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Each plan takes two to three years and two to three experi—
enced staff to complete. The pace of the plans is limited
by budget and the capacity of its participants to review,
comment, attend meetings, etc. Even with the reduced
funding we anticipate 1in coming years, we remain committed
to this process. In time, there will be area plans for all
state uplands and tidelands. However, there are no
practical reasons or ways to plan every acre of state land
in the next three years to satisfy a court directive;
neither can we tolerate defacto moratorium on state land
management actions. We seek the ability to continue to

manage land for private use while planning is underway.

What follows is a section-by-section analysis of SB 196.

The department would gladly work with the committee,
coalitions and individuals to gain broad acceptance of this
bill. The department®s objective 1is to strike a reasonable
balance between planning for future use of our major capital

asset - our resources - while making some urgent decisions

about their use today.

Sec. 1 AS 38.04.065(a), Line 12: Insert ™"and

management"” after "for the use".



Sec.

Sec.

Sec.

Sec.

No comment.

AS 38.04.065(c)(1): No comment.

AS 38.04.065(c)(2). We propose the following
addition to the end of this subsection: "except
that is not required prior to mineral location and
leasing.” The department has been operating under
the assumption that mineral location and leasing
are independent of land classification. However,
cross-referencing AS 38.04.065(c) and AS 38.04.015
leaves room for doubt. If the legislature intends
to exempt mineral location and leasing from
classification, we recommend the exemption be

explicit.

AS 38.04.065(d). We propose the following
addition after the term "powers"™ in line 23: "or
a land management plan adopted by another
government entity if the commissioner determines
that that plan adequately recognizes and protects

state interests."

AS 38.04.065(d), Line 19: delete "regional"™ so
that the first line reads "shall sign and date a

land use plan."
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Sec. 4 AS 38.04.065(d), Line 22: delete "regional" so
that the text reads "the commissioner may adopt as
a land use plan...." Leave "regional" in the next
sentence because that refers back to Section cC

which appropriately addresses regional plans.

Municipal and federal plans are often at least as thorough
and comprehensive as state plans. Consequently, we expect
we would usually agree with the data and process used to
reach the conclusions. However, there 1is a major
distinction between the public process used in the

department®"s area plans and those used 1in municipal and

certain federal plans: state plans ensure the opportunity
for statewide interest groups to participate. This 1is not
necessarily the case for municipal or federal plans. It is

therefore important for the general public to be notified of
the commissioner®s intention to adopt a municipal or federal
plan as the basis for classification. Of course, 38.05.945

presently requires notice before classification and would

continue to do so.

Sec. 6 No comment.
Sec. 7 No <comment.
Sec. 8 No comment.



Sec. 9

Thank you.

The department recommends the addition of a new
section to complement the proposed addition to
Sec. 3 dealing with mineral location and leasing:
"A mineral management and mineral leasing decision
made before the effective date of the act is
valid, regardless of whether the land was
classified, if other requirements of law were

met.
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This appeal challenges a state land disposal of
thirty-two agricultural homesteads near Talkeetna, A group
of local residents sued to block the 3,530-acre offering,,
The superior court upheld the decision- of the State
Department of Natural Resources (DNR) to dispose of the land
in a September 1984 lottery. We conclude that the disposal
was 1invalid because DNR failed to comply with the land use
planning process mandated by statute. We reverse the
superior court judgment and remand DNR"s disposal decision
for reconsideration by the agency. We also conclude that
the courv erred in denying the plaintiffs status as public

interest litigants for purposes of awarding attorney"s fees,

l. FACTS AND PROCEDURAL HISTORY

The land disposal at issue, referred to as "Chase
" Is located approximately fxve miles north of
Talkeetna, near the community of Chase. The atate fTirst
proposed to offer land in this area for agricultural de—
velopment 1in 1979. Between 1979 and 1983 DNR held several
public hearings 1in Talkeetna to discuss what it initially
proposed to be a commercial agriculture project involving
disposal of parcels ranging in size to 560 acre. ..

Local residents repeatedly objected that increased
settlement would threaten their subsistenca-typa lifestyle

and overtax area resources. Many Chase-area residents rely



or. the use of surrounding state land to gather firewood, set
traplines, hunt and fish. Besides threatening their life—
style, local residents argued that the area 1is not suited
for commercial farms due to steep slopes, drainage problems
and poor soils.

In response, DNR made several changes 1in its
disposal plan, 1including a reduction in the amount of land
to be offered from 7,000 acres to approximately 4,500 acres.
In February 1983 DNR 1issued a written finding, pursuant to
former AS 38.05.035 (@ (14),” that the Chase I1l1 commercial
agriculture disposal was 1in the state"s best iInterests.
However, the Commissioner of DNR subsequently "postponed”
the scheduled April land sale in response to local
opposition.

The commercial disposal was never implemented.
Instead, in late 1983 DNR revised the disposal to meet the
objectives of a newly enacted homestead program. Alaska
Statute 38.09, enacted in 1983, authorizes the disposal of
smaller, noncommercial agricultural homesteads to applicants
who agree to meet certain requirements. DNR"b new plan
called for disposal of about 6,000 acres in parcels ranging

from 40 to 160 acres each. The plan focused on

1. The 1language in former AS 38.05.035(a)(14)
now appears in AS 38.05.035(e). See infra note 5.



subsistence-type farming rather than commercial agriculture
development.

DNR published a legal notice stating that a writ-
ten best interests finding had been made regarding the agri—
cultural homestead disposal, and a public meeting was sched—
uled for January 27, 1984, In a January 13 letter to DNR,
Judy Price, one of the appellants here, requested a copy of
the finding. She did not receive a copy by mail nor was the
finding made available to her or other people when they”.
attended the meeting.

During the meeting local residents questioned why
DNR wa3 proceeding with the Chase disposal prior to comple—
tion of the Susitna Area Plan, a statutorily mandated land
use plan for the region. They also reiterated concern*
raised regarding the commercial disposal, 1including their
view that the area 1iIs not suitable for farm development.
Following the meeting DNR officials took a brief field trip
to the Chase area and subsequently made several changes to
the site plan. The final version called for a smaller
disposal of 3,530 acres and a reduction 1in the number of
parcels to thirty-two, with four more scheduled for a later
offering.

In April 1984 the director of DNR®"s Division of

and Water Management “uigned an amendment to

the previous best interests finding for the commercial
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disposal. The amendment concluded that the rovised
agricultural homestead disposal was in the statelb best
interests. DNR 1issued an order classifying 1,286 acres of
Chase-area land for agricultural use. Other Chase lands
had been classified in 1980. A September 14 Ilottery was
scheduled.

Several 1individuals and an organization of local
residents known as Alaska Survival appealed the director®s
best interests determination to theCommissioner of DNR.
DNR held a hearing at theappellants* request and the
Commissioner subsequently affirmed the director™s decision
to proceed with the agricultural homestead disposal.

In mid-August, less than a month before the ached**
ulad lottery, DNR received new information that the soils in
the Chase area were of poorer quality than initial surveys
indicated. Throughout 1its planning process DNR had relied
on Boils information provided by the United States Soil
Conservation Service (SCS), based on a preliminary 1980 SCS
soils survey. This survey showed that 88.7 percent of the
acreage ultimately included in the homestead disposal

contained <class Il or 111 soils.2 In March 1984 DNR

2. The SCS ~classification system takes 1into
account soils and climatic conditions. Class | through 1V
soils are generally suitable for cultivation, although the

(Footnote Continved)

_s 3101



RUG 29 "06 13:25 DNR-DGGS-fiNCH-563-1853

requested SCS to update its survey. The revised data showed
that none of the thirty-two parcels contained class | or 21
soils and that twelve of the parcels contained little or no
class 11l soils. Overall, the disposal area contains
predominantly class 1V or worse soils,”

Some DNR officials were concerned that the new <ia«
ta represented a major deviation from the soils information
upon which the Chase disposal was premised. When the
director of DNR"s Division of Agriculture received
preliminary word of the new data he wrote the SCS requesting
a report as soon as possible. His letter stated: "We have
been informed . . . that someot the parcels 1in the Chase
111 agricultural homestead area may not have any class 11 or
111 soils. The political and public policy problems asaoci~
ated with offering [such] land for agricultural homesteading

, are obvious.T

After receiving the SCS report, DNR officials met

to consider the new information and decided to proceed with

the disposal without any changes. The lottery was held and

(footnote Continued)

recommended use i1n Alaska of class 1V soils with steep
slopes 1is hay cultivation and grazing; classes V through VII
are suitable only for grazing,

3. The new data was due 1iIn part to a 1983
revision of SCS guidelines for Alaska and also to inaccurate
mapping that underestimated slope steepness, erosion
potential and wetness conditions.

6- 3101



AUG 29 "86 13:25 DNR-DGGS-ANCH-563-1853

DNR notified the winners that the soils information in the
State Land Disposal Brochure had been revised,

A week before the Ilottery, Alaska Survival and
four individuals (hereafter referred to collectively a3
Alaska Survival) filed a complaint in superior court appeal-
ing from the Commissioner®s decision and seeking injunctive
relief to halt the lottery.4 The trial court denied &
temporary restraining order and allowed the lottery to
proceed after the state agreed to delay staking of the land
pending a decision on the merits of the suit. The trial
court subsequently affirmed DNR"s decision to offer Chase
land for agricultural homesteading, and awarded the state
$10,420 in attorney"s fees. The court issued a Btay closing
the area to entry by the lottery winners pending this

appeal.

I1. DISCUSSION

Alaska Survival appeals the decision upholding the
Chase IIl disposal and the award of attorney®"s fees.
Appellant challenges the disposal on both substantive and

procedural grounds, arguing 1) that the disposal is not in

4. The suit named as defendants the Department
of Natural Resources, DNR Commissioner Esther C. Wunnicke
and Thomas Hawkins, director of DNR"s Division of Forest,
Land and Water Management, %

- 7-. 3101
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the state"s best interests, and 2) that DNR did not follow
the land use planning and decision-making process mandated

by statute.

A, The Sest Interests Determination

Alaska®"s Constitution and the Alaska Land Act, AS
38.05, express a policy of encouraging settlement of the
state"s lands "by making them available for maximum use con—
sistent with the public interest,” Alaska Const, art. VIII,
S 1; AS 38.05.910. Alaska Statute 38.05.035(e) authorizes
the director of DNR"s Division of Lands, acting with the
consent of the Commissioner, to dispose of state land upon
making a "written finding that the interests of the state
will be best served."5 Alaska Survival contends the Chase
agricultural homestead disposal 1is unlawful because 1t is
net in the state"s best interests.

In reviewing DNR"s substantive decision to dispose
of Chase-area land, we apply the "reasonable basis"™ standard
of review. This limited review is appropriate when a court
considers "an administrative agency"s decision where ques—

tions of fact and law involve agency expertise and/or broad

5. The best interests finding requirement
formerly appeared in AS 38.05,035 (a) (14), That section was
repealed in 1984 and substantially_ the same language placed
in AS 38.05.035(e). See ch. 152, 95 20, 88, SLA 1984.

