  and feed a n n u a l y  in the D u d e  
Creek m e a d o w s  s i g n i f i e s  the c o m m i t t m e n t  to the w e l l - b e i n g  of a 
p a r t i c u l a r  s p e c i e s  of w a t e r f o w l .  B o u n d a r i e s  p r o t e c t  o n l y  the a r e a s  
m o s t  h e a v i l y  u s e d  by the c r a n e s .  All t r a d i t i o n a l  us e s  such as 
h u n t i n g ,  t r a p p i n g ,  f i r e w o o d  h a r v e s t  and a l l - t e r r a i n  v e h i c l e  use 
w i l l  c o n t i n u e  as lo n g  as t h e y  do n o t  i n t e r f e r e  w i t h  the s p e c i e s .
The area w o u l d  ser v e  f o r  p e r p e t u i t y  as a r e c r e a t i o n a l  area. 
C o m m u n i t y  i n p u t  on the a r e a ' s  m a n a g e m e n t  can be viry 6 t r o n g  if 
we help w r i t e  the l e g i s l a t i o n  and m a n a g e m e n t  p l a n 0

Con S t a t e m e n t ;

B e c a u s e  G u s t a v u s  is a l r e a a y  s u r r o u n d e d  by 2 m i l l i o n  acres 
of Park, any l a n d s  r e s t r i c t e d  f o r  use w i t h i n  o u r  c o m m u n i t y  
w o u l d  on l y  h i n d e r  f u r t h e r  g r o w t h  anc i3 m e r e l y  an a t t e m p t  to 
lock up m o r e  of o u r  state. A g r i c u l t u r a l  and r e c r e a t i o n a l  uses 
m a y  be r e s t r i c t e d  by Fish &. G a m e  a n d / o r  " e n v i r o n m e n t a l  c o n c e r n s "

and o t h e r s  w h o  m a y  not be t r u l y  in tou c h  with o u r  n e e d s  - this 
cou l d  be d a n g e r o u s .  To lock up l a n d s  used on l y  a c o u p l e  m o n t h s

a y e a r  by the c r a n e s ,  and l i k e l y  to c h a n g e  by n a t u r a l  s u c c e s s i o n  
is unwise.
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M E M O R A N D U M

TO: R e p r e s e n t a t i v e  A d e l h e i d  H e r r m a n n ,  c o - c h a i r
R e p r e s e n t a t i v e  S a m  C o t t e n ,  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

F R O M :  S e n a t o r  D i c k  E l i a s o n

RE: C S S B  3 6 2  (Res) - A n  A c t  e s t a b l i s h i n g  t h e  D u d e  C r e e k
C r i t i c a l  H a b i t a t  A r e a

D A T E :  M a r c h  24, 1 9 8 8

I w o u l d  a p p r e c i a t e  y o u r  c o n s i d e r a t i o n  i n  s c h e d u l i n g  
C S S B  3 6 2  (Res) f o r  a h e a r i n g  b e f o r e  t h e  H o u s e  R e s o u r c e s  
C o m m i t t e e  a t  t h e  e a r l i e s t  p o s s i b l e  t i m e .

C o m m i t t e e  S u b s t i t u t e  f o r  S B  362 (Res) e s t a b l i s h e s  t h e  D u d e  
C r e e k  C r i t i c a l  H a b i t a t  a r e a  n e a r  G u s t a v u s .  T h i s  l e g i s l a t i o n  
is a d i r e c t  r e s p o n s e  t o  a r e q u e s t  f r o m  t h e  r e s i d e n t s  o f  
G u s t a v u s .  I n  J a n u a r y ,  1984, t h e  c o m m u n i t y  o f  G u s t a v u s  
o v e r w h e l m i n g  p a s s e d  a r e f e r e n d u m  r e q u e s t i n g  t h e  e s t a b l i s h m e n t  
o f  a c r i t i c a l  h a b i t a t  a r e a  f o r  t h e  p r o t e c t i o n  a n d  e n h a n c e m e n t  
o f  a k e y  r o o s t i n g  a r e a  f o r  m i g r a t i n g  L e s s e r  S a n d h i l l  C r a n e s .

I n  1 9 8 5  s i m i l a r  l e g i s l a t i o n  p a s s e d  t h e  H o u s e  u n a n i m o u s l y ,  b u t  
a s  t h e  m a j o r i t y  o f  t h e  l a n d  i n  q u e s t i o n  w a s  m e n t a l  h e a l t h  
t r u s t  l a n d ,  t h e  S e n a t e  d e c i d e d  t o  d e l a y  a c t i o n  o n  t h e  
l e g i s l a t i o n  u n t i l  a n  e q u i t a b l e  s o l u t i o n  t o  t h e  t r u s t  l a n d  
i s s u e  w a s  f o u n d .  P a s s a g e  o f  C h a p t e r  48, S L A  1 9 8 7 ,  p r o v i d e d  
t h e  a n s w e r .  U n d e r  t h e  e n a c t m e n t  o f  t h i s  law, t h e  3 , 4 4 3  a c r e s  
o f  m e n t a l  h e a l t h  t r u s t  l a n d  l o c a t e d  w i t h i n  t h e  p r o p o s e d  
c r i t i c a l  h a b i t a t  a r e a  w i l l  r e m a i n  i n  t h e  t h e  m e n t a l  h e a l t h  
t r u s t  c o r p u s  a n d  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  w i l l  n o t  
n e e d  t o  f i n d  r e p l a c e m e n t  l a n d s  f o r  t h i s  a c r e a g e .  G e o r g e  
R o g e r s ,  c h a i r m a n ,  I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n ,  
s u p p o r t s  t h e  p a s s a g e  o f  C S S B  362 ( R e s ) .

Tb**. d e s i g n a t i o n  o f  a c r i t i c a l  h a b i t a t  a r e a  w o u l d  a l l o w  a l l  
ti a d i t i o n a l  u s e s  o f  tl e l a n d  w h i l e  p r o v i d i n g  w i l d l i f e  h a b i t a t  

p r o t e c t i o n .

R U L E S  C O M M I T T E D  C H A I R M A N  

L A B O R  A C O M M E R C E  COMM IT T EE .  VICE C H A I R M A N  

LEGISLATIVE C O U N C I L  

R E S O U R C E S  C O M M I T T E E  

FISHERIES S U B C O M M I T T E E ,  C H A I R M A N



D U D E  C R E E K  C R I T I C A L  H A B I T A T  A R E A  

L e t t e r  o f  I n t e n t

I n  c r e a t i n g  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a ,  i t  is t h e  

i n t e n t  o f  A l a s k a  S t a t e  S e n a t e  t h a t  h u n t i n g ,  f i s h i n g ,  a n d  

t r a p p i n g  w i l l  c o n t i n u e  t o  o c c u r  i n  a c c o r d a n c e  w i t h  h a r v e s t  

r e g u l a t i o n s  as e s t a b l i s h e d  b y  t h e  B o a r d s  o f  F i s h e r i e s  a n d  

G a m e .  T h e s e  a n d  t h e  a d d i t i o n a l  p u b l i c  u s e s ,  l i s t e d  in t h e  

e n a b l i n g  l e g i s l a t i o n ,  i n c l u d i n g  m e c h a n i z e d  a c c e s s ,  w i l l  b e  

c u r t a i l e d  o r  d i s a l l o w e d  o n l y  if t h e r e  is s u f f i c i e n t  e v i d e n c e  

t h a t  c h e s e  u s e s  a r e  d e t r i m e n t a l  t o  t h e  c r a n e s  o r  t h e i r  

h a b i t a t .  T h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  w i l l  c o n d u c t  

s p e c i f i c  f a c t  f i n d i n g ,  i n c l u d i n g  p u b l i c  h e a r i n g s  i n  G u s t a v u s ,  

p r i o r  t o  m a k i n g  f i n a l  d e t e r m i n a t i o n  o f  t h e  a p p r o p r i a t e n e s s  o f  

a b o v e  u s e s .

T h e  D e p a r t m e n t  o f  F i s h  a n d  G a m e  is t o  c o n s u l t  w i t h  t h e  

c o m m u n i t y  o f  G u s t a v u s  i n  t h e  p r e p a r a t i o n  a n d  i m p l e m e n t a t i o n  o f  

a m a n a g e m e n t  p l a n  f o r  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a .

I n  t h e  e v e n t  t h e  c o m m u n i t y  f o r m s  a n  A d v i s o r y  C o m m i t t e e ,  t h e  

d e p a r t m e n t  w i l l  w o r k  c l o s e l y  w i t h  t h a t  c o m m i t t e e  i n  

p r e p a r a t i o n  o f  t h e  p l a n .
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S e n a t o r  D i s k  E l i a s o n  
P o u e h  V

J u n e a u ,  A K  9 9 8 0 1

J a n u a r y  27, 1 9 8 8

Dear* S e n a t o r  E l i a s o n ,

W i t h  t h e  s e t t l i n g  o f  t h e  m e n t a l  h e a l t h  l a n d  i s s u e ,  t h e  w a y  a g a i n  
s e e m s  c l e a r  f o r  C S H B  31 2 ,  t h e  b i l l  f o r  a n  a e t  t o  e s t a b l i s h  t h e  
D u d e  C r e e k  C r i t i e a l  H a b i t a t  A r e a .

I w o u l d  l i k e  to t a k e  t h i s  o p p o r t u n i t y  t o  e n c o u r a g e  y o u r  s u p p o r t  
f o r  t h i s  b i l l *  W o r k  w a s  b e g u n  t o w a r d  t h e  p o s s i b i l i t y  o f  the 

c r i t i e a l  h a b i t a t  d e s i g n a t i o n  i n  1 9 7 8  a n d  t h r o u g h  a  l e n g t h y  p r o ­
c e s s  o f  n e g o t i a t i o n  a n d  c o m p r o m i s e  a  p r o p o s a l  w a s  r e a c h e d  that 
d o e s  m e e t  t h e  n e e d s  a n d  w i s h e s  o f  m o s t  p e o p l e .

T h e  c o m m u n i t y  d e m o n s t r a t e d  m a j o r i t y  s u p p o r t  f o r  this b i l l  i n  J a n­
u a r y ,  I 9 8 I4., i n  a  r e f e r e n d u m  b a l l o t  p o l l i n g  e v e r y  r e g i s t e r e d  v o t e r .  

T h e  r e s p o n s e  w a s  6 6  i n  f a v o r  a n d  2f? o p p o s e d .  I n  1 9 8 5 ,  th® G u s t a v u n  
C o m m u n i t y  A s s o c i a t i o n  e n d o r s e d  t h e  b i l l .

T h e  o r i t i c a l  h a b i t a t  d e s i g n a t i o n  w o u l d  a l l o w  a l l  t r a d i t i o n a l  u s e s  
6 f t h e  l a n d  t o  c o n t i n u e ,  i . e . ,  h u n t i n g ,  f i s h i n g ,  c l a m m i n g ,  b e r r y  
p i c k i n g ,  c o l l e c t i o n  o f  b e a c h  l o g s ,  k e l p i n g ,  g r a z i n g ,  h i k i n g  a n d  u s e  
o f  r e c r e a t i o n a l  v e h i c l e s ,  w h i l e  p r o v i d i n g  e n d u r i n g  w i l d l i f e  h a b i t a t  
p r o t e c t i o n .

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

D o n  M i l l s  
P r e s i d e n t

D M / a m



c t p  n  crp

o '
u

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

OFF/CF OF 77YF COMMISSIONER !

I

S T E V E  C O W P E R , G O V E R N O R

POUCHM
JUNEAU. ALASKA 99811 
PHONE: 907-465-2400

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

S e n a t o r  R i c h a r d  I. E l i a s o n  
P . O .  B o x  V
J u n e a u ,  A l a s k a  9 9 8 1 1  

D e a r  S e n a t o r  E l i a s o n :

I a m  p l e a s e d  t o  i n f o r m  y o u  t h a t  t h e  I n t e r i m  M e n t a l  H e a l t h  T r u s t  
C o m m i s s i o n  (IMHTC) i s  a b l e  t o  s u p p o r t  t h e  p a s s a g e  o f  S B  3 6 2 -  
e s t a b l i s h i n g  t h e  D u d e  C r e e k  C r i t i c a l  H a b i t a t  A r e a .  T h i s  s u p p o r t  
w a s  m a d e  p o s s i b l e  t h r o u g h  t h e  e n a c t m e n t  o f  ch. 48 S L A  1 9 8 7 .  
S h o u l d  S B  3 62 b e c o m e  l a w  p r i o r  t o  t h e  r e c o n s t i t u t i o n  o f  t h e  
m e n t a l  h e a l t h  t r u s t  c o r p u s ,  t h e  w o r k  o f  t h e  D N R  a n d  t h e  I M H T C  
w i l l  b e  r e d u c e d  b y  l e a v i n g  3 , 4 4 3  a c r e s  m o r e  o f  t h e  o r i g i n a l  t r u s t  
l a n d  i n  t h e  r e c o n s t i t u t e d  t r u s t  c o r p u s  t h a n  w o u l d  b e  i f  i t  is n o t  
p a s s e d .

I f  I c a n  b e  o f  f u r t h e r  a s s i s t a n c e  p l e a s e  f e e l  f r e e  t o  c o n t a c t  me. 

S i n e  a r ely,

£L ’f W

*’ G e o r g e  R o g e r s ,

I n t e r i m  M e n t a l  H e a l t h  T r u s t  C o m m i s s i o n

IO.JOLM



S e n a t o r  D i c k  E l i a s o n  
A l a s k a  S t a t e  L e g i s l a t u r e  

P o u c h  V
J u n e a u ,  A X  9 9 8 1 1

D e a r  S e n a t o r  E l i a s o n ,

I n  J a n u a r y ,  1 9 8 k ,  a  r e f e r e n d u m  ( e n c l o s u r e  1) w a s  s e n t  t o  a l l  r e g­
i s t e r e d  G u s t a v u s  v o t e r s ,  a s k i n g  w h e t h e r  t h e y  f a v o r e d  c r e a t i o n  of 
a k l O O - a c r o  C r i t i c a l  H a b i t a t  A r e a  t o  p r o t e c t  m i g r a t i n g  s a n d h i l l  
c r a n e s .  T h i s  c a p p e d  a t w o - y e a r  c o m m u n i t y  e f f o r t  t o  r e s e a r c h  the 
n e e d  f o r  p r o t e c t i o n  a n d  the v a r i o u s  p r o t e c t i v e  o p t i o n s  a v a i l a b l e .  
A b o u t  1 8 0  b a l l o t s  w e r e  s e n t  ou t ;  91 p e o p l e  c h o s e  to v o t e ;  6 6  

f a v o r e d  t h e  p r o p o s a l  a n d  2 5  o p p o s e d  it.

A  c o m m i t t e e  o f  G u s t a v u s  r e s i d e n t s  w a s  t h e n  f o r m e d  t o  a c t  o n  th i s  
m a n d a t e .  I n  c o n s u l t a t i o n  w i t h  D e b r a  C l a u s e n ,  ADFSsG, H a b i t a t  D i v ­
is i o n ,  w e  d e v e l o p e d  a p a c k a g e  o f  b a c k g r o u n d  i n f o r m a t i o n  ( e n c l o s u r e  
2 ), a p r o p o s e d  d r a f t  o f  e n a b l i n g  l e g i s l a t i o n  ( e n c l o s u r e  3 ), a n d  
a b o u n d a r y  r.ap ( e n c l o s u r e  k) * T h i s  m a t e r i a l  h a s  n o w  b e e n  d i s ­
p l a y e d  at the p o s t  o f f i c e  f o r  s e v e r a l  w e e k s ,  a n d  to d a t e  w e  h a v e  
r e c e i v e d  n o  a d v e r s e  c o m m e n t  o n  it. lie hope t h a t  y o u  a n d  R e p r e­
s e n t a t i v e  G o l l  w i l l  n o w  b e g i n  t h e  p r o c e s s  o f  e n a c t m e n t  i n t o  law.

I n  the c o u r s e  of o u r  w o r k  o n  one c r a n e  i s s u e ,  t h r e e  c l e a r c u t  
c o m m u n i t y  o p i n i o n s  h a v e  e m e r g e d .  F i r s t ,  t h e r e  is s t r o n g  s e n t i­

m e n t  i n  f a v o r  o f  c r a n e  p r o t e c t i o n .  S e c o n d ,  p e o p l e  f a v o r  the 
i d e a  o f  a C r i t i c a l  H a b i t a t  if t h e  c o m m u n i t y  is f u l l y  i n v o l v e d  

i n  p r e p a r i n g  l e g i s l a t i o n  a n d  m a n a g e m e n t  p l a n .  A n d  t h i r d ,  m a n y  
f e e l  that h u m a n  u s e  s h o u l d  b e  r e g u l a t e d  o n l y  to t h e  e x t e n t  n e c ­

e s s a r y .  I n  p a r t i c u l a r ,  t h e  f o l l o w i n g  p u b l i c  u s e s  a n d  a c t i v i t i e s  
s h o u l d  be a l l o w e d :  w i l d l i f e  v i e w i n g ,  f i r e w o o d  h a r v e s t i n g ,  m e c h a n ­
i c a l  a n d  n o n - m e c h a n i c a l  a c c e s s ,  h i k i n g ,  b e r r y  p i c k i n g ,  a n d  g r a z ­
ing, u n l e s s  s u c h  a c t i v i t i e s  are d o c u m e n t e d  to b e  d e t r i m e n t a l  to 
t h e  m i g r a t i n g  s a n d h i l l  c r a n e s  o r  t h e i r  h a b i t a t .

T h e r e  is g e n e r a l  a g r e e m e n t  t h a t  p r e s e n t  u s e  t y p e s  a n d  a m o u n t s  are 
n o t  t h r e a t e n i n g  t h e  c r a n e s  o r  t h o i r  h a b i t a t  i n  t h e  a r e a  p r o p o s e d  
f o r  l e g i s l a t i v e  a c t i o n .  T h e  p r o t e c t i v e  e f f o r t  w a s  b e g u n  b e c a u s e  
c r a n e s  h a v e  b e e n  s u b s t a n t i a l l y  e x c l u d e d  f r o m  o t h e r  p a r t s  of l-us- 
t a v u s  a n d  c o u l d  b e  e l i m i n a t e d  t h r o w  -hout if f u t u r e  u s e  a n d  d e v e l o p ­
m e n t  p r o c e e d  in a n  u n p l a n n o d  f a s h i o n .

L l o y d  P r o u t y ,  D c b b i o  V h ' o d r u f f , Hor'tun D o B o e r  a n d  I w i l l  b o  :L„d 

to p r o v i d e  furt' o r  i n f o r m a t i o n  o r  a s s i s t  in a n y  w a y  y o u  w i s h .

G i n c e r o l y ,

G r o g  S t r o v o l e r ,  C h a i r m a n  

,:C r a n o  l o n n i s t o o "

3 o \
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G u s t a v u s  C o m m u n i t y  A s s o c i a t i o n  R e f e r e n d u m  JANUARY, 198*4

E s t a b l i s h e d  t w o  y e a r s  ago, t h e  r e f e r e n d u m  w a s  i n i t i a t e d  
to s a m p l e  t h e  o p i n i o n s  of t h e  w n o l e  c o m m u n i t y ,  t h a t  is t n e  
r e g i s t e r e d  v o t e r s  of t h i s  e l e c t i o n  d i s t r i c t .  W h i l e  n o t  
l e g a l l y  b i n d i n g  it is n o n e t h e l e s s  r e c o g n i z e d  b y  t h e  S t a t e  of 
A l a s k a  as a v a l i d  p o l l i n g  d e v i c e .

