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F e b r u a r y  2 4 , 1988
J e r r y  G a l l a g h e r
D i r e c t o r ,  D i v i s i o n  o f  M i n i n g
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s
S t a t e  o f  A l a s k a

3 6 0 1  C S t r e e t ,  S u i t e  9 0 0 - 9 8 4
A n c h o r a g e ,  A l a s k a  9 9 5 0 3

Re: S t a t e  R o y a l t y  R a t e s  - U s i b e l l i  C o a l  M i n e s

D e a r  J e r r y :

T h e  r e c e n t  r e q u e s t  b y  U s i b e l l i  C o a l  M i n e s  t o  l i m i t  the  
p e r c e n t a g e  i n c r e a s e  i n  c o a l  r o y a l t y  p a y m e n t s  to t h e  
S t a t e  o f  A l a s k a  s h o u l d  b e  a p p r o v e d .  T h e  c u r r e n t  w o r l d  
m a r k e t  p r i c e  o f  c o a l  is c o n s i d e r a b l y  b e l o w  t h e  e x p o r t  
c o s t  o f  c o a l  f r o m  t h e  U s i b e l l i  M i n e .  A n  i n c r e a s e  in 
c o s t  as a r e s u l t  o f  a d d i t i o n a l  r o y a l t i e s  w o u l d  p r o b a b l y  
r e s u l t  in t h e  f a i l u r e  o f  r e n e w a l  o f  t h e  e x i s t i n g  e x p o r t  
c o n t r a c t s .  S u c h  a n  i n c r e a s e  w o u l d  c e r t a i n l y  p r e c l u d e  
t h e  n e g o t i a t i o n  o f  a d d i t i o n a l  e x p o r t  c o n t r a c t s .

W i t h o u t  t h e  e x p o r t  o f  c o a l  t h e  U s i b e l l i  M i n e  w o u l d  h a v e  
to r e d u c e  p r o d u c t i o n  b y  f i f t y  p e r c e n t .  T h u s ,  t h e  u n i t  
c o s t  to I n t e r i o r  A l a s k a  c o n s u m e r s  w o u l d  ris e .  A  w o r s t  
c a s e  s c e n a r i o  w o u l d  b e  t h e  c o m p l e t e  t e r m i n a t i o n  of  
p r o d u c t i o n  a t  t h e  U s i b e l l i  M i n e .  W i t h o u t  t h e  p r o d u c­
t i o n  o f  c o a l ,  f u e l  o i l  w o u l d  b e  t h e  o n l y  s o u r c e  o±. 
e n e r g y  f o r  I n t e r i o r  A l a s k a .  W i t h o u t  t h e  c o m p e t i t i o n  
f r o m  c o a l ,  f u e l  o i l  a n d  e l e c t r i c a l  e n e r g y  c o s t s  c o u l d  
be e x p e c t e d  to r i s e .

F a i r b a n k s  E x p l o r a t i o n  is c u r r e n t l y  in a j o i n t  v e n t u r e  
w i t h  B P  M i n e r a l s  A m e r i c a  f o r  t h e  e v a l u a t i o n  o f  t h e  b u l k  
t o n n a g e  g o l d  p o t e n t i a l  o f  t h e  F a i r b a n k s  M i n i n g  D i s­
tr i c t .  U p o n  s u c c e s s f u l  c o m p l e t i o n  o f  o u r  c u r r e n t  
f e a s i b i l i t y  s t u d y ,  it is e s t i m a t e d  t h a t  a m a j o r  m i n i n g  
p r o j e c t  ( c a p i t a l  c o s t  a p p r o x i m a t e l y  $ 1 0 0  M i l l i o n )  
o p e r a t i n g  a t  1 0 , 0 0 0  T P D  w o u l d  c o n s u m e  a p p r o x i m a t e l y  15 
M e g a w a t t s .  W i t h  t h e  a d d i t i o n  o f  a t r o l l e y  a s s i s t e d  
h a u l a g e  s y s t e m  t h e  e l e c t r i c a l  e n e r g y  r e q u i r e m e n t  is 
e x p e c t e d  t o  d o u b l e .  T h e  t o t a l  c o n s u m p t i o n  o f  e l e c t r i­
c a l  e n e r g y  at t h e  m i n e  w o u l d  a p p r o x i m a t e  t h a t  o f  t h e  
l a r g e r  p l a n t s  in i n t e r i o r  A l a s k a .

FAIRBANKS EXPLORATION INC.
P.O. Box 82549 • Fairbanks. Alaska 99708 • (907)479-7547



J e r r y  G a l l a g h e r  
F e b r u a r y  24, 19 8 8  
P a g e  2

T h e  f e a s i b i l i t y  o f  b u l k  m i n e a b l e  m e t a l s  is v e r y  s e n s i­
t i v e  to t h e  c o s t  o f  e n e r g y .  W i t h o u t  t h e  c u r r e n t  
r e l a t i v e l y  m o d e r a t e  e n e r g y  c o s t s  i n  I n t e r i o r  A l a s k a  is 
is h i g h l y  u n l i k e l y  t h a t  o u r  p r o j e c t  w i l l  b e  f e a s i b l e .

T h e  l o s s  o f  t h e  p r o d u c t i v e  c a p a c i t y  o f  t h e  U s i b e l l i  
M i n e  m a y  r e s u l t  in t h e  l o s s  o f  130 d i r e c t  j o b s  in 
I n t e r i o r  A l a s k a .  T h e  o p p o r t u n i t y  c o s t  o f  n o t  d e v e l o p­
i n g  a w o r l d - c l a s s  g o l d  m i n e  w o u l d  b e  t h e  l o s s  o f  
a n o t h e r  300 d i r e c t  a n d  6 0 0  i n d i r e c t  jobs. S u c h  a c o s t  
g r e a t l y  e x c e e d s  a n y  b e n e f i t  t h e  S t a t e  o f  A l a s k a  m i g h t  
r e a l i z e  f r o m  t h e  p r o p o s e d  i n c r e a s e  in c o a l  r o y a l t y  
r a t e s .

S i n c e r e l y ,

F A I R B A N K S  E X P L O R A T I O N ,  INC.

cc. T h e  Ho n .  S t e v e  C o w p e r ,  G o v e r n o r
M e m b e r s  o f  t h e  S e n a t e  a n d  t h e  H o u s e  
J o e  U s i b e l l i

FAIRBANKS EXPLORATION INC.
P.O. Box 82549 • Fairbanks. Alaska 99708 • (907)479-7547
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May 2 ,  1Q88

R e p r e s e n t a t i v e  John  Coghill 
P.O. Box V
June au,  A l a s k a  99811 

Dear R e p r e s e n t a t i v e  Coghil l:

A t t a c h e d  is a r es o lu ti on , w h i c h  was a d o p t e d  by the G r e a t e r  
F a i r b a n k s  C h a m b e r  of C o mm er ce , u r g i n g  r e s t r a i n t  in l e v y i n g  
i n c r e a s e d  r o y a l t i e s  on coal p r o d u c e d  f r o m  lend le a s e d  from  
the S t a t e  of Alaska. L e g i s l a t i o n  in the form .of SB 51 0 and
HB 560 h a s  been  p r o p o s e d  t h a t  w o u l d  be e f f e c t i v e  in
i m p l e m e n t i n g  the i n t e n t  of th a t r e s o l u t i o n .

For the r e a s o n s  s ta t e d  in the r e s o l u t i o n ,  we s t r o n g l y  urge
yo u to s u p p o r t  the p as s a g e  of SB 510 and HB 560 d u r i n g  the
c u r r e n t  l e g i s l a t i v e  session.

C h a i r m a n  o f  the Board 

V/RC: ,11 v

c c : I n t e r i o r  D e l .
a t t a c h m e n t



Greater Fairbanks

f irst Notional Center

Chamber of Commerce

P.O Ho\ 744-16

709 Second Avenue (907) 452-1105 Fairbanks, Alaska 99707

RESOLUTION 5-0288

A RESOLUTION URGING RESTRAINT IN 
LEVYING INCREASED ROYALTIES ON COAL

WHEREAS, the State of Alaska is proposing to collect
royalties on coal produced by the Usibelli Coal Mine 
which represents an increase from approximately $.08 
per ton (current average) to $ . 9 6  per ton, and

WHEREAS, such an increase could be passed along to the Alaska 
Railbelt consumer in the form of higher electricity 
and heating rates; and

WHEREAS, an increase of this magnitude could price Usibelli
coal out of the export markets which have earned for 
Alaska a total of $78 million dollars since exports 
to South Korea commenced in 1985; and which are 
critical to the financial well being of the Alaska 
Railroad; and

WHEREAS, the royalty increases are in addition to rental on 
acreage, mining license taxes and corporate taxes 
paid by Usibelli Coal Mine to the State of Alaska:

NOW THEREFORE BE IT RESOLVED that the Greater Fairbanks 
Chamber of Commerce urges restraint in levying 
royalties on coal produced by Usibelli Coal Mine at 
Healy. Royalty rates should be maintained at 
present levels, especially in view of the difficult 
international market conditions.



ESTIM ATED STATE REVENUE IM PACTS OF SB 510
Y e a r

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

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

F Y  8 9 1 , 5 0 0 , 0 0 0 U C M 5 1 , 4 4 0 , 0 0 0

FY 90

FY 91

FY 92

F Y  93

1 , 5 0 0 , 0 0 0  

2,0 0 0 , 0 0 0
2 . 5 0 0 . 0 0 0

2 . 5 0 0 . 0 0 0

U C M $ 1 , 4 4 0 , 0 0 0

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

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

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

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

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

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

$ 9 0 0 , 0 0 0  

$ 1 , 3 5 0 , 0 0 0  

N / A  

N / A  

N / A

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

$ 4 5 0 , 0 0 0

$ 4 5 0 , 0 0 0

$ 6 0 0 , 0 0 0

$ 7 5 0 , 0 0 0

$ 7 5 0 , 0 0 0

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

$ 4 5 0 , 0 0 0

$900,000

$ 1 , 3 2 0 , 0 0 0

$ 1 , 6 5 0 , 0 0 0

$ 1 , 6 5 0 , 0 0 0





HOUSE COMMITTEE REPORT
D a te  r e f e r r e d : 5 / 8 / 8 8 FURTHER REFERRALS :  /  F i n a n c

DATE:

T h e Rcavu i iQ -gg C o m m i t t e e  h a s  c o n s i d e r e d  C S S a  5 1 4 ( f i n )

"An A c t  r e l a t i n g  t o  t h e  f a n n i n g  o f  a q u a t i c  p l a n t s  a n d  s h e l l f i s h ;  
p r o h i b i t i n g  t h e  f a n n i n g  o f  A t l a n t i c  s a l m o n ;  e x t e n d i n g  t h e  m o r a t o r i u m  on  
f i n f i s h  f a n n i n g  u n t i l  J u l y  1 ,  1 9 9 0 ;  e s t a b l i s h i n g  t h e  A l a s k a  F i n f i s h  F a n n in g  
T a s k  F o r c e ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

RECOMMENDS;
[ ] r e p l a c e  w i t h  _____________
[ ] a t t a c h e d  a m e n d m e n t ( s )

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

[ ] t h e  s am e  t i t l e
[ ] a  new t i t l e

C o m m i t t e e

ADOPTS : [ ] l e t t e r  o f  i n t e n t

C

[

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

] s am e  a s  p r e v i o u s  z e r o  f i s c a l  
n o t e  p u b l i s h e d  _______________________

:  O S T & te

ATTACHES NEW F I S C A L  N O T E ( s ) :  
[ ] f i s c a l  i m p a c t
[ ] z e r o  f i s c a l  n o t e
[ ] z e r o  w i t h  a n a l y s i s

Jo

/~) ■ n j t

/ C h a i r m a n ' s  s i g n a t u r e



UNITED FISHERMEN OF ALASKA

211 4th Street, Suite 106 
Juneau, A K  99801 

907-586-2820

May 7 ,  1 9 8 8

U n i t e d  F i s h e r m e n  o f  A l a s k a  u r g e s  t h e  p a s s a g e  o f  
CSSB  5 1 4  ( F i n a n c e )  w i t h o u t  f u r t h e r  a m e n d m e n t s .

T h i s  b i l l  e s t a b l i s h e s  an e f f e c t i v e  m e c h a n i sm  f o r  
t h e  d e v e l o p m e n t  o f  s h e l l f i s h  f a r m i n g  i n  A l a s k a .
I t  p r o v i d e s  s t a b i l i t y  t o  e n c o u r a g e  t h e  g r o w t h  o f  
t h e  i n d u s t r y .

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

T h i s  b i l l  e s t a b l i s h e s  a t a s k  f o r c e  w i t h  s p e c i f i c  
g o a l s  t o  f i n d  a n s w e r s  t o  q u e s t i o n s  t h a t  h a v e  b e e n  
r a i s e d  a b o u t  t h e  v a l u e  o r  c o s t  t o  A l a s k a n s  o f  
f i n f i s h  f a r m i n g .
M a r i c u l t u r e  h a s  b e e n  a c o n t r o v e r s i a l  t o p i c  i n  t h e  
s t a t e .  T h i s  b i l l  p u t s  an en d  t o  p a r t  o f  t h e  
c o n t r o v e r s y  by e s t a b l i s h i n g  i n  s t a t u t e  a f r a m e w o r k  
f o r  t h e  d e v e l o p m e n t  o f  s h e l l f i s h  and  k e l p  m a r i c u l t u r e .  
T h i s  b i l l  a l s o  e s t a b l i s h e s  a s o l i d  f o r u m  f o r  f u t u r e ’ 
d i s c u s s i o n s  a b o u t  f i n f i s h  f a r m i n g .

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

We u r g e  y o u  t o  s u p p o r t  CSSB  5 1 4  ( F i n a n c e )  as  i t  i s  
c u r r e n t l y  w o r d e d .



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
SENATOR RICHARD I. ELIASON

RULES COMMITTEE. CHAIRMAN 
LABOR 4 COMMERCE COMMITTEE, VICE-CHAIRMAN 

LEGISLATIVE COUNCIL 
RESOURCES COMMITTEE 

FISHERIES SUBCOMMITTEE, CHAIRMAN

RO. BOX M3 
SITKA. ALASKA 99535

PO  BOX V 
JUNEAU, ALASKA 93311 

(9071 465 4916

M E M O R A N D U M

TO: S e n a t o r  D i c k  E l i a s o n
FROM: S h e i l a  P e t e r s o n ,  s t a f f  

S e n a t o r  E l i a s o n ' s  O f f i c
DATE :  M a r c h  7 ,  1 9 8 8

R E :  O p p o s i t i o n  t o  t h e  p e n  r e a r i n g  o f  s a l m o n

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

K e n a i  P e n i n s u l a  B o r o u g h  
E d n a  B a y  C o m m u n i t y ,  I n c .  
C i t y  o f  P o r t  A l e x a n d e r  
C i t y  a n d  B o r o u g h  o f  S i t k a  
C i t y  o f  C r a i c  
C i t y  o f  W r a n g e l l  
K e t c h i k a n  G a t e w a y  B o r o u g h  
S i t k a  Chamber o f  Commerce

O r g a n i z a t i o n s :

C r a i g  F i s h  a n d  Game A d v i s o r y  
SW R e g i o n a l  F i s h  a n d  Game 

C o u n c i l  
U n i t e d  F i s h e r m a n  o f  A l a s k a  
N o r t h e r n  S o u t h e a s t  R e g i o n a l  

A q u a c u l t u r e  A s s o c i a t i o n  
A l a s k a  T r o l l e r s '  A s s o c i a t i o n  
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  
A l a s k a  E n v i r o n m e n t a l  L o b b y  
S e a f o o d  P r o d u c e r s  C o o p e r a t i v e  
S o u t h e a s t  R e g i o n a l  F i s h  a n d  

Game C o u n c i l  
N o r t h  P a c i f i c  F i s h e r i e s  A s s n .  
C o o k  I n l e t  F i s h e r i e s  C o a l i t i o n  
C o r d o v a  D i s t r i c t  F i s h e r m e n  

U n i t e d
We h a v e  a l s o  r e c e i v e d  m any ,  many l e t t e r s  a n d  p u b l i c  o p i n i o n  
m e s s a g e s  s t a t e w i d e  i n  o p p o s i t i o n  t o  t h e  p e n  r e a r i n g  o f  s a l m o n .



SB  5 1 4  -  ADVANTAGES TO S H E L L F I S H  GROWERS

1 .  A s t r o n g  p o l i c y  s t a t e m e n t  b y  t h e  l e g i s l a t u r e  w h i c h  
e n c o u r a g e s  t h e  e s t a b l i s h m e n t  a n d  r e s p o n s i b l e  g r o w t h  o f  an  
a q u a t i c  f a r m i n g  i n d u s t r y  b y  t h e  s t a t e  i s  l i s t e d .

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

3 .  An a q u a t i c  f a r m  p e r m i t  i s s u e d  b y  t h e  D e p a r t m e n t  o f  F i s h  
a n d  Game may b e  t r a n s f e r r e d .  T h i s  f a c t  s h o u l d  f a c i l i t a t e  t h e  
s h e l l f i s h  g r o w e r  i n  o b t a i n i n g  f i n a n c i n g .

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

5 .  A p e r m i t  w i l l  b e  i s s u e d  f o r  t h r e e  y e a r s .  C u r r e n t l y  a  o n e  
y e a r  p e r m i t  i s  i s s u e d  i n  S o u t h e a s t .

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

D i s t r i b u t e d  b y  S e n a t o r  E l i a s o n



S T E V E  C O W P E R
g o v e r n o r

S  T  A T  E O F  A  L A  S  K A
o f f i c e  o r  t h e  g o v e r n o r  

J u n e  a  i :

M E M 0  R A N D U M

May 8 , 1 9 8 8

4 6 5 - 3 5 0 0  

SB 5 1 4

I  u r g e  y o u  t o  s u p p o r t  p a s s a g e  o f  SB 5 1 4  ( F i n a n c e )  w i t h o u t  
a m e n d m en t ,  ' i h e  b i l l  p a s s e d  t h e  S e n a t e  l a s t  n i g h t  1 7 - 3 ,  
P a s s a g e  o f  SB  5 1 4  i s  i m p o r t a n t .  W i t h o u t  t h i s  b i l l ,  t h e  
m a r i c u l t u r e  i s s u e  w i l l  b e  t h e  s u b j e c t  o f  e x p e n s i v e  a n d  
t i m e - c o n s u m i n g  l i t i g a t i o n .
SB 5 1 4  w i l l  s e r v e  t o  e n c o u r a g e  t h e  g r o w t h  o f  o u r  s h e l l f i s h  
a n d  s e a  v e g e t a b l e  i n d u s t r y ,  a n d  p r e v e n t  t h i s  i s s u e  f r o m  
b e c o m i n g  e n t a n g l e d  i n  t h e  c o u r t s  b y  e x t e n d i n g  t h e  e x i s t i n g  
m o r a t o r i u m  on  f i n f i s h  f a r m i n g .

O n c e  a g a i n ,  I  u r g e  y o u  t o  s u p p o r t  p a s s a g e  o f  SB 5 1 4  
( F i n a n c e )  w i t h o u t  am en dm en t .