3101
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policy considerations."” State v. Weirdner, 684 P.2d 103,
108 n.4 (Alaska 1984) (citations omitted). Here, the deci—
sion to dispose of agricultural homesteads involves both
policy considerations and agency expertise on a matter com—
mitted to DNR"s discretion. We thus confine our review to
determining "whether the decision was arbitrary, unreason—
able or an abuse of discretion,”™ North Slope Borough wv.
LeResche, 581 P.2d 1112, 1115 (Alaska 1978) (footnote omit—
ted) ,

Alaska Survival first argues that DNR"s disposal
decision was arbitrary because the agency failed to ade—
quately consider the potential effects on area water quali—
ty. However, the record shows that DNR officials
specifically considered water quality when they designed the
site plan and when they later decided to reduce parcel siz—
es. DNR also <considered a Department of Environmental
Conservation study concerning the effects of agricultural
development on water quality as well as 1input from local
residents offerad during the numerous public hearings held
to discuss plans £for a Chase disposal. DNR concluded that
water quality could be protected by retaining "buffer 2ones”
of state land along streams and by requiring farmers to file
and secure DNR approval of homestead conservation plana
showing the location of proposed clearing and

ground-breaking. See 11 AAC 67,155.

310.1



Baaed on this record we conclude that DNR did not
act arbitrarily in determining water quality would be
adequately protected.

We next address appellant®s contention that the
disposal violates the intent of the Homestead Act, AS 38.09r
and contravenes the constitutional mandate that state land
be developed "consistent with the public interest,” Alaska
Const, art. VIII, S I. Alaska Survival asserts that because
thedisposal involves land with "severely limited
agricultural uses,”™ the resulting homesteads will not be
economically feasible and clearing requirements will Dbe
minimal. In appellant®s view, the transfer of such land for
"free" constitutes an i1llegal waste of state resources.

Alaska Survival 1is correct that the disposal of
parcels with little or noclasB Il or 11l soils will result
in minimal clearing requirements. See AS 38.09.050(a)(5).
However, this does not violate any statutory requirement and
DNR could reasonably conclude that such a disposal also dees
not constitute a waste of state resources. First, even

where clearing requirements are minimal, a homesteader still

6 . AS 38.09.050(a)(5) requires a homesteader to
clear and either put into production or prepare for
cultivation "21 percent of the land <classified for
agricultural use or 50 percent of the land having Class Il
or 11l soils, whichever is less.” (Emphasis added.)

-10- 3101
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must mark the boundaries and survey the land, build a perma—
nent dwelling and reside there, AS 38.09.050(a), Second,

there 1s no statutory requirement for actual cultivation or
harvesting, regardless of the soil quality. The legislature
apparently recognized that agricultural homesteads might be

located in marginal areas., |In fact, the legislature in 1984
amended AS 38.09.050(a)(5) to reduce the clearing require-

ment on parcels with poor-quality soil. Ch. 152, S 53, SLA
1984. We therefore reject a reliantl3 claim that the Chase
disposal will result in a waste of public resources.

We turn now to Alaska Survival®s argument that it
was unreasonable and arbitrary for DNR to proceed with the
lottery after learning that the soils data used to plan the
disposal was seriously 1inaccurate. DNR had based both the
original commercial agriculture proposal and the revised
homestead proposal or. the premise that the land contained
predominantly class 11 and 11l soils, and therefore was
suitable for farming. These soil classifications were
specifically noted in the best interests finding. The new
information received shortly before the scheduled Ilottery
showed that the disposal areaicontained predominantly class
IV or worse soils, which are generally suitable only for
grazing and, 1iIn some cases, growing hay.

This new information cbviously was significant! &

special meeting of division directors was called to discusa

~H- 3101
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4
the soils data and decide whether to alter the planned dis—

posal. Alaska Survival asserts that the decision by DNR

officials to proceed with the disposal was improper and that

DNR should have postponed the Ilottery, sought additional

public comment and seriously evaluated the new soils in~
formation, particularly the effect grazing might have on wa—
ter quality and area wildlife. IT the agency then decided

to proceed, Alaska Survival contends DNR should have issued

an amended best interests finding.

There is no explicit statutory requirement for an
amended finding and/or additional public comment upon the
discovery of new information. However, an agency"s failure
to consider an important factor will render its decision ar—
bitrary. Southeast Alaska Conservation Council, Inc. wv.
State, 665 P.2d 544, 548-49 (Alaska 1983). Our rple 1is to
ensure that the agency has '"taken a “hard look* at the
salient problems™ and has ™"genuinely engaged in reasoned
decision making." Ld. at 549 (quoting Leventhal,
Environmental Decision Making and the Role of the Courts,
122 U, Pa. L, Rev. 509, 511) (emphasis 1in original). We

have recognized that complete and accurate information is

not a prerequisite for all disposal decisions. For example, -

in Hammond v. North Slooo Borough, 645 P.2d 750 (Alaska
1982), we upheld the Commissioner of DNR"s decision that the

sale of oil and gas leases in the Beaufort Sea was 1in the

12-

3191
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state™s best interests; despite some uncertainty about the
impact on the subsistence lifestyle of the Inupiat Eskimos*
Id. at 759-61.

Similarly, the federal courts, 1iIn construing the
National Environmental Policy Act, have held that an agency
has a continuing duty to gather and evaluate new informa—
tion, but that a supplemental environmental impact statement
(EIS) i1s not always required when new information becomes
available. Warm Springs Dam Task Force v. Gribble, 621 E,2d
1017, 102J-24 (9th Cir. 1980). The test 1is whether the
agency evaluated the information and made a "reasoned
determination™ not to re-open the review process. ki. at
1024.

A question similar to the one before us was raised
in State of California v. Watt, 683 F.2d 1253 (9th Cir.
1982) , rev"d or. other grounds sub non. Secretary of Interior
v. California. 464 U.S. 312, 78 L.Ed.2d 496 (1984). There,
plaintiffs sought to enjoin a federal off-shore lease sale
on the grounds that revised estimates of oil and gas
reserves iIn the lease area required supplementation of the
EIS. The new data showed twice the reserves t originally
estimated. Id, at 1267. The court upheld the decision to
proceed without supplementation after concluding that the
Department of Interior had ™"carefully considered” and made

public the new data. Id at 1268.

13 3201
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Here, DNR division directors met to evaluate the
new soils 1information and consider whether to proceed with
the disposal. The director of the Division of Lands
prepared a u«:ision Memorandum which analyzed the soils data
and 1ts effect ~on t;e Chase 6rojec:. He concluded that
while some of the disposal area was not suitable for
traditional cultivation as originally planned, the land
still was suitable for grazing and other ™"less intensive
agricultural wuses.” The memorandum recommended that no
changes be made in the disposal plan.The directors
unanimously decidedto go ahead with the lottery - then
scpeduled for two weeﬁs away - and both deputy
commissioners and a special assistant to the Commissioner
concurred. Following the lottery, DNR informed the winners
of the new soils data.

Given these facts, we are not prepared to say that
DNR acted arbitrarily or unreasonably, although we consider
it a very close r=_q,uestion whether DNR gave the new soils
information the kind of scrutiny necessary. Agency
officials clearly considered the new soils information, then
decided to proceed because, in their view, the project still
contained enough land suitable for agricultural homesteads,..
The question whether land is suitable for such a purpose and

whether the public 1nterest 1is best served by such a

disposal falls directly within the agency"s area ot

-14 3101
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expertise. We will not substitute our judgment. Hammond v.
North Slope Borouoh# 645 P.2d at 758-59. We note, however,
that i1t would have been preferable for DNR to have made
public the new Boils information prior to the lottery, and
to have more extensively analyzed the information and its
impact on the planned disposal.

In summary, we hold that there was a reasonable
basis for DNR"s finding that the Chase agricultural home—
stead disposal would be in the state®"s best interests, and
that DNR"s subsequent decision to proceed with the lottery

after considering the revised soils data was not arbitrary,.

B. Procedural Violations

We next address whether DNR"s disposal decision
wus invalid due to procedural violations. To resoive this
Issue we must interpret certain statutes that govern the
state®"s land planning and disposal process. Because inter—
pretation of these statutes does not require the special ex—
pertise of the agency, we exercise our independent judgment
to determine whether DNR complied with the statutory re—
quirements 1in deciding to dispose of Chase IIl land. Moore
v. State, 553 P.2d 8, 26, 33 (Alaska 1976); State v. Aleut

eCorp., 541 P.2d 730, 736 (Alaska 1975).
Alaska Survival asserts that DNR violated AS

38.04.065 by classifying Chase Jland for agricultural use

15 3101
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before developing a regional land use plan, DNR adopted the
Susitna Area Plan, a comprehensive vregional plan that
includes the Chase area, 1in April 1985, seven months after
the lottery. Land included in the lottery was classified in
two orders signed in 1980 and 1984. The first order is not
challenged since it occurred while a statutory exception was

in effeg} allowing land classification prior to regional
« - ———— et

plannings However, Alaska Survival contends that the 1984
order, which <classified 1,287 acres 1in the Chase area
including 907 acres in the Chase 111 project,8 violated AS
38.04.065. The statute provides in relevant part:

Land use planning and classification.
@ The commissioner shall, with local
gove -nmental and public involvement 1in
accordance with AS 38.05.945, develop,
maintain and, when appropriate, revise
land use plans which provide, by regions
or areas, for the use_of the state-owned
land,

7. Former AS 38.05.047(a)(5)(C) was enacted by
ch. 85, S 13, SLA 1979, and repealed by ch. 113, S 45, SLA
1981. It directed the commissioner of DNR,
"[n]Jotwithstanding the provisions of AS 38.-04," to classify,
before September 1, 1980, all sta 3 lands in municipalities
determined to be best suited for disposal for agricultural
use. See State v. Weidner, 684 P.2d 103, 107 (Alaska 1984).

8, The state asserts that the 1984
classification order affeCwad only 280 acres 1in the Chase
11l disposal. However, our reading of the record indicates
that 907 acres in the Chase project were covered by the 1984
classification, including 347 acres 1in the lottery disposal
and 560 acres scheduled for a second phase offering.

-16- 3101
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(c) As a basis for more detailed
land use planning and classification,
the coirmissioner shall develop regional
land use plans for the use of all state
land. These regional plans shall 1den—
tify and delineate

(1) areas of settlement and settle—
ment 1impact, vhere land must be classi—
fied for various private uses and for
public recreation, open apace, and other
public uses desirable in and around set—
tlement; and

) areas which must be retained in
state ownership and planned and classi—
fied for various uses and purposes 1in
accordance with AS 38.04.015.

@ Official regional or area
plans and subsequent amendments adopted
by the commissioner after public and lo—
cal governmental participation shall be
signed and dated by the commissioner.
After adoption of an official regional
or area plan, land classifications” shall__
be-made~n”c~cordahce~ with "th"ese offi-
cial-plans.  —mmmm -

We discussed this statute in State v. Weidner, 684
P.2d 103 (Alaska 1984), and concluded that AS 38.04. 065 (d)
"generally requires the development of [land] use plans be—
fore classification” of state lands. Id. at 107, We did
not elaborate on thi3 requirement because the land involved
in Weidnor was covered by a specific statutory exception,
repealed in 1981, permitting classification prior to plan—
ning, Id. As explained below, however, the interpretation
stated in Weidner i3 consistent with constitutional mandates
and the legislature®s overall approach to the management of

state lands,

3101
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The framers of the Alaska Constitution placed a
high value on the state"s land resources. Moore v. State,
553 P.2d at 30. Article VIII, ssction 10 of the consti—

tution provides: "No disposals or leases of state lands, or
-7 - i —

interests therein, shall be made without prior public notice

and other safeguards of the public interest as may be prea

scribed by law.