T h o s e  r e s p o n d i n g  a r e  r e q u e s t e d  t o  r e t u r n  t h e  c o m p l e t e d  
r e f e r e n d u m  q u e s t i o n s  n o  l a t e r  t h a n  F e b .  5 t h  b y  mailing' t h e m  t o  
B o x  6 2 G u s t a v u s , A & 9 9 8 2 6 .

l. R o a d  h a i n t e n a n c e -

F a c t ; I n  1 9 8 3  t h e  A l a s k a  S t a t e  L e g i s l a t u r e  a p p r o p r i a t e d  
§115,C O O  t o  u p g r a d e  T o n g  R o a d ,  S a m e  O l d  R o a d ,  S a l m o n  R i v e r  R o a d  
a n d  R i n k  R i v e r  R o a d .  A n  a d d i t i o n a l  2 7  t h o u s a n d  d o l l a i 3 w a s  
a p p r o p r i a t e d  w h i c h  w a s  n o t  u s e d .  T h e  q u e s t i o n  a r i s e s  on 
w n e u h e r  or n o t  t o  s p e n d  t h i s  m o n e y  f o r  t h e  m a i n t e n a n c e  of e x­
i s t i n g  r o a d s  or u p g r a d i n g  o t h e r  r o a d s  or r e t u r n i n g  t h e  m o n e y  
t o  t h e  s t a t e .  S i n c e  r e c e i v i n g  t n i s  r e q u e s t  f o r  t h i s  r e f e r -  
e n a u m ^ s o l i c i t e a  l e g a l  o p i n i o n  s t a t e s  t h a t  t h e  G C A  c a n  be h e l d  
l i a b l e  f o r  d a m a g e s  i n c u r r e d  as a r e s u l t  of t h i s  r e c e n t  u p g r a d e  
or a n y  f u t u r e  m a i n t e n a n c e  or i m p r o v e m e n t s  t o  t h e  r o a d s  or t h e  
G o o d e  R i v e r  B r i d g e .

Q u e s t i o n :
1. T n e  $ 2 7 , 0 0 0  s h o u l d  be u s e d  f o r  m a i n t a i n i n g  t h e  f o u r  

r e c e n t l y  u p g r a d e d  r o a d s .  Y e s  N o
2. T n e  $ 2 7 , 0 0 0  s i i c u l d ^ e  used, t o  u p g r a d e  o t h e r  l o c a l  

a c c e s s  r o a d s .  ( Y e s 3> N o
3. T h e  $ 2 7 , 0 0 0  s h o u l c T b e  u s e d  t o  h i r e  a p r o f e s s i o n a l '  

e n g i n e e r  t o  i n s p e c t  t n e  r e c e n t l y  u p g r a d e d  r o a d s  a n d  
t o  p a y  f o r  a n y  n e c c e s s a r y  c o r r e c t i o n s  f o r  s a f e t y ,  
t h e r e f o r e  m i n i m i z i n g  l i a b i l i t y  t o  G C A .  (Yes) N o

4. T h e  $ 2 7 , 0 0 0  s h o u l d  b e  r e t u r n e d  t o  t h e  S t a t e .  Y e s  N O

P r o  S t a t e m e n t ;
T h e  $ 2 7 , 0 0 0  c o u l d  be u s e d  f o r  s e v e r a l  y e a r s  t o  m a i n t a i n  

i o c a l  a c c e s s  r o a d s ,  i n c l u d i n g  s n o w  r e m o v a l .  I t  h a s  b e e n  e s t i­
m a t e d  t h a t  i t  w o u l d  c o s t  s o m e w h e r e  b e t w e e n  $ 3 , 0 0 0  a n d  $ 6 , 0 0 0  

© *to m a i n t a i n  tiisss i c n n i  a c c a s s  r c - d 2 v
W i n t e r  s n o w  r e m o v a l  w o u l d  a l l o w  a c o e s s  y e a r  r o u n d  a n d  

w o u l d  a l l o w  t h e  F i r e  D e p a r t m e n t  a n d  K M T S s  t o  r e s p o n d  t o  f i r e  
a n d  m e d i c a l  e m e r g e n c i e s .  P o t  h o l e s  c o u l d  b e  f i l l e d  i n  t h e  
.spring a n d  t h e  r o a d s  c o u l d  b e  g r a d e d  t h r o u g h o u t  the s p r i n g .

C o n  S t a t e m e n t :
T n e  a c c e p t a n c e  of t h e  $ 2 7 , 0 0 0  w i l l  p u t  t h e  c o m m u n i t y  i n  

t h e  r o a d  m a i n t e n a n c e  b u s i n e s s  w h i l e  t h e  I n t e n t  of t h e  $ 1 1 5 , 0 0 0  
was t o  b r i n g  t h e  r o a d s  u p  t o  s t a n d a r d .  A c a e p t a n c e  e s t a b l i s h e s  
a p r e c e d e n t  f o r  o t h e r  n e w  r o a d s  t n a t  w i l l  be b u i l t ,  w i t h  t h e  
c o m m u n t i y  e x p e c t e d  t o  m a i n t a i n  t h e m .  T h i s  a l s o  r e p r e s e n t s  
a n o t h e r  s t e p  i n  o u r  i n e r t i a  t o w a r d s  l o c a l  g o v e r n m e n t ,  a n d  i f  
a n d  v/neu G u s t a v u s  i n c o r p o r a t e d  **oad m a i n t e n a n c e  a n d  l i a b i l i t y  
c o s t s  w o u l d  b e  s u c s t a n t i a l .

- I -



P a g e  2

f a c t ; l a  e a r l y  D e c e m b e r  of 1983, r e p r e s e n t a t i v e s  f r o m  
B o e i n g  M a r i n e  a n d  t h e  S t a t e  d i v i s i o n  of M a r i n e  T r a n s p o r t a t i o n  
m e t  w i t h  t h e  c o m m u n i t y ,  i n f o r m i n g  r e s i d e n t s  o f  t h e i r * p l a n  t o  
b r i n g  j e t f o i l  s e r v i c e  zo G u s t a v u s .  P l a n s  c a l l e d  f o r  a 2 4 0  
p a s s e n g e r  b o a t  c o m i n g  o n c e  a w e e k  w i t h  a 4 0  l b .  b a g g a g e  l i m i t  
a t  a p r i c e  o f  §30  o n  a t e s t  b a s i s  f o r  t h e  s umme r  of ’ 8 4 ,  w i t h  
a l t e r a t i o n s  p l a n n e d  f o r  t n e  e x i s t i n g  f l o a t .  I n  r e s p o n s e  n o  
p r o t e s t  e x p r e s s e d  at t h e  m e e t i n g  t h e  s t a t e  a g r e e d  t o  p o s t n o n e  
s e r v i c e  u n t i l  t h e  q u e s t i o n  w a s  p u t  t o  the c o m m u n i t y  in t h e  

f o r m  of a r e t e r e n d u m .  ( p .s. On 1 2 /1 3 /8 3 ,  a phonecall  was received from DOT s t a t i r  
they could not w a i t  f o r  r e s u l t s  o f  t h ' s  referendum to do t h e i r  schedule and t he refo re  

'Question: were removing Gustavus from the 1984 summer ro ute .  The GCA would
s t i l l  l i k e  your o p i n i o n  on t h i s  m a tte r  so please answer the questic

1. S h o u l d  t h e  S t a t e  of A l a s k a  b r i n g  j e t f o l l  s e r v i c e  t o  
t h e  c o m m u n i t y  of G u s t a v u s ?  Y e s

P r o  S t a t e m e n t :
J e t f o i l  s e r v i c e  w o u l d  p r o v i d e  a c h e a p e r  m e a n s  of t r a n s­

p o r t a t i o n  a n d  w o u l d  t h u s  e n a b l e  m o r e  p e o p l e  t o  v i s i t  w h o  w o u l d  
s p e n d  t o u r i s t  d o l l a r s  i n  o u r  c o m m u n i t y .  O t h e r  c o m m u n i t i e s  
w o u l d  be m o r e  a c c e s i b l e  a n d  m a y  l e a d  t o  f u l l - t i m e  f e r r y  s e r v i c e ,  
w h i c h  w o u l d  a l l o w  i n c r e a s e d  f r e i g n t  a n d  v e h i c u l a r  s e r v i c e s .
T h i s  w o u l d  b e  a n  a l t e r n a t i v e  f o r  t h o s e  w n o  d o  n o t  l i k e  t o  fly.

C o n  S t a t e m e n t :
The c o m m u n i t y  h a s  r e p e a t e d l y  p e t i t i o n e d  a g a i n s t  r a g u l a r  

f e r r y  s e r v i c e  intfche p a s t  a n d  j e t f o i l  s e r v i c e  r e p r e s e n t s  t h e  
s a m e .  A l t e r a t i o n s  t o  t h e e e x i s t i n g  f l o a t  c o u l d  p o s s i b l y  i m p e r i l  
l o c a l  u s a g e  a n d  'existing b a r g e  s e r v i c e ,  T h e r e  a r e  n o  e x i s t i n g  
f a c i l i t i e s  t o  h a n d l e  a l a r g e  i n f l u x  of v i s i t o r s  a n d  s u b s e q u e n t  
i m p a c t  c o u l d  b e  s u o s t a n t i a l  a n d  d e t r i m e n t a l  t o  t h e  c o m m u n i t y .

11. J e t f o l l  S e r v i c e -

f 11. D u d e  C r e e k  M e a d o w s  P r o t e c t i o n -

F a c t : I n  M a y  of 1 9 8 3  a q u e s t i o n a i r e  w a s  s e n t  t o  t h e
r e g i s t e r e d  v o t e r s  o f  G u s t a v u s  a s k i n g  if t h e  s a n d h i l l  c r a n e s  
w.oich, d u r i n g  m i g r a t i o n ,  f e e d  a n d  r e s t  a l o n g  D u d e  C r e e k  b e  
g i v e n  some^ s o r t  of p r o t e c t i o n .  E i g h t y - o n e  p e r c e n t  o f  t h o s e  
q u e s t i o n e d  r e p l i e a  " y e s . "  A  c o m m i t t e e  w a s  e s t a b l i s h e d  t o  
r e s e a r c h  t h e  o p t i o n s  a v a i l a b l e  f o r  p r o t e c t i n g  s a n d h i l l  c r a n e s  
a n d  r e c o m m e n d e d  t h e  C o m m u n i t y  A s s o c i a t i o n  r e q u e s t  t h e  s t a t e  
l e g i s l a t u r e  t h r o u g h  P i s h  a n d  G a m e ,  e 3 t a b l i s n  s o m e  4 , 0 0 0  a c r e s  
a l o n g  D u d o  C r e e k  a s  s a n d h i l l  c r a n e  c r i t i c a l  h a b i t a t ,

Q u e s t i o n :  /  J?
( O p t i o n

1. S h o u l d  a p p r o x i m a t e l y  4 , 0 0 0  a c r e s ^ p a r a l l e l i n g  D u d e  
G r e e k  b e  d e s i g n a t e d  a s _ j c r i t i c g j  h a b i t a t *  f o r  t h e  

s a n d n l l l  c r a n e ?  ("£)

2. If **n»M , w o u l d  you a u p p a r t  i n c l u s i o n  only. t h e _ a r e a  
w e s t  a f  .Dude C r e e k  ( O p t i o n  2), ar so m e  atbar^fcypa o f  
p r o t e c t i o n  o t h e r  t h a n " c r i t i c a l  h a b i t a t "  ?

Yo* fla S p e c i f y  _____________________________

- H -



P age 3
Pro S t a t e m e n t :
The se t t i n g  a s i d e  of a p p r o x i m a t e l y  4 , 0 0 0  acres of G u s t a v u s  

w e t l a n d s  for a c r i t i c a l  h a b i t a t  d e s i g n a t i o n  for the a p p r o x i m a t e l y
7, 0 0 0  s a n d h i l l  c r a n e s  w h o  re s t  and f e e d  a n n u a l y  in t h e  D u d e  
Creek m e a d o w s  s i g n i f i e s  the c o m m i t t m e n t  to the w e l l - b e i n g  of a 
p a r t i c u l a r  s p e c i e s  of w a t e r f o w l .  B o u n d a r i e s  p r o t e c t  o n l y  the a r e a s  
m o s t  h e a v i l y  U 9 e d  by the c r a n e s .  All t r a d i t i o n a l  u s e s  su c h  as 
h u n t i n g ,  t r a p p i n g ,  f i r e w o o d  h a r v e s t  and a l l - t e r r a i n  v e h i c l e  use 
w i l l  c o n t i n u e  as l o n g  as th e y  do not i n t e r f e r e  w i t h  the s p e c i e s .
T h e  area would s e r v e  f o r  p e r p e t u i t y  as a r e c r e a t i o n a l  area. 
C o m m u n i t y  input on the a r e a ' s  m a n a g e m e n t  can be v e r y  s t r o n g  if 
we he l p  write the l e g i s l a t i o n  and m a n a g e m e n t  plan.

Con S t a t e m e n t :
B e c a u s e  G u s t a v u s  is a l r e a a y  s u r r o u n d e d  by 2 m i l l i o n  acr e s  

of Park, any l a n d s  r e s t r i c t e d  f o r  use w i t h i n  our c o m m u n i t y  
w o u l d  o n l y  h i n d a r  f u r t h e r  g r o w t h  and is m e r e l y  an a t t e m p t  to 
lock up mo r e  of o u r  state. A g r i c u l t u r a l  and r e c r e a t i o n a l  uses 
m a y  be r e s t r i c t e d  by F i s h  L G a m e  a n d / o r  " e n v i r o n m e n t a l  c o n c e r n s "

and o t h e r s  who m a y  n o t  be t r u l y  in t o u c h  wi t h  our n e e d s  - this 
cou l d  be d a n g e r o u s .  To lock up l a n d s  uses only a c o u p l e  m o n t h s

a y e a r  by the c r a n e s ,  and l i k e l y  to c h a n g e  by n a t u r a l  s u c c e s s i o n  
is u n w i s e .
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r e q u i r e  t h e  f o l l o w i n g  e x p e n s e s  (in t h o u s a n d s )  if 
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T r a v e l

S t a f f  t r a v e l  t o  G u s t a v u s  a n d  J u n e a u  

C o n t r a c t u a l

T e l e p h o n e  0 . 7 5 / m o n t h  x 12 m o n t h s
P h o t o c o p y  0 . 1 0 / m o n t h  x  12 m o n t h s
A d v e r t i s i n g  / p u b l i c  

n o t i c e s  

A e r i a l  p h o t o g r a p h y  
p r i n t i n g /  p h o t o g r a p h i c /  

b l u e p r i n t i n g

S u p p l i e s  

O f f i c e  s u p p l i e s

$2.0
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/STATE OF ALASKA . . ' DILL v e r s i o n :  sb 397
1988 LEGISLATIVE SESSION p u b l i s h  d a t e ?

FISCAL NOTER E Q U E S T :  _______________________________________________________________Revision D a le :    Agency Affect - Public SafetyT id e : An act relating to the obstruction Fish I Wildlife Protection■    -  . . .  ——  __ w i x O  . _________ ______________________________________________________h i  rsrlr.Tnrs n f11 i 11 vj I UULC of lawful hunting, fishing,Sponsor: Fanning, Faiks, et al r n • EnforcementRequestor: House Transportation_________

P E R S O N A L  SERVICESTRAVEL
C O N T R A C T U A L

SUPPLIES

EQUIPMENT

L A N D  &  STRUCTURES

GRANTS, CLAIMS

E X P E N D IT U R E S / R E V E N U E S : (Thousands of Dollars)O PERATIN G

T O T A L OPERATING
C A P IT A L o -— 0 0 0 U U
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F UN DING: (Thousands of Dollars)
G E N E R A L  F U N D  

F E D ERAL FUNDS 

O T H E R  

TOTAL

0 0 0 0 0 0

IJ u ~ u ~ 0 u 0P O S I T I O N S :
FULL-TIME

PART-TIME

T E M P O R A R Y

0 0 0 0 0 0

A N A L Y S IS  : (Attach a separate page if necessary) 
No fiscal impact is anticipated.
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P.O. BOX V -ST A T E  CAPITOL 
JU N EA U , ALASKA 99811\5Q?i <i65-38t,J

A p r i l  13, 1988 S e n a t eM EM O RA N D U M
To: H o u s e  R e s o u r c e s

C o m m i t t e e  M e m b e r s

F r o m :  S e n a t o r  K e n  F a n n i n g

S u b j e c t :  S B  397 - O b s t r u c t i o n  o f  h u n t i n g ,  f i s h i n g  & t r a p p i n g

T h i s  bill is d e s i g n e d  t o  p r e v e n t  i n t e n t i o n a l  h a r a s s m e n t  
o r  o b s t r u c t i o n  o f  p e r s o n s  e n g a g e d  in l a w f u l  h u n t i n g ,  f i s h i n g  
o r  t r a p p i n g  in A l a s k a .  I t  w a s  p a s s e d  b y  t h e  L e g i s l a t u r e  in 
t h i s  f o r m  in 1984, a n d  i n  a n  e a r l i e r  v e r s i o n  in 1 9 8 3  . B o t h  
t i m e s  i t  w a s  v e t o e d  b y  t h e n - G o v e r n o r  B i l l  S h e f f i e l d ,  w h o  
e x p l a i n e d  his a c t i o n s  b y  s a y i n g  n o  r e a l  n e e d  e x i s t e d  b e c a u s e  
f e w  i n c i d e n t s  of h u n t e r  h a r a s s m e n t  h a d  t a k e n  p l ace, a n d  t h a t  
i n  h i s  v i e w  c u r r e n t  c r i m i n a l  s t a t u t e s  c o v e r e d  t h e  i s s u e .

T h e  bi l l  is p a t t e r n e d  a f t e r  l e g i s l a t i o n  a d o p t e d  b y  o t h e r  
s t a t e s ,  a n d  has s i m i l a r  p e n a l t y  p r o v i s i o n s .  It a l s o  p r o v i d e s  
a l i b e r a l  d e f e n s e  c l a u s e  t o  p r o t e c t  t h o s e  w h o  m i s t a k e n l y  
b e l i e v e d  it was n o t  u n l a w f u l  t o  d i s t u r b  h ’ nting, f i s h i n g  a n d  
t r a p p i n g  a c t i v i t i e s .

A s  t h e  l e g i s l a t i v e  b o d y  o f  t h e  S t a t e  of A l a s k a ,  w e  h a v e  a 
r e s p o n s i b i l i t y  t o  p r o t e c t  A l a s k a n  c i t i z e n s ,  as w e l l  a s  t h o s e  
w h o  v i s i t  from O u t s i d e ,  i n  t h e i r  p u r s u i t  of o u t d o o r  
r e c r e a t i o n .  T h i s  b i l l  d o e s  t h i s ,  a n d  i t  r e d u c e s  t h e  p o t e n t i a l  
f o r  v i o l e n c e  in t h e  f i e l d  b y  p r o v i d i n g  j u d i c i a l  r e l i e f  f o r  
t h o s e  a g g r i e v e d  b y  i n t e n t i o n a l  h a r a s s m e n t .

I u r g e  y o u r  s u p p o r t  o f  S B  397.

SENATOR KEN FANNING
P.O. BOX 80929 

COLLEGE ALASKA 097C5
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S Y N O P S I S  A N D  A N A L Y S I S  

O F

S B  337 - !!A n  A c t  r e l a t i n g  t o  t h e  o b s t r u c t i o n  o r
h i n d r a n c e  o f  l a w f u l  h u n t i n g ,  f i s h i n g  o r  
t r a p p i n g . "

T h i s  is a one s e c t i o n  b i l l  t h a t  w o u l d  a m e n d  T i t l e  1G b y  
a d d i n g  a n e w  s e c t i o n  1 6 . 0 5 . 9 2 6  t o  p r e c l u d e  i n t e n t i o n a l  
o b s t r u c t i o n  o r  h i n d r a n c e  o f  l a w f u l  h u n t i n g ,  f i s h i n g  a n d  
t r a p p i n g  a c t i v i t i e s .

