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FISCAL ANALYSIS of CSHB 446 (res)

The bill analysis is based on the following assumptions:

1. the fee for the wildlife conservation tag is $10.00.

2. voluntary sales will start at 500/annum; double in the
second year; and increase by 20 percent annually
through FY98.

3. sales of tags to visitors at Round Island (Walrus
Islands State Game Sancturary) will remain constant at
200/annum; at Pack Creek at 1000/annum; and applicants
for McNeil Sanctuary viewing perm®"ts will 1increase fronm
2000 to 3500/annum through FY98.

4. half of all tags sold will be by license vendors with
the other half sold by state agency offices.

No new positions will be required for this program. In the first
year (FY93) approximately 2 man-months of an existing Wildlife
Biologist position will be needed to establish the program;
thereafter 1.5 man-months will be needed to continue the progranm.

In addition, .5 man-months of a Data Processing Clerk | position
will be necessary to handle application requests, fill orders
from vendors, etc. Other operating costs will be for printing of

the tags, distribution to vendors, promotional materials.

Revenue to fund this program would consist of program receipts.
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Alaska State Legislature

house of Representatives

REPRESENTATIVE FRAN ULMER

MEMORANDUM February 11, 1992

TO: Rep. Cliff Davidson, Chair
House Resources Committee

FROM: Rep. Fpa”J~r”n:
RE: HB 446 /- "wildlife conservation tags"
I am requesting a hearing on HB 446 at your earliest convenience.

Today Alaska is faced with a growing dilemma concerning the future
management of our natural resources. Falling oil production and
the anticipated drop 1in revenues, combined with the explosive
growth in the wuse of our natural areas have put tremendous
pressures on our present wildlife management efforts. HB 446 is
an attempt to find new revenues based on a reassessment of how
users of our resources can best contribute to their management.

HB 446 would allow the sale of wildlife conservation tags for
visiting the state"s game refuges, sanctuaries and other areas.
In exchange, visitors would receive a patch, stamp, decal or other
emblem to show they"re supporting wildlife conservation in Alaska.
The money earned from the sale of the conservation tags would be
earmarked for the Fish and Game Fund, where it could then be used
for wildlife conservation purposes such as interpretive programs,
road side viewing areas and scientific studies to help better
manage the resource.

Under the bill, three areas have been designated as places where
permits would be required. The Stan Price Sanctuary, the MacNeil
River Sanctuary, and the Walrus Island Sanctuary. In the future,
more areas could be added by the Commissioner including state
refuges, ranges and critical habitat areas. The commissioner would
also be responsible for setting fees, which would conceivably vary
from place to place, depending on the services provided by the
state.

According to a national survey of wildlife associated recreation,
wildlife watching is the fastest growing segment of wildlife
recreation in the U.S.. In Alaska, it"s estimated that more than
288,000 people participated in wildlife watching in 1985.
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February 11, 1992
Rep. Ulmer
Page Two

Currently, over 80% of ADF&G"s wildlife conservation budget comes
from hunters in the form of licenses and excise taxes on firearms
and ammunition. Finding alternative sources of funds based on the
whole breadth of people who use our resources will help answer a
growing concern that not enough is being done to preserve wildlife.
It will mitigate the impacts of increased visitors to Alaska®s wild
places and give non-consumptive users an increased responsibility
in providing for the future management of our wildlife resources.

Groups and individuals representing a wide spectrum of
environmental, conservation and hunting interests have expressed
support for the concept of fees for non-consumptive uses. HB 446

is the result of a cooperative effort between my office, wildlife
conservation supporters, the Department of Fish and Game, and the
Governor®s office.

Thank you for your prompt consideration of this legislation.
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HOUSE BILL NO. 446
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

IlY REPRESENTATIVES ULMER, Grussendorf, Koponcn
Introduced: 2/S/92

Referred: Resources, Finance

A BILL
FOR AN ACT ENTITLED
"An Act relating to the wildlife conservation tag and to entry onto state game and
wildlife sanctuaries, state game refuges, state range areas, and fish and game critical

habitat areas; and providing for an effective date.”

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

* Section 1. FINDINGS. The legislature Finds that

(1) the diversity of wildlife species in Alaska and the size of Alaska make wildlife
management extremely expensive;

(2) the growth in Alaska’s human population has placed pressure upon wildlife habitat
and wildlife populations and has increased demand for use and appreciation of wildlife;

(3) the Board of Game and other resource management agencies need current, accurate
wildlife population and human use data for regulatory and planning purposes;

(4) the quality and extent of wildlife information provided by the Department of Fish and
Game have a direct effect on the types and levels of human use of wildlife that are allowed;

(5) the cause of wildlife conservation would benefit from money generated by a wildlife

HBO446a -1- HB 446
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* Sec. 5. AS 16.20.150 is amended by adding a new subsection to read:
(e) A person may not enter the Stan Price State Wildlife Sanctuary without having in the
person’s possession a proof of purchase of a wildlife conservation tag.
* Sec. 6. AS 16.20.170 is amended by adding a new subsection to read:
(b) A person may not enter the McNeil River State Game Sanctuary without having in
the person’s possession a proof of purchase of a wildlife conservation tag.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).
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A Growing Nationa

A mericans’ love affair with the great outdoors tradi-
tionally has been expressed throu%h si)ort fish and
ame activities. But more recently, the relationship has
been marked by a growin? national interest in wildlife viewing
and appreciation. Wildlife viewers are becom_in? increasingly
vocal on the need for more attention to all wildTife, including
the 90 percent of all species
that are neither hunted nor
fished.
The 1980 U.S. Fish and
Wildlife Service Survey of
Fishing, Hunting, and Wildlife
Assoclated Recreation showed
that some 93 million Ameri-
cans, age 16 years and older,
participated in some form of
wildlife viewing, feeding, or
photography as a primary or
secondary recreational activi-
ty. By 1985, the number had in-
creased to nearly 135 million—
a43 percent increase. The 1986
report by the President's Com-
mission on Americans Out-
doors identified wildlife-
associated recreation as one of
the nation’s most popular out-
door activities.

Effects on Federal Agencies

Several federal agencies have
responded to this trend by in-
te[gratmg wildlife VIeWIn% into
all’ resource planning efforts
and developing new recreation
and conservation programs.

The U.S. Forest Service's

(USFS) “Eyes on Wildlife"

program has resulted in

enhancements like viewing _ .

?Iatforms and blinds and interpretative information for viewers.
he Forest Service has also entered into an agreement with
Defenders of Wildlife to coordinate the publication of a state-

by-statc scries of wildlife viewing guide books.

The U.S. Fish and Wildlife Service (USFW'S) has joined the
charge byﬁlayln a prominent role in seeking funding for the
federal Fish and Wildlife Conservation Act (1980). The Act (also
known as the Nongame Act) was intended to provide funding

to state fish and wildlife agencies to develop and implement
comi)rehenswe wildlife conservation plans to benefit species
overlooked by traditional game management programs.

The Bureau of Land Management \BLM) has also embrac-
ed this trend with enthusiasm, developing a strategic plan to
implement more recreation and conservation programs to

benefit viewers. BLM also
deserves much of the credit for
coordinating a partnership of
14 natjonal agencies and con-
servation groups in a Memo-
randum of Understanding
(MOU) to support wildlife
viewing nationwide. Im-
lementation of this national

OU offers exciting oppor-
tunities for cooperation among
a variety of groups, mcludmgi
the military, federal natura
resource agencies, the Interna-
tional Association of Fish and
Wildlife Agencies, Defenders
of Wildlife, 1zaak Walton
League, and other conserva-
tion groups to develop recrea-
tion, education, and conserva-
tion programs to benefit
viewers.

One product of this partner-
ship has resulted in the Federal
Highway ~Administration
adoptln?. a binocular symbol
asthe official roadside logo for
wildlife viewing areas. This
logo will aid travelers in find-
ing designated viewing sites
along the nation's highways
and roads.

John Hyde  Effects on State Agencies

In response to public concern, many state wildlife agencies
began expanded efforts towards nongamc sPeues in the late
1970s and early 1950s. Fundln% for many of these programs
was hased on or enhanced by voluntary income tax donations.
Although SI'1-15 million has been generated by 34 states an-
nually, most nongamc programs have been underfunded and
understaffed, constituting less than 3 percent of statewide
wildlife management budgets. The voluntary nature of the

ALASKA SWILDLIFE



Recreation

donations and growing competition from other income tax
check-offs have rendered them an unreliable source of revenue.
In any case, estimates are that at least 30 times the annual
amount is needed nationally to conduct viahle nongame and
watchable wildlife programs. .

At the same time, hunting has showp a steady decline na-
tionally. In California, for example, the Department of Fish
and Game posted a budget deficit of nearly S10 million in 1990
and anticipates a deficit of S12.6 million in 1991. * With their
budgets still tied to license sales,” writes Tom Arrandale in High
Country News, "Most state agencies lack the funds they need
to protect nongame species and counter habitat destruction.”
In the face of declining hunting-related and nongame checkoff
revenues, state wildlife mana?ers are be?inning_to court addi-
tional political and financial support from wildlife viewers,
most of whom do not fish nor hunt. _ N

Wyoming was one of the first states to recognize that visitors
were spend_lnge_ fhenomenal sums annually to visit the state to
enjoy its wildlife. The Wyoming Game and Fish Department,
in coordination with their state tourism agen\v, developed a
trademarked name, “Wyoming's Wildlife - Worth the Wat-
ching," and a professional public relations campaign to in-
crease wildlife viewing tourism. Oregon, Montana, Utah, and
Idaho also are.de\./elopln_g viewing programs, and have publish-
ed statewide viewin g‘JuL e books as part of the national series
with Defenders of Wildlife. Along with the guide books, these
states have formally designated viewing sites, installed signs with
the hinocular logo, and developed interpretive materials for
viewers. N N

In many of these states, it is hoped that by obtaining the
political and financial support of hunters and wildlife viewers,
and by enlisting the aid of the tourism industry, state conser-
vation efforts can be expanded.

The Winning Formula

The ultimate success of these efforts, however, depends on
our collective ability to maintain, and in some cases restore,
habitat to support a natural diversity of wildlife. Recently, the
U.S. Fish and Wildlife Service released its Strategic Planning
Document that has as its centerpiece the conservation of
biological diversity. The President's Commission on Americans
Outdoors recommended the protection and enhancement of
recreation opportunities on federal ‘ands and waters, including
long-term emphasis on conservation of natural resources. The
commission also encouraged educators to integrate en-
vironmental issues into basic education, and urged federal
resource agencies to helpchildien experience the nation’sdiverse
ecosystems.
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by Sara Vickerman and Wendy Hudson

For natural resource agencies, achieving broad conservation
?oals means making fundamental changes in policies, struc-
ure, funding, and constituencies. It means breaking out of the
mold, taking risks, communicating with unfamiliar people, and
accommodating the ecological requirements of some little
known and unappreciated creatures and the vegetation upon
which they depend. _ _

Alaska has a tremendous opportunity-pcrhaps the last in
North America--to design and implement a world-class wildlife
recreation and conservation program, and to prevent the en-
dangered species crises we have seen with alarming frequency
in many other states. Defenders of Wildlife applauds the Alaska
Department of Fish and Game for its interest in and dedica-
tion to the conservation of wildlife diversitz, and for sharing
its magnificent lands and inhabitants with those of us who are
lucky enough to visit once or twice in a lifetime.

Sara Vickerman isRegional Program Directorand Wendy Hud-
son is Communications Coordinator for the Defenders of
Wildlife in Portland, Oregon.
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WILDLIFE WATCHING IN ALASKA—WHATS IT WORTH?

by SuzAnne Miller

T heimageof Alaska asa wildlife haven has significant

economic value which will only grow as wildlife con-

tinues to decline elsewhere. It is in Alaska's best in-

terest to maintain and cultivate the resources upon which
that image is hased.

ADF&G's Division of Wildlife Conservation has initiated
a research .ﬁ)rq?ram to determine the economic value of
Alaska’s wildlite resources. It will allow the state to focus
on wildlife as an economic resource which can be evaluated
like other resources. . . .

Research in the economic program is focusing on two
areas: |mﬁaqt and value. A project has been started to
estimate the impacts (the amount of money actuallK spent)
of wildlife-dependent business activities on hoth the state
and regional economies. This involves developing computer
models which follow the flow of money generated by such
businesses. This study will provide information on how
much money comes in, where it comes from, who receives
it, how much of it flows back out of the economies, and what
jobs are created. This information will allow the state to ex-
amine the economic effects of different resource manage-
ment decisions, to identify new business opportunities and
to limit the flow of money outside the state. Alaska residents,
nonresident visitors to Alaska, and Alaskan businesses will
be surveyed to gather data on their respective expenditures.

Economic value data (how much a person values an ex-
perience, not how much theY actually spend for it) will be
collected through a scries of site specific projects. For ex-
amﬁle, the Division of Wildlife Conservation cooperated
with Yale University on an economic survey of wildlife
watchers visiting the McNeil River State Game Sanctuary
last summer. Results will be available later this year. Similar-
ly, the division is coogerating with the University of Alaska
Fairbanks to study the economic value of the Delta bison
herd. Questions regarding economic value will be included
on_the surveys conducted for the impact study.

The differénce between what a person actually spends for
an experience (economic impact) and how much they would
be willing to spend (economic value) is called consumer
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surplus. Knowing the consumer surplus for specific wildlife
dependent activities (watching, hunting, etc.) will enable the
state to consider ways of capturing some of that surplus in
the form of state revenues. _
~The trick is to devise methods of payment w_untln_ﬂ
licenses, for example) and appropriate amounts which wi
not turn users away, but will bring their actual expenditures
closer to their total values. The anly way to achieve this is
thlrough knowledge of both their expenditures and their
values,

With the help of the U.S. Fish and Wildlife Service's
Federal Aid Program and with the U.S. Forest Service's
Rocky Mountain Forest and Range Experiment Station, the
Division gathered some of the nation’s leading economists
to develop a technically sound study plan. The results will
be presented in a book entitled valuing wildlife Resources
in Alaska t0 be published by Westview Press later this year.
The book will establish the foundation for the division to
proceed in applying economic principles to wildlife manage-
ment issues.

Since wildlife and wilderness recreational opportunities
are rural, theg can be used to promote economic develop-
ment and stability in remote areas where unemployment is
high. Many wildlife-related business opportunities do not
require large capital outlays, allowing entry by small
operators.

By studying potential visitor's preferences, the state can
stimulate appropriate tourism to capture more money from
visitors. Thus the state can identify new revenue sources from
visitors without burdening Alaska residents. _

Too often wildlife has been seen as an obstacle to economic
develolpment, rather than as an opportunity. Knowledge of
the value of Alaska's wildlife will enable decision-makers
to better select among resource management and develop-
ment alternatives.

SuzAnne Miller is a biometrician with the Division of
Wildlife Conservation, ADF&G, Anchorage.



by Daniel W.

ildlife is a valuable resource. Most Alaskans already
know that, but do they know just how valuable it
is? According to a U.S. Fish and Wildlife Service
survey, almost S56 billion were spent on wildlife-associated
recreation in the U.S. in 1985. Over $14 billion of that was spent
#y wildlife watchers. Similar data show that $44 million of
economic activity in Montana was generated by wildlife watch-
ing trips. In an example Lwill come back to later, the State of
Wyoming recognized that wildlife-related recreational activities
in their stale had an annual combined net economic value of
5102.3 ‘million to residents and nonresident visitors, and that
nonresident wildlife users accounted for a $230.6 million an-
nual impact on the Wyoming economy. That same kind of
economic information can contribute to wildlife management
and economic development in Alaska. ,

The concept of economic value is one we deal with every day.
We go into the grocery store and com Bare prices. Is the national
brand of peanut butter really worth 60 cents more than the store
brand? Do we like walnuts in our chocolate Chl? cookies enough
to pay $4.00 for a pound of walnuts? Some ot us do and some
of usdon't. The thought process that we go through in making
those and other decisions, however, is exactly what economists
try to capture when they attempt to measure economic value.

~We are most familiar with placing values on goods and ser-
vices that are sold in markets— peanut butter, walnuts, hockey
tickets. But, are goods and services that are not sold in markets
really anY different? Don't we know our preferences for hunt-
ing and fishing, or wildlife watching, or wilderness camping
as well as we know our preferences for walnuts or peanut but-
ter? Most people do, but they are not used to thinking about
market goods and nonmarket goods in the same terms.

Policy makers and resource managers are faced with asimilar
ﬁroblem. Suppose a forest can be managed for timber or wildlife

abitat, but not both. It is easy for a manager to determine
the value of the land for limber production. Timber and other
mineral resources are traded in organized markets. The benefits

w

j

McCollum

of managing the forest for wildlife habitat are not so clear or
s0 easily determined. They would include, but not be limited
to, those gained by Beople hunting and watching the wildlife.
That difficulty in obtaining information may result in alter-
native land uses (like wildlife habitat) being slighted when it
comes to allocating resources. When that happens, managers
arc not making fully informed decisions and society's resources
are not being allocated efficiently.

~ Economic value isdistinct from economic impact. Economic
impact measures market transactions related to a particular
resource or activity and tracks those expenditures as they move
through the economy. Economic value provides information
on how much value individuals or groups place on certain
resources or services. Gross economic vialue includes the market
transactions tracked by an economic impact analysis. Net
economic value (above and beyond all costs or market trans-
actions) is what is typically used in policy analyses.