In accordance with this provision, the first Alas—
ka legislature enacted the Alaska Land Act, AS 38.05, to es—
tablish procedural safeguards for the management and dispos-
al of state lands and the natural resources they contain
The legislature later added AS 38.04, setting forth state

policy for the use and classification of state lands. Alas—

ka Statute 38.04.005(a) provides:

In order to provide for maximum use of
state land consistent with the public
interest, it is the policy of the State
of Alaska to plan and manage state-owned
land to establish a balanced combination
of land available for both public and
private purposes. The choice of land
best suited for public and private use
shall be determined through the iInvento—
ry, planning, and classification pro—
cesses sat out Tin AS 38.04.060 -
'38.~0~4.tiy6.-------------=--- -

(Emphasis added.) These referenced statutes require 1) an
inventory of all state lands, 2) the preparation of regional
land use plans based on consideration of a wide range of

factors, and 3) the classification of state lands.

e 3101
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In our view, both the organization of the statute-l
ry scheme and the particular language of AS 38.05.065(c) and
(d express an wunambiguous intent that regional planning
precede land classifications and disposals. Subsection
.065(c) specifically directs DNR to develop regional land
use plans B[a]s a basis for more detailed land use planning
and classification.” Subsection .065(d) provides, 1in parts
"After adoption of an official regionr.l or area plan, land
classifications shall be made 1in accordance with these offi —
cial plans.” To interpret these provisions to allow classic
fication and disposal before regional planning defies logic,
it makes little sense to vrequire comprehensive regional
planning after the relevant land use decisions already have
been made, especially irrevocable disposal decisions.

DNR, however, suggests a different interpretation
of AS 38.04.065(d), DNR contends the planning requirement
may be met by a site-specific "land planning report” pre—
pared in advance of a comprehensive regional land use plan.
This interpretation is reflected in a regulation adopted by
the department. See 11 AAC 5?.030 (eff. Nov. 12, 1978? arc
Sept. 7, 1983). It permits cfassification of land based on
a "brief, site-specific planning document prepared 1In the
absence of an area or management plan”™ as 1long as the
document considers certain factors identified in the.

statutory provision. 11 AAC 55.030(e). Relying on this

"9 3101
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regulation, DNR adopted a site-specific "land planning re~
port” covering the 1,287 Chase acres included in the 19Bd
classification order,

We cannot accept the argument that this regulation
properly implements AS 38.04.065. DNR 1s correct that the
statute does not define "regions or areas"™ when i1t direct?
DNR to "develop . . . land use plans which pg’ovide, by re~
gions or areas, for the use of the state-owned land."™ AS
38.04.065(a). When read in its entirety, however, the stat-~
ute"s meaning 1is plaint it mandates a comprehensive,
broad-acale planning process prior to site-specific planning
and classification. For example, subsection .065(c) speci<
fies that regional land use plans be developed "[a]s a basis
for more detailed land use planning and classification."”
DNR may be correct that the statute does not require plane
on the scale of the Susitna Area Plan, which covers 15.8
million acres. However, it would be difficult to use a
planning report covering only 1,287 acres as the basis for
more detailed 1land wuse planning. We conclude that &
regulation which permits land classification based on a
planning document covering only 1,287 acres 1is inconsistent
with the statutory scheme.

.DNR argues that this interpretation 1is incorrect
because the legislature did not intend, by enacting AS

38.04.065, to halt all state land disposals pending

3101
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completion of regional plans. We agree that when the
statute was enacted in 197, as part of a land planning and
disposal bill the legislature expressed 1its intent to
accelerate the disposal of state Iands.9 However/ the leg—
islature recognized that 1in order to assure some iImmediate
disposals i1t would need to temporarily relax the statutory
planning requirements. Thus/ the legislature enacted former
AS 38.05.047 (a)(5)(C)10 to permit, for a limited time
period, the classification of agricultural 1land without
meeting the planning requirements of AS 38.04.065. IT the
legislature did not 1intend AS 38.04.065 to bar clas—
sifications in the absence of regional land use plans, this
temporary statutory exception would have been unnecessary«
The repeal of the exception in 1981 further 1indicates that
the legislature intended future classifications to be based
on regional plans,

For these reasons, we conclude that AS 38.04,065
requires regional planning to precede land classification,

and that a regulation which permits classification based on

9. For example, one section of the bill required
DNR to make available for disposal a minimum of 50,000 acres
in 1979 and to propose similar disposals 1In subsequent
years, ch. 181, S 5, SLA 1978. That section, in former AS
38.04.020, has since been ropealed.

10. See supra note 7,

-21-
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a site-specific plan covering only 1,287 acres contravenes
the language and intent of the statute. DNR"s 1984 class!-
fication of Chase lands was therefore improper.

The next question is whether DNR"s failure to en—

gage in proper planning requires invalidation of the Chase

disposal, DNR argues that since the regional plan 1is now
complete and designates the Chase Ill1 area for agricultural
homesteading, any planning violation 1is moot. In deciding

this question we must consider whether DNR would have made
the same decision concerning t*ie Chase disposal if the
agency had first developed a regional plan as required by AS
38.04.065, In other words, did the procedural violation
have any real impact on DNR"s substantive decision to
proceed with the homestead disposal? For the reasons
discussed below, we conclude that it did. We therefore
reject DNR13 mootness argument.

First, the record supports Alaska Survival®s con—
tention that the Susitna Area Plan (SAP) simply ratified,
without comprehensive analysis, DNR"s wearlier decision (r
dispose of Chase agricultural land, and that the planners
failed to address certain issues because of this litigation.
In a document containing public comments on the draft plan,
and responses by DNR, several persons criticized the SAP"s
handling of the Chase area and <claimed that the plan

contained some factual errors, DNR responded: "The Chase

-22- 3Jt01
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Il agricultural homestead disposal is presently the subject
of a lawsuit by Alaska Survival. The 1issues raised above
cannot be resolved -1 the outcome of the litigation is
known . , ,

We also note that the SAP"s designation of the.
3/530-acre Chase 111 area for agricultural homesteading ap~
pears inconsistent with the plan®s statement of overall man®5
agement guidelines for agricultural lands. The guidelines
state that blocks of 2,000 acres or more of agricultural
lands "should be used primarily to support commercial Tfarm—
ing under the state®"s standard agricultural land disposal
(rather than under the homestead program ..o )"
(Emphasis added.) The guidelines further state that*.
"[s]cattered, smaller parcels” should be considered for the
agricultural homestead program. This inconsistency 1is &
further indication that the plan simply ratified DNR"s
earlier decision to dispose of Chase lands as agricultural

homesteads.

11. The response document also contained a
citizen"s suggestion that the Chase management unit receive
a detailed management plan. DNR responded: "the plan will
recommend amanagement plan be done ... if it is
determined that lots of important land use decisions remain
to be made. This would be the case 1if, as a result of
litigation on the Chase 11l ag [agricultural]homestead
area, the project is halted entirely."

-23- 3101



DNR*s mootness argument also 1is invalid for a sec—
ond reason. We are persuaded that the disclosure and public
discussion of certain information in the SAP would have
prompted closer consideration of alternative disposal areas.
According to the SAP, the planning area includes approxi-~
mately 400, OwO acrni of publicly owned cultivable soils in
contiguous blocks large enough to support farming. Of these
lands, the SAP identifies 26,120 acres in the planning
region which are currently scheduled for state disposals.
The Chase 111 land thus represents less than one-seventh of
the state 1land in the region identified for agricultural
disposal. If this information had been available prior to
the Chase 11l classification and disposal, local residents
(or even DNR planners) could have suggested alternative
disposals with potentially less impact on area resources.
Also, had the plan been completed and made public when the
error regarding the quality of Chase soils was discovered,
it may have spurred reconsideration to determine if one of
the other areas 1identified for disposals would be better
suited for agricultural homesteads.

In short, we believe that DNR"s failure to develop
a regional plan before classifying and disposing of the
Chase 111 land was a serious procedural violation that may
well have affected the agency ™ disposal decision. We also

note that the state"s mootness argument ignores one of the

_24-
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purposes of a regional planning process - to allow for
“feaningful participation®” by local governments, state and
federal agencies, adjacent landowners and the general pub-—
lic. AS 38.04.065 (b)(8); see .also AS 38 .04.065 () and
(b)(2). Meaningful participation is thwarted where citizens
lack key factual information, such as information in this
case regarding other areas within the planning region spe—
cifically identified for agricultural disposals.

For these reasons, we conclude that DNR"s adoption
of a regional plan seven months after the Chase lottery did
not cure the agency"s prior violation of statutory planning
requirements. We therefore hold that the Chase 111 disposal
is invalid. We remand DNR"s disposal decision to the agency
for further consideration and public cg%ment in view of the
regional plan and any revisions deemed necessary to the
plan.

Because we hold the disposal invalid due to the
planning violation, we need not decide Alaska Survival®s
claim that a written finding that the homestead disposal was
in the state®"s best interests was not timely made or provid-—
ed to appelxants upon request, as required by AS
38.05.03S (e). On remand, when DNR reconsiders 1its decision
in view of the SAP, the agency will have to make a new best
interests Tfinding if it decides to proceed with a disposal,

If that occurs, DNR will be vrequired to publicize the

-25-
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finding and provide an opportunity for meaningful public

comment. 12

C. Attorney > Fees

Alaska Survival and the individual appellants con—
tend the trial court erred when it denied their status a»
public interest plaintiffs and ordered them to pay $10,420
i:zi attorney”"s fees.13 Because of our holding on the merits
of this appeal, the state nc longer is entitled to fees as
the prevailing party. However, Alaska Survival®s claimed
status must still be examined since a prevailing public
interest litigant is generally entitled to full reasonable
attorney"s fees vrather than partial fees. Anchorage v.

McCabe, 568 P.2d 986, 991, 993-94 (Alaska 1977),

Alaska Survival also contends that DNR
violatau statutory procedural requirements, see AS
38.04.020 (j), in handling a nomination made by one of the
individual appellants, Judy Price, to remove 35,000 acres of

Chaso-area Jland from the state®s land disposal bank. This
issue is not properly before us. DNR notified Price in
January 19840f the Commissioner”™s decision not to
reclassify the nominated land as requested. Under Alaska
Appellate Rule 602 (a)(2) Price had 30 days to appeal the
Commissioner®s decision to the superior court. No filing
occurred until September 1984, when appellants sued to
challenge DNR"s disposal decision and included the land bank
nomination among several <claims of error. We therefore
decline to consider this 1issue. See Ballard v. Stich, 628

P.2d 918, 920 (Alaska 1981).
13. Although the trial court apparently did not

(Footnote Continued)
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In Oceanview Homeowners Association, 1Inc. v. Quad-—
rant Construction and Engineering, we reiterated the Sour
criteria for identifying public interest suits:

(I) whether the case is designed to ef—

fectuate strong public policies; @)

whether, if the plaintiff succeeds, nu-—

merous people will benefit from the law—

suit; (3 whether only a private party

could be expected to bring the suit; and

(4) whether the litigant claiming public

interest status would Jlack sufficient

economic incentive to bring the lawsuit

if it did not involve issues of general

importance.