T O : ALL  MEMBERS
ALASKA HOUSE OF REPRESENTATIVES

FROM:

DATE:

PHONE:

SUBJECT :
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SENATE B I L L  5 1 4  
LETTER  OF INTENT

I t  i s  t h e  i n t e n t  o f  t h e  S e n a t e  t h a t ,  f o r  t h e  p e r i o d  o f  t h e  
m o r a t o r i u m  o n  f i n f i s h  f a r m i n g ,  t h e  f a r m i n g  o f  f i n f i s h  i n  a  
p r i v a t e l y  ow ned  f r e s h w a t e r  b o d y  w i t h  n o  o u t l e t  t o  s t a t e  w a t e r  
s h o u l d  p r o c e e d .  B y  e n a c t i n g  t h i s  b i l l ,  t h e  S e n a t e  a l s o  
d i r e c t s  t h e  C o m m i s s i o n e r  o f  F i s h  a n d  Game t o  w o r k  w i t h  
p r o s p e c t i v e  f a r m e r s  a n d  t h e  B o a r d  o f  F i s h e r i e s  t o  d e v e l o p  
a p p r o p r i a t e  p r o p o s a l s  t o  m e e t  t h e  g o a l s  o f  t h i s  l e g i s l a t i o n .



STEVE COWPER, GOVERNOR

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  m  w il l o u q h b y  a v e .JUNEAU. ALASKA 99801-1796 
PHONE: (907) -65 7400

O F F IC E  O F  T H E  C O M M IS S IO N E R

May 2 ,  1 9 8 8

T h e  H o n o r a b l e  F r e d  Z h a r o f f  
A l a s k a  S t a t e  S e n a t e  
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  Z h a r o f f :

I  u n d e r s t a n d  t h a t  t h e  s u b j e c t  o f  l a n d  u s e  r e g u l a t i o n s  f o r  
m a r i c u l t u r e  a c t i v i t i e s  c o n t i n u e s  t o  b e  an  i s s u e  i n  t h e  
p r o g r e s s  o f  SB 4 8 2  an d  SB 5 1 4 .  I  b e l i e v e  t h a t  p a s s a g e  o f  a 
m a r i c u l t u r e  b i l l  t h i s  s e s s i o n  i s  e x t r e m e l y  i m p o r t a n t  t o  
r e s o l v e  some o f  t h e  many p e n d i n g  p o l i c y  q u e s t i o n s  s u r r o u n d ­
i n g  t h e  r e a r i n g  o f  f i n f i s h  a n d  s h e l l f i s h .

I  s u p p o r t  y o u r  p o s i t i o n  t h a t ,  d i s t r i c t i n g ,  o p e n i n g  o f  a p p l i ­
c a t i o n  p e r i o d s ,  a n d  p r e p a r a  c i o n  o f  f i n a l  w r i t t e n  f i n d i n g s  
n o t  a p p e a r  i n  s t a t u t e  ( s p e c i f i c a l l y ,  S e c t i o n  1 8 ,  l i n e s  5 
t h r o u g h  24  i n  SB 5 1 4 ;  , P l a c i n g  t h e s e  p r o v i s i o n s  i n  s t a t u - . e  
r e s t r i c t s  t h e  d e p a r t m e . i t 1 s a b i l i t y  t o  f i n e  t u n e  o u r  s y s t e m  
f o r  p r o c e s s i n g  a p p l i c a t i o n s  i f  we f i n d  t h a t  i t  n e e d s  a d j u s t ­
i n g  s e v e r a l  y e a r s  f r o m  n ow .  S h o u l d  e i t h e r  SB 4 8 2  o r  SB 5 1 4  
p a s s  t h i s  s e s s i o n  w i t h o u t  i n c l u d i n g  t h i s  s y s t e m  i n  s t a t u t e  I  
d o  i n t e n d  t o  p r o p o s e  t h e  a d o p t i o n  o f  t h e  s y s t e m  i n  r e g u l a ­
t i o n .  I t  i s  e s s e n t i a l  t h a t  t h e  p u b l i c  b e  a w a i -> o f ,  and  
p a r t i c i p a t e  i n  t h e  d e v e l o p m e n t  o f  t h e  r u l e s  t h a t  a f f e c t  
t h e m .

As y ou  a r e  a w a r e ,  t h i s  s y s t e m  f o r  p r o c e s s i n a  a p p l i c a t i o n s  
was  p r o p o s e d  by  t h e  d e p a r t m e n t .  I  w o u l d  n o t  o p p o s e  p a s s a g e  
o f  a b i l l  s c l e l y  b e c a u s e  i t  m a n d a t e s  t h i s  l a n g u a g e  i n  
s t a t u t e .  I  b e l i e v e  t h e  n e e d  f o r  t h e  L e g i s l a t u r e  t o  s e t t l e  
t h e  l a r g e r  p o l i c y  q u e s t i o n s  i s  g r e a t e r  t h a n  any  c o n s t r a i n t s  
t h e  d e p a r t m e n t  may e n c o u n t e r  i f  t h e  l a n g u a g e  w e r e  i n  
s t a t u t e .  I f  I  may b e  o f  f u r t h e r  a s s i s t a n c e  t o  y o u ,  d o  n o t  
h e s i t a t e  t o  c o n t a c t  me .

S i n c e r e l y ,

f

J u d i t h  M. B r a d y  
C o m m i s s i o n e r
//
' ' c c :  M em be r s  o f  t h e  S d n a t e  F i n a n c e  C o m m i t t e e

S e n a t o r  R i c h a r d  E l i a s o n  
Roc' Sw ope  
B ob  E v a n s  
R i c h a r d  L e F e b v r e

10-J9LH
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Funds will be provided to the Departments of Natural 
Resources, Environmental Conservation and Fish and Game to 
assist in the implementation this bill.

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

T h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  w i l l  b e  r e s p o n ­
s i b l e  f o r  i m p l e m e n t i n g  p r o v i s i o n s  c o n t a i n e d  i n  t h e  b i l l  
r e l a t i n g  t o  c h e m i c a l  u s a g e s ,  p r o d u c t  w h o l e s o m n e s s , s h e l l f i s h  
s i t e  c e r t i f i c a t i o n  a n d  o t h e r  d u t i e s .  F i s h  a n d  Game w i l l  b e  
r e s p o n s i b l e  f o r  t h e  p e r m i t t i n g  o f  f a r m s ,  p a t h o l o g y  an d  
g e n e t i c s  i n s p e c t i o n s  an d  r e g u l a t i n g  b r o o d  a q u i s i t i o n .

. I n  a d d i t i o n  f u n d s  w i l l  b e  u s e d  t o  e s t a b l i s h e d  a n d  s u p p o r t  
A l a s k a  F i n f i s h  F a r m i n g  T a s k  F o r c e  e s t a b l i s h  i n  S e c t i o n  21  o f  
t h e  b i l l .

F u n d s  w i l l  b e  p r o v i d e d  t o  t h e  a g e n c i e s  f o r  p e r s o n a l  s e r v i c e s  
a n d  s u p p o r t  s e r v i c e s  t o  d i s c h a r g e  t n e i r  r e s p e c t i v e  d u t i e s .
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S U B JEC T :

TO :

FROM:

Sectional analysis of CSSB 514 (Finance)

Senator Dick Eliason, Chairman 
Senate Rules Committee

Edward H. Hein  ̂ Z/lsA^
Legislative Counsel

S e c t i o n  1 s t a t e s  l e g i s l a t i v e  f i n d i n g s  a n d  p o l i c y  r e g a r d i n g  
a q u a t i c  f a r m i n g .
Sec. 2 is the guts of the bill. This creates a new article 
within AS 16.40, providing for the farming of shellfish and 
aquatic plants.

Sec. 16.40.100 requires a person to have a permit from the 
commissioner of fish and game in order to construct or 
operate an aquatic farm or related hatchery. The section 
spells out what a person is allowed to do under a permit and 
authorizes the commissioner to attach conditions to the per­
mit to protect natural stocks. Permits may not be issued 
for farming Atlantic salmon.

Sec. 16.40.105 requires the commissioner to use specified 
criteria in issuing permits.

Sec. 16.40.110 provides for permit application, renewal, and 
transfer procedures and requirements. Applicants must sub­
mit a development plan for initial permit issuance. Renewal 
applications must include a report of disease history of the 
aquatic farm or hatchery, and evidence that the applicant 
has complied with the development plan. Commissioner may 
require a health inspection. Transferees are limited to the 
same terms as the transferors.

Sec. 16.40.120 requires a stock acquisition permit from the 
commissioner of fish and game in order to acquire wild 
shellfish or plant stock to supply an aquatic farm or
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related hatchery. The commissioner must act on a permit 
application within 30 days. Permits may be denied or 
restricted if sustained yield would be impaired or if 
issuance would unreasonably disrupt an established use of 
the resoutce for commercial, sport, subsistence, or personal 
use purposes. Commissioner must inform the Board of 
Fisheries of permits denied because of unreasonable 
disruption of established uses or of any action taken on 
permits for acquiring species subject to limited entry. The 
Board of Fisheries may adopt regulations for conservation, 
maintenance, and management of species for which an 
aquisition permit is required. Unless a permit must be 
denied because of impairment of sustained yield, 
unreasonable disruption of an established use, or a 
conflicting Board of Fisheries regulation, the commissioner 
must issue acquisition permits if any of four circumstances 
exist: (1) wild stock is needed to start the farm or hatch­
ery; (2) there are technological limitations on propagating 
the species for which a permit is sought; (3) the wild stock 
sought is not being fully utilized for other fishing uses; 
or (4) wild stock is needed to maintain the gene pool of the 
farm or hatchery. Shellfish and plants acquired under the 
permit become the property of the permit holder.

Sec. 16.40.130 prohibits importation of aquatic plants or 
shellfish for aquatic farms and hatcheries unless allowed by 
the Board of Fisheries by regulation.

Sec. 16.40.140 Limits sale or transfer of aquatic farm 
hatchery stock to other farms or hatcheries in state that 
have a permit, but shellfish stock can be sold to aquatic 
farms and related hatcheries outside the state.

Sec. 16.40.150 requires the Department of Fish and Game to 
order a quarantine or the destruction and disposal of 
diseased hatchery stock or aquatic farm products if ne c e s­
sary to protect wild stock. Permit holders must allow the 
department to conduct inspections during reasonable business 
hours and with reasonable notice. Cost of inspection paid 
by the department.

Sec. 16.40.160 allows the commissioner of fish and game to 
adopt necessary regulations for aquatic farming.

Sec. 16.40.170 establishes a class B misdemeanor penalty for 
violations of statutes and regulations relating to aquatic 
farming.
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Sec. 16.40.199 defines various terms.

Sec. 3 authorizes the commissioner of environmental 
conservation to establish standards and conditions of 
operation and siting requirements for aquatic farms and 
related hatcheries to protect public health.

Se c . 4 requires the commissioner of environmental conserva­
tion to adopt aquatic farm products labeling regulations.

Sec. 5 gives the Department of Environmental Conservation 
authority to inspect aquatic farms and sites.

Sec. 6 defines "aquatic farm" and "aquatic farm product" for
purposes of AS 03.05.

S e c . 7 authorizes the commissioner of fish and game to regu- 
Tate- aquatic farming in a manner that ensures the protection 
of fish and game resources.

S e c . 8 limits the regulatory authority of the Board of F i s h­
eries with respect to aquatic farming to the authority 
expressly granted in Sec. 16.40.120(d) and (e) and 
16.40.130.

S e c . 9 exempts aquatic farms and related hatcheries from the
licensing requirements for sport and commercial fishing 
under AS 16.05.

Sec. 10 removes shellfish farming from the definition of 
"fish farming"; shellfish farming would be governed under 
AS 16.40; other fish farming would be under AS 16.05.

Sec. 11 exempts the sale of aquatic farm shellfish that are 
subject to limited entry from the permit and purchasing 
requirements of AS 16.10.265 - 16.10.267, which require fish 
buyers and processors to buy only from limited entry permit 
holders.

Sec. 12 exempts aquatic farming from the requirements of the 
Limited Entry Act, AS 16.43.

S e c . 13 excludes aquatic farm products from the definition 
ot "seafood" for purposes of the Alaska Seafood Marketing 
Institute statutes.
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Sec. 14 establishes a process for the Department of Natural 
Resources to lease sites for aquatic farms and related 
hatcheries. Lessees would be required to post a performance 
bond or other security to cover costs to the state of 
clean-up in the event the site is abandoned.

Sec. 15 requires the commissioner of natural resources to 
identify districts within which aquatic farming sites may be 
selected. Persons may then submit applications for sites 
during a 60-day period. Based on the applications received 
and consultations with other department heads, the commis­
sioner makes a preliminary finding proposing sites in each 
district. After notice and hearin^, the commissioner issues 
a final written finding identifying sites for which permits 
will be issued, and specifying conditions and limitations on 
the development of each site. The commissioner may then 
issue tideland and land use permits for aquatic farms. P e r­
mits are valid for three years and may be renewed, but not 
transferred. Before renewal, interested persons may submit 
written or oral testimony concerning the renewal. The c o m­
missioner must consider all relevant testimony before is­
suing or renewing a permit. A  permit may be denied for good 
cause, but then the commissioner must provide the applicant 
with written findings explaining the reason for the denial. 
Applicants must post a performance bond or other security. 
The commissioner must adopt criteria for approving and 
denying permits and for limiting the number of sites in an 
area to protect the environment and natural resources.

Sec. 16 requires notice for public hearings on tideland p e r­
mits and the siting of aquatic farms.

Sec. 17 requires that the notice under Sec. 16 be given to 
regional fish and game councils and coastal resource service 
ar e a s .

Sec. 18 requires a public hearing by the commissioner of 
natural resources within 30 days after giving notice of the 
preliminary finding concerning siting.

Sec. 19 "grandfathers-in" existing lawful aquatic farms and 
related hatcheries, but conditions obtaining an initial 
lease or permit on the person's agreement not to change the 
use during the term of the lease or permit.

S e c . 20 requires the commissioner of natural resources to 
submit to the legislature a report on the implementation of
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the statutes that provide for issuance of leases and tide­
land or land use permits for aquatic farming.

Sec. 21 establishes a finfish farming task force to study 
issues relating to finfish farming in the state. The task 
force consists of five members appointed by the governor.
It is to submit to the legislature an interim report in 
January, 1989, and a final report a year later.

Sec. 22 extends the existing finfish moratorium for two more 
y e a r s .

Sec. 23 provides an immediate effective date.

E H H :bb 
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P . O .  B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  C o g h i l l :

S u b j e c t : SCR 6 , w h i c h  u r g e s  t h a t  t h e  S u n t r a n a  M in e  b e  d e s i g n a t e d
a  h i s t o r i c  s i t e .

P o s i t i o n : T h e  d e p a r t m e n t  a g r e e s  w i t h  d e s i g n a t i o n  o f  t h e  S u n t r a n a
M in e  a s  an  h i s t o r i c  s i t e ,  s u b j e c t  t o  r e s o l u t i o n  o f  tw o  
i s s u e s .

E x p l a n a t i o n : T h e  s i t e  d o e s  q u a l i f y  u n d e r  s t a t e  lav/ f o r  t h e
d e s i g n a t i o n  u r g e d  i n  SC R 6 . A p r o b l e m  i s  t h a t  t h e  l a n d  
was  s e l e c t e d  u n d e r  t h e  F e d e r a l  M e n t a l  H e a l t h  E n a b l i n g  
A c t  o f  1 9 5 6  an d  a s  s u c h ,  a n y  t r a n s a c t i o n  a f f e c t i n g  t h e  
l a n d ' s  a b i l i t y  t o  g e n e r a t e  r e v e n u e s  w o u l d  r e q u i r e  
a c t i o n  by  t h e  M e n t a l  H e a J t h  T r u s t  C o m m i s s i o n .  I n  t h e  
e v e n t  t h e  l i t i g a t i o n  w h i c h  l e d  t o  t h e  e s t a b l i s h m e n t  o f  
t h e  C o m m i s s i o n  i s  r e s o l v e d  by  new l e g i s l a t i o n  i n v o l v i n g  
a money  s e t t l e m e n t ,  t h i s  p r o b l e m  w o u l d  b e  r e s o l v e d .  A 
s e c o n d  i s s u e  i s  t h a t  t h e  s i t e  w o u l d  n e e d  t o  b e  made  
f r e e  o f  a n y  s a f e t y  h a z a r d s  a n d  t h a t  e r o s i o n  i s  s u i t a b l y  
c o n t r o l l e d .

Or .c e  t h e s e  i s s u e s  a r e  r e s o l v e d ,  o u r  e x p e c t a t i o n  i s  t h a t  
t h o  s i t e  w o u l d  b e  m a n a g e d ,  t h r o u g h  a  m an a g e m e n t  a g r e e ­
m en t  s u p p o r t e d  by f e e s  c h a r g e d  v i s i t o r s .
S i n c e r e l y ,

/  / / , ’ v  w  /
p jM lu  :

/Oudy J r a d y  
// C o m m i s s i o n e r ^
cc: C o m m i t t e e  M e m b e r s

G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n
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Senator SJoIjn p . (3Jach) Qlogljill

•Ittncau. Alaska 99811 
(907)4654921

I’ouch V
JMnsIta ,§>tatp ^[legislature

ll»x 55021XiirOi I ’i i Ic , Alaska 09705 (907)4W(Wo2

MEMORANDUM

TO: Members of the Sei

FROM: Senator Coghill

RE: SCR 6; Relating to desi^nati 
a Historic S i t e /

of Suntrana Mine as

DATE: February 14, 1987

SCR 6 makes good public policy, it is important to preserve our 
h e r i t a g e .

The trend toward historical preservation of areas of land and natural 
resources has gained momentum on a national scale over the last 
decade. I believe it is important to preserve the evidence of the 
methods man has employed to develop the public resources, just as it 
is important to conserve certain "wild" areas.

This resolution makes good sense in three areas.

First, tourism; the Suntrana Mine site is about 30 minutes driving 
time from the Denali Park lodge. The site offers the opportunity for 
the possible development of a state historic mining equipment museum, 
as well as having the notoriety of being Alaska's first large scale 
coal mine site.

Secondly, education; the University of Alaska c urrently conducts tours 
of the site as an example of the way mining used to be done. Without 
this type of .nowledge it becomes even more difficult  to develop new 
and innovative mining techniques. There are also unique geologic 
features present, which are also used as teaching tools.



Finally, there is heritage, the Suntrana Mine is located on Alaska's 
only mine which exports coal to foreign markets. Since it began
operations in the early nineteen hundreds, Suntrana has supplied 
energy and jobs for the Alaskan economy. It is my feeling that the 
sweat and hard work that built this country is every bit us important 
for future generations to remember, as is the preservation of unique 
wildlife habitat. After all, part of our heritage is the history
evidenced by the footsteps of our forefathers.

This resolution asks the governor, to establish the Suntrana Mine as a 
remembrance for future generations, least they forget the hard work, 
and the people that past before them.

For these reasons I encourage a do pass recommendation.



F e b r u a r y  13, 1907

Position:

E x p l a n a t i o n :

T h e  H o n o r a b l e  J a c k  C o g h i l l  
C h a i r m a n
S e n a t e  R e s o u r c e s  C o m m i t t e e  
P . O .  B o x  V 
J u n e a u ,  AK 9 9 8 1 1

D e a r  S e n a t o r  C o g h i l l :

[ e 3  t h a t  t h e  S u n t r a n a  M in e  b e  d e s i g n a t e d

T h e  d e p a r t m e n t  a g r e e s  w i t h  d e s i g n a t i o n  o f  t h e  S u n t r a n a  
M in e  a s  an  h i s t o r i c  s i t e ,  s u b j e c t  t o  r e s o l u t i o n  o f  tw o  
i s s u e s .