Over the last forty years economists have developed methods
by which net values for nonmarket %oods and services can be
estimated. One approach, ofwhich the ‘travel cost’ method is
the most common example, is to use related goods and services,
which do move through markets, to infer information about
the demand for and value of nonmarket goods. “Travel cost”
(essentially the cost of travelling to and from a recreation site
I used as a proxy for the price of a good called “ recreationa
visits" Numbers of visits serve as proxies for quantity demanded
or consumed. To illustrate, supgose the site considered is Denali
National Park. It might cost $50 for a trip to Denali if you live
in Anchora?e. It might cost $150 if you live in Juneau. [t might
cost 51500 for that trip if you live in Wichita, Kansas. One can
observe how manKtrlpsare made to Denali from each of those
places. Putting those pieces of information together allows
estimation of a demand curve that can be used to estimate how
much value visitors receive from a trip to Denali.

(Continued on page 40.)
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How Much is it Worth?
(Continued from page 4.)

“The second approach, “contingent valuation," uses ii.er-
views and surveys to elicit information on how much benefit
or value people receive from nonmarket goods or services direct-
ly. During the interview the subject is given a detailed descrip-
tion of the nonmarket good. He or she is then asked: “What
is the most you would be willing to pai/ to acquire that good?”
For example, a trip to Denali National Park might be describ-
ed to a group of people. They would then be asked what they
would be willing to pa* for that trip. Their responses would
be taken as direct revelations of how much they value a trip
to Denali. While these descriptions of both methods are highly
3|mEI|f|ed, they should give a basic feel for how the methods
Work.

There have been many valuation studies done involving
wildlife-related recreation. Almost all of them, however, have
focused on consumptive uses of wildlife—primarily hunting
and f|sh|n?. Very little work has been done on nonconsum?-
tive uses of wildlite, like wildlife watching. Traditionally, wildlife
management agencies have been funded largely from sources
related to hunting and fishing—license fees, etc.; and those
users have been active in their interaction with the agencies.
Consequently, the values and preferences of consumptive
users have been of interest to agencies and policy analysts.
AIon(TJ with that, consumptive users are a relatively easy
population to identify and their high level of devation fo their
sport typically makes them a cooperative group to study.
_ That pattern has been changing. The numbers of consumﬁ-
tive users appear to be decreaslln%over time, implying a shrin
ing of the funding base for wildlife management agencies. At
the same time, wildlife watching was one of the fastest grow-
ing outdoor recreation activities of the 1950s, and that trend
is expected to continue. . .

Nonconsumptive users of wildlife present some analytical
complications, however. They are less readily identifiable and,
therefore, more difficult to sample. Practically no valuation
studies have been done on nonconsumptive wildlife use in
Alaska (and only a few on hunting and fishing). If we move
down to the lower 48 states, we can say  little more about the
value of nonconsumptive wildlife activities, though still not
much. A few scattered studies have been done on the economic
value of wildlife watching: two on general wildlife watching
tone in western national forests and one in Arizona), and one
each on deer watching in California, bighorn sheep watchmg
in Arizona, and whooping crane watching in Texas. The wor
belng initiated by the Alaska Department of Fish and Game
will be a major contribution to the state of the art in noncon-
sumptive wildlife valuation.

Economic information is be_Fir]ning to be used by several
stales to develop and manage wildlife resources. One such state
is Wyoming. Data from the 1985 National S_urvehof Fishing,
Hunting, and Wildlife-Associated Recreation (NSFHWAR)

show that, in 1985, Wyoming had 2,094,000 activity daxs of
hunting and 3,946,000 activity days of nonconsumptive wildlife
recreation, mainly watching or photographing wildlife, of which
510,000 and 2,029,000 respectively were by nonresidents of the
state. Combining those data with estimates of net economic
value for huntlng Sabout S30 per activity day) and wildlife
watching (about S10 per activity day) from studies sFecn‘lcally
in the Rocky Mountain region shows that the well-being of
residents and nonresidents were enhanced by S66.7 million and
$35.6 million, respectively, by participating in wildlife-related
activities. To add some perspective to those numbers, the value
of_l}.he timber harvest in Wyoming in 1986 was around S2.3
million.

Trip-related expenditures (excluding equipment purchases)
actually made in yomm% in 1985 averaged S60.11 per day by
nonresident hunters and S41.72 per day by nonresident wildlife
watchers and photographers. That implies a direct economic
impact of 51153 million—wildlife-related activities brought
$'15.3 million into the _\Nyommgheconomy in 1985. Multipliers
f > recreational activities in the contiguous U.S. typically
average around 2—every recreation dollar that comes into the
state generates a second dollar of economic activity within the
state. That implies the total nonresident economic impact of
wildlife-related activities in Wyoming was around S230.6 million
in 1985. Such impacts, fueled by nonresident expenditures, are
a source of economic growth. The NSFHWAR data are only
on "primary purpose” trips, i, they do not include people
for whom wildlife was a secondary activity on their trip, so the
economic impact is a conservative estimate. N

Of that $230.6 million of total nonresident economic impact,
5169.3 million (73 percent) was generated by wildlife watching.
That kind of information, combined with the net economic
value estimates for both residents and nonresidents, led Wyom-
ing state officials to recognize nonconsumptive wildlife use as
“one of the more feasible areas to tar%;et for expansion of
Wyoming's recreation-tourism industry," according to a
W\/zommg Game and Fish Deoartment report. One result was
“Wyoming's Wildlife—Worm the Watching," ag)rogram to
develop easily accessible opportunities for wildlife watching
that will !nduceJ)eople driving through Wyoming to stop, view
the wildlife, and spend more time *and money) in Wyoming.

Al indications are that the wildlife resource in Alaska is a
valuable one. Numbers can be put on that value to confirm what
Alaskans already know, and to point out areas and ways that
wildlife resources mIFh'[ be enhanced and developed to increase
the well-being of Alaskans and promote economic growth.

Dr. Daniel ni McCollum isan economist with the U.S. Forest

Service at the Rockr Mountain Forest and Ranyc Experiment
Station in Fort Collins, Colorado,
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Alaska’s Tourism Potential

A laska has an abundance of wildlife that visitors hope

to see including species that are uncommon or en-

dangered elsewhere, such as the brown bear, wolf,
caribou, moose, bald eagle, trumpeter swan, peregrme falcon,
and commaon loon. Large concentrations of seabirds, water-
fowl, shorebirds, whales, and sea lions provide unparalleled
viewing spectacles. Western Alaska hosts many Asiatic birds
that a*e found nowhere else in North America.

These wildlife resources are big visitor attractions. Images
of wildlife and wildlife recreation have been used successfully
by state tourism agencies to lure visitors to Alaska. Passengers
In cruise ships along the Inside Passage have indicated that
wilderness and wildlife were t'neir principal interests. Bird
watchers from around the world flock to western and
southwestern Alaska to view Asiatic and Alaska birds. Oppoi-
tunities for wildlife viewing are even being used to lure conven-
tion business. . .

In Alaska, visitor surveys in 1955 and 1989 showed that in-
terest in wildlife viewing was ?r0W|ng._W|IdIer view ing was the
activity with the highest level of Pa_rUmanon In every region
(from 2" percent to 6" percent of visitors in 1959), with bird-
Watching second. In fact, more visitors participated in wildlife
and bird watching than in sport fishing, hunting, hiking,
flightsecing or city tours.

he number of visitors to Alaska in the summer of 199u was
approximately 585,000, with summer tourism growing a: an

6
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average of about 4 percent per%/.ear. U.S. Fish and Wildlife Ser-
vice surveys indicate that wildlife viewing tourism more than
doubled from 1950 to 1985. All indications are that participa-
tion is growing in North America, as well as overseas. This in-
dicates that the potential markets for wildlife viewing tourism
in Alaska are large. _ . .

Other states and Canadian provinces have recognized the
value of wildlife-related tourism and are taking steps to cap-
ture more of this growing market. Alaska was identified as a
prime competitor of British Columbia (B.C.) in capturing this
market because of the 5|m|Iar|t% >f wildlands, wildlife, and
viewing opportunities. Although B.C. is more accessible to
many U.S. states, Alaska was acknowledged as a more obvious
destination. The B.C. report states, “ If any region of North
America captures imaginations, Alaska is it." .

AIthouPh. Alaska tourism is currently a billion dollar in-
dustry, re atlveli little attention has been paid to the potential
worth of wildlife resources to Alaska's economy.
~ Limited information from southeast Alaska indicates that
in 1959 there were more than 1S0.0M visitors who participated
in wildlife viewing, and husinesses that marketed wildlife view-
ing as an important component of tneir services had 146,000
clients. These clients spent 545 million on charter boat, ktnah.
canoe, raft, hiking, and flightseeing trips and remote lodges.
Another u.dication of the importance of wildlife viewing to

(Continued on pave *1.)
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Alaska’s Tourism Potential
(Continued from page 6.)

the southeast tourism industry is that aimost half of the non-
retail businesses actively market wildlife viewin?, while a
quarter of them believe they are dependent on wildlife viewers.

Other states and Canada alreaay have decided to invest in
pro.motm% wildlife watching as a way to diversify their econ-
omies with a renewable resource, Wyoming's Department of
Game and Fish has teamed up with the state Travel Commis-
sion to promote wildlife viewing, designate viewing sites, and
develop interpretative dls?lays. Wyoming expects to increase
the economic value of wildlife viewing from S680 million in
1986 to S billion in 1991, with an investment of $3.5 million.

British Columbia initiated a 5-year program to increase
regional economic growth by dispersing visitors into the remote
areas of the province and expanding the OEeratlng seasons of
hotels, restaurants, and guide/outfitters. Through the develop-
ment of 51 viewing sites and more aggressive marketing, B.C.
expects to increase the outdoor adventure tourism sector by
5200 million over the next five years.

“Alaska has a good start in providing outstanding wildlife
V|eW|n%oppo_rtun|t_|es for residents and visitors. H_Igh||?h'[8 In-
clude Denali National Park, Glacier Bay National Park,
McNeil River State Game Sanctuary, and Chiikat River Bald
Eagle Preserve. State game refuges near Juneau, Fairbanks,
and Anchorage are popular sites as well.

“In a 1979 study, cruiseship passengers in southeast were
disappointed in the wildlife viewing opportunities. However,
expanded backcountry travel services in the 1980s greatlll im-
proved visitor satisfaction on cruises and elsewhere. In 1989,
visitors to Alaska rated their satisfaction with wildlife and bird
watching as good or very good.

More of these types of areas and related services and pro-
ducts must be developed and promoted if Alaska is to capture
its share of the growing wildlife viewing market. Demand ex-
ceeds supply in many of the emstmgi viewing areas. Less than
10 percent of applicants for McNell River obtain a permit to
visit. Denali National Park has closed most of its road system
to private vehicles to reduce crowding, and the "ampgro mds
usually are filled to capacity throughout the summer. Even in
remote settings, crowding has been documented asa problem
for tour operators. .

Tourism opportunities can be promoted in undeveloped
areas as well as designated sites. Examples of wildlife viewing
services, products and facilities that would benefit state,
regional and local economies arc:

2. More wildlife viewing services in remote areas. This isan
opportunlty for some huntrng guides and outfitters during their
orf-season. A tourism marketing study in Alberta in 1990 noted
that the markets for wildlife viewing and hunting overlap con-
siderably, since 90 percent of hunters arc also viewers and many
have families that are interested in viewing as well. The study
said that guides and outfitters have good poten il for pro-
viding more viewing opportunities, but may need some
assistance with upgrading and marketing these services. This
may be pertinent to Alaska as well.

3. Development and distribution of wildlife viewing
guidebooks for local areas which may encourage Vvisitors o<
spend more time (or a night) in the town. These guides could
encourage an independent traveler to go or a self-guided tour
along the road or trail systems or from a rented kayak, raft,
canoe, sailboat or motorhoat.

4. Marketing wildlife viewing opportunities in the sPring,
fall and winter to promote off-season travel. For example, use
winter wildlife viewing opportunities in ski promotions.

5. Increased information about wildlife viewing oppor-
tunities with displays and brochures on the state ferries,
railroad, airports, and other public buildings.

6. Construction of highway pullouts, trails, boardwalks and
other facilities with interpretative information and good van-
tage points for wildlife viewing.

~ If Alaska is interested in sustaining growth of wildlife view-
ing tourism, cooperation among landowners, managers, and
the private sector is critical. Protection and management of
wildlife and the environment are the cornerstones of sus-
tainability. Conflicting land uses also must be considered when
developing wewmg sites. Management of peaple is also im-
portant, such as adherence of tour operators and viewers to
ethical and safe viewing practices. . .

In order to develop more sustainable and high quality
wildlife viewing opportunities, and to increase visitor satisfac-
tion. some recommendations from Canadian studies are ?er-
tinent. including increased research, marketing, and develop-
ment of new services and facilities.

The growth of wildlife viewing tourism has exciting implica-
tions for Alaska. Wildlife isaresource that Alaskans can pro-
mote and develop into educational and unforge'tabl? ex-

eriences for the growing legions of wildlife viewers. We look

l. - More guided wildlife viewing trips out of towns servedPorward to partnerships between the public and private sec-

by state ferries, cri.ise ships, rePuIar alr carriers, roads, or the
railroad. Local economics could be boosted by direct income
to tour operators, as well as additional lodging, meals and
related services. Ti ips should be offered in a variety of lengths
and styles to accommodate various visitor preferences.

March— April 1991

tors to promote growth of Alaska's economy and wildlife
conservation.

Lana Shea is a biologist with ADId G's Division of Habitat
in Juneau.

Sancy Tankersley is a biologist with ADF&G$5 Division of
Wildlife Conservation in Anchorage.
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Pribilof Islands, Alaska Maritime National Wildlife Refuge

Location and Access

These are remoie oceanic islands off
southwest Alaska, accessible by com-
mercial air service front Anchorage dur-
ing the summer. Portions of the Islands
are included in the 3.5 million acre
Alaska Maritime National Wildlife
Refuge, and other portions are occhied
B> >ear-round residents. Guided fand
tours and hotels are available.

Viewing Opportunities and Seasons

The Pribilof Islands have some of the
largest seabird colonies in the northern
hemisphere. Common nesting seahirds
include tuimars, cormorants, murres.
kittiwake .. anklets, and puffins, which
are best <een from late Ma> to early
August. Sightings of rarer Asiatic buds
mo_stIKAO(:cur during migration in spring
(mid-May to early June% and fall icarh
August to mid-September). The world's
largest rookery for northern fur seals >
0:: St. Paul Island, and harbo; -eaNar.r.
Stellcr sea lions arc also commonly seen
durme the summer.

March— April 1991

Habitat Jofn Hyce

These islands hale extensive rocky
cliffs where the seabirds nest, and also
have areas of coastal wetlands and tun-
dra Tundra wildflowers can be spec-
tacuia from mid-June through July.

Advice and Cautions

Urine appropriate clothes and equip-
me:;' for loggy. windy. and rains
weather. L'og frcqueirtv closes the air-
port. “Olease some flexibility ... sour
|ra§t|e! schedule. A bird checklist i'
Saila

Soulhwesl/ Southcentral

Walrus Islands State Game
Sanctuary (Round Island)  ~

Location and Access _

These islands are approximately 70
miles southsvest of Dillingham in
southsvestern Alaska and have virtually
no amenities. An access permit is re-
quired to visit Round Island, and the
numbers of campers and day visitors are
limited. Most visitors arrive by charter
boat from Togiak svhen conditions per-
mit. Seasonal sanctuary staff ferry
visitors from the boat or plane to the
rocky shore via a small inflatable raft.

Viewing Opportunities and Seasons
Round Island, one of the islands in this
remote state sanctuary, is home to a uni-
que concentration of male walrus each
summer. As many as 14,000 male walrus
rest here between periodic feeding forays
for clams and other shellfish. Up to
1,000 Steller sea lions haul out here, and
hundreds of thousands of seab:'ds
(mostly murres, kittiwakes, cormorants,
auklets, puffins, and qulls) nest here. A
small resident poPulatlon of "tolerant”
red foxes often allows good
Ehotographlc opportunities as well.

rom late May through August is the
best time to visit.

Habitat . . )

The island habitats include marine
waters, rocky shorelines, and moist
alpine tundra.

Advice and Cauiions

Travel to Round Island is expensive
and can be dangerous. Visitors should
be in very good physmal condition and
have appropriate clothing and %ear for
wet and extremely winds weather.

IAIbO\ae' top: Watching walrus. Round
sland.

Above: Red foxes are common)* seen
on Round Island.
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Southcentral/ Southeast

McNeil River Slate
Game Sanctuary

Location and Access

This remote sanctuary is located ap-
proximately 100 miles southwest of
Homer. Most visitors arrive by float-
plane from Homer, with arrivals and
departures coinciding with high tides. A
permit is required to visit the falls dur-
ing June, July, and August; the deadline
for applications to enter the permit lot-
tery is April 1 All visitors are accom-
panied to the falls by sanctuary staff.

Viewing Opportunities and Seasons

McNeil River State Game Sanctuary
has Alaska’s largest concentration of
.brown bears, gathering during the sum-
mer to feed on spawning chum salmon
at the McNeil River falls. July is the
peak month when up to 65 bears have
been seen at one time. Red foxes, bald
eagles, gulls, murres, and cormorants
are commonly seen during the summer
as well.

Habitat

This area is mostly open country,
featuring creeks and rivers, shrub thick-
ets, coastal wetlands, rocky shorelines
and cliffs, and marine waters.