680 P.2d 793, 799 (Alaska 1984) (citing Xenal Lumber Co. .
LeResche, 646 P.2d 215, 222-23 (Alaska 1982)).

The state does not dispute that this litigation
satisfies the first three criteria. The state contends,
however, that the appellants do not qualify as public
interest litigants because they had a strong economic
incentive to bring this lawsuit whether or not it involved
issues of public importance. The state notes that
appellants argued to DNR and the trial court that they are
economically dependent on use of the 1land in the disposal
area to gather firewood anc house-building logs, and to hunt:

1
and fish for food. We conclude, however, that a more

(Footnote Continued)

make a specific finding on the issue, implicit 1in the
court®s award of foes against Alaska Survival ie the finding
that this is not public interest litigation.
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substantial financial interest i3 required before a litigant
will be deemed to have an independent economic incentive to
bring suit.**

In two analogous cases we recognized the public
interest status of residents who challenged zoning decisions
affecting their neighborhoods. The first case, Anchorage ~.
McCabe, 563 P.2d at 989-91, involved two homeowners who
challenged the constitutionality of an ordinance and a city
council decision permitting construction of two high-rises
in their neighborhood. The second case, Oceanview
Homeowners Association, 680 P.2d at 795, involved a group of
homeowners who sued wunsuccessfully to overturn a 2oning
board decision allowing continued use of a private airstrip
near their homes. In concluding that the Oceanview
plaintiffs were public interest litigants, we noted they had
consistently emphasized health and safety rather than
economic concerns. Id. at 799.

Here, no argument was made that the Chase disposal
would result in economic injury by causing property values

to decline. Instead, appellants emphasized concerns about

14. See, e.g., Kenai Lumber Co. V. LeResche, 646
P.2d 215, 223 falaska 1982) (competing lumber company
seeking commercially valuable timber denied public interest
status) ! Mobil Oil Corp. v. Local Boundary Corm"n, 516 P.2d
92, 104 (Alaska 1974) (denial of public interest status
proper where large suras at stake).
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contamination of water supplies, 1impact on area wildlife and
the general effect that 1increased settlement would have on
the quality of their subsistence lifestyle. While
appellants stressed their dependency upon the use of state
land in the disposal area for hunting, Tfishing, and wood
gathering, they relied on these resources for personal
rather than commercial purposes. This 1is not the type of
substantial economic interest sufficient to bar a litigant

from qualifying as a public interest plaintiff.

The superior court judgment is REVERSED and DNR %
disposal decision is REMANDED to the agency for further con-—
sideration. The court 1is directed to recognize appellants®

public interest status and award attorney®"s fees according—

ly.

-29- 3101
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STATE LAND CLASSIFICATION
AND LAND DISPOSAL BANK

1986 Report to the Legislature

This report fulfills two requirements:

1 A report to the legislature which describes and shows the location of all
classifications of state land during the preceding year due on February 1 of each
year. [AS 38.05.300(b)]

2. A rcpurt to the legislature on the status of land in the disposal bank, due on
January 15 of each year. [AS 38.04.020(d)]

Summary

1. Land classification identifies the purposes for which state land has been
allocated.

2. All land classification actions are based on a land use plan prepared by the
Department of Natural Resources.

3. Adopted plans cover about 36 million acres (44%) of state-owned land Plans
arc in progress for another 19 million acres. When the ongoing plans arc
complete, two-thirds of state-owned land will be covered by a land use plan.

4. All classification categories are for multiple use, although a particular use
may be considered primary. Land may be given up to three classifications in
combination.

5. In 1986, the department classified 2,275,275 acres of state land, bringing the
total amount of classified land to 64,008,155 acres. Most of the 1986
classifications resulted from the Susitna Area Plan, the Tanana Basin Area Plan.
the Hatcher Pass Management Plan, and the Matanuska Valley Moose Range Management
Plan.

6. The land disposal bank contains land classified for disposal. The total amount

of land in the disposal bank as of December 31, 1986, is 504,943 acres: 121,192
acres for homesteads; 23,728 acres for subdivisions; 378,662 acres for
agricultural disposal; 1,640 acres for commercial and industrial disposal; and
655 acres for other purposes. (20,934 acres of agricultural lands arc included
in both homesteads and agricultural disposal and are therefore subtracted to
avoid double counting.)



PLANNING, CLASSIFICATION, AND MANAGEMENT

Land and Resource Planning

All land classification actions arc based on a land use plan prepared by the

Department of Natural Resources.
development of state land and resources.

Land use plans provide guidance for the use and
State law requires that these plans be

consistent with local governmental land use plans to the maximum extent determined to
The department prepares two kinds of land use
plans: area plans and management plans.

be consistent with state interests.

Area plans, such as the 11-million acre Bristol Bay Area Plan, cover relatively large
regions of the state. With participation by agencies and the public, resources are

identified and land use values are determined.
primary and secondary uses.

Area plans allocate state land for
To ensure multiple use and avoid conflict, the alloca-

tions arc accompanied by management intent statements which give direction to land
managers and guidelines for applying specific land classification. About 36 million
acres of state land are now covered by adopted area plans in the most populated

regions of the state.

Management plans, such as the 115,000-acrc Matanuska Valley Moose Range Management
Plan, are more detailed than area plans and usually cover much smaller a-eas. The
process for preparing a management plan is similar to that of an area plan.

Figure 1. LAND USE PLANNING aiaska department of natural resources
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Status of Area Plans

Plans arc listed below with the acr age of patented and tentatively approved state
land within their planning areas. Patent and tentative approval apply to uplands
only. The Submerged Lands Act gave states ownership of tidelands and submerged
lands. Some plans, such as the Southwest Prince of Wales Island Area Plan, address
primarily tidelands and submerged lands and, therefore, have a relatively small
acreage of patented and tentatively approved land.

Table 1.
Status of Area Plans and Management Plans

ADOPTED AREA PLANS ACRES

Bristol Bay 11,000,000 acres
Copper River Basin 2,500,000 acres
Delta*Salcha 1,300,000 acres
Haines*Skagway S°° ©°° acres
Nenana-Totchaket 1,000,000 acres
Southwest Prince of Uales Island 3,400 acres
Susitna 9,500,000 acres
Tanana Basin 9,600,000 acres
Willow Subbasin 460.000 acres*

SUBTOTAL 35,763,400 acres

AREA PLANS IN PROGRESS

Kuskokwim 14,300,000 acres
Northwest 4,200,000 acres
Prince of Wales Island 30,000 acres
Prince William Sound 800.000 acres

SUBTOTAL 19,330,000 acres

GRAND TOTAL 55,093,400 acres

The Uillou Subbasin includes Hatcher Pass and the HatanuslLa
Valley Hoose Range, for which management plans were completed
in 1986. Acreage of patented and tentatively approved land
reclassified as a result of these management plant are:

Hatcher Pass 211,000 acres
Hatanuska Valley Hoose Range 115,000 acres



Figure 2. PLANNING REGIONS ALASKA
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Classification

Land classification is an integral step in the process of making Alaska's land
available for public and private use. It serves to identify the purposes for which
the land has been allocated.

All classification categories are for multiple use, although a particular use may be
considered primary. In some cases, land may be given up to three classifications in
combination. Uses are presumed to be compatible until proven otherwise. AIll of the
categories also allow surface leasing, mining claims, sale of materials and oil and

gas leasing unless restricted through a land use plan. The settlement classification
category provides for the sale of land and the agricultural classification provides
for the sale of rights in the land for agricultural purposes. Public notice must be
given prior to classifying or reclassifying land (AS 38.05.945).

State land and water may not be administratively closed to multiple use if the area
involved contains more than 640 acres. Larger, singlc-purpose areas such as parks
and critical habitat areas must be established by the legislature.

On September 7, 1983, new land classification regulations became effective (11 AAC
55). These amendments simplified the previous regulations, modified the
classification requirement for mineral location, and placed a greater reliance on
land use plans and land planning reports to provide land management guidance. Seven
of the old classifications were eliminated and seven categories were added. Disposal
classifications such as private recreation, residential, commercial, industrial and
utility were combined under the single classification category called settlement

land. New classifications include coal, geothermal, oil and gas, transportation
corridor, water resources, and heritage resources land. The classification

regulations continue to provide for up to three classifications where more than one
primary resource value exist.

Land classified since September 1983 remains open to locatable mineral entry unless
specifically closed by a mineral order. Land classified under certain categories
before September 1983 was automatically closed to mineral entry or required the use
of leasehold location. Lands so classified retain their mineral entry restrictions

or closure until they are reclassified.

Alaska Survival v. State of Alaska

On August 19, 1986, the Alaska Supreme Court rendered a decision in Alaska Survival
y. State of Alaska. The decision reversed the department’s decision to dispose of

the Chase IlIl Agricultural Homesteads because the department classified state land
for this project before the Susitna Area Plan was adopted and thereby violated the
statutory requirement that classification of land be based on a regional or area

plan. The department’s petition for rehearing was recently denied without any
further clarification of the ruling. To comply with the court ruling, the department
no longer classifies land outside adopted area plans.

The court ruling in Alaska Survival v. State of Alaska docs not affect the
validity of classifications in effect before August 19, 1986. To comply with the
court ruling, the department no longer classifies land outside adopted area plans.
However, since the court’s interpretation of state law in Alaska Survival v. State
of Alaska amounts to a moratorium on the use of much of the state’s land, the
department intends to ask the legislature to clarify its intent by amending

AS 38.04.065.



Land and Water Management

Land use plans and the classifications that result from them are fundamental tools in
achieving the department’s basic goals of sound land and resource stewardship,
responsible decision-making, and greater economic vitality and quality of life for
Alaskans. The decisions made through planning and reflected in classification
attempt to help achieve these goals by ensuring that suitable land is acquired jy the
state, managed for the overall welfare and satisfaction of present and future
generations, and made available for private devclomcnt of resources where doing so
benefits the state.

Plans recommend lands to select to fill the remainder of our 105 million acre land
entitlement and lands to be relinquished. The state’s land base of 82 million acres
is increasing annually. As it approaches our entitlement the remaining selections
become particularly important.

As Alaska’s land base and population grow and stabilize, and as development in the
state expands, demand for public and private use of state land increases
tremendously. Planning is a primary mechanism used by the department to resolve
competing demands, decide the best use, and minimize conflicts between coexisting
multiple uses.

A basic decision the department must make is which lands will remain in state
ownership and which should be offered for sale. Disposal projects are often
controversial. Area and management plans ensure that a sufficient amount of good
quality land is offered for sale, and for deciding which land to offer.
Classification for settlement follows the plan and is the initial step in the formal
process of land disposal.

Figure 3. Area Plan Status
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Most land retained by the state is managed for public use. The department’s plans
give land managers guidance on such actions as granting permits, leases, material
sales (i.e., sand and gravel) and rights-of-way. Statements of management intent for
each area determine whether a proposed action should take place and guidelines
specify how actions will be managed to protect other resources and minimize
conflicts. Classification for retained land reflects the primary uses designated in
area plans. Classification by itself docs not give guidance for how areas should be
managed. Plans must be referred to for this guidance.

Water management by the state is similarly tied to the department’s land use plans
and their resulting classifications. Land allocations consider water quality and
quantity; its value for human consumption, recreation, fish and wildlife habitat,
land transportation; and its use in various kinds of resource development, such as
mining or agriculture.