T h e  s i t e  d o e s  q u a l i f y  u n d e r  s t a t e  l a w  f o r  t h e  
d e s i g n a t i o n  u r g e d  i n  SCR 6 . A p r o b l e m  i s  t h a t  t h e  l a n d  
w a s  s e l e c t e d  u n d e r  t h e  F e d e r a l  M e n t a l  H e a l t h  E n a b l i n g  
A c t  o f  1 9 5 6  a n d  a s  s u c h ,  any  t r a n s a c t i o n  a f f e c t i n g  t h e  
l a n d ' s  a b i l i t y  t o  g e n e r a t e  r e v e n u e s  w o u l d  r e q u i r e  
a c t i o n  b y  t h e  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 .  I n  t h e  
e v e n t  t h e  l i t i g a t i o n  w h i c h  l e d  t o  t h e  e s t a b l i s h m e n t  o f  
t h e  C o m m i s s i o n •i s  r e s o l v e d  by new l e g i s l a t i o n  i n v o l v i n g  
a  m oney  s e t t l e m e n t ,  t h i s  p r o b l e m  w o u l d  b e  r e s o l v e d .  A 
s e c o n d  i s s u e  i s  t h a t  t h e  s i t e  w o u l d  n e e d  t o  b e  made  
f r e e  o f  a n y  s a f e t y  h a z a r d s  and  t h a t  e r o s i o n  i s  s u i t a b l y  
c o n t r o l l e d .

O n c e  t h e s e  i s s u e s  a r e  r e s o l v e d ,  o u r  e x p e c t a t i o n  i s  t h a t  
t h e  s i t e  w o u l d  b e  m a n a g e d ,  t h r o u g h  a  m an a g e m e n t  a g r e e ­
m e n t  s u p p o r t e d  b y  f e e s  c h a r g e d  v i s i t o r s .
S i n c e r e l y ,

c c: C o m m i t t e e  M e m b e r s
G o v e r n o r ' s  L e g i s l a t i v e  L i a i s o n
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SCR 15
volley sawmill

M a r c h  1 9 ,  1 9 8 7

D e a r  L e g i s l a t o r ,

I  a p p r e c i a t e  t h e  t i m e  and  a t t e n t i o n  g i v e n  my r e c e n t  
p r e s e n t i o n  on  t h e  i s s u e  o f  A l a s k a  w ood  p r o d u c t s .  As a 
member  o r  t h e  A l a s k a  L o g g e r ' s  A s s o c i a t i o n ,  I  f o u n d  i t  
e n c o u r a g i n g  t o  s i t  b e f o r e  a  r e c e p t i v e  g r o u p  o f  l a w m a k e r s  
and  was  g l a d  t o  b e  a b l e  t o  a n s w e r  y o u r  q u e s t i o n s .

As an  u p d a t e ,  I  am e n c l o s i n g  a  m emorandum  I  r e c e i v e d  
u p on  my r e t u r n  t o  A n c h o r a g e .  Many o f  t h e  p o i n t s  made  
by  M r .  S im p s o n  o f  t h e  s t a t e  D e p a r t m e n t  o f  T r a n s p o r t a t i o n  
and  P u b l i c  F a c i l i t i e s  a r e  i n d i c a t i v e  o f  t h e  " n o  c a n  d o "  
a t t i t u d e  I ' v e  e n c o u n t e r e d  o v e r  t h e  p a s t  f e w  y e a r s  w h i l e  
l o b b y i n g  s t a t e  a n d  l o c a l  e n t i t i e s  i n  an  a t t e m p t  t o  c o n v i n c e  
t h em  t o  p u r c h a s e  l o c a l  w o o d .

C o n t a i n e d  i n  M r .  S i m p s o n ' s  memo a r e  s e v e r a l  b l a t a n t  
i n a c c u r a c i e s  DOTPF i s  u s i n g  t o  j u s t i f y  i t s  p r a c t i c e  o f  
r a r e l y  s p e c i f y i n g  A l a s k a  w o od  i n  s t a t e  c o n t r a c t s .

I n  t h e  t h i r d  p a r a g r a p h  o f  h i s  memo, M r .  S im p s o n  
s a y s  t h e r e  i s  n o t  an  a c t i v e  g r a d i n g  s y s t e m  among  A l a s k a  
p r o d u c e r s .  I n  f a c t ,  R e i d  O s w a l d  o f  K o d i a k  d o e s  h a v e  a  
g r a d e  s t a m p  an d  a n o t h e r  m a j o r  s u p p l i e r ,  U n i t e d  L u m b e r ,  
f o r m e r l y  h a d  s u c h  a  s y s t e m  i n  p l a c e .  T h e y  s t o p p e d  u s i n g  
i t ,  h o w e v e r ,  b e c a u s e  s t a t e  a n d  l o c a l  c o n t r a c t s  e x c l u d e d  
l o c a l  w o o d ,  e l i m i n a t i n g  t h e  n e e d  f o r  a  g r a d e  s y s t e m .

S e c o n d ,  M r .  S im p s o n  s a i d  h i s  " s o u r c e s "  i n d i c a t e d  
o n l y  a  l i m i t e d  a m o u n t  o f  A l a s k a  w ood  i s  p l a n e d  o r  d r e s s e d .  
A c c o r d i n g  t o  t h e  D e p a r t m e n t  o f  C om m e r c e  a n d  F c o n o m i c  
D e v e l o p m e n t ' s  1 9 8 7  g u i d e  t o  l u m b e r  p r o d u c e r s ,  t h e r e  a r e  2 2  p l a n e r s  i n  t h e  s t a t e ,  a l l  c a p a b l e  o f  p l a n i n g  l o c a l  
w ood  t o  m e e t  i n d u s t r y  s t a n d a r d s .

T h e  t h i r d  p o i n t  r a i s e d  c o n c e r n i n g  t h e  u s e  o f  k i l n s  t o  
d r y  l o c a l  w ood  i s  a l s o  p a r t l y - f a l s r . I n  1 9 6 9 ,  U n i t e d  
L u m b e r  p u t  i n  a  d r y  k i l n ,  o n l y  t o  d i s c o n t i n u e  i t s  u s e ,  
a g a i n  d u e  t o  l a c k  o f  a c t i v i t y .  M o r e  i n t e r e s t i n g ,  h o w e v e r ,  
i s  t h e  f a c t  t h a t  a  g o o d  p o r t i o n  o f  t h e  w ood  t h e  s t a t e  o f  
A l a s k a  i m p o r t s  f r o m  O u t s i d e  i s  a i r - d r i e d ,  n o t  k i l n - d r i e d .

W h i l e  t h e  f i n a l  p o i n t  i s  t r u e  c o n c e r n i n g  u s e  o f  a  
p r e s s u r e  t r e a t m e n t  f a c i l i t y  t o  t r e a t  t h e  w o o d ,  b a s e d  on  
t h e  n u m e r o u s ,  e r r o n e o u s  p o i n t s  r a i s e d  e a r l i e r  i n  t h e  memo,  
A l a s k a  p r o d u c e r s  h a v e  h a d  no  i n c e n t i v e  t o  i n v e s t  i n  a  
p r e s s u r e  t r e a t m e n t  f a c i l i t y .

6231 Old Seward Hwy. Anchorage, AK 99502 563-3436 J
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. l i v e n  t h e  l a c k  o f  e n c o u r a g e m e n t  f r o m  g o v e r n m e n t  
r e g a r d i n g  t h e  p u r c h a s e  o f  l o c a l  w o o d ,  t h e  s t a t e ' s  
s u p p l i e r s  h a v e  n o  r e a s o n  t o  s i n k  e v e n  m o r e  money  
i n t o  p r e s s u r e  t r e a t m e n t  f a c i l i t i e s .  A l s o ,  s h o u l d  a  
s t a t e  c o n t r a c t  s p e c i f y  t r e a t e d  A l a s k a  w o o d ,  l o c a l  
c o n t r a c t o r s  c o u l d  h a v e  t h e i r  w o od  p r e s s u r e - t r e a t e d  
f o r  m i n i m a l  a d d i t i o n a l  c o s t .

On p a g e  2 o f  t h e  memo, M r .  S im p s  n s a y s  f e d e r a l  
a i d  r e q u i r e m e n t s  p r o h i b i t  t h e  p r e f e r e n t i a l  c o n s i d e r a t i o n  
o f  A l a s k a  w o o d .  W e ' r e  n o t  a s k i n g  f o r  p r e f e r e n t i a l  
t r e a t m e n t .  I f  t h e  s t a t e  c a n  s p e c i f y  O u t s i d e  wood  i n  
a  c o n t r a c t ,  s u r e l y  i t  c a n  s p e c i f y  w ood  t h a t  g r o w s  
h e r e  i n  t h e  s t a t e  o f  A l a s k a .

M r .  S im p s o n  s a y s  t h e  s t a t e  w i l l  c o n t i n u e  t o  
e n c o u r a g e  t h e  u s e  o f  A l a s k a  w o o d .  W h i l e  t h a t  i s  a  
c o m m e n d a b l e  s e n t i m e n t ,  we i n  t h e  t i m b e r  i n d u s t r y  h a v e  
y e t  t o  s e e  a n y  m a j o r  a c t i o n  i n  t h a t  d i r e c t i o n .

I  a p p r e c i a t e  y o u r  t i m e  an d  w i l l  l o o k  f o r w a r d  t o  
y o u r  r e s p o n s e  and  an y  a p p r o p r i a t e  a c t i o n .

V a l l e y  S a w m i l l

CC :  S e n a t e  P r e s i d e n t  J a n  F a i k s
H o u s e  S p e a k e r  B en  G r u s s e n d o r f  
H o u s e  & S e n a t e  R e s o u r c e  membe r s  
H o u s e  & S e n a t e  F i n a n c e  m em be r s
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A la ska  F ores t  P r o d u c t s

E n g in e e r i n g  & O p e r a t i o n s  S t d s .  
H e a d q u a r t e r s

T h e r e  seems to be  a l ong  s t a n d in g  m is con cep t ion  th a t  DOT&PF 's  c o n s t r u c t i o n  
c o n t r a c t s  h a v e  some e x c l u s i o n a r y  c l a u s e  o r  p r e j u d i c e  aga in s t  A la ska  wood  
p r o d u c t s .  T h i s  is s imply  no t  t r u e .

A ny  c o n s t r a i n t s  on  A la ska  l um be r  an d  t im be r  p r o d u c t s  a p p e a r  to  be r e l a t e d  to  
an c i l l a r y  f a c t o r s  r a t h e r  th an  th e  q u a l i t y  o f  th e  wood .  Some o f  th e se  f a c t o r s  a r e  
p e r h a p s  o f  g r e a t e r  s i gn i f i c an t  v a lu e  to  th e  u s e r s  and  sp e c i f i e r s  t h an  t h e  
c h a r a c t e r i s t i c s  o f  th e  mater ia l  i t s e l f .  S p e c i f i c a l l y :

°  A l t h o u g h  app l i c ab le  g r a d i n g  r u l e s  e x i s t ,  t h e r e  is no c o n t in u ou s ly  a c t i v e
l um be r  in s p e c t i o n  a g e n c y  p r e s e n t l y  f u n c t i o n in g  with in th e  S t a t e .  
H is t o r i c a l l y ,  few mills in A la s k a  h a v e  e v e r  s u b s c r i b e d  to  s u c h  q u a l i t y  
a s s u r a n c e  p r o g r a m s ,  mak ing  p r o d u c t  a c c e p t a b i l i t y  somewhat t e n u o u s .

0 Most A l a s k a  mills p r o d u c e  r o u g h  sawn mate r ia l ,  b u t  o u r  s o u r c e s  ind i c a t e  on ly
l imited amoun ts  o f  l umbe r  a r e  d r e s s e d  to t h e  s t a n d a r d  d imensions f a v o r e d  b y  
t h e  b u i l d i n g  i n d u s t r y .  T h i s  f a c t o r  i s  o f  g r e a t e r  c o n c e rn  in b u i l d i n g
c o n s t r u c t i o n  th an  on t r a n s p o r t a t i o n  p r o j e c t s .

°  We a r e  no t  aware  o f  a n y  fa c i l i t i e s  in  th e  S t a t e  p r o d u c i n g  k i ln d r i e d  l um be r
with  i t s  r e d u c e d  s h r i n k a g e ,  c h e c k i n g  and  w a r p in g  c h a r a c t e r i s t i c s ;  a l s o  a 
b u i l d i n g  r e l a t e d  c o n c e r n .

°  T h e r e  is  n o t ,  t o  o u r  k n ow l e d g e ,  a n y  e s t a b l i s h e d  lam ina to rs  within th e  S ta te
c a p a b l e  o f  p r o d u c i n g  g l u e d - l am in a t e d  s t r u c t u r a l  t imbe r  f o r  h e a v y
c o n s t r u c t i o n  ap p l i c a t i o n s .

°  A nd  p e r h a p s  th e  s ing le  most s i gn i f i c an t  r e a s on  fo r  und e ru t i l i z a t i o n  o f  A la s k a
wood  p r o d u c t s  on t r a n s p o r t a t i o n  p r o j e c t s  is th e  fac t t h a t  no fac i l i t ies  e x i s t  in 
A la s k a  t o  p r e s s u r e  t r e a t  t imbe r  wi th  p r e s e r v a t i v e s .  B y  o u r  r e co l l e c t i on s  
on ly  one  s u c h  fac i l i ty  e v e r  e x i s t e d  in A la ska ;  an A n c h o r a g e  p lan t  th a t  
t r e a t e d  t ies  f o r  the  r a i l r o a d .  T h i s  p l an t  is no l o n g e r  in o p e r a t i o n .

O u r  c o n t r a c t  s p e c i f i c a t i on s  g en e r a l l y  a c c e p t  most commerc ia l  A la ska  s p e c i e s .  For  
bu i l d in g  a p p l i c a t i o n s ,  Un i fo rm  B u i l d in g  C ode  S t a n d a r d s  N o .  2 5 - 1 ,  2 5 - 2  , 2 5 - 3  and
2 5 - 4  a p p l y ;  f o r  t r a n s p o r t a t i o n  ap p l i c a t i o n s  t h e  Amer i can  Assoc ia t i on  o f  S ta te
H ighway  and  T r a n s p o r t a t i o n  O f f i c i a l s  ( A A S H T C )  sp ec i f i c a t i on  M168 a p p l i e s .  
Cop ie s  o f  t h e s e  s p e c i f i c a t i on s  an d  a p p r o p r i a t e  s e c t i on s  sh ow ing  a c c e p t an c e  o f  
A la sk a  s p e c i e s  a r e  a t t a c h e d .

For  b r i d g e  c o n s t r u c t i o n ,  A la s k a  s p e c i e s  will ga in g r e a t e r  a c cep t ab i l i t y  u n d e r  the  
D epa r tm en t ' s  r e v i s e d  S t a n d a r d  S p e c i f i c a t i o n s  t h a t  a r e  s c h e d u l e d  to be p u b l i s h e d  
l a t e r  th i s  y e a r .  A la ska  s p e c i e s  h a v e  a lways  b e en  e n c o u r a g e d  wheneve r  u n t r e a t e d  
t imbe r  was s u i t a b l e  . o r  b r i d g e  a p p l i c a t i o n s ,  s u c h  as  f o r  r unn in g  p l a n k s ,  
t em p o r a r y  c o n s t r u c t i o n  and  th e  l i k e .



T h e  Western  Wood P r o d u c t s  A s s o c i a t i o n ,  West Coas t  L um be r  In sp e c t i o n  B u r e a u  and  
the  Pac i f i c  L um b e r  In sp e c t i o n  B u r e a u  adv i s e  u s  t h a t  t h e y  h a v e ,  o v e r  th e  y e a r s ,  
mainta ined q u a l i t y  a s s u r a n c e  and  c e r t i f i c a t i on  p r o g r am s  fo r  mills in A la s k a .  T h e  
Kod iak  Mil l, a c c o r d i n g  to o u r  i n q u i r i e s ,  was t h e  on ly  A la ska  sawmill o p e r a t i n g  
u n d e r  a l um be r  c e r t i f i c a t i o n  p r o g r a m .  We u n d e r s t a n d  th e  K o d i a k  sawmill s u f f e r e d  
f i re  damage r e c e n t l y  and  may not  b e  in p r o d u c t i o n  at th is  t ime.

D e s ign  p r o f e s s i o n a l s  r e l y  on e s t a b l i s h e d  s t a n d a r d s  f o r  the  en g in e e r in g  p r o p e r t i e s  
o f  wood (Un i f o rm  B u i l d in g  C o d e ,  Nat iona l  D es ign  Sp e c i f i c a t i o n ,  A A S H T O ,  e t c . ) .  
A few o f  th e  commerc ia l  s p e c i e s  f o und  in A la sk a  a re  i n d iv id u a l ly  s t r e s s  r a t e d .  
O th e r s  a re  g r o u p e d  and  s t r e s s  r a t e d  as comb ina t ion s  o f  s imilar  s p e c i e s .  B i r c h  is 
u s e d  in mi l lwork ,  b u t  we a r e  no t  aware  o f  any  s t a n d a r d  th a t  s t r e s s  r a t e s  b i r c h  
f o r  s t r u c t u r a l  l um be r  a p p l i c a t i o n s .  A la ska  sp e c i e s  t h a t  a r e  not  p r e s e n t l y  s t r e s s  
r a t e d  and  t h o s e  t h a t  a re  s t r e s s  r a t e d  in sp e c i e s  comb ina t ion s  will c o n t in u e  to  
s u f f e r  some e n g in e e r in g  p r e j u d i c e  un t i l  i n d i v i d u a l ly  r e c o g n i z e d  b y  a c c e p t a b l e  
s t r e s s  r a t i n g  s t a n d a r d s .

C o s t  e f f e c t i v e  c o n s id e r a t i o n s  r u l e  o u t  th e  u s e  o f  u n t r e a t e d  wood f o r  most  
t r a n s p o r t a t i o n  p r o j e c t s .

F e d e r a l - a i d  r e q u i r em en t s  p r o h i b i t  p r e f e r e n t i a l  c o n s id e r a t i o n s  fo r  A l a s k a  wood  
p r o d u c t s .

T h e  D epa r tm en t  c an  and  will c on t in ue  to  e n c o u r a g e  th e  u s e  o f  A la sk a  t imbe r  
r e s o u r c e s  in i t s  p r o j e c t s ,  b u t  t h e  t imber  i n d u s t r y  must a l s o  r e s p o n d  to  th e  
f a c t o r s  with in t h e i r  c o n t r o l  t h a t  will im p rove  and  en h an c e  c o n s um e r  a c c e p t a n c e  o f  
t h . i r  p r o d u c t s ,  b o t h  p u b l i c  and  p r i v a t e .  S p e c i f i c  a n d  c o n s t r u c t i v e  
r e commenda t ion s  t ow a r d  im p ro v in g  o u r  c o n t r a c t u a l  p r o c e d u r e s  in a c ompe ta t iv e  
a tm osph e r e  a re  a lways  welcome.

a t ta chmen ts
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H o n o r a b l e  S t e v e  C ow p e r  
G o v e r n o r  o f  A l a s k a  
T h i r d  F l o o r ,  S t a t e  C a p i t o l  
P o u c h  A
J u n e a u ,  A l a s k a  9 9 8 1 1

SUB JEC T :  S t a t e  S u p p o r t  o f  L o c a l  T im b e r  P r o d u c t s
D e a r  G o v e r n o r  C o w p e r :

I am w r i t i n g  t h i s  l e t t e r  t o  s u m m a r i z e  many o f  t h e  f r u s t r a t i o n s  
and  l a c k  o f  p r o g r e s s  t h a t  I h a v e  e n c o u n t e r e d  d u r i n g  my e f f o r t s  
o v e r  t h e  l a s t  y e a r  t o  e n c o u r a g e  t h e  u s e  o f  l o c a l l y  p r o d u c e d  and  
m a n u f a c t u r e d  wood  p r o d u c t s  on  v a r i o u s  s t a t e ,  m u n i c i p a l  and  o t h e r  
a g e n c y  p r o j e c t s .