S u b s e c t i o n  (a) c o n t a i n s  t h e  p r o h i b i t i o n .

S u b s e c t i o n  (b) p r o v i d e s  a d e f i n i t i o n  of' " l a w f u l l y 11 t o  
m e a n  i n  c o m p l i a n c e  w i t h  a p p l i c a b l e  s t a t e  a n d  f e d e r a l  s t a t u t e s  
a n d  r e g u l a t i o n s ,  a n d  w i t h  t h e  p e r m i s s i o n  o f  a p r i v a t e  
l a n d o w n e r ,  if th a t  i s  w h e r e  it o c c u r s .

S u b s e c t i o n  (c) p r o v i d e s  t h a t  a p e a c e  o f f i c e r  c a n  o r d e r  a 
p e r s o n  t o  d e s i s t  f r o m  t h e  h a r a s s m e n t ,  a n d  t o  cite t h e  p e r s o n  
i f  h e  o r  s h e  p e r s i s t s .

S u b s e c t i o n  (d) p r o v i d e s  t h a t  i t  i s  a n  a f f i r m a t i v e  d e f e n s e  
t h a t  a p e r s o n  b e l i e v e d  i t  w a s  a l r i g h t  t o  h a r a s s  s p o r t s m e n .

S u b s e c t i o n  (e) p r o v i d e s  p u n i s h m e n t  o f  u p  to 30 d a y s  i n  
j a i l  o r  u p  t o  $500 f i n e .

T h e  s e c o n d  p o r t i o n  o f  t h e  b i l l  p r o v i d e s  for c i v i l  
r e m e d i e s .  S u b s e c t i o n  (a) a l l o w s  a n  a g g r i e v e d  p a r t y  t o  o b t a i n  
a c o u r t  o r d e r  t o  e n j o i n  t h e  o b s t r u c t e r  f r o m  t h e  a c t i v i t i e s .

S u b s e c t i o n  (b) a l l o w s  a n  a g g r i e v e d  p a r t y  to r e c o v e r  
d a m a g e s ,  i n c l u d i n g  l i c e n s e  a n d  t a g  f e e s ,  t r a v e l  c o s t s ,  g u i d e  

f e e s ,  et c .

S u b s e c t i o n  (c) a l l o w s  t h e  c o u r t  t o  a w a r d  p u n i t i v e  

d a m a g e s  i n  a d d i t i o n  t o  g e n e r a l  a n d  s p e c i a l  d a m a g e s  a l l o w e d  
u n d e r  s u b s e c t i o n  (b) .
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Public Safety

v  C O N S T I T U E N T  GRC'JPiS) A F F E C T E D  BY BILL

Hunters, trappers and fishers

ORGA.NiZATlCKAL S U P P O R T  F C R  BILL

Alaska Outdoor Council and other organized 

sportsmen groups

O R G A N I Z A T I O N A L  OP POSITION T O  BILL

Anti hunting, fishing, trapping groups 

Animal rights activists

I FISCAL LVPACT: N O N E

■ B A > _ C P C U N O L £ G l S » A T l v E  INT EN T

□  FISCAL N O T E  A T T A C H E D

In the past 10 to 15 years individuals who oppose hunting and trapping have become well 
organized and very aggressive in their efforts to impede those who hunt and trap. There have 
been a number of well-publicized instances in which hunters were harassed.or game they were 
stalking harassed. The intent of this bill is to serve notice that such obstruction of 
hunting, fishing or trapping is not acceptable to Alaskans. Similar laws have recently been 

enacted in.a number of states.A N L .Y S 5  OF aLLPROGRAM  EFFECTS
•

Passage of this bill into law would make obstruction or harassment of an individual legally 
hunt, ig, fishing or trapping a misdemeanor punishable by a fine or' imprisonment. This law 
would provide legal protection from this form of hooliganism to the thousands of Alaskans who 
legally hunt, fish and trap in Alaska each year. It would also provide these individuals an 
alternative to violence in protecting themselves from harassment by these well-meaning, but 
overzealous, opponents of hunting, trapping and fishing. Certainly for most Alaskans, 
hunting, fishing and trapping constitute recreational experiences which the state should help 
ensure not being disrupted by unpleasant or unsafe intrusions by individuals opposed to t ese 

particular activities.

AVtEMSAENTS PROPOSED

PLEASE ATTACH A SEPARATE SHEET FOR A O D m O N A L  COMMENTS OR ANALYSIS.
n-CEijnr.. I2d
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d I L L  S H E F F I E L D

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

J u n e  19

T h e  H o n o r a b l e  J o e  L. H a y e s  
S p e a k e r  o f  t h e  H o u s e

A l a s k a  S t a t e  H o u s e  o f  R e p r e s e n t a t i v e s  
P o u c h  V
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H a y  .3 :

U n d e r  t h e  a u t h o r i t y  g r a n t e d  in art. II, sec. 15, o f  t h e  
A l a s k a  C o n s  : i t u t i o n , I h a v e  v e t o e d  C S H 3  5 4 6 (Res) a m  S —  a 
b i l l  t h a t  w o u l d  h a v e  m a d e  it a m i s d e m e a n o r  f o r  a p e r s o n  
" t o  p e r f o r m  a n  a c t  w i t h  the i n t e n t  to o b s t r u c t  o r  h i n d e r  
h u n t i n g ,  f i s h i n g ,  o r  t r a p p i n g  e n g a g e d  i n  l a w f u l l y  b y  
a n o t h e r  p e r s o n . "  A s  y o u  m a y  r e c a l l ,  I v e t o e d  a s i m i l a r  
b i l l  (2d S C S  C S H B  1 6 3 ( J u d ) ) l a s t  y e a r .

I h a v e  d e c i d e d  to v e t o  th i s  l e g i s l a t i o n  f o r  t h e  f o l l o w i n g  
r e a s o n s :

F i r s t ,  a n  a m e n d m e n t  to the b i l l  m a d e  o n  the H o u s e  f l o o r  
(the i n s e r t i o n  o f  t h e  l a n g u a g e  " p o s s e s s i n g  a v a l i d  S t a t e  
o f  A l a s k a  l i c e n s e  o r  p e r m i t "  w h i c h  a p p e a r s  o n  p a g e  1, 
l i n e s  13 —  14, o f  the. f i n a l  bil l )  c r e a t e s  b o t h  a
p o t e n t i a l  c o n s t i t u t i o n a l  p r o b l e m  a n d  a pub.lie p o l i c y  
p r o b l e m .  _

T h e  a m e n d m e n t  w a s  m a d e  to e n s u r e  t h a t  a p e r s o n  w h o  o b ­
s t r u c t s  t h e  c a p t u r e  of o r c a  w h a l e s  in A l a s k a n  w a t e r s  b y  
S e a  W o r l d  c o u l d  n o t  be p r o s e c u t e d  u n d e r  t h i s  law. T h e  
o v e r a l l  r e s u l t  of t h i s  a m e n d m e n t  is t h a t  if a p e r s o n  
o b s t r u c t s  a h u n t e r  h o l d i n g  a v a l i d  s t a t e  l i c e n s e  o r  
p e r m i t ,  t h a t  p e r s o n  c a n  be p r o s e c u t e d  u n d e r  this law, 

w h e r e a s ,  if a p e r s o n  o b s t r u c t s  a h u n t e r  w h o  is l a w f u l l y  
h u n t i n g  w i t h  o n l y  a f e d e r a l  p e r m i t ,  (th i s  i n c l u d e s  o r c a  

c a p t u r e ,  a s  w e l l  as a n y  o t h e r  k i n d  o f  h u n t i n g ,  f i s h i n g ,  o r  
t r a p p i n g  r e q u i r i n g  a f e d e r a l  p e r m i t  onl y )  t h a t  p e r s o n  is

Re: C S H B  5 4 6 (Res) a m  S 
to the(An A c t  r e l a t i n g  t 

o b s t r u c t i o n  
h i n d r a n c e  o f  ] 
h u n t i n g ,  f i s h i n g  
t r a p p i n g .)

o r  
l a w f u l  
7 , o r

VE TO
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e x e m p t  f r o m  p r o s e c u t i o n .  S u c h  d i s p a r a t e  t r e a t m e n t  of s i m­
i l a r  o f f e n d e r s ,  w i t h  n o  a p p a r e n t  r a t i o n a l  b a s i s  f o r  the 
d i s t i n c t i o n ,  r a i s e s  a n  e q u a l  p r o t e c t i o n  q u e s t i o n  u n d e r  the 
c o n s t i t u t i o n .

O n  a p o l i c y  b a s i s ,  I q u e s t i o n  t h e  w i s d o m  o f  g r a n t i n g  —
j u s t  b e c a u s e  w e  w a n t  to s p e c i f i c a l l y  e x e m p t  f r o m
p r o s e c u t i o n  t h o s e  w h o  m i g h t  a t t e m p t  t o  o b s t r u c t  f'e
c a p t u r e  o f  o r c a  w h a l e s  —  b l a n k e t  i m m u n i t y  to p e r s o n s  w h o  
o b s t r u c t  h u n t e r s ,  f i s h e r m e n ,  a n d  t r a p p e r s  w h o  a r e  h u n t i n g ,  
f i s h i n g ,  o r  t r a p p i n g  l a w f u l l y  w i t h o u t  a s t a t e  l i c e n s e  o r  
p e r m i t .  T h i s  p r o v i s i o n  s h o u l d  b e  g i v e n  m o r e  t h o u g h t f u l  
c o n s i d e r a t i o n .

S e c o n d l y ,  i t  m a y  b e  d i f f i c u l t  to e f f e c t i v e l y  p r o s e c u t e  an 
o f f e n d e r  u n d e r  t h e  b i l l .  T h e  n e w  l a w  w o u l d  n o t  a p p l y  to 
o b s t r u c t i o n  o r  h i n d r a n c e  t h a t  i s  " i n c i d e n t a l "  to a p e r ­
s o n ' s  l a w f u l  u s e  o f  p u b l i c  o r  p r i v a t e  l a n d  o r  w a t e r .  T h i s
e x c e p t i o n  w a s  i n c l u d e d  so t h a t  h u n t i n g  a c t i v i t i e s  w o u l d  
n o t  b e  g i v e n  a c l e a r  p r i o r i t y  o v e r  o t h e r  l a w f u l  o u t d o o r  
a c t i v i t i e s  s u c h  a s  c a m p i n g ,  h i k i n g ,  b i r a w a t c h i n g ,  etc. 
A l t h o u g h  a d d i n g  t h i s  p r o v i s i o n  s e r v e s  a l a u d a b l e  p u r p o s e ,  
e s p e c i a l l y  s i n c e  l a s t  y e a r ' s  b i l l  i n c l u d e d  n o  r e c o g n i t i o n  
o f  t h e  v a l i d i t y  o f  s u c h  c o m p e t i n g  u s e s ,  t h i s  l a n g u a g e  is 
l i k e l y  t o  m a k e  i t  m o r e  d i f f i c u l t  to p r o s e c u t e  s o m e  c a s e s .  
T h a t  .s, i t  m a y  b e  d i f f i c u l t  t o  p r o v e  t h a t  o b s t r u c t i v e  
a c t s  w e r e  d e l i b e r a t e  a s  o p p o s e d  to b e i n g  t h e  i n c i d e n t a l  
r e s u l t  o f  ar.ocher p e r s o n ' s  l a w f u l  u s e  of t h e  land.

T h i r d l y ,  t h e r e  h a v e  a p p a r e n t l y  b e e n  n o  v e r i f i e d  r e p o r t s  in 
A l a s k a  o f  t h e  t y p e s  o f  " s a b o t a g e "  t a c t i c s  t h a t  the p r o ­
p o n e n t s  o f  t h i s  b i l l  s e e k  to p r o h i b i t .  I a m  n o t  c o n v i n c e d  
o f  t h e  n e e d  to e s t a b l i s h  a n e w  c r i m e  p r o h i b i t i n g  c o n d u c t  
t h a t  h a s  y e t  to o c c u r  i n  t h i s  s t a t e .

F o u r t h l y ,  a s  I s t a t e d  i n  l a s t  y e a r ' s  v e t o  l e t t e r ,  e x i s t i n g
c r i m i n a l  s t a t u t e s  p r o v i d e  a d e q u a t e  c o v e r a g e  f o r  p h y s i c a l
i n t e r f e r e n c e  w i t h  l a w f u l  h u n t i n g  a n d  f i s h i n g .  In p a r t i c u­
l a r ,  t h e  c r i m e s  o f  a s s a u l t ,  c r i m i n a l  m i s c h i e f ,  a n d  h a r a s­

s m e n t  p r o v i d e  c r i m i n a l  p e n a l t i e s  s i m i l a r  to t h o s e  i m p o s e d  
u n d e r  t h i s  b i l l .
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F i n a l l y ,  c r e a t i n g  s u c h  a c r i m e  i n  t h e  A l a s k a  s t a t u t e s  
g i v e s  t h e  i m p r e s s i o n  t h a t  A l a s k a  s e e k s  to g i v e  h u n t i n g ,  
f i s h i n g  a n d  t r a p p i n g  o f  w i l d l i f e ,  ( w h e t h e r  i t  be f o r  
s p o r t ,  c o m m e r c i a l  p u r p o s e s ,  o r  s u b s i s t e n c e  use) p r i o r i t y  
o v e r  e f f o r t s  t o  p r o t e c t  a n d  p r e s e r v e  w i l d l i f e .  D e s p i t e  
t h e  f a c t  t h a t  I m y s e l f  h a v e  p a r t i c i p a t e d  i n  s p o r t  h u n t i n g  
a n d  f i s h i n g ,  I d o  n o t  b e l i e v e  t h a t  i t  is a p p r o p r i a t e  to 
m a k e  s u c h  a s t r o n g  s t a t e m e n t  i n  o u r  l a w s .

F o r  t h e s e  r e a s o n s ,  I h a v e  v e t o e d  t h i s  b i l l .

S i n c e r e l y

B i l l  S h e f f i e l d  
G o v e r n o r
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The following are the official comments of The Alaska Wildlife Alliance. We 

are against($841j) We do not think hunting activities are compatible with 

other public uses 1n state parks. . The phrase that possession and use of a 

firearm may be necessary to personal safety 1s just an excuse to allow hunting 
1n areas where 1t does not belong and is a threat to personal safety. People 

are encouraged to recreate in state parks. Hikers, cross country skiers, 

photographers, canoers- the majority of outdoor recreationists are put at risk 

when state parks are opened to hunting. Because such a policy would be too

capricious we do not think that the commissioner of DNR should regulate the

use of a firearm or other weapon within one-quarter mile of posted areas such 

as a trail head, visitor center, or highway wayside, . Current law forbids use

of a firearm within one-half mile of posted areas and 1t Includes roads. Roads

are not Included in SB411, We are emphatically against liberalizing the law to 

1/4 mile, especially 1n the populated parks of southeast and south central,

Currently, parks are closed except where specifically open and The Division of

Parks may r l n s p  parks f o r  reasons o f  p u b H c  c a f o f y .  Chugach Park, may bo olosort 

by the Division of Parks for wildlife observation. The Division of Parks needs 

to maintain this power for the safety of non-consumpt1ve users and the benefit
of wildlife whom they have a duty to protect.

We oppose(|B398^)("An Act relating to certain reports and records concerning 

game animals") for all the reasons we have opposed similar bills in the past. 

The bill 1s unconstitutional and denies a citizen’s right to freedom of 

information. Public access 1s the standard 1n Alaska and this was confirmed by 
an AG's opinion two year's ago. It cannot be argued that sealing certificates 

give financial information or interfere with anyone's livelihood since sealing 

certificates don't deal with pelt prices or give the specific trapping area.

* MAR 02 '08 15:15 LEG. AFFAIRS ANCH

.v'



‘ MAR 02 'as 15:16 LEG. AFFAIRS ANCH

(There 1s no priority Information on sealing certificates) We, the public, have

if sealing certificates and hunting permits are not public record, how would 

graduate students, economic researchers, statisticians, or any others be able 

to get the facts and figures needed 1n their studies? These records have been

We oppose ("An Act relating to the obstruction or hindrance of lawful

hunting, fishing, or trapping.") Rather than protecting the activities of 

consumptive users, this bill endangers the rights of non-consumpt1ve users. In 

fact, this bill could create a real safety problem 1f a hunter perceived 

narassment and wanted an excuse to attack a non-consumpt1ve user. The bill 

*111 promote the very kind of conflict 1t seeks to prevent. The majority of 

non-consumptive users are already virtually "second class citizens" 1n the

f i f t l d  o f  w i l d l i f e  m anA£je>m an+ . a n d  t h 1 c  b i l l  w i l l  f u r f h o n  d o p r l u a  t h o r n  o f

anything approaching equal rights. Even the proponents of this bill admit no 

such harassment has occurred in Alaska to date. If 1t wer8 to occur, it can be 

addressed by existing statutes without further affecting the right of all non­

consumptive users. This bill, 1n slightly different forms has been vetoed 

before by Governor Sheffield for these same reasons.

made available to organizations like ours who perform a watchdog roll. There 

have been no 111 effects of this information having been provided.
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SB 397

NRA' s  f i e l d  r e p r e s e n t a t i v e ,  Rupe Andrews, .  I s  o u t  of  town and 
w o u l d  l i k e  t o have NRA' s  p o s i t i o n  i n t o  t h e 1 r e c o r d .  We s u p p o r t  
SB 397.  T h i s  l e g i s l a t i o n  has p a s s e d  t he l e g i s l a t u r e  t wi ce 
a l r e a d y .  T h i s  a r e a  o f  co nc e r n  i s  n o t  a l a r g e  p r obl e m but  the 
p r o b l e m i s  g r o w i n g .

SB 411

The NRA s u p p o r t s  t h i s  b i l l .  ANI LCA t ook away s i g n i f i c a n t  
h u n t i n g  o p p o r t u n i t i e s  away f r o m A l a s k a n s .  The N a t i o n a l  Park 
S e r v i c e  c o n t i n u e s  t o  work t o wa r ds  c u r t a i l i n g  even e x i s t i n g  
h u n t i n g  o p p o r t u n i t e s . The h u n t e r s  o f  t h i s  s t a t e  need n o t  be 
r e s t r i c t e d  even f u r t h e r  by our  own s t a t e  p a r k s  s y s t e m.  
T h a n k - y o u !
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G R E E N P E A C E  T E S T I M O N Y  B E F O R E  T H E  S E N A T E  R R E S O U R C E S  C O M M I T T E E  
T E L E C O N F E R E N C E  H E A R I N G  - M A R C H  2, 19 8 8  - A n c h o r a g e ,  A l a s k a

S E N A T E  B I L L  N O S .  411 - R E L A T I N G  TO T H E  U S E  O F  F I R E A R M S  IN S T A T E  
P A R K S ,  S T A T E  M A R I N E  P A R K S ,  S T A T E  W I L D L I F E  P R E S E R V E S ,  A N D  S T A T E  
R E C R E A T I O N  A R E A S ;  390 - R E L A T I N G  T O  C E R T A I N  R E P O R T S  A N D  R E C O R D S  

C O N C E R N I N G  G A M E  A N I M A L S ,  A N D  3 9 7  - R E L A T I N G  T O  T H E  O B S T R U C T I O N  O R  
H I N D R A N C E  O F  LAWFtlt. H U N T  1 M O , FXOIIIMQ, O K  T R A P P I N G .

