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Alaska State Legislature
House of Representatives

weas, SR 110
iy : uneau, Alaska -
Officinl Business (907) 163-3718

House M ajority Leader
------- SPONSOR STATERMENT

HOUSE BILL 76 (Purchase of inholdings and timber rights 1in
Kachemak Bay State Park)

HISTORY OF KACHEMAK BAY BUYBACK

In 1970 the Alaska State Legislature set aside 250,000 acres
across from Homer, creating Kachemak Bay State Park 1in order
to protect these pristine lands and waters for their unique

and exceptional scenic beauty and recreational use.....

During the years 1971 thru 1974, the Alaska Native Claims
Settlement Act allowed the Seldovia Native Association (SNA)
to make a selection of 69,000 acres of land in the Seldovia
area; however, the state protested two of SNA"s selections
leaving them no alternative but to select the remaining
30,000 acres within Kachemak Bay State Park.

In 1975, then Governor Jay Hammond agreed that the State
would work with the Seldovia Native Association to attain
a land trade for SNA"s park inholdings.

Four years later, SNA signs a Memorandum of Understanding
to exchange its inholdings for state lands of equivalent
value.

Four more years go by, and during the period of 1982 thru
1986, only two small land trades take place totaling 5,000
acres and further negotiations failed bo trade the remaining
inholdings due to a shrinking pool of state lands and
disagreements over land values.

sgn
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Page Two
House Bill 76 - Continued

In 1987 land trade negotiations failed again with the state
and the Seldovia Native Association sells i1ts timber rights
to Timber Trading Company (TTC).

The State iIn 1988 approaches Timber Trading and the Seldovia
Native Association with an offer of a trees-for-trees and
a land-for-land trade.

A year later, the state, "SNA) and (TTC) sign a preliminary
exchange agreement outlining the process for conducting
appraisals and creating replacement pools for land and timber.
That same year, SNA"s .and value 1Is appraised by separate
appraisers at different amounts and a three party review panel
makes a determination as to a land cash value. Timber Trading
receives appraisal figure for the Seldovia area timber while a
combined state and TTC arkitrater sets the value at a different
level for exchange purposes.

Former Governor Steve Cowper, 1in 1990, introduces an appropriations
bill to provide for the cash purchase of SNA"s park inholdings and
TTC"s timber in lieu of the state presenting any timber or land
exchange package. Four days before the close of the legislative
session, Cook Inlet Region, Inc. (CIRI) enters the proposed purchase
for subsurface rights within the park. The appropriations bill failr
the House on a 20-20 vote.

Following the bill"s failure, TTC bt ns the app_ication process
to secure the necessary permits to b In timber harvesting.

In 1991, legislation is introduced iIn both the House and Senate
to purchase land, timber and subsurface rights within Kachemak
Bay State Park. Neither bill i1s enacted and TTC formally
submits prfeliminary permit applications to the State of Alaska.
The state holds public hearings in Anchorage, Homer and Seldovia.

Major focus is on the Kachemak Bay Buyback during 1992. SNA, TTC
and CIRI agree to a $22 million cash buyout package. Legislation
is Introduced in both the House and Senate for the purchase from
Exxon Oil Spill monies and/or through a contingent 2ppropriation
from the Restoration Endowment. Legislation fails to pass the
17th Legislature.

sgn
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Page Three
House Bill 76 - Continued

Before the 18th Legislature convenes on January 11, 1993, the
following events occured: $20,500,000 is deposited in the Alyeska
Settlement Fund from an Agreement & Consent decree (civil settlement)
entered November 25, 1992 which includes an allocation of $7,500,000
for the purchase of the inholdings in Kachemak Bay State Park;
additionally the Exxon Oil Spill Trust Council okays a $7,500,000
appropriation from Exxon Settlement Funds for Kachemak purchase and
House Bill 76, which Representative Gail Phillips iIntroduces on
January 22, provides for the remaining appropriation of $7,000,000
from the criminal fines levied against Exxon to complete the funding
package for the purchase.

On March 4, Governor Hickel formally announces an agreement between
all concerned parties to buyback the private inholdings iIn Kachemak
Bay State Park. The agreement is formally signed by the Seldovia
Native Association, Cook Inlet Region, Inc., Timber Trading Company,
Inc., and the State of Alaska.
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3-22-93



FISCAL NOTE

STATE OF ALASKA BILLNO. HB 76
1993 LEGISLATIVE SESSION
Rovisien Date: Department Affected:  Fish and Game
Titlo: Purchase Of Inholdings and Timber BRU: Habitat & Restoration and Commissioner's Office
Rights in Kachemak Bay State Park Componont: Habitat & Restoration & Commissioner's Office

Sponsor: Gail Phillips

Roquostor: Community and Regional Affairs COMPONENT SERIAL NO. 04860477
EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 FY 99
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS. CLAIMS 0 0 0 0 0 0
mispfi | 4MF.niic 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 0 0 0 0 0
REVENUE FUND SOURCE: 0 0 0 0 0 0
FUNDING: (Thousands of Dollars!
1002 Federal Receipts 0 0 0 0 0 0
1003 GF Match 0 0 0 0 0 0
1004 GF 0 0 0 0 0 0
1005 GF/Program Receipts 0 0 0 0 0 0
1006 GF/MHTIA 0 0 0 0 0 0
Outer 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0
POSITIONS-
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0
Estimate of currant vaar IFY93) impact: S 0

ANALYSIS: (Attach a separate page if necessary.*

Proparod By: Frank Rue Ircror oIt L Phono: 465-4105

Division: Habitat and Restoration - T Date:

Approved by Commissioner:

Agency: Department of Fish and Game Date: & /A 1/

wedmao'c iddhsiaTive orricE
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HOUSE COMMITTEE REPOPT
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Dace Referred: January 22, 1993 FURTHER REFERRALS: Resources
Finance

Dace of CommiCCee AcCion: 3- 2. S2 -3

The COMMUNITY AND REGIONAL AFFAIRS CommiCCee considered: HE 76

HOUSE BILL NO. 76 APPROP: KACHEMAK BAY ST. PK.TIMBER RIGHTS

"An Act making a special appropriation to the Department of Natural Resources
for the purchase of the i1nholdings of the Seldovia Native Association and the
Cock Inlet Region, Inc., and the timber rights of the Timber Trading Company,
wichin the Kachemak Bay State Park; and providing for an effective date."
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Alaska State Legislature
House of Representatives

Stnte Capitol

Official Business Juneau, Alaska 99801-1182
(907) 4(55-37 13

House M ajority Leader

HOUSE BILL 76 (Purchase of inholdings and timber rights 1in
Kachemak Bay State Park)

HISTORY OF KACHEMAK BAY BUYBACK

In 1970 the Alaska State Legislature set aside 250,000 acres
across from Homer, creating Kachemak Bay State Park in order
to protect these pristine lands and waters for their unique

and exceptional scenic beauty and recreational use.....

During the years 1971 thru 1974, the Alaska Native Claims
Settlement Act allowed the Seldovia Native Association (SNA)
to make a selection of 69,000 acres of land in the Seldovia
area; however, the state protested two of SNA"s selections
leaving them no alternative but to select the remaining
30,000 acres within Kachemak Bay State Park.

In 1975, then Governor Jay Hammond agreed that the State
would work with the Seldovia Native Association to attain
a land trade for SNA"s park inholdings.

Four years later, SNA signs a Memorandum of Understanding
to exchange 1its inholdings for state lands of equivalent
value.

Four more years go by, and during the period of 1982 thru
1586, only two small land trades take place totaling 5,000
acres and further negotiations failed to trade the remaining
inholdings due to a shrinking pool of state lands and
disagreements over land values.
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Page Two
House Bill 76 - Continued

In 1987 land trade negotiations fTailed again with the state
and the Seldovia Native Association sells i1ts timber rights
to Timber Trading Company (TTC).

The State In 1988 approaches Timber Trading and the Seldovia
Native Association with an offer of a trees-for-trees and
a land-for-land trade.

A year later, the state, (SNA) and (TTC) sign a preliminary
exchange agreement outlining the process for conducting
appraisals and creating replacement pools for land and timber.
That same year, SNA"s land value is appraised by separate
appraisers at different amounts and a three party review panel
makes a determination as to a land cash value. Timber Trading
receives appraisal fTigure for the Seldovia area timber while a
combined state and TTC arbitrater sets the value at a different
level for exchange purposes.

Former Governor Steve Cowper, iIn 1990, iIntroduces an appropriations
bill to provide for the cash purchase of SNA"s park .inholdings and
TTC"s timber in lieu of the state presenting any timber or land
exchange package. Four days before the close of the legislative
session, Cook Inlet Region, Inc. (CIRl) enters the proposed purchase
for subsurface rights within the park. The appropriations bill fails
the House on a 20-20 vote.

Following the bill"s failure, TCC begins the application process
to secure the necessary permits to begin timber harvesting.

In 1991, legislatic 1is introduced iIn both the House and Senate
to purchase land, timber and subsurface rights within Kachemak
Bay State Park. Neither bill i1s enacted and TCC formally
submits prfeliminary permit applications to the State of Alaska.
The state holds public hearings iIn Anchorage, Homer and seldovia.

Major focus is on the Kachemak Bay Buyback during 1992. SNA, TCC
and CIRlI agree to a $22 million cash buyout package. Legislation
is introduced i1n both the House and Senate for the purchase from
Exxon Oil Spill monies and/or through a contingent appropriation
from Che Restoration Endowment. Legislation fails to pass the
17th Legislature.
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Page Three
House Bill 76 - Continued

Before the 18th Legislature convenes on January 11, 1993, the
following events occured: $20,500,000 is deposited in the Alyeska
Settlement Fund from an Agreement & Consent decree fcivil settlement;
entered November 25, 1992 which includes an allocation of $7,500,000
for the purchase of the iInholdings iIn Kachemak Bay State Park;
additionally the Exxon oil Spill Trust Council okays a $7,500,000
appropriation from Exxon Settlement Funds for Kachemak purchase and
House Bill 76, which Representative Gail Phillips introduces on
January 22, provides for the remainding appropriation of $7,000,000
from the criminal fines levied against Exxon to complete the funding
package for the purchase.

On March 4, Governor Hickel formally announces an agreement between
all concerned parties to buyback the private inholdings in Kachemak
Bay State Park. The agreement is formally signed by the Seldovia
Native Association, Cook Inlet Region, Inc., Timber Trading Company,
Inc., and the State of Alaska.
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AGREEMENT FOR SALE AND PURCHASE OF LANDS AND INTERESTS WITHIN
KACHEMAK BAY STATE PARK

THIS AGREEMENT B made by and between the Seldovia Native Association (S\W), Timber
Trading Company (TTC), Cook Inket Region, Irc. (CIRI), as "Sllas™], and the State of Alaska as

"Furdeser ™ @llkectively, the *Farties’).

1 GRANT OF OPTION. Sllers hereby each grant t Purchaser the exclusive gotion 1©
purchase aill Sllers’ property rigits within the Kachemak Bay State Park, as more particularly
described in Attachment A (‘the Property’), such purchase to be made I accordance with the terms
and conditions of this Agreement.

2 FXERCISE OF OPTION . Purchaser hereby agrees, subject to dll gopropriations required
0 be made bv the Alaska Legislature to provide far payment of the purchase price and subsequent
approval or such gopropriatians by the Govermor of Aledka, 1o exercise isexclusive gption to purcnase
the Property i accordance with the terms and conditions of this Agreement.