Advice and Cautions

Sanctuary staff arc committed to pro-
viding a safe environment for bears and
people and sanctuary regulations are
strictly enforced. Weapons are allowed
but not necessary. No bears or people
have been injured since the permit
system was inmatcd in 1973. All visitors
must be self-sufficient as facilities are
limited to a primitive campground with
a cook cabin and an outhouse. Visits to
the falls require a three mile hike, round
trip. High quality warm clothing, rain-
gear, and hip waders arc essential, as the
weather is frequently cool, wet, or win-
dy. A good camera with a telephoto lens

and lots of film arc strongly
recommended.
32
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Chilkat Bald Eagle Preserve
/Haines Highway

Location and Access

The preserve, a unit of the state park
system, is accessible from Mileposts
19-26, north of Haines. The only
facilities available within the preserve
are portable toilets, garbage containers,
and highway turnouts. Visitors stay in
nearby Haines, which is accessible by
ferry' from the south, by regularly-
scheduled air taxi flights from Juneau,
or by highway from the north. During
fall and winter, commercial tours pro-
vide transportation and guides for view-

ing and photography expeditions to view
the eagle concentrations, while "do-it-
yourselfers” who arrive without a vehi-
cle can combine a hotel/motel stay with
car rental. During summer, natural
history-oriented tours of the Chilkat
Valley are provided by commercial tour
operators based in Haines.

Viewing Opportunities and Season
The winter gathering of bald eagles on
their "council grounds" to feed on
salmon in the Chilkat River is the largest
gathering of eagles in the world.
Numbers of eagles begin building up in
late September and peak as high as 3,500
in November. High numbers usually re-
main into January, unless cold weather
freezes over the open channels sooner.

Habitat

A 48,000-acre preserve surrounds the
unique stretch of the Chilkat River
where upwellings of warm water below

the massive Tsirku River alluvial fan
persist late into winter. The late fall run
of chum salmon attracts the large
numbers of eagles because it is their sole
abundant food source during late fall
and early winter.

Advice and Cautions

Park only at turnouts along the
Haines Highway. To reduce disturbance
to the eagles, view and photograph them
from a distance, using binoculars and
telephoto lenses. Remember that the
birds cannot afford unnecessary cxpen-

5 diturcs of energy during this stressful
? period.

ALASKA SWILDLIFE

MH wor



Southeast

Stan Price State Wildlife Sanctuaiy/Pack Creek

Location and Access

The refuge is located 28 miles south
of Juneau on Admiralty Island. Access
iIs by charter boat or air taxi from
Juneau. Guided tours are available from
commercial tour operators. Some
visitors arrive by kayak, available for
rental in Juneau, but the required open
water crossing between Juneau and Ad-
miralty Island can be difficult in bad
weather. Primitive camping is allowed
in designated areas.

Viewing Opportunities and Seasons
Located on Pack Creek, the Stan

Price State Wildlife Sanctuarylis becom-
ing increasingly popular for its oppor-

tunities to view and photograph brown
bears in July and August. A small Por
tion of the famed Admiralty Island
* Fortress of the nears," the Pack Creek
area has been closed to bear hunting for
many gears and is jointly managed by
the U.5. Forest Service and the Alaska
Department of Fish and Game. The
bears tolerate a certain amount of
human presence and visitors can view
and photograph bears fishing for
salmon and Interacting. Sows and sow-
cub groups arc the primary users. The
salmorll| runs attract bald eagles and gulls
as well,

34

Habitat

Pack Creek is typical of many streams
on the large islanas of the Alexander Ar-
chipelago. It passes through the coastal
spruce-hemlock forest and supports
runs of pink and chum salmon which at-
tract bears and other predators. A broad
estuary and tidal flat at the stream'’s
mouth is used frequently as a travel
route and resting area by bears.

-yrtir

Advice and Cautions

Brown bears can he extremely
dangerous and unpredictable. Visitors
must obtain a permit from the U.S.
Forest Service in Juneau or the Regional
Division of Wildlife Conservation office
in Douglas. Permits are free and cur-
rently not limited to a specific number
each day. An orientation to the area and
rules to increase (but not guarar]tee(}
your safety in the irea are provide
upon arrival,

Top: Viewers look for
brown bears at Stan Price
State Wildlife Sanctuary.
Left: In her younger days,
this female was a nuisance
to Pack Creek visitors,
With belter management
ystems now in place, she
has gotten over her bad
habit of looking to people
for food.

>°
*
an>< ago
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Alaska's wildlands provide a rich varie-
ty of recreational and educational ex-
periences found nowhere else in the
world. This issue of Alaskas wildlife
focuses on wildlife watching oppor-
tunities in Alaska and their relationship
to economics and conservation.

According to the National Survey of
Fishing, Hunting, and Wildlife-Associat-
ed Recreation, more than 167 million
Americans (about 75 percent) participat-
ed in hunting, fishing or wildlife Watc_h_ing
during 1985. The su_rver also identifie
wildlite watching (including viewing,

photography, and feeding) as the fastest

growing se?ment or wildlife recreation,
with 135 million participants age 16years
old orolderaccounting for $14 billion in
annual expenditures.'The same survey
estimated that 288,000"Alaskans 8arJ
ticipated in wildlife\watching in 198",
Clearly, wildlife watching has become a
significant and growing recreational pur-
suit in Alaska and across the nation.

Wildlife managers throuHhout the
United States are being challenged by
diverse and increasing demands for
wildlife recreation while, concurrently,
wildlife habitat is shrinking and becom-
ing fragmented. Revenues to support
management and conservation programs
are also declining. In recognition of this
dilemma and the burgeoning public in-
terest in wildlife, state and federal wildlife
agencies are _em.braclln.?. the national
“Watchable Wildlife" initiative. The cen-
tral focus of this initiative, which is en-
dorsed by national conservation groups
(including Defenderf'hiFWildlife, Izaal
WaltOn*League, NIHona!'Audubon?
Society;'and National Wildlife Federa®
tioii), federal land management agencies,
and the International Association of Fish
and Wildlife Agencies, is to promote and
expand wildlife recreation and education.
This, in turn, is expected to broaden
public support and funding for the con-
servation of all wildlife species and their
habitats. .

Like our counterparts in Colorado,
Montana, Oregon, and Wyoming, the
Division of Wildlife Conservation reco?-
nizes the opportunity the "Watchable

Wildlife" initiative represents for enhanc-
ing wildlife recreation and conservation
in Alaska. This should not be interpreted
as abandoning our traditional hunting
constituency, nor decreasing our efforts
to provide for sustained yield of game
resources. Rather, we are acknowledging
an expanding public interest in wildlife
conservation and management and we
will begin broadenm(ﬁ1 our Frograms.to
reflect that change. All wildlife users (in-
cluding hunters, wildlife watchers, and
tour operators) must reco%nize that the
conservation of wildlife habitat is the
common ground ther share in their pur-
suit of wildlife opportunities throughout
this remarkable state.

We have the Qpﬁ)_ortumty in Alaska for
developing a wildlife recreation and con-
servation program that could stand as a
model for the world. There are few areas
on earth that capture people’s enthusiasm
for experiencing wildlife and wildlands
more than Alaska. Tourism has become
a billion dollar industry in Alaska and
our spectacular wildlife resources are one
ofthe state'sprimary att.c-ctions. A brief
glance at Alaska travel brochures lends
credence to this point. Where else can you
walk on an ocean beach and watch moun-
tain goats, brown bears, bald eagles,_and
humpback whales; or hike a tundra ridge
and observe caribou, Dali sheep, snowy
owls, muskoxen, wolves, and hundreds of
thousands of migratory birds? In east
Africa where wildlife viewing and
photography have become a major in-
dustry, they say, “ I wildlife pays, wildlife

sta¥s!_’ . .
~This issue of Alaskas wildlife high-
lights some of the world's premiere view-
ing areas, explains how and when to find
several of the most sought-after species,
and how we manage for wildlife viewing.
You will also learn more about the impor-
tance of wildlife to the tourism industry
and its potential economic significance
to the state.

AlthouPh Alaska has outstanding
potential for v ildlife watching, we are at
an early stage in our development of these
new programs. One of our new projects,
In cooperation with other resource agen-

q\JL u.
//

X3,

cies, will be a revision of the department's
Guide to Wildlife Viewing in Alaska aS
part of a new national sries. A key to suc-
cessfully broadening the division's wild-
life program will be flndlng new alter-
native funding sources. CBHSfQy70&er80 ¢
Percent, ofour d|V|SJor|ngpI|et! comes/
rotrrh'iinters througKflf£39teofhuntin
licenses and excise ta™ ditfliearm s andy
TuniiiUnjUort _

Successful conservation of Alaska's
unique wildlife heritage will regu_lre
broad-based public support and in-
teragency cooperation. We believe that
expanding wildl'fe recreational and
educational opportunities in Alaska will
increase the public’s enjoyment of their
wildlife resources, promote Ion?-term
conservation, and benefit the Alaskan
economy. We welcome your ideas and
comments as we begin our new and ex-
citing journey toward expanding wildlife
management on the last frontier.

John Schocn in the senior staff biologist
for Conservation and Education, Divi-
sionof Wildlife Conservation, ADF&G,
Fairbanks.



Alaska Environmental Lobby, Inc
P.0. Box 221 ¢l juncau, Alaska 99H02

Representative Fran Ulmer
P.O. Box V
Juneau, Alaska 99811

February 18, 1992

RE. H.B. 446 - WILDLIFE CONSERVATION TAGS

Dear Representative Ulmer;

Thanks for introducing H.B. 446, a concept which the Lobby has supported since our
inception. We strongly support the bill with the following amendments.

Amendment 1

Sec. 1(6)

pg. 2, line 3

(6) programs that benefit nongame species of wildlife, threatened and endangered species

of wildlife....

Amendment 2

Sec. 3 (¢)

pg. 2, line 22

(c) The commissioner shall establish the cost of a wildlife conservation tag by regulation.
The cost of the tag shall not exceed the cost of a resident sport hunting license,

Amendment 3
Sec. 3 (d)

pg. 2, line 23
(d) The proof of purchase of a wildlife conservation tag entitles the purchaser, after

complying with other applicable statutes and regulations, to apply for a reserved, non-
transferable permit for access bv lottery in those_areas where.such a permit is required, and
where a reserved non-transferable permit for access is not required, to enter state game and
wildlife sanctuaries and, as identified by the commissioner by regulation, other state lard
designated as state game refuges, state range areas, and fish and game critical areas.
During open hunting seasons in the areas identified by the commissioner by regulation,
possession of a valid hunting license substitutes for a wildlife conscrvatiotitati.

Amendment 4

Sec. 3 (e)

pg. 2, line 27

(e) The revenue received from the sale of wildlife conservation tags may be appropriated
by the legislature to the department for (WILDLIFE CONSERVATION PURPOSES]
programs that benefit nongame species of wildlife, threatened and endangered species of

wildlife, wildlife education, and.wildiifc.Yicw.inCi

(0 The department mav contract to others the performance of the department's
responsibilities to provide a wildlife conservation tan. Contracting under this subscctionis
governed bv AS 36.30 (State Procurement Code), except that a contract mav.include
provisions for ad.vance.p.ayroent or reimbursement-foi-services undcr.the.cfIDimci,
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These four amendments are from the Alaska Department of Fish and Game draft position
paper, and would clarify the bill's intent and increase its potential to generate funds. Of
particular interest to AEL is Sec. 3 (e) which would make it more likely that the funds
generated by non-game users would go into non-game programs.

Amendment 5
Sec. 3

pg. 2, line 21
shall be available through all vendors of fish and game licenses as part of the Fish and

Game license form and mav be purchased by_the public on a voluntary basis.

This is similar to the amendment offered by Alaska Discovery to ensure that the
conservation tag is available to the maximum number of persons.

We look forward to working with you on HB 446 and its passage this legislative session.

Sincerely,

Volunteer Lobbyist
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CS FOR HOUSE BELL NO. 446 ( )

IN THE LEGISLATURE OF THE STATE OF ALASKA

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsor(s):  REPRESENTATIVES ULMER, Grussendorf, Koponen

FOR AN

A BELL

ACT ENTITLED

WORK DRAFT

7-1.51864SD 1
Uteimohle
2/20/92

"An Act relating to the wildlife conservation tag and to entry onto state game and

wildlife sanctuaries, state game

refuges,

state range areas, and fish and game critical

habitat areas; and providing for an effective date.”

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

* Section 1. FINDINGS. The legislature finds that

(1) the diversity of wildlife species in Alaska and the size of Alaska make wildlife

management extremely expensive;

(2) the growth in Alaska’s human population has placed pressure upon wildlife habitat

and wildlife populations and has increased demand for use and appreciation of wildlife;

(3) the Board of Game and other resource management agencies need current, accurate

wildlife population and human use data for regulatory and planning purposes;

(4) the quality and extent of wildlife information provided by the Department of Fish and

Game have a direct effect on the types and levels of human use of wildlife that are allowed;

(5) the cause of wildlife conservation would benefit from money generated by a wildlife

yry >.X-
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conservation tfig to supplement, but not to supplant, money available for wildlife conservation purposes
from other sources;

(6) programs that benefit nongame species of wildlife, threatened and endangered species

of wildlife, wildlife education, and wildlife viewing would be enhanced by money generated by a
wildlife conservation tag.
* Sec. 2. AS 16.05.350 is amended to read:

Sec. 16.05.350. EXPIRATION OF LICENSES AND TAGS. Licenses and tags required
under AS 16.05.330 - 16.05.430, except biennial licenses, the nonresident special sport fishing
license, the resident trapping license, and the waterfowl conservation tag, expire at the close of
December 31 following issuance. Biennial licenses expire after December 31 of the year
following the year of issuance. The resident trapping license expires at the close of September
30 of the year following the year in which the license is issued. The waterfowl conservation tag
expires at the close of January 31 of the year following the year of issue of the tag. The
wildlife  conservation tag under AS 16.05.828 expires at the close of
December 31 following issuance.

* Sec. 3. AS 16.05 is amended by adding a new section to read:

Sec. 16.05.828. WILDLIFE CONSERVATION TAG PROGRAM, (a) In order to
provide support for the wildlife conservation activities of the department, there is established the
wildlife conservation tag program.

(b) The commissioner shall provide a patch, emblem, decal, stamp, or other suitable item
to serve as a wildlife conservation tag. The wildlife conservation tag and proof of purchase of
a wildlife conservation tag shall be available through vendors of fish and game licenses.

(c) The commissioner shall establish the cost of a wildlife conservation tag by regulation.

(d) The proof of purchase of a wildlife conservation tag entitles the purchaser, after
complying with other applicable statutes and regulations, to

(1) apply, under terms established by the commissioner by regulation, for a permit
to enter a state game or wildlife sanctuary or other area identified by the commissioner by
regulation where a permit is required for entry into the area; and

(2) enter state game and wildlife sanctuaries and, as identified by the
commissioner by regulation, other land designated as state game refuges, state range areas, and

fish and game critical habitat areas where a permit is not required for entry into the area.

CSHB 446( ) 2
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sanctuaries, state game refuges, state range areas, and fish and game critical habitat areas where
possession of a valid hunting license may substitute during open hunting seasons for a wildlife
conservation tag.

(f) The revenue received from the sale of wildlife conservation tags may be appropriated
by the legislature to the department for programs that benefit nongame species of wildlife,
threatened and endangered species of wildlife, wildlife education, and wildlife viewing. In this
subsection,

(1) "nongame species” means a species of wildlife that may not be taken under
a hunting or trapping license; and

(2) "wildlife" means a species of bird, amphibian, reptile, or mammal, including
a feral domestic animal, found or introduced into the state, except domestic birds and mammals.

(g) The department may contract with a person to perform the responsibilities of the

department under this section to provide a wildlife conservation tag. Contracting under this
subsectionis governed by AS 36.30 (State Procurement Code), except that a contract may include
provisions for advance payment or reimbursement for services performed under the contract.

* Sec. 4. AS 16.20.130 is amended by adding a new subsection to read:

(b) A person may not enter the Walrus Islands State Game Sanctuary without having in
the person’s possession a proof of purchase of a wildlife conservation tag.

* Sec. 5. AS 16.20.150 is amended by adding a new subsection to read:

(e) A person may not enter the Stan Price State Wildlife Sanctuary without having in the

person’s possession a proof of purchase of a wildlife conservation tag.
* Sec. 6. AS 16.20.170 is amended by adding a new subsection to read:

(b) A person may not enter the McNeil River State Game Sanctuary without having in

the person’s possession a proof of purchase of a wildlife conservation tag.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

< CSHB 446( )
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STEVE COWPER, GOVERNOR

STATE OFFICE BUILDING
PO BOXSA
JUNEAU, ALASKA 99811 0400

March 5, 1991

The Honorable Mike Navarre
Co-Chairman, House Finance Committee
Alaska State Legislature

Capital Room 515

P.0. Box V

Juneau, Alaska 99811

The Honorable Gall Phillips
House Finance Committee
Alaska State Legislature
Court Room 605

P.0. Box V

Juneau, Alaska 99811

Re: Fisheries Taxes

Dear Representative Navarre and Representative Phillips:

The Division of Income and Excise Audit was requested last session to
audit fisheries businesses In the Cook Inlet region and to report our findings
to the House Finance Committee. We have now concluded those audits and are
forwarding the findings to the Committee. The audit findings are reflected in

kAppendix A. A number of the adjustments resulting from the audits have been
Jprotested and are pending before the Department.