W h i l e  t h e  c o n c e p t  o f  s u p p o r t i n g  l o c a l  h i r e  and  t h e  u s e  o f  l o c a l  
p r o d u c t s  i s  t o u t e d  b y  t h e  p o l i t i c i a n s  a s  b e i n g  an e c o n o m i c a l l y  
s o u n d  p o l i c y ;  and  w o r t h y  o f  s u p p o r t ,  i n  p r a c t i c e ,  i t  i s  f a r  f r o m  
a  r e a l i t y .  W h i l e  m o s t  o t h e r  s t a t e s  a c t i v e l y  s u p p o r t  t h e i r  
s t a t e ' s  r e s o u r c e s ,  t h e  p u r c h a s i n g  a g e n t s  w i t h i n  t h i s  s t a t e  s e em  
f i r m l y  e n t r e n c h e d  i n  t h e  u s e  o f  o u t s i d e  p r o d u c t s .

L o c a l  s u p p l i e r s  h a v e  g o n e  t o  g r e a t  l e n g t h s  and  c o s t s  t o  p r o v e  t h e  
q u a l i t y  and  c o m p e t i t i v e n e s s  o f  l o c a l  wood  p r o d u c t s  t o  t h e s e  a g e n ­
c i e s ,  and  w h i l e  we h a v e  b e e n  many t i m e s  e n c o u r a g e d  by  t h e  l i p  
s e r v i c e  o f  t h e s e  o f f i c i a l s ,  t h e  c o n t r a c t s  a l w a y s  end up  g o i n g  t o  
t h e  o u t s i d e  s u p p l i e r .  R a r e l y ,  i f  e v e r ,  h a v e  we s e e n  a  c o n t r a c t  
i s s u e d  by  a g o v e r n m e n t a l  e n t i t y  t h a t  s p e c i f i e s  A l a s k a  w ood  p r o ­
d u c t s ,  d e s p i t e  r e p e a t e d  e f f o r t s  b y  t h e  p r o d u c e r s  t o  e d u c a t e  o f f i ­
c i a l s  on  t h e  s u b j e c t .

K e e p i n g  A l a s k a n  d o l l a r s  w i t h i n  o u r  own e c on om y  c a n  o n l y  
s t r e n g t h e n  o u r  e c o n o m i c  b a s e .  T he  l o c a l  t i m b e r  i n d u s t r y  e s t i m a ­
t e s  t h a t  s i x  j o b s  a r e  c r e a t e d  f o r  e v e r y  on e  m i l l i o n  b o a r d  
f e e t  o f  l u m b e r  s o l d .  T he  r a i l b e l t  n e t w o r k  c o n s u m e s  a p p r o x i m a t e l y  
1 0 0  m i l l i o n  b o a r d  f e e t  a n n u a l l y .  T h i s  t r a n s l a t e s  t o  a p p r o x i m a ­
t e l y  6 0 0  j o b s  t h a t  a r e  b e i n g  l o s t  t o  o u t s i d e  s u p p l i e r s  e a c h  y e a r .  
T h e  b u r e a u c r a t i c  l a c k  o f  s u p p o r t  and r o a d b l o c k i n g  o f  l o c a l  
m a n u f a c t u r e r ' s  e f f o r t s  t o  j o i n  t h e  m a r k e t p l a c e ,  h a s  c r e a t e d  a  
s i t u a t i o n  w h e r e  i t  i s  e a s i e r  t o  l a y  o f f  w o r k e r s ,  t h a n  t o  f i g h t  
c i t y  h a l l  f o r  a c c e s s  t o  t h e  m a r k e t .

V 6231 Old Seward Hwy. Anchorage, AK 99502 563-3436 J
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T a b l e s  c u r r e n t l y  i n  u s e  i n  t h e  f o r e s t  p r o d u c t s  i n d u s t r y  w e r e  
d e v e l o p e d  i n  t h e  1 9 4 0 ' s  b a s e d  on t e s t s  c o n d u c t e d  on o l d  g r o w t h  
D o u g l a s  F i r ,  t h e  p r e d o m i n a n t  t i m b e r  u t i l i z e d  a t  t h a t  t i m e .  A t  
p r e s e n t ,  t i m b e r  p r o d u c t s  f r o m  t h e  L o w e r  4 8  a r e  p r i m a r i l y  m a n u f a c ­
t u r e d  f r o m  s e c o n d  and  t h i r d  g r o w t h  D o u g l a s  F i r ,  w h i l e  o u r  l o c a l l y  
m a n u f a c t u r e d  wood  p r o d u c t s  u t i l i z e  s t r u c t u r a l l y  s u p e r i o r  o l d  
g r o w t h  A l a s k a n  S p r u c e  t i m b e r .  O l d  g r o w t h  t i m b e r  i s  s t r o n g e r  t h a n  
t h e  f a s t e r  g r o w i n g  s e c o n d  and  t h i r d  g r o w t h  t i m b e r ,  and  t h e r e f o r e ,  
m o r e  d e n s e .  W i t h  no  r e c e n t  p u b l i s h e d  d a t a  a v a i l a b l e ,  t h e  
A n c h o r a g e  W a s t e w a t e r  and  U t i l i t y ,  and  t h e  M u n i c i p a l i t y  o f  
A n c h o r a g e  c h o s e  t o  a c c e p t  t h e  h y p o t h e s i s  o f  an  o u t s i d e  s u p p l i e r , 
t h a t  A l a s k a n  wood p r o d u c t s  a r e  i n f e r i o r .  ( S e e  a t t a c h e d  E x h i b i t
B).
In  r e s p o n s e  t o  t h e  l a c k  o f  p u b l i s h e d  d a t a ,  I  r e q u e s t e d  a n a t i o n ­
a l l y  c e r t i f i e d  t e s t  l a b ,  A l a s k a  T e s t  L a b ,  t o  c o n d u c t  t e s t i n g  on  
some o f  t h e  l o c a l  w o o d s .  As y o u  c a n  s e e  b y  t h e  a t t a c h e d  ( E x h i b i t
C) , s ome l o c a l  w o o d s  e x c e e d  t h e  s t r e n g t h s  o f  o u t s i d e  w o o d ,  now 
b e i n g  u s e d  e x t e n s i v e l y  i n  l o c a l  p r o j e c t s .  T h e  f a l s e  and  n e g a t i v e  
a s s u m p t i o n s  r e g a r d i n g  l o c a l  f o r e s t  p r o d u c t s  a r e  n o t  b a s e d  on  
s c i e n t i f i c  f a c t  o r  e c o n o m i c s ,  b u t  b a s e d  s o l e l y  on  t h e  t r a d i t i o n a l  
u s e  o f  o u t s i d e  wood  p r o d u c t s .

I  h a v e  e n c o u n t e r e d  n u m e r o u s  e x a m p l e s  o f  p r e j u d i c e s  a g a i n s t  u s i n g  
A l a s k a n  p r o d u c e d  w o o d .  A lm o s t  e v e r y  i n v i t a t i o n  t o  b i d  i s s u e d  by  
s t a t e  and o t h e r  a g e n c i e s ,  i n c l u d e s  s p e c i f i c a t i o n s  f o r  wood  t h a t  
i s  n o t  p r o d u c e d  i n  A l a s k a .  T h i s  e x c l u s i o n  o f  A l a s k a n  wood  p r o ­
d u c t s  m u s t  be  a d d r e s s e d  a t  t h e  t o p ,  d u r i n g  t h e  p l a n n i n g  p r o c e s s .  
T h r e e  s p e c i f i c  e x a m p l e s  o f  t h i s  p r e j u d i c e  c a n  b e  s e e n  i n  t h e  
f o l l o w i n g  e x a m p l e s :

1 )  I n  1 9 8 6 ,  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  i s s u e d  b i d
r e q u e s t s  f o r  5 0  p a r k  p r o j e c t s  r e q u i r i n g  b e tw e e n  $ 2 , 0 0 0  
and  $ 5 0 , 0 0 0  o f  r o u g h  c u t  t i m b e r s  e a c h .  T h e  s p e c i f i c a ­
t i o n s  c a l l e d  f o r  o u t s i d e  wood  s p e c i e s .

2 )  A n c h o r a g e  S c h o o l  D i s t r i c t  -  d o e s  n o t  i n c l u d e  o n e  A l a s k a
wood  s p e c i e s  i n  t h e i r  i n v i t a t i o n  f o r  b i d  f o r  l u m b e r  f o r
s h o p  p u r p o s e s .

3 )  K e n a i  P e n i n s u l a  B o r o u g h  -  B i d  d o c u m e n t s  f o r  C h a k o k  and  
D o r o t h y  R o ad  B r i d g e s  s p e c i f y  c o a s t  r e g i o n  D o u g l a s  F i r .  
B i d  d a t e ,  M a r c h  1 6 ,  1 9 8 7 .  $ 2 5 , 0 0 0  l o s t  r e v e n u e s  t o
A l a s k a n  s u p p l i e r s .

T h e  l e g i s l a t u r e  e x p r e s s e d  i t s  s u p p o r t  o f  l o c a l  p r o d u c t s  by
p a s s i n g  an Amendmen t  t o  A . S .  S e c t i o n  3 6 . 1 5 . 0 1 0  -  0 2 0 .  ( S e e
a t t a c h e d  E x h i b i t  D ) . W h i l e  t h i s  i s  a g o o d  l a w ,  t h e  i n t e n t  h a s  
n o t  b e e n  i m p l e m e n t e d ,  and  w i t h o u t  e n f o r c e m e n t ,  i t  i s  m e r e l y  em p ty  
w o r d s .
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W h i l e  a s p i r i t  o f  o p e n  c o o p e r a t i o n  b e tw e e n  l e g i s l a t i v e  i n t e n t  and  
i m p l e m e n t a t i o n  o f  t h i s  i n t e n t  by  a l l  a g e n c i e s  w o u l d  s e r v e  t o  
s t r e n g t h e n  t h e  s t a t e ,  i t  i s  a p p a r e n t  t h a t  t h e  e n t i t i e s  i n v o l v e d  
r e q u i r e  s p e c i f i c  d i r e c t i o n  and  r e g u l a t i o n  b e f o r e  t h e y  w i l l  c o m p l y  
w i t h  s t a t e  l a w .

A l l  a g e n c i e s ,  i n c l u d i n g  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e ,  m u s t  b e  
a c c o u n t a b l e  t o  t h e  s t a t e  f o r  c o m p l i a n c e  w i t h  s t a t e  l a w ,  when  
r e c e i v i n g  p u b l i c  g r a n t  f u n d s  f o r  p r o j e c t s .  T h e  r e g u l a t i o n s  
c o v e r i n g  t h e  u s e  o f  l o c a l  f o r e s t  p r o d u c t s  m u s t  h a v e  s ome  t e e t h  
i n  t h e m ,  t h a t  w i l l  f u r t h e r  e n f o r c e m e n t .  One way t o  e n s u r e  t h a t  
g r a n t  r e c i p i e n t s  p u r c n a s e  A l a s k a n  p r o d u c t s  and  c o m p l y  w i t h  s t a t e  
l aw  w o u l d  b e  t o  p r e p a r e  t h e  c o n t r a c t s  s o  t h a t  g r a n t  m oney  c o u l d  
be  w i t h h e l d  i f  t h e  e n t i t y  d i d  n o t  f o l l o w  c o n t r a c t  p r o v i s i o n s .

A t  t h i s  t i m e ,  t h e  i n t e n t i o n  i s  n o t  c l e a r  c u t  i n  t h e  l a w ,  and  i s  
t o o  o p e n  t o  i n t e r p r e t a t i o n .  I  h a v e  e n c l o s e d  a memorandum  ( s e e  
E x h i b i t  E )  f r o m  t h e  M a t a n u s k a - S u s i t n a  B o r o u g h  a t t o r n e y ,  o f f e r i n g  
a l e g a l  o p i n i o n  on  t h i s  l a w ,  w h i c h  i n d i c a t e s  t h a t  t h e y  a r e  n o t  
l e g a l l y  b o un d  t o  t h e  l a w .  A c c o r d i n g  t o  h i s  o p i n i o n ,  o n c e  t h e  
s t a t e  t u r n s  money  o v e r  t o  a l o c a l  g o v e r n m e n t ,  t h e  s t a t e  h a s  n o  
f u r t h e r  c o n t r o l  o v e r  t h e  f u n d s ,  d e s p i t e  p r o v i s i o n s  i n  m o s t  g r a n t s  
t h a t  r e q u i r e  t h e  l o c a l  g o v e r n m e n t s  t o  f o l l o w  s t a t e  l a w s .  P a g e  3 
o f  t h e  4  p a g e  S t a n d a r d  A g r e e m e n t  Form f o r  M u n i c i p a l  G r a n t s ,  i s  
d e v o t e d  e n t i r e l y  t o  t h e  a d h e r e n c e  o f  g r a n t  r e c i p i e n t s  w i t h  S t a t e  
l a w ,  y e t  a s  I  h a v e  i l l u s t r a t e d ,  t h i s  i s  n o t  b e i n g  a c c o m p l i s h e d .

I  s t r o n g l y  u r g e  y o u r  s u p p o r t  o f  A l a s k a n  p r o d u c t s  b y  w h a t e v e r  
means  n e c e s s a r y  -  b e  i t  t i g h t e r  l e g i s l a t i o n  t o  r e q u i r e  r e c i p i e n t s  
o f  s t a t e  f u n d s  t o  b u y  A l a s k a n ,  o r  by  g i v i n g  s t r o n g  d i r e c t i o n  t o  
t h e  g o v e r n m e n t  a g e n c i e s  c h a r g e d  w i t h  o v e r s e e i n g  s t a t e  f u n d s .

c c :  A l l  S e n a t o r s
A l l  R e p r e s e n t a t i v e s  
C o m m i s s i o n e r  G a r r e y  P e s k a  
C o m m i s s i o n e r  J .  A n t h o n y  S m i t h  
C o m m i s s i o n e r  J u d i t h  A .  B r a d y  
C o m m i s s i o n e r  M a r k  S .  H i c k e y
J o h n  G a l e a ,  D i r e c t o r ,  A l a s k a  L o g g e r s  A s s o c i a t i o n

Respectfully submitted, 

VALLEY'' SAWMILL

G r e g / ^ e l l
P r e s i d e n t
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M r .  J im  B a r n e t t
M u n i c i p a l  A s s em b ly
P . O .  B ox  1 9 6 6 5 0
A n c h o r a g e ,  A l a s k a  9 9 5 1 9 - 6 6 5 0

D e a r  J im :

T h r o u g h o u t  t h e  p a s t  y e a r ,  t h e  l o c a l  f o r e s t  p r o d u c t s  i n d u s t r y  h a s  
b e e n  w o r k i n g  w i t h  t h e  M u n i c i p a l i t y  o f  A n c h o r a g e  t o  e n c o u r a g e  t h e  
u s e  o f  l o c a l l y  p r o d u c e d  and  m a n u f a c t u r e d  wood p r o d u c t s  i n  a 
v a r i e t y  o f  m u n i c i p a l  p r o j e c t s .  A l t h o u g h  t h e  r e s p o n s e  h a s  n o t  
b e e n  e n t i r e l y  n e g a t i v e ,  i n  a l m o s t  e v e r y  c a s e  some f o r m  o f  b a r r i e r  
h a s  a r i s e n / o r  b e en  c r e a t e d  t h a t  e i t h e r  s p e c i f i c a l l y  e x c l u d e s  o r  
s t r o n g l y  d i s c o u r a g e s  t h e  u s e  o f  l o c a l  wood p r o d u c t s .  We h a v e  n o t  
a s k e d  f o r  any  s u b s i d i e s ,  o n l y  t h a t  t h e  M u n i c i p a l i t y  s u p p o r t  l o c a l  
i n d u s t r y  t h r o u g h  t h e  p u r c h a s e  o f  p r o d u c t s  t h a t  a r e  e q u a l  i n  
q u a l i t y ,  c o m p e t i t i v e l y  p r i c e d  and  l o c a l l y  m a n u f a c t u r e d .

T h e  E k l u t n a  W a t e r  P r o j e c t  (EWP )  i s  a p r im e  e x a m p l e  o f  t h e  e x t e n t  
o f  o u r  e f f o r t s .  We f e l t  t h a t  t h e  W a t e r  D i v i s i o n  T u n n e l  p o r t i o n  
o f  t h e  E .W . P .  w o u l d  m esh  w e l l  w i t h  t h e  p r e s e n t  c a p a b i l i t i e s  o f  
o u r  i n d u s t r y .  S p e c i f i c a l l y ,  i t  c a l l e d  f o r  6 8 , 0 0 0  p i e c e s ,  4 "  x 6 ” 
x 4 1 t i m b e r s ;  o v e r  o n e  h a l f  m i l l i o n  b o a r d  f t .  T h r o u g h  v a r i o u s  
M u n i c i p a l  c h a n n e l s ,  we s t r e s s e d  t h e  i m p o r t a n c e  o f  k e e p i n g  l o c a l  
d o l l a r s  w i t h i n  o u r  e c o n o m i c  s y s t e m  t o  m a x im i z e  t h e i r  b e n e f i t ,  a n d  
s t i l l  a l m o s t  n o  l o c a l  wood  h a s  b e e n  u s e d .

T h e  f o l l o w i n g  r e v i e w s  t h e  k e y  e v e n t s  r e g a r d i n g  t h e  E . W . P . :

° I n  D e c em b e r  o f  1 9 8 5 ,  I  c o n t a c t e d  M u n i c i p a l  o f f i c i a l s ,  p o i n t e d  
o u t  t h e  e x i s t e n c e  o f  AS 3 6 . 1 5 . 0 1 0  -  0 2 0  ( s e e  a t t a c h e d )  an d  
r e q u e s t e d  c o m p l i a n c e .

° M . O . A . ' s  r e s p o n s e  was r e s i s t i v e ,  b u t  membe rs  o f  t h e  l e g i s l a t u r e  
and  t h e  G o v e r n o r  p u s h e d  f o r  c o m p l i a n c e  and d e m o n s t r a t e d  s u p p o r t  
by  t h e  a d o p t i o n  o f  SB 3 7 1 ,  E x e c u t i v e  O r d e r  8 7 ,  e t c .

° T h e s e  p r o m p t e d  t h e  A p r i l  1 6 ,  1 9 8 6  l e t t e r  by  C h a r l e y  B r y a n t ,  
S p e c i a l  P r o j e c t s  M a n a g e r  a t  A n c h o r a g e  W a t e r  and  W a s t e w a t e r  U t i ­
l i t y  A .W .W .U .  w h i c h  o u t l i n e d  t h e  M u n i c i p a l i t y ' s  p o s i t i o n  o f  
c o m p l i a n c e  w i t h  AS 3 6 . 1 5 . 0 1 0  -  0 2 0  and  made s p e c i a l  a s s u r a n c e s  
t h a t  t h e s e  s t a t u t e s  w o u l d  b e  a d h e r e d  t o  on a l l  A .W .W .U .  
p r o j e c t s .