Water management decisions such as the alloca*:on of water rights must be consistent
with the plan’s land management intent and gui..nines. Plans also may give some
guidance directly to water management, for example, by setting priorities for
studying rivers in a region for possible instream flow reservations to protect
important resource areas.

Figure 4. Planning Process
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PURPOSE OF THE REPORT

In accordance with a Legislative Budget and Audit Committee
request and the provisions of Title 24 of the Alaska Statutes,
this special report was prepared to document our review of
land use plans prepared by the Department of Natural Resources.
Our review was conducted to determine the following:

1. The number of land use plans completed or underway.
2. The start and completion date for each plan.

3. The costs per plan.

4. The proposed plans including estimated start and
completion dates, budgeted costs, and positions.
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ORGANIZATION AND FUNCTION

Land use planning activities are carried out mainly by the
Department of Natural Resources (DNR), Division of Land and
Water Management (DLWM), under the authority of AS 38.04.
The Division of Forestry and the Division of Parks and
Outdoor Recreation also prepare land management plans as
directed by specific authorizing legislation. Although the
Department of Fish and Game does not prepare land use plans
itself, 1its Habitat Division is always a participant in the
K;aqgigg process under the authority of AS 16.05.020 and

There are three types of land use plans set out In
11 AAC 55.030:

Statewide

The Statewide plan involves preparation of a land use
resource inventory, development of resource and land use
policies, and determination of primary use designations.

The plan sets forth overall Statewide management guidelines.

Area

Area plans involve development of land use management goals
and objectives for specific regions within the State with
reference to the overall Statewide plan. Area plans set
forth unit management intent, designations, guidelines,
priorities, and classifications.

Management

Management plans involve plan implementation. This includes
preparation of detailed site-specific plans within areas and
includes field inventories and reclassification recommenda—
tions, as well as determination of restrictions, prohibi—
tions, and permitting requirements.

The planning process 1is comprised of the following six
steps:

1. An interagency planning team is formed with representa—
tives from each major interest group in addition to the
lead agency staff. This may include other divisions
within DNR, other State agencies, the Federal govern—
ment, local government, and local organizations or other
interested parties.

2. The team 1identifies land use issues and needs through a
series of public workshops and meetings.
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An inventory of existing and potential uses and objec—
tives is developed based on resource type.

Alternative land use plans are developed and presented
to the agencies and the public for review and comment.

A draft plan is developed, reviewed at public hearings,
revised as necessary, and notice of classification is
given.

The final plan is adopted by the Commissioner.
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AUDITOR®"S COMMENTS

The Department of Natural Resources has undertaken 28 land
use plans since AS 38.04 was enacted in 1978. The Statewide
plan was completed =n 1983; however, because additional
information is continually made available, the plan is being
updatea on an ongoing basis. In addition, 12 area plans and
15 management plans have been undertaken. All plans are
listed in Appendix A along with their start and completion
date (if underway, estimated completion date).

The following table shows a breakdown of the plans by type
and status:

Plans ComDlete Underwav Total
Statewide ongoing 1 l
Area 7 5 12
Management 12 3 15
Total ig £ 28

Cost information for individual plans is available only for
area plans which are underway. Project accounting records
for completed plans are not adequate to provide requested
cost information by plan. Appendix B shows the cost break—
down by project for area plans underway.

Management plan costs were not accounted for on a project
basis; however, the following estimates were made available
by DNR/DLWM to provide some perspective:

Estimated Costs . 18 Months 24 Months
Personal Services $125,000 $165,000
Travel 2,000 2,000
Contractual 31,000 31,000
Other 1.000 1,000
Total $159.000 $199.000

Costs incurred by the Department of Fish and Game were not
accounted for by individual plan. However, the Department
could provide estimates of their actual and estimated costs
to complete their work on the area plan. These costs are
included in Appendix B.

The Department of Natural Resources has not budgeted fcr any
additional plans and does not intend to undertake any plans
other than those currently underway unless the legislature
provides specific funding for the project.
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APPENDIX A

DEPARTMENT OF NATURAL RESOURCES

SCHEDULE OF LAND USE PLANS
October 27, 1986

Begin
Plans Date
Statexiide Plan 07/78
Area Plans
Haines-Skagway 07/78
Willow Sub-basin 09/77
Delta-Salcha 01/80
Susitna 01/82
Tanana 02/82
Bristol Bay 07/81
SW Prince of Wales 07/81
Northwest 04/85
Kuskokwim 05/85
Copper River Basin 08/84
Prince of Wales Is. 07/85
Prince William Sound 10/85
Management Plans
Division of Land and
Water Management
Deep Creek ; 07/80
Delta Il West 02/81
Delta Il East 02/81
Nenana-Totchaket 03782
Salcha River 01/83
Little Chena River 03/83
Delta Creek 07/83
Fish Creek 07/83
Fairbanks Boro Trails 09/84
Matsu Valley Moose 07/85
Hatcher Pass 07/85
Remote Cabin Permit 03/86
Division of Parks and
Qutdoor Recreation-
Kenai River 07/84
Division of Forestry
Haines-Chilkat 07/82
Tanana Valley 01/84

Complete
Date

ongoing

06/79
09/82
11/83
04/85
04/85
09/84
06/85
02/88
02/88
12/86
03/88
09/87

06/81
12/81
01/82
08/82
06783
12/83
08783
08784
suspended
07/86
10/86
05786

07/86

06/86
05787
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FY 85 & FY 86 Actual

Department of Natural

Resources (DNR)

Personal Services
Travel
Contractual

Other

Total DNR
(Man-Months)

Department of Fish
and Game (DFG)

Personal Services
Travel

Total DFG
(Man-Months)

Total FY 85 & FY 86
Actual

Personal Services
Travel
Contractual

Other

Total Actual

APPENDIX B

DEPARTMENT OF NATURAL RESOURCES AND
DEPARTMENT OF FISH AND GAME
SCHEDULE OF ESTIMATED COSTS

FOR AREA PLANS UNDERWAY
For Fiscal Years 1985 through 1988

(Note 1)

Copper Prince
River of Wales
Basin Kuskokwim Northwest Island

$229,300 $106,000 $139,300 $119,900
7,700 17,000 24,000 9.000
13,800 6,800 11,100 11,400
5,400 6,700 5,200 1.000

256,200 136,500 179,600 141,300
(60) (29) (38) (30)
78.600 8,300 13,500 12.500

5,000 400 800 - 0-
83.600 8,700 14,300 12.500
(18) (2) 4 4

307,900 114,300 152,800 132,400
12,700 17,400 24,800 9.000
13,800 6,800 11,100 11,400

5,400 6,700 5,200 1.000

339,800 145,200 193,900 153,800

(78) (31) (42) (34)

ITATCor ALASKA -10- oivision Or

Prince
William
Sound

$ 95,900
5,800
15,700
5,300

122,700
(25)

95,900
5,800
15,700
5.300

122,700
(25)

oir

$

Total

690,400
63,500
58,800
23,600

836,300
(182)

112,900
6.200

119,100
(28)

803,300
69,700
58,800
23,600

955.400
(210)



APPENDIX B

DEPARTMENT OF NATURAL RESOURCES AND
DEPARTMENT OF FISH AND GAME
SCHEDULE OF ESTIMATED COSTS

FOR AREA PLANS UNDERWAY
For Fiscal Years 1985 through 1988

(Note 1)
Copper Prince Prince
River of Wales William
Basin Kuskokwim Northwest Island Sound Total
FY 87 a FY 88 Estimate
Department of Natural
Resources (DNR)
Personal Services $ 47,100 $175,200 $219,900 $211,800 $162,800 $ 816,800
Travel 2,500 14.500 66,500 21,700 6,000 111,200
Contractual 20,000 27.500 40,100 33,000 26,500 147,100
Other 1,000 2,500 9,300 3.000 2,000 17,800
Total DNR 70,600 219,700 335,800 269,500 197,300 1,092,900
(Man-Months) (12) (49) (59) (53) (42) (215)
Deoartraent of Fish
and Game (DFG)
Personal Services 11,200 14,100 21,000 10,900 40,300 97,500
Travel 300 1,000 -0- -0- 2.000 3,300
Total DFG 11,500 15,100 21,000 10,900 42,300 100,800
(Man-Months) @) 4) ) (©) (©) (25)
Total FY 87 & FY 88
Estimate
Personal Services 58,300 189,300 240,900 222,700 203,100 914,300
Travel 2,800 15.500 66,500 21,700 6,000 112,500
Contractual 20,000 27.500 40,100 33,000 26,500 147,100
Other 1,000 2,500 9,300 3,000 2,000 17,800
Total Estimate 82.100 234.800 356,800 280,400 239,600 1,193.700
(14) (53) 66) (57) (51) (240)
Total Actual and
Estimated Costs $421.900 $380,000 $650.700 <5414.200 $3621300 $2,149.100
(Man-Months) 92) (84) (108) (91) NT6) (450)

Note I: The estimated and actual costs included in this schedule were obtained for personnel
within the Division of Land and Water Management, and reflect the direct costs of the
Resource Allocation Section. We did not audit the amounts provided, and accordingly,
we do not express an opinion on this schedule.
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STEVE COWPER. GOVERNOR

400 WILLOUGHBY AYE.
JUNEAU, ALASKA 99801-1796

OFFICE OF THE COMMISSIONER PHONE: (907) <66-200

February 19, 1987

Mr. Gerald L. Wilkerson, CPA

Legislative Auditor

Division of Legislative Audit

P.O. Box W p.~3 23 1S57
Juneau, Alaska 99811

Dear Mr. Wilkerson: ", -
Re: Preliminary audit reports on:

"A Special Report on the Department of Natural
Resources, Land Use Plans, October 27, 1986"

"A Letter Report on the Alaska Historical
Commission, December 16, 1986."

This letter provides the Department®s response to the
referenced preliminary reports and is intended to identify the
Department™s agreement or disagreement with the financial
representations and the audit conclusions in these reports.

(A) A Special Report on the Department of Natural Resources,
Land Use Plans, October 27, 1986.

The Department generally concurs with the financial
information and auditor"s conclusions represented in the
report, and the schedules displayed in the appendices
accurately reflect information provided by my staff.
However, the following clarifications are appropriate:

1) The actual costs for area plans underway will probably
be lower than indicated in the "Schedule of Estimated"”
Costs for Area Plans Underway"™ (pp. 11). The cost
savings result from the use of a two-person rather than
a three-person development team in the Northwest Area

Plan. Furthermore, cost savings v/ill result from lower
printing costs.

13



2) The Auditor®"s comment (pp-.5) states in part, "The
Department of Natural Resources has not budgeted for any
additional plans and does not intend to undertake any
plans other than those currently underway unless the
Legislature provides specific funding for the project."”

It should be noted that the Governor®s FY 88 budget
proposal would allow the Department to begin 3 or 4 new
area and/or management plans in the last half of FY 88.

(B) A Letter Report on the Alaska Historical Commission,
December 16, 1986.

We agree with the report®"s conclusion that the remaining
functions of the Alaska Historical Commission could be
absorbed by the Department of Natural Resources. To
decrease administrative costs, the Department®"s FY 88 budget
request does not include funding for the position of
Executive Director of the Alaska Historical Commission.