The delivery fee or tendering fee Issue Is the most disputed audit
finding. Delivery or tendering fees are customary In the Industry and are
paid by processors to fishermen or third parties for moving the product from
the fishing vessel or beachsite to the facilities of the processor. The
position of some processors 1is that these fees are a transportation cost
rather than a part of the value of the fisheries resources. The processors
argue the value of the resource Is based on the ex vessel price for purposes
of computing the fisheries taxes. A Department hearing officer, In one
administrative decision In 1984, Indirectly ruled that value Is based on the
ex vessel price. The Division takes the position, however, that all amounts
paid to fishermen to acquire fish are includable in value, and that position

Is reflected In the audits.

During the course of several recent audits we discovered the tendering fee
issue Is not confined to the Cook Inlet area. Furthermore the tendering fee
Issue Itself has broader implications than might be apparent at first glance.

04°04ih
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Taxpayers are utilizing a "net back" approach to valuing fisheries
resources. Typically, a processor will start with the sales price of the
processed resource and back out various Imputed costs In addition to
tendering/delivery fees, such as spotting fees, finding fees, purchase
management fees, unloading fees, and other costs. These costs, In addition to
a processing fee are subtracted from the sales price of finished product to
arrive at a value of the resource.

We find these arrangements to be common among cooperatives, where the
fishermen own the processing facility. We also found this arrangement In
other cases where, apparently due to scarcity of resource, the processor
shares the processing profits with a consortium of fishermen to guarantee an

adequate supply of resource for processing.

Taxpayers have argued that such net backs and adjustments are proper to
arrive at an "ex vessel price"™ which they believe Is the proper tax base for
fisheries business tax.

We believe the proper Interpretation of the statute requires that all
values and costs Incurred prior to processing should be Included 1n the

taxable value. Since the fisheries business tax under AS 43.75 Is placed on
the processing activity, It seems logical that taxable value should Include
all costs Incurred prior to processing. Stated another way, all costs

Incurred by the processor to procure resources for processing at the
processor®s facilities should be Included In value.

This approach would also require that processors who own and operate
tenders Include the costs of operating the tenders In the taxable value.

Given the Industry"s view that the fisheries business tax 1s on ex vessel
value, a clarifying amendment to AS 43.75 could be helpful to more clearly set
out the all Inclusive nature of the fisheries business tax base. The
department Intends to proceed to notice regulations 1n tne near future that
will reflect this Interpretation.

The bonus or retro payment adjustment Is based on additional payments for
the resources to fishermen after the season. It appears these payments are

clearly Intended to be a part of the taxable value of the resources.

Sincerely,

Lois A. Hicks
Acting Director
Income and Excise Audit Division

LAH:CM
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Total Adjustments
TAX EFFECT

Fisheries Tax

Salmon Enhancement Tax

AK Seafood Marketing

Total Tax Assessed

IYlo/U. "V'SrJ o

RESULTS OF AUDIT

COOK INLET FISHERIES BUSINESSES

ADJUSTMENTS

3 253.307 1.260.930

97,599 37,828
65,066 25,219
_1,760 3.7.83
172.425 66.830

A

554.875

16,646
11,098

1.665

_2£jK02

65.729

1,972

1,315

197

3.484

TOTAL TAX

154,045

102,698

15.405

272.148
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Chcnoweth
03/12/92
AMENDMENT

OFFERED IN THE HOUSE BY REPRESENTATIVE LEMAN
TO: HB 448
Page 1, lines 4-11:

Delete all material and insert:
"* Section 1. AS 43.75.290(11) is repealed and reenacted to read:
(11) "value" means
(A) the market value of the Fishery resource if the taking of the

resource is done in company-owned or company-subsidized boats operated by employees
of the Fisheries business or in boats that are operated under lease or other arrangement;
or
(B) for Fisheries resources other than those described in (A) of this
paragraph, the actual price paid for the Fisheries resource by the fisheries business to the
Fishern%lan, including indirect consideration and bonus amounts paid for fuel, supplies,
gear, ice, handling, tender fees, or delivery, whether paid at the time of purchase of the
Fisheries resource or tendered as a deferred or delayed payment; in this subparagraph,
"delivery” means
(i) transportation of the Fishery product from the boat or vessel on
which the product was taken to a tender; or
(i) if delive / was not to a tender, transportation of the Fishery
product from the boat or vessel on which the product was taken to a shore-based

feasibility in which delivery of the Fishery product is normally accepted.”
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HOUSE OF REPRESENTATIVES

oiicapwsines ~ "EPRESENTATIVE GAIL PHILLIPS  srare carrmol

PHONE: (907)465-2689 JUNEAU, ALASKA

FAX:  (907) 465-3472 99801-1182
HOUSE BILL 448

PRESENTED TO HOUSE RESOURCES COMMITTEE

MARCH 10, 1992

House Bill 448 is titled "An Act amending the definition of
"*value* for purposes of administration of fisheries taxes, and
providing for an effective date." I introduced this bill to
clarify the amou .ts to be covered by Tfisheries taxes because, 1in
the past, pror issors and fishermen have disputed the definition
of value 1in an attempt to avoid paying the full amount of taxes

due.

One argument used by those attempting to avoid paying the full
tax due is that "bonuses™ are not part of the actual amount paid
fishermen for the Ffish. This interpretation leaves an opening
for processors to pay lower prices for the fish, and make up for
this lower amount to the fishermen by giving bonuses for
services such as delivery or handling. HB 448 makes the point
about whether bonuses are covered completely indisputable.

In addition, HB 448 sets out more specifically those services

provided by the fishermen that are to be taxed. Previous
language in the statute used the term "such as"™ and left the
services to be covered up to differing interpretations. The

amendment proposed by my bill tightens up this language, again
to leave no doubt as to which services are to be covered by

fisheries taxes”.

If passed, HB 448 will go into effect on January 1, 1993.

In addition, I would 1like to mention that HB 448 is supported by

several levels of government and by several aquaculture
associations as well. We will be hearing from a few of these

associations by teleconference today.

Thank you Tfor the opportunity to present this bill.

INTERIM PHONE: (907) 235-6748  INTERIM ADDRESS: BOX 3304, HOMER, AK 99603



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 448
1992 LEGISLATIVE SESSION

Revision Date: March 5. 1992 Department Affected department of Revenue
Title: Amending the definition of “value” BRU: Revenue Operations
fisheries taxes Component: Income and Excise Audit
Sponsor: G. Phillips
Requestor: Ms COMPONENT SERIAL NO. |1 1113
EXPENDITURES/REVENUES: (Thousands of Dollars
OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT

LANDS & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOQOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 0.0

0.0

0.0

REVENUE 10.0 550.0 550.0 550.0 550.0 550.0

FUND SOURCE

2UNDING: (Thousands of Dollars)
GENERAL FUND 0.0 0.0 0.0 0.0 0.0
FEDERAL FUNDS
OTHER
FUND SOURCE
TOTAL 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:

ANALYSIS:

This bill clarifies the definition of taxable value for fisheries
business tax, salmon enhancement taxes and seafood marketing assessment. This
bill will not take effect until January 1, 1993. Revenue., in FY93 will not be
substantial because most 1993 returns are not due until FY94.

Prepared By: Paul E. Dick »>» Phone:

Division: Income and Excise Audit n Oate-K March 5. 19.92
Approved by Commission”rT" Parrel J. Rexwinkel

Agency: Department of Revenue ~ date: / March 5, 1992.

Distnbution (by praparer): Lag. Fin.. lagislativa Sponsor, Requestor, OM8/PBR, Gov. Lagis. 0(c.t & Impac.ad Agency(ias).
Riv 10/91 Page | of

0.0

0.0
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Prince William Sound

Aquaculture Corporation

P.0. Box 1110 Cordovx, Alwki 9/574-1110 Phone (907) <24-7511 FAX (907)924
821 N Si. «101B Anchorage, AluU 99S01-32S5 Phone (907) 274-00c* FAX (907)

February 14, 1992

Alaska State Legislature
P.O. Box V
Juneau, Alaska 99811

Members of the Legislature:

Prince William Sound Aquaculture Corporation (PWSAC) is pleased to
support House Bill No. 448, which amends the definition of "value" in AS
43.75.290(11), for purposes of administration of fisheries taxes, and
provides for an effective date.

Representative Gail Phillips has introduced HB448 to facilitate the
collection of fisheries taxes in a fair and timely manner. With fisheries
practices changing rapidly in all parts of the state, the language of the statute
needs to be brought up to date to ensure that the original legislative intent
will continue to be carried out.

We encourage your active support of Representative Phillips' House Bill No.
448,

Best regards,

John McMullen
President
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COOK INLET
AQUACULTURE ASSOCIATION

HC 2, BOX 849
SOLDOTNA, AK 99669 9707
(907) 283-5761

February 5, 1992

Rep. Gail Phillips

House of Representatives
P.0O. Box V

Juneau, Alaska 99811

Dear Rep. Phillips and other members of the Alaska Legislaature:

I have reviewed "An Act amending the definition of “value® for
purposes of administration of fisheries taxes"™ and support passage.
The bill addresses a growing problem with revenue implications for
Regional Aquaculture Associations and several levels of government.

Department of Revenue interprets the existing definition of "value"
to mean any type of compensation a buyer gives to a fishermen as
part of a fish sale transaction. As you know, the problem under
existing law is that some processors and certain fishermen dispute

this interpretation and seek to avoid proper taxation.

People seeking to avoid raw fish and salmon enhancement taxes argue
that "value" 1is only what is paid fishermen for the fish; "bonus"”
amounts paid for 1icing, using RSW systems, delivery, prompt
delivery, exclusivity (selling all fish to a single buyer),
loyalty (selling to the same processor over several years) and
others, do not count as "value™ for tax purposes.

People seeking to avoid tax simply establish a low price for the
fish and dream up a series of "bonuses™ which can comprise as much
as 50% of the amount paid to Tfishermen. This bill, by expanding
the list of examples of things which are to be included as "value”
makes clear that the original Department of Revenue interpretation

is correct.

I am greatly iriterested in the progress of this bill and anm
available to answer questions or provide additional information.

Sincerely,

Thomas E. Mears,
Executive Director

ccC: Senator Fischer
Representative Navarre

SALMON ENHANCEMENT TODAY MEANS BETTER SALMON FISHING TOMORROW
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TAPE #36 SIDE ONE /
Recording
Number 002
Chairman Goll called the meeting to order at 3:40 a.m. Ke

announced calendar and asked Director of Boards, Beth
Stewart, to address the February 13, 1986 letter from Ron
Jolin, Chairman, Alaska Board of Fisheries, to the special
Committee on Fisheries. (Letter follows:)

Dear Representative Goll:

At the 1985 Southeast finfish meeting, the Hoonah Advisory
Committee™s Proposal #338 requested that the Alaska Board
of. Fisheries ask the Legislature to identify charter vessel
operations as a separate user group for which separate
regulations could be written. The board agreed,*and so |
am writing to you as the chairman of the House Special
Committee on Fisheries and Hoonah"s representative. The
board also asked the Southeast Regional Council members to
make their views known to their legislators.

For the past several years we have received a number of
proposals which address charter boat fishing. It is
apparent that most people view charter operations as a
discrete classification. However, since AS 16.05.251,
which outlines the board®"s authority, does not refer to
charter operations, the Department of Law has told us that
we are on very shaky legal ground when we adopt regulations
like the six line limit for charter vessels 1in Southeast.

This regulation was strongly supported by the Southeast
charter vessel operators, who continue to be concerned that
this regulation could be overturned in court. As this
industry grows, | believe that more and more fishermen will
want the board to address it separately, in order to avoid

at least some confusion, it would bo helpful if the board"s
authority to do so were clear.

IfT the board can provide any further clarification, please
do not hesitate to contact us.

Sincerely,

Ron Jolin, Chairman
Alaska Board of Fisheries






FISCAL NOTE

STATE OF ALASKA
1992 LEGISLATIVE SESSION

Revision Date: February 12. 1992

Title: An Act relating to state and local

taxation...Alaska Native Claims Settlement
Sponsor: Reps. MaclLean. Lincoln
Requestor:

OPERATING FY 93 FY 94
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LANDS & STRUCTURES
GRANTS, CLAIMS
. MISCELLANEOUS

TOTAL OPERATING Qe 0.0
CAPITAL 0.0 1 0.0
REVENUE 0.0 0.0

FUND SOURCE

ENDING: (Thousands of Dollars)
GENERAL FUND 0.0 0.0
FEDERAL FUNDS
OTHER
FUND SOURCE
TOTAL 0.0 0.0

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year Impact: 0.0

ANALYSIS:

BILLNO. HB 451

Department Affected:Department of Revenue
bru: Revenue.Operations
Component: Income and Excise Audit

COMPONENT SERIAL NO. U -+ 1-3.

FY 95 FY 96 FY 97 FY 98
0.0 0.0 0.0 0,0
0.0 1 0.0 0.0 0-0
0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0
0.0 —  gx>- - 0.0 0-0

Attach a separate page: If necessary.

This bill brings Alaska statutes 1n conformity with ANCSA laws as amended
by Congress In 1991, which extended the tax exemption of ANCSA property

from 20 years to perpetuity.

Prepared By: Paul E. Dick

Division: Income and Exc 1lse Audit

Approved by Commissioner: Darrel J. Rexwlnkel

Agency: Department of Revenue

Phone: (907) 465-2320
_ Date- February 12. 1992
/- , ,
N Date/ %,*//r /[ ?
[

Distribution (by preDarer): Log. Fm., Legislative Sponsor. Requestor. OMB/D3R, Gov. Legis. Ole., & Impacted Agency/(ies).

Rev 10/91
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

(907) 465-3867 or 465-2450 ) )
FAX (907) 465-2029 240 Main Street, Surte 500
Mail Stop 3101 Juneau, Alaska 99801-2101
MEMORANDUM February 26, 1992
SUBJECT: House Bill 451 (Work Order No. 7-LS1722\G)
TO: Representative Eileen MaclLez
FROM: Jack Chenoweth

Legislative Cou

As | reviewed the bill file in preparation for this afternoon’s committee meeting, |
noticed that a few words had been dropped from AS 43.80.015(e). To insert the
original intent and correct the omission, page 4, line 18 should be amended to read:

includes the amendments and additions to any of those sections
that are made by

JBC:mi
92-029.mai



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Slop 3101 Juneau, Alaska 99801-2101
MEMORANDUM February 7, 1992
SUBJECT: House Bill 451, relating to state and local taxation and other

state regulation under the Alaska Native Claims Settlement Act,
as amended; and providing for an effective date — sectional
analysis (Work Order No. 7-LS1722/G)

TO: Represen n

FROM: Jack Chenoweth /
Legislative Cotmse

This measure amends various provisions of state law that exempt from certain forms
of state and local taxation the property that is exempted from taxation by the Alaska
Native Claims Settlement Act. The amendments set out in this bill generally reflect
the inclusion of changes made by federal law since passage of the original Alaska
Native Claims Settlement Act in December, 1971, and the adoption of the first state
law exemptions shortly thereafter.

A principal change in the federal Act was the addition of 43 U.S.C. 1636(d) by the
Alaska National Interest Lands Conservation Act of 1980. Sec. 1636(d) broadened
the various protections for lands conveyed under the 1971 Act, but did not necessarily
replace the federal tax exemption provided in the original Act. Since 43 U.S.C.
1636(d) did not supersede the exemptions and protections provided by the earlier-
enacted 43 U.S.C. 1620,1have recommended that, where reference appears in state
law only to sec. 1620 that it be followed by a second reference to sec. 1636(d) as well.

Throughout the measure, the words "as amended" are added. The intent is to
conform the state tax exemptions to any further changes to the federal Act in the
event the federal Act undergoes further revision in this subject matter area.

Bill section 1. an amendment to AS 29.45.030(a), a provision setting out mandatory
municipal property tax exemptions, incorporates a reference to 43 U.S.C. 1636(d), as
amended, behind the existing reference 43 U.S.C. 1620(d) for the reasons noted two
paragraphs above.



Representative Eileen MacLean
February 7, 1992
Page 2

Bill section 2, also an amendment to the law applicable to municipalities, makes
technical corrections. In context, the terms that are being defined appear in 43
U.S.C. 1636(d), not in 43 U.S.C. 1620. The terms defined are revised to reflect the
language actually used in the federal provision expressed in a manner that is
consistent with Alaska’s drafting style.

Bill section 3 revises AS 43.80.015, the principal provision of state law extending an
exemption from state taxes to certain property. Specifically:

- the caption change at page 3, lines 11 and 12, substitutes the full
proper name of the federal Act for the Public Law reference;

-- deletion of reference to "the original issue™ of shares in line 12 is a
substantive change; all share transactions--not just the original issues-are
made non-taxable events;

- in lines 13 and 14, "state" substitutes for "Alaska" and the exact cite
for the federal Act is inserted for the older reference; these are technical
changes to conform to the state’s drafting style;

-- substitution of "person” for "Native" in line 15 is a substantive change;
shares, as | understand, may now be transferred to a person other than an
Alaska Native; these transfers would be non-taxable transactions;

~ the changes made at lines 17 and 19 replace existing references with
the exact federal Act cites;

-- the change made by substitution of the phrase on line 22 conforms
state law to the requirement of the federal Act as to how the basis of land
received for purposes of equalization (in the event of land trades) is to be
computed; it will be computed as the federal Act directs;

-- the changes made on lines 24 - 28 are in the nature of substitutions
of accurate cites and references;

- the long addition on lines 29 - 31 and the deletion of the December,
1991, date reflect substantive changes made by 43 U.S.C. 1636(d), a provision
that expands and extends the protection from taxation given Native land under
the amended federal Act; and

-- the changes made to the balance of bill section 3 on page 4 of the
bill either substitute accurate federal law cites or make minor stylistic changes.