“ On May 1 ,  1 9 8 6 ,  t h e  t u n n e l  c o n t r a c t o r ,  F r a n k  C o l l u c c i o  
C o n s t r u c t i o n  Company i n f o r m e d  E . W . P .  t h a t  t h e y  i n t e n d e d  t o  u s e  
o n l y  s e l e c t  D o u g l a s  F i r  an d  O ak  a s  l o g g i n g  b e c a u s e ,  i n  t h e i r  
o p i n i o n ,  A l a s k a n  wood p r o d u c t s  w o u l d  n o t  m e e t  t h e  s t r u c t u r a l  
s t r e n g t h  r e q u i r e m e n t s .

V 6231 Old Seward Hwy. Anchorage, AK 99502 563-3436 J
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° 0 n  J u n e  2 0 ,  1 9 8 6 ,  t h e  l o c a l  f o r e s t  p r o d u c t s  i n d u s t r y  c o n s u l t e d  
w i t h  e x p e r t s  i n  wood s t r e n g t h  a n a l y s i s  a t  t h e  U . S .  F o r e s t  
S e r v i c e  T e s t  L a b  in  M i s s o l a ,  MT. T h e s e  e x p e r t s  n o t e d  o n l y  
s l i g h t  d i f f e r e n c e s  i n  t h e  s t r e n g t h  c h a r a c t e r i s t i c s  o f  D o u g l a s  
F i r  v e r s u s  A l a s k a n  S p r u c e .  T h e y  a l s o  e x p r e s s e d  c o n f i d e n c e  t h a t  
A l a s k a n  S p r u c e  w o u ld  m e e t  o r  e x c e e d  t h e  d e s i g n  c r i t e r i a  f o r  t h i s  
p r o j e c t .

°On  S e p t e m b e r  1 2 ,  1 9 8 6 ,  t h e  c o n t r a c t o r  made t h e  v a l u e  j u d g m e n t  
t h a t  l o c a l  p r o d u c t  w o u ld  n o t  m e e t  t h e  d e s i g n  c r i t e r i a  and  t h a t  
he  w o u l d  u s e  m a t e r i a l  f r om  o u t s i d e  o u r  s t a t e .

j
° 0 n  S e p t e m b e r  1 5 ,  1 9 8 6 ,  D o u g l a s  F i r  l o g g i n g  m a t e r i a l  a r r i v e s  a t  

t h e  c o n s t r u c t i o n  s i t e  and i s  c o m p r i s e d  o f  a p p r o x i m a t e l y  2U% #1  
o r  b e t t e r ,  40% #2  and 40% #3  o r  p o o r e r .  In  e f f e c t  40% o f  t h e  
m a t e r i a l  on  s i t e  d o e s  n o t  m e e t  t h e  c o n t r a c t o r ' s  own d e s i g n  c r i ­
t e r i a  .

° I n  O c t o b e r ,  M ee t  w i t h  A .W .W .U .  o f f i c i a l s  and i n f o r m e d  t h a t  t h e y  
a r e  p o w e r l e s s  t o  e n f o r c e  A S . 3 6 . 1 5 . 0 1 0  -  0 2 0 ,  and  a r e  c o n c e r n e d  
w i t h  p o s s i b l e  d e l a y s  in  c o n s t r u c t i o n .  H o w e v e r ,  a s s u r a n c e s  a r e  
made  t h a t  t h e y  make e v e r y  e f f o r t  t o  i n c o r p o r a t e  A l a s k a n  f o r e s t  
p r o d u c t s  i n  t h e  P T .  W o r o n z o f  O u t  F a l l  E x t e n s i o n  P r o j e c t  t u n n e l .

T h r o u g h o u t  t h e s e  d i s c u s s i o n s  two i s s u e s  h a v e  s u r f a c e d  a s  
r a t i o n a l e  f o r  n o t  u t i l i z i n g  l o c a l  f o r e s t  p r o d u c t s .

1 )  S t r u c t u r a l  s u i t a b i l i t y
2 )  C o s t

E n c l o s e d  p l e a s e  f i n d  A t t a c h m e n t  1 ,  w h i c h  i n c l u d e s  t h e  c o v e r  
l e t t e r  and  p e r t i n e n t  f i n d i n g s  o f  A l a s k a  T e s t  l a b ,  w h i c h  c o n d u c t e d  
c o m p r e h e n s i v e  t e s t s  on l o c a l  wood s t r e n g t h s .  T h e i r  f i n d i n g s  s h ow  
t h a t  tw o  o f  t h e  t h r e e  A l a s k a  s p e c i e s  t e s t e d  e x c e e d  D o u g l a s  F i r  i n  
s t r e n g t h  and  t h e  S i t k a  S p r u c e  t e s t e d  a t  9 5% .

W i t h  r e g a r d s  t o  c o s t  c o m p e t i t i v e n e s s ,  A .W .W .U .  made a r e c e n t  c o s t  
c o m p a r i s o n  f o r  t h e  u p c om in g  P T .  W o r o n z o f  p r o j e c t .  T he  c o n t r a c ­
t o r ,  a g a i n  F r a n k  C o l l u c c i o  C o n s t r u c t i o n  C om pany ,  h a s  a q u o t e  o f  
$ 2 9 5 . 0 U / 1 , 0 0 0  b d .  f t .  f r o m  a l o w e r  f o r t y - e i g h t  s u p p l i e r .  L o c a l  
s u p p l i e r s  e s t i m a t e s  r a n g e  f r om  $ 4 5 0 . UU t o  $ 5 0 5 . 0 0  p e r  1 , 0 0 0  b d . 
f t .  T h e r e  a r e  s e v e r a l  r e a s o n s  f o r  t h e  d i s p a r i t y  i n  c o s t :

“ L o c a l  s u p p l i e r s  w o u ld  be  r e q u i r e d  t o  make d e l i v e r y  in  t h r e e  t o  
f o u r  w e e k s .  The  o u t s i d e  s u p p l i e r  h a d  an a p p r o x i m a t e  6 m on t h  
l e a d  t i m e .
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“ T h i s  s h o r t  l e a d  t im e  r e q u i r e d  t h e  l o c a l  i n d u s t r y  t o  c o m m i t  t o  a 
b a r g e  l o a d  s h i p m e n t  o f  l o g s  f r o m  A f o g n a k  I s l a n d  in  o r d e r  t o  
i n s u r e  t h e  n e c e s s a r y  v o l u m e  and  a v o i d  d e l a y s  i n  s u p p l y i n g  a p r o ­
j e c t  o f  t h i s  s i z e ,  b a r g e  o p e r a t i o n s  i n v o l v i n g  l o g s  h a v e  n o t  
b e e n  a t t e m p t e d  t h r o u g h  t h e  P o r t  o f  A n c h o r a g e ,  s o  i n i t i a l  s t a r t  
u p  c o s t s  and  t h e  s h o r t  t im e  f r a m e  a d d e d  t o  t h e  o v e r a l l  c o s t .

° T h e  p r i o r  s h i p m e n t  o f  l o g g i n g  m a t e r i a l  t o  t h e  E .W . P .  was  
c o m p r i s e d  o f  40% number  t h r e e  o r  p o o r e r  m a t e r i a l .  I f  t h e  P t .  
W o r o n z o f  s h i p m e n t  i n c l u d e s  a s i m i l a r  p r o p o r t i o n  o f  s u b s t a n d a r d  
w o o d ,  t h e n  t h i s  i s  r e f l e c t e d  i n  an a r t i f i c i a l l y  l ow  p r i c e .

" M a n u f a c t u r e  c o s t  a r e  g r e a t e r  d u r i n g  c o l d - w i n t e r  m o n t h s .  I f  t h e  
l o c a l  i n d u s t r y  b e en  a f f o r d e d  t h e  s am e  p r o d u c t i o n  t im e  f r a m e  
t h e s e  p r o d u c t i o n  p r o b l e m s  and  c o s t s  c o u l d  h a v e  b e en  
s u b s t a n t i a l l y  m i n i m i z e d .

" S h o r t  t im e  f r am e  w ou l d  r e q u i r e  o v e r t i m e  w o rk  t o  m e e t  t h e  
d e l i v e r y  s c h e d u l e .

W i t h  A l a s k a ' s  e c on om y  in  a t a i l s p i n ,  we f e e l  t h a t  l o c a l  g o v e r n ­
m e n t  s h o u l d  b e come  more  a t t e n t i v e  t o  s u p p o r t i n g  A l a s k a ' s  b a s i c  
i n d u s t r i e s .  I n s t e a d  o f  c r e a t i n g  b a r r i e r s  t h a t  d i s c o u r a g e  o r  
e x c l u d e  l o c a l  p r o d u c t s ,  t h e  M u n i c i p a l i t y  s h o u l d  t a k e  s t e p s  t o  
p r o m o t e  t h e i r  u s e .  The l e v e l  o f  e f f o r t  and i n p u t  t h a t  t h e  E . W . P .  
h a s  r e c e i v e d ,  and s t i l l  a l m o s t  no  l o c a l  p r o d u c t s  w e re  u s e d ,  i s  
r i d i c u l o u s .  We n e e d  t o  p l a c e  much  m o r e  e m p h a s i s  on  t h e  
i m p o r t a n c e  o f  i n c o r p o r a t i o n  o f  t h e s e  p r o d u c t s  and t h e  n e e d  t o  
f o s t e r  a c l i m a t e  t h a t  r e m o v e s  b a r r i e r s  i n s t e a d  c r e a t i n g  t h e m .

We u r g e  y o u  t o  s e n d  a s t r o n g  m e s s a g e  t o  a l l  M u n i c i p a l  d e p a r t m e n t s  
t h a t  l o c a l  i n d u s t r i e s  n eed  t h e i r  s u p p o r t .  T h e  S t a t e  o f  A l a s k a  
h a s  a d o p t e d  SB 3 4 1 ,  w h i c h  c a l l s  f o r  a 15% p r e f e r e n c e ,  a s  a s t e p  
t o w a r d  d e v e l o p i n g  a s t r o n g  and  p r o s p e r o u s  e c o n o m i c  b a s e .  I n  
a d d i t i o n ,  A l a s k a  S t a t u t e ,  S e c t i o n  3 b . 1 5 . OIL), a d o p t e d  in  1 9 4 9  ( S e e  
A t t a c h m e n t  2 ) ,  was amended  and  c l a r i f i e d  in  1 9 8 6 .

We f e e l  t h a t  t h e  A n c h o r a g e  A s s e m b l y  c a n  t a k e  e f f e c t i v e  s t e p s  
t o w a r d  t h i s  s t a t e  w id e  g o a l  by a d o p t i n g  an o r d i n a n c e  m o d e l e d  
a f t e r  SB  3 4 1 .  T h i s  w i l l  a s s u r e  t h a t  j o b s  w i l l  b e  c r e a t e d  and  
r e t a i n e d  in  A l a s k a .  I f  f o r e s t  p r o d u c t s  a r e  p u r c h a s e d  f r o m  o u t ­
s i d e  t h e  S t a t e ,  we a r e  s i m p l y  g e n e r a t i n g  and r e t a i n i n g  j o b s  
s o m e w h e r e  e l s e ,  s u c h  a s  O r e g o n ,  W a s h i n g t o n  o r  C a n a d a .  L e t ' s  k e e p  
t h e  j o b s  h e r e  in  A l a s k a  by b u y i n g  l o c a l l y  g r ow n  and p r o d u c e d  
f o r e s t  p r o d u c t s .  T h a t  i s  a s o u n d  i n v e s t m e n t  f o r  t h e  M . O . A . ,  t o  
a s s u r e  a s t a b l e  and  s t r o n g  e c o n o m y  n ow ,  and i n  y e a r s  t o  c o m e .

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

G r e g  B e l l  
P r e s i d e n t
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Wholesale Forest Products
MATHEUS LUMBER COMPANY, INC.
P.O. Box 3058 
8505-131 si Avenue NE 
Kirkland, WA 98083

(206) 284-7500 
TELEX 3 2 -n io

November 12, 1986

Mr. Wayne Moses
Coluccio Construction Company
9600 Martin Luther King Way S.
Seattle, Wa. 98108

Dear Wayne:

In response to your questions concerning the feasibility of using Alaskan Paper 
Birch as lagging for your Eklutna tunnelling operation.

Research has moved this writer to contact the National Hardwood Lumber Association 
(NHLA), in Memphis, Tennessee, concerning the appropriate properties: strength, bend­
ing, modulars of elasticity, compression, etc. Mr. Allen Med!in, General Manager, ad­
vised me that the Hardwood Association has not done any engineering studies since 
some time in the 1940's and that any pertinent information could be found in a U.S. 
Department of Agriculture Forest Products Laboratory Wood Handbook ?72. We have refer­
red to this and attached for your information copies of the general description, as 
well as comparative properties. (See enclosure). As you can see, the comparison, based 
on green (sptcific gravity) shows a consistent lessor relationship between Douglas Fir 
(Coast) and Birch (Paper), except the last two columns.

Having absorbed this I moved on to the University of Washington and talked to Dr. Ben 
Bryant who verified that, to the best of his knowledge, there was no national associa­
tion connected with the manufacture of any of the Alaskan Hardwood species.

More importantly, Dr. Bryant reminded me that all strength property charts were assess­
ed from computations based on a common norm, i.e., the wood piece is to be clear, dry 
and straight grained and that all grading rules are based on values over and above the 
known defects.

The two major defects of strength are angle of grain and knot configuration. As such 
Paper Birch is not known as a straight grained specie and size basically forbids its 
being cut in any quantity for use commercially in construction. There are NO stress 
grades established by a known association for Paper Birch as far as I know.

As suggested by Mr. Bill Tomkinson of G.W. Martin, one of Canada's premier hardwood 
producers, Paper Birch is only fourth from the bottom of the hardwood chain as pertains 
to strength characteristics.

You might want to verify from the potential suppliers if they have any proof that a 
known association has developed guaranteed strength properties for the use (i.e-, size

Continued Page Two
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November 12, 1986
Mr. Wayne Moses
Coluccio Construction Company

length) intended plus an absolute responsible contract for delivery-always to be at 
an acceptable price. p

Please advise if I can be of any further help in this matter.

Matheus Lumber Company

Enclosures



MUNICIPALITY OF ANC
ASSEM BLY  MEMORANDUM '

N o -------------

Meeting Date:
From :

Sub je c t : Mayo r
A l a s k a  Wood P r e f e r e n c e / P o i n t  W o r o n z o f  T u n n e l

B a s e d  on  a r e q u e s t  f r o m  A s s e m b l y m a n ,  J im  B a r r e t t ,  t h e  A n c h o r a g e  
W a t e r  & W a s t e w a t e r  U t i l i t y  o f f e r s  t h e  f o l l o w i n g  i n f o r m a t i o n  on
why A l a s k a  f o r e s t  p o d u c t s  w e r e  n o t  s p e c i f i e d  i n  t h e  P o i n t
W o r o n z o f  b i d  d o c u m e n t s  s i n c e  S t a t e  s t a t u t e s  r e q u i r e  t h e  u s e  o f  
A l a s k a  f o r e s t  p r o d u c t s  when p r a c t i c a b l e .
T h e  P o i n t  W o r o n z o f  E x p a n s i o n  P r o j e c t  h a s  b e e n  u n d e r  way  s i n c e  
d e s i g n  i n c e p t i o n  d u r i n g  t h e  summer o f  1 9 8 3 .  T he  p r o j e c t  i s  
s c h e d u l e d  f o r  c o m p l e t i o n  i n  O c t o b e r ,  1 9 8 7 .
T h e  t o t a l  p r o j e c t ,  c o m p r i s e d  o f  s i x  p h a s e s ,  h a s  r e c e i v e d  o v e r  
$ 2 6 , 0 0 0 , 0 0 0  ( m i l l i o n )  d o l l a r s  t o  d a t e  o f  F e d e r a l  EPA f u n d i n g .
T h e  a m o u n t  e q u a t e s  t o  a b o u t  75% o f  t h e  t o t a l  c o s t .  P h a s e  V i s  a
2 , 7 0 0  f o o t  e f f l u e n t  t u n n e l .
AWWU h a s  b e e n  s u c c e s s f u l  i n  o b t a i n i n g  EPA f u n d i n g  b y  c o m p l y i n g  
w i t h  EPA g r a n t  g u i d e l i n e s .  EPA and  DEC o f f i c i a l s  h a v e  a d v i s e d  
t h a t  AWWU c o u l d  l o s e  g r a n t  e l i g i b i l i t y  i f  we s p e c i f i e d  a s p e c i f i c

 p r o d u c t .  The l o s s  c o u l d  am o u n t  t o  a b o u t  $ 2 6 2 , 5 0 0  w h i c h  i s  t h e
a p p r o x i m a t e  c o s t  g i v e n  by  o n e  o f  t h e  l o c a l  l u m b e r  f i r m s .

. .. D e s p i t e  t h i s  p o t e n t i a l ,  . l o s s . , .  AWWU_,_on O c t o b e r  3 1 ,  1 9 8 6 ,  r e q u e s t e d  
p r o p o s a l s  f r om  t h e  c o n t r a c t o r  t o  u s e  100% A l a s k a  w ood  i n  t h e  
P o i n t  .W o r o n z o f  t u n n e l  . . . i n i t i a l  s u p p o r t  s y s t e m .

 The _  c o n t r a c t o r  r e q u e s t e d  p r i c e s  f r o m  t h e  W r a n g e l l  F o r e s t  P r o d u c t s
L T D ,  o n e  o f  t h e  l a r g e s t  m i l l s  i n  A l a s k a .  We w e r e  i n f o r m e d  b y  a 
l e t t e r , d a t e d  N o y e m b e r _ 4 ,  1 9 8 6 , t h a t  t h e  m i l l  c o u l d  n o t  p r o v i d e  

. t h e  r e q u i r e d  t i m b e r  w i t h i n  t h e  n e x t  s i x  m o n t h s .  T h i s  m i l l  
p r o d u c e s  w e s t e r n - h e m l o c k  w h i c h  c a n  p o s s i b l y  m e e t  t h e  c o n t r a c t o r ' s  
s p e c i f i c a t i o n s  f o r  s t r e n g t h .  A d d i t i o n a l l y ,  t h e  c o n t r a c t o r  
s o l i c i t e d  p r o p o s a l s  f r o m  The  V a l l e y  Saw M i l l  a n d  T r a p p e r  C r e e k  
T i m b e r  P r o d u c t s ,  I n c .
P r e l i m i n a r y  i n d i c a t i o n s  a r e  t h a t  t h e  l o c a l  a v a i l a b l e  w o o d ,  s p r u c e  
a n d / o r  _ b i r c h ,  w i l l  _ n o t  m e e t  t h e  c o n t r a c t o r ' s  s t r e n g t h  

• r e q u i r e m e n t s .  The  d e l i v e r e d  c o s t  i s  p r o h i b i t i v e .  T h i s  m a k e s  t h e  
u s e  o f  A l a s k a  wood i n  t h e  t u n n e l  n o n - p r a c t i c a b l e .