Proposed statutory amendments to the Alaska Historic
Preservation Act (AS 41.35) have been drafted. If accepted
by the Legislature, the amendments will assure that the
Department has the necessary statutory authority to continue
the basic historic preservation goals of the Alaska
Historical Commission. These amendments also merge the
Alaska Historical Commission and the State Historic Sites
Advisory Committee.

(C) Conclusion

The Department appreciates the thoroughness and
professionalism that has been consistently demonstrated by
your staff in the performance of the audit examinations. The
conclusions reached and the financial information
represented provides a good assessment of the programs under
review.

Sincerely,

Judith M. Brady
Commissioner

cc: Deputy Commissioners
Director of the Division of Land and Water
Director of the Division of Parks and Outdoor Recreation

JMB/TS/rlc
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SENATE COMMITTEE REPORT

FIRST COMMITTEE OF REFERRAL

Date of 5-DAY NOTICE
IN ACCORDANCE WITH UNIFORM RULE 23
FURTHER: FINANCE

**F]SCAL NOTE(S) ATTACHED **

IN ACCORDANCE WITH AS 24.08.D35

(see below)
3/19/87 DATE TURNED INTO OFFICE

Mr. President:

RESOURCES Committee considered 8B

moratorium on mining loans; efd.

and recommended:

[vp~replace with CS [1 same title

[J] new title
[ 1] attached amendment(s) and

f ] do pass

[ 1 do not pass

( ] no recommendation

| J individual recommendations

( ] further referral to

( ] letter of intent adopted and attached

** Committee [ ] attached or [ ] adopted fiscal note(s)
[ ) zero [ 1 fiscal impact

OTHER RECOMMENDATIONS

I 7 Committee Backup Attached
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Original oponsorBt Coghill, Fahrenkamp,
Bennett and Falks

IK THE SENATE BY THE RESOURCES COKHITTEE
CS FOR SENATE BILL NO. 200 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: MAu Act amending the mining loan fund law.””
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 27.09.040(a) is amended to read:
() A loan granted under thiG chapter
() may not exceed $5,000,000j
(?.) may notexceed a term of 15 years except for anexten—
sion or modification under AS 27.09.048]
(3) may not bear interest exceeding 10 percentj and
(4) may not exceed 75 percent of the appraised value of the
collateral used to secure the loan.
* Sec. 2. AS 27.09 i1a amended by adding a new section to read:
Sec. 27.09.048. EXTENSION OR MODIFICATION OF LOAN. The depart—
ment nay grant an extension on a loan or may medify the conditions of
a loan, excluding a reduction in the amount of interest charged under
Che 1loan or a cancellation of 1interest due under the loan, when a
borrower is able to show that
(l) the borrower hac experienced poor mining seasonsi or
(2) regulations of the state or the federal government that
regulate the mining operation for which the loan was granted have been
changed by the stateor the federal government and prevent the borrow—

er from fulfilling the terms of the loan.

-1- CSSB 200(Re»)



STATE OF ALASKA 1987

LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:

Revision Date:

Title: An art. relating to moratorium
on mining loans
Sponsor: fnghill. Fahrenkainp, Bennett &
Requestor:. JalKs..

Dill Version: CS SB 200

Publish D ate:

Agency Affected: Commerce 5 Economic Developmer
I3RU; Business Loans

rnmprm-nlc « 111VCS tHkcMtS dfiCl AcCOUri tjngq
& Collections

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 87 FY 88

PERSONAL SERVICES

TRAVEL
CONTRACIUAL
SUPPLIES
EgUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEQUS

TOTAL OPERATING -0- -0-
CAPITAL o. 0.
REVENUE 0- 0.

fUNDING: (Tlinusands of Dollars)

GENEKALFUND
FEDERAL FUNDS
UIIIER

TTTTAL

POSITIONS:

FULL-TIME
PART-UME
TEMPORARY

ANALYSIS :  (Attach a separate page if necessary)

Prepared by: Martin J. Richard, Directory
Division : Division of-investments

Approved by Commission
Agency: __Cotrunorcc

Distribution (by preparer):
Legislative Finance
legislative Sponsor
Requestor
Olficc of Management and Budget
Impacted Agcncy(ies)
Senate Secretary

FY 89 FY 90 ry 91 FY 92
0 u 0- 0
0 0 -0- 0
0 0 0 0
page — of —



WORK DRAFT WORK DRAFT WORK DRAFT

5-09008B
Bradley
4/16/87
Original sponsors: Coghill, Fahrenkamp,
Bennett and Faiks
IN THE SENATE BY THE RESOURCES COMMITTEE

CS FOR SENATE BILL NO. 200 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act amending the mining loan fund law."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 27.09.060(a) 1is amended to read:
(@) A loan granted under this chapter
(1) may not exceed $5,000,000;
(2) may not exceed a term of 15 years except for an exten—
sion or modification under AS 27.09.068;
(3) may not bear interest exceeding 10 percent; and
(6) may not exceed 75 percent of tne appraised value of the
collateral used to secure the loan.
* Sec. 2. AS 27.09 1is amended by adding a new section to read:
Sec. 27.09.068. EXTENSION OR MODIFICATION OF LOAN. The depart—
ment may grant an extension on a loan or may modify the conditions of
« a loan, ~including] a reduction in the amount of interest charged under
the loan*jjor a cancellation of 1interest due under the loaryf*when a
borrower 1is able to show that t
(1) the borrower has experienced poor mining seasons; or
(2) regulations of the state Atﬁ;;/ regulate the mining

operation for which the loan was granted have been changed by the

state|and prevent the borrower from fulfilling the terms of the loan.
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Alaska H>tate Xegtstlature adpi
Senate ftctfourccg Committee 1 x>

V n John ft (Jack) Coghill. Chairawin
V n Paul Fischer Vice-Chairman

V n Lloyd Jones

Vn AllissStuiwin/ Kl BOX V
% JmBuncan Juneau. Alaska 0061 |

Vh: Dicktlason (074854957

MEMORANDUM

TO: Senate Resource Committee Members S
FROM: Senate Resource Committee Staffl”j
RE: CSSB 200; An Act Amending the mining loan fund law.

DATE: April 27, 1987

Several concerns were raised by the committee during the initial
hearing on this measure April 16, 1987. In addition to a sectional
clarification of this measure, you will also Tfind further bacl® up
information attached.

Section 1. This additional language to the present law provides for
the extensions or modifications to the 15 year term of loans granted
under this chapter.

Section 2. This new section specifies the conditions under which an
extention or modification under section 1 can be granted, and includes
wording that gives the Department of Commerce and Economic Development
flexibility in granting the extensions or modifications.

This measure is patterned after other existing loan programs. For
example the Commercial Fishing Loan Act (AS 16.10.310. attached),
allows that the department may "(A) establish amortization plans for
repayment of loans, which may include extentions for poor fishing
seasons or for adverse market conditions for Alaskan products;".

In the case of the Agricultural Revolving Loan Fund, a letter to
Senator Fahrenkamp from Commissioner Brady indicates that an
"aggressive and realistic debt restructuring” program is now being
under taken by the DNR. The letter further states "[T]his proposal is
designed to assist producing farmers with their dept problems on an
equal basis throughout the state. The plan emphasizes a postponement
rather than a forgiveness of ARLF debt obligations..."

Page 1



Senate Resource Committee April 27, 1987 Staff
|

CSSB 200 1is in keeping with past legislative actions regarding other
state resource development loan programs.

As indicated by DCED fiscal note comments, any loans which have been
referred to the Department of Law for legal action would not be
effected by enactment of this legislation. This legislation would
also only effect the state®"s portion of banks participation loans.

It is important to note that DCED"s comments recognize that this
legislation '"gives the department flexibility in assisting borrowers

with repayment modifications."

The major complain staff has received regarding state ining loans is
that since receiving a mining loan under one set of mine operating
regulations the state has changed the criteria under which the miner
is forced to repay the loan, namely the operation of his mine.

There was concern expressed by the committee regarding just what a
"poor mining season" was. This has not been defined so*as to allow
the department discretion in the review and granting of extenticns or

modifications.

Under AS 27.09.030 "a person who requests a loan under AS 27 09.010
shall prepare an operating plan which describes ..., the nature and
location of advanced mineral exploration, development, or mining for
which the loan 1is requested, the equipment and other resources
available to the person to implement the operating plan, and the
economic Ffeasibility of the plan. The person requesting a loan shall
submit an operating plan to the department.”"™ This section allows for
the department to have the information necessary to determine whether
the borrower®s poor mining season was attributable to circumstance
that could have been controlled by the borrower, or were a result, as
in other loan programs, of circumstances beyond the borrowers control.
An example would be acts of God, or lawsuits against government
agencies, which 1indirectly effect the efficient operation of.the mine
operating plan under which the loan was granted.

Staff has personal knowledge that many miners are distressed with the
states response to problems which are effecting their ability to
operate within the law. Many more of them will be filing for
protection under bankruptcy laws, 1if the legislature does not allow
them the same opportunities granted other borrowers of state funds,
the fiscal impacts of this will exceed DCED"s fiscal note

substantially.

Presently, the Mining Loan program delinquency rate of 38.3% on
Balances Outstanding amounts to $4,705,690.00 of the total loaned.
This compares with a 14% delinquency rate on Commercial Fishing loans
amounting to $10,321,640.00 of the total 1loaned.

Given the present regulatory uncertainty which exists for the mining
industry, those individuals whose plans of operation were approved by
the state and state loans granted, may unnecessarily be removed from
local economies, if CSSO 200 1is not pnacted now. DCED has a present

Page 2



Senate Resource Committee April 27, 1987 Staff
\

appioval rate on new loans of zero (0). The last two loans 1in this
program were approved in April of 1986. The applications for these
two loans were made in 1985 prior to the state changing the water
guality regulations.
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Sec. 16.10.310. Powers of the department, la* The department reasonab.
may 16401

Hi make loans to cial fishc

(A* individual commercial fishermen who have been state residents sources. o
for a continuous period of two years immmediately preceding the date SLA 197;
of application for a loan under AS 16.10.300 — 16.10.370 and have — 7ch71
had a crewmember or commercial fishing license under AS 16.05.480 am §&
or a permit under AS 16.43 for the year immediately preceding the
date of application and any other two of the past five years, and who Effect o
actively participated in the fishery during those periods, for the pur- anlndrr..en
chase of entry permit?; ggiigthedl:».

(B) an individual for the repair, restoration, or upgrading of exist-
ing vessels and gear, for the purchase of entry permits and gear, and Sec. 1
for the construction and purchase of vessels, if the individual has been cate at 1
a stute resident for a continuous period of two years immediately fiscal ye
preceding the date of application for a loan under AS 16.10.300 — less mac
16.10.370, and either section ’

(1) because of lack of training or lack of employment opportunities allocatic
in the area of residence does not have occupational opportunities
available other than commercial fishing; or Effect

iii) is economically dependent on commercial fishing for a liveli- amendme
hood and for whom commercial fishing has been a traditional way of of tv fir
life in Alaska;

(2) designate agents and delegate ita powers to them as necessary; Sec.