Representative Eileen MaclLean
February 7, 1992
Page 3

Bill section 4. adding a new subsection (e) to AS 43.80.015, enumerates the specific
federal legislation that have modified the original Alaska Native Claims Settlement
Act, and further allows for changes affecting the tax treatment of property that may
be made future federal amendments.

The bill is given an immediate effective date by bill section 6. Out of an abundance
of caution, bill section 5 makes these changes retroactive to December 18, 1991, the
20-year anniversary date of the Alaska Native Claims Settlement Act’s taking effect.
In the original Act, on that date a number of safeguards initially enacted would have
expired. All the safeguards that are of concern for purposes of this legislation have
been expanded and extended in the two later federal Acts, especially the addition
made by 43 U.S.C. 1636(d).

JC:gc
92-114.glc

Enclosure



NJ DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
Mail Slop 3101 Juneau, Alaska 99801-2101
MEMORANDUM January 27, 1992
SUBJECT: Taxation of interests under Alaska Native Claims Settlement

Act, as amended (Work Order No. 7-LS1722G)
TO: Representative Eileen MacLean

FROM: Jack Chenoweth
Legislative Counsel

| have read Lariy Kimball’s critique of the earlier draft and have redrafted based on
points made in that letter. Since Larry clearly preferred dealing with only the longer
of the two earlier drafts, | have reworked only it.

You will note that | have, in several places, combined references to "43 U.S.C.
1620(d), as amended, and 43 U.S.C. 1636(d), as amended." These two code
provisions were added to the United States Code in two different pieces of federal
legislation. The later-enacted 43 U.S.C. 1636(d) appears by my reading to cover at
least all the situations set out in the earlier-enacted 43 U.S.C. 1620(d). Despite the
apparent overlap, I'm not certain that all the circumstances identified in sec. 1620(d)
fit within those enumerated in sec. 1636(d). Out of an abundance of caution, | have
included both references.

There are some local taxation references to these provisions that appear in AS 29.45
that | have added to this bill. In the amendment to AS 29.45.030(m), the proper
reference to the federal legislation should be only to 43 U.S.C. 1636(d), for that is,
in fact, where the terms are used. In addition, | modified the definitions in state law
to more nearly comport with those now actually set out in the existing federal statute,

replacing "property” with "land or an interest in land" and replacing "lease" with
"leased.”

I’d encourage further Alaska Federation of Natives review of this draft.

JBC:Imb
92-011.Imb

Enclosure



Al as k a Federation of Natives, Inc.

January 23, 1991

Representative Eileen MaclLean
Alaska State Legislature
Capitol Office Building
Juneau, AK 99811

RE: AMENDMENTS TO AS 43.80.015

The following comments will provide you with the Alaska
Federation of Natives suggested amendments to AS 43.80.015.
Included within these comments 1is the Federation®s reasoning for
said amendments.

The prime reason amendments to AS 43.90.015 are being requested
is to prevent an inconsistency with AS 29.45.030(m)

and bring AS 43.80.015 into conformity with the Alaska

Native Claims Settlement Act (ANCSA), as amended.

Initially the effort only focused on omitting the language "until
December 18, 1991" from 43.80.015. Replacement language could be

as simple as "to the extent provided in 43 USC 1620(d), as

amended". To lessen confusion that may occur in tracking the

proper reference it would be appropriate to refer to 43 USC 1636(d),
as amended rather than 43 USC 1620(d). 43 USC 1636(d) 1is 1in
reference to the latest amendment of 43 USC 1620(d) per the 1987
ANCSA amendments (PL 100-241).

ANCSA provisions are controlling and thus amending AS 43.80.015
would simply limit the potential for conflict and litigation
expenses in the future. The problem is not one of the viability
of the ANCSA provisions, but rather one of avoiding the necessity
to litigate the 1issue due to the State"s provision failing to
parallel federal law.

15 "C" Street. Suite loo  Anchorriuc. AlaskaQosni  Ph too”) 2*4-VMi  fay *txo



REQUESTED AMENDMENTS TO AS 43.80.015:
AS43.80.015 (a)

Subsection (a), as it presently exists, limits the state
exemption to the "receipt of the original issue of shares of
stock " (emphasis added). Section 21(b) of ANCSA, which 1is the
controlling federal law, provides:

"The receipt of shares of stock in the regional or village
corporations by or on behalf of any Native shall not be
subject to any form of federal, state or local taxation."

ANCSA does not restrict the tax exempt status only to "original
issue". In keeping with the 1987 amendments to ANCSA, almost
every corporation 1is reissuing 1its stock. Thus the 1issue of
whether such an issue of stock was or was not an "original 1issue"
may be raised if clarification is not forthcoming.

Also, the Chenoweth draft of subsection (a) creates another
problem by limiting the exemption to stock issued to persons
enrolled as a Native, a provision not found in ANCSA.

It is requested that the words "of the original 1issue” be deleted
and Mr. Chenoweth"s reference to "persons enrolled as a Native"
not be included.

AS 43.80.015(b)

Subs ction (b), as it currently exists, fails to track the
amendment to ANCSA adopted by Subsection 1408 of the Alaska
National Interests Lands Conservation Act (ANILCA), which expands
upon the manner in which an ANCSA corporation®s basis in the land
is determined.

To conform with ANCSA/ANILCA, the last sentence of 43.80.015(b)
should be reworded as follows:

The basis for computing gain or loss on subsequent sale or
other disposition of this land or interest in land for
purposes of a state or local tax imposed on or measured by
income shall be determined in accordance under

43 USC 1601-1642, as amended.

AS 43.08.015(c)

Omit "until December 18, 1991" replacing it with "to the extent
provided in 43 USC 1620(d), as amended".

With regard to Mr. Chenoweth®"s comments, the draft including
changes to subsections (a), (b) and (c) appears the most
appropriate subject to the changes as requested by this letter.



I agree with Mr. Chenoweth®"s assessment that there 1is the
potential for ensuing problems when versions drafted refer only
to the two federal acts that are specifically identified. |
trust language can be applied that reference these acts, as
amended. Not being an attorney | suggest we leave the drafting
of language that would accomplish that goal to Legislative

Council.

Please contact me if you have questions or concern on this
matter.

The Federation appreciates your interest and efforts 1in
sponsoring this legislation.

Sincerely,

1
Staff to AFN Legislative Committee



©) by amending subsections (c). (d), and (e) to read as follows:

"(C) Benefits to Private Landowners —(1) In addition to any
requirement of applicable law, the appropriate Secretary is au-
thorized to proride technical and other assistance with respect to
fire control, trespass control, resource and land use planning, and
the protection, maintenance, and enhancement of any special values
of the land subject to the agreement, all with or without reimburse-
ment as agreed upon by the parties, so long as the landowner is in
compliance with the agreement.

"(2) The provision of section 21(e) of the Alaska Native Claims
Settlement Act shall apply to all lancL: which are subject to an
agreement made pursuant to this section so long as the parties to
the agreement are in compliance therewith.

"(d) Automatic Protections Fok Lands Conveyed Pursuant to
the Alaska Native Claims Settlement Act.—(1XA) Notwithstand-
ing any other provision of law or doctrine of equity, all land and
interests in land in Alaska conveyed by the Federal Government
pursuant to the Alaska Native Claims Settlement Act to a Native
individual or Native Corporation or subsequently reconveyed by a
Native Corporation pursuant to section 39 of that Act to a Settle-
ment Trust shall be exempt, so long as such land and interests are
not developed or leased or sold to third parties from—

"(i) adverse possession and similar claims based upon
estoppel;

"(ii) real property taxes by any governmental entity;

"(iil) judgments resulting from a claim based upon or arising
under—

"CD title 11 of the United States Code or any successor
statute,

"(ID other insolvency or moratorium laws, or

"(IED other laws generally affecting creditors’ rights;

"(iv) judgments in any action at law or in equity to recover
sums owed or penalties incurred by a Native Corporation or
Settlement Trust or any employee, officer, director, or share-
holder of such corporation or trust, unless this exemption is
contractually waived prior to the commencement ofsuch action;
ana

"(v) involuntary distributions or conveyances related to the
involuntary dissolution of a Native Corporation or Settlement
Trust. A ,

"(B) Except as otherwise provided specifically provided, the
exemptions described in subparagraph (A) shall apply to any claim
orjudgment existing on or arising after the date ofthe enactment of
the Alaska Native Claims Settlement Act Amendments of 19S7.

'(2) DEFPsrnoNS.—(A) For purposes of this subsection, the term—

vvcrttpDevelopecT”eans a purposeful modification_of land, or
anTnicicoC in I1Snc, from its original state that effectuates a
condition of gainful and productive present use without further
substantial modification. Surveying, construction of roads,
providing utilities, or other similar actions, which are normally
considered to be component parts of the development process
but do not create the condition described in the preceding
sentence, shall not constitute a developed state within the
meaning of this clause. In order to terminate the exemptions
listed in paragraph (1), land, or an interest in land, must be
developed for purposes other than exploration, and the exemp-
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tions will be terminated only with respect to the smallest
practicable tract actually used in the developed state;

"(ii) 'Exploration' means the examination and investigation of
undeveloped land to determine the existence of subsurface
nonrenewable resources; and

"(iii) Teased' means subjected to a grant of prirnap’ posses-

I sion entered into for a gainful purpose with a determinable fee
J remaining in the hands of the grantor. With respect to a lease
that conveys rights of exploration and development, the exemp-
tions listed in paragraph (1) shall continue with respect to that
portion of the leased tract that is used solely for the purposes of
\ exploration.
CIlEBhEOFf>-pm™*phbses of this subsection—
f"(i) land shall not be considered developed solely as a result
0 R
"CD the construction, installation, or placement upon
such land of any structure, fixture, derice, or other
Improvement intended to enable, assist, or otherwise fur-
ther subsistence uses or other customary or traditional uses
ofsuch land, or
"(ID the receipt of fees related to hunting, fishing, and
guiding activities conducted on such land;

"(i1) land upon which timber resources are being harvested
shall be considered developed only during the period of such
harvest and only to the extent that such land is integrally
related to the timber harvesting operation; and

"(ii1) land subdivided by a State or local platting authority on
the basis of a subdivision plat submitted by the holder of the
land or its agenf”, shall be considered developed on the date an
approved subdivision plat is recorded by such bolder or agent
unless the subdivided properly is a remainder parcel.

"(3) Action by a Trustee.—(A) Except as provided in this para-
graph and in section 14(cX3) of the Alaska Native Claims Settlement
Act no trustee, receiver, or custodian vested pursuant to applicable
Federal or State law with a right, title, or interest of a Native
individual or Native Corporation shall—

‘(Dassign or lease to a third party,

"(if) commence development or use of, or

"(ii1) convey to a third party,

any right, title, or interest in any land, or interests in land, subject
to the exemptions described in paragraph ().

"(B) The prohibitions of subparagraph (A) shall not apply—

"(i) when the actions of such trustee, receiver, or custodian
are for purposes of exploration or pursuant to a judgment in law
or in equity (or arbitration award) arising out ofany claim made
pursuant to section 7(i) or section 14(c) of the Alaska Native
Claims Settlement Act; or

"(ii) to any land, or interest in land, which h2S been—

"(D developed or leased prior to the vesting of the trustee,
receiver, or custodian with the right, title, or interest of the
Native Corporation; or

"(ID expressly pledged as security for any loan or ex-
pressly committed to any commercial transaction in a valid
agreement

"(4) Exclusions. Esattachment.of Exemptions.—(A) Theexemp-
tions listed in paragraph (1) shall not apply to any land, or interest
in land, which is—



Land Protections

The land protections described in this section are probably the most
significant gains for Alaska Natives contained in the “1991” law.

The "1991”law provides that all “undeveloped” land owned by village,
urban and regional corporations automatically have the following protections:

1. The land cannot be taied.

2. The land cannot be taken by trespassers who otherwise
might acquire rights to the land through adverse
possession (also known as trespassers or squatters’rights).

3- The land cannot be taken by creditorsto pay a debt owed by
the corporation.

4. The land cannot be lost if the corporation files
bankruptcy.

3- The land cannot be lost even if the corporation is
involuntarily dissolved.

Because these land protections are so important, they are now auto-
matic. The corporation’s board of directors does not need to take action, un-
less an activity creating “development” has already occurred. Shareholders do
not need to vote in order to protect the corporations undeveloped land.

LAND ACTTOMATCALLmMaTTCTED FROM ...

Taxes on Bad debts Adverse possession
undeveloped land I



Loss of Land Protections

Members of a Native corporation board of directors must understand
thatactions they take could result in the loss of these land protections. Land
protections can be lost in three ways:

1. Leased: If the board of directors leases the land, the protections are
lost. Even though the leased land is not "developed,” it can be taxed, taken by
adverse possession or sold by creditors or a bankruptcy judge to pay the

corporation’s debts. W M TO LOSE LAND PROTECTIONS

Exception: If the
purpose of the lease is to
allow oil, gas or mineral
exploration, then the land
protections continue to
apply.

2. Pledged: Protec-
tions can be lost if the
board of directors mort-
gages or pledges the land
as security in a commer-
cial transa{:tion, such as a Leased Pledged
bank loan. If the land is
pledged, it can be taxed and it can be sold by
creditors or a bankruptcy judge to pay the
corporation’s debts.

5. Developed: If the board of directors
develops the land, it loses the automatic protec-
tions. The land can be taxed, taken by adverse
possession, or, if the corporation gets into
trouble, the land can be seized and sold by credi-
tors or a bankruptcy judge to pay the
corporation’s debts.

Developed
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ftative corporations should be verv cautious about pledging iheir unde-
veloped land 10 a hank nr anvone else.

Definition of "Developed" Land

The "1991-lav defines "developed" as "apurposeful modifjcztion of
land from its original slate that effectuates a condition ofgainful and produc-
tive present use without further substantial modification"”

Because this definition is complicated, it is important that a board of
directors be very cautious when it makes decisions about using the
corporation’s land. If there is any question that a board action or decision
might result in losing land protections, the board should seek advice from an
attorney before a final decision is made.

Some things can be done on the land without losing the protections. In
some circumstances, land can be surveyed, and roads, electricity lines and
sewers can be built. Whether such actions are “safe” can only be determined
on a case by case basis.

Finally, land is automatically considered to be “developed” if it is subdi-
vided, even if no changes are made to the land. For that reason, the corpora-
tion should never subdivide any of its land without careful study of the im-
pacts on the status of its land.

To protect important subsistence uses, the law says that hunting and
fishing on village and regional corporation land do not make the land “devel-
oped.” For that reason, fish camps, trapping cabins and other structures may
be built and used on the land if they are needed for subsistence hunting,
fishing or gathering. The corporation may also charge a fee to hunters, fisher-
men and guides without losing the protections of “undeveloped” land.

Regaining Land Protections

Even if land is mortgaged, leased or "developed." the protections auto-
matically resume when the mortgage or lease expires or the development
ends. For example, if a village corporation leases some of its land for five
years, during the years it is leased, the land can be taxed or sold to pay the
corporation’s debts. However, when the five years are over and the lease
expires, the land is again automatically protected from taxation and creditors.



Ext—pie: A corporalion runs agold-mining operation on otherwise-
undeveloped land. During the years that the mining takes places, the land can
be taxed or taken to pay a debt. Butif the corporation closes down the mining
operation, and restores the land to its original condition, the land then quali-
fies as “undeveloped’ and gains back the protection lost when the venture
began.

If a corporation has already subdivided land, it can be returned to "un-
developed” status if the land is resubdivided back to its original state. The
resubdivision must be approved by whichever platting authority has jurisdic-
tion. In these cases, the protections do apply to land that was previously
subdivided.

Timber Development

The "1991" law makes an important change on how protections apply to
timber development. For example, if a village cor-
poration cuts timber on its land, only the approxi-
mate area where timber is actually cut can be
taxed. Under the old law. a larger area of land
would loie the protections and thus become vul-
nerable to taxes and loss by other means. Now.
protections are lost only on the parcel of land
where timber cutting and development are actually
occurring and only during the period of harvest.

Timber lands can also regain land protection.
During the years avillage corporation cuts timber
for commercial sale, the land is considered “devel-
oped,” and thus can be taxed, if the corporation is

Only area where

timberis cut
in a taxing jurisdiction, or taken to pay creditors. loses protection

When the commercial harvest ends, though, the
land is no longer considered to be “developed"” and the land is automatically
protected.

Tax Recapture on Subdivided Land

If a Native corporation is in a taxing jurisdiction and its land is subdi-
vided. the corporation must pay the amount of taxes that would have been

-6-
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Svied c_:;n& iae‘oc- con.as oeiore the subdivision plstis .ecoroea. The
back taies must be paid in semi-annual installments. The entire amount

must be paid off within 30 months of the date the plat is recorded.
Before the fin2l plat is approved, the government with tax jurisdiction
must notify the corporation of the taxes it will owe.

Example: Corporation 1 decides to subdivide 30 1ax RECAPTURE
acres on a scenic river site. Until now, the land has
been “undeveloped" and exempt from property
taxes. On September 1, 1990. the subdivision plat is
recorded. The corporation must pay an amount equal
to property taxes it would have paid on that 50 acres
from March 1, 19SS to September 1, 1990. The total
tax bill on the so acresis $10,000. Corporation Z
must Make its first $2,000 payment March 1, 1991,
The total bill must be paid off by March 1, 1993.

Tax recapture applies onlv if the land being
subdivided is within the boundaries of a taxing juris-
diction. such as a borough or municipality with the
power to tax.

summary

One of the most important changes made by the “1991HIlaw is that Land
Bank protections are now automatic. No board action is required because the
land protections automatically apply to all undeveloped ANCSA lands. Native
land, so long as it remains undeveloped, is protected from property taxes,
from squatters, from being taken to pay a bad debt and from bankruptcy.