• • D o u g l a s  f i r  w h i c h '  m e e t s  t h e  c o n t r a c t o r ' s  s p e c i f i c a t i o n s  a n d  i s  
——  p r o c e s s e d  - i n  t h e  N o r t h w e s t —w i l l — c o s t - $ 2 9 6 / 1 0 0 0  - BF d e l i v e r e d  t o  

t h e  P o i n t  W o r o n z o f  j o b  s i t e .  P r e l i m i n a r y  i n d i c a t i o n s  a r e  t h a t  
 w o o d  p r o d u c e d  in. A l a s k a  w i l l  c o s t . a b o u t  - $ 5 2 5 / 1 0 0 0  B F .  T h e  w o o d
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w i l l  b e  u s e d  f o r  t i m b e r  l a g g i n g  i n  t h e  i n i t i a l  s u p p o r t  s y s t e m  f o r  
t h e  t u n n e l .
T h e s e  t i m b e r s  m u s t  b e  a b l e  t o  w i t h s t a n d  t h e  s u r r o u n d i n g  e a r t h  
l o a d s  a n d  m o re  i m p o r t a n t l y ,  b e  a b l e  t o  w i t h s t a n d  t h e  c o m p r e s s i v e  
f o r c e  g e n e r a t e d  b y  t h e  t u n n e l  b o r i n g  m a c h i n e  (TBM )  w h i c h  c a n  
p r o d u c e  i n  e x c e s s  o f  1 . 5  m i l l i o n  p o u n d s  o f  t h r u s t  i n  o r d e r  t o
move  t h e  TPM f o r w a r d .
O u r  i n f o r m a t i o n  i n d i c a t e s  t h a t  d o u g l a s  f i r  and  o a k  a r e  t h e  o n l y  
s p e c i e s  o f  wood  u s e d  i n  t h e  n o r t h w e s t e r n  U n i t e d  S t a t e s  t u n n e l s
b e c a u s e  o f  t h e  d e m a n d i n g  s t r e n g t h  r e q u i r e m e n t s .  A d d i t i o n a l l y ,
t h e  c o n t r a c t o r  i s  s o l e l y  r e s p o n s i b l e  f o r  t h e  d e s i g n  a n d  
c o n s t r u c t i o n  o f  t h e  t u n n e l  i n i t i a l  s u p p o r t  s y s t e m ,  a n d  t h e  s a f e t y  
o f  t h e  t u n n e l .

Tin s um m a ry ,  i t  d o e s  n e t  a p p e a r  t o  b e  p r a c t i c a b l e  t o  u s e  A l a s k a  
w ood  f o r  ' t h e  t u n n e l  i n i t i a l  s u p p o r t  s y s t e m .  T h e  c o s t  i s
p r o h i b i t i v e  a n d  t h e  r e p s o n s i b i l i t y  f o r  s a f e t y  m u s t  r e m a i n  s o l e y  
w i t h  t h e  c o n t r a c t o r .

P r e p a r e d  b y :

-  • A c t i n g  G e n e r a l  M a n a g e r
- - -  A n c h o r a g e  W a t e r  & W a s t e w a t e r  U t i l i t y

R e s p e c t f u l l y  s u b m i t t e d :  C o n c u r :

T o n y  K n o w l e s  
M a y o r

R p b e r t  E .  S m i t h  
M u n i c i p a l  M an a g e r
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©  Alaska Testlab
4040 " B ” Street Anchorage, Alaska 99503 Telephone (907) 562-2000

December 19, 1986 
W.O. IA23279

Mat-Su Loggers Association 
c/o Valley Sawmill 
6231 Old Seward Highway 
Anchorage, AK 99502

Attention:

Project:
i

S u b j e c t : 

Gentlemen:

Greg Bell

Local Wood Strengths 

Test Results

At Greg Bell's request, Alaska Testlab tested the c o m p r e s­
sive strengths and flexural strengths of local w o o d  and 
Douglas-Fir. This wood was tested essentially in a c c o r d a n c e  
with ASTM 0-143. The local woods tested were: Sitka Spruce, 
White Spruce, and Birch. These test results were c o m p a r e d  
to second growth Douglas-Fir.

Greg Beil delivered to Alaska Testlab all the wood tested 
for this project. It is our understanding that the local 
wood was all processed at the Valley Sawmill and the 
Douglas-Fir was purchased from a local lumber yard. We were 
not involved in the sampling process.

As per ASTM D - 143, Section 5 ̂  through Section 62, all the 
test specimens tested for compression parallel to gr a i n  were 
2" X 2" X 8" in size. These specimens were first loaded in 
our triaxial shear device. This is comprised of a Geotest 
loading frame attached to a Hewlett-Packard Model HP9121 
computer through a load cell. The test s p e c i m e n s  w e r e  then 
loaded at a continuous rate of 0.003 in/in/min., (0.024 
in/min.) We continued to load the test s p e c i m e n s  at this 
rate until a load of 1 0,000 to 12,000 lbf., was reached. 
During this time the deformation associated with the d i f f e r­
ent loads were recorded. With this information the stress- 
strain curves were developed. The modulus of e l a s t i c i t y  
parallel to the grain of the wood was d e t e r m i n e d  by tne 
slope of the stress-strain curve. The maxi mum load that our 
triaxial load machine will handle is 10,000 to 12,000 lbf. 
These test specimens were still in the e l astic range while



m

M a t - S u  L og ge rs  A s s o c i a t i o n  
c / o Valley Sa wm ill  
G r e g  Bell 
D e c e m b e r  19, 1986 
P a g e  2

under this load. After this initial loading, these s p e c i - 
•mens were loaded to failure in compression parallel to the 
wood grain with our Forney 400,000 lbf., c"> r e s s i o n  
machine. This determined the maximum compressive s t r e n g t h  
parallel to the grain of this wood.

The flexural strengths of these wood specimens were t e sted 
essentially in accordance with ASTM D-143, S e c t i o n  hi 
through Section 54. The test specimen size was
2" X 2" X 30". These specimens were tested as a simple b e a m  
expanding over a 28.5 inch span with a point load c o n c e n­
trated at the center of the span. The deformation o f  the 
center point load was at a rate of 0.10 in/min. This rate 
of deformation continued until the failure of the beam. 
From this test, the stress-defor(nation curve was d e v e l o p e d .  
The maximum flexural stress of the wood fiber was o b t a i n e d  
through this test as well as the modulus of elasticity p e r­
pendicular to the grain of this wood. The moisture of each 
of these test specimens was estimated with a D e l m h o r s t  
moisture meter.

The test results are on the attached figures. Wood is a 
nonisotopic substance. This explains why the modul. us of 
elasticity is 7 to 8 times greater in flexural b e n d i n g  p e r­
pendicular to the grain than it is in compression p a r a l l e l  
to grain. These test results indicate that c o m p r e s s i v e  
strengths and flexural strengths of local Sitka S p r u c e  are 
slightly less than that of Douglas-Fir. The c o m p r e s s i v e  
strengths and flexural strengths of local Birch and W h i t e  
Spruce are greater than those strengths in the D o u g l a s - T i r .

If you have any questions regarding this matter, please feel 
free to cont act u s .

Sincerely yours

ALASKA TESTLAB

Materials Engineer

APPROVED:

M e l v i n  R. Nichols, P.E 
P r e s i d e n t

MRN:GL : p o k



M m  jam **** :jgm *i .issa v®sa’ usrii .cssa jkss, jeSi jsh l JGB& iHfflj 0 3  JW. J®  S 3
• r

9
) Alaska Testlab /

M O D U L U S  OF E L A S T I C I T Y  AND  M A X I M U M  C O M P R E S S I V E  S T R E N G T H  P A R A L L E L  TO G R A I N

Wo o d
Type

M o i s t u r e
C o n t e n t

Test
Loar'

( l b f .)

M a x i m u m  
Coinp r es:3 i ve 
S t r e n g t h  
(p a i )

M o d u l u s  of 
E l a s t i c i t y  
P a r a l l e l  to 

G r a i n  
( 1 0 0 , 0 0 0  pal)

A v e r a g e  
M a x i m u m  

Comp  resai ve 
S t r e n g t h  
( p o i )

A v e r a g e  
M o d u l u s  of 
E l a s t i c i t y  

P a r a l l e l  to 
G r a in  

( 1 00 ,00 0 p a l )

P e r c e n t  
o f

D o u g l a s - F i r
S t r e n g t h

Sitka S p r u c e 15*
17*
19%
19%
2 2%
25%

1 2000 
1 44 7 5 
1 3000 
1 1000 
1 3200 
1 3500

3200 
3620 
3250 
27 50 
3300 
3300

2 . 0 0  
2 . 1 0  

2. 1 6 
1 . 59 
2 . 3 9  
2.35

3250 2.13

i

95%

1

B i r ch 15%
17%

2 2 2 0 0  

1 5400

5500
3850

2.73  
2 . 1 2  

2.4 3
4700 2.43

I

130% •

fhite S p r u c e 16%
2 0 %

1 6800  
1 0500

4 200 
4630

2.31
2 . 3 9

4420 2.35
i

130% >

iou glag-Fir 17%
2 0 %
2 2 %

1 4 4 0 0  
1 4 70 0  
1 1750

36 0 0 
3600 
2940

3410 1 0 0 %
c

•

4

I

l

jj
1

i\
i
,1

.i

{
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M A X I M U M  B E N D I N G  S T R E S S  AND M O D U L U S  OE E L A S T I C I T Y  P E R P E N D I C U L A R  TO G RA IN

Alaska Testlab
* I

Wo od 
Type

M o i s t u r e
C o n t e n t

Test 
Load 

(lbf. )

M a x i m u m  
B e n d i n g  
St res,i 
(psi )

M o d u l u s  of 
E l a s t i c i t y  
P a r a l l e l  to 

G r a i n  
( M i l l i o n  psi)

A v e r a g e  
Max imum 
B e n d i n g  
St r es s  
( P 3 i )

A v e r a g e  
M o d u l u s  of 
E l a s t i c i t y  

P e r p e n d i c u l a r  
to G r ai n  

( M i l l i o n  psi)

P e r c e n t
of

D o u g l a s - F  ir 
S t r e n g t h

1itka S p r u c e 14% 1 0 1 0 5 1 5 0 1 . 5 5 41 9% 9 7 0 4 9 5 0 1 . 54
* (Less than 30% 1 0 6 0 5 4 0 0 1 . 1 4 ■
Irade If 1 not 30% 59 0 3 0 0 0 * 1 . 2 0
Jsed in • 5 2 0 0 1 . 4 1 . 95%
a v e r a g e )

B i rc h 14% 1 7 0 0 8 6 5 0 1 . 9 0
16% 1 7 0 0 07UU 2 . 2 7

8 7 0 0 2 . 1 3 158%

'hite S p r u c e 17% 1 1 1 0 5 6 5 0 1 . 6 7
2 0 % 1 1 9 0 6 0 5 0 1 . 7 1

(Both w e r e 5 9 0 0 1 . 6 9 10  7%
leas than
G r ad e If 1 ) 41

o u g l a a - F i r 2 0 % 1 0 7 0 5 5 0 0 2 . 0  5
5 5 0 0 2 . 8 5 1 0 0 %
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§ 36.15.010 P u b l i c  C o n t r a c t s  § 36.20.010
.C h ap te r 15. F o re s t P ro d u c ts  P re fe ren ce .

Sect ion Sect ion
10. U»e of local forest products required in 20. Insertion of clause in calls for bids and 

projects financed by public money in contracts

Collateral references. —  64 Am. Jur. 5§ 2, 3, 7, 10, 18; 81A C.J.S., States,
2d, Public Works and Contracts. § 94. §§ 154, 158, 161,
72 CJ.S. Supplement, Public Contracts,

Sec. 36.15.010. TJse o f local forest products required in 
projects financed by public money. In a project financed by state 
money in which the use of timber, lumber, and manufactured lumber 
products is required, only timber, lumber, and manufactured lumber 
products originating in this state from local forests shall be used 
wherever practicable. (§ 14-3-1 ACLA 1949) See 1986 Amendment

Sec. 36.15.020. Insertion o f clause in calls fo r bids and in 
contracts. A clause containing the substance of AS 36.15.010 shall be 
•inserted in all calls for bids and in a ll contracts awarded. (§ 14-3-2 
ACLA 1949)

C hap te r 20. P u rch ase s  and Supp lies.
Section

10. Preference of producers or dealers in 
Alaska

Collateral references. —  64 Am. Jur. fiS 2, 3, 7, 10, 18; 81A C.J.S., States.
2d, Public Works and Contracts,’S 94. SS 154, 158, 161.
72 CJ.S. Supplement, Public Contracts,

Sec. 36.20.010. Preference o f producers o r dealers in A laska. 
In making purchases or awarding contracts for supplies, commodities 
or materials for an office or institution of this state preference shall be 
given, whenever practicable, to producers and dealers in the state, 
price and quality being equal. (§ 14-4-2 ACLA 1949)
Cross references. —  As to preference 

for Alaska bidders under the Fiscal Proce­
dures Act, see AS 37.05.230.
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Source C h opU r  No .
HCS CSS3 57 (Fin) 16

AIi ACT

Relating to preferential use of Alaska agricultural or\
fisheries products? and providing for an effective date.

* Section 1. AS 36 is amended by adding a new chapter to read:

CHAPTER 16. PREFERENTIAL USE OF ALASKA AGRICULTURAL 

OR FISHERIES PRODUCTS.

Sec. 36.16.010. USE OF LOCAL AGRICULTURAL AND FISHERIES PRODUCTS 

REQUIRED IN PURCHASES WITH STATE MONEY. (a) When agricultural prod-' 

ucts are purchased using state money, only agricultural products 

harvested in this state shall be purchased whenever competitively 

priced, available, and of like quality compared with agricultural 

products harvested outside the state.

(b) . When fisheries products are purchased using state money, 

only fisheries products harvested or processed within the jurisdiction 

of the state shall be purchased whenever competitively priced, avail­

able, and of like quality compared with fisherier- products harvested 

or processed outside the Jurisdiction of the state.

(c) _ As used in this section, "agricultural products" includes 

timber and .lumber harvested in the state and products manufactured in 

the state from timber and lumber that has been harvested in the state.

Sec. 36.16.020. INSERTION OF CLAUSE IN CALLS FOP BIDS AND IN 

CONTRACTS. A clause containing the substance of the relevant sub­

section of AS 36.16.010 shall be inserted in all calls for bids and in 

<.11 cu-icracto awarded that involve agricultural or fisheries products.

• This Act takes effect immediately in accordance with AS 01.-

App ro v ed  by t h e  G o v e r n o r :  A p r i l  2 3 ,  1 9 8 6  
A c t u a l  E f f e c t i v e  D a c e :  A p r i l  2U . 1 9 8 6

1 0 . 0 7 0 ( c ) .
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Matanuska-Susitna Borough
BOX B. PALMER, ALASKA 99645 • PH O N E 745-480 1 

DE P A R T M E N T  O F  PUBLIC W O R K S

October 14, 1986

Valley Sawmill 

6231 Old Seward Hwy.
Anchorage, Alaska 99518}
Attention: Har k  Stearns

Gentlemen:

As you requested, I am sending a copy of the Borough A t t o r n e y’s review of 

the Alaska statute that deals with the use of wood products produced in 

Alaska on state funded projects. As I stated in our conversation, this 

is strictly a legal interpretation and is not necessarily the position 

being taken by the Matanuska-Susitna Borough. That is, we would very 

much encourage contractors to utilize materials produced within the State 

of Alaska but we don't feel that we have the legal, contractural power to 

require the purchase and utilization of Alaska wood products. This is 

especially true on projects that were bid prior to the adoption of this 

Alaska statute.

If I can be of further assistance, please don't hesitate to contact me.

Deputy Director of Buildings

CJH:nt
Enclosure



COPY

BOX B. PALMER. ALASKA 99645 • PHONE 745-9687

B O ROU GH ATTORNEY'S OFFICE

^atanuska’ Susifna Borough

A u g u s t  1 1 ,  1 9 8 6

MEMORANDUM

TO :

FROM:

C .  J .  H o r n e r ,  D e p u t y  D i r e c t o r  -  B u i l d i n g s  
P u b l i c  W o r k s  D e p a r t m e n t

m I
M i c h a e l  G a c t i ,  D e p u t y  B o r o u g h  A t t o r n e y / ) ^ .  ^

SU B JEC T :  J u l y  1 5 ,  1 9 8 6  O p i n i o n  R e q u e s t

Y ou  h a v e  a s k e d  f o r  a  l e g a l  o p i n i o n  o n  t h e  o p e r a t i v e  e f f e c t  
o f  s t a t e  A d m i n i s t r a t i v e  O r d e r  8 7 ,  AS 3 6 . 1 5 . 0 1 0 ,  3 6 . 3 0 . 3 2 2  a n d
3 6 . 1 6 . 0 1 0  r e l a t i n g  t o  u s e  p r e f e r e n c e s  f o r  f o r e s t  a g r i c u l t u r a l  a n d  
f i s h e r i e s  p r o d u c t s .

1 .  A d m i n i s t r a t i v e  O r d e r  87

A d m i n i s t r a t i v e  O r d e r  87  e s t a b l i s h e s  a  s t a t e  p r e f e r e n c e  
p o l i c y  t o  e n c o u r a g e  t h e  u s e  o f  A l a s k a n  p r o d u c t s  p r o v i d e d  s u c h  
p r o d u c t s  a r e  c o m p e t i t i v e l y  p r i c e d  w i t h  s i m i l a r  p r o d u c t s  a v a i l a b l e  
o u t s i d e  t h e  s t a t e .  T h e  o r d e r  a p p l i e s  o n l y  t o  s t a t e  a g e n c i e s  
p u r c h a s i n g  s u c h  p r o d u c t s  a n d  r e q u i r e s  a  p r e f e r e n c e  c l a u s e  i n  a l l  
s t a t e  c o n t r a c t s  a n d  i n v i t a t i o n s  f o r  b i d s .  By  i t s  own t e r m s ,  t h e  
o r d e r  d o e s  n o t  a p p l y  t o  l o c a l  g o v e r n m e n t s .  E v e n  i f  i t  d i d  
r e q u i r e  l o c a l  c o m p l i a n c e ,  i t  i s  d o u b t f u l  t h e  g o v e r n o r  c o u l d  
c o n s t i t u t i o n a l l y  i n v o k e  h i s  e x e c u t i v e  p o w e r  t o  u n i l a t e r a l l y  
a f f e c t  a l o c a l  g o v e r n m e n t  b y  a d m i n i s t r a t i v e  o r d e r .  T h i s  i s  s o  
s i n c e  t h e  p o w e r  o f  a l o c a l  g o v e r n m e n t  i s  c o n s t i t u t i o n a l l y  v e s t e d  
i n  t h e  a s s e m b l y  p u r s u a n t  t o  A r t i c l e  X ,  s e c t i o n s  1 ,  2 a n d  4 o f  t h e  
A l a s k a  C o n s t i t u t i o n .

2 .  AS 3 6 . 1 5 . 0 1 0 ,  AS 3 6 . 1 8 . 0 1 0 ,  AS 3 6 . 2 0 . 0 1 0  a n d  AS 3 6 . 3 0 . 3 2 2

E a c h  o f  t h e  f o r e g o i n g  s t a t u t e s  p r o v i d e  a  p r e f e r e n c e  f o r  
s t a t e  p r o d u c t s  o r  p r o d u c e r s  when t h e  s t a t e  g o v e r n m e n t  i s  i n v o l v e d  
i n  a  p r o c u r e m e n t .  AS 3 6 . 1 5 . 0 1 0  r e q u i r e s  p r o j e c t s  f i n a n c e d  by  
s t a t e  m oney  t o  u s e  t i m b e r ,  l u m b e r  o r  m a n u f a c t u r e d  l u m b e r  p r o d u c t s  
o r i g i n a t i n g  i n - s t a t e  t o  b e  u s e d  when  p r a c t i c a b l e .  AS 3 6 . 2 0 . 0 1 0 .  
r e q u i r e s  s t a t e  o f f i c e s  o r  i n s t i t u t i o n s  t o  a w a r d  c o n t r a c t s  f o r  
s u p p l i e s ,  c o m m o d i t i e s  o r  m a t e r i a l s  t o  i n - s t a t e  p r o d u c e r s  a n d  
d e a l e r s  i f  p r a c t i c a b l e  a n d  e q u a l  i n  p r i c e  a n d  q u a l i t y  w i t h  
o u t s i d e  p r o d u c t s .