13) adopt regulations necessary to carry out its functions; th) of t

14) establish amortization plans for repayment of loans, which may @Dm
include extensions for poor fishing seasons or for adverse market con- AS 16.!
ditions for Alaskan products; (2) m

I5» enter into agreements with private lending intuitions, other G
state agencies, or agencies of the federal government, to carry out the agreem
purposes of AS 16.10.300 — 16.10.370; 14"

(6) enter into agreements with other agencies or organizations to eral us

create an f)utreach program to make loans under AS 16.10.300 )
16.10.370 in rural areas of the stnte; obligat

(7* allow nn assumption of a loan if
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816.10.315 Fish and Game 816.10.320

(A) the applicant has been a state resident for a continuous period
of two years immediately preceding the dote of the request for an
assumption; and

(B) approval of the assumption would be consistent with the pur-
poses of AS 16.10.300: an ooplicant for a loan assumption may not be
disqualified because the afplicant does not meet the loan eligibility
requirements of (1) of this subsection:

(8) prequalify loan appl cants for a limited entry permit loan and
charge a fee not to exceed S200 for prequalification.

(b) [Repealed. $ 34 ch 79 SLA 1985.1

<¢) In determining whether an individual commercial fisherman is
reasonably likely to be able to repay a loan made under AS 16.10.300
— 16.10.370, the commissioner shall consider the individual commer-
cial fisherman’ income from commercial fishing and from all other
sources. (8§ 1ch 134 SLA 1972; am § 3 ch 54 SLA 1973: am<i 3 ch 128
SLA 1975: am § I (ch 154 SLA 1977: am S 3 ch 83 SLA 1978: am *§ 2
— 7ch 72 SLA 1979; am ii 7 ch 113 SLA 1982: am 5 1ch 7 SLA 1983:
am 88 1, 2, 34 ch 79 SLA 1985)

Effect of amendments. — The 1985 paragraphs i7i and 'd>: repealeu .-utisec-
amendment, in subsection 'al in para- tion ibi. concerning consultation with the
graph (1). rewrote subparagraph iBl and Department of Fish and Game: and added
deleted subparagraph iC). and added subsectiun ic».

Sec. 16.10.315. Allocation of louns. The department shall allo-
cate at least 10 percent of the money that is appropriated for a state
fiscal year to make loans under AS 16.10.310 for loans of 835,000 or
less made under AS 16.10.310(a)(1)(B). An allocation made under this
section terminates on April 15 of the state fiscal year for which the
allocation is made. (§ 2 ch 7 SLA 1983; am § 3 ch 79 SLA 1985)

Effect of amendments. — The 1985.
amendment deleted "and iCT at the end.
«if the first sentence.

Sec. 16.10.320. Limitations onloans. tu) Except as permitted in
"h» of this section, a lour, under AS 16.10.300 — 16.10.370

«1) may not exceed a term of 15 years, except for extensions under
AS 16.10.310(a)(4):

*2) inav not hear interest exceeding 10 *percent:

13) must he secured by a first prioritv iien and appropriate security
mreemcnt:

|i may not exceed 90 percent of the appraised value m the collai-
erat used to ->ceure the man: and

» mav not he made to a person who lias a past uue cmid support
e'nitration establisned bv court order or bv the child -import eniorce-



Small Commercial
Vetorsns Business Fish Tourism

COMMITMENTS

Total No. Loans

Commuted FY 72-87 7,718 1,338 3158 * 59
Total Dollar Amount

Committed FY 72-87 371,795.2 202,529.3 183,661.3 * 29,874.7
Total No. Loans

Commlltod FY 87 -0 0 108 1 0
Total Dollar Amount

Commuted FY 87 0 03 6,280.8 1 -0
APPROPRIATIONS

FY 84 0 -0 9,091.0 -0
FY 85 -0 O 3,500.0 O
FY 80 -0 3,710.0 O
FY 87

LOANS OUTSTANDING

Owned by Fund

Number ol Loans

Outstanding 27 20 1,445 3
Prir slpal Amount

Outstanding 1,595.6 3.074.9 62,423.7 1,071.9
Average Loan Amount

Outstanding 50.1 153.7 432 357.3
Serviced for AIDA

Number ol Loans

Outstanding 1,575 200 320 7
Principal Amount

Outstanding 68.372.6 17,2275 11,302.3 914.2
Average Loan Amount

Outstanding 434 8.1 353 130.6
Summary

Total No. ol Loans

Outstanding 1,602 220 1,765 10
Total Principal

Amount Outstanding 69,968.2 20,302.4 73,726.0 1,986.1
DELINQUENCY RATES AND DEFAULT STATISTICS

Statistics Based on Balances Outstanding

% Delinquentl 6.5% 9.3% 14.0% 6.5%
% In Default’ 1.5% 24.2% 4.CV. 4.3%
Statistics Based on Number r ans

% Delinquentl 5.6% 10.9% 11.3% 22.2%
% In Defaultl 1.4% 18.2% 2.9% 11.1%

1 Delinquent Is defined as 60 days or moio past due, not In litigation.
* Default Is dolined as In litigation.
1 Prequalllicatlons NOT included

Prepared by: Oivision ol Accounting and Collections

(Thousands ol Dollars)

Bulk
Fuel

233
8,438.7
16

432.9

0

-0
64.0

49
800.3

16.5

N/A

49

809.3

25.7%
1.6%

26.5%
4.0%

Child
Care

62
2,175.6
3

150.0

869.5
«0-

36
1,348.9

375

6.6
6.6

1,355.5

10.9%
12.7%

8.1%
10.8%

Mist
Dist

12
1,3454
1

250.0

500.0

400.0

735.2

147.0

96.4

21

831.6

b oo

STATISTICS ON DCED LOAN PROGRAMS

Mining

28,426.4

oo

12,286.4

267.1

N/A

46

12.286.4

38 3%
31.6%

391%
282%

Alternative
Energy

2,944
19,299.6
10

88.8

2,400.0
1,000.0
845.0

1,559
10,671.0

6.8

N/A

1559

10.671.0

5.2%
3.6%

4.5%
4.1%

Resld.
Energy

2,232
8,346.5
2

8.6

31234

1218
3,147.9

2.7

N/A

1218

31479

8.1%
3.6%

7.0%
2.4%

Fish
Enhance

14
52,619.8
10

1.846.3

6,500.0
5,000.0
812.0

114
45.359.5

397.9

6.023.2

547.6

51.382.7

5.7%
3.0%

6.4%
1.6%

Power

5
193,847.0
1

1,000.0

N/A
210,000.0
0

186,104.1

186,104.1

N/A

o 0o

February 28, 1987

Wator
Resource Total
5 17,969

2.500.0 1,104,859.5

O 149
-0 10,057.4
-0 22,183.9
-0 219,500.0
O 5,367.0

464.0
1 4,524

867.6 329.496.0

867 6 72.8
N/A 217
103,942.8
4.1
1 6.641

867.6 433,438.8

5.9%
3.6%

7.8%
3.5%

PP ¢

3/17/87



MEMORANDUM State of Alaska

TO: Martin J. Richard, Director DATE: March 24, 1987
Division of Investments
FILE NO.:
THRU: TELEPHONE NO.:

SUBJECT: Loan Fund Commitments

FROM: rlary Graham

Accounting Technician |
General Ledger Section

The following are loan commitment amounts through March 20, 1987 and
the amount remaining available to lend.

LOAN Fy 87 PRE — LOAN BALANCE

FUND AUTHORIZED QUALIFICATION COMMITMENTS AVAILABLE

CF (1) $14,500,000.00 $1,872,984.00 $6,849,631.97 $5,777,384.03
FE 3,102,000.00 1,846,277.00 1,255,723.00
cC 390,000.00 150,000.00 240.000.00
HD 260,000.00 250,000.00 10,000.00
Mining 325,000.00 -0- 325.000.00
AE 88,800.00 61,153.00 27,647.00
REC 8,600.00 8,550.00 50.00
BF no restrictions 418,174.00 no restrictions

(1) Authorization to lend increased per Pete Jeans, Office of the
Governor, March 13, 1987.

MG/wFs5382W
32487g

cc:  Connie S. Green, Accounting Supervisor 1V
Greg Winegar, Juneau Regional Loan Manager
Bob Richardson, Anchorage Regional Loan Manager
Willis E. Greimann, Fairbanks Regional Loan Manager

YtA R,v 10 84)



STEVE COWPER. GOVERNOR

POUCH M

DEPARTMENT OF NATURAL RESOURCES
OFFICE OF THE COMMISSIONER Phong. | CASKA d98TE

February 23, 1987

The Honorable Bettye Fahrenkamp
Alaska State Senate

P.0. Box V

Juneau, AK 99811

Dear Senator Fahrenkamp:

As you are aware, there 1is increasing concern over the
future of agriculture 1in Alaska. Farmers are unable to
service the high debt loads 1incurred during development.
This is further intensified by the lowest commodity prices
the agricultural industry has experienced.

The Agricultural Revolving Loan Fund delinquency rates are a
reflection of that economic condition, mirroring the decline
of land prices, commodity prices, marketing and production
problems.

The ARLF delinquency rate for 232 borrowers and 632 loans
has been steadily increasing to the current level of 59.6%.
Concurrently the State 1is facing severe economic problens
and the legislature is in session today dealing with revenue
shortfalls.

The Sheffield administration placed a 35% lending
restriction on ARLF funding. ARLF had no appropriations
into the fund for two years and budget discussions currently
indicate that ARLF 1is facing a serious effort to remove a
substantial portion of the remaining funds available. At a
minimum, ARLF must immediately become self-sufficient in
generating repayment to fund the total operating needs each
year.

The ARLF Board has proposed such a debt restructurina
program. An aggressive and realistic debt restructuring is
necessary. This proposal 1is designed to assist producing
farmers with their debt problems on an equal basis
throughout the state. The plan emphasizes a postponement
rather than a forgiveness of ARLF debt obligations in
recognition of previous state investments in Alaskan
agriculture.



The Hon. Bettye Fahrenkamp -2- February 23, 1987

Farmer participation in the development of this proposed
program is being obtained through teleconferencing, written
comments and meetings.

We are bringing this proposal to key legislators for your
additional perspective in reaching viable solutions to the
debt problem. A briefing is being provided for legislators
and their aides on Wednesday, February 25, at 3 p.m. 1in the
Department of Natural Resources Conference Room on the 5th
floor Willoughby Building.

If we can work jointly in developing a viable and equitable
solution to agricultural debt we will maintain a core
agricultural industry in the State as well as create a
healthy Jloan fund.

cc: John Messenger, ARLF Chairman
Dean Brown, Acting Director
Hal Ward, ARLF Manager



STATE OF ALASKA 1987 LEGISLATIVE SESSION

wer DRAFT ™™™ —  {idfE

Revision Date: Agency Affected: CQoaL & Econ. Dsv.

Title: An Act making changes to the nmifd&-U : Business Loans
loan fund and effective date.

Sponsor: _ Coohil I. fahrenkamp. Bennett rmmpnninn = Investments and

Requestor: and F.aiks AccountingandCollections.