Before, corporations had to apply to the federal government to get these
protections. Now, they’re automatic; nothing else is required. A corporation
loses these protections if its land is pledged, leased, developed or subdivided.
Native corporation board members must recognize the types of actions that
may result in losing land protections.

Board members cay want to review the status of their lands in light of
the definition of "developed,” to determine whether any of the corporation’s
land does not qualify for automatic protections.

Even Lt the land protections are lost, they can be regained if the lease
ends or development activitv stoos.

.. vuo/600"
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AMENDMENT

OFFERED IN THE HOUSE
TO: CSHB451(CRA)

Page 3, lines 15 - 16:
Delete "person [NATIVE (AS DEFINED IN THE FEDERAL ACT)]"
Insert "Native, as defined in 43 U.S.C. 1602(b), or bv or on behalf of a descendant of a

Native, as defined in AS 43 U.S.C. 1602(r), [(AS DEFINED IN THE FEDERAL ACT)]"

Page 3, line 27:
Delete "individual”

Insert ", as defined in 43 U.S.C. 1602(b), [INDIVIDUAL]"

Page 3, line 27, after "to a™

Insert "Native"
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Al aska Federation of Natives, Inc.

March 2, 1992

Representative Eileen MaclLean
Alaska State Legislature
State Capitol

Juneau, Alaska 99801-1182

Dear Repre tive MaclLean:

On Wednesday, February 26, I had the opportunity to
testify on HB451 before the House Community and Regional
Affairs Committee. Testimony was presented via tele
conference from Anchorage. Mr. Robert Price, Legal Counsel
for the Bristol Bay Native Corporation rlso participated

During the testimony there were receiving and
transmitting problems with the tele conferencing equipment,
thus I was not able to fully hear Committee comments nor
respond adequatelyto questions being asked by Committee
members.

Due to the communication problem, 1 feel that an issue
raised by Representative Cheri Davis warrents further
clarification.

Representative Davisquestioned the reference to
"person™ on page 3, line 15 of HB 451. Specifically,
Representative Davis questioned theapplication of the tax
exemption to persons other than Alaska Natives.

The 1987 amendments (Public law 100-241) to the Alaska
Native Claims Settlement Act (ANCSA) provide the authority
whereby an ANCSA corporation may issue stock to identifiable
groups of descendents of Natives. Beneficiaries of such an
issue may not necessarily be Native as defined by ANCSA.

The Arctic Slope Regional Corporation has, in fact,
generated such benefits on behalf of descendents of Natives
irrespective of the ANCSA definition of Native.
Congressional intent is clearly that of providing equity to
descendents of Native people.



To clarify Congressionalintent, the Federation has
included a proposed amendment in HR 3157 (ANCSA Technical
Amendments bill) which adds the language "and, at its
further option, descendents of Natives born after December
18, 1971" to ANCSA, Section 7(g)(L)(B)(i)(1). A copy of
the proposed amendment and Section 4. Subsection (g) of
Section 7 (43 U.S.C. 1606(g) 1is enclosed.

The authority provided in the 1987 amendments focuses
on direct descendents of Natives thus omitting the
opportunity for abuse by other non-natives.

Representative Ch”ri Davis 1is correct in her assessment
that the term "persons"™ may not be appropriate in this
situation.

To best <conform the Jlanguage in HB 451 with current
federal law and pending language in HB 3157, the AFN
respectfully requests that the term "person"™ on page 3, line
15 be omitted and replaced with the language "Native or a
descendent of a Native™.

Thank you for your continued interest and effort in
this matter.

Best regards,

cc: Representative Jerry Mackie
Representative Cheri Davis
Representative Cliff Davidson
Representative Georgianna Lincoln
Senator Al Adams
Jack Chenoweth, Legislative Counsel
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To provide for the settlement of certain claims under the Alaska Native
Claims Settlement Act, and for other purposes.

IN THE HOUSE OP REPRESENTATIVES

Jutly 31, 1991

Mr. Young of Alaska (for himself and Mr. M i11er of California) introduced
the following bill; which was referred to the Committee on Interior and
Insular Affairs

A BILL

To provide for the settlement of certain claims under the
Alaska Native Claims Settlement Act, and for other pur-’
poses.

Be it enacted by the Senate and House of Representa-
2 tives of the United States of America in Congress assembled,

3 SECTION 1. SHORT TITLE.

|

4 This Act may be cited as the “Alaska Land Status
5 Technical Corrections Act of 1991”.

6 SEC. 2. FORT DAVIS NATIVE ALLOTMENT.

7 (@) Approval.—Section 905(a)(1) of the Alaska Na-
8 tional Interest Lands Conservation Act (43 U.S.C.

9 1634(a)(1)) is amended—



10
11
12
13
14
15
16
17
18
19
20
21
22
23
24

25

7

acres, to the Rabbit Creek Lions Club. The fair market
value appraisal shall be conducted in accordance with the
Uniform Appraisal Standards for Federal Land Acquisi-
tions and shall not include any improvements currently on
the lot. The conveyance shall—
(1) preserve valid existing rights-of-way and
easements;
(2) reserve all minerals to the United States;
and
(3) require that title to the lot revert to-the

United States if, within 25 years from the date of

enactment of this Act, the lot ceases to be used for

charitable or civic purposes:
SEC. 8. ISSUANCE OF NEW STOCK TO AFTER BORNS.

Section 7(g)(D(B)(i)(1) of the Alaska Native Claims
Settlement Act (43 U.S.C. 1606(g)(1)(B)(i)(l)) is amend-
ed by adding at the end thereof the following: “and, at
its further option, descendants of Natives born after De-
cember 18, 1971.”.

SEC. 9. SITKALIDAK ISLAND.

(a) Amendment.—Section 303(5)(A) of the Alaska
National Interest Lands Conservation Act (94 Stat. 2391)
Is amended by striking “197S.” and inserting “ 1978, and
all public lands on Sitkalidak Island, and on associated

islands, islets, rocks, reefs, and spires immediately adja-

ollit i].v»
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“(s) ‘Alienability restrictions’ means the restrictions imposed on
Settlement Common Stock by section 7(hX 1XB);
“(t) ‘Settlement Trust' means a trust—

“(1) established and registered by a Native Corporation under
the laws of the State of Alaska pursuant to a resolution of its
shareholders, and

“(2) operated for the sole benefit of the holders of the corpora-
tion's Settlement Common Stock in accordance with section 39
and the laws of the State of Alaska.”.

ISSUANCE OF STOCK

Sec. 4. Subsection (g) of section 7 (43 U.S.C. 1606(g)) is amended to
read as follows:

“(@gXl) Settlement Common Stock.—(A) The Regional Corpora-
tion shall be authorized to issue such number of shares of Settle-
ment Common Stock (divided into such classes as may be specified
in the articles of incorporation to reflect the provisions of this Act)
as may be needed to issue one hundred shares of stock to each
Native enrolled in the region pursuant to section 5.

“(BXi) A Regional Corporation may amend its articles, of incorpo-
ration to authorize the issuance of additional shares of Settlement
Common Stock to—

“(1) Natives bom after December 18,1971,
“(E]) Natives, who were eligible for enrollment pursuant to
section 5but were not so enrolled, or
“(I11) Natives who have attained the age of 65,
for no consideration or for such consideration and upon such terms
and conditions as may be specified in such amendment or in a
resolution approved by the board of directors pursuant to authority
» expressly vested in the board by the amendment. The amendment to
the articles of incorporation may specify which class of Settlement
Common Stock shall be issued to the various groups of Natives.

“(i1) Not more than one hundred shares of Settlement Common
Stock shall be issued to any one individual pursuant to clause ().

“(iii) The amendment authorized by clause (i) may provide that
Settlement Common Stock issued to a Native pursuant to such
amendment (or stock issued in exchange for such Settlement
Common Stock pursuant to subsection (hX3) or section 37(d)) shall be
deemed canceled upon the death of such Native. No compensation
for this cancellation shall be paid to the estate of the deceased
Native or to any person holding the stock.

“(iv) Settlement Common Stock issued pursuant to clause (i) shall
not carry rights to share in distributions made to shareholders
pursuant to subsections (j) and (m) unless, prior to the issuance of
such stock, a majority of the class of existing holders of Settlement
Common Stock carrying such rights separately approve the granting
of such rights. The articles of incorporation of the Regional Corpora-
tion shall be deemed to be amended to authorize such class vote.

“(CXi) A Regional Corporation may amend its articles of incorpo-
ration to authorize the issuance of additional shares of Settlement
Common Stock as a dividend or other distribution (without regard to
surplus of the corporation under the laws of the State) upon each
outstanding share of Settlement Common Stock issued pursuant to
subparagraphs (A) and (B).

“(ii) The amendment authorized by clause (i) may provide that
shares of Settlement Common Stock issued as a dividend or other
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distribution shall constitute a separate class of stock with greater
per share voting power than Settlement Common Stock issued
pursuant to subparagraphs (A) and (B).

“(2) Other Forms of Stock.—(A) A Regional Corporation may
amend its articles of incorporation to authorize the issuance of
shares of stock other than Settlement Common Stock in accordance
with the provisions of this paragraph. Such amendment may pro-
vide that—

"(i) preemptive rights of shareholders under the laws of the
State shall not apply to the issuance ofsuch shares, or

“(ii) issuance of such shares shall permanently preclude the
corporation from—

“() conveying assets to a Settlement Trust, or

"(Il) issuing shares of stock without adequate consider-
ation as required under the laws of the State.

"(B) The amendment authorized by subparagraph (A) may provide
that the stock to be issued shall be one or more of the following—

"(i) divided into classes and series within classes, with pref-
erences, limitations, and relative rights, including, without
limitation—

"(I) dividend rights,

"(I1) voting rights, and

"(HI) liguidation preferences;

"(ii) made subject to one or more of—

"(I) the restrictions on alienation described in clauses (i),
(i), and (iv) of subsection (hXDOB), and

"(Il) the restriction described in paragraph (IXBXiii); and

"(iii) restricted in issuance to—

"(I) Natives who have attained the age ofsixty-five;

"(I1) other identifiable groups of Natives or identifiable
groups of descendants of Natives defined in terms of gen-
eral applicability and not in any way by reference to place

i of residence or family;

"(HI) Settlement Trusts; or

"(TV) entities established for the sole benefit of Natives or
descendants of Natives, in which the classes of beneficiaries
are defined in terms ofgeneral applicability and not in any
way by reference to place of residence, family, or position as
an officer, director, or employee of a Native Corporation.

"(C) The amendment authorized by subparagraph (A) shall pro-
vide that the additional shares ofstock shall be issued—

"(i) as a dividend or other distribution (without regard to
surplus of the corporation under the laws of the State) upon all
outstanding shares ofstock ofany class or series, or

"(ii) for such consideration as may be permitted by law
(except that this requirement may be waived with respect to
issuance of stock to the individuals or entities described in
subparagraph (BXiii))-

"(D) During any period in which alienability restrictions are in
effect, no stock whose issuance is authorized by subparagraph (A)
shall be—

"(i) issued to, or for the benefit of, a group of individuals
composed only or principally of employees, officers, and direc-
tors of the corporation; or

"(it) issued more than thirteen months after the date on
which the vote of the shareholders on the amendment authoriz-
ing the issuance of such stock occurred if, as a result of the
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issuance, the outstanding shares of Settlement Common Stock
will represent less than a majority of the total voting power of
the corporation for the purpose of electing directors.

"(3) Disclosure Requirements.—(A) An amendment to the arti-
cles of incorporation of a Regional Corporation authorized by para-
graph (2) shall specify—

"(i) the maximum number of shares of any class or series of
stock that may be issued, and

"(ii) the maximum number of votes that may be held by such
shares.

"(BXi) If the board of directors of a Regional Corporation intends
to propose an amendment pursuant to paragraph (2) which would
authorize the issuance of classes or series of stock that, singly or in
combination, could cause the outstanding shares of Settlement
Common Stock to represent less than a majority of the total voting
power of the corporation for the purposes of electing directors, the
shareholders of such corporation shall be expressly so informed.

“(ii) Such information shall be transmitted to the shareholders in
a separate disclosure statement or in another informational docu-
ment in writing or in recorded sound form both in English and any
Native language used by a shareholder of such corporation. Such
statement or informational document shall be transmitted to the
shareholders at least sixty days prior to the date on which such
proposal is to be submitted for a vote.

"(iii) If not later than thirty days after issuance ofsuch disclosure
statement or informational document the board of directors receives
a prepared concise statement setting forth arguments in opposition
to the proposed amendment together with a request for distribution
thereof signed by the holders of at least 10 per centum of the
outstanding shares of Settlement Common Stock, the board shall
either distribute such statement to the shareholders or provide to
the requesting shareholders a list of all shareholders names and
addresses so that the requesting shareholders may distribute such
statement.

"(4) Savings.—(AXi) No shares of stock issued pursuant to para-
graphs (1XC) and (2) shall carry rights to share in distributions made
to shareholders pursuant to subsections (j) and (m). No shares of
stock issued pursuant to paragraph (1XB) shall carry such rights
unless authorized pursuant to paragraph (IXBXiv).

"(ii) Notwithstanding the issuance of additional shares of stock
pursuant to paragraphs (1XB), (1XC), or (2), a Regional Corporation
shall apply the ratio last computed pursuant to subsection (m) prior
to the date ofthe enactment of the Alaska Native Claims Settlement
Act Amendments of 1987 for purposes of distributing funds pursu-
ant to subsections (j) and (m).

"(B) The issuance of additional shares of stock pursuant to para-
graphs (1XB), (1X0, or (2) shall not affect the division and distribu-
tion of revenues pursuant to subsection (i).

"(C) No provision of this Act shall limit the right of a Regional
Corporation to take an action authorized by the laws of the State
unless such action is inconsistent with the provisions of this Act.”.

SETTLEMENT COMMON STOCK

Sec. 5. Subsection (h) of section 7 (43 U.S.C. IGOG(hl) is amended to
read as follows:



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Quite 500
Mail Slop 3101 Juneau, Alaska 97301-2101
MEMORANDUM February 27, 1992
SUBJECT: Amendment of "Native" to "person" in the exemption from

taxation of certain stock transactions under proposed revision
of AS 43.80.015 made by sec. 3, House Bill 451 (Work Order
No. 7-LS1722\G'

TO: Representative Cheri Davis

FROM: Jack Chenoweth
Legislative Counsel

I don’t think | responded to your question at Wednesday’s House Community &
Regional Affairs Committee meeting to consider House Bill 451 as fully as I should
have. Let me try again.

Your question concerned the change proposed at page 3, line 15 of the measure
under which the exemption from taxation for certain stock issues would be expanded
from transactions in which the recipient is a "Native" to transactions involving any
"person."

Leaving in place the current language in AS 43.80.015(a) would limit the state tax
exemption to "the original issue of shares of stock ... by or on behalf of a Native

" The sponsor asked that this provision be modified, relying in part on 43 U.S.C.
1620(b) (sec. 21(b) of the original Alaska Native Claims Settlement Act), which
reads:

(b) The receipt of shares of stock in the regional or village
corporations by or on behalf of any Native shall not be subject to any
form of federal, state or local taxation.

The proponents of the amendment represent that the Alaska Native Claims
Settlement Act "does not restrict the tax exempt status only to ‘original issue’.” They
note that the 1987 amendments of the original Act have prompted a number of
corporations to re-issue or to consider the re-issue of corporation stock, and asked



Representative Cheri Davis
February 27, 1992
Page 2

that state law be clarified to avoid debate as to whether a re-issuance of the stock
would be treated as a taxable or tax exempt transaction. Hence, reference to "the
original issue oi" shares of stock now appearing in AS 43.80.015(a) is to be deleted.

The proposed substitution of "person” for "Native" addresses a concern arising out of
this first change. AS 43.80.015(a) currently parallels the language of 43 U.S.C.
1620(b) by referring to "Native."

However, 43 U.S.C. 1606(g), newly-added by the 1987 Act amending the original
Alaska Native Claims Settlement Act, authorizes the regional corporations to issue
a new class of stock-settlement common stock-to Natives not enrolled under the
original Act, and further authorizes the regional corporations, at their discretion to
make that stock available to, among others, "Natives or descendants of Natives." See
43 U.S.C. 1606(g)(2)(B)(iii)(Il) and 43 U.S.C. 1606(g)(2)(B)(iii)(1V). The intent of
this change in federal law was, as | understand, to authorize a regional corporation’s
conveyance of some portion of the benefits of the Alaska Native Claims Settlement
Act to the lineal descendants of Natives originally qualifying even though the
descendant’s blood quantum did not permit the descendant to qualify as an Alaska
Native.

Similarly, 43 U.S.C. 1606(h)(3), an amendment also added by the same 1987 Act,
authorizes issuance of"replacement common stock” under certain conditions generally
relating to the termination of alienability restrictions set out in the original 1971 Act.
As with the change discussed in the previous paragraph, 43 U.S.C. 1606(h)(3)(D) also
contemplates that some recipients ofreplacement common stock may be persons who
are descendants of a Native but who are not themselves Natives who would be
eligible under the original Act. See 43 U.S.C. 1606(h)(3)(D)(i).