AS 3 6 . 1 6 . 0 1 0  a n d  3 6 . 3 0 . 3 2 2  r e q u i r e  a g r i c u l t u r a l  and  
f i s h e r i e s  p r o d u c t s  p u r c h a s e d  w i t h  s t a t e  m oney  t o  b e  p u r c h a s e d  
f r om  s t a t e  p r o d u c e r s  i f  t h e y  a r e  o f  c o m p a r a b l e  p r i c e  a n d  q u a l i t y  
t o  o u t s i d e  p r o d u c t s .  AS 3 6 . 3 0 . 3 2 6  r e q u i r e s  s t a t e  a g e n c i e s  t o  
i n c l u d e  t h e  s t a t e  p r e f e r e n c e  f o r  s t a t e  p r o d u c t s  i n - s t a t e  p r o c u r e ­
m en t s  .

T h e  s t a t u t e s  r e f e r e n c e d  a b o v e ,  b y  t h e i r  own t e r m s ,  d o  n o t  
a p p l y  t o  l o c a l  g o v e r n m e n t s  b e c a u s e  t h e  l a n g u a g e  r e f e r s  t o  s t a t e  
a g e n c i e s  u s i n g  s t a t e  m on ey  f o r  p r o c u r e m e n t s .  W h i l e  m o s t  o f  t h e  
s t a t u t e s  d o  n o t  e x p r e s s  t h e  s c o p e  o i  t h e i r  a p p l i c a b i l i t y  AS 
3 6 . 3 0 . 8 5 0  d o e s .  I t  p r o v i d e s  t h a t  AS 3 6 . 3 0  £ t  s e q .  d o e s  n o t  a p p l y  
t o  g r a n t s  o r  t o  p o l i t i c a l  s u b d i v i s i o n s  ( l o c a l  g o v e r n m e n t s )  o f  t h e  
s t a t e .  I n  r e v i e w i n g  t h e s e  p r e f e r e n c e  s t a t u t e s  w i t h o u t  an  e x ­
p r e s s i o n  o f  t h e  s c o p e  o f  t h e i r  a p p l i c a b i l i t y ,  a c o u r t  may a p p l y  
AS 3 6 . 3 0 . 8 5 0  t o  t h o s e  s t a t u t e s  w i t h  s i m i l a r  l a n g u a g e  i n  o r d e r  t o .  
a s s i s t  i n  i t s  s e a r c h  f o r  t h e  l e g i s l a t u r e ' s  i n t e n t .  B e c a u s e  a l l  
t h e  u s e  p r e f e r e n c e  s t a t u t e s  d i s c u s s e d  h e r e i n  c o n t a i n  l a n g u a g e  
s i m i l a r  t o  AS 3 6 . 3 0  e t  s e a . i t  i s  r e a s o n a b l e  t o  a s s u m e  t h a t  a  
c o u r t  w o u l d  h o l d  t h e  l e g i s l a t u r e  i n t e n d e d  t h e m  t o  b e  l i m i t e d  i n  
t h e  s ame  m a n n e r  a s  AS 3 6 . 3 0  e t  s e q . E v e n  i f  a  c o u r t  r e f u s e d  t o '  
e x t e n d  t h e  l i m i t a t i o n  b y  a n a l o g y ,  t h e  u s e  p r e f e r e n c e s  b y  t h e i r  
own t e r m s  may b e  l i m i t e d  t o  s t a t e  a g e n c i e s  u s i n g  s t a t e  m on e y .  
Th e  k e y  t o  a s c e r t a i n i n g  t h e  l e g i s l a t u r e ' s  i n t e n t  i n  t h i s  a r e a  i s  
f o u n d  i n  t h e  l a n g u a g e  " s t a t e  m o n e y . "  S i n c e  l o c a l  g o v e r n m e n t s  
r e c e i v e  m on e y  f r o m  t h e  s t a t e  i n  t h e  f o r m  o f  g r a n t s ,  m u n i c i p a l  
a s s i s t a n c e  a n d  r e v e n u e  s h a r i n g  i s  i t  a l l  s t a t e  m on ey  o r  i s  s t a t e  
money l i m i t e d  t o  t h a t  m oney  u s e d  by  t h e  s t a t e  f o r  s t a t e  p r o j e c t s . '  
One a n s w e r  i s  t h a t  s t a t e  m oney  i s  m oney  u s e d  b y  t h e  s t a t e  f o r  i t s  
own p r o j e c t s .  T h i s  a p p r o a c h  r e c o g n i z e s  t h a t  m oney  s i m p l y  o r i g ­
i n a t i n g  f r o m  t h e  s t a t e  an d  p a s s e d  t h r o u g h  . t o  l o c a l  g o v e r n m e n t s  
l o s e s  i t s  c h a r a c t e r i z a t i o n  a s  s t a t e  m on e y  s i n c e  t h e  m oney  h a s  now 
b e e n  t r a n s f o r m e d  i n t o  l o c a l  money o n c e  a c c e p t e d  b y  t h e  l o c a l  
g o v e r n m e n t .  T h i s  a p p r o a c h  f o l l o w s  t h e  g e n e r a l l y  a c c e p t e d  r u l e  o f  
s t a t u t o r y  c o n s t r u c t i o n  w h i c h  p r o v i d e s  t h a t  g e n e r a l  w o r d s  w i l l  b e  
c o n s t r u e d  a c c o r d i n g  t o  t h e i r  p l a i n  m e a n i n g .  T h e  p l a i n  m e a n i n g  o f  
s t a t e  m on e y  i s  m on ey  b e l o n g i n g  t o  t h e  s t a t e  a n d  n o t  money  b e l o n g ­
i n g  t o  a  l o c a l  g o v e r n m e n t .

3 .  C om m e r c e  C l a u s e

T h e  u s e  o f  p r e f e r e n c e s  b y  a s t a t e  r a i s e s  c o n s t i t u t i o n a l  
i s s u e s  i n v o l v i n g  t h e  c o m m e r c e  c l a u s e .  U n i t e d  S t a t e s  C o n s t i t u t i o n  
A r t i c l e  I ,  S e c .  3 ,  C l a u s e  8 . The  c o m m e r c e  c l a u s e  p r o v i d e s  
c o n g r e s s  w i t h  t h e  " p o w e r  t o  r e g u l a t e  c o m m e r c e  w i t h  f o r e i g n  
n a t i o n s ,  a n d  among  t h e  s e v e r a l  s t a t e s ,  a n d  w i t h  t h e  I n d i a n  
t r i b e s . "  U n d e r  t h e  c o m m e r c e  c l a u s e ,  t h e  f e d e r a l  g o v e r n m e n t  
r e t a i n s  e x c l u s i v e  r e g u l a t o r y  j u r i s d i c t i o n  o v e r  s u b j e c t s  o f  
c om m e r c e  w h i c h  a r e  n a t i o n a l  i n  c h a r a c t e r  a n d  r e q u i r e  u n i f o r m i t y  
o f  r e g u l a t i o n .  T h e  s t a t e s  r e t a i n  e x c l u s i v e  c o n t r o l  o v e r  c o m m e r c e  
w h i c h  i s  c o m p l e t e l y  i n t e r n a l .  Whe re  n a t i o n a l  u n i f o r m i t y  i s  n o t  
e s s e n t i a l  o r  w h e r e  s t a t e  r e g u l a t i o n  o n l y  i n c i d e n t a l l y  a f f e c t s  
i n t e r s t a t e  c o m m e r c e  t h e  s t a t e  r e g u l a t i o n  may b e  u p h e l d .  T o  
d e t e r m i n e  w h e t h e r  a  s t a t e  r e g u l a t i o n  a f f e c t s  i n t e r s t a t e  c o m m e r c e



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

I n  S o u t h - C e n t e r a l  T im b e r  v .  W u n n i c k e , _____ U . S .  _____ , 8 1  L . E d
2d 7 1 ,  1 0 4  S . C t .  ____________ ( 1 9 8 4 )  t h e  U . S .  S u p r e m e  C o u r t  r e v i e w e d
an  A l a s k a  f o r e s t  p r o d u c t s  u s e  p r e f e r e n c e  w h i c h  r e q u i r e d  a l l  
c o n t r a c t s  i n v o l v i n g  t h e  s a l e  o f  t i m b e r  on  s t a t e  l a n d  t o  i n c l u d e  a  
c l a u s e  r e q u i r i n g  t h e  p r i m a r y  m a n u f a c t u r e  o f  t h e  t i m b e r  t o  t a k e  
p l a c e  i n  A l a s k a .  T h e  s t a t e ' s  a s s e r t e d  p u r p o s e  f o r  t h e  p r i m a r y  
m a n u f a c t u r e  r e q u i r e m e n t  was  t o  p r o t e c t  i n d u s t r y ,  e s t a b l i s h  new  
i n d u s t r y ,  . d e r i v e  r e v e n u e  an d  m anage  t h e  s t a t e ' s  f o r e s t .  T h e  
s t a t e  i n  d e f e n d i n g  a g a i n s t  t h e  c h a l l e n g e  t o  t h e  r e g u l a t i o n  a r g u e d  
a  c o m p a r a b l e  f e d e r a l  p o l i c y  f o r  t h e  r e m o v a l  o f  t i m b e r  o n  f e d e r a l  
l a n d s  e s t a b l i s h e d  c o n g r e s s i o n a l  i n t e n t  t o  a u t h o r i z e  s i m i l a r  s t a t e  
a c t i o n ,  t h a t  i t  w a s  s o l e l y  a m a r k e t  p a r t i c i p a n t ,  a n d  t h a t  t h e  
r e g u l a t i o n  d i d  n o t  s u b s t a n t i a l l y  b u r d e n  i n t e r s t a t e  c o m m e r c e .  T h e  
s u p r em e  c o u r t  r e j e c t e d  t h e  s t a t e ' s  c l a i m s  a n d  s t r u c k  down t h e  
r e g u l a t i o n  h o l d i n g  t h e  r e g u l a t i o n  t o  be a  d o w n s t r e a m  r e s t r i c t i o n  
h a v i n g  a  s u b s t a n t i a l  r e g u l a t o r y  e f f e c t  o n  i n t e r s t a t e  c o m m e r c e .  
The  s t a t e ,  t h e  c o u r t  h e l d ,  was n o t  m e r e l y  c h o o s i n g  i t s  own  
t r a d i n g  p a r t n e r s  b u t  was a t t e m p t i n g  t o  g o v e r n  t h e  p r i v a t e ,  
s e p a r a t e ,  e c o n o m i _  r e l a t i o n s h i p s  o f  i t s  t r a d i n g  p a r t n e r s  b y  
r e s t r i c t i n g  p a s t  p u r c h a s e  a c t i v i t y  r a t h e r  t h a n  m e r e l y  p u r c h a s i n g  
a c t i v i t y . -

S o u t h - C e n t r a l  T im b e r  d e f i n e s  an  a r e a  o f  p e r m i s s i b l e  r e g u ­
l a t i o n  i n  a  s t a t e s  p u r c h a s i n g  a c t i v i t y .  I f  t h e  s t a t e  i s  s o l e l y  a  
m a r k e t  p a r t i c i p a n t ,  t h a t  i s ,  an e n t i t y  e x e r c i s i n g  i t s  i n d e p e n d e n t  
d i s c r e t i o n  a s  t o  p a r t i e s  w i t h  whom he  w i l l  d e a l ;  t h e  c o m m e r c e  
c l a u s e  d o e s  n o t  l i m i t  t h e  s t a t e ' s  r e f u s a l  t o  d e a l  w i t h  p a r t i c u l a r  
p a r t i e s  w h en  p a r t i c i p a t i n g  i n  t h e  i n t e r s t a t e  m a r k e t  i n  g o o d s .

I n  t h e  i n s t a n t  c a s e  a  c o u r t  may h o l d  t h a t  t h e  s t a t e  i s  
s o l e l y  i n v o l v e d  i n  i n t e r s t a t e  c om m e r c e  a s  a m a r k e t  p a r t i c i p a n t  
s i n c e  i t  d o e s  n o t  c o n t r o l  t h e  f l o w  o f  t h e  g o o d s  o n c e  t h e  c o n t r a c t  
i s  e x e c u t e d .  T h e  r e g u l a t i o n  i s  a p r e - p u r c h a s e  c o n d i t i o n  w h i c h  
t h e  s t a t e  i m p o s e s  a s  a  c o n d i t i o n  o f  c o n d u c t i n g  b u s i n e s s  w i t h  i t ;  
t h e  i m p a c t  o n  i n t e r s t a t e  c om m e r c e  may be  o n l y  i n c i d e n t a l  a n d  t h e  
s t a t e  d o e s  n o t  make  t h e  c h o i c e  o f  d i s p o s i t i o n  o f  g o o d s  f o r  t h e  
o t h e r  p a r t y  t o  t h e  c o n t r a c t .  A r e g u l a t i o n  i n v o l v i n g  t h e  f o r e g o ­
i n g  c o n d i t i o n  may b e  u p h e l d  a s  a  p e r m i s s i b l e  s t a t e  r e g u l a t i o n .

MG; j r
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IN THE SENATE BY THE RE S O U R C E S  COMMITTEE

HOUSE CS FOR CS FOR SENATE CONCURRENT RESOLUTION NO. 41 (Resources)

IN THE L E G I S L A T U R E  OF THE STATE OF ALASKA 

FIFTEENTH LEGI S L A T U R E  - SECOND SESSION

Relating to the further development of 

Alaskan coal.

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

WHEREAS advances in m o d e r n  mining technology, equipment, and services 

have greatly enchanced coal m i n i n g  extraction and reclamation capabilities; 

and

WHEREAS art. VIII, sec. 1, Constitution of the State o f  Alaska, pro­

vides that "It is the p o l i c y  of the state to encourage the settlement of 

its land and the development of its resources by making t h e m  available for 

maximum use consistent with t h e  public interest"; and

WHEREAS the state c o n tains more than 40 percent of t h e  entire known 

coal reserves in the United States; and

WHEREAS currently the s t a t e ’s annual coal production of 1,600,000 tons 

comprises less than 0.2 p e r c e n t  of the total annual United States produc­

tion; and '
WHEREAS there is only o n e  active coal mine in the entire state; and

WHEREAS between 1972 a n d  1987 Australian steam coal production has

grown from 250,000 tons a y e a r  to more than 46,000,000 tons a year, with a 

value of nearly $3.4 billion; and

WHEREAS there is great potential for expanding both instate utiliza­

tion! and Pacific Rim export m a r k e t s  for Alaskan coal;

BE I T  RESOLVED t h a t  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  r e s p e c t f u l l y  r e q u e s t s  
t h e  G o v e r n o r  t o  e n c o u r a g e  t h e  c o m m i s s i o n e r  o f  n a t u r a l  r e s o u r c e s ,  t h e  c om ­
m i s s i o n e r  o f  c om m e r c e  and  e c o n o m i c  d e v e l o p m e n t ,  t h e  c o m m i s s i o n e r  o f  e n -
v i r o n m e n t a l  c o n s e r v a t i o n ,  t h e  c o m m i s s i o n e r  o f  f i s h  an d  g a m e ,  a n d  t h e

“ 1 -  HCS C S S C R  4 1 ( R e s )



director of the office of international trade to pursue policies that will 

lead to the removal of regulatory impediments to, and further promote the 

development of, the crucial coal mining industry within the state.

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

Governor; the Honorable Judith Brady, commissioner of natural resources; 

the Honorable Dennis Kelso, commissioner of environmental conservation; two 

Honorable Don Collinsworth, commissioner of fish and game; the Honorable J. 

Anthony Smith, commissioner of commerce and economic development; the 

Honorable Mark Hickey, commissioner of transportation and public facili­

ties; and to Ben Harding, director of the office of international trade.

H C S  C S S C R  4 1 (Res) -2-



SENATE CONCURRENT RESOLUTION NO. 41

This resolution provides timely recognition of the enormous 

size of Alaska's coal resources and the potential that the Alaskan 

coal industry has to evolve as a major segment of the Alaskan economy,

Growth potential exists in the domestic in-state market and 

more especially in the export market. The size of that market is 

still growing and the Australia experience over the period 1972-1987 

parallels the growth of the steam coal exports and the monetary value 

of this traae. Since 1985 Alaskan exports of coal, principally to 

Korea but more recently with additional test shipments to Taiwan and 

Japan, have returned more than $78 million to the Alaskan economy.

Alaskan coal could become a significant component of interna­

tional trade as countries like Taiwan and Japan together with Korea 

adopt policies to close trade imbalances with the U.S.A. The low- 

sulfur content of Alaskan coal is attracting market interest especi­

ally as strict environmental air-quality laws take effect in countries 

like Taiwan.

The resolution draws attention to the potential for Alaskan 

coal and relates this potential to state policy actions. Through 

supportive action by the Administration and the Legislature the 

Alaskan coal industry would be well served and its ability to expand 

into export markets facilitated. Alaska would benefit from such an 

obvious segment of economic diversification.

John Sims 
PRESIDENT
ALASKA COAL ASSOCIATION



T u esd ay , Septem ber 29, 198/

Despite oil wealth, Alaska is a ‘coal state’
Ask the av e rage  A laskan what is 

the state 's most abundant energy 
r e s o u r c e  and  the c h a n c e s  a r e  
a lm o s t  o v e r w h e lm i n g  t h a t  the 
answer wil l be e i ther oil o r  na tu ra l  
gas.  Su re  A laska  is an oil s tate if 
l iav ing North Amer i ca ' s  la rgest  oil 
f ield and a pipel ine that ca r r i e s  2 
mi l l i on b a r r e l s  o f  c rude a day  and a 
gove rnmen ta l  superst ruc tu re  that 
is 85 percent plus dependent on the 
" b l a c k  go ld ' '  gu sh ing  f r o m  the 
No rth  S lope a r e  the cr i ter ia .

Mow many  charac te r i ze  Alaska 
as a coal  s ta l e  l ike West Virg in ia .  
I l l ino is o r  Wyom ing?  Precious few 
by m y  reckoning despi te the fact 
that A laska  has pe rhaps to percent 
of the nat ion's coal  re sou rce base. 
That re sou rce  base could be as high 
as 5 8 t r i l l ion tons, a modest 171 b i l ­
l ion tons of which could be loosely 
r ega rded  as m ineable identi fied re 
servos .

Im p r e s s i v e  numbe rs ,  but what 
do they mean?  I 's ing a ra the r  s im ­
plistic convers ion ol three  ba r r e l s  
o f  c rude oil having the equivalent 
heat va lue o f  one Ion o f  coal , the 
compa r i s ons  st ar t  to take  on some

I ' i p m 'n i'\pressril hrii' do m i/ oecessanh 
represent those of I llr  Hull) \e \is  Miner

meaning.  Tha i  5.0 t r i l l ion tons of 
coal  equates to 1 r  8 t r i l l ion ba r re l s  
of  oi l , whi le the 171 bi l l ion tons of  
m ineable re se rves  equa ls f»23 b i l ­
l ion ba r re l s !