M y  n a m e  is C i n d y  L o w r y  a n d  I a m  the A l a s k a  F i e l d  R e p r e s e n t a t i v e  
for G r e e n p e a c e ,  a n  i n t e r n a t i o n a l  e n v i r o n m e n t a l  o r g a n i z a t i o n  w i t h  

o v e r  6 0 0 , 0 0 0  s u p p o r t e r s  n a t i o n w i d e ,  i n c l u d i n g  1 8 0 0  A l a s k a n s .

As a n  o r g a n i z a t i o n  d e d i c a t e d  to p r o t e c t i n g  t h e  i n t e g r i t y  of 
A l a s k a ' s  d i v e r s e  e c o s y s t e m s  a n d  e n s u r i n g  the f u t u r e  v i a b i l i t y  of 
a l l  s p e c i e s  i n  t h e i r  n a t u r a l  h a b i t a t s ,  w e  a r e  o p p o s e d  to the 
a b o v e  m e n t i o n e d  S e n a t e  b i l l s ,

O n e  of o u r  b i g g e s t  c o n c e r n s  w i t h  w i l d l i f e  m a n a g e m e n t  in the S t a t e  
of A l a s k a  is t h e  l a c k  of e n f o r c e m e n t  of g a m e  r e g u l a t i o n s .  S e n a t e  
B i l l  No, 411 s t r e s s e s  t h e  c o m p a t i b i l i t y  of t h e  u s e  of f i r e a r m s  
d u r i n g  l a w f u l  h u n t i n g  a c t i v i t i e s ,  w h e n  c o n d u c t e d  s a f e l y  w i t h  
o t h e r  p u b l i c  u s e s  i n  s t a t e  p a r k s ,  m a r i n e  p a r k s ,  w i l d l i f e  
p r e s e r v e s ,  a n d  r e c r e a t i o n  a r e a s .

T h e  k e y  w o r d s  h e r e  a r e  " d u r i n g  l a w f u l  h u n t i n g  a c t i v i t i e s  w h e n  
c o n d u c t e d  s a f e l y , "  As I m e n t i o n e d  b e f o r e ,  the S t a t e ' s  
e n f o r c e m e n t  p r o g r a m  is s e r i o u s l y  d e f i c i e n t  in b o t h  p e r s o n n e l  a n d  
f u n d i n g  a n d  I w o u l d  l i k e  to k n o w  if t h e  s p o n s o r s  of this b i l l  
a r e  s e e k i n g  a d d i t i o n a l  a p p r o p r i a t i o n s  f o r  e n f o r c e m e n t .

T h e r e  a r e  s e r i o u s  r a m i f i c a t i o n s  a s s o c i a t e d  w i t h  t h i s  b i l l  in that 
it a l s o  i n c l u d e s  m a r i n e  p a r k s  a n d  p r e s e r v e s .  W o u l d  the 
d i s c h a r g i n g  of a f i r e a r m  be a l l o w e d  in t h e  W a l r u s  I s l a n d s  S t a t e  
G a m e  S a n c t u a r y ,  p o s s i b l y  c a u s i n g  t h e  s t a m p e d e  a n d  d e a t h s  of 
w a l r u s .  T h i s  b i l l  w o u l d  a l s o  c o n f l i c t  w i t h  f e d e r a l  la w s  w h i c h  
p r o h i b i t  t h e  s h o o t i n g  a n d  h a r a s s i n g  cf m a r i n e  m a m m a l s  a n d  w o u l d  
m a k e  it e v e n  m o r e  d i f f i c u l t  to p r o s e c u t e  v i o l a t o r a .

W e  a l s o  s e r i o u s l y  q u e s t i o n  t h a t  t h e  d i s c h a r g e  of a f i r e a r m  
o u t s i d e  of the d i s c r e t i o n a r y  1/4 m i l e  b u f f e r  z o n e  is c o m p a t i b l e  
w i t h  t h e  n o n - c o n s u m p t i v e  p u b l i c  u s e  of a n y  f a c i l i t y  l i s t e d  in the 
bill.
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B i l l  No. 3 9 a  r e l a t e s  to c e r t a i n  r e p o r t s  a n d  r e c o r d s  c o n c e r n i n g  
g a m e  a n i m a l s  a n d  a g a i n  r e s u r r e c t s  t h e  c a s e  o f  t h e  p u b l i c ' s  r i g h t  

to k n o w  h o w  p u b l i c  r e s o u r c e s  a r e  b e i n g  u s s d  vs. i n d i v i d u a l  
t r a p p e r s  a n a  h u n t e r s  r i g h t s  to p r i v a c y ,  A s  y o u  m a y  kno w ,  I 
s u b m i t t o d  a F r e e d o m  of I n f o r m a t i o n  r e q u e s t  to t h e  A l a s k a  Dept, of 
F i s h  & G a m e  in 1 9 8 6  a s k i n g  f o r  w o l f  s e a l i n g  c e r t i f i c a t e s  
i n c l u d i n g  the n a m e s  a n d  a d d r e s s e s  of i n d i v i d u a l  t r a p p e r s .

S u b s e q u e n t l y ,  t h e  A t t o r n e y  G e n e r a l  p r o v i d e d  a n  o p i n i o n  w h i c h  
« .ated t h a t  t h e  i n f o r m a t i o n  I r e q u e s t e d  w a s  " s u b j e c t  to the o p e n  
r e c o r d s  p r o v i s i o n s  of A S  0 9 . 2 3 . 1 1 0 . "

He f u r t h e r  s t a t e d  " t h e  d e p a r t m e n t  h a s  in the p a s t  b e e n  c o n c e r n e d  
th a t  p u b l i c  d i s c l o s u r e  of fur s e a l i n g  i n f o r m a t i o n  w o u l d  r e d u c e  
the d e t a i l  a n d  a c c u r a c y  of i n f o r m a t i o n  s u b m i t t e d  b y  t r a p p e r s  
r e g a r d i n g  w h e r e  f u r  a n i m a l s  a r e  t a k e n ,  a n d  t h a t  f a i l u r e  to 
r e c e i v e  a c c u r a t e  d a t a  w o u l d  in t u r n  d i m i n i s h  t h e  d e p a r t m e n t ' s  
a b i l i t y  to f o r m u l a t e  a p p r o p r i a t e  c o n s e r r v a t i o n  a n d  m a n a g e m e n t  
s t r a t e g i e s .  A l t h o u g h  t h i s  c o u l d  t h e o r e t i c a l l y  o c c u r ,  w e  b e l i e v e  
t h a t  a r e v i e w i n g  c o u r t  w o u l d  f i n d  t h a t  t h e  r i s k  of t r a p p e r s  
f a i l i n g  to s u b m i t  i n f o r m a t i o n  r e q u i r e d  b y  l a w  is m i n i m a l  c o m p a r e d  
to t h e  s t r o n g  p u b l i c  i n t e r e s t  in k n o w i n g  h o w  p u b l i c  r e s o u r c e s  a r e  
b e i n g  u s e d . "

W e  w h o l e h e a r t e d l y  a g r e e  w i t h  t h i s  o p i n i o n  a n d  to m y  k n o w l e d g e ,  it 
h a s  n o t  c h a n g e d .  In a d d d i t i o n ,  t h e  A l a s k a  T r a p p n r s  A s s o c i a t i o n  
b r o u g h t  a l a w s u i t  a g a i n s t  t h e  S t a t e  r e g a r d i n g  t h i s  i s s u e  in t h e  
A l a s k a  S u p e r i o r  C o u r t  w h i c h  f a i l e d .

B i l l  No. 3 9 7  r e l a t e s  to t h e  o b s t r u c t i o n  or h i n d r a n c e  of l a w f u l  
h u n t i n g ,  f i s h i n g ,  or t r a p p i n g .  W e — h a v e  c o m m e n t e d  o:\~~t h i s’c o n c e p t  
m a n y  t i m e s  in t h e  p a s t  i n  v a r i o u s  f o r m s  of b i l l s .  In e s s e n c e ,  
t h i s  b i l l  p r o m o t e s  t h e  v e r y  c o n f l i c t  it p u r p o r t e d l y  s e e k s  to
p r e v e n t .  It is a l s o  m y  u n d e r s t a n d i n g  t h a t  a t h e o r e t i c a l
h a r a s s m e n t  s i t u a t i o n  i m p l i e d  in t h e  b i l l  h a s  n e v e r  o c c u r r e d  in
the S t a t e  of A l a s k a .  W e  r e m a i n  o p p o s e d  t o  t h i s  t y p e  of
a d v e r s a r i a l  l e g i s l a t i o n .

A g a i n ,  w e  o p p o s e  a l l  t h r e e  a f o r e m e n t i o n e d  S e n a t e  b i l l 3 a n d  do n o t  
b e l i e v e  t h e y  a r e  in t h e  b e s t  i n t e r e s t  of t h e  p u b l i c  o r  w i l d l i f e  
s p e c i e s  in A l a s k a .  T h a n k  y o u  foi’ t h i s  o p p o r t u n i t y  to p r o v i d e  
c o m m e n t s ,

R e s p e c t f u l l y  s u b m i t t e d ,

C
/ . ..t i v e
G r e e n p e a c e

2
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Alaska Environmental Lobby, Inc.
P.O. Box 22151 Ju n e a u ,  Alaska 99802 907-586-2345

SB 397 Hunter HarassmentSB 397 Hunter Harassment and a companion bill, SB 398 Confidentiality of Records, represents another attempt to give preferential treatment to consumptive users of wildlife. The bills are intented to "protect" those individuals engaged in the lawful pursuit of hunting, fishing and trapping from so-called "intentional harassment" from animal protection groups.SB 397 would establish statutes making it illegal to interfere, either directly or indirectly, with individuals involved in lawful hunting, fishing or trapping. While the Alaska Environmental Lobby does not condone the use of illegal harassment tactics, we feel that this bill is unnecessary for several reasons.
• There is  no precedent for t h is  b il l , to  date there h a v eBEEN NO DOCUMENTED INCIDENTS OF HUNTER HARASSMENT IN ALASKA.
• THET" ARE EXISTING LAWS WHICH PROTECT HUNTERS FROM THIS TYPE OF HARASSMENT, SPECIFICALLY ASSAULT, CRIMINAL MISCHIEF AND GENERAL HARASSMENT STATUTES.
• The l a n g u a g e  of th e  b il l  is  v a g u e , offering  no clearDEFINITION OF WHAT CONSTITUTIS EITHER OBSTRUCTION OR INTENT TO HARASS.
• THE BILL FAILS TO ADDRESS THE QUESTION OF EQUAL RIGHTS FOR ALL USERS OF PUBLIC RESOURCES.SB 397 would actually encourage the type of confrontation it seeks to prevent. Citizens involved in recreational activities such as bird watching, hiking, and camping would be vulnerable to citizen arrest and/or fines if their activities overlapped with those engaged in hunting or fishing. SB 397 fails to acknowledge these legitimate non-consumptive uses of our natural resources.Variations of SB 397 were introduced in previous legislatures (1983 and 1986) and were vetoed by then-Governor Sheffield due to constitutional problems. AEL believes that these problems still exist with SB 397. AEL strongly opposes this legislation.

A L A S K A  C E N T E R  F O R  T HE  E N V I R O N M E N T  • A L A S K A  C HA PTER. SIERRA C L U B  ■ J U N E A U  GROUP. SIERRA C L U B  • SITKA CROUP. SIERRA C L U B  

KNIK G R O U P  SIERRA C L U B  • DENALI GROUP. SIERRA C L U B  • A N C H O R A G E  A U D U B O N  SOCIETY « ARCTIC A U D U B O N  SOCIETY 

OENALI CITIZENS C O U N C I L  • A L A S K A  F RI E ND S  O F  T H E  E A R T H  • J U N E A U  A U D U B O N  SOCIETY • K A C H E M A K  BAY C O N S E R V A T I O N  SOCIETY 

KENAI P E N I N S U L A  A U O U B O N  SOCIETY • K O DI A K A U D U B O N  SOCIETY • L Y N N  C A N A L  C O N S E R V A T I O N  • A L A S K A  WILDLIFE ALLIANCE 

SI1KA C O N S E R V A T I O N  SOCIETY « N O R T H C R N  A L A S K A  E N V I R O N M E N T A L  C E N T E R  • S O U T H E A S T  A L A S K A  C O N S E R V A T I O N  C O U N C I L

KNIK K A N O E R S  A N D  K A Y A K E R S
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PUBLIC OPINION MESSAGE
/

I

EAR: SEHATCr 'ANNING

lAME: JIM TALLEfllCO 
TLE:
ESS! 2925 SEAWIND
ITY: ANCHORAGE ZIP: ” 516
urit: A45-570V 
. NO:
'Ed: GAME AND RECREATION ____
.AGE: STRONGLY SUPPORT SB 397. SB 398, AND HB 93. URGE PASSAGE OF THIS 
'TAUT LEGISLATION.

3 >  > ^
PUBLIC OPINION MESSAGE

S.

\J\

v/)

SENATOR FANNING

SINITY DEVRIES 
C: ALASKA WILDLIFE ALLIANCE
^  P.O. BOX 190953

ANCHORAGE, ALASKA ZIP: 99S19
V  277-0397 

SB 397
OBSTRUCTING OR HINDERING HUNTING/FISHING
WHAT WAS THE INDIVIDUAL RECOMMENDATION ON SB 397 THAT PASSED OUT OF 

THE RESOURCES COMMITTEE.

A

OMID: 03135941 
DATE: 03/04/88 
TIME: 13:59:41 
NAME: ANCHORAGE LIO

iPIES: SENATORS

COGHILL
DUNCAN
ELIASON
FISCHER
STURGULEHSKI
ZHAROFF

PUDLIC OPINION MESSAGE

DEAR*. SENATOR FANNING

NAME: ANDY GIFFORD 
TITLE:

ADDRESS: 16827 TWENTY GRAND ROAD
CITY: EAGLE RIVER ZIP: 99577
PHONE: 694-2469 

BILL NO: SB 397
SUBJECT: OBSTRUCTING OR HINDERING HUNTING/FISHING
MESSAGE: AND SB 398; I WHOLE-HEARTEDLY APFROVE OF THESE BILLS AND RECOMMEND 

THEIR PASSAGE.

PUBLIC OPINION MESSAGE

DEAR: SENATOR FANNING

NAME: BOB GREEN 
TITLE:

ADDRESS: 951 BUNKERHILL
CITY: WASILLA, ALASKA ZIP: 99687

PHONE: 271-2514 
BILL NO: SB 397
SUBJECT: OBSTRUCTING OR HINDERING HUNTING/FISHING
MESSAGE: SB 398 - CONFIDENTIALITY OF TRAPPING/HUNTING INFO - I SUP^RT SB 397 

AND SB 398.

PUBLIC OPINION MESSAGE

DEAR: SENATOR FANNING

NAME: GARVAN BUCARIA 
TITLE:

ADDRESS: P.O. BOX 870298
CITY: WASILLA, ALASKA ZIP: 99687
PHONE: 373-4974 

BILL NO: SB 397
SUBJECT: OBSTRUCTING OR HINDERING HUNTING/FISHING
MESSAGE: SB 398 - CONFIDENTIALITYOF TRAPPING/HUNTING INFO - I FULLY SUPPORT 

THESE TWO PORPOSED SENATE BILLS AND URGE THEIR PASSAGE WITH SUFFICIENT 
PENALTIES TO MAKE THEM SUFFICIENT APPROPRIATE LAWS. IF ENACTED PLEASE SEND 

ME COPIES OF THE BILLS.

POMIO: 03104934 
DATE: 03/04/88 
TIME: 10:49:34 

IIONAME: ANCHORAGE LIO
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S T E V E  C O W P E R , G O V E R N O R

O F F I C E  O F  T B I E  G O V E R N O R P.O. BOX AD 
JUNEAU. ALASKA 99811 
PHONE: (907) ‘165-3568

OFFICE OF MANAGEMENT AND BUDGET

D I V I S I O N  O F  P O L I C Y

A u g u s t  12, 1 9 8 7

T h e  H o n o r a b l e  S a m  C o t t e n
R e p r e s e n t a t i v 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. E o x  296
E a g e l  R i v e r ,  A K  9 9 5 7 7

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

S U B J E C T :  E L F

T h e  e n c l o s e d  i n f o r m a t i o n  i d e n t i f i e s  a n o t h e r  p o s s i b l e  
p r o b l e m  w i t h  t h e  c u r r e n t  v e r s i o n  o f  t h e  E c o n o m i c  Limit. 

F a c t o r  -- d r i l l i n g  w e l l s  f o r  t h e  s a k e  o f  r e d u c i n g  t a x e s .

A s  m o r e  i n f o r m a t i o n  is d e v e l o p e d  o n  t h i s  p o i n t ,  w e  w i l l  
p r o v i d e  it t o  you.

S i n c e r e l y

M a r y  H a l l o r a n  
D i r e c t o r

M H / d m c / 8 8 D - 3 1 1

E n c l o s u r e s

cc: H u g h  M a l o n e ,  C o m m i s s i o n e r  
D e p a r t m e n t  o f  R e v e n u e

01 A 3 ‘1LH



MEMORANDUM State of Alaska
Office o f the GovernorDivision of Policy

TO: M a r y  H a l l o r a n  

D i r e c t o r

DATE: A u g u s t  5, 1 9 8 7

( m i n o r  e m e n d a t i o n s  8/ 1 2 / 8 7 )

FROM: G r e g g  E r i c k s o n  

S e n i o r  E c o n o m i s t

PHONE: 4 6 5 - 3 5  68

SUBJECT: P o t e n t i a l  S e v e r a n c e  T a x  L o o p h o l e

S u m m a r y
S t u d i e s  c u r r e n t l y  in p r o g r e s s  b y  D O R  e c o n o m i s t s  in 

A n c h o r a g e ,  a n d  o t h e r  e v i d e n c e ,  s u g g e s t  t h a t  o i l  p r o d u c e r s  at 
P r u d h o e  B a y  m a y  b e  a b l e  r e d u c e  s t a t e  s e v e r a n c e  t a x e s  t h r o u g h  
a t a x  a v o i d a n c e  m e c h a n i s m  i n v o l v i n g  t h e  n e w l y  a p p l i c a b l e  
e c o n o m i c  l i m i t  f a c t o r  ( E L F ) . T h e  l o o p h o l e  w a s  l a r g e l y  
u n a n t i c i p a t e d ,  a n d  h a s  n o t  y e t  b e e n  a c c o u n t e d  f o r  in t h e  
s t a t e ' s  p e t r o l e u m  r e v e n u e  f o r e c a s t i n g  m o d e l s .  T h e  l i k e l y  
r e v e n u e  l o s s  is s t i l l  u n c e r t a i n .  E f f o r t s  a r e  u n d e r w a y  t o  
a p p r o p r i a t e l y  m o d e l  c o m p a n y  b e h a v i o r  a n d  t h e  p o t e n t i a l  t a x  

a v o i d a n c e  m e c h a n i s m  in t i m e  for t h e  D e c e m b e r  f o r e c a s t .

S.a.ck-giD.uad

T h e  E L F  w a s  f i r s t  a d d e d  t o  A l a s k a ' s  s e v e r a n c e  t a x  in 

19 7 8  as p a r t  o f  a n  e f f o r t  n o t  just t o  i n c r e a s e  r e v e n u e ,  b u t  

t o  d o  so in a w a y  t h a t  w o u l d  r e d u c e  t h e  i n c e n t i v e s  in e a r l i e r  

s e v e r a n c e  t a x e s  t o w a r d  u n d e r d e v e l o p m e n t  of t h e  o i l  

r e s o u r c e . 1 It w a s  u n d e r s t o o d  t h a t  t h e  E L F  c o u l d  c o n c e i v a b l y  

p r o d u c e  a n  o p p o s i t e  i n c e n t i v e  —  t o w a r d  o v e r d e v e l o p m e n t .