Accordingly, the authorization inthe 1987 federal amendments contemplates issuance
of "settlement common stock” or of "replacement common stock” by a recipient who
may not qualify as a Native under the definition of that word as set out in the original
federal Act. Thus, replacement of reference to "Native" with "person™ would 2llow
non-Native recipients of the settlement common stock and the replacement common
stock to receive that stock on the same terms-that is, as a non-taxable (under state
law) transfer-as was the receipt of the original shares by Native recipients from



February 27, 1992
Page 3

whom the non-Native’ right to receive derives. Given the parameters of 43 U.S.C.
1606(g)(2) and 43 U.S.C. 1606(h)(3) and the circumstances under which settlement
common stock and replacement common stock would issue, this change in state law
would almost certainly affect only a relatively small group of people.

I trust this is responsive on the point.

JBC:mi:gc
92-030.mai

cc. Representative Eileen MacLean






Memorandum
To: Hep. Davidson, Chair, House Resources Comm. March 5, 1992
From: Rep. Fran Ulmer

Re: CS for HB 465

The following changes have been made in HB 465 to address the
concerns discussed in the comm, hearing of 3-3-92.

* The substitute eliminates reference to hazardous waste. This
will help reduce costs to DEC while <conforming to EPA
requirements.

* The substitute clarifies the wording to limit the plans and
goals to only state agencies.

* The procurement goals for recycled paper products has been
made consistent with current procurement standards under
existing statute.

* The Dept, of Admin, shall be responsible for defining the
standards for "recycled product™ as applied to paper products.

* The effective dates for the reports has been moved back to
July 1, 1993, to accommodate agency concerns the previous time
line was too onerous.

* The DOTPF has been 1included in Sec. 5, directing them to
develop their own purchasing goals.



March 5, 1992

SECTIONAL ANALYSIS - CSHB 465 - PROCUREMENT OF RECYCLABLES

*

*

*

Section 1. Legislative Findings and Purposes.

Subsection (a) That unrelated countries around the world are
forging cooperative agreements to increase the economic
competitiveness of their economies, and that five Northwest
states and two Canadian provinces, the Pacific Northwest
Economic Region (PNWER), can adopt, purchasing standards for
recyclable products which will increase the marketability of
these produces.

Subsection (b) To substantially increase the purchase of
recycled products which will increase the market potential for
those products and substantially affect the states waste
management problems, and develop standards that are compatible
with the other members of PNWER.

Section 2. Amends AS 36.30 to add a new section (36.30.075)

Subsection (a) requires the Department of Transportation and
Public Facilities to develop for itself, and the Department
of Administration for all state agencies except for DOTPF, a
plan to increase the purchase of certain recycled products.

Subsection (b) requires the plan to have minimum purchase
goals, expressed as a percentage of the total dollar amount
of purchases by state agencies.

Subsection (c¢) requires that the plan for purchasing recycled
paper products be consistent with AS 36.30.095

Subsection (d) defines the standards for the purchase of
motor oil products.

Subsection (e) defines the standards for the purchase of
retread tires, and provides for the exception of certain
emergency vehicles.

Subsection (F) requires that the plan include efforts to
eliminate the purchase of paper products that cannot bDbe
recycled.

Subsection (g) defines the terms "plan™, "recycled product”,
and "retread tire."

Section 3. Amends AS 46.06 to add a new section (AS 46.06.025)

-MORE -
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Subsection (a) vrequires the Dept, of Environmental Conserva—
tion to develop a statewide plan to manage solid waste gener —
ated by state agencies, and to consult with the affected state
agencies. The plan must be consistent with AS 46.06.021.

Subsection (b) requires the plan to identify the characteris—
tics of recyclable materials in the waste stream and their

present destination.

Subsection (©) requires the plan to include an evaluation
of those recyclable materials that can be used for trade 1in
the state and in the PNWER.

Subsection (d) requires the plan to updated every two years.

Subsection (e) requires the director of the court system to
adopt a solid waste management plan, consistent with (@) - (d)
of this section.

Subsection (f) requires the legislative council to adopt a
solid waste management plan, consistent with (a) - (d) of this
section.

Subsection (g) defines "plan™ and "state agency."”

* Section 4. Market Development Report.

Subsection (d) directs the Department of Commerce and
Economic Development to submit a report to the legislature by
January 1, 1993 on ways the state can encourage development
of markets for recycled products.

Subsection (b) requires the report to have an analysis on the
role procurement preferences can play in the development of
recycled markets.

Subsection (c¢) requires the Commissioner of C&ED to consult
with the Dept, of Admin, and Dept, of Environmental Conserva—
tion when preparing this report.

* Section 5. requires the Department of Administration and the
Department of Transportation and Public Facilities to adopt
minimum purchasing requirements vrequired by AS 36.30.075(b),
section 2 of this Act, by January 1, 1993.



CANADIAN ENVIRONMENTAL CHOICE GUIDELINES

In 1988, Environment Caned*, the nationul environmental agency, developed the
Environmental Choice Program. TTiis program is completely voluntary and is targeted to
manufacturers and consumers. Products that meet the guidelines of the program arc identified
by the manufacturer through the use of an "ecoiogo symbol," and consumers may choose to buy
products marked by this logo. Products must meet or exceed ail Canadian governmental and
industrial safety and performance standards, and all steps in the transport, manufacture and waste
disposal during production of the product must meet the requirements of the Canadian
Environmental Protection Act as well as the requirements of ail other applicable regulations and

policies.

Guidelines for at least 15 product categories have been finalized. Those guidelines relevant
to recycled product procurement include:

1 Re-refined lubricating oil: 50 percent by volume re-refined oil in the base stock and less than
5ppra of chlorinated compounds and less than 25ppm metals.

2. Construction materials made from wood-hased cellulose fiber 100 percent of the fiber
content of thermal insulation material must be post-consuracr fiber.

3. Recycled plastic products: Construction materials must be 60 percent post-consumer plastic
by weight All other categories must be comprised of at least 90 percent post-consumer plastic

by weight.

4. Fine paper made with recycled fiber: At least 50 percent by weight of recycled paper, of
which at least five percent must be post-consumer fiber.

5. Miscellaneous products made from recycled paper. At least 50 percent by weight of recycled
paper, of which at least five percent must be pott-coniuraer fiber. This category currently
includes only hobby and crait forms (e.g. components in handicraft work), but other sub-
categories are expected to be added in the future.

6. Newsprint fromrecycled paper: Over 40 percent by weight of recycled paper, a minimum 25
percent of which must be old newspaper.

The Guidelines also cover cloth diapers, heat recovery ventilators, water based paints,
solvent based paint, xinc air batteries, ethanol-blended gasoline, composting containers, diaper

services, and reusable shopping bags.

Under review or awaiting final approval are energy efficient major appliances and lamps,
sanitary paper made from recycled paper, detergents, non-rcchargeable batteries, water-
conserving products, and compost.

Copies of the guidelines can be obtained from:

Jack Poon or Ahmad Husseini
Canadian Standards Association
178 Rexdale Blvd.

Rexdale, Ontario. MOW 1R3
416-747-4000
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FEDERAL PROCUBFAfENT PO I.im a FOR THE UNITED STATES

U.S. Environmental Protection Agency P((IHHTHT G.ICH"BM G]Hﬂmm (EPA/530-SW-

_.011, December 1990).

The following five guidelines apply to all federal, state, and local procuring agencies using appropriated
federal funds, as well as to the contractors of these agencies. The guidelines apply only if the agency or
contractor purchases more than $10,000 worth of the specified item.

1 Papermd Paper Products (ZDZFR pan 250.33 PR 23546 June 22.19881,

PmduciXypC Minimum Content Standard
Newsprint 40% Post-consumer (pen) recovered materials
Most types of high grade

bleached printing & writing paper 50% waste paper

Toilet tissue 20% pen recovered materials
Paper Towels 40% penrecovered materials
Paper napkins 30% penrecovered materials
Facial tissue 5% pen recovered materials
Doilies 40% pen recovered materials
Corrugated boxes 35% pen recovered materials
Fiber boxes 35% pen recovered materials
Brown papers (e.g. bags) 5% pen recovered materials
Recycled paperboard products 80% pen recovered materials
Pad backing 90% pen recovered materials

*Does not include paper for high speed copiers, form bond, or cotton fiber papers.

Lubricating Oils Containing Refined Ol :km:RPart 25253 FR 24699.June 30. 19881: Procuring
agencies must "require the use of re-refined oils to the maximum extent possible withoutjeopanliring the
intended end use of these items."” Specific types of lubricadng oils, hydraulic fluids, and gear oils are
recommended.

3. Retread Tires (40 CFR Part 25353 FR 46558). Requires that agencies uee retread tires to the maximum
extent possible, and that agencies eliminate requirements that tires be manufactured from virgin materials.

4. Building Insulation Products Containing Recovered Materials (4Q CFR Part248754FR 7328. Eebruarv 17.
1989). Paper fibers can be used in cellulose loose-fill and spray-on insulation, as well as in perlite composite
board. Mixed color waste-glass can be used in producing fiberglass insulation. Plastic rigid foams can reuse
glass cullet as well as post-consumer PET. Some rock wool manufacturers use aluminum potliners as a fuel

substitute and fluoride source.
Material Type Percent bv Weight

Cellulose loose fill& sjiray on 75% pen recovered paper
Perlite composite board 23% penrecovered paper
Plastic ridge foams:

Polysocyanurtte/polyurethane:

Rigid foam 9% recovered material
Foam-in-place 6% recovered material
Glass fiber reinforced 6% recovered material
Phenalic rigid foam 5% recovered material
ok wool 50% recovered material

5. Cement and Concrete Containing Flv Ash (40 CFR Pan 249.48-FR 4230. JtTIUgY 28, | $a2)IAllows
agencies flexibility in developing their own policies, but encourages fly ash to be used as an ingredientin
concrete and cement.

30d 120
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SHB 1671 (W wtc Not Washington)) April 18,19e9

Section 53. Encourages city, county, local and other government offices to purchase recycled
products. Requires state agencies to set an example by increasing purchase of recycled paper products
by 50% by July 1993. (This simply means that if a department were purchasing recycled paper as 10
percent of its total paper purchases, by 1993 recycled paper would have to comprise 13 percent of the

department’s total paper purchases)

This same act allows state agencies to pay more for recycled products, at a limit specified by the
Director of General Administration.

Contact: Lee Mitchell
Washington State Department of Ecology,
Division of Waste Reduction, Recycling, and Litter Control

206-438-7773

Administrative Rule: Price Preference: In December of 1990, the Department of General
Administration ruled that state agencies and institutions could give up to a.10% price preference to
products with recycled content The amount of preference varies according to how the product contents
meet EPA guidelines. If no guidelines exist for a specific product, then the state agency sets a
percentage of recycled content when asking for bids, and that percentage can be no less than 15 percent

Contact: Don Johnsen
Procurement Officer, Department of General Administration

206-753-6473

Other Regional Efforts

F.QURTEEN STATE PAPER-BUYING.COALITION

In an effort funded by the EPA, the purchasing divisions from 14 Westem states, including Alaska,
Idaho, Montana, Oregon, and Washington, plan to combine purchasing of recycled paper products to
help stimulate demand for the products. TTie second meeting of the coalition w ill be in late January, to

discuss specifications and further details.

Contact: Kay Hawley
Washington Office of State Procurement

206-753-0540
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ORS 279.735. Department 0f General SEIVIAN rolei for recycling The Department of General
Service* shall adopt rules that establish procedures for the separation of solid waste generated by state
agencies that can be recycled or reused, and establish a system for the collection of that waste. Ail state

agencies shall comply with these procedures and systemns.

ORS 297.737. P.ncmm>yrment of paper conservation: The Department of General Services shall
encpure_ulge pa]per conservation by providing gwdelgnes to state agencies and state contractors on the
availability of recycled palaer and paper products, including the sources of supply and the potential uses
of various grades of recycled paper.

ORS 279.739. Preference for Pnrrhimg of Recycled Meterials; Any public agency charged with the
purchase of materials and supplies may, in Its discretion, give a price preference of up to rive percent to
the purchase of materials ana supplies manufactured fromrecycled materials. For these purposes,
recycled material means any material that would otherwise be a uceless, unwanted or discarded material

except that it still has usefu Iorc?/sical or chemical properties after serving a specific purpose and can,
therefore, be reused or recycled.

ORS 465.967-969. Restrictions on non-recvclable. non-biodeyradable food service products; State
agencies and their subcontractors may not use food service products made out of plastic, polystyrene or
other materials if those materials are non-biodcgradable or non-rccyclablc. Exceptions are permitted
onl?; If the state's Department of Environmental Quality certifies that a viable recycling program exists
or that there is no recyclable substitute available.

In addition, Administrative Order 125-30-030 requires agencies to purchase recycled paper if it
falls within the five percent recycled product preference.

Contact:  Byron Thompson
Purchasing Analyst
503-373-1467

WASHINGTON

Wiashington law contains the following provisions dealing with recycling and procurement of
recycled materials:

RCW 43.19.53&. Agency Procurement of RacyelwH Pflyfocti; The Director of General
Administration is required to develop specifications and adopt rules for buying rc_aclycled products based
on rectycled content information. Bidders must certify a range of recycled material content, which may
be stated in 15% increments.

Directory of Recycled Product Vendors: A directory shall be developed by the Director of General
Administration.

Preferential Purchases of_Rec¥cIed Products: Nothing in state law shall preclude other levels of
government (e.g. cities, counties) from allowing the preferential purchase of recycled or reused

products.

_ RCW43.19.1911. Life Cvclc Coating: The "lowest responsible bidder'' can be qualified by using
"life cycle costing” if it results in the lowest total cost to the state and complies with specifications.
"Life cycle cost" means the total cost of an item to the state over its estimated useful life, including
operation, maintenance, and disposal, as far as these costs can be reasonably determined.
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MONTANA

In early 1990, the Governor of Montana designated June 1990 as Montana Recycling Month and
launched a one-year rec%clmg pilot program for used r._Under the direction of the Montana
Department of Natural Resources and Conservation (DNRC), the program will collect used computer
Eaper, photocopy paper, and white bond throughout the state capitol complex. The pilot program will
uild on successtul recycling efforts already in place within individual agencies.

~ The DNRC will develop, implement and evaluate tho pilot pro_ﬂram using existing staffand _
financial resources. At the conclusion of the test period, DNRC will recommend whether to continue
paper recycling on a permanent basis, and will consider other recycling possibilities within state

government operations.

Contact:  Peggy Nelson "paper recycling project only)
Energy Education Specialist, DNRC
406-444-6697

OREGON

OdOrtegon law contains the following provisions dealing with recycling and procurement of recycled
products:

ORS 279.729. Standards for paper used bv state agencies: The Department of General Services
shall establish specifications for paper used by state agencies requiring the highest percentage possible
of the total paper purchased by the dgoa_rtr_n_ent in any Tiscal year to be recycled paper or paper in the
same a%rade most nearly meeting the definition of recycled paper. The department shall also make
available, through its purchasing procedure, in all grades where it can be obtained, recycled paper or

paper in the same grade most nearly meeting the definition of recycled paper.

ORS 279.731. Definition of recycled paper As used in related Oregon laws, recycled paper means
a paper product with not less than 1) 50 percent of its total wdght consisting of secondary waste
materials; or 2) 25 percent of its total weight consisting of post-consumer waste.

ORS 279.733. State agencies’duties regarding purchase and use of recycled material: All state
agencies purchasing supplies, materials, equipment or personal services shall, wherever economically
o

féasible:

1 review their procurement specifications to eliminate discrimination against the procurement of
recycled materials.

2. provide i_n(I:entives in all procurement specifications for the maximum possible use of recycled
materials.

3. develop purchasing practices which assure purchase of materials which are recycled or may be
recycled when discarded.

4. establish management practices which minimize the volume of solid waste generated by limiting
the amount of materials consumed and discarded.

5. use, and require persons with whom they contract to use, recycled paper.
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have direct access to the manufacturer without going throu?h the usual rtcquisidon channels. This*:
mokes it easier for ministries to acquire the approved recycled products at previously negotiated prices.

_The Purchasing Commission has set a target that 60 percent of the paper used in B.C. government
will be comprised of 40 percent post-consumer waste by 1998. 20 percent of the Province's 1,000 car
vehicle fleet uses re-refined oil. Additionally, in accordance with Canada’s National Packaging
Protocol, British Columbia informs bidden that "The Province of British Columbia is anxious to
identify opportunities to utilize recyclable or reusable packaging as a means to reduoe the impact upon

the environment, and will consider this aspect in its bid evaluations.”

Contact:  Noel Reeves o - _
Purchasing Commission, British Columbia

604-389-3384

IDAHO

In March of 1990, the Idaho Legislature adopted House Concurrent-Rwolution No. 36,
encouraging the initiation of a solid waste reduction program within state government and throughout
the state, The %_oal of the program is to reduce the amount of solid waste consigned to landfills by 25
percent within five years. The resolution recommends the following steps:

1 The State Board of Health and Welfare is encouraged to develop an educational program for the
public schools to show the need for reductions in solid waste generation.

2. The ldaho Water Resources Board is encouraged to develop programs to utilize solid waste in
energy production.

3. The Department of Administration is encouraged to develop programs for implementation through
all of the state agencies to recycle as much solid waste generated by those agencies as is
economically feasible.

4. Political subdivisions of Tdaho are encouraged to implement local solid waste management
programs, including solid waste recycling.

5 The State of Idaho, its agencies and its political subdivisions are encouraged to use recycled
products and materials In the delivery of state and local government services to the greatest

extent possible.

6. Statﬁ agencies shall report their progress in reducing solid waste to the Governor and Legislature for
three years.

Contact: Coleen Grant

Administrator, Division of Purchasing
208-327-7465

>0d 120 Sfr:C1  tr0-C0-cSG 1



cod

5. require agency staff to become familiar with pertinent waste reduction and recycling practices and
to identify opportunities to implement themat their job locations.