EXPENDITURES/REVENUES: (Thousands of Dollar:)

OPERATING EY 87 FY 88 FY 89 FY 90 FY 91 FY 92

PERSONAL SERVICES
TRAVEL
CONTRACrUAL
SUPPUES

EQUIPMENTr

LAND & STRUCTURES
GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- —0- -n. -0- __Or -n-
CAPITAL | -0- -0- -0- -0- e —
REVENUE 0.0 [385.0J [350.0] Unknowr Unknowi Un.<now

FUNDING: (Thousands of Dollars)

GENERALFUND
FEDERALFUNDS

OIUER
1T7PAL ~u- -0- -U- -U- U- -0-
POSITIONS:

FULL-TIME -0- -0- -0- -0- -0- -0-
PART-TIME
TEMPORARY

ANALYSIS : (Attxh aseparate page if necessary)

See Attached

. . . A
Prepared by Martin J. Richard. Director- ' Phone 465-2555

Division : . Division of IrrtfesTiments / // Date: Aori 1l lo. 1987

Approved by Commissioner: . ( An*/~/fem~th., Commissi mer DIte. April 16, 1957
Agency: Department of —Cimffierce and Egonomic Development

Distribution (by preparer):
legislative Finance
legislative Sponsor
Requestor
Ollice of Management and Budget
Impacted Agencylies) page _ 1 of 2
Senate Secretary

5791W41687a



CSSB 200 *FISCAL MOTE (Continued)

ASSUMPTIONS:

1. There are currently 13 loans, $3.9 million, in litigation. These
files have been referred to the Department of Law for legal actions.
All legal activity on these loans would continue upon enactment of
this legislation.

2. This legislation would be enacted on the state"s portion of
participating loans only. The portfolio includes two bank
participation loans with an outstanding balance of $916.4.

The amount shown for the first year is approximately half the interest due
on delinquent loans. This amount would be an estimated $775.0 if all
interest due is written off.

The same logic is assumed for the second year -- an estimated $700.0
potentially could be written off. Impact to the loan fund’after the first
two years is difficult to analyze. Within this time frame borrowers could
comply with regulation requirements and stablize their mining operations.

This proposed legislation gives the department flexibility in assisting
borrowers with repayment modifications.

5791W41687a PAGE 2 of 2



McDONALD INDUSTRIES ALASKA, INC.

1 Mile Peger Road
Fairbanks, Alaska 99701

PO. Box 60229
Fairbanks. Alaska 99706

(907) 452-4431

April 7, 1987

APR ,
The Honorable Senator Coghill
Alaska State Legislature
Pouch X-MS 3100
SUBJECT: STATE MINING LOANS, SB 200
Dear Jack;
I am writing in reference to SB-200 which I support.

This is very important to the local miners under State
Mining Loans,

Due to the enforcement of unreasonable and some
unattainable regulations being imposed on the mining
industry, they need to get some relief immediately
on their loans, 1in order to continue mining with the
new restrictions.

SB-200 will have a dramatic influence on the
future economy of the State of Alaska and its residents
if it is not passed. Many of the miners will continue
to default on their loans and leave the Mining Industry
and the State of Alaska with their defaulted loans. This
will result in a substantial loss of revenue both for the
State of Alaska and private industry and a substantial
lay off of personnel no jonger required in the mining
industry.

I am requesting that you support SB-200 to insure
that the Mining Industry remains a healthy, sustained
industry with a future for all of us.

Very truly yours,

MCDONALD INDUSTRIES ALASKA INC.

Kenneth Dalve
Alaska Manager

CC: Senator Bettye Fahrenkamp
Senator Don Bennet
Senator Jan Falks



Steese Hwy. & Trainer Gate Rd.
P.O. Box 1539, Fairbanks, Alaska 99707
(907)452-7251

N C MACHINERY CO. \

April 7. 1937

Senator Jack Coghill AA1 3 jgny
Alaska State Legislature

P. 0. Box V - MS3100

Juneau, Alaska 99811

RE: State Mining Loans, SB200

Dear Jack,

We at N C Machinery Co., Fairbanks, support your efforts to
assist the mining industry and do support SB200.

Over the past few years gold mining has accounted for at

least 15% to 25% of our total Fairbanks sales. We have
already felt the effect of the mining slowdown 1in our sales
department and in the total of personnel. Our personnel 1is
down 30% from two years ago. Approximately half of this is
from gold mining and the other half from the Prudhoe Bay
slowdown.

The passing of this bill could allow us to start hiring
again. Keep up the good work.

Sincerely,

N C Machinery Co.

m Turner
rich Manager, Fairbanks

3
CO'point Htti/Quontn. PO Bot 350. SmW*, WmH. 98124 + B'tnchf Ch»hdi» Mt Vwnon. S«ttH. SmiiM 11*1 TmcHI. Tacom* IItt Trutktl. A/Ktwie*. FtrtxnU.

SOLW
fATVINMIAN Juntto. Ksithken. NCMt-nt U'tnot tnOlmivitntI[ng* t GM/BIOMWEMUN _SAEEs. W T ™C0



C ooper <t£&C ooper
ERMADRAICAOKNNTS
P. 0. Box 73493 « Fairbanks. Alaska 99707 « (907) 457-5363

Gordon R. Cooper. C.PA. Dalonna L. Cooper. C.P.A.

April 10, 1987 *07?

Senator Jack Coghill
Alaska State Legislature
P.0. Box V (MS 3100)
Juneau, AK 99611

RE: Senate Bill 200

During my seven years accounting pratice in Fairbanks, I have
been associated with several miners and have become knowledgeable
about their finances.

In light of the expected high cost of 1increasing regulatory
pressures being placed upon them, miners will need additional
flexibility and understanding by the state regarding repayment
terms of their mining loans. At this point the mining industry
in interior Alaska seems besieged with problems and 1its very
survival threatened. It is in Alaska"s interest to help miners
survive both from the standpoint of the overall economy and also
in the role of a lender. Enforcing mining loan repayment terms
beyond the ability to repay can only result in default, in which
case everybody looses.

Accordingly, I urge you to support SB200 as a modest but
effective step towards the continued survival of :the mining
industry in Alaska.

Sincerely,

Gordon R. Cooper, CPA



ALASKA MINERS ASSOCIATION, INC.

501 W. Northern Lights Blvd.. Suito 203, Anchorage, AK 99503 (907) 276-0347 /

April 10, 1987

APR 13 1

Senator Jack Coghill
Alaska State Legislature
P.0. Box V (MS 3100)

Juneau, Alaska 99811
Re: Senate Bill 200

Dear Senator Cognill:

The Alaska Miners Association supports the referenced bill.
Passage of this bill 1is justified because of the uncertainties
caused by the Administrations new regulations and court suites.
These uncertainties have effected many mine operators who have
either shut down until rules, regulations and standards are
established or have cut their operations back to reduce
exposure to enforcement actions.

This moratorium will allow time for both Federal and State Gov—
ernment to clearly define requirements and convey this information
to mine operators so they know how to respond to the regulations
and standards.

The Alaska Miners Association recommends that SB 200 be enacted.

Sincerely,

Curtis V. McVee
Executive Director



Circle Mining & Recording District

BOX 1872
CENTHAL, ALASKA 99730

The Honorable Senator Coghill April 8, 1987 \
Alaska State Legislature

Pouch V- MS 3100

Juneau, Alaska 99811

Re: State Mining Loans, SB 200

Dear J. ck,

1 am writing this letter on behalf of the members of the Circle

Mining District. There are numerous miners in our District that
operate their mines with monies Dborrowed from the State Mining Loan
Program. It would be hard to imagine expanding their operations

without such assistance from the State of Alaska.

Even with this assistance tough times have hit all the miners.
The State has helped to encourage mining through its loan program while
at the same time enacting regulations that shut down the very industry
it trying to support.

It 1is for this reason | am asking for passage of SB200. I feel
that this moratorium is crucial to allow the miners the time necessary
to upgrade their operations to meet the current water quality and
reclamation regulations. Because the majority of these loans were
secured before many of the regulations were on the books, the cost of
compliance has added a considerable burden that was unforeseen at the
time the monies were lent.

One of the main considerations of this bill is that by 1its
passage it would at least provide some economic relieve for one of the
industries that could very well assist in the overall econonmic
betterment of the State of Alaska and its people.

In closing | would like to add that 1 wish I could personally
discuss this matter with you. But hard times have hit my operation as
well and 1 am forced in to keeping my mining business going and work at
the same time to support my family.

Sincerely,

Stephen R. Weber
President
Circle Mining District

SRWtdaw
cc: Senator Fahrenkamp

Senator Bennett
Senator Falks



April 14, 1987

Carlo & Sons Mining
2113 Southern
Fairbanks, Alaska 99701

Senator Jack Coghill
P.0. Box V
Juneau, Alaska 99811

Dear Senator Coghill:

This letter is written in support of S.B. 200 - An Act relating to a
moratorium on mining loans.

The mining industry needs a financial boost to stimulate the industry and
a moritorium on mining loans would be one effective method of doing so. Compare
this legislation to the State assisted loans and other grants set aside for the
development and production of the Red Dog mine. Red Dog is a good investment
for the people of that region and for the State. It is a good example of the
State"s commitment to diversification of the Alaskan economy and to sound
reasoning that the private sector cannot develop major industries by themselves.
They need public and legislative support to develop regulations that enhance
industry growth and development and through public funds that help miners meet
Federal/State compliance costs.

This Bill will help an already depressed industry that by itself subsidies
3,000 Alaskan jobs in mining and related industries. Already, miners are
financially and adversely effected by Federal/State laws that require impossible
water quality standards. These laws that miners must comply with cost much
time and money. Preparatory work on building settling ponds and recycling
systems also means loss of production time in an industry already squeezed into
a Tew short months. These new costs to miners total millions of dollars taken
out in non-productive work. This means fewer dollars to miners as well as to
the whole industry.

This Bill would actually give us some breathing time. Also, you could
seriously consider lengthening the time of the moritorium to six to ten years.

Why? New methods of mining to meet these water quality standards will not be
developed in two short years.

Sincerely,

CARLO & SONS MININC

William Carlo, Sr.
Owner/Operator



NUGGET ESTATE
MINING COMPANY

April

POST OFFICE BOX 60430 - FAIRBANKS, ALASKA 99706

6, 1987

Senator ,/ack Ooghill
PO Box V
Juneau, Alaska 99811

Res Senate Bill No, 200
Dear Senator Chghill:

I am writing this letter in regards to Senate Bill No. 200, MORATORIUM ON
MINING LOANS. I am very much in favor of this bill.

In 1981 my wife and 1 applied for and received a mining loan from the State
of Alaska. The year previous to our application, we had been selling ouir gold
for approximately $640.00 per ounce, we then based our payback on gold holding
at a price of at least $500.00 an ounce (it specifically states this in our
loan package). And, of course, one of the main problems has been that gold
did not come close to staying at $500 but went to $300-$400. This and the fact
that the payback was predicated on a short-term (5 years) instead of the
possible longer term (15 years), we have just not been able to service our
loan in a timely manner. All of the new rules and regulations imposed by the
State of Alaska and the Federal government relative to settling ponds,
turbidity, flotulants, etc., have put a terrific burden on us to try to meet
al? the new standards, let alone try to keep up with the financial obligation
to une State of Alaska. It now costs us about $300.00 per ounce to mine.

All indications from media financial advisors in various newsletters is
that the price of gold appears to finally be on a trend upwards. A two year
moratorium would give us time to negotiate a sale and thus be able to pay our
loan off. If the state decides to foreclose in the meantime, we willall
lose.

I have been a resident of Fairbanks since 1943, my wife was born here.

We do need sane help in the way of a moratorium or we aredefinitely going
to go under, as will many othor minors in the interior.

WE STRONGLY SUPPORT SENATE BILL 200.

Sincerely,
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