^ U n d e r d e v e l o p m e n t  ( s o m e t i m e s  c a l l e d  p r e m a t u r e  s h u t d o w n )  o c c u r s  w h e n e v e r  a 

f l a t  p e r c e n t a g e  t a x  is i m p o s e d  o n  g r o s s  r e v e n u e .  A s  t h e  r e s o u r c e  n e a r s  

e x h a u s t i o n  t h e  p e r c e n t a g e  t a x  t a k e s  an  e v e r  l a r g e r  s h a r e  o f  t h e  p o t e n t i a l  

p r o f i t s ;  e v e n t u a l l y  it t a k e s  e v e r y t h i n g .  At  t h i s  p o i n t  —  u n l e s s  t h e  t a x  

is r e d u c e d  —  p r o d u c t i o n ,  p r o f i t s ,  a n d  t a x  r e v e n u e s  a l l  e n d .  T h i s  is a 

p r e m a t u r e  s h u t d o w n  s i n c e  a ll t h r e e  w o u l d  c o n t i n u e  if t a x e s  w e r e  r e d u c e d .  

A l a s k a  a d o p t e d  a s l i d i n g  s c a l e  s e v e r a n c e  t a x  b a s e d  o n  a v e r a g e  p e r - w e l l  

p r o d u c t i o n  i n  1970. T h e  E L F  a d o p t e d  in 197 8  e l i m i n a t e d  t h e  " l u m p s "  i n  t h a t  

s l i d i n g  s c a l e  a n d  t h u s  w a s  e x p e c t e d  t o  f u r t h e r  r e d u c e  t h e  u n d e r - d e v e l o p m e n t  

i n c e n t i v e .



T h i s  w o u l d  b e  just as bad, s i n c e  o v e r d e v e l o p m e n t  w o u l d  a l s o  

r e d u c e  s t a t e  r e v e n u e s .  M o s t  a n a l y s t s  t h o u g h t  t h e  

o v e r d e v e l o p m e n t  r i s k  w a s  m a i n l y  a t h e o r e t i c a l  m a t t e r ,  

h o w e v e r ,  w i t h  l i t t l e  p o t e n t i a l  f o r  p r a c t i c a l  i m p a c t s  on 

d r i l l i n g ,  p r o d u c t i o n  rates, o r  m a j o r  f i e l d  i n v e s t m e n t s .  E v e n  

if t h e r e  w e r e  s o m e  i n c e n t i v e  for o v e r d r i l l i n g ,  it w a s  t h o u g h t  

t h a t  t h e  r e g u l a t o r y  o v e r s i g h t  of t h e  A l a s k a  O i l  a n d  Gas 

C o n s e r v a t i o n  C o m m i s s i o n  w o u l d  s e r v e  to k e e p  it in c h eck.

In p a s t  w e e k s  e v i d e n c e  h a s  a c c u m u l a t e d  s u g g e s t i n g  t h a t  

r e n e w e d  a p p l i c a t i o n  of t h e  E L F  t o  P r u d h o e  Bay, w h i c h  o c c u r r e d  

in June, m a y  t r i g g e r  a d r i l l i n g  p r o g r a m  d e s i g n e d  to 

a r t i f i c i a l l y  r e d u c e  s e v e r a n c e  t a x  rates. U n d e r  s u c h  a 

p r o g r a m ,  a d d i t i o n a l  w e l l s  c o u l d  c o s t  m o r e  t h a n  t h e  g a i n s  f r o m  

i n c r e a s e d  o i l  p r o d u c t i o n  as l o n g  as t h e  d i f f e r e n c e  is m o r e  

t h a n  o f f s e t  b y  t h e  t r a n s f e r  t o  t h e  c o m p a n i e s  o f  s e v e r a n c e  t a x  

r e v e n u e  —  r e v e n u e  t h a t  w o u l d  h a v e  g o n e  t o  t h e  s t a t e  h a d  t h e  

w e l l  n o t  b e e n  d r i l l e d .

F r o m  t h e  s t a t e ' s  s t a n d p o i n t ,  o v e r d r i l l i n g  w o u l d  c a u s e  a 

f a l l  in s t a t e  s e v e r a n c e  t a x  r e v e n u e  f r o m  a s o u r c e  n o t  t h u s  

f a r  a n t i c i p a t e d  in t h e  s t a t e ' s  f o r e c a s t  m o d e l s .  A  c o l l a t e r a l  

e f f e c t  w o u l d  b e  a s h i f t  in t h e  p r o d u c t i o n  c u rve, m o v i n g  

f u t u r e  p r o d u c t i o n  t o w a r d  t h e  p r e s e n t  b u t  s t e e p e n i n g  t h e  r a t e  

o f  d e c l i n e  late r .  O u t p u t  o v e r  t h e  life of t h e  f i e l d  w o u l d  

l i k e l y  i n c r e a s e .  N e v e r t h e l e s s ,  t o t a l  e c o n o m i c  r e n t s  —  t h e  

d i f f e r e n c e  b e t w e e n  p r o d u c t i o n  c o s t s  a n d  t h e  v a l u e  o f  t h e  o i l  

—  w o u l d  b e  r e d u c e d .

M a r y  H a l l o r a n
A u g u s t  5, 1987
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2M any  p e o p l e  h a v e  a h a r d  t im e  u n d e r s t a n d i n g  how o v e r d e v e lo p m e n t  c a n  be  a 
b a d  t h i n g .  T h e y  f o r g e t  t h a t  i t  i s  p r o f i t s  a nd  n e t  t a x  r e v e n u e s  t h a t  make 
o i l  p r o d u c t i o n  so  d e s i r e d ,  n o t  m o re  b a r r e l s ,  p e r  s e .  A s  an e x t r e m e  
e x a m p le ,  assume some e d i c t  r e q u i r e d  a l l  p r o f i t s  a nd  t a x  r e v e n u e s  f r o m  a 
f i e l d  r e i n v e s t e d  t o  d r i l l  a d d i t i o n a l  w e l l s  i n  t h e  f i e l d .  B o t h  t h e  s t a t e  and  
com pan y  w o u ld  f i n d  t h i s  a b a d  d e a l ,  d e s p i t e  t h e  r e s u l t i n g  i n c r e a s e  i n  
p r o d u c t i o n .  N e i t h e r  w o u ld  r e c e i v e  a n y  n e t  b e n e f i t s  f r o m  t h e  r e s o u r c e ,  a l l  
o f  i t  h a v i n g  be en  d i s s i p a t e d  on t h e  e x c e s s  i n v e s t m e n t .  O i l  d r i l l e r s  a n d  
d r i l l i n g  c o m p a n ie s  w o u ld  n a t u r a l l y  l i k e  t h e  i d e a ,  b u t  s o c i e t y  as a w h o le  
w o u l d  be  w o rs e  o f f .



M a r y  H a l l o r a n

A u g u s t  5, 1987
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T h e  N e w  E v i d e n c e

T h e  f i r s t  p i e c e  o f  e v i d e n c e  in t h i s  r e g a r d  s u r f a c e d  in 

la t e  M a r c h  in t e s t i m o n y  of A R C O  K u p a r u k  U n i t  M a n a g e r  J a m e s  

W e e k s  b e f o r e  t h e  H o u s e  F i n a n c e  C o m m i t t e e .  Mr. W e e k s  p r o v i d e d  

an e x a m p l e  s h o w i n g  t h a t  u n d e r  t h e  p r e s e n t  E L F  it is p o s s i b l e  

for t o t a l  p r o d u c t i o n  t o  i n c r e a s e  at t h e  s a m e  t i m e  t o t a l  

s e v e r a n c e  t a x  c o l l e c t i o n s  d e c r e a s e .  T h i s  is e x a c t l y  t h e  

c o n d i t i o n  t h a t  is n e c e s s a r y  for o v e r d e v e l o p m e n t .  W e e k s  a r g u e d  

t h a t  t h i s  was a d e s i r a b l e  c h a r a c t e r i s t i c  o f  t h e  t a x  

s t r u c t u r e . 3

T h e  s e c o n d  p i e c e  o f  e v i d e n c e  w a s  t h e  r e s u l t  of o n g o i n g  

D e p a r t m e n t  o f  R e v e n u e  (DOR) m o d e l i n g  w o r k .  O v e r  t h e  p a s t  y e a r  

D O R  e c o n o m i s t s  in A n c h o r a g e  h a d  b e e n  p r e p a r i n g  f i s c a l  n o t e s  

o n  v a r i o u s  c o n c e p t s  f o r  r e v i s i n g  t h e  EL F .  In t h e  c o u r s e  o f  

t h a t  w o r k  a n d  e v e n  b e f o r e ,  as a p a r t  o f  t h e i r  r e g u l a r  

f o r e c a s t i n g ,  t h e  D O R  e c o n o m i s t s  h a d  m o d e l e d  t h e  i m p a c t  of 

d i f f e r e n t  t a x  s t r u c t u r e s  a n d  oil p r i c e s  o n  t h e  d e c i s i o n  to 

p r o d u c e  A l a s k a  N o r t h  S l o p e  oil f i e l d s .  A n  e a r l y  v e r s i o n  of 

t h a t  m o d e l ,  n e w  c a l l e d  t h e  " p r o d u c t i o n  m o d u l e , " was 

i n t e g r a t e d  i n t o  t h e  l a r g e  P E T R E V  f o r e c a s t i n g  m o d e l  in 

S e p t e m b e r  1985.

T h e  p r o d u c t i o n  m o d u l e  a s s u m e s  t h a t  p r i c e s  a n d  t a x  

s t r u c t u r e s  w i l l  h a v e  n o  e f f e c t  o n  t h e  o p t i m u m  n u m b e r  o f  w e l l s  

o r  o t h e r  f i e l d  i n v e s t m e n t ,  o n l y  o n  t h e  d e c i s i o n  to p r o d u c e  o r  

not. I n i t i a l l y  t h i s  a s s u m p t i o n  s e e m e d  l i k e  a r e a s o n a b l e  

s i m p l i f i c a t i o n ;  b u t  a s  t h e  D O R  e c o n o m i s t s  got m o r e  i n v o l v e d  

in p r e p a r i n g  E L F  f i s c a l  n o t e s  t h e y  b e c a m e  c o n c e r n e d  t h a t  

t h e r e  m i g h t  b e  i m p o r t a n t  f i e l d  i n v e s t m e n t  e f f e c t s  t h a t  t h e  

m o d u l e  w a s  n o t  d e s i g n e d  t o  d e tect.

T h e  A R C O  t e s t i m o n y  in M a r c h  a d d e d  a d d i t i o n a l  u r g e n c y  t o  

t h e s e  c o n c e r n s ,  s i n c e  it s h o w e d  t h a t  at l e a s t  one o i l  c o m p a n y

3ARCO1s e x a m p le  a n d  OMB's A p r i l  29 c r i t i q u e  o f  t h e  ARCO a r g u m e n t  i s  f o u n d  
i n  A t t a c h m e n t  A .



w a s  t a l k i n g  p u b l i c l y  a b o u t  d r i l l i n g  w e l l s  t h a t  w e r e  o n l y  

e c o n o m i c  f o r  it b e c a u s e  of a potential, t a x  r e b a t e  i n h e r e n t  in 

the E L F  s t r u c t u r e .  L a s t  F r i d a y  Dr. R o g e r  M a r k s  at D O R  

p r o v i d e d  us w i t h  p r e l i m i n a r y  r e s u l t s  f r o m  a n e w  p r o d u c t i o n  

m o d e l ,  o n e  w h i c h  s h o w s  t h e  e f f e c t  of c h a n g i n g  p r i c e s  o r  t a x e s  

on d r i l l i n g . 4 T h e  r e s u l t s  s u g g e s t  t h a t  t h e  E L F  d o e s  i n d e e d  

c r e a t e  an i n c e n t i v e  at P r u d h o e  f o r  o p e r a t o r s  t o  r e d u c e  t h e i r  

t a x e s  t h r o u g h  o v e r d r i l l i n g .

T h e  t h i r d  p i e c e  o f  e v i d e n c e  is f o u n d  in J u l y  Anchorage 
Times r e p o r t s  of p l a n s  b y  A R C O  a n d  S t a n d a r d  O i l  C o m p a n y  t o  

i n c r e a s e  d r i l l i n g  at P r u d h o e  Bay. T h e  s t o r i e s  (see A t t a c h m e n t  

C) s p e a k  f o r  t h e m s e l v e s .  N e i t h e r  A R C O  n o r  S t a n d a r d  a n n o u n c e d  

a n y  s u c h  p l a n s ;  a c c o r d i n g  t o  a n  A R C O  o f f i c i a l ,  t h e  p l a n s  w e r e  

r e v e a l e d  t o  t h e  Times o n l y  a f t e r  t h e i r  r e p o r t e r  d i r e c t e d  

i n q u i r e s  t o  f i e l d  p e r s o n n e l  r e g a r d i n g  t r a d e  p r e s s  n o t i c e s  

s h o w i n g  t h a t  A R C O  w a s  s e e k i n g  b i d s  for a d d i t i o n a l  d r i l l i n g  

s e r v i c e s .

Fur.th.ex_ A c t io n
N o  i m m e d i a t e  a c t i o n  is r e c o m m e n d e d .  I h a v e  e n c o u r a g e d  

Dr. M a r k s  t o  c o n t i n u e  h i s  a n a l y s i s ,  a n d  h e  i n d i c a t e d  h i s  

i n t e n t i o n  t o  d o  so. He h o p e s  t h a t  a n e w  m o d e l  t a k i n g  a c c o u n t  

o f  d r i l l i n g  i n c e n t i v e s  c a n  b e  i n t e g r a t e d  w i t h  t h e  p r o d u c t i o n  

m o d u l e  a n d  l a r g e  f o r e c a s t i n g  m o d e l  in t i m e  f o r  t h e  D e c e m b e r  

f o r e c a s t ,  b u t  it is c o n c e i v a b l e  t h a t  it c o u l d  t a k e  l o n g e r .  I 

h a v e  a l s o  a s k e d  D O R  t o  m o d e l  t h e  i n c e n t i v e  s t r u c t u r e  in t h e  

E L F  f o r m u l a  t h a t  p a s s e d  t h e  H o u s e  in 1 9 8 7  (CSHB 164 (fin.) 

a m . ) . I w o u l d  h o p e  t h a t  t h e  p r o p o s e d  f o r m u l a  w o u l d  e l i m i n a t e  

m u c h  o f  t h e  p r o b l e m .  W e  w i l l  see. In a n y  even t ,  Dr. M a r k s  a n d  

h i s  c o l l e a g u e s  s h o u l d  b e  c o n g r a t u l a t e d  f o r  c a l l i n g  t h i s  

p o t e n t i a l  p r o b l e m  t o  o u r  a t t e n t i o n .

M a r y  H a l l o r a n

A u g u s t  5, 1987
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4 A  d r a f t  o f  M a r k s '  p a p e r  i s  f o u n d  i n  A t t a c h m e n t  B .
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TECHNICAL NOTE Attachment A 
ON ARCO’S KUPARUK EXAMPLE

Tax Effects o f Drilling an Additional Well Under Current Law

Mr. James Weeks, Kupamk Unit Manger for A£CO, provided testimony to 
the House Finance Com mi Gee on March 27,1987. Examples of severance tax effects 
(see following page) accompanied his testimony. The examples compare the 
severance tax effects o f adding one additional well in the Kuparuk field under the 
current ELF and under the proposed ELF (CSHB 154 fm.). The examples show that 
the addition o f one well producing just under 300 barrels per day would increase 
output from 90,168,000 barrels of oil per year (BOPY) to 90,277,000 BOPY. At 
the $9.00 per barrel price assumed in ARCO’s example, annual gross i~. nue to the 
owners increases by $981,000.

(90,277,000 BOPY - 90,168,000 BOPY)*($9/barrel) =
( 109,000 BOPY )*(59/banel)« 5981,000

The first o f ARCO's two examples shows how under current law the owners 
would collect an annual severance tax rebate of $37,846 on this additional revenue. 
The effective severance tax rate on the new production is thus -3.9 percent The 
effect Is analagous to a personal income tax where the effective tax rates become 
lower as increasing income moves the taxpayer into a higher bracket 

- The second ARCO example illustrates bow diis will be changed under the
proposed law. Instead o f giving the owners a $37,846 windfall, the proposed law 
will coliect $58,611 f 6.0 percent) o f the incremental $981,(XX) for the state in 
severance tax. The table below summarizes the effects under the current and 
proposed severance tax laws, as shown in the ARCO examples.

TAX EFFECTS OF DRILLING ONE ADDITIONAL WELL
(ARCO Kuparuk Example)

Current Law 
Proposed Law

Change
In

Annual
Gross

Revenue

$981,000
$981,000

Change Tax
In Rate

Annual On
Severance Incremental

Tax Production

($37,846)
$58,611

-3.9%
6.0%

Average 
Tax Rate 
Before 
Drilling

7.820%
10.944%

Average 
Tax Rate 

After 
Drilling

7.806%
10.938%

Percent
Change

In
Average 
Tax Rate 
Due To 
Drilling

-0.180%
-0.055%



CU R R EN T LAW

Addition of 1 w e ll:

PROPOSED LAW

Addition of 1 w « II:

DRUUNG/WORKOVER DISINCENTIVE 
COMMITTEE SUBSTITUTE MB 164

SEVERANCE TAX CALCULATION

Field Rate X Wellhead Prict X  Severance Tax x ELF 
90,168,000BOPY x J9/BO X 0.15 X 0.5213*= $63,461,050/y«r90.277.000 BOPY X  19/SO X  0.15 X 0.5204 = $63,423,203/yea/■A decrease of $37,848 year

Field Rats X  Wellhead Price X  Severance Tax X ELF90.168.000 BOPY  X  $9/SO X  0.16 X  0.7X96 • = $88,811,673/ymr90.277.000 BOPY  X  19/SO X  0.15 X 0.7292 = $88.870,4$4/ymr
A it increase o f $88,611 year

[ARCO Handout, March 1987]
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Attachment B

A Model to Evaluate the Economics of Drilling Additional Wells

Roger Harks 
State of Alaska Department of Revenue 

Petroleum Research Section 
August 19C*

The oil production severance tax structure In Alaska causes the tax to be 
sensitive to the number of wells In a field. Levied on non-royalty barrels, 
the tax Is the product of the wellhead price (market price less shipping and 
pipeline costs), the severance tax rate, and the economic limit factor (ELF). 
The ELF 1s a number between zero and one which reduces the severance tax as 
well productivity declines and a field approaches Its economic breakeven point

where PEL * the monthly production rate at the economic limit
TP * total production during the month for which the

tax 1s to be paid 
WO a the total number of well days In the month for

which the tax 1s to be paid

Thus, for example, with all other thing equal, as wells Increase, PEL will 
Increase, PEL/TP will Increase, the base of the exponent will decrease, and 
the ELF, along with severance tax, will decrease.

Recently there have been legislative proposals to modify the severance tax
structure, notably the form of the ELF. Meaningful judgements on the merits of 
the proposals will depend, among other things, on how they affect development,
productivity, profitability, and State revenues.

The State of Alaska Department of Revenue's current forecasting model has a 
component that computes the economic rent of specific fields to assess whether 
or not they are feasible to produce given price and volume scenarios. When 
economic rent 1s negative production Is delayed until a start-up year 
generating positive economic rent Is found. This reduces the likelihood that 
the model will project revenue from uneconomic fields. When economic rent is 
positive the model finds the profit maximizing amount of enhanced recovery.

Projected price, volume, and well numbers are exogenous Input, with the latter 
two based on producer public Information and State engineering assessments. 
They reflect the current and announced extent of development, a rather limited 
time horizon.