Contact: Bob Link
Director, Division of General Services

907-465-2253

alberta

~ The Province's purchasing standards and specifications are currently being revised to reflect the
interest in stimulating recycled products markets, As of yet, however, Alberta has no formal
procurement policy concerning recycled goods. The province recently established an Environmentally
Responsible Products and Practices Committee, and is expecting to do more "'green product
procurement under a proposed waste-minimization and recycling program. Details of the program are

not yet available.

The Public Works, Supﬁly and Services Department and Alberta Environment buy only recycled
paper products, while the other provincial agencies are encouraged to choose recycled product ~
alternatives. Recfycled paper, as outlined in Canada's ""Environmental Choice Guidelines," is constituted
by a minimum of 50 percent post-consumcr and post-commercial waste, at least five percent of which
must be post-consumer waste paper. The following products are, or will soon be, purchased for
government departments as alternatives to non-recycled products:

0 general purpose paper for bond and photocopy purposes. _

0 business cards, envelopes (16 types), letterhead paper, file folders, paper pads, single-pan
forms, paper towels. _

0 rctreaded and recapped tires for trucks and equipment.

o re-refined oil for automobile fleets. _

0 recharged toner printer changes for desktop laser printers.

In addition, departments are encouraged to purchase reusable coffee cups, organic industrial oil
absorbent, plain paper fax machines, and double-sided photocaopiers.

Contact:  Ray Keroack _
Alberta Public Works, Supply, and Services Department

403-427-0681

BRITISH COLUMBIA

British Columbia's Purchasin% Commission Act was amended in June of 1990 and now commits the

commission to increasing the supF_ y of and demand for recycled products and encouraging economic
ing and related industries. The B.C. Purchasing Commission chairs

ggor\i/vth and dgeveloR/lrr_\ent in rect:yc ( _ _ _
ada's National Ministers of Procurement Committee on Environmentally Sound Purchtsing. This
committee has drafted a set of common principles of environmentally sound procurement, out has not

specified procurement guidelines.

The province's purchasing commission is currently developing Master Standing Offers (MSO's) for
products containing recycled material. Once a specific product has been added to the MSO, ministries
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PACIFIC NORTHWEST STATE AND PROVINCIAL
RECYCLING AND PROCUREMENT POLICIES

ALASKA

Alzi\ska law contains the following provisions dealing with recycling and procurement of recycled
materials:

AS 36JO (as amended June 21,1990). Agency Procurement of Paper. \When a state agency
purchases paper, at least 15 percent of the quantity purchased must be recycled paper. AsotJuly 1,
1994, the percentage will increase to 25 percent Exceptions are permitted when recycled paper is not
available for the purchase or, after application of a five percent recycling preference, the recycled paper

IS more expensive then non-recycled paper.

Procurement Preference for Recycled Products: In the evaluation of a bid or proposal for an agency
rocurement of products, the agency thall decrease the bid or proposal by five percent if the products to
purchased are recycled dpr ucts. (For procurement of rccycleci paper products under this section,
minimum content standards are those recommended by the EPA).

AS 44.68 (as amended June 21,1990). Disposition of Obsolete or Surplus State Property: The
State De‘partment of Administration shall take possession of obsolete or surplus state property that is
recyclable, and shall also take position of recyclable property remaining in control of a commission or
board of the state government after the commission or board stops functioning. The Department of
Administration shall sell, lease, license, or dispose of the property on the terms it considers in the best
interests of the state. Recyclable property means property that cannot be used for its intended purpose in
its present form, but that can be used to create new property.

AS 44.99 (as amended June 21,1990). Use of Paper State agencies shall use both sides of paper
when feasible.

Waste Reduction and Recycling Task Force: A Waste Reduction and Recycling Task Force is
created within the Office of the Governor to 1) identify opportunities in state government to reduce
waste, increase the reuse or recycling of materials, and pranote the purchase of materials that are made
of materials that have been recycled, and 2) design plans to implement those opportunities. The task
force shall report those opportunities and plans to the state legislature in April 1991 and April 1992, at
which point the task force is terminated.

In addition, Administrative Order #1109, issued by the Governor of Alaska in early 1990, directs
state agencies to explore opportunities and implement plans to reduce, recycle, and reuse their wastes,
and purchase materials made from recycled products. Specifically, departments and agencies were

directed to:
1 appoint an individual to serve as the deportment’s waste reduction and recycling liaison.

2. encourage and authorize the purchase and substitution of products or processes that reduce the
amount of toxicity or waste produced.

3. encourage and authorize the purchase of equipment to recycle or beneficially use westes.

4. encourage and authorize the purchase of products made from recycled materials, particularly paper
products.
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ANALYSIS -HB 465

The funds requested will be used to create a new full time Environmental Specialist lll
position in the Solid and Hazardous Waste Management Section. The new employee
will work with all State agencies to plan for solid and hazardous waste management
and implement the plans. Additional funding for contractual services is also requested.
The selected contractors will collect technical information about the waste generation
rates and composition of solid and hazardous waste generated by State agencies.

Contractual services funds requested for future fiscal years are to provide plan updates
as required by the bill.

Comments on the bill:

1 Our comments and fiscal note reflect only Section 46.06.025. The Procurement
Recycling Plan would appear to be the responsibility of the Department of
Administration.

2. Page 4, lines 10 and 16 imply that the plan applies to all wastes, not just those
that are generated by State agencies. Our fiscal note assumes that we are preparing
a management plan just for State agency generated wastes.



STATE OF ALASKA

1992 LIiGISLATIVE SESSION

Revision Date: 2/12/92
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EXPENDITURES/REVENUES:
OPERATING
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND&STRUCTURES
G RANTS.CLAIMS
MISCELLANEOUS
TOTAL OPERATING

FY93
60.00
5.00
208.00

1®

5.00

279.00
CAPITAL

REVENUE
FUND SOURCE:

FUNDING:
GENERAL FUND
FEDERAL FUNDS
OTHER

FUND SOURCE:
TOTAL

(Thousands of Dollars')

279.00

279.00

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year impact:
ANALYSIS:

Sec Attached

Prepared by: Glenn Miller
Division: Solid and Hazardous Waste

Approved by Commissioner

Agency: Environmental ConserWtion

. ot I A
FISCALNOTE

DILL NO.

Department Affected:

DRU:

HU 465

Environmental

Conservation

Environmental Quality

Component Solid and Hazardous Waste section

COMPONENT SERIAL NO.

(Attach a separate page if necessary.)

Distribution (by preparer):Legislative Finance. Legislative Sponsor. Requestor. OMB, & Impacted Agency(ies).

Rev. 10/90

1 1
(Thousands of Dollars)
FY94 FY 95 FY 96 FY 97 FY98

63.00 66.00 69.00 7100 75.00
5.00 5.00 5.00 5.00 5.00
8.00 58.00 8.00 58.00 8.00
5.00 5.00 5.00 5.00 5.00
82.00 135.00 88.00 141.00 94.00
8100 135.00 88.00 141.00 94.00
8100 135.00 88.00 141.00 94.00

Phone: 465-5150

Date: 2/28/92

Date: 2/28/92

Page of



WORK DRAFT WORK DRAFT WORK DRAFT
T-Lsisen/

Bannister
3/4/92

CS FOR HOUSE BILL NO. 465 ()
IN THE LEGISLATURE OF THE STATE OF ALASKA
SEVENTEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponsors): REPRESENTATIVES ULMER, BDavis, Brown, Koponen, Finkelstein

A BILL
FOR AN ACT ENTITLED

1 "An Act relating to recycling and the management of solid waste by state agencies.”

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

3  *Section I. LEGISLATIVE FINDINGS AND PURPOSES, (a) The legislature finds that

4 (1) a global economy is emerging in which otherwise unrelated coumxicp and other
5 governmental entities that are located in the same geographic :jgion are forging cooperative
6 arrangements that benefit their individual and common well-being;

7 (2) these cooperative arrangements are increasing the economic competitiveness of the
8 participants, which increases the economic benefits and the overall quaJty of life for the citizens of the
9 individual participants;

10 (3) the states of Alaska, Idaho, Montana, Oregon, and Washington, and the Canadian
11 provinces of Alberta and British Columbia are in a strategic position to cooperate in adopting standards
12 for the procurement of recycled products, and this cooperation would increase the overall market effect
13 of the standards each state or province adopts.

14 (b) The purposes of this Act are to

1* CSHB 465( )
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1 (1) substantially increase the procurement of recycled products by state governmental
2 agencies and to provide a model to encourage a comparable commitment by individual citizens and

/ businesses of the state;
4 (2) direct government procurement policies and goals toward the procurement of those

recycled products for which markets can be developed or that substantially affect the state’s waste

5
6 management problems; and

7 (3) establish recycled product procurement standards that can be used in procurement
8

9

programs by all state government agencies and that are consistent with those of other states and
provinces in the Pacific Northwest economic region of the United States and Canada.
10  *Sec. 2 AS 36.30 is amended by adding a new section to read:

n Sec. 36.30.075. PROCUREMENT RECYCLING PLANS, (a) The Department of

12 Transportation and Public Facilities shall establish for itself, and the department shall establish

13 for all state agencies other than the Department of Transportation and Public Facilities, a plan

14 to increase the procurement of recycled products when an agency procures plastic products, motor

15 vehicle lubricants, tires, latex paints, paper products, and compost products.

16 (b) The plans must include minimum procurement goals for procuring recycled products

17 when procuring plastic products, motor vehicle lubricants, and latex paints. The goals must be

18 expressed as a percentage of the annual total dollar amount expended by an agency to procure

19 the particular product.

20 (c) The goals of the plans for the procurement of recycled products for paper products

21 must be consistent with AS 36.30.095.

22 (d) The plans may not require the use of a recycled p.oduct for a motor vehicle lubricant

23 If the recycled product

24 (1) is not available within a reasonable period of time or in quantities necessary

25 to meet the needs of the procuring agency;

26 (2) does not meet the performance standards recommended by the manufacturer

27 of the equipment or vehicle for which it will be used or the warranty requirements for the motor

28 vehicle;

29 (3) is only available at a cost that is more than five percent greater than the cost

30 of a comparable lubricant that is not a recycled product.

31 (e) When feasible, the plans must include a requirement that an agency shall use retread
CSHB 465( ) -
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tires for the nonsteering wheels of agency vehicles, except for emergency vehicles, including fire
suppression and emergency assistance vehicles.

() The plans must include a requirement that agencies use reasonable efforts to eliminate
the purchase of paper products that cannot be recycled.

(@) In this section,
(1) "plan” means a recycling plan established under (a) of this section;

(2) "recycled product,” except for paper and tires, means a prt-duct in which at
least 50 percent of the total weight consists of secondary waste materials and post-consumer
waste materials and at least 10 percent of the total weight consists of post-consumer waste
materials; "recycled product" as applied to paper has the meaning established by the Department
of Administration; *'recycled product™ as applied to tires means retread tires; "recycled product,”
except for paper and tires, includes a product that has completed its life cycle as a consumer
item, but otherwise is refurbished for reuse without substantial alteration of the product’s form;
in this paragraph,

(A) "post-consumer waste materials" means finished materials that would
normally be disposed of as solid waste, having completed their life cycles as consumer
items;

(B) "secondary waste materials" means product frigments and finished
products that have completed their life cycle as a consumer item md that are normally
disposed of as solid waste; "secondary waste material does not nclude excess virgin
resources remaining after a manufacturing process;

(3) "retread tire" means a tire that uses an existing casing for the purpose of
vulcanizing new tread to the casing, that meets the testing program of the United States General
Services Administration, and that is listed on the Qualified Products List issued by the General

Services Administration.

*Sec 3. AS 46.06 is amended by adding a new section to read:

Sec. 46.06.025. SOLID WASTE MANAGEMENT PLAN, (a) The department shall
develop a statewide plan to manage the solid waste generated by state agencies. The plan must
be consistent with AS 46.06.021. The initial plan must cover at least a 10-year period. \When
preparing the plan, the department shall consult with affected state agencies, local governments,

and other appropriate entities.

o3* CSHB 465( )
VevTexr Under! ir.ed (DELETED TEXT bnACKETED]



WORK DF\FT WORK DRAFT WORK DRAFT

1 (b) The plan must include an identification of the characteristics of the waste stream of
2 recyclable materials generated by state agencies, including the nature, type, amount, use, and
3 present destination of the recyclable materials. In this subsection, "recyclable materials" means
4 materials that would otherwise be useless, unwarned, or discarded materials, except that the
5 materials still have useful physical or chemical properties after serving a specific purpose and can
6 be reused or recycled.
7 (© The plan must include an evaluation of the nature, type, quality, and quantity of
8 secondary waste materials generated by state agencies that can be used for trade in the state, in
9 the northwestern states of the United States, and in the western provinces of Canada. In this
10 subsection, "secondary waste materials" means product fragments and finished products that have
n completed their life cycle as a consumer item and that are normally disposed of as solid weste;
12 "secondary waste material* does not include excess virgin resources remaining after a
13 manufacturing process.
14 (d) The department shall update the plan every two years.
15 (e) The administrative director of the court system shall adopt astatewide solid waste
16 management plan to be used by the court system. The plan must be consistent with (a) - (d) of
17 this section.
18 (f) The legislative council shall adopt a statewide solid waste management plan to be
19 used by the legislative branch. The plan must be consistent with (a) - (d) of this section.
20 (9) In this section,
21 (1) "plan" means a statewide solid waste management plan;
22 (2) "state agency" means a department, institution, board, commission, division,
23 authority, public corporation, or other administrative unit of the executive branch of state
24 government, but does not include the University of Alaska, the Alaska State Housing Authority,
25 the Alaska Railroad Corporation, the Alaska Housing Finance Corporation, or the Alaska
26 Aerospace Development Corporation.

27 * Sec. 4. MARKET DEVELOPMENT REPORT, (@ On or before January 1, 1993 the
28 commissioner of commerce and economic development shall submit a report to the legislature addressing
29 what the state can do to encourage ‘te development of in-state and out-of-state markets for recycled

30 products.
31 (b) The report must include an analysis of the role procurement preferences can play in

CSHB 465( )
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1 encouraging recycling and expanding in-state and out-of-state markets for recycled products.
2 () The commissioner of commerce and economic development shall consult with the
3 Department of Administration and the Department of Environmental Conservation when preparing the

n report.
5 *Sec. 5. The Department of Administration and the Department of Transportation and Public

6 Facilities shall adopt the initial minimum purchasing goals required by AS 36.30.075(b), enacted by sec.
7 2 of this Act, on or before July 1, 1993,

5. CSHB 465( )
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All Dressed Up
And Nowhere to Go

The collection progra

T hey sat amidst discarded styro-
foam containers, old mattresses
and yesterday's lunch, monu-

ments to the great gods of supply and
demand. Row upon row of neatly
bagged glass containers, separated,
washed and sorted for recycling, had
been relegated to Tucson's municipal
landfill, dashing the hopes of citizens
who had responded to a city-wide recy-
cling drive and collected glass from
schools and residences.

The recyclers had been so zealous that
they collected too much glass for the
plant to process. “ We had a really
heartening response, but we couldn't
absorb it," says Karen Heidel, Tuc-
son's director of energy and environ-
ment.

Unfortunately, Tucson is not alone.
Collected recyclables across the country
have met similar fates as processors re-
ject material because it fails to meet
specifications, does not generate ade-
quate revenue or is just too abundant in
the marketplace.

Successful recycling requires a com-
plex equation involving collection,
processing and end-use, and many lo-
calities are finding that these factors are
not balancing out. Strategies to address
this imbalance have run the gamut from
enhanced education campaigns and
“ buy recycled" programs to more
heavy-handed approaches like bottle
bills and mandates requiring materials

26
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such as paper, glass and plastic to con-
tain a certain percentage of recycled
material.

Actions which deliber —

ately force a balance
between supply and
demand could have

untold costs.

Now the big question is, will these
measures work?

As with any equation, when some-
thing is added to one part, something
has to be taken away. Tinker with the
laws of supply and demand, some say,
and there will be a price to pay down
the line.

Any kind of action which tries delib-
erately to force a balance between sup-
ply and demand, “ will have untold
costs." says Charlotte Frola, a solid
waste management consultant. “ If you
tweak one part of the system, you'll
have large reverberations somewhete
else.”

place, the recyclables have been
separated. Now what?

On the other hand, landfills are fill-
ing up, and nobody is particularly anx-
ious to open a new one in the neighbor-
hood. Raw materials such as timber are
being consumed more quickly than they
can be replaced. Consequently, it would
seem recycling has to be made to work,
even if it means imposing regulations to
force the issue.

When the iddU of recycling first took
off, it was envisioned as a revenue-gen-
erating system. While the long-term ec-
onomic and environmental costs of re-
cycling may indeed be less than landfill-
ing, localities have found it is more
expensive than expected to make one
man’s treasure from another man’s
trash.

"It is easier to go out and collect a
bunch of newspapers than it is to build
a plant to process it that costs Sl to S3
million and can take three years to
build," says Michael Kehs of the Asep-
tic Packaging Council. Paper process-
ing plants "are the size of several foot-
ball fields," he says. “ You can't build
them overnight.”

"No one is going to build the equip-
ment to process (recyclable material) if
they are not sure where to sell it," says
Harvey Gershman, president of CiBB
Consultants, Falls Church, Va.. and a
member of the Solid Waste Association
of North America (SWANA).

Some industries, like steel and alumi-
num. greatly favor recycled over virgin
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