Star t ing to g rasp my point? Yes,  
A la ska  should be thinking of  itsel f 
as a coal  r ich state.  S ta le  pol icies 
should re f lec t  this rea l izat ion and 
we should ea rnes t l y  s t ratcgize to 
ensure t hat this super abundance of 
fossi l  energy is wise ly used.

Consider the position o f  ou r coal 
indust ry today, ba s i c a l l y  it is rep 
resented by one producing mine at 
Hea lv and the futu re prospect of 
add i t i ona l  m ines  on the western 
side o f  Cook Inlet  and in the Mala

nuska Va l l e y  nea r  P a lm e r .  Annual  
product ion f r om  Us ibe l l i  Coa l  Mine 
runs at about 1.5 mi l l ion tons with 
s h o r t ,  m e d i u m  a n d  l o n g - t e r m  
potential  to expand both domest ic 
and expor t  ma rke t s .  T h a i  annua l  
product ion o f  1.5 mi l l ion tons, wl i i lc 
impre ss ive  to mos t people,  is less 
than two/tenths o f  1 pe rcent o f  the 
tota l  U .S .  p roduc t ion  o f  a p p r o x ­
ima te ly  900 mi l l ion tons. H a rd l y  a 
stunning f igure  f o r  a ctate sa id to 
conta in 40 percent of  the U.S .  1 0 - 
sourcc  base.

C an  th i s  e n o r m o u s  r e s o u r c e  
potential  be deve loped to the extent 
that A laska  becomes a key supp l i er  
of  coal  to inte rna t iona l  m a r k e t s ?  1 
am  su re  that it can.  At the same  
time,  ou r domest ic ene rgy  po l icy 
should focus on the expanded use of  
coal  to energ ize ou r  commun i t i es ,  
re se rv ing  oil and na tu ra l  gas fo r  
h igher and better  uses and espe­
c i a l l y  a s  c a p i t a l  g e n e r a t o r s  in 
d om e s t i c  and f o r e i g n  m a r k e t s .  
This m akes  sense since it fo l lows 
the successful  lead o f  ou r  c ompe t i ­
tors. Al l countries with substant ia l  
e xpo r t s  o f  coa l  c omp lemen t  that 
e x p o r t  c a p ab i l i t y  with d omes t i c

ene rgy  pol icies that focus cn coal  as 
a m a j o r  componen t  o f  e l e c t r i c a l  
power  generation.  This is t rue f o r  
A u s t r a l i a ,  South A f r i c a ,  Canada  
and the Lower  48 sta les ,  a l l  e x p o r ­
t e r s  o f  l a r g e  qu an t i t i e s  o f  co a l  
matched by st rong domes t ic con ­
sumption .

A laska  coal  has both at t r ibu tes 
a ’ .d adve r se  chai er is t ics ,  The 
m a j o r  imped iment  nigh mo istu re  
content which depresses the heat 
va lue o f  typica l  Ra i lbc l t  coa l .  C u r ­
rent l y coal  impo rt ing countr ies e v ­
a luate coal  r a the r  s i rnp l is t ica l ly  in 
t e rms  o f  pr ice pe r mi l l ion BTU 's .  
By  this token,  A laska  coal  e x p e r i ­
ences di f f icu l ty re ta in ing its m a r ­
ket sha re  in South K o r e a ,  let a lone 
e x p a n d i n g  to o t h e r  P a e i f i c - r im  
countr ies .  A m a j o r  at t r ibu te c h a r ­
acter ist ic o f  A laska  coal  is its e x ­
cep t i ona l l y  low su l f u r  content ,  a 
const ituent l inked w ith acid r u n .  In 
essence,  Alaska  has just  about the 
c leanest coal  on this planet .

The cha l lenge is obvious ;  o v e r ­
come the se r ious  marke t ing  con ­
st ra int  o f  the high m^'sture,  and 
v o i l a ,  we ha ve  a p r em i u m  low-

su l f u r  fuel  possessing the capab i l ­
ity o f captur ing,  if the economics 
a re  favo rab le ,  a st rong position in 
Pae i f i c - r im  marke ts .

I f  we looked upon ourse lves  as a 
coa l  state,  l ike I l l ino i s and West 
Vi rg in ia ,  we would be r igo rous ly 
resea rch ing a solution to this p r ob ­
l em .  P e r h a p s ,  A l a s k a ’s po l i t ica l 
leader sh ip  wil l  seize this oppo rtun­
i t y  to e s t a b l i s h  a j o i n t  pub l i c  
p r . v a t c  s e c t o r  r e s e a r c h  and do 
vc lopmcn l  ini tiat ive to address the 
fundamen ta l  ma rke t ing  constraint 
f o r  Alaska coal .

The Austra l ian exper ience shows 
what the rewa rds  could be. In 1972 
Aust ra l ia  exported a me re  2U(i.noii 
tons o f  coal . Now, 15 yea rs  later ,  
that expo rt  tonnage has bal looned 
to a lmos t 9(i mil l ion tons, worth 5 
U.S.  bi l l ion annua l ly .

We in Alaska can twist the knn 
g a r o o ’s tai l .  Get it together Alaska 
and we could become an oil and a 
coal  s tate at one and the same  time,  
fo r  the benefit o f  al l A laskans and 
Uncle Sam  as wel l .

Form erly ih n r lo r  o l the stole O ilier ol 
Mineral Development. U r John Sim< is 
presently vice president o f markctinp lo r 
Usibelli Coal Mine
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Original sponsors: Coghill, Faiks,
Fanning, et al.

IN THE SENATE BY THE RESOURCES COMMITTEE

HOUSE CS FOR SENATE CONCURRENT RESOLUTION NO. 45 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA.

FIFTEENTH LEGISLATURE - SECOND SESSION

Encouraging the state to join the Clean 

Coal Technology Coalition and assist 

acceptance of state projects in the 

clean coal technology program.

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

WHEREAS coal is a major source of energy worldwide; and

WHEREAS Alaska contains more than 40 percent of the total known coal

reserves of the United States; and

WHEREAS the coal mining industry is an important sector of Alaska's

economy with immense potential for growth and further development; and

WHEREAS it is crucial that emissions from power generation be managed

in a manner that minimizes the pollution of our air and water; and

WHEREAS Alaska's vast coal resources contain only a fraction of the 

sulfur contained in most other sources of coal worldwide; and

WHEREAS the combustion of coal that contains high levels of sulfur in 

the generation of electrical power contributes to the production of sul­

furic acid in the atmosphere; and

WHEREAS this atmospheric phenomenon is known as "acid rain"; and 

WHEREAS the Congress of the United States created the Clean Coal 

Technology Reserve Fund to support the development of clean coal tech­

nologies; and

WHEREAS the Congress has appropriated nearly S400,000,GGO from the 

fund to the Department of Energy for award to several demonstration p r o j­

ects proposing new clean coal technologies; and

WHEREAS legislation has been introduced in the Congress zo provide

-1- HCS SCR 4 5 (Res)



$3.5 billion over the next 10 years to the fund; and

WHEREAS in 1987, the President requested Congress to appropriate $2.5 

billion to the clean coal program to honor a commitment made by this coun­

try to Canada to implement recommendations of the two countries regarding 

acid rain; and

WHEREAS the Clean Coal Technology Coalition is an organization com­

posed of utilities, coal producers, manufacturers, industrials, state 

governments, universities, and others interested in advancing the use of 

clean coal technologies; and

WHEREAS clean coal technology involves a wide range of research and 

development advances that may lead to burning coal more efficiently and 

with greatly reduced emission levels; and

WHEREAS the state is proximately located to Pacific Rim countries, 

possesses low sulfur coal reserves, and is dedicated to expanding knowledge 

of the Arctic and resource-use technologies through the University of 

Alaska; and

WHEREAS the development of technologies that can use Alaskan coal 

provides an unparalleled opportunity to expand export markets for state 

c o a l ;

EE IT RESOLVED by the Alaska State Legislature that the governor is 

respectfully requested to seek state membership in the Clean Coal T e c h­

nology Coalition; and be it

FURTHER RESOLVED that the governor is respectfully requested to direct 

the commissioner of natural resources to assist projects in the state that 

seek qualification in the Clean Coal Technology Reserve Fund program admin­

istered by the United States Department of Energy.

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

Governor; the Honorable Judith M. Brady, commissioner of natural resources;

the Honorable John S. Harrington, Secretary of the U.S. Department of 

KCS SCR 4 5 (Res) -2-



Energy; and to the Honorable Ted Stevens ancl the Honorable Frank Murkowski, 

U.S. Senators, and the Honorable Don Young, U.S. Representative, members of 

the Alaska delegation in Congress.

- 3 - H C S  S C R  4 5 ( R e s )



,

,r American Electric Power 
Service Corporation
1 Riverside Plaza 
Columbus, OH 43215

5 c A
.

AMERICAN
ELECTRIC
POIVER
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R. E. Disbrow
President and 
Chiel Operating Olticer 
614 223 1400

Mr. C u r t i s  M c V e e  
E x e c u t i v e  D i r e c t o r  
A l a s k a  M i n e r s  A s s o c i a t i o n  
501 W e s t  N o r t h e r n  L i g h t s  Blvd. 
S u i t e  203
A n c h o r a g e ,  A l a s k a  99503

D e a r  Mr. M c V e e :

I r e c e n t l y  a s s u m e d  the C h a i r m a n s h i p  of the  C l e a n  Coafl 
T e c h n o l o g y  C o a l i t i o n ^  an ad hoc  g r o u p  of u t i l i t i e s ,  c o a l  
p r o d u c e r s ,  m a n u f a c t u r e r s ,  in d u s t r i a l s ,  s t a t e  g o v e r n m e n t s ,  
u n i v e r s i t i e s  a n d  o t h e r s  i n t e r e s t e d  in a d v a n c i n g  the u s e  of 
c l e a n  c o a l  t e c h n o l o g i e s .  As o ne  w h o s e  c o m p a n y  is 

•; c o m m i t t e d  to the d e v e l o p m e n t  of t h e s e  t e c h n o l o g i e s ,  I u r g e  
u y o u  to j o i n  th is  C o a l i t i o n .

As y o u  m a y  know, the C o a l i t i o n  h a s  e n j o y e d  
s i g n i f i c a n t  s u c c e s s .  S i n c e  its o r g a n i z a t i o n  in early"? 
•19BE, a $ 7 5 0 m i l l i o n  C l e a n  C o a l  T e c h n o l o g y  R e s e r v e  F u n d  
h as  b e e n  c r e a t e d  to s u p p o r t  the d e v e l o p m e n t  of c l e a n  c o a l  
t e c h n o l o g i e s ;  C o n g r e s s  has a p p r o p r i a t e d  n e a r l y  $40 0 
mi.'’ion f r o m  t ha t Fund; and the D e p a r t m e n t  of E n e r g y  h a s  
a l r e a d y  a w a r d e d  f e d e r a l  m o n i e s  to s e v e r a l  p r o j e c t s  
p r o p o s i n g  to d e m o n s t r a t e  ne w c l e a n  c o a l  t e c h n o l o g i e s .  As 
a r e s u l t  of t he  C o a l i t i o n ' s  e f f o r t s  t h is  year, C o n g r e s s  is 
on t he  v e r g e  of a p p r o p r i a t i n g  m o r e  f u n d i n g  f or  a s e c o n d  
r o u n d  of c l e a n  co al  t e c h n o l o g y  p r o j e c t s  t h at  w o u l d  be 

. j o i n t l y  f u n d e d  by  the p r i v a t e  s e c t o r  a n d  t he  f e d e r a l  
g o v e r n m e n t .

On t h e  A d m i n i s t r a t i o n  front, the C o a l i t i o n  is w o r k i n g  
w i t h  the P r e s i d e n t ' s  T a s k  F o r c e  on R e g u l a t o r y  R e l i e f ,  
c h a i r e d  b y  the V i c e  P r e s i d e n t ,  to d e v e l o p  r e c o m m e n d a t i o n s  
for c h a n g e s  to e x i s t i n g  r e g u l a t i o n s  t h a t  w i l l  e n c o u r a g e  
the u s e  of c l e a n  c o a l  t e c h n o l o g i e s  b y  th e u t i l i t i e s  a n d  
o t h e r s .

A n o t h e r  i m p o r t a n t  C o a l i t i o n  i n i t i a t i v e  ha s b e e n  o u r  
p a r t i c i p a t i o n  in the d e v e l o p m e n t  of l e g i s l a t i o n  i n t r o d u c e d  
b y U.S. S e n a t e  M a j o r i t y  L e a d e r  R o b e r t  C. B y r d  th at  w o u l d
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h e l p  to o v e r c o m e  f i n a n c i a l  and r e g u l a t o r y  r i s k s  a s s o c i a t e d  witl\ 
the e a r l y  c o m m e r c i a l  d e p l o y m e n t  of c l e a n  co al  t e c h n o l o g i e s ^  T h e  
S e n a t o r’s b i l l  p r o v i d e s  $3.5 bi llion, o v e r  the next ten years, 
for f u r t h e r  c o s t - s h a r e d  d e m o n s t r a t i o n s  of c l e a n  coal t e c h n o l o g i e s  
an d  r e m o v e s  f e d e r a l  r e g u l a t o r y  d i s i n c e n t i v e s  in o r d e r  to 
e n c o u r a g e  u t i l i t i e s  to d e p l o y  these t e c h n o l o g i e s .  In M a r c h  of 
198.7, the P r e s i d e n t  r e q u e s t e d  that C o n g r e s s  p r o v i d e  a t o ta l o| 
$ 2 . 5  billior^ to the c l e a n  coal p r o g r a m  to h o n o r  a c o m m i t m e n t  mad§ 
b y  this c o u n t r y  to C a n a d a  to i m p l e m e n t  r e c o m m e n d a t i o n s  of th e t w d  
c o u n t r i e s '  s p e c i a l  e n v o y s  on a c i d  rain'-. We a re  on the v e r g e  of 
o b t a i n i n g  a m a j o r  n a t i o n a l  c o m m i t m e n t  to the d e v e l o p m e n t  of c l e a n  

: c o a l  t e c h n o l o g i e s .

C o n t i n u e d  C o n g r e s s i o n a l  and A d m i n i s t r a t i o n  s u p p o r t  for the 
c l e a n  c o a l  p r o g r a m ,  h o w ev er , is d e p e n d e n t  u p o n  a s t r o n g  p r i v a t e  
s e c t o r  c o m m i t m e n t  to i n c o r p o r a t e  t h ese  i m p o r t a n t  t e c h n o l o g i e s  
into the c o m m e r c i a l  m a r k e t p l a c e .  M e m b e r s h i p  in the C o a l i t i o n  and  
p a r t i c i p a t i o n  in the p u r s u i t  of the C o a l i t i o n ' s  a m b i t i o u s  a g e n d a  
for 1988 ar e the best, m o s t  p r o d u c t i v e  a n d  m o s t  v i s i b l e  m e a n s  of 
d e m o n s t r a t i n g  that c o m m i t m e n t  to key l e a d e r s  in C o n g r e s s  a n d  the 

A d m i n i s t r a t  i o n .

We can ill afford to depend on others to s h o u l d e r  the entire 
bu r d e n  of advancing these technologies. S e n a t o r  Byrd, one of the 
st a u n c h e s t  oppon e n t s  to enactment of acid rain control 
l e g i s l a t i o n  and one of the strongest pro p o n e n t s  of c l ean coal 
t e c h n o l o g y  development, must have our help —  our c o m m i t m e n t  —  
to d e m o n s t r a t e  a pri ate sector commitment and to assist in 
m a i n t a i n i n g  and enhancing the federal g o v e r n m e n t ' s  efforts to w a r d  
p r o v i d i n g  r e sponsible and c o s t - e ffective assistance to e n c o u r a g e  
d e v e l o p m e n t  and use of promising clean coal technologies.

I have enc l o s e d  additio n a l ' m a t e r i a l  about the C o a l i t i o n  that 
I hope you will take a few minutes to review If you require any 
further information, I hope you will get in touch with ei t h e r  Ben 
Yamagata, the Executive Director of the Coalition, or Kateri 
Callahan, the E x e c u t i v e  Assistant to the Coalition.

I look forward to hearing from you and, on behalf of the 
m e m b e r s  of the Coalition, I greatly a p p r e c i a t e  your c o n s i d e r a t i o n  
of this matter.

>
R. E. D i s brow

E n c l o s u r e s



IMPORTANCE OF M EM BERSH IP IN  
THE CLEAN COAL TECHNOLOGY COALITION

This broad-based, national coalition is the only group organized exclusively to advance the 
demonstration and widespread use of emerging clean coal technologies. The Clean Coal 
Technology Coalition's important activities in 1987 and 1988 include:

SEEKING F E D E R A L  F U N D I N G  TO SUPPORT T E C H N O L O G Y  D E M O N S T R A T I O N S  A N D  
C O M M E R C I A L  DEPLOYMENT:
The Coalition was instrumental in the creation of the Department of Energy (DOE) clean coal 
program which is currently funded at nearly $400 million dollars. The Coalition is seeking another 
S850 million appropriation for the program to be available for use in fiscal years 1988 and 1989.
The Coalition seeks to involve the federal government in helping industry to overcome the financial 
and regulatory barriers associated with the early commercial deployment of immature clean coal 
technologies. We advocate enactment of legislation that would establish a S3.5 billion, ten year 
program to cost-share commercial-scale demonstrations of clean coal technologies with private 
industry.

SEEKING F E D E R A L  R E G U L A T O R Y  C H A N G E S  TO E N C O U R A G E  C O M M E R C I A L  USE 
O F  E M E R G I N G  TECHNOLOGIES:
The Coalition also supports legislation, now pending in Congress, that would provide regulatory 
relief at the federal level to utilities to encourage their participation in the early commercial 
deployment of these technologies. The Coalition is also working with the President's Task Force on 
Regulatory Relief to support modifications to current regulations that now impede use of these 
technologies.

ASSURING STATE R E G U L A T O R Y  SUPPORT:
The Coalition is working to assure that clean coal technologies are a high priority on individual 
state's energy agendas, and to convince state regulatory bodies that the use of clean coal 
technologies is beneficial to ratepayers and the state's overall economy. A major focus of the 
Coalition for 1988 is likely to be a program intended to persuade states to remove existing regulatory 
barriers to the use of these technologies, thereby encouraging utilities within the state to undertake 
dean coal projects.

ADVOCATING INCREASED USE O F  COAL:
The Coalition seeks to preserve coal markets and to make coal a fuel of choice for incremental 
capacity requirements.

ADVOCA T I N G  A COST-EFFECTIVE M E A N S  T O W A R D  ACHIEVING EMISSIONS 
REDUCTION:
The Coalition is the prindpal spokesman for the rapid and widespread commercial use of clean coal 
technologies as the best means by which to realize the long-term, sustained emissions reductions that 
are sought by proponents of so-called acid rain legislanon -- at a much reduced socio-economic cost 
to the Nation.

PROVIDING CONGRESSIONAL A N D  ADMINISTRATION INSIGHT F O R  M E M l  zRS:
The Coalition has gained the respect and trust of key Members of Congress and tf Administration, 
allowing us to impact federal decisions regarding clean coal technologies.

PROVIDING U NIQUE M E M B E R S H I P  SERVICES:
Membership dues support a number of services including monthly meetings; annual conferences in 
Washington, D.C.; special meetings with Members of Congress, federal and state officials; periodic 
newsletters, legislative and regulatory alerts; and analyses of pertinent law, legislation and 
regulations.

Annual membership dues for the Coalition are $10,000.00. If preferred, dues can be paid in two 
$5,000.00 increments.
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