Consequently, the Department has developed a model to examine the economics of 
drilling additional wells In developed fields. Such a model Indicates the 
degree of extra In-fill drilling and production that may occur to maximize 
economic rent for primary recovery, and Is also useful for analyzing potential 

severance tax structures.
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The crux of the model Is the relationship It establishes between additional 
wells and the production profile. On that natter the model Is generic while 
reservoirs are unique, but reflects general engineering principles. The model 
does allow reasonable systematic comparative policy analysis in an area where 
the answer Is unknowable.

The production decline characteristics of many oil wells and fields follow 
exponential declines. The slope of the decline curve Is called the exponential 
decline rate, a, where:

a a /nt e

t
q^ = production rate at the beginning of any time period during the 

dec!Ine
qp = production rate at the end of the time period 
t = number of years between q^ and qp

Production In any year 1s l/ea times production In the previous year, 
where e, the number whose natural logarithm Is one. Is approximately 2.71828. 
We henceforth refer to l/ea as the production multiplier, P. Similarly, 
the well count will decline as producers are converted to Injectors as 
production, saturation, and pressure drops. The well decline multiplier is 
estimated at ,5*(1+P).

In general, the major Impetus for In-fill drilling 1s to produce a finite 
amount of oil sooner. Given an Initial decline rate, ag, additional wells 
will slow down the decline rate on a field basis to a^, and the Initial 
production multiplier Pg ( f / g 3® ) Increases to P^ as ag
decreases, ag will decrease at a decreasing rate as wells are added. At 
Prudhoe Bay ag 1s estimated to be 0.090, and Pg Is 0.91394.

As wells Increase the production multiplier will Increase such that 

Pfj = PB + f(w ).

where w is the number of additional wells, and production for a given year,

Vt, will be

Vt-1 * PN
where Is production 1n the previous year. 

f(w) Is approximated by the form

X-/ v*
r / ( n/1 T"7") Nj 

C I ny  y x - 1 J

2



where T = total wells prior to decline. For Prudhoe Bay T Is 
estimated at 541. 

x = 3 is determined such that

This calibrates f(w) such that 50 percent of the change 
In f(w) that would result from doubling w Is realized 
after w Is increased 25 percent.

This coefficient calibrates f(w) such that as w = T (I.e. 
the number of wells Is doubled), ag 1s reduced by two one- 
thousandths. For Prudhoe Bay c Is estimated to be
0.0002755271.

_  t - r
The Intercept term (T ~ *~ ) calibrates f(w) so f(w) = 0 
when w = 0.

There is a limited amount of reserves remaining before exponential decline 
decays Into arithmetic. For Prudhoe Bay this Is estimated to be If billion 
additional barrels after 1987. The model stops exponential decline when 
accumulated post-1987 production reaches this estimated limit, and begins 
arithmetic decline, decreasing production each year by a constant amount equal 
to the difference In production between the prior two years. Note that 
arithmetic decline will begin sooner where more wells have been drilled. Also,
this gives a more rapid decllw where more wells had been drilled,
accelerating the arrival of economic shutdown, and consequently total recovery 
over the economic life of the field may be less with greater numbers of wells 
even though economic rent Is greater.

The model 1s Incorporated Into a conventional discounted cash flow 
profitability model specific to the North Slope. A number of additional wells 
(w) 1s exogenously Inputed (alcng with their costs), and a third of them are 
added In each of the three years 1989 through 1991. A celling of T Is put on 
w. Volume Is adjusted as specified above. The model cuts off production when 
after tax net value Is negative. The number of additional wells that maximizes
economic rent Is found Iteratively.

Our estimates of the optimum number of additional wells for Prudhoe Bay under 
current law, as a function of constant real Pump Station One (PS1) price, are 
as follows. (These prices are approximately $5 under market prices.)

3
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Additional 

Price Wei1s

$15 3
$20 100
$25 316

Table 1 compares the well count, production volume, and economic rent, with 
and without an optimized 1n-f111 drilling program, at a $20 PS1 price.

Table 2 compares the well count, production volume, and economic rent between 
optimized In-fill drilling programs at $20 and $25 at PS1.

1+



Table 1
Comparison of Wells, Volume, and Economic Rent 

With and Without an Optimized In-fill Drilling Program
*20 PS1 Price

Optimization
No Optimization (100 wells) Increased Increased

Wells Volume Wells Volume Wells Volume

(mmbbl) (mmbbl) (mmbbl)-

1988 541 561 541 561 0 0

1989 518 513 551 513 33 0

1990 495 469 560 469 65 Q

1991 474 428 569 429 95 1

1992 454 391 544 392 90 1

1993 434 358 521 359 87 1

1994 416 327 499 328 83 1

1995 398 299 477 300 79 1

1996 381 273 457 275 76 2

1997 364 250 437 251 73 1

1998 348 228 418 230 70 2

1999 333 207 400 208 67 1

2000 319 185 383 187 64 2

2001 305 164 366 165 61 1

2002 292 142 351 144 59 2

2003 280 121 336 122 56 1

2004 268 99 321 101 53 2

2005 256 78 307 79 51 1

2006 245 56 294 58 49 2

2007 235 35 281 36 46 1

2008 224 13 269 15 45 2

Total 5196 5223 27

Economic Rent ($mm) 29467 29501 34



Table 2
Comparison of Optimized In-fill Drilling Programs 

$20 and $25 PS1 Prices

$20 *25

(100 wells) (316 wells) Increased Increasec

Wells Volume Wells Volume Wells Volume

(mmbbl) (mmbbl) (mmbbl)

1988 541 561 541 561 0 0 ,

1989 551 513 622 513 71 0

1990 560 469 700 470 140 1

1991 569 429 774 430 205 1

1992 544 392 740 393 196 1

1993 521 359 709 360 188 1

1994 499 328 678 330 179 2

1995 477 300 649 302 172 2

1996 457 275 621 276 164 1

1997 437 251 594 253 157 2

1998 418 230 569 231 151 1

1999 400 210 544 212 144 2

2000 383 192 521 194 138 2

2001 366 176 498 177 132 1

2002 351 161 477 162 126 1

2003 336 147 456 148 120 1

2004 321 134 437 136 116 2

2005 30/ 123 418 124 111 1

2006 294 112 400 114 106 2

2007 281 103 383 104 102 1

2008 269 94 366 95 97 I

Total 5223 5251 28

Economic Rent ($mm) 29501 38275 8774

6



Attachment C
QUALITY SERVICES

Date J U L  1 5  1987

Anchorage Titties 

Q i e n t  No. Z S D__Arco to increase 
oil production

±so jctr* o j t c  os^o o By Ray Tyson
ThBM Borinas Wrttar

Arco Alaska, Inc. plans to 
sink five more production 
wells at Prudhoe Bay begin­
ning in September in the first 
major increase in drilling ac­
tivity at Prudhoe in 14 months.

Arco’s decision to add an 
additional oil drilling rig is di­
rectly related to recent in­
creases in the price of crude 
oil, said Arco drilling manager 
Randy Ruedrich.

It means in  additional 100 
field jobs at Prudhoe and sev­
eral hundred more jobs in ref­
lated businesses in .Anchorage 
and Fairbanks, Ruedrich said.

I f  the oil price climate con­
tinues to improve, he said, fur­
ther drilling can be expected 
in the near future.

"This is very good news,”  
Ruedrich said. “ It ’s the first 
sign that higher crude prices 
are affecting Alaska’s econ­
omy."

Hugh Depland, spokesman 
for Standard Alaska Produc­
tion Co., which along with 
Arco operates the Prudhoe 
Bay field, said Arco’s decision 
to increase drilling required 
the consent of the eight own­
ers, especially Standard, 
which owns 50 percent of the 
field.

YMO ISO

Depland said any plans to 
increase production at Prud­
hoe required approval of at 
least 90 percent of the owners.

Arco and Exxon Company 
USA, the other major owners, 
each own about 21 percent of 
the field.

Since oil prices collapsed 
last year, Arco has reduced 
the number of rigs on the 
Slope from 10 to 2, eliminating 
about 800 field jobs and count­
less thousands of related jobs 
in the Railbelt.

"When world crude prices 
came unglued we began to 
stack (eliminate) rigs," Rue- 
drick said. “ Now we're in a 
position to begin replacing" 
those whose contracts have 
expired. "This means we don’t 
have to stack another rig."

The contractor to provide 
and operate the new rig to 
drill $13 million worth of pro­
duction wells at Prudhoe will 
be announced in early August. 
Drilling will begin about Sept. 
1.

Arco also plans to replace a 
production oil rig at the 
nearby Lisbume field, which 
it had planned to eliminate, 
and continue current produc­
tion activity at the Kuparuk 
River fH d  west of Prudhoe.
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Da te JUL 1 fi 190?
Anchorage Times 

Client No. 3s~dStandard adds drill rig to Prudhoe field
Anticipates another dozen before end of year

3 V S r 1  3 S - C  0  3  C O  Q S ^ / oStandard Alaska Production Co. has added a drilling rig to its Prud­hoe Bay operation, signaling yet an­other industry response to increas­ing oil prices following months of relative inactivity.Arco Alaska, Inc., which along with Standard operates the field on behalf of eight owners, announced on Tuesday plans to add an addi­tional rig to drill five production

wells beginning in September.Standard spokesman Hugh De­pland said today the new Standard rig began operating in mid-June.Standard, which plans to sink about 12 more production wells by the end of the year, now has two rigs operating on the western por­tion of the field.The new Arco and Standard rigs mean an extra .200 field jobs and

several hundred more jobs in re­lated industries in Anchorage and Fairbanks.It costs about $2.3 million to drill a production well.Wells must be added to maintain the 1.5-million-barrel a day produc­tion level at Prudhoe Bay."The signing on of an additional rig was made possible by the im­provement in oil prices," Depland

said. "We had planned to do this all along. But the increase in prices made it possible."Oil prices have steadily in­creased since they hit rock bottom at $8 a barrel last year.Oil futures today reportedly climbed to $22 a barrel, the-highest in 18 months.Oil prices at West Texas Inter­mediate, the U.S. benchmark, jurpf>ed to $22.15 a barrel.
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A - x - F a i r b a n k s  D a i ly  N e w s -M in e r . F a i r b a n k s .  A la s k a S u n d a y . M a y  3, 1987
E d i t o r i a l  O p i n i o n  a n d  C o m m e n t  o f

D a i ly  M e w s  -  iw i is e r
• Independent in All T f t w f  i  S eu l r s J  in Sone"

OlJier opinions expressed on this page do not necessarily 
reflect those of the Dally News-Mlner.T r e a tin g  the sym pto m ?

Judging from tlie recent aud it, cr itics  of the c i­
ty's steam  hent utility were righ t all along.

The uudit showed that a shock ing two-thirds of 
steam -heated properties had m eter bypasses.

Six of the bypasses were found to be active du r­
ing the well-publicized M arch aud it, meaning the 
customers got steam without it show ing up on their 
meters or their utility bills. T he re 's  no way of telling 
how many were active when the c ity  wasn't looking.

All o f which may do m uch to explain why the 
system "loses" about a third of its steam , has lost 
more than $3 million since 1980, and expects to lose 
another $550,000 this year.

The critics , consisting m ain ly  of steam -heat us­
ers who ha vebeen paying their b ills , had complained 
that recent rate increases wouldn't have been neces­
sary if the system was run efficien tly , and it's c lear 
now they w ere on target.

An ord inance before the c ity  council should 
bring the bypass problem under control and slop 
losses to unmetered users, and the downtown utlli- 
dor work should cut losses from  leaks in the steam  
lines.

L e t ’s hope these improvements end the need for 
more rate increases, as well as the system 's finan­
cial hemorrhage.

But let's not fo rget tha t M U S  m anagem ent 
Bllowed the problem to fester fo r years , and did the 
audit chiefly in response to p ressu re  from  customers 
and elected and appointed o ffic ia ls , rather than from  
any internal drive for efficiency o r  fairness.

Consequently, It's not safe to assum e un ord i­
nance will permanently fix the system 's problems. 
As long us the same managers a re  In charge of it, the 
cure muy be only temporary .T he m e rry  m onth

In M ay, many things are honored of which we

Should Alaska change the ELF formula?
By SAM COTTENT h e  Im p o r ta n ce  o f ot) an d g a s  de­v e lo p m e n t  In  A la s k a 's  e co n o m y  c a n 't  b e  o v e r s ta te d . A s  A la sk a n s  w e d e r iv e  th e  la r g e st  p a r t  o f  our e c o n o m ic  d e v e lo p m e n t and p ub lic re v e n u e  fr o m  o u r oil fie ld s  a n d  oil t a x e s . B u t  ju d g in g  fro m  th e  fa ct  th a t  P r u d h o e  B a y  p ro d u ce rs  ore d u e  to r e c e iv e  on  $80 m illio n  ta x  b r e a k  fr o m  th e  s la t e  th is  J u n e , th e re  is  so m e th in g  w ron g w ith  our e x is t in g  t a x  s tru c tu re .P ru d h o e  B a y  Is by fa r  th e  m ost p ro d u c tiv e  a n d  p ro fita b le  fie ld  In U n ite d  S la t e s  h is to ry . P ru d h o e  oil p ro d u ce rs  h a v e  m a d e  hu g e  p rofits fr o m  d e v e lo p in g  t h is  r e s o u r c e , ow n ed  b y  Ih c  p eop le  of A la s k a , and fr o m  sh ip p in g  a n d  r e fin in g  th e  oil p ro d u ce d  th e re .It  is  u n r e a lis t ic  to  s a y , a s  so m e  I n d u s t r y  a d v o c a t e s  h a v e ,  t h a t  m a in ta  in in g  th e  cu rre n t l a x  r e g im e  fo r  th is  fie ld  ( b y  p a ss in g  th e  H ouse b ill I , w ill d e s tro y  o r d im in ish  A la s ­k a 's  o il in d u s try . P ru d h o e  B a y  and

•>&  B y  H A lt O I .D  1 IE IN Z EIt  Is v ita l th a t A la s k a n s  thin k a b ­out how  th e y  fit  in to  th e ir  lo ca l and s ta te  e c o n o m y  so they c a n  e n co u r­a g e  a c t iv it ie s  th a t co n tr ib u te  to Jo b s  an d in c o m e .In  F a i r b a n k s ,  th o  e c o n o m y  is  d ir e c t ly  im p a c te d  b y  th e  le v e l of N o r th  S lo p e  d r illin g  a c tiv ity . When oil p r ic e s  f e l l ,  d r illin g  d im in ish e d . N o w , n ow  oil s e v e r a n c e  t a x  le g is la ­t io n  p a s s e d  b y  th e  s la t e  H o u s e  w o u ld  d is c o u r a g e  a n  in c r e a s e  in d r illin g  a c t iv it y . T h a i's  b a d  new s fo r  F a ir b a n k s .S ta te w id e , th e  fu e l su p b ly  fo r  the s t a te 's  e c o n o m ic  e n gin e  is  Ih o d o l­la r s  d e r iv e d  fr o m  e x tra c tin g  and e x p o r t in g  n a tu r a l  r e s o u r c e s , in ­c lu d in g  oil a n d  g a s , b s h , tim b e r , m in e ra ls  a n d  c o a l.T h e  gr o s s  v a lu e  o f oil a n d  g a s  p ro ­d u ce d  In A la s k a  in 1986 w a s  $4 b il­l io n .  T h a t ' s  th e  m o n e y  d e r iv e d  fr o m  K l l i n g  th o se  re so u rce s on the w o rld  m a r k e t . In  193S, w h en  oil p r ic e s  w e r e  c o n s id e ra b ly  h ig h e r , th e  c o m p a r a b le  n u m b e r w a s  $12 b illio n . I f  y o u  h a v e  w ondered why d ie  A ls s k a n  e co n o m y  Is sp u tte rin g , It la  e n tir e ly  co n ta in e d  w ithin  that on e  s in g le  c h a n g e . N o  o th e r nn luru l

Yes

K u p a r u k - t h c  tw o  f ie ld s  t h a t  r e ­c e iv e  s m a lle r  l a x  b r e a k s  u n d er the E c o n o m ic  L im it  F a c t o r  (or E L F )  b i l l  t h a t  r e c e n t l y  p a s s e d  t h e  H o u s e — a r c  h e a l t h y ,  p r o f i t a b le  fie ld s .T h is  b ill m a k e s  o u r  o il t a x s y s le m  m o r e  e q u it a b le  a n d  s e n s ib le .  It  do es two im p o r la n t  th in g s :I .  It  p re ve n ts la r g e  la x  b re a k s  for g ia n t oil fie ld s  lik e  P ru d h o e  B a y  an d  K u p a ru k . w h e r e  la x  in ce n tiv e s  a r e n 'l  n e e d e d . T h e s e  la r g e  t a x  b re a k s  a re  s c h e d u le d  lo  ta k e  e ffe c t  a t  th e  end o f  J u n e ,  a n d  th e y  w ill m e a n  the loss o f  ab o u t S'JO m illio n  lo  $120 m illio n  in r e v e n u e  p e r  y e a r  o v e r the n ext f iv e  y e a r s .
No

re s o u r c e  v a lu e  c h a n g e d  s i g n i f i ­ca n tly .T w o o lh e r s o u r c e s  o f  fu e l fo r  the A la s k a  e c o n o m y  a r e  to u rism  a n d  d e fe n s e  s p e n d in g  b y  th e  fe d e r a l go v e rn m e n t. S t a le  g o v e rn m e n t Is nol on the lis l b e c a u s e  it d o es nM  cr e a te  w e a lth ; it  r u n s  o f f  th e  s a m e  fu e l su p p ly  a s  Ih o  p 'iv a le e c o n o m y . (Tho on ly e x c e p tio n  Is th e  s t a le 's  P e r m a n e n t  F u n d  d i v i d e n d  p ro g r a m . IW hat d o cs It la k e  to s u c c e e d  in iltc  n a tu ra l r e s o u r c e  b u sin e sse s?  S in c e  (hey a ll a r e  s o ld  In th e  w orld m a rk e t at w o rld  p r ic e s , (he k e y  lo  s u cce ss  is  to b e a  lo w  c o s t p ro d u ce r. T h e  r e s o u r c e  i n d u s t r i e s  a l l  a r c  se n sitiv e  to g o v e rn m e n t  re g u la tio n  an d th e y a ll r e q u ir e  a c c e s s  to the lo u d .T h e r e 's  boon a  lo t o f  co n v e r sa tio n  ab ou t d iv e r s ific a tio n  o f  th e  s t a le 's  e c o n o m y . B u t  (h o  b e s t  a n s w e r  1 kn ow  to w h at a l ls  th o  e co n o m y  is lo

