
A L A S K A L E G I S L A T U R E  C O M M I T T E E  F I L E S 1 9 9 3 - 1 9 9 4 8 6 7 2  -
8 4 4 5 ____S E H A T E  R E S O U R C E S _____________ _ ____ o



• Limit Coverage to Offshore Facilities: The S150 million proof of financial responsibility requirement should be limited to those offshore oil exploration and production facilities traditionally regulated by MMS.
• Use State Financial Responsibility Requirements: The language in Section 1019 of OPA 90 should be changed to allow substitution of State financial responsibility requirements for federal requirements in State waters. The State of Alaska’s financial responsibility requirements are some of the most comprehensive in the world.
• Exempt Small Operations: The proposed financial responsibility requirements do not discriminate among operations which pose different levels of spill risks. Some provisions should be made for de minimis exceptions. A  logical threshold should be established to exempt responsible parties who pose minimal risk. In other words, the liability should be commensurate with the risk.

Develop a Risk-Based Approach: The words "up to" should be inserted before "$150 million" in all appropriate sections of the legislation. This change would allow MMS to assign liability levels for offshore facilities using a risk-based approach which considers the type and amount of crude oil or refined product which is produced, stored or transported by the facility.
In the event OPA 90 is to be amended, the State of Alaska would appreciate the opportunity to comment further on specific language changes.
CONGRESSIONAL INTENT
Breadth of Coverage
It is inconceivable that Congress intended to expand MMS’s jurisdiction to the extent proposed by the Advance Notice. Regarding OPA 90 proof of financial responsibility provisions, a common-scnse interpretation of Congressional intent would better serve the country than the very broad interpretation advanced by MMS.
Like similar legislation in Alaska, OPA 90 was enacted in the aftermath of the Exxon Valdez accident. The State believes Congress intended the new financial responsibility requirements to apply to facilities traditionally considered offshon. facilities and dcepwater ports. Because the OPA 90 definition of "offshore facilities" specifically mentions territorial waters, it appears Congress did not intend to include onshore areas. If Congress had intended to include onshore areas in the definition of offshore facilities, it would not have created a separate definition for "onshore facilities". Instead, Congress would have chosen a term other than "offshore facilities" if it meant to include "onshore facilities" in the definition.
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Notwithstanding the issue o f  Congressional intent in defining "onshore facilities' or 
"navigable waters", the definition o f "responsible party" narrows the type o f facilities 
covered by the financial responsibility requirements. The definition o f "responsible party" 
differentiates between vessels, onshore facilities and offshore facilities. The part o f  the 
definition which addresses offshore facilities limits responsible parties to the

lessee and perm ittee o f  the area in which the facility is located o r the ho lder 
o f a right o f use and easement granted under applicable State law or the 
Outer Continental She lf Lands Act (43 U .S .C . 1301-1356) . . . (emphasis 
added)

This definition appears to exclude motor vehicles, aircraft, and facilities which do not require 
leases o r permits. In addition, the State believes Congress intended "applicable State law" to 
include only laws which address offshore o il and gas lease sales, exploration and production. 
A thorough discussion o f  the limits imposed by the term "responsible party" is not included 
in the Advance Notice.

I f  Congress had intended to require small businesses, State agencies and local governments to 
provide p roo f o f  financial responsibility, it seems logical that it would have required a sliding 
scale o f  financial responsibility commensurate with the risk associated with a potential oil 
spill. Did Congress knowingly intend to require a small luel distributor o r local governments 
in rural Alaska to provide p roo f o f  financial responsibility fo r S150 million when the 
financial risk o f  a potential spill would be far less?

We simply cannot believe Congress intended to place such a heavy burden on coastal 
communities and State agencies. Coastal communities often have multiple fuel storage sites, 
each o f which would potentially trigger the S150 million p roo f o f  financial responsibility 
requirement proposed in MMS's rulemaking. It is difficult to believe that Congress intended 
such absurd results. At $150 m illion per site, communities, the small businesses within 
them, and regional school districts would be subject to obligations which they simply could 
not meet. Moreover, because o f  their limited risk, these types o f  facilities should never be 
categorized the same as offshore production platforms.

E n v i r o n m e n t a l  P r o t e c t io n

Assuming one o f  the basic puqwses o f  OPA y0 is to protect the environment from oil spills, 
the limitations o f