3. OPTION “ERMS. The ogption payment i Ten Dollars (S10.00), the receipt and
aufficiey of which s hereby acknowledged by SHllers. The option may be exercised during the
period beginning with Purdheser™s execution of this Agreement and ending December 31, 1993
unless T Tended n writing by tte prties.  This gption dall be exercised by wrtten notice from
Purchaser to Sllars at the below provided addresses.

4. PURCHASE PRICE. The purchase price far the Property i 522 million, with agreed
upon payments of S15.5 million © SNA, $4.5 million o TTC, and $2 million to CIRI.

5. INTEREST CONVEYED At closing, Seders each dall execute and celiver to Purchaser
such deeds or assigment documents as may be necessary to convey treir respective interests to the
property, SNA and CIRI do hereby warrant and represent to Purchaser as folloas: (D) thaet SNA and
CIRI are ested with titke 1O the property to the extent conveyed t© SNA and CIRI pursuant to BLM
Interim Conveyance Numbers 139, 304 and 372 with respea t SNA and Interim Conveyance
Numbers 102. 140, 305 and 373 with respea to CIRI, and @) that no lies, encurbrances, dereos or
third party interests have been areated n the Property, except that SNA haes conveyed certain tinber
rigits on the Property to TTC pursuant to the Timber Sale Agreement dated May 30. 1987 ('Tinber
Agreement’™). TTC does hereby warrant and represent to Purchaser as follos: (O that 1i1C holds ali
inreres’s in the Property conveyed hy the Timner Agreement; and 12) ttet no lies- encumbrances,
defects or third party Interests have been created in the Intexest conveyed to TTC by the Timber
Agreement. At closig, Sllars each dall execute and deliver to Purchaser such deeds or
assigment documents warrarnted as above described as may be necessary 10 convey treir respeaive
interests © tre Property.  IFany Seller faiks t© convey titke or other imerest as required by this
Agreement, Purdhaser 5no lager bound by this Agreement with respect o any Sller. No Seller
dHll be lible for tre acts or irebility of another Seller to convey tite.

6- RIGHT TO FNTcR PROPERTY. Sllas agree that from the dare rhisAgreement s fully
executed by the Parties, Purchaser and its agaits, upon reasonable otice, dall have the rigt o
ater the Property for all lavful purposes in connection with this Agreement, including
enviromental audit purposes, provided Purchaser provides sufficient indemification o the Sllas.

7, CLOSING PLACE AND DATE. The Parties agree to endeavor in good faith to close on
or before 60 days after dl gopropriations made by the Alaska Legislature have heen made and
approved by the Govermor, including those related to funds provided by the Alyeska settlement and
the BExxon Valdez Trustee Council; provided, honever, iFdocuments that are required to be provided
or conpleted and executed by the Parties have not been tendered by that date, the closing sali



take place within 60 days after receipt of such documentation. The date, time and location of closing
guil be sstby Purdeser.

8 OTHFK aGrffmfnts and actions. The Parties agree to take other action or
atter I other agreement reasonably necessary 1o the exercise and closing of this Agreement,
inducing Attachment C.

9. term ination. Unless otherwise agreed tO in writing by each of the parties, this
Agreement gall terminate upon closing or on December 31, 1993, whichever is eardier; provided,
however, thisAgreement shall automatically terminate if, during its 1993 Sessin, the Legislature does

not gopropriate all funds requiired 1o be gppropriiated 1o provide for payment of the purchase price,
or Ithe Governor vetoes SUch appropriation by the Legislature.

10. SEVERASILITY. I theevent any ofthe provisions OF this Agreement are deemed 1o be
unerforoesble, the enforcesbility of the remaining provisians of this Agreement el nor be affected.

1. SIGNATURE AUTHORITY . Each sigeatory to this Agreement represents that he has the
authority t bind his principal to this Agreement. This Agreement may be exer-nred in saveral
auterparts, each ofwhich gall be an agiral, but dll of which dall arstitute the same  Instrurent.

12. NOTICE. Written notices gall be provided 1o the partiies at the Tol loving addresses:

Seldovia Native Association State of Alaska
P.O. Drawer L Department of Natural Resources
Seldovia, AK  99663-0250 Director, Division of Land
P.0. Box 107005
Cook Inlet Region, Inc. Anchorage, AK 99510-7005
P.0. Box 93330
Anchorage, AK  99509-3330 Craig Tillery
State of Alaska
Timber Trading Company, Inc. Attormey Cereral™s Office
3501 Derali 5t,, Suite 202 1031 West 4th Ave. Suite 200
Anchorage, AK 99503 Anchorage, AK 99501

Timber Trading Company, Ic.

Date: Date: 3fLr A 5
Cook Inlet Region, Inc. State of AJasla
Dale:.

Sale & Purchase Agreement - KBSP 2
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ATTACHMENT A
SNA LANDS TO BE ACQUIRED BY STaTE

land described below 1is within Seward Meridian and 1is

identified In ELK Interim conveyances 139, 304, 372

Legal Pegcrifcfcian Approximate Acreage
Township 7 South, Range 12 West
A. Section 13 (fractional): 575
S%, NWh, S%UNE™, S™NWANE”, NWANWASA,  WANEANWANEAN
B. Sections 22 (fractional): excluding
Lot 1 of EISS 3606 370
C. Section 29: excluding ADL 41084-41085
located iIn NWSWr 410

D. Section 30: excluding USS 2912. USS 3977,
Tracts A, C, and D of ASLS 76-114, ADL 41704,
located In SW%SW% 403

E. Sections 19 (fractional), 20 (fractional),
21 (fractional), 23 (fractional), 24 (fractional)
25 (fractional), 26, 27 (fractional), 28, 31, 32,
33, 34, 35, 36: All 7,629

Township 8 South, Range 12 Weafc

A. Sections I, 2, 3, 4, 7, (fractional),
8 (fractional), 9, 10, 11, 12, 13, 14, 15,
22, 23, 24, 25, 26, 27, 28: All 12,385

B. Section 5 (fractional),* excluding ADL 49431
located iIn the W\Wiswij 615

c. Section 6 (fractional): excluding ADL 48787
and ADL 49431 located in the E%SW™; ADL 46149,
ADL 46150, ADL 46151, ADL 46152, ADL 46153, and
ADL 46630 located In the NSE*j; and ADL 41043
located in the SW%NE% and NWNJSEN 300

0. Section 16 (fractional); excluding ADL 46773
located in the 615

E. Section 21 (fractional); excluding ADL 47665
located in the SWWW*:, ADL 41036 located in
the N%SW~, ADL 41300 located iIn tAe S%SW% 495

Cumulative Total 23,802
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Attachment C
AGREEMENT rRecarRDING TTMBF.R HARVEST RIGHTS

ON LAMPS ADJACENT TO PETERSON BAY

State of Alaska agrees that nothing in that Agreement for Sale and Purchase of Lands and
Interests Within Kachemak Bay State Park (the"Agreementl) shall restrict the ability of Timber
Trading Company, Inc. ("TTC") to pursue the permits necessary for timber harvest operations on
lands subject to the Agreement provided, however. TTC shall notcommence timber harvest
operations on snch lands until such time that the Agreement has terminated. TTC agrees not to
exercise its timber harvest rights on lands adjacent to Peterson Bay, including Island Peninsula,
before April 30, 1999, as more particularly described in Attachment B to the Agreement or to
convey such harvestrights to any other entity except to Seldovia Native Association ("SNA™),
provided if the transferis to SNA it will be subject to this restriction against harvest prior to
April 30,1999.

Umber Trading Company, Inc. State of Alaska

By gom. ~ A I\

Revised and Acknowledged

Seldovia Native Association
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ATTACHVENT 3

Any and all property in Which Timber Trading company baa an
interest in the following described Seldovia Native Association
land out3ida Kachemak Bay state Park - Peterson say and island

Peninsula.

Township 7 South, Range 12 West, Seward Meridian.

Section 10: USS 4737, Lots 1, 2, and 3
: That portion of Tract MA* excluding: USS 1539
Section li: That portion of Tract "A* excluding: USS 1557
USS 3362 - Tract 8, Lots I and 2

Section 14 & 15: Thai portion of Tract "A* excluding:

USS 1539

USS 2S93

Tract A of USS 3362

USS 3908

USS 3918

Lots 1. 2, 2, and 4 of USS 3973
Lota 1 and 2 of USS 4736

Lots 1 and 3 of USS 4737
Lots 1-13 inclusive, Block 1, Harbor Heights Subdivision

Lots 1-11 inclusive, Block 2, Harbor Haights subdivision
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Attachment A

CIRlI Lands Remaining w/in Kachemak Bay State Park
Seward Meridian, Alaska

TownshiD 7 South, Range 12 West

Sec. 12, W2. SE4, S2NE4;
Sec. 31, al;
Sec. 33*A4, Al

Containing 2,469.00 acres, more or les.

Township 3 South. Range 12 West

Sec. 2, W2;

Sec. 3-4 all;

Sec. 5, (frectial), excluding ADL 49431 ;

Sec. S, (fractiarel), excluding ADL 48787, ADL 49431, ADL 46149, ADL
46150, ADL 46151, ADL 46152 ADL 46153, ADL 46650 anc
ADL 41043;

Sec. 7-8, (frectiarel), dil;
See. 9-11, all;

Sec. 13*15, dl; | _

Sec. 16, (fractional), excluding ADL 4S773:
Sec. 21, (1|‘|ra:li0'al), excluding ADL 47655, ADL 41036 and ADL 41300;
Sec. 22-27, all;

Sec. 28-22. iael), dl;
Sec. 30, 6rarcionai;, excluding U. S. Survey 3605;

Sec. 31-33, (fractiael),dl;
Sec. 34, all.

Containing 15,403.83 acres, more or less.
Township 8 South, Range 13 West
Sec. 24, Lot 8or U. S. Survey 4742

Containing 5.00 aaes-.

Township 9 South, Range 13 Wes*
Sec. 1, (fractia=l), dil;
Sec. 2. E2, NW4;
Sec 11, NE4.
Containing 1,275.00 acres, more or less.

Aggregating 19,157.83 acres, more or les.

Sale and Purchase Agreement - KBSP
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FOR RELEASE: March 4, L993
No. 93-053

GOVERNOR HICKEL ANNOUNCES KACHEMAK BUYBACK

JUNEAU—Kachemak Bay State Park will be made whole again under
an agreement to buyback private inholdings announced today bv Governor

Walter J. Hickel.

The purchase agreement between the State of Alaska and the
Seldovia Native Association, Timber Trading Company and Cook Inlet
Region Inc., would transfer all rights to 23,802 acres of timberland within
the park back to the state. The purchase price is S22 million.

"This has taken a long time to put together, but | think we have a
workable agreement where everybody wins,” Governor Hickel said. "I
want to thank all the interested parties for their patience and
perseverance. And | hope the Legislature will look the agreement over

and act quickly to approve it."

Of the $22 million purchase price, $15.5 million will go to SNA, $4.5
to TTC, and $2 million to CIRI. The agreement is subject to the Legislature
appropriating $7 million from the $50 million criminal restitution fund
resulting from the Exxon Valdez spill and endorsing the Alyeska
settlement, which provides another $7.5 million. The Exxon Valdez
settlement trustees have agreed to fund the final $7.5 million.

House Majority Leader Gail Phillips, R-Homer, commented, "Many,
many Alaskans have worked for years to get to this day. My appreciation
goes to the Governor and the A.G. and all Alaskans for achieving this
finality. I'm very, very pleased for the Seldovia Native Association for
their lands issue finally to be resolved.”

Rep. Mike Navarre, D-Kenai, who's been working on the issue for
many years, said, "l was always confident this would eventually be

e Vrj &, V7, L Aaesdl
GOVERNOR’S NEWS RELEASE



accomplished, and I'm glad to see it's finally been resolved. I'm hopeful
the Legislature and the SNA board will approve the components of the
agreement. My congratulations to Governor Hickel and Charlie Cole and to
the Citizens" Coalition for all their help."

Senator Suzanne Little, D-Soldotna, added, "While the progress we've
made is terrific, there's much remaining to be done. There are three bills
currently in, but a lot needs to be done to put together the legislation. ['m
looking, forward to working on it."

All three legislators expressed their thanks to SNA President Fred
Elvsaas for his tenacity on the issue.



KACHEMAK BAY CITIZENS COALITION PROFILE

In October 1988, a broad-based group of Homer and Anchorage residents met in
Homer to discuss a response to a timber sale on Seldovia Native Association land
within Kachemak Bay State Park. From the initial group of about 15, the Kachemak
Bay Citizens Coalition increased in numbers as news of the problem spread. Efforts
were made to contact potentially concerned people through mailings and meetings.

Currently, over 7000 people have signed petitions in support of a buyback of
inholdings of Seldovia Native Association, Timber Trading Company, and Cook Inlet
Region, Inc. within Kachemak Bay State Park "hese people want the State of Alaska
to purchase these private inholdings for inclusion in Kachemak Bay State Park.
Additionally, citizens do not want to see logging take place just outside the park on the
Island Peninsula separating Peterson and China Poot bays, or in the Rocky River-Red
Mountain area.

The largest number of petition signers from Alaska, about 39%, are from the
Ancnorage-Girdwood-Chugiak area. About 31% are from the Homer-Anchor Point
area, and 29% are from 66 other cities, towns, and villages in Alaska, from Barrow to
Ketchikan. Additionally, over 1000 persons from all 50 states, the District of
Columbia, and 15 countries have also signed KBCC petitions, tourists who are drawn
to the Kachemak Bay area's scenic beauty, recreaiion and fishing opportunities.
Interest in the issue has continued to grow, especially in the last three years.

The Hoi.-er-Anchor Point petition signers represent a cross section of area residents,
with many working within tourism or commercial and charter fishing industries. Many
people there feel very strongly about this issue and adamantly oppose commercial

logging in the Kachemak Bay State Park area. Some own or work for businesses that
may be jeopardized if commercial-scale logging were to take place within Kachemak
Bay State Park. Still others were involved in the Exxon Valdez oil spill cleanup effort.

There are many visitors to Homer from Anchorage, the Kenai Peninsula, the
Matanuska-Susitna Valley, and Fairbanks as well as elsewhere who want to see the
area preserved for its unique scenic beauty and as a popular tourist and fishing
destination. There are petition signers who own recreational or investment property in
Homer or have summer homes or cabins in Bear Cove, Halibut Cove, Sadie Cove,
Peterson, China Poot, Jakolof, and Tutka bays.

Buyback supporters include teachers, students and volunteer naturalists who visit the
area to take part in marine science education programs such as the ones offered by
the Center for Alaska Coastal Studies or are involved in adult education in the natural
resources field. The students are from public and private schools and come in the

iSig$2S535
ADDITIONAL BACKUP



spring or fall to study the rich marine intertidal zone and sea life, forest ecology, etc.,
from the central Kenai Peninsula, Anchorage, and Matanuska-Susitna Valley to as far
away as Talkeetna, Healy and even Juneau.

Among ,intition signers are sport fishermen who launch their boats at Homer harbor
while waiting for a space to moor them there permanently. Others already have a boat
stall in the harbor. Commercial fishermen from Anchorage are also involved with the
buyback effort, as are members of conservation groups.

The Institute for Marine Science at the University of Alaska Fairbanks has a facility at
Kasitsna Bay involved in marine science research, and is concerned about the future
of the Kachemak Bay ecosystem. The UAF School of Education has used the Center
for Alaskan Coastal Studies facility as a site for Sea Week and other teacher training.

These concerned individuals have participated largely by writing letters to the
Governor and to the legislators, also by making telephone calls during the legislative
sessions. Many have taken part in teleconferences with legislators, and several have
travelled to Juneau at their own expense to give inpjt to the legislators on the
buyback. Others have written letters to various news media. A public awareness and
education program has come out of Homer and Anchorage. Because of strong
feelings about this issue, it is likely that many individuals will continue to participate in
the public debate in the future.

Revised 3/93

State-wide Distribution of Kachemak Bay State Park Buyback Supporters

]SAnchorage area 39.4%
El Homer area 31.4%
H Other Alaska 29.3%



KACHEMAK BAY STATE PARK BUYBACK ISSUE
Fact sheet

1971 -Kachemak Bay State Park (KB5P) receives temporary approval.

1974 -Under the Alaska Native Claims Settlement Act (ANCSA), Seldovia Native Association
(SNA) receives nearly 30,000 acres within KBSP.

1979 -Memorandum of Understanding sigined which, among other things, commits the State and
SNA to exchange SNA's KBSP holdings for state land of equal value.

1983, 1985 -Two small land exchanges complete, SNA still owns 23, 642 acres within the Park.

1987 -SNA signs 12%ear timber harvest contract with Timber Trading Co.(TTC) on its lands
inside KBSP and on the Island Peninsula direcdy across Kachemak Bay from Homer, and Jakolof

Rocky River/Red Mountain area.

1988 - Kachemak Bay Citizens Coalition forms to facilitate the reunification of KBSP and to
preventlogging within KBSP. To date, over 7,000 people have signed petitions to support these

objectives.

1990 -Land and timber trade ideas are abandoned in favor of a $20 million cash buyout that does
not address Cook Inlet Region, Inc. (CTRI’s) subsurface inholdings. A bill introduced by Rep.
Mike Navarre fails in the House on a 20-20 vote.

1990-1991 -TTC unveils alogging plan on SNA land across from Homer using helicopters and
barges. Many people testify in objection to this plan in Homer and Anchorage. Another buyback
bill, HB 83 introduced by Rep. Mike Navarre passes the House butis not voted on in the Senate.

February, 1992 -SNA, TTC, and CIR I sign a statement of intent to sell their collective property
rights within KBSP to the State for $22 million. This would be divided roughly with $15.4
million for SNA, $4.3 million for TTC, and $2.3 mih’on for CTRL The agreement expires after
July 15, 1992,

Spring 1992 -HB 411, using $50 Exxon Valdez Oil Spill (EVOS) criminal penalty money and
inch'ding about $11 million for the buyback of inholdings in KBSP passes the House and Senate,
but is vetoed by Governor Hickel on July 15

August, 1992 -After the Governor’sveto, TTC and SNA announce suspensions of their discount
prices to the State and return to earlier appraisers' higher valuations. CIR | does not comment.

September, 1992-EVOS Trustee Council hears testimony from the public favoring the use of civil
penalty money for habitat acquisition.

November, 1992 -Gov. Hickel announces a $32 million settlement with Alyeska Pipeline
Corporation for their role in the Exxon Valdez Oil Spill. The settlement language includes $7.5
million for the purchase of SNA, TTC, and CIRI's inholdings within Kachemak Bay State Park.

January 19,1993 -EVOS Trustee Council approves expenditure of $7.5 million civil penalty
monev foracquisition of!mm|nenthg threatened habitat within Kachemak Bay State Park from
SNA, TTC, and CIR1, bringing to $15 million the funds already identified for the purchase of their

inhcldings.

March 4, 1993 -The Governor’s office announces the signing of a purchase agreement between
SNA, TTC, CIRI, and the Stae. The three native groups agree to sell their |nho.|d|ngs to the State
forinclusion in Kachemak Bay State Park for $22 million, the same amount as in 1992



KACHEMAK BAY
$22 MILLION PURCHASE

Timber Trading Company
$4.5 MILLION

Seldovia Native Associatioi
$15.5 MILLION

Cook Inlet Region, Inc.
$2.0 MILLION 71%
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AVERAGE COST PER ACRE
STATE PARK LAND ACQUISITIONS
ALl STATES COMBINED
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*W> United States Forest Alaska Region 201 E. 9th Ave.
Department of Service S8PF Suite 206
Agriculture Anchorage, AK 99501

907-271-2575
Reply to: 3400

Date: M?rCh 12, 1995

Kimberley Eenton, President
Communication Essentials
621 W. 90th Ave.

Anchorage, AK 99515

Dear Kimberley:

Thanks for your letter of February 28. Hopefully the following information will
help clarify the spruce bark beetle/Kachemak Bay situation:

(@ Large areas of blowdown occurred In 1981 near the Aurora Spit/Mallard
Eay areas. Approximately 2-3 years later, spruce bark beetle activity
increased In these areas and has iIncreased up through 19838. The following
table shows, by year, the number of acres iInfested (also depicted iIn the
enclosed graph), the general area(s) of the infestation, the number of acres
infested that occur within the proposed Seldovia Native Association
""Buy-out’’ lands and the percentage of the total iInfested area that occurs
within or close to the proposed "Buy-out” lands.

YEAR TOTAL ACRES INFEST. AREAS SNLA ACRES % OF TOTAL
1992 12,454 AURORA SPIT; HALIBUT 100 0.8
1901 6,820 AURORA SPIT— BA.TTLE 15 0.2
1990 10,000 AURORA SPIT— BATTLE 275 3.0
1989 10,000 AURORA SPIT— BATTLE 10 0.1
1988 10,000 AURORA SPIT— BATTLE 55 0.5
1987 2,587 MALLARD BAY 20 0.7
1986 3,660 MALLARD BAY/BEAR COVE 0 0.0
1985 200 MALLARD EAY 25 12.5
1984 312 AURORA SPIT— MALLARD 30 10.0
1983 0 0 0.0
1082 0 0 0.0
1981 0 BLOWDOWN OCCURRED

As you can see, very few of the iInfested areas have and are occurring in the
proposed "'buy-out” area. The majority of the infestation has occurred iIn
the Halibut Cove/Aurora Spit and Mallard Bay areas. The infestation has
gradually spread towards Battle Creek and not towards Seldovia.

Car.ng (or the Land and Serving People

FS-6200-28 (7821



Kimberley Benton 2

(@ Even though the number of acres infested in 1992 is 12,44 vs. 6,820 in
1991, 1 don*"t believe this represents a significant increase In spruce

beetle activity. These differences probably represent mapping errors

brought about by weather conditions that affect visibility when mappingand
different aerial survey crews. Aerial sketch mapping iIs not meant to be a
precise tool but rather a method of obtaining a good estimate.

(® The species of spruce occurring on Seldovia Native Association landsis
Sitka spruce (Picea sitchensis). Research studies have demonstrated that
white spruce is the "best” host iIn terms of progeny production followed by
the hybrid, Lutz spruce, followed by Sitka spruce. Black spruce is rarely
attacked. The majority of past spruce beetle outbreaks have occurred iIn the
white and Lutz spruce stands of south-central and interior Alaska. Sitka
spruce stands are less susceptible to spruce beetle outbreaks. This 1is
primarily due to the suitability differences noted above and the harsher
climatic conditions associated with maritime Sitka spruce stands which
moderate spruce beetle dispersal and developmental times. However, spruce
beetle outbreaks iIn Sitka spruce have and are occurring as is evident in the
Kachemak Bay, Haines, and Glacier Bay National Park areas.

I hope this answers your questions. IT you need further clarification or
information, please give me a call at 271-2573.

Sincerely,

EDNARD H. HOLSTPT
Forest Entcmolc st

Enclosure

(6 o

R. Burnside-DOF/State of Alaska

Caring for the Land and Serving People

FS-6200-28 (/)
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Timber Trading Company

March 23, 1993 CONTACT: Kim Benton
(907) 522-2163

KACHEMAK BAY
POSITION STATEMENT

In 1987, Timber Trading Company (TTCMurchased timber harvesting rights from Seldovia
Native Association (SNA) forselected SNA lands south of Kachemak Bay. In addition to the
Seldovia area purchase, substantial timber was acquired elsewhere in the state including Montague
and Knight Island in Prince William Sound, on the Kuskokwim River and at T>onek.

In 1988, following the Seldovia area purchase, Timbe{Tradin? Company and Seldovia Native
Association were approached by the State of Alaska with an offer to attempt a trees- for-trees. land-
for land trade.

In 1989, a Preliminary Exchange Agreement was signed by SNA, TTC and the state outlining the
process for conducting appraisals and creating replacement pools for land and timber. TTC'’s
completed timber cruise sopraised the Seldovia area timber at $7.5 million. A state/ITC arbitrated
value was set at $6.4 million for exchange purposes.

In early 1990, failing to present any timber or land exchan%e package, Governor Steve Cowper
introduced an a&apropnanons bill Prowdmg for acash purchase of SNA’s park holdings and TTC’s
timber. TTC and the state agreed to a $4.51 million cash buyout. Rationale that allowed TTC to
accept a less than a{)pra|sed market value included TTC’s recognition of the high public interest in
ap(i]umng this inholding and a strong desire to assist a fellow Native corporation in resolving their
eighteenyear-long dilemma of ownership. Upon reconsideration by the House a hill introduced hy
Rep. Mike Navarre failed in a 20-20 vote.

Following tiie failed appropriations bill, TTC began the permit application process to secure
necessary permits for timber harvesting.

In 1991, Representative Mike Navarre introduced House Bill 83, an aﬂpro riations bill to purchase
land, timber and subsurface rights within Kachemak Bay State Park. HB 83 passed the House
with a 30-9 vote, but was not voted on in the Senate.

In 1992 Rep. Cliff Davidson introduced HB 411, using the $50 million Exxon Valdez Ol Spill

(EVOS) criminal penalty money as a funding source. HB 411, which included approximately $11

gnlhon forHt,hekKlachem ak Bay purchase, passed both the House and Senate but was vetoed by
overnor Hickel.

In late 1992, Governor Hickel announced a $32 million settlement with Alyeska Pi;)eline .
Corporation for their role in the Exxon Valdez Oil Spill. The settlement includes $7.5 million for
the purchase of SNA, TTC and CIR | inholdings in Kachemak Bay State Park, but the settlement
IS subject to final legislative approval.

In January 1993 the EVOS Trustee Council approved $7.5 million from the $900 million civil
penalty monies for acquisition of imminently threatened habitat within Kachemak Bay State Park.

Main Office: 3501 Donall, Suito 202 Marketing Div..  Transpacific Trado Center, Suit® 418
Anchorago. Alaska 99503 3700 Pacific Highway East
907) 562-3335 Tacoma, WashmgFton 98424
AX"(907) 562-0599 (206) 922-5510 FAX (206) 922-8044
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TTC Kachemak Bay Position Statement
March 23, 1993 Page 2

It has been the position of Timber Trading ComPany to cooperate with governmental,
environmental and citizen’s groups in their efforts to obtain a state purchase of Kachemak Bay
State Park inholdings. It is in that spirit of cooperation that TTC appreciates the recognition of
Kachemak Bay’s importance by the State of Alaska through the introduction of HB 76 and SB 63.
In that these bills would comﬂlete the $22 million funding necessary toElurchase land, timber and
subsurface rights within Kachemak Bay State Park, we are supportive. However, TTC recognizes
and sup]ports the intent of other hills as vehicles for the purchase of Kachemak Bay inholdings as
well. TTC remains committed to working with those,f),arnes interested in thwpurchiase of this
unique area with the ultimate goal of securing $22 million for all three parties as agreed to and
supported by Seldovia Native Association, Cook Inlet Region, Inc. and TTC.

However, as Timber Trading Company Native shareholders are due a return on their investment
that a state—a}ﬁproved appraised timber value as well as a substantially higher timber market
represents, TTC has moved forward with timber harvesting plans. We presently have completed an
initial pu_b||c comment aspect of die permit ap£||cat|on process, have hired the independent
engineering firm of Peratrovich, Nottingham & Drage, Inc. and remain active in aggressively
pursum%.the permits necessary to commence timber harvesting. Permit application status
|Cr)111:19rma ion may be obtained through the Division of Governmental Coordination Anchorage

ice.

W hile timber harvesting of this area has consistently been a focus, itis Timber Trading Company’s
position that this is not a timber harvest;n% issue but rather an issue of what the people of Alaska
determine the highest and best use of this land to be. If the people determine, through the
Legislature, the best use to be parkland, Timber Trading Company, Seldovia Native Association
and Cook Inlet Regmn, Inc. have given the people an opportunity to purchase this timber well
below present market value. If the people decide the best use to be development by not
appropriating the purchase, then Timber Trading Company is prepared to commence timber
harvesting in compliance with all existing laws.

P.3/4



KACHEMAK BAY ;..

November 1992 - $32 million
Alyeska Settlement announced.
$7.5 million included in settlement for
the purchase of Seldovia Native
Association, Timber Trading Company
and Cook Inlet Region, Inc. inholdings
in Kachemak Bay State Park.

January 1993- Exxon Valdez QOil Spill
Trustee Council approved $7.5 million
from the $900 million civil penalty
monies for acquisition of imminently
threatened habitat within Kachemak
Bay State Park.

MILLION FUNDING

January 1993- House Bill 76 and
Senate Bill 63 introduced
appropriating $7 million from
$50 million Exxon criminal penalty
monies for purchase of inholdings of
Seldovia Native Association, Timber
Trading Company and Cook Inlet
n T within Kachemak Bay
State Park,
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TOUSE COMMITTEE

Date Referred: February 5, 1993 FURTHER REFERRALS: Judiciary
Date of Committee Action: /1 57?3

The RESOURCES Committee considered: HB 99
HOUSE BILL NO. 99 REPEAL 65-DAY DEADLINE: OIL SPILL PLANS

"An Act repealing the 65-day time limit for approval or disapproval of a proposed oil discharge contingency
plan by the Department of Environmental Conservation; and providing for an effective date."

RECOMMENDATIONS: | ] the same title
be replaced with 1 ] a new title

[ ] have attached amendments(s)

[ ] do pass

[ ] do not pass
[ ] no recommendations
(VJ individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): (o) APPROVES PREVIOUS: (Depl/Dalc)

[ ] fiscal impact [ ] fiscal note(s)




oooooooooooooo

House Bill 99 is an attempt to clarify the time-line requirements
for approving ail discharge prevention”and contingency plans.

Currently, AS 46.04.030(p) requires the Department of
Envt|_ronmentallConsetrhvan%g ho "...aPtprov,te or disapprove a Ip{oposed
contingency plan within ays arter it receives a complete
applica ion.¥."|.0, However, the time-line necessitated hy tP]e 65-(ay
statutory requirement conflicts with the time-line set out in the
Alaska Coastal Management Plan SACI\/_P) requlations carried out by

the Division of Governmental Coordination (DGC).

While DEC is limited to 65-days to make a decision on a plan, DGC
follows a 55-cay time-line. “In order to meet their current statutory
requirement, the” DEC time-line does not begin until well into the
DGC process. The conflicts between the two time-lines make the
process cumbersome for both the applicant and members of the
public wishing to participate in the review process.

Removal of the 65-day statutory requirement allows DEC and DGC to
coordinate their time-lines for” approving contingency plans.



FISCAL NOTE

STATE OF ALASKA BILL NO. HB 9
1993 LEGISLATIVE SESSION
Revision Date: Department Affected: nvironmental
Title: Re eal of da}/ limit to ?g fove or _ onservation
|sap rove con ngency p E igPlII Prevené(ﬁ & Response
Spansor: House O omponen Prevention annlng anagement

equestor:  Senate O|I & Gas
COMPONENT SERIAL NO. 140
EXPENDITURES/REVENUES: (Thousands of Dollars)
Yo FY% FY%

OPERATING FY 97 FY® FY®
PERSONAL SERVICES 00 00 00 00 o)) 00
TRAVEL 00 00 00 00 00 00
CONTRACTUAL 00 00 00 00 00 00
SUPPLIES 00 00 00 00 00 00
EQUIPMENT 00 00 00 00 00 00

ND&STRUCTURES 00 00 00 00 00 00
GRANTS,CLAIMS 00 00 00 00 00 00
MISCELLANEQUS 00 00 00 00 00 00
TOTAL OPERATING 00 00 00 00 00 00
CAPITAL
REVENUE
FUND SOURCE:

FUNDING:;

HIZ FED%RAL RECEIPTS 00 00 00 00 00 00
108 GF MATCH 00 88 00 00 00 00
ik g8 8 B
. F/PROGRAM RECPT 88 00 00 .

1000 GF/MHT . 88 00 00 00 00
OTHER 00 ! 88 88 00 00
TOTAL 00 00 00 00
POSITIONS: NONE
FULL-TIME
PART-TIME
TEMPORARY
Estimate of current year mpact; S, NONE

ANALYSI éj %Xttach se zlratéJ pages|f necessary.)
L
Prepared by: Janice Adair Phone: 465010
%wm&r Commissioner’s Office Date:  2/3/%3
Approved by Commissioner:”
Agency:  Department of Efvi/onmental Conservation Date: £ i122>.

Distribution (ty preparer):Legislative Finance, Legislative Sponsor, Requestor, OMB, & Impacted Agency(ies).
Rev. 12/ Page of



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY
STATE OF ALASKA
(007) -165-3867 or 465-2450

F.-IX (907) 465-2029 130 Seward Street. Suite 409
Mail Slop 3101 Juneau. Alaska 99801-2105
MEMORANDUM February 1, 1993
SUBJECT: Oil Discharge Contingency Plans (HB 99)
TO: Representative Joe Green
ATTN: Jeff
FROM: Terri Lauterbach

Legislative Couns<

You have asked two questions about HB 99, an Act that would repeal a statute that
currently sets a 65-day deadline on DEC’s consideration of a complete application
for approval of an oil discharge contingency plan:

() How would this repeal affect 6 AAC 50.070(g), a regulation that
sets some time limits related to consistency determinations by the division of
governmental coordination under its Coastal Zone Management program
responsibilities, and 18 AAC 75.455, a regulation that sets a 65-day time limit
for DEC’s action on a complete contingency plan application?

(2) Whose plans are affected by the current 65-day time limit in
AS 46.04.030(p)?

Question (1). Repealing AS 46.04.030(p) would have no direct effect on either
regulation you have asked about. AS 46.04.030(p) is a time limit imposed by statute.
However, either agency would be free to impose the same deadlines it already has
in its regulations even if the statutory deadline is repealed. That’s because each
agency has the power to adopt regulations to implement their respective programs.
To the extent that the statutory deadline may have affected the deadlines that have
been set by the agencies in their regulations, then its repeal would allow the agencies
to choose other deadlines. However, the repeal of AS 46.04.030(p) would not force
a change in the regulations you have asked about.

Question (2). The persons whose plans are affected by AS 46.04.030 are the persons
who are required to have oil discharge contingency plans under (a) - (c) of that
section: operators of oil terminal facilities, pipelines, exploration facilities, production



Representative Joe Green
February 1, 1993
Page 2

facilities, tank vessels, and oil barges. These terms are defined in AS 46.04.900 as
follows:

(8) "exploration facility" means a platform, vessel, or other
facility used to explore for hydrocarbons in or on the waters of the
state or in or on land in the state; the term does not include platforms
or vessels used for stratigraphic drilling or other operations that are not
authorized or intended to drill to a producing formation;

* * %

(10) "ail" means oil of any kind and in any form, whether crude,
refined, or a petroleum by-product, including but not limited to
petroleum, fuel oil, gasoline, lubricating oils, oily sludge, oil refuse, oil
mixed with other wastes, crude oils, liquefied natural gas, propane,
butane, or other liquid hydrocarbons regardless of specific gravity;

(11) "oil barge" means a vessel which is not self-propelled and
which is constructed or converted to carry oil as cargo in bulk;

(12) "oil terminal facility" means an onshore or offshore facility
of any kind, and related appurtenances, including but not limited to a
deepwater port, bulk storage facility or marina, located in, on, or under
the surface of the land or waters of the state, including tide and
submerged land, which is used for the purpose of transferring,
processing, refining, or storing oil; a vessel is considered an oil terminal
facility only when it is used to make a ship-to-ship transfer of oil, and
when it is traveling between the place of the ship-to-ship transfer of oil
and an oil terminal facility;

(13) "operator” means the person who, through contract, lease,
sublease, or otherwise, exerts general supervision and control of
activities at the facility; the term includes, by way of example and not
limitation, a prime or general contractor, the master of a vessel and the
master’s employer, or any other person who, personally or through an
agent or contractor, undertakes the general functioning of the facility;

(14) "person" means an individual, public or private corporation,
political subdivision, government agency, municipality, industry,
partnership, association, firm, trust, estate, or any other entity;

(15) "pipeline” means the facilities, including piping, compres-
sors, pump stations, and storage tanks, used to transport crude oil and
associated hydrocarbons between production facilities or from one or
more production facilities to marine vessels;

(16) "production facility" means a drilling rig, drill site, flow
station, gathering center, pump station, storage tank, well, and related
appurtenances on other facilities to produce, gather, clean, dehydrate,
condition, or store crude oil and associated hydrocarbons in or on the



Representative Joe Green
February 1 1993
Page 3

water of the state or on land in the state, and gathering and flow lines
used to transport crude oil and associated hydrocarbons to the inlet of
a pipeline system for delivery to a marine facility, refinery, or other
production facility;

i:j**

(18) “self-propelled” means propelled either by machinery
aboard the vessel, or by a tug or other vessel secured into the

cargo-carrying vessel through special hull design;

* * *

(20) "tank vessel" means a self-propelled waterborne » -.ssel that
is constructed or converted to carry liquid bulk cargo in tanks and
includes tankers, tankships, and combination carriers when carrying oil;
the term does not include vessels carrying oil in drums, barrels, or
other packages, or vessels carrying oil as fuel or stores for that vessel;

(21) "vessel" includes tank vessels and oil barges;

I hope you find this information helpful. Please let me know if | can be of further
assistance.

TML:pl:mi
93-054.pIlm



Alaska Environmental lobby, Inc
P.0. Bo* 22151 Juneau, Alaska ‘JVH02

January 25, 1993

To the Members of the M* ' >

The Alaska Environn»' .m| » enviromncnial concerns of 19
Alaskan environnvnH o 5 ot ure.

The Alaska Envii iraf! legislation repealing AS 46.04.030(p),
which requires the *limental Conservation to approve or
disapprove a pii’ 'meii\>5 days. Deletion of this requirement will
allow necessary & . I~ile io eliminate the conflicting review processes
which preset :’; «C50. AFL requests that a representative of the
environint i . the revisions to these regulations.

I' draft legislation if any substantive changes or
®m prompt passage of this legislation as worded.

AASACINGR 1R RIEEWIRONINT . AASKA QWPHR. SRRACLLB miLASKA IRINGOF till ORIH
AUDURON SOOITY -« ARCLICAUDUBON SICICHY © CHANAK COMLITIQN . OtNATE IS TOUNCIL
h OtNATE CROP. SRRACILB » TUNEAU AUDUBON SICHITY » JUNIAU. GROUP, SRRACILB
ICAIAC BAY CONSERVATION SIOHITY « KINAT FENINSLA AUDUBON « KNIKCANDIRS AND KAYAKERS
SLRRA * KCDIAK AUDUBON SICICTY = TYNN CANAL CONSERVAILION = NORTHERN ALAKA tVIRONVENTAE CENIR
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Alaska Oil and Gas Association

121 West Fireweed Lane, Suite 207
Anchorage, Alaska 99503-2035
Phone: (907) 272-1481 Fax: (907) 279-8114

January 22, 1993

To the Members of the Alaska State Legislature:

The Alaska Oil and Gas Association (AOGA) is a trade association whose member
companies account for.». majority of oil and gas exploration, production, transportation
and marketing activities in Alaska,

AOGA supports the attached draft legislation repealing AS 46.04.030(p), which requires
the Alaska Department of Environmental Conservation tc approve or disapprove a
proposed contingency plan within 65 days. Deletion of this requirement will allow
necessary regulatory changes to be made to eliminate the conflicting review processes
which presently exist in 18AAC75 and 6AAC50.

AOGA's support of this draft legislation is contingent upon NO substantives changes or
amendments being made. We urge prompt passage of this legislation as worded.

Sincerely,

WILLIAM W. HOPKINS
Executive Director

Attachment
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ALEUTIANS EAST BOROUGH

SERVING THE COMMUNITIES OF
B KING COVE fi SAND POINT 9 AKUTAN ft COLD BAY | FALSE PASS1 NELSON LAGOON

January 21, 1993
Representative Carl M oses
P .0 B o x V
Juneawu, A K 9 98 0 3
D ear R epresentative M o se a:
T he A leutians East Borough supoports the repeal of A S 46 .04 .03°0(p)
T he attached draft legislation would delete the regquirement for the
A lask a D epartment of Environmental C onservation to approve o r
disapoprove a proposed oil spill contingency plan within 65 days
D eleting this statutory provision would result in the Improuved
efficiency of the review process identified in the Im plementing
regulations In 18 A A C 75, which we support
W e urge introduction and promopt passage of this draft legislation
B ecawuse of the sensitive nature of the legislation, w e regquest that no
substantive changes or amendments be m ade If ¢changes are m ade
w e will w ithdraw owur support
B orough A dministrator
R s e m n
CLERK/PLANNER BOROUGH ADMINISTRATOR FINANCE OIRECTOR
P.O. BOX 3*9 1600A STREET, QUITE 103 P.O.SOX 40
SAND POINT. ALASKA 99661 ANCHORAGE, ALASK A90501*5140 KING COVE, ALASKA 90012
(007) 303*2090 . (007)274-7555 (907)407*2588

(007) 383-3400 FAX . (007) 270-7569 FAX (907) 407*2380 FAX



ALEUTIANS NEST CRSA 907 34< 3612

LEUTIANS WEST

COASTAL RESOURCE SERVICE AREA

January 21, 1993

Dear Member of the 1993 Legislature!

The Aleutians West CRSA supports the attached draft
legislation to repeal AS 46.04.030(p)- This draft
legislation would delete the requirement for the Alaska
Department of Environmental Conservation to approve or
disapprove a proposed contingency plan within 65 dayB. This
time frame has proved to be problematic and its deletion
will result in the improved efficiency of the review process
identified in the implementing regulations in 18 AAC 75
which the AWCRSA supports. We strongly urge the
introduction and prompt passage of this legislation.

Because of tha sensitive nature of the legislation, we
request that no substantive changes or amendments be made.

IT changes are made we will withdraw our support for the

legislation.

Darcy Ridllards
Program Director

cc; AWCRSA Board of Directors

« Anchorage, Alaska: . Proei @)1 e Telefor (0).



January 22, 1993
Dear Member of the Legislaturei

The Lake and Peninsula Borough and the Bristol Bay Coastal
Resource Service Area (CRSA) understand that drtMft legislation
has been prepared which would repeal AS 46.04.030(p), and want
you to know that we fully support this proposal,”.

The effect of the draft legislation would be to delete the
requirement for the Department of Environmental Conservation
to approve or disapprove a proposed oil spill contingency plan
within 63 days. Repealing thio Gtatutory provision will enable
DEC to revise the implementing regulations in 18 AAC 75 to
address problems with the revier process for contingency plans
that have been identified by co latal districts® Industry, and

other organizations.

We hope the draft legislation is introduced ahd passed this
session provided that no substantive changes or“amendments are
made. IT changes are made we will withdraw cur support.
Thank you for consideration of our letter. J

Sincerely,

Gi$n Vernon, Borough Manager
Lake and Peninsula Borough
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for the  Yukon-Kuikokwim Cajujl Revource Serwce Arei
P.O. Bo* 1169 o Bethel. Aldli(* [AA1-2243

January 21, 1993
Alaska State Legislature
jtate Capitol
Dear Member of the Legislaturei
The Cenallulrllt Coasta] Mana me D strict 0rts endment of
Jf!\/} g 8 la H ﬁlc%p J’Iﬁ‘ r%
(B( |slat| W(iu| Ie the requirement for
Alas Dea)artmend nvwci ental Co servatlon t agrovg
%S%}tprovthls statﬁ?ger Bn P tmg& C|n Improve Idlef f|0|en a
rev?ew rocess eynt” d tY1Ve| plementing re%u [ations 1%“%2
\éle rag introduction. and rmpt passage of thia draft legislation.
£0audo o Its sensitive nafu ﬁ we rel% est Igat no substantive ¢ %gges
will withdraw our support.
Sincerely,

uneau, Ak.  99801-1182
%1%704 hdﬁraft t o’
1]
75, which suppor
or_amendments be made to this legislat such changes are made we
MOSES PAUKAW/CHAIRMAN, CZNALIULRIIT COASTAL ZONE MANAGEMENT DISTRICT
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CIRI PRODUCTION COMPANY

January 22, 1993

Mr. Steve Porter
Arco Alaska, Inc.
P.O. Box 100360
Anchorage, AK 99519-0360

Dear Mr. Porter:

CIRI Production Company (CPC) is aware of the effort being made by of a number of
organizations to repeal AS 46.04.030(p). Such legislation, If adopted, would delete the
requirement for the Alaska Department of Environmental Conservation to approve or
disapprove proposed oil discharge prevention and contingency plans within sixty five
days. CPC supports the repeal of the sixty five day requirement.

While CPC is not currently a holder of a contingency plan, CPC has held contingency
plans in the past for certain exploratory drilling activities. Moreover, both CPC and Cook
Inlet Region, Inc, are active participants In the oil and gas industry on the Kenai

Peninsula and the North Slope.

Contingency plans are reouired to undergo review through the Alaska coastal
management program. The sixty five day requirement In AS 46.04.030(p) does not
mesh with this process and Is unnecessarily burdensome. We understand this view is
shared by regional citizens advisory councils, environmental interests, state agencies and
industry, CPC, therefore, supnorts a simple, targeted repeal of AS 46.04.030(p).

Sincerely,

Kevin A. Brown
Vice President

E&Q:C(%mml

CIRI BUILDING 2525 "C" STREET P.O. BOX 93330 ANCHORAGE, ALASKA 99509-3330
A0 *74M38 THUOCPieA (@) ara-B85* TELEX GOB43
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Office of Community Development

January 20, 1993

Dear Member of the Legislature:

I support the attached draft legislation which would repeal as
46.04.030(p)- This draft legislation would delete the requirement
for the Alaska Department of Environmental Conservation to approve
or disapprove a proposed oil spill contingency plan within 65 days.

Delating this statutory provision would result in the improved
efficiency of the review procees identified iIn implementing
regulations in 18 AAC 75, which 1 support.

I urge iIntroduction and prompt passage of this draft legislation.
Because of the sensitive nature of the legislation, 1 reguest that

no substantive changes or amendments bo made. I changes are made
ve will withdraw my aupport.

Thank you for you consideration of this matter.

David Dengal i
Director or Community Development

o TELEPHONE 197} ks Tt B T R o 60
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Doyon Building

201 First Avenue

Fairbanks, Alaska 99701

T«d: (S071 452-4755 Fax; (907) 456-8785
Toll Free in Alaska; 1-800-476-475S

January 28, 1993

To Members of the Alaska State Legislature:

Doyon, Limited, the Regional Native Corporation for
Alaska®s Interior, is pleased to join with a wide range of
organizations, including the Alaska Oil and Gas Association
and the Alaska Environmental Lobby, Inc., 1in asking your
support to expeditiously adopt the enclosed draft
legislation which repeals Alaska Statutes 46.04.030(p)-

The proposed legislation repeals a provision of Alaska

Statutes which require the Alaska Department of
Environmental Conservation to approve or disapprove a
proposed contingency plan within 65 days. Deletion of this

requirement will allow necessary regulatory changes to be
made to eliminate the conflicting review processes mandated
by 18 Alaska Admin. Code 75 and 6 Alaska Admin. Code 50.

Doyon urges that the proposed legislation be adopted in
its present form without further amendment.

We appreciate your consideration of Doyon"s position.

Sincerely,

Morris Thompson,
President & CEO
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144 N. BINKLEY « SOLDOTNA. ALASKA 99669
PHONE (907) 202-4441

January 19, 1993

Mr. Steven B. Porter

ARCO Alaska, Inc.

PO Box 10036C

Anchorage, AK. 99519-0360

Subject: Repeal of AS 48.04-030(p)

Dear Mr. Porter:

The Kenai Peninsula Borough Coastal Management Program supports the attached
legislation which repeals AS 46.04.030(p). This legislation, if passed, would delete the
requirement for the Alaska Department of Environmental Conservation to approve or
disapprove a proposed contingency plan within sixty-five days. This deletion will result
In the improved efficiency of the review process identified In the Implementing regulations
in 18 AAC 75 which we support.

The oil and ga3 industry encompass a large portion of resource development activities
which are located within the Kenai Peninsula Borough. We encourage passage of this

legislation.

Sincerely,

Richard P. Troegor
Planning Director

RPT/nJ

C: Don Gilman, Mayor
Mary Pearsall, KPB Planner

TOTAL P.02
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710 MILL BAY ROAD
KODIAK, ALASKA 77615-6340
PHONL1 (707) 486-5736

January 26, 1993

VIA FAX 265-1502

Steven B. Porter
ARCO Alaska Inc.
P.O. Box 100360
Anchorage, Alaska 99510-0360

Dear Mr. Porter:

The Kodiak Island Borough is aware of your efforts to obtain
repeal of AS46.04.030(p)-

We support legislation that would repeal the statute section
referenced above, which mandates that, the Alaska Department of
Environmental Conservation approve or disapprove a submitted,
complete oil discharge prevention and contingency plan within

sixty-five (@) days

The Kodiak Island Borough believes that repeal of AS46.04.030(p)
will result in improved efficiency of the review process
contained In 18AAC75. The Kodiak Island Borough supports this
review process.

We further support speedy passage of legislation to effect the
repeal of AS46.04.030(p)- Please call me 1f I can provide
additional Information.

Sincerely,

Linda L. Freed, Director
Community Development Department

c.c. Senator Fred zharoff
Representative Chiff Davidson  _ ) )
Prince William_Sound Regional Citizen"s Advisory Council
Cook Inlet Citizen"s Advisory Council



XxXORTH SLOPE BOROUGH

O F F I C E O F T H E M A Y O R

P.0. Box 09
Berrow, Alaska 99723

Phone 907-852-2611

Jeslle Kaleak. Sr., Mayor

January 20, 1993

Steve Porter

ARCO Alaska, Inc.

P.0. Box 100360

Anchorage, Alaska 99519-0360

Re; Proposed Legislation on Oil Spill Contingency Plan Review

You have asked for our comments on the attached proposed bill.
This proposed bill 1is the result of a statewide committee of
coastal zone management representatives, including the North Slope
Borough Planning Department. It is my understanding that if
enacted the proposed bill would result in more efficient review and
approval of oil spill contingency plans by correcting a current
oversight 1in state law [AS 46.04.030(p)] which sets a different
review time line than the regulations of the Department of
Environmental Conservation and the Division of Governmental
Coordination.

More efficient review and approval of oil spill contingency
plans would not only be beneficial to operator* involved in the
exploration, production, transportation and distribution of
hydrocarbons, but would also streamline administrative efforts of
federal, state and local government regulatora. As a distributor
and regulator, the North Slope Borough fits intoboth categories.

We would support the repeal of AS 46.04.030(p) if the attached
bill is introduced.

Sincerely,

Mayor

cc; Rena Bukovich, Representative Eileen MacLean"s Office
Rebecca Brower, Eskimos, inc.
Dennis Alt, UIC Construction
Forrest D. Olamaun, nsb Fuel Manager

10+d WSI RH 86-12-NVf
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Northern Alaska Environmental Center

218 DRIVEWAY
FAIRBANKS, ALASKA 99701
(9071 452 5021

January 29, 1993

Alaska State Legislature

State Capitol
Juneau, Alaska 99801-1182

Dear Member of the Legislature:

The Northern Alaska Environmental Center supports the
proposed amendment to HB 567 which would repeal AS
46.04.030(p). This draft legislation would delete the
requirement for the Alaska Department of Environmental
Conservation to approve or disapprove a proposed oil spill
contingency plan within 65 days. Deleting this statutory
provision would result in improved efficiency of the review
process identified in the implementing regulationsof 1B AAC
75, and would extend the public commentif needed.

Because of the sensitive nature of thislegislation, our
support is conditional: if substantive changes or

amendment are made to this legislation, we will withdraw
our suppoto.

cerely,

David van den Berc
Arctic Issues Director

printed on recycled paper
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Resource Development Council
for Aln*kn Inp 121 WMEFuwendUmt, So>«250 AnchorasraAlaa9e03-2085
% vl il Phont DI/ HIK) h im & tl

(W-m

January 22, 1993
Dear Members of the Alaska Legislature:

The Resource Development Council for Alaska, Inc. (RDC)
supports the attached draft legislation that would repeal
AS 46.04,030(p). This legislation relates to the time period
for approval or disapproval of oil discharge prevention and
contingency plans. Specifically, it would delete the
requirement for the Alaska Department of Environmental
Conservation to approve or disapprove a proposed
contingency plan within 65 days.

X
mn.
The deletion would allow necessary regulatory changes to
73 be made to resolve the conflicting review requirements
L which now exist in 18 AAC 75 and 6 AAC 50. This action
E i would result in the improved efficiency of the review
- process.

T RDC urges prompt passage of this legislation as worded.
s <, Because of the sensitive nature of the legislation, RDC
':"'}_., requests that no substantive changes or amendments be
) S made.
'“ |l;

ReR 100

AT Sincerely,

*é!f.l?*‘.:. .

‘ ‘" RESOURCE DEVELQPMENT COUNCIL
i
% g ENBBM

onyeerw@%%

J

TOTAL P.02
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Southeast Alaska Petroleum Resource Organization, Irc.

W Kt St g 20 K, 16 B
v i
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January 20. 1893

i
P.0, Box 100880
Anchorage, AK 88618-0380

Dear Mr. Porter

Pursuant to our convocation, and the proposed legislation which you faxad this afternoon, |
have poﬁed my Board 0 D?rector* and Féslfa)lbﬁshed(’}hat SEAPAIO sﬁpport* thia legislative

proposal as offered.

Many of our mambar companje* have aetioua concerns regarding ACMP review, esge?ally
the éxtraorginary costs sosogatad with. document sybmisalort to the numergus coasta
jurisdiction* whore our tran3|enﬁ o&erz%non* may take u*, Homi)ever the Inefficiency of the
ourrent plan review procesa, cr lack of process; being utiized by ADCC ho* heen dearly
demonstrated to many of our members since August 1992 Cléarly, adoption of a more

efficient and reaaooalk review process IS necessary.

Ae offored, the roFosed legislation would repeal AS 48.04.030(p). This legislation, If
assed, would elae*heregwrement for the Alaska Department of Environmental
onservation to %pprove or |sapProve oil epH prevention and response co_ntmgenq{, plana
within 05day*. Thia deletion wil result In the Improved efficiency of the implémeniting
regulation* In 18AACYS. We urge prompt passa%e of thia legislation. Beceuse of the
sensitive nature of th* legislation, we requeat that no substantive changes of amendment*

be made. If change* ere'made wa will withdraw our support for the legislation.
Ptoaute contact me if | can provide any further assistance,

Respectfully,

Manogar

P

.82
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SoutHu/eStConference+S1JAMC PK>€ No.

: 907 562 0438 Jan.25 1993 10:53AM

Southwest Alaska Municipal Conference

Putting Resources to Work For People
SA0Actc Biv, Suto 208 « Anchort, Alaska 99608 « (307)3627380 « PAX (307) 320438

RESOLUTION 93 - (1

A REOOLUTION OP THH SOUTHWEST ALASKA. MUNICIPAL OONFBRBNOB IN
SUPPORT OP DELETING THE TIME PERIOD FOR APPROVAL OR DISAPPROVAL OP

"OIL DISCItAAGa PREVENTION AND CONTINGENCY PLANS PROM TUB OIL AND

HAZARDOUS POLLUTION CONTROL STATUT3

WHEREA8, 1In 1990 ,ﬁhe Alaska State Legislature enaotad House Bill
567 relating to 0 Il and Hazardous Pollution Control/ and

WHEREA9, ona of the provisions of HB 567, AS 46. 04 .030 (p), requires
that the Department of Environmental Conservation approve or
disapprove a proposed oil discharge prevention and contingency plan
within 65 days after 1t receives a complete application for

approval; and

WHEREAS, the Department of Environmental Conservation (DEC)
promulgated regulatory revisions pursuant to HB 567; and

WHEREAS, proposed oil discharge prevention and contingency plans

must aleo be reviewed under the Alaska coastal Management Program
(AOWP) regulations; and

WHEREAS, the review provisions of the ACMP regulations and the
review provisions of the DEC regulations are in conflict and cannot
be reconciled without deleting the 65-day statutory review

provision.

NOW, THEREFORE, BE IT RESOLVED, that the Southwest Alaska Municipal
Conference supports repealing the 65-day review provision found at
AS 46.04.030(p) iIn order to allow the DEC the opportunity to

resolve its regulatory conflicts with the ACMP.

PASSED AND APPROVED BY THE SOUTHWEST ALASKA MUNICIPAL CONFERENCE
THIS 24th DAY OF JANUARY, 1993.

tichard G.

Mar~deth Sandler, Executive Director

-3

Pf



m-<3 THU 10:00 NWF P1PSKP HRC P.

WofkjnH (or (ho Njiorc ot Tomorrow,

NATIONAL WILDLIFE FEDERATION
750 W. Second Ava., Suito'200, Anchorage, AK 99501 (907) 258-4000

January 26, 1993

Members of the Alaska state Legislature:

The National Wildlife Federation and the Wildlife Federation
of Alaska urge prompt passage of House Bill 99. Thi3 bill repeals
AS 46.04.030(p) which requires tne Alaska Department of
Environmental Conservation to approve or disapprove a proposed oil
spill contingency plan within 65 days of receipt. Repeal of this
statutory requirement would eliminate the conflict that presently
exists between this requirement and the review process mandated
under the Alaska Coastal Management Program (18 AAC 75 and 6 AAC
50.)

Please be aware that we support passage of this bill only so
long as no substantive changes or amendments are made.

ional Representative President )
National Wildlife Federation Wildlife Federation of Alaska

01
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RCAC

Ternary 6,1993

Tho Honorable Ramona Barnes
Speaker of the House

Alaska House of Representatives
P.O. Box V

Juneau. Alaska 99C-44

near Representative Barnes:

Cook Inlet Regional Citizens’ Advisory Council (Cook inlet RCAO) recommends the
legislature seriously consider enactment of HB99, Repealing 65 Day Time Limit
Approval/Disapproval of contingency Plana, which would repeal AS 46.04.030(0),
This legislation, If passed, w'tild delete the requirement ter the Alaska Department of
Environmental Conservation to approve or disapprove a proposed contingency plan
within 65 days. This deletion will result In the Improved efficiency of the review
process Identified in the implementing regulations (16 AAC 76),

Cook Inlet RCAC would recommend prompt passage of this legislation. If the Alaska
State Legislature feels there Is a need for substantive modifications to the proposed
legislation then Cook Inlet RCAC would withdraw the recommendation for adoption of

this legislation,

Should you have any questions ploaeo feel free to contact me or Lisa Parker,
Executive Director, at 907*283*7222.

Sincerely youre,

President

ccC: Repraaantartive Joe Green, Chair, House Special Committee on Oil & Gas
Cook Irriet RCAO Board of Directors
Charter Funding Companies
Mr. Larry Smith

Cook Inlet Regional Citizsna Adviso? Council

1135 fronts Rd. o Suit* 228 « Kenal, Alflcka 00611 «907) 28*7222 « FAX (07) 283812

P

.02
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USEM & BBES'S B DD TdILOOd M
HOUSE COMMITTEE REPO,

Date Referred: February 3, 1993 FURTHER REFERRALS: Finance
Date of Committee Action: £ M ] 3 5
The RESOURCES Committee considered: HB 116

HOUSE BILL NO. 116 STATE SHARE OF FEDERAL GAS ROYALTIES
"An Act directing the commissioner of natural resources to accept, under certain circumstances, the contract
. price agreed to between a lessee of federal land and a gas or electric utility as the value of the federal
government’s royalty share from natural gas production when royalty is payable to the state under applicable

federal law; and providing for an effective date.”
RECOMMENDATIONS: \ I | the same title

be replaced with CH 7)1l c’m ’ ) [yfa new title
[ ] have attached amendments(s)

[s/fdo pass

[ ] do not pass

[ ] no recommendations

[ ] individual recommendations

[ ] additional referral to the Committee
ADOPTS: letter of Intent
ATTACHES NEW FISCAL NOTE(s): APPROVES PREVIOUS: (Dept/Daic)
[ ] fiscal impact [ ] fiscal note(s)
3 \\A zero fiscal note T)N <L /. n3 . [ 1 zero fiscal note(s)

CHAIRMAN®"S SIGNATURE
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2 BILL NO. 116(RES)
OF THE STATE OF ALASKA

LATURE - FIRST SESSION

Sponsor(s): - REPRESENTATIVES HANLEY, Phillips, Larson, Green, Pamell, Navarre

A BILL
FOR AN ACT ENTITLED
"An Act directing the commissioner of naiural resources to accept, under certain
circumstances, the contract price agreed to between a lessee of federal land and
a gas or electric utility as the value of the federal government’s royalty share
from natural gas production on federal land from which the state is entitled
under applicable federal law to receive a share of the royalty on gas production;

and providing for an effective date.”

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

* Section 1. AS 38.05.180(aa) is amended to read:

(aa) Within 90 days after the written request of a lessee of a I**ase issued under
this section or of a lessee of federal land from which the state is entitled under
applicable federal law to receive a share of the rovaltv on gas production, the
commissioner shall enter into an agreement with the lessee to use or accept the price

for the gas established in the contract between the lessee and a gas or electric utility

e CSHB 116(RES)
New Texc Underlined (DELETED TEXT BRACKETED]



~N o A W N e

oo

10
11
12
13
14
15
16
17
18
19
20
21
22
23
24
25
26
27
28
29
30
31

CSHB 116(RES)

as the value of the state’s royalty share of gas production sold by the lessee under the
contract unless the commissioner makes a written finding, based on clear and
convincing evidence, that

(1) the contract price is unreasonably low;

(2) the prospective reduction in royalty receipts would not be balanced
by increased benefits to in-state gas and electric consumers;

(3) the lessee and the utility are related in management, ownership, or
other aspect; and

(4) the contract price is not in the best interest of the state.

* Sec. 2. AS 38.05.180(bb) is amended to read:

(bb) In (aa) of this section*

(1) "gas or electric utility" includes an electric cooperative organized
under AS 10.25, a municipal utility, and a gas or electric utility regulated under
AS 42.05; provided that if the contract gas is transmitted to consumers through a
pipeline and the gas utility either owns the pipeline or is related in ownership to the
owner of the pipeline, then the gas utility qualifies as a "gas or electric utility" within
the meaning of this paragraph only if it is bound or agrees to be bound by the
covenants set out in AS 38.35.120;

(2) "price for the gas established in the contract” includes tax
reimbursement amounts, deliverability and other charges, and other forms of
consideration paid by the gas or electric utility under the contract;

(3) "state’s royalty share of gas production”

(A) includes payments on federal leases made to the state
under 30 U.S.C. 191:
(B) does not include the state’s royalty share of gas production
from land patented to the state under
Al [(A)] P.L. 84-830, 70 Stat. 709 (Alaska Mental

Health Enabling Act);

Xlil [(B)] 38 Stat. 1214 (Act of March 4, 1915); or
(iii) [(C)] 43 U.S.C. 1635 in settlement of the claims of
the state under 38 Stat. 1214.

Nev Texc Underlined (DRLETED TEXT BRAGETED!



* Sec. 3. APPLICATION TO ROYALTY FROM EXISTING FEDERAL LEASES, (a)
Notwithstanding AS 38.0:5.180(aa) and 38.05.180(bb), the provisions of this section apply to
the state’s share of royalty production of gas produced after January 2, 1959, and before the
effective date of this section from a lease of oil or gas rights entered into under applicable
federal law.

(b) If a lessee of a lease for federal land from which the state is entitled under
applicable federal law to receive a share of the royalty on gas production makes a written
request within 90 days of the effective date of this section, the commissioner shall enter into
an agreement with the lessee to accept the price for the gas established in the contract between
the lessee and a gas or electric utility as the value of the state’s royalty share of gas
production sold by the lessee under the contract unless the commissioner makes a written
finding, based on clear and convincing evidence, that

(1) the contract price is unreasonably low;

(2) the reduction in royalty receipts is not balanced by increased benefits to
in-state gas and electric consumers;

(3) the lessee and the utility ax” related in management, ownership, or other
aspect; and

(4) the contract price is not in the best interest of the state.

(¢) In this section,

(1) "gas or electric utility" includes an electric cooperative organized under
AS 10.25, a municipal utility, and a gas or electric utility regulated under AS 42.05; however,
if the contract gas is transmitted to consumers through a pipeline and the gas utility either
owns the pipeline or is related in ownership to the owner of the pipeline, then the gas utility
qualifies as a "gas or electric utility" within the meaning of this paragraph only if the gas
utility is bound oi agrees to be bound by the covenants set out in AS 38.35.120;

(2) "price for the gas established in the contract” includes tax reimbursement
amounts, deliverabiiity and other charges, and other forms of consideration paid by the gas
or electric utility under the contract;

(3) "state’s royalty share of gas production™ includes payments on federal
leases made to the state under 30 U.S.C. 191.

* Sec. 4. RETROSPECTIVE EFFECT OF SECTION 3. Section 3 of this Act is

CSHB 116(RES)
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retroactive to January 3, 1959, and applies to the federal government’s royalty share from
natural gas production due the state after January 2, 1959.
* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).

CSHB 116(RES)
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The retroactive application provisions of the bill make it
difficult to evaluate the fiscal impact of the bill. It is net
known, at this time, if any refunds, except for the one described
below, will be due the federal lessees because of the proposed
retroactive change in state policy. An audit of past federal/state
Zoyalty collection policies beginning in 1959, which will require
a considerable amount of time and resources, would have to be
completed in order to determine the full Ffiscal impact of this

bill.

What is known today is that if the bill becomes law, the state will
be barred from advocating Tfor higher royalty values for gas
production from federal leases in the Beluga River field for past
production periods. The state believes that as of April 15, 1992,
approximately $10.4 million 1is owed for the audit period between
October 1, 1984 through June 30, 1987. Because interest continues
to accrue on the past due principle, the amount of the clainm
continues to grow.

As to the allocation of any royalty revenues which may be foregone
as a result of the application of this proposed legislation, for

leases 1issued on or before December 1, 1979, 74.5% would be
allocated to the General Fund, 25% to the Permanent Fund, and 0.5%
to the Public School Trust Fund. In the event of leases issued

after December 1, 1979, 49.5% would be allocated to the General
Fund, 50% to the Permanent Fund, and 0.5% to the Public School

Trust Fund.

At this point in time, the amount owed is based on a claim by the
state. However, the state®"s position 1in support of the area
pricing theory or median value pricing theory, and the amount
sought may or may not be sustained by a court with jurisdiction for
this issue.



=NIDIVIDD"aDnVID ™ DOONIIDIDIEW! ANV TIDTTTONW =T O THDFIVUHTIVWNTETIRYHTITHTHONDIW TIREN ot e = e W i nrnnra ™ o Manmm -~

8-LS0442VE.K
Chenoweth
2/5/93
AMENDM ENT
OFFERED IN THE HOUSE BY REPRESENTATIVE HANLEY

TO: HB 116

Page 1, lines 9-10:
Delete "For which state rovaltv share of gas production is payable under

applicable federal law™
Insen "from which the state is entitled under applicable federal law to receive a

share of the rovaltv on gas production”

Page 3, lines 4 - &:
Delete "for which state royalty share of gas production is payable under applicable

federal law"
Insert "from which the state is entitled under applicable federal law to receive a share

of the royalty on gas production™



WALTER J. HICKEL, GOVERNOR

400 WILLOUGHBY AVENUE
JUNEAU. ALASKA 99801 -1796
PHONE: (907) 465-240r"
FACSIMILE: (907) 586-2754

Feoruary 23, 1993

The Honorable Bill Williams, Chairman
House Resources Committee

Alaska State Legislature

State Capitol Building, Room 128
Juneau, Alaska 99801-1182

Dear Representative Williams:

i am responding to your request for additional information concerning whether h'B 116 is
precedential in any nature end how any royalty revenues that might be foregone through
implementation of that legislation would otherwise have been distributed.

The proposed legislation is precedential on at least two points. First, passage of this
legislation would result in the requirement that the department accept contract prices for
certain gas produced from federal leases regardless of whether or not those values
represent the full royalty value to which the state would otherwise be entitled absent this
legislation. Secondly, to the best of my knowledge, making the effective date of HB 116
retroactive to January 3, 1959 would also be precedential.

The 1986 amendments to AS 38.05.180 were similar to the proposed legislation in their
effect on the royalty valuation for production from state-owned lands. However, the 1986
amendments differ in the timing of their applicability. Unlike the proposed amendments,
the 1986 amendments were not retroactive. The contract price for the gas was not
binding for royalty purposes until a new contract was negotiated, in this case after 1986.
The 21 cents per MCF contract price in effect in 1986 was not accepted as the royalty
value. Rather, a settlement value of 75 cents per MCF was used as the royalty value
until 1989 when Chugach negotiated a new contract with the Beluga River field lessees.
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Finally, as to the allocation of any royalty revenues which may be foregone as a result
of the application of those proposed legislation, 74.5% would be allocated to the General
Fund, 25% to the Permanent Fund, and 0.5% to the School Fund.

Please feel free to call if you have any additional questions.

Glenn A. Olds
Commissioner
GAO/sf

cC: House Resource Committee members
Representative Mark Hanley



Representative M ark Hanley

Alaska State Legislature
Memorandum

To: Rep. Bill Williams
Chairman, House Resources Committee
From: Rep. Mark Hanley
Re: Request to schedule a hearing for HB 116, “An act directing

the commissioner of natural resources co accept, under
certain circumstances, the contract price agreed to between
a lessee of federal land and a gas or electric utility as the
value of the federal government's royalty share from natural
gas production when royalty is payable to the state under
applicable federal law; and providing for an effective date.”

Date: February 9, 1993

This memo is to respectfully request that House Bill 116 be scheduled for
a hearing in the Resources Committee at your earliest possible
convenience.

HB 116 is necessary because the Department of Natural Resources is
pressuring the federal government to retroactively increase the vsilue of
the gas it sold to a level above the price agreed toin long term contracts
signed by the utilities. The higher price would immediately be psissed
along to consumers in the form of liigher utility rates.

This bill vail require the Department of Natural Resources to use the
same standards for valuation of natural gas from federal lands as it
currently uses on gas from state lands. Under existing law, the
Department uses the contract price of natural gas sold to a gas or electric
utility as the value for figuring the state's royalty on production from
state leases. This bill would require the Department to also use the
contract price when determining the value of gas sold to utilities from
federal leases.

Attached with this memo is a copy of the bill, a brief sectional analysis,

and a comprehensive brieiing paper prepared by Chugach Electric. Also
included is a copy of all the attachments for the briefing paper.

would appreciate your consideration on scheduling this bill for a
hearing as promptly as possible.

Interim: 3111 CS.. Suite 410 Anchorage. AK 99508: (207) 01 w083 Session: Slate Capitol. Juneau. 1k 99801-1182 (907) 4664930



Section-by-Section Analysis ofHB 116

section 1. In 1986, the legislature directed the Department of Natural
Resources ("DNR™) to use. except in certain circumstances, the contract price of
natural gas sold by a lessee to a gas or electric utility as the value of the state's
royalty share of production from that lessee. AS 38.05.180(aa). Cook Inlet
lessees sell natural gas to these utilities, and have historically paid royalties
based upon that contract price. In March, 1985, DNR demanded that its lessees
begin paying additional gas royalties, on the theory that L™e contract price did
not represent the gas' "value.” Had DNR prevailed, the liability for those
additional royalties would have fallen on the utilities. That's because the
utilities, as part of their contracts with the lissees, agreed to pay any additional
royalty assessment made by the state.

Ultimately, of course, that would have meant that any additional royalties
would be paid by the utility’'s customers.

The possibility of additional royalty demands therefore created
considerable uncertainty and threatened to impose substantial burdens on
consumers. These burdens, the legislature believed, outweighed any revenues
the state might recieve from a higher valuation of these royalties. Even DNR,
which supported the 1986 legislation, concluded that "itis appropriate to accept
a contract price as the royalty value for arms-length sales to regulated
utilities..because Alas™ consumers would be the direct beneficiaries of the
certainty of the price provided by such a contract..,”" but felt that legislation was
necessary to permit it to use the utility contract price.

The 1986 law was intended to remove these uncertainties and potential
burdens by establishing (except in limited circumstances) the utility contract
price as the "value" of the state's royalty share. The law, however, applied only
to state leases. The state also receives 90% of natural gas royalties paid under
federal leases, and the 1986 law neglected to resolve the problem with respect
to the state's share of federal royalties. As a result, DNR currently feels
obligated to encourage the federal government to reject the utility contract price
as the "value" of federal royalty gas, even though the agency is compelled (absent
special circumstances) to accept that price for state lease purposes.

Since substantial quantities of gas are sold to utilities from federal leases,
this has created precisely the uncertainty and potential consumer liability that
the 1986 law was intended to prevent.

Section L of KB 116 closes that unintended loophole by extending the
reach of the 1986 legislation to the state's share of federal royalty gas. The



inserted words "Or a lessee offederal land for which state royalty share of gas
production is payable under applicable federal laid" extend “the section's
protections to federal lessees. The inserted words "or accept” reflect the fact that
the federal government will ultimately set the royalty "value" for its leases; DNR,
however, would be required (under the standards of the section) to "accept" the
federal government’'s use of the utility contract as the measure of "value,” if the
federal government itself proposed to use that value.

In fact, the Department of Interior’'s Minerals Management Service
("MMS"), in two recent audit decisions, decided to use arms-length utility
contract prices as the value of Beluga River Field gas for the period 1984-87.
DNR is attempting to appeal those rulings, claiming a higher "value" exists.
Under Section | of the bill, and upon the lessee's application, DNR would be
required (except in the circumstances articulated in existing §18C(aa)) to
withdraw those appeals and "accept” MMS' decision.

Section 2. AS 38.05.180(aa) requires the use of the utility contract price as the
value of "the state's royalty share of gas production,” a term defined in existing
§180(bb)(3). In order to extend that valuation rule to the state's share of federal
royalties, it is necessary to amend that definition to include "payments on
fede.al leases under 30 U.S.C. 191" 30 U.S.C. §191 is the federal statute under
which 90% of federal gas royalties are distributed to the state.

Sections 3. Section 5 of the 1986 law (Ch. 55, SLA 1986) made it clear that, as
to state leases, DNR was only required to use NEW utility contracts as the royalty
"value." This was done for three reasons: (1) DNR, in its March, 1985
announcement, proposed, to reject utility contracts as the royalty value only
prospectively—beginning April 15, 1985; (2) DNR, during the 1986 session, had
already settled with all its lessees under the then-existing utility contracts,
pending passage of the law; and (3) even though the law applied prospectively
only, DNR assured the legislature that it would use enactment of the law as
statutory justification for completing its settlements under existing utility

contracts.

In other words, the 'valuation" issue with respect to then-existing utility
contracts had already been taken care of amicably, and there was no need to
reopen those matters.

/None of those considerations exist with respect to the valuation of federal
royalties. DNR is currently attempting to compel MMS to retroactively reject
utility contract prices as far back as 1984. It has engaged in no settlement
discussions that might amicably dispose of prior-year valuation issues. And, it
has taken the position that, unless AS 38.05.180(aa) is amended to require use
of the utility contract price for prior year federal royalties, it must continue to

urge rejection of that price for those years.



As a result, Section 3 of HB 116 applies the rules of AS 38.05.180(aa) (as
amended by Sections L and 2 of this bill) to gas production from federal leases
that occured prior to the effective date of this legislation. The wording used in
Section 3 is identical to amended §180(aa) and (bb), except that

(1) the word "prospective” is deleted from subsection (b)(2). That's
because this section is concerned not with prospective reductions in royalty due
to accepting new contract prices, but rather with acceptance of the contract
pries for prior production from federai leases; and

(2)  the definition of "state's royalty share of gas production”
references only the federal revenue sharing provision of 30 U.S.C. §191, rather
than also referencing revenues from state leases, hecause this special section is
concerned solely with prior production from federal leases.

Section 3 has a very limited reach. It does not affect prior production from
state leases at all—the introductory language of the section makes this clear by
stating that it applies solely to leases "entered into under applicable federal law."
Moreover, all significant federal royalty disputes involving Cook Inlet gas have
already settled, and this legislation will not have any effect on binding
settlement agreements. As a practical matter, the effect of Section 3 will be
confined to federal royalty gar om the Beluga River Field that is sold to
Chugach Electric Assn., Inc. fo. "belt power generation.

Section 4. under AS 01.10.090, "no statute is retrospective unless expressly
declared therein.” Because Section 3 is intenied to define what the state must
accept (under certain conditions) as its share ofpaSt federal royalty production;
an explicit retroactivity clause is necessary.

Section 4 should create no legal problems. Governmental policies towards
denning royalty "value" have changed over the years, without any serious
argument that the changes constitute unilateral amendments to pre-existing
leases. Moreover, here the use of the utility contract price is at the lessee's

option.

Section 5. This section gives the legislation an immediate effective date.



Stat: o0fr-
arrtcc Qf rnc cavc”wofl
Joorxr:a.cr

July IS, 1992

David L. Highers, General Manager
Chugach. Electric Assn., Inc.

5601 Minnesota Drive

P.0. Bon 196300

Anchorage, Alaska 99519-6300

Dean Mr. Highers:

Thank you. for yaur letter dated May 27, 1992 requesting my help and intervention
on behalf cf Chugach. Assuring a reliaole and affordable poorer supply for interior

and south central Alaska benefits all of us in the short term and in the long cenn.
' Commissioner Olds to prepare a detailed response to your letter and

I hare*a:
.towork vr*h. Chugach to better understand it's concerns and hopefully

to contin
resolve o differences.

Administration of.oil and gas leases and valuation of gas royalties is a complicated
matter-. There will always be a natural tension between the lessor and the lessee
concerning the royalty value, but, if the two sides are willing, they should be able
to reach an. acceptable compromise. | hope that will be the case in this instance.

Sincerely,

Walter J .Hickel
Governor



DEPADLaMEIYT® OF iYATURAJL RESOURCES <00 .M I Vﬁ“
) <38
J <55-2400
O ffICS Of THECOMMISSIONST / f'"ACSCVfZTA ('907, 275+

July 9, 1992

Daria D. Highers, General Manager
Chugach Electric Assn., Inc.

5601 Minnesota Drive

P.0. Bon 196300

Anchorage, Alaska 99519-6300

Dear Mr. Highers;

Thank, yOU. for your letters of May 27 and June 15, 1992 to the Governor and me
expressing concern regarding the impact oc the State of Alaska"s (State) decision to
seek additional, royalties derived from federal oil and gas [eases located in the
Beluga River gas held. Governor Hickel asked me to prepare a detailed response
to your letter; 1 have discussed the issue with the Governor; and have given the

matter a great deal of thought.

Your letter ofMay2T, 1992 asked that the Department of Ratural Resources”
(DNR) withdraw an appeal filed with the federal government seekiag® to recover
royalties due the State. These royalties are from federal leases located in the
Beluga R.ver gas Reid and indirectly afreet Chugach Electric Association, Inc.
(Chugach). The withdrawal of this" appeal would not be in the best interest of the
State. Essentially, the D NR believes that the federal government has ignored ics
own statutesand reguladans to deprive the State ofoyer S0,193,883 in lost

royalties and $51236,002. in interest.

Under the.Minerals LeasingAct and the Alaska Statehood Act,. the State is
entitled, to ninety percent oc all royalties received firom federal oil and gas leases in
Alaska. The federal government, however; initially determines the amount oc
royalties due, collects che monies, and then forwards the State"s share to the
State. Under the applicable statutes and regulations, royalties are to be paid on
the "value of production.”™ Although Chugach believes that the production is
valued according-to the coafcract price received by a lessee on the sale of gas, this
IS not the [aw. The contract price sets a minimum value according to the statutes
and regulations. TThere the contract price is not a fair value, a reasonable value
will be determined by looking to the median price paid by other purchasers of gas

ah Inwtels*ej:;-0 7



David.L_ Highers July 9, 1992

spent as part oc a public process and. review. Thank you for sharing your views

and. concerns.

I readme that this will not be a popular decision with southcentral and. interior
power users and. that it "will place an additional burden on Chugach Electric..In
the past, Chugach and the State have been able in successfully resolve their
differences concerning Beluga River gas royalties- | hope that spirit oc cooperation,

can be continued.

Sincerely,

Glenn A_Olds
Commissioner