2. II  p ro v id e s t a x  in c e n tiv e s  fo r  p ro d u ctio n  fr o m  e v e r y  o th e r know n fie ld  in A la s k n . T h e se  a r c $ m a lle r ,  m o re  m a r g in a l f ie ld s  lik e  E n d ie o tt , L is b u r n c . an d M iln e  P o in t—w h ich w a s  r e c e n tly  sh u t dow n b e c a u s e  its p ro d u ctio n  w a s  u n e co n o m ic .T h is  m a k e s  s e n s e . W h e re  m a r ­g in a l  f ie ld s  c a n  b e d e v e lo p e d  in A la s k a ,  th e y  p ro v id e  Jo b s  a n d  In m a n y  e a se s  s u b s ta n tia l r o y a lty  in c o m e  to the s t a le . T h e y  b ro a d e n  the In d u stry  a n d  b rig h te n  Ih c  fu tu re  for p ro d u c tio n  fr o m  o th e r  m a r g in a l  fie ld s .S o m e  In d u s tr y  re p r e s e n ta t iv e s  a r c  s a y i n g  n o w  t h a l  t h e  s t a le  sh o u ld n 't  c h a n g e  i ls  la x  s y s t e m , th a l " t a x  s t a b i l i t y "  is  the m o st i m ­p o rla n t issu e  h e r e . T h e  proposed ch a n g e s  lo  th e  E L F  w ill not c a u se  P ru d h o e  a n d  K u p a ru k  p ro d u ce rs  lo  s lo p  or lim it  p ro d u ctio n , w h ich  h as t e e n  g ro w in g r a p id ly . A n d  it w ill e n h a n ce  th e  e c o n o m ic  v ia b ilit y  o f ■smaller fie ld s .So  (tie r e a l issu e  fo r th e se  in dus-
fig u r e  out w a y s  to  h elp  Ih e  n a tu ra l re so u rce  In d u strie s  gro w . T h e y  a r c  a lr e a d y  b ig  c o n t r ib u t o r s  to  Ih c  s t a le 's  e co n o m y  a n d  in c r e a s e s  in a n y  o f  t h e m  h e lp  I h c  e c o n o m y  gro w .W hen  w i x ik  a t th e  W 'O  m illion  A K C O  A la s k a  h a s  sp e n t in  F a i r ­b a n k s  o v e r  th e  la s t  fo u r y e a r s , we fin d , a s c x p e c le d .t h a t t h e  c o n s tru c ­tion  c o m p a n ie s  b a se d  in  F a ir b a n k s  a r c  a b ig  p a r t  o f lh a t .H o w e v e r , th e  c o n s tru c tio n  d o l­la r s  re p re se n t o n ly  ab out a  q u a rte r of th e  m o n e y A R C O  is  p u ttin g  into (lie F a ir b a n k s  e c o n o m y . D r ill in g  a ct iv it ie s  a n d  tru c k in g  o re  m a jo r  p ie c e s  o f lh a l  d o lla r  In fusio n.M o re  th a n  h a lf  Ih c  t r a ff ic  on  Ih c D a lto n  H ig h w a y , fo r  e x a m p le , re p ­re se n ts  F a ir b a n k s  c a r r ie r s  ha u lin g  th in g s  fo r  A H C O  A la s k a . In  th e  e a r ­ly  y e a r s  o f  P ru d h o e  d e v e lo p m e n t, m o st su p p lie s  tra v e le d  to Ih c  N o rth  S lo p e  b y  b a r g e . B u t F a ir b a n k s  p eo ­p le  w o r k e d  t o g e t h e r  a n d  m a d e  fr e ig h t m o v e m e n t u p  the h ig h w a y  a v e r y  c o m p e titiv e  th in g .T h o  c h a n g e *  lo  Ih c  s t a le 's  E co n o ­m ic  L im it  fa c t o r , w h ich  o re  In a b ill re c e n tly  a d o p te d  b y  the s ta te  H ou se o f R e p r e s e n ta t iv e s , w o uld h o v e  > ■ m a jo r  a d v e r s e  Im p a ct on A R C O 's

try  re p re s e n ta tiv e s , o f c o u r s e , is  m on e y. It 's  c le a r  fro m  h isto ry  th a t  th e  In d u s tr y  a c t u a l ly  fa v o r s  a n  " u n s t a b le "  la x  re g im e  w h en  it w ill b e n e fit .F o r  in sta n c e , w hen Ih e p r ic e  o f oil w a s  c lim b in g  in 1981. Ih e  m l in ­d u stry  c a m e  lo  the L e g is la tu r e  a n d  a sk e d  (or ( a x  b re a k s . T h e  L e g is la -  lu r e  re s p o n d e d , Im p le m e n tin g  a new- " u n it a r y "  la x  sy ste m  fo r  A l a s ­k a . S in c e  th a l t im e . Ih e p eo p le  of Ih c  s la te  of A la s k a  hove fo r e g o n e  m o re  th a n  a  b illio n  d o lla rs  w o rth  o f re v en u e  th a t w ould h a v e  b e e n  c o l ­le cte d  u n d er th e  fo r m e r  s y s t e m .I a m  not re o p e n in g Ih e  q jc s t io n  o l Ih c  u n it a r y  l a x  v s . s e p a r a t e  a cco u n tin g  o f ta x e s . B ut I a m  p o in t­in g  oul lh a l th e  in d u stry  h a s b een  th e  w ill in g  b e n e fic ia r y  o f  s e le c t  “ u n s ta b le "  t a x  p o licie s in ih e  p a st .In  th is  c a s e , i f  th e  L e g is la tu r e  d i e s  n o lc h a n g e  the cu rre n t t a x  s y s ­te m , Ih e s la te  o f A la s k a  w ill fo r fe il n e ed e d  re v e n u e  lh a t  e o u ld  h a v e  been  used In o u r sh rin k in g  sch o o l
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DEPARTMENT OT REVENUE COMMENTS

SENATE BILL 401

S.B. 401 appears to be based on the assumption that —  at 

least In the limited circumstances covered by the bill —  an 

administrative agency cannot "fairly" resolve a dispute within its 

area of responsibility. This assumption is directly contrary to 

Alaska's basic system of government, which relies heavily on 

administrative agencies to resolve disputes. It is also contrary to 

the specific provisions governing hearing procedures within the 

department of revenue, and court oversight of those procedures.

Our current tax system begins with an audit followed, if 

necessary, by an assessment. If a taxpayer disagrees with the 

assessment, it may request an informal conference, and then a formal 

hearing. After formal hearing, a taxpayer (but not the department) 

may appeal to superior court for review. The superior court will 

apply certain standards in reviewing the agency decision. This 

court review is the way our system guarantees fairness and due 

process. The court will examine whether or not the agency has 

provided a fair hearing. If it has not, the court can grant de novo 

review. It will make sure that the agency has correctly applied the 

law, and will reverse the agency if it did not. It will make sure 

that the agency's determination is supported by its findings, and
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that the findings are supported by the evidence. In Alaska, the 

court may exercise its independent judgment on the evidence. It may 

set aside factual findings if they are not supported by the weight 

of the evidence as a whole. If appropriate, the reviewing court 

will augment the record.

The department of revenue applies, administratively, the 

tax laws that the legislature has passed. This administrative 

procedure Is Just like that of a great many other administrative 

agencies within Alaska, in other states, and in the federal system. 

States chose the administrative procedure for tax matters, Instead 

of the courts, in order to reduce the burden on the court system, to 

provide the taxpayer with a forum less formal and costly than the 

courts, and to provide the taxpayer with a forum that has first hand 

experience and expertise in the tax laws.

The bill would restructure this basic dispute-resolution 

mechanism, but only for certain types of taxpayers for certain types 

of taxes. It would change the administrative procedure from one in 

which a dispute is resolved by the agency, with an appeal to the 

court available, to one in which the administrative procedure only 

finalizes the agency's position. The dispute then would be resolved 

by the court instead of the agency.

These changes are accomplished in the bill by (1) providing 

that internal agency review (the present "Informal" and "formal" 

hearings) is for the purpose of establishing an assessment rather 

than, as now, for the purpose of reviewing the correctness of an



assessment and (2 ) providing for a trial de novo for any part of the 

department's final assessment with which the taxpayer does not 

agree. These changes make ihe bill inconsistent with the basic 

duties of the department, as outlined in AS 43.05.010. Paragraph 

(9 ) of that section provides that the commissioner of revenue shall 

"hear and determine appeals involving ... taxes ... and enter orders 

on the appeals which are final unless reversed or modified by the 

courts."

In addition to this basic restructuring of the mechanism 

for resolving disputes, the bill provides serious restrictions that 

work against the state in both the agency review and in the court 

proceeding. The highlights of these deficiencies are outlined below

1 . The bill falls to link the time requirements that it Imposes 

or permits. The bill does not change the current requirement that 

an assessment be made within a three year statute of limitations. 

However, it adds approximately 300 days of procedures (from the 

Issuance of the preliminary audit conclusions through the policy 

review decision) that must be accomplished before this statute 

runs. The shorter timelines set up by the bill may be extended by 

mutual agreement, but there is no requirement that the statute of 

limitations would be tolled if such an agreement were made.

Similarly, under the bill the taxpayer may appeal the 

"reasonableness" of a departmental request for information, but 

there is no requirement that the statute of limitations is tolled 

while the appeal is pending. Since the statute runs against the 

state and not the taxpayer, these provisions will reduce the state's



ability to make accurate assessments within the three year period.

2. The procedural time limits are not workable. The bill cuts 

the time available to audit the production tax by one third to one 

half. The severance tax is a monthly tax. The department doesn't 

audit a single month, but rather joins twelve tax periods (one year) 

together. This means that when the audit begins, almost a year of 

the three year- period has already run for at least one tax period. 

The bill adds about a year (300 days) of procedures that are 

supposed to fit in after the audit but before the three year statute

runs. This leaves only slightly more than a year for the audit. In

the experience of the department, under the best of circumstances, a 

severance tax audit takes between two and three years.

3. The taxpayer does not have to. and has no incentive ho. 

provide relevant information to the department. A combination of 

provisions in the bill would result in the department being unable 

to base its tax assessments on the best information. First, the

bill allows the taxpayer to appeal the reasonableness of a

departmental request for information. Since the statute of 

limitations continues to run, the department must complete its 

assessment without the requested information. Second, the subpoena 

and inquiry provisions of AS 43.05.240(c)) applicable to other types 

of taxpayers would not apply to hearings on oil and gas taxes.

Third, if information arises during, for example, the closing 

conference, the department won't have the time (under the bill's 

schedule) to pursue it. Finally, the type of de novo court review 

in the bill would permit the taxpayer to introduce factual material



in court that has not been presented to the agency. The combined

effect of these provisions Is that the department would be forced to

assess on Insufficient information.

4. The court procedure is unfairly biased against the 

state. The bill provides for a trial de novo only of "those 

portions" of the department's tax bill that the taxpayer disputes. 

This gives the taxpayer the exclusive power to define the scope of 

the court proceeding. No counterclaim can be raised by the state. 

But tax matters can often be intertwined. Suppose, for example, 

that the department had found that a certain expense could not be

deducted as a cost, but rather had to be capitalized and

depreciated. The taxpayer could appeal the department's 

determination that the expense could not be deducted. But the 

department would be bound by its determination that the expense 

should be capitalized. The taxpayer might end up both deducting and 

depreciating the same expense.

An important part of our current statutory framework is 

that the taxpayer must present all. his tax information to the 

department. The taxpayer cannot wait until the case gets to court 

and then present information. The court will admit new information 

only if it was unreasonably excluded by the agency or if it could 

not have been produced earlier. AS 44.62.570(d). This provision 

ensures that the department can make the best determination 

regarding a taxpayer's tax liability.

As explained above, the bill allows the taxpayer xo 

withhold information from the department, resulting in



unsubstantiated assessments. By allowing the taxpayer to carefully 

define the scope of the "de novo11 review, the bill ensures that, 

whenever a gap in informal ion wurks to the taxpayer's advantage, the 

gap will not be filled at the court level. However, when the gap 

can be filled to the taxpayer's advantage, the bill would permit him 

to fill it.

5. The transition provisions cannot be applied. The bill 

drastically restructures internal agency provisions. The transition 

section applies these new procedures to pentfing matters without any 

explanation as to how this could be done. The bill requires nearly 

a year of procedures that have to be finished before the three year 

statute of limitations runs. But it does not explain how to apply 

those provisions if, for example, the statute will run next month. 

The bill does not explain what happens if the assessment has already 

been issued. Under the bill, an assessment is not final for 

purposes of the statute of limitations until a policy review 

narrative and schedules or worksheets are provided to the taxpayer. 

Since these new steps have not happened in old assessments, it could 

be argued that the currently outstanding assessments are not valid. 

The statute of limitations has run on those assessments.



PERSPECTIVE ON 5B 401

SB 4Q1 drastically changes the administration of our tax law. Based 

on review by department staff, it is my opinion that SB 401 will severely 

reduce the state's ability to pay for needed government services.

SB 401 would disrupt the scheduling on major taA issues now in the

administrative appeal process. SB 401 unrealistically shortens the 

amount of time available to the state to review and audit a tax filing.

SB 401 would restrict the department's access to information

necessary to produce an accurate review of return and determine whether

taxes (or a refund) were due.

SB 401 would virtually eliminate the incentive for an affected 

taxpayer to produce information for an administrative determination on 

the amount of tax due.

SB 401 would give the specially treated taxpayers the right to a de 

novo review in the cour* on issues of their choosing even on issues/facts 

that were not raised previously by the taxpayer.

In summary, SB 401 will reduce the states ability to collect taxes 

and royalties. It would weaken the present audit programs resulting in 

even greater likelihood of non-compliance.



I

A far better approach would simply be to modify the law to require 

payment of taxes after the administrative hearing, subject to refunds If

the taxpayer prevails in court on any remaining nsputeu issue



A. DISPUTED ASSESSMENTS

1. Disputed taxes and royalties

- Disputed taxes and royalties
- complexity of issues

- responses

B. SELF INFLICTED POVERTY

1. Major erosions of the state revenue base since 1977

2. Erosion since 1981

- income tax
- property tax - total in excess of $1 billion

3. New losses - millions of dollarsFV 88 - FY 89 (2 years)

ELF 305.0

Property Tax 35.5
Fish Tax Credit 30.0

370.5

C. PROGRAM FOR IMPROVEMENT

1. Collection a priority - use tools at our disposal

2. Pass HB 164 (ELF)

3. Pass HB 58

4. Initiate program to review our tax structure

D. DEALING WITH THE CURRENT ECONOMIC CONTRACTION

1. Adequately funded government programs

2. Creating jobs

3. Building for the future



When I first saw the subject "disputed assessments" on the Joint 

Economic Recovery Committee agenda I was not sure what was required.

Right now, the department has over $2.5 billion dollars In assessed 

but uncollected taxes, penalties, and Interest. These taxes are 

practically all deficiencies that have been assessed for oil and gas 

Income or production taxes.

Besides the disputed taxes, the amount of money due the state for our 

royalty o11 Is 1n court. A final assessment for the royalty due has not 

yet been completed, but the amount will be In the hundreds of millions,

If not billions of dollars.

Since final determinations have not yet been made on the actual 

amount of taxes or royalties due, a total dollar amount Is not known.

But the amount Is large.

COMPLEXITY OF ISSUES

The disputed tax amounts are part of a a general problem that started 

In 1977 when the large reservoir at Prudhoe Bay went Into production.

Our law defines the value of o 11 for tax and royalty as the value of oil 

at the point of production or field. As you know, we arrive at this 

"netback" value by taking the value of the oil In the market and 

subtracting back the costs of transport to the point of production. This 

sounds simple. It Is not. The early years of Prudhoe Bay products were 

years when



*i. North Slope producers were struggling for a market share, and 

different producers were applying different marketing strategies

2. World oil prices zoomed from $12 up to about $40, making value

difficult to determine and changing Investments that led to

changes In relative crude value.

3. Federal price controls were In effect making It more difficult 

for producers to capture the real value of the oil.

4. Windfall profits taxes affected marketing and pricing strategies

This led to a tumultuous and confusing trail to follow.

Cornnon Issues that arise are

You would expect all the oil coming out of the ground at the same 

place at the same time to have the same value. And I w uld say 1t does. 

But not for our tax laws.

It is possible for the same producer to have their oil going tu six 

or seven different markets.

This does happen. So we have six or seven different tax values for 

the same oil for the same producer for the same day.



Some producers value the oil when It 1s produced, some when It Is 

sold. This led to situations where oil produced on the same day, and 

delivered to the same market, have substantially different values, 

because prices changed In the month or so 1t took to get the o 11 to 

market.

Some producers sold the oil out right. Some sold It to themselves. 

Some traded 1t for foreign crudes that were not subject to price 

controls. These all produce different values for the same oil.

Transportation costs are, except for the tariff, equally complicated 

and diverse.

Defining these Issues, getting the company data to analyze them, and 

determining the correct amount of tax or royalty due 1s an enormous task.

This situation, plus the natural tendency for taxpayers to reduce 

their tax payments as much as they think they can, gave rise to the 

present situation.



SELF INFLICTED POVERTY

We all are aware of how vulnerable we are to oil prices. Sut there

Is almost no discussion of what damage we are doing to ourselves.

In 1981, the Legislature repealed the state separate accounting

income tax law for oil and gas income tax and replaced by the

apportionment Income tax we have today. This law was repealed because of 

a legal challenge by the oil companies In ARCO v. STATE (This law was 

later upheld by the court). Even though the Legislature Increased the 

rate of the severance tax, In the three years following this change the 

estimated revenue loss to the state overall was over $650 million 

dollars. Lower oil prices would reduce this loss right now, we still 

continue to suffer from that tax law change.

The Income from our 20 mill oil and gas property tax 1s eroding.

In 1978 the assessed value of the tax base was $11 billion. The 

state received 173 million dollars, or 78% of the 20 mills.

In 1987 the assessed value was 18 billion. The state received 102 

million, or 28% of the total revenues.

In 1987 we saw the beginning of the effects of the E.L.F. This law, 

as presently written, provides large tax breaks for high-production oil 

fields, while at the same time providing Insufficient tax reduction for 

marginal fields.



We also saw the effects of the newly-passed fisheries tax credit 

which is estimated to cut state fish tax receipts from $30 million per 

year down to about $15.

The decline in state income due to the E.L.F. The reduction in the 

state share of the oil and gas property tax, and the fish tax credit will 

cost the state approximately $370,500,000 in lost revenue for FY 88 and 
FY 89 combined.

(Comparisons w/FY 87 in 

millions of dollars)

2 Year

FY 88 FY 89 TOTAL

ELF $ Loss

Oil and Gas Production 

Tax $ Loss 

Fish Tax $ Loss

(188.7) (206.7) (395.4)

(147) (158) (305)

(27.5) (35.5) (63)

(14.2) (13.2) (27.4)

I know of no other way to describe this situation than self-inflicted 

poverty.
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We are giv;ng away the State's Revenues:

.  r-1 r- ii  
u l l r nemu

o Oil and Gas Property Tax Tables

o 9/87 General Fund Unrestricted Revenues Source Book Table.
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State of Alaska 
Department of Revenue 

011 and Gas Audit Division

RECEIVED 
ALASKA DnF.-*RTM£NT OF RF.VCMUE

FF.D 1 9 1 9 8 8

H E H O R A N Q U H  OFFICE OF THE COMMISSIONER

To:

Thru: William Floe

Hugh Malone, Commission 

W H H a m  Floerchlnger, G 

Charles Logsdon, Potroleum Economist cLFrom:

Date: February 19, 1908

Subject: Current Estimate of the Revenue Impact of ELF on Prudhoe
Severance Taxes

As you know, since July 1987, the severance tax rate on production from 
Prudhoe Bay has been subject to the Economic Limit Factor (ELF). The ELF 
reduces the severance tax rate on an o n  field. The magnitude of tho tax 
reduction depends on how much oil 1s produced from each well 1n the field.
The Prudhoe Bay oil field 1s not only the State's largest oil field but 1s 
produced with the highest average production per well. An aggressive drilling 
program such as that announced by the Prudhoe producers will keep production 
at the 1,540,000 million barrel per day level but will do It with more wells 
than are currently required. For this reason, the severance tax rate will 
fall even though Prudhoe production will not.

The revenue impact of the ELF depends not only on the magnitude of the 
tax rate reduction, but also on the tax base which 1s determined by the value 
of the production. Based on our current assumptions about price, production, 
and wells for Prudhoe Bay, wa oroject the cost to tho State of the ELF to be 
$147 million 1n FY 1988 and $158 million In FY 1989. These estimates are 
considerably higher than those made last Spring when tho legislature was 
considering ELF legislation. The reason 1s a combination of higher assumed 
prices, production 1n FY 1989, and a greater number of wells.

.he following tables Illustrate the current estimate of the cost to the 
State of the Prudhoe ELF as compared to the estimates made last Spring and 
what accounts for the change 1n the ostlmate.
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Revenue Impact of ELF on P r u d h o e — Comparison 
Spring 1987 and February 1988 Estimates

Oune 1981 Est. Feb. 1988 Est. Difference

1 8 3 8  > 1 0 1  million >1 * 1  million >46 million

1 9 8 9  9 6  million 158 million 6 2  million

Components of Increased Cost of ELF Estimate 
February 1988 vs June 1987 Projections

Total Higher Price In£ i i J * d
Difference Production

1988 $46 million 527 million

1 9 3 9  62 million 22 million

C'ZITT

ClL/pjt
Enclosures



AS 43.56. O I L  A N D  G A S  R E L A T E D  P R O P E R T Y  T A X  H I S T O R Y

Year State Assessed Value
Percent

Increase Gross Revenui

1975 1,288.259,900 N/A 25.765,198

1976 4,622,605,630 258.83 92,452.113

1977 8,492,245,560 03.71 169,044,911

1978 11,076,904,670 30.44 221,539,693

1979 11,946,447,380 7.85 238,928,947

1900 12,165.633,950 1.03 243.312,679

1981 13.170,633,280 0.26 263,412,665

1982 14,410,448,680 9.41 288,208.973

1983 16.059,836,120 11.45 321,196,722

1984 18.593.314,880 15.78 371,866,298

1985 19,020,513,970 2.30 380,410,279

1986 19,542,046,830 2.74 390,840,937

1987 10,254,270,600 (6.59) 365,005,574

Local Credit Net to State

Percent 
Increase 
to State

Percent 
Gross to i

9,635.032 16,130,617 N/A 62.6

24,526,617 67.926,767 321.10 73.5

37,527,256 132,317.674 94.79 77.9

48,019.417 173,520,276 31.14 78.3

66,609,309 172,319,637 (0.69) 72.1

72,900,166 170,412,512 (1.11) 70.0

121,116,160 142,296,505 (16.50) 54.0

144,171,544 144,037,429 1.22 50.0

170,818,425 150.378.297 4.40 46.8

242,038,930 129,827,368 (13.67) 34.9

254,063,318 126,346,961 (2.68) 33.2

277,578,082 113,262,855 (10.36) 29.0

262,663,565 102,422,009 (9.57) 28.0
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General  Fund Unrestricted Revenues -i
In Thousands of Current Dollars

FY 1S87 FY 1988 FY 1989 FY 1990
Prelim. Estimate Cr+imafoU  J  U illiu v v Estimate

Taxes Actuals September September Septembe

Income
Corporate-General 20,500 16,000 16,0G0 16,000
Corporate-Petroleum 120,400 120 ,000 120 ,000 120 ,000

Gross Receipts
\  Alaska Business License 1.500 1.500 1 f500 1.500

\ »Fish-Canned/Shorebased (1) -I l7,Ann 6 (nnn 1 7 ,nnn 9, non

vFish-Floating S,G00 9,800 9,800 9,800
Seafood Marketing 1,400 1,600 1,600 1,600
Salmon Enhancement 4,400 4,900 4,900 4,900
Insurance Companies 23,700 23,600 23,000 23,000
Electric & Telephone Co-ops 2 ,000 1,900 1,900 1,900

Mining License Tax 300 400 400 400

Severance
Oil & Gas Production (2) 639,500 728,600 658,700 753,000

Oil & Gas Conservation (3) 1 ,200 2,500 2,500 2,600

Property
Oil & Gas 102,500 75,000 67,000 60,000

Sale/Use
Alcoholic Beverages 12,600 12,300 12 ,000 11,900

Fuel Taxes-Aviation (4) 8,500 8,300 8 ,2 00 8 , 2 0 0
Fuel Taxes-Highway (4) 18,300 19,000 18,700 18,700

Fuel Taxes-Marine (4) 5,400 5,000 5,000 5,000

Tobacco Products 6,600 6,300 6 ,100 6 , 0 0 0
Other

Estate 1 ,100 700 700 700

Total Taxes 996,400 1,043,400 965,000 1,054,200

Licenses & Permits
Business (5) 8,600 8,500 8,500 8,800

Non-Busi ness 19,200 19,000 19,000 19,500

Total Licenses & Permits ' 27,5010 ■ z 7 ,m 27,500 28,300

Intergovernmental Receipts
Federal Shared Revenues (6 ) (/) 11,700 9,500 9,800 10 ,000

State Resource Revenue
Sale/Use

Bonus Sales (6 ) (b) (5) 500 3,300 -0- -0-
Investment Earnings (10) 161,900 115,000 90,000 60,000

Rents (6 ) (8 ) (S) 5,800 6 ,0 00 6,500 6,500

Royalties (2) (6 ) 445,100 654,700 608,800 686 ,200
Sale of State Property 7,000 7,500 7,500 7,500

Gravel, Timber, etc. (11) 7,200 2,500 2,500 2,500

Facilities Related Charges
Ai rports 1,500 1,600 1,600 1,600

Ferry System-Southeast 27,500 29,000 31,000 32,000

Ferry System-Southwest 3,800 3,900 4,000 4,100

Other 4,000 5,000 5,000 5 ,0G0

(8)



Court System 5,300 5,400 5,600 5,700
Other 4,700 4,700 4,800

Total State Resources 
Revenues 

Miscellaneous Revenues

Service Related Charges

Unrestricted Revenues

Plus: Special Settlements (12)

Total Unrestricted Revenues (13)

674,300 
'18",'ODD

838,600
16 ,000

767,300
V5",T)(J0

817,900
16,000

1,728,200 1,934,000 1 ,784,600 1,925,400

70,600 -0- -0- -0-
1,798,800 1,934,000 1 ,784,600 1 ,925,400

. Q  „ The FY 68, FY 69, and FY 90 figures reflect the recent enactment of a shorebased
fisheries business tax credit which is limited to 50 percent of the business' total tax
liability with any unused portion of the credit carried forward two years (Ch. 79, SLA 1985,
effective July 1 , 1986). For example, the total FY 88 fisheries business tax liability is 
estimated at $30.0 million against which $14.2 million of estimated credits are applied thus
yielding a total net fisheries business tax of $15.8 million. This state share will then be
further reduced by municipal revenue sharing. The canned fisheries business tax has been 
combined into a single category with the shorebased since the tax credits are applied against 
the aggregate return ana cannot be allocated by specific processing type.

(2) The forecasted numbers for FY 68, FY 85, and FY 90 assume the 30 percent case; 
however, if the mean case had been utilized for FY 88, FY 89, and FY 90, the production taxes 
would change to $798.9 million, $764.9 million, and $857.1 million, respectively. The royalty 
figures would change to $715.7 million, $708.6 million, and $786.4 million, respecitvely. All 
of the forecasted numbers include the estimated TAPS settlement.

(3) Ch. 56, SLA 1967 increased the levy from 1.25 mills to 4.00 mills per barrel of oil 
and per 50,000 cubic feet of natural gas, effective June 13, 1987.

(4) In FY 66 and FY 87 the Department of Revenue began to levy marine fuel taxes on 
water.raft motor fuel users who purchased fuel out-of-state but consumed fuel in transit 
through the state. On March 30, 1987, the State adopted hearing decision #67-07 which
established that marine fuel users who merely consumed fuel in transit could not be 
retroactively taxed. In line with this decision, the Department of Revenue has refunded with 
interest any taxes collected under the earlier interpretation. This forecast estimates that 
r unds plus interest will total $1.8 million and assunes that the majority of these refunds
paid in FY 87. All motor fuel tax refunds are paid frcm the Highway Fuel Tax Account.

(5) figures reflect the recent shift in occupational licensing fees and insurance permit 
fees frcm General Fund Unrestricted Revenues to Restricted Program Receipts.

(6) (let Permanent Fund contribution by Ch. 18 SLA 1980.
(7) The FY 67 figure reflects the OCS "8(g)" revenue-sharing settlement of $4.0 million. 

The General Fund share represents 49.5 percent of the aforementioned total, whereas the
Permanent Fund will receive 50.0 percen*. The remaining 0.5 percent will be distributed to 
the Public School Fund.

(8) Reflects state lease sales of $0.9 million held June 24, 1566 (Sale 49 - Cook Inlet),
$0.3 million held January 27. 1967 (Sale £1 - Prudhoe B a y  Uplands), and $6.6 million held June
30, 1567 (Sale 50 - Camden Bay). Due to the timing of collections, receipts frcm the June 
1586 lease sale are shown as FY 87 revenue, and receipts frcm the June 1987 lease sale are 
shown as FY 68 revenue. The bonus figures represent the General Fund's 45.5 percent share.

(9) The Department of Natural Resources projects the following FY 88, FY 89, and FY 90 
state lease sales: F^ 86 (Sale 54 - Kuparuk Upland, Sale 55 - Demarcation Point, Sale 66A -
North Slope Exempt); Ff 89 (Sale 52 - Beaufort Sea, Sale 56 - Alaska Peninsula, Sale 67A -
Cook Inlet Exempt); and FY 50 (Sale 55 - Cock Inlet, Sale 57 - North Slope Foothills).
However, bonus bids are impossible to anticipate prior to sales; therefore, no estimates are
provided.

(10) The investment earnir.gs projections reflect the current ccmposit’on of General cund 
assets and current interest rates. The projections reflect a liquidation of General Fund
assets over the period because projected General Fund cash expenditure outflows exceed 
projected General Fund cash revenue inflows. Cash inflows are consistent with the current 
revenue forecast. Cash outflows are consistent with the current FY 66 budget. General Fund 
operating expenditures were assigned to remain at approximately FY 88 levels through FY SO.

(11) The FY 67 figure reflects increased construction of roads and drilling pads as 
projected by the Department of Natural Resources.

(12) The FY 67 figure reflects the General Fund portion from refunas and expenses for 
prinr years relative to the TAPS case ($65.1 million) and court costs relative to the ARCO 
settlement ($1.5 million). Consequently, $70.6 million was received during FY 87, but this
figure is subject to future audits.

(13) The State, per AS 36,05.160, will be granting incentive credits against royalties, 
severance taxes, and rentals to the oil companies for drilling explorato-; wells. The 
deduction is approximately $2.5 million which has not been subtracted frcm the aforementioned 
FY 87 figure of $1 ,796.8 million. Additional credits are anticipate in subsequent years.

(9)



P R O P O S E D  P R O C E D U R E

A U D I T

I

P R E L I M I N A R Y
A U D I T

C O N C L U S I O N S

I

I n c l u d e s  p r e l i m i n a r y  a s s e s s­
m e n t ,  d r a f t  n a r r a t i v e  a n d  
s u p p o r t i n g  w o r k s h e e t s ?  e n d s  
a u d i t  p r o c e s s  a n d  b e g i n s  r e­
v i e w  o f  a u d i t  r e s u l t s

6 0 - 9 0 *
d a y s I

C L O S I N G
C O N F E R E N C E

I n f o r m a l ,  n o n - a d v e r s a r i a l  
r e v i e w  o f  p r e l i m i n a r y  a u d i t  
c o n c l u s i o n s

3* yr.
f r o m
f i l i n g

6 0 *
d a y s

I

I
I3 0 *

d a y s

I
I

C O N F E R E N C E  
D E C I S I O N  & 
P R O P O S E D  

A S S E S S M E N T

/
/

/
T A X P A Y E R  
R E Q U E S T S  

P O L I C Y  R E V I E W

\
\ \

I n c l u d e s  n a r r a t i v e  a n d  s u p­
p o r t i n g  w o r k s h e e t s ,  r e v i s e d  
a s  n e c e s s a r y

N O  R E Q U E S T  P R O P O S E D  A S S E S S M E N T
F O R  P O L I C Y  > B E C O M E S  F I N A L  A N D

R E V I E W  U N A P P E A L A B L E

\
\
\

P O L I C Y  R E V I E W  
H E A R I N G

I

P O L I C Y  R E V I E W  
D E C I S I O N  & 

F I N A L  
A S S E S S M E N T

R e v i e w  t o  s e e  t h a t  t h e  r i g h t  
p o l i c i e s  h a v e  b e e n  u s e d  a n d  
t h a t  t h e y  h a v e  b e e n  a p p l i e d  
c o r r e c t l y  t c  t h e  t a x p a y e r

S t a t e m e n t  o f  s t a t u t e s  & r e g s  
b e i n g  a p p l i e d  a n d  o f  t h e  

s p e c i f i c  p o l i c i e s  f o r  d o i n g  
so; a s s e s s m e n t  i n c l u d e s  s u p ­
p o r t i n g  n a r r a t i v e  a n d  w o r k ­
s h e e t s

A P P E A L  
T O  C O U R T T r i a l  d e  n o v o

* Time m a y  be extended by mutual agreement.



A L A S K A ' S  P R E S E N T  T A X  A P P E A L S  P R O C E S S

3* yr. 
f r o m  

f i l i n g  

I 
I

I

A U D I T

I

N o  i n f o r m a l  r e v i e w  o f  p r e -  
- l i m i n a r y  a u d i t  c o n c l u s i o n s  
w i t h  t a x p a y e r

I
30
d a y s

•lafinite

I

I
i n d e f i n i t e

I

I 
I

i n d e f i n i t e

I
A S S E S S M E N T

I
T A X P A Y E R
A P P E A L

I \
I \
I \

I N F O R M A L
C O N F E R E N C E

I / 
I /
I /
!/

F O R M A L
H E A R I N G

A d v e r s a r i a l ;  e a c h  
s i d e  is p r e p a r i n g  a 
r e c o r d  i n  s u p p o r t  of 
i t s  c a s e

A d v e r s a r i a l ;  a  t r i a l  o f  t h e  f a c t s  
a s  w e l l  a s  p o l i c y  d e c i s i o n s  b y  
t h e  D e p a r t m e n t

I
30
d a y s

I

F O R M A L  M a k e s  p o l i c y  d e c i s i o n s ,  f i n d i n g s  
D E C I S I O N  o f  fact, a n d  c o n c l u s i o n s  o f  l a w

I
I

T A X P A Y E R  A P P E A L  
T O  S U P E R I O R  C O U R T

i n d e f i n i t e

I I
i

D E C I S I O N

F a c t u a l  f i n d i n g s  b y  t h e  D e p a r t ­
m e n t  a r e  u p h e l d  if n o t  a g a i n s t  
t h e  c l e a r  w e i g h t  o f  t h e  e v i d e n c e  
d e f e r e n c e  is g i v e n  t o  a g e n c y  
p o l i c i e s  i n  p r o p o r t i o n  t o  t h e  
a g e n c y  e x p e r t i s e  p e r c e i v e d  t o  be 
i n v o l v e d

* Time may be extended by mutual agreement.



S E C T I O N A L  A N A L Y S I S

O I L  A N D  G A S  T A X  P R O C E D U R E S  L E G I S L A T I O N

S e c t i o n  1; E n a c t s  a n e w  s e c t i o n ,  A S  4 3 . 0 5 . 0 5 5 ,  p r o v i d i n g  
f o r  a p p e a l s  o f  r e q u e s t s  b y  t h e  D e p a r t m e n t  o f  R e v e n u e  (DOR) 
f o r  i n f o r m a t i o n  o r  m a t e r i a l s  r e q u e s t e d  w i t h  r e s p e c t  t o  a n  
a u d i t ,  i n v e s t i g a t i o n  o r  i n s p e c t i o n  r e l a t i n g  t o  t h e  f o u r  
m a j o r  s t a t e  t a x e s  i m p o s e d  o n  t h e  o i l  a n d  g a s  i n d u s t r y .
T h o s e  t a x e s  a r e  t h e  c o r p o r a t e  i n c o m e  t a x  (AS 4 3 . 2 0 ) ,  t h e  
p r o d u c t i o n  t a x  (AS 4 3 . 5 5 ) ,  t h e  c o n s e r v a t i o n  t a x  (AS 4 3 . 5 7 )  
a n d  t h e  f o r m e r  s e p a r a t e  a c c o u n t i n g  i n c o m e  t a x  (AS 4 3 . 2 1 ) .

B e c a u s e  t h e  D O R  a l s o  c o n d u c t s  a u d i t s  o f  o i l  a n d  g a s  r o y a l t i e s  
a n d  n e t  p r o f i t s  f o r  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  
( D N R ) , D O R  c a n  s e e k  a n d  u s e  i n f o r m a t i o n  o b t a i n e d  i n  t h e  
c o u r s e  o f  a r o y a l t y  o r  n e t  p r o f i t s  a u d i t  t o  d e t e r m i n e  a 
p e r s o n ' s  l i a b i l i t y  u n d e r  o n e  o r  m o r e  o f  t h e s e  f o u r  p r i n c i p a l  
t a x e s .  T h i s  s e c t i o n  g r a n t s  t h e  r i g h t  t o  a p p e a l  a n  a u d i t  
r e q u e s t  m a d e  i n  t h e  c o u r s e  o f  a r o y a l t y  o r  n e t  p r o f i t s  
a u d i t  u n d e r  A S  3 8 . 0 5  in o r d e r  t o  a v o i d  a n y  c i r c u m v e n t i o n  o f  
a p e r s o n ' s  r i g h t  t o  a p p e a l  a n  u n r e a s o n a b l e  a u d i t  r e q u e s t  b y  
c h a r a c t e r i z i n g  t h e  a u d i t  a s  a r o y a l t y  o r  n e t  p r o f i t s  a u d i t  
i n s t e a d  o f  a t a x  a u d i t .

S e c t i o n  2: T h e  c u r r e n t  p r o c e d u r e s  f o r  a d m i n i s t r a t i v e
a p p e a l s  w i t h i n  D O R  a r e  s e t  o u t  i n  A S  4 3 . 0 5 . 2 4 0 .  T h i s  
s e c o n d  s e c t i o n  o f  t h e  b i l l  a m e n d s  A S  4 3 . 0 5 . 2 4 0 ( a ) .  T h e  n e w  
l a n g u a g e  b e i n g  a d d e d  a t  t h e  b e g i n n i n g  o f  t h e  s t a t u t e  
r e f l e c t s  t h e  f a c t  t h a t  t h e  n e w  p r o c e d u r e s  a r e  b e i n g  e n a c t e d  
f o r  t h e  f o u r  p r i n c i p a l  t a x e s  o n  t h e  o i l  a n d  g a s  i n d u s t r y  

( c o r p o r a t e  i n c o m e  tax, p r o d u c t i o n  ta x ,  c o n s e r v a t i o n  t a x  a n d  
t h e  f o r m e r  s e p a r a t e  a c c o u n t i n g  i n c o m e  t a x ) . T h e  a d  v a l o r e m  
p r o p e r t y  tax, A S  4 3 . 5 6 ,  is n o t  i n c l u d e d  b e c a u s e  t h e  s p e c i a l  
p r o c e d u r e s  f o r  it, w h i c h  a l l o w  t h e  t h e  i n v o l v e m e n t  of 
a f f e c t e d  m u n i c i p a l i t i e s  a n d  b o r o u g h s ,  h a v e  n o t  l e d  t o  t h e  
p r o b l e m s  w h i c h  h a v e  r e s u l t e d  f r o m  t h e  a d m i n i s t r a t i o n  o f  t h e  
f o u r  p r i n c i p a l  t a x e s .

F o r  a l l  o t h e r  t a x e s ,  t h e  p r e s e n t  p r o c e d u r e s  a r e  n o t  b e i n g  
m a t e r i a l l y  c h a n g e d .  S e c t i o n  2 a l s o  c r e a t e s  a n e w  g r o u n d  
f o r  a p p e a l  b y  a p e r s o n  a g g r i e v e d  b y  a n  a c t i o n  o f  t h e  D O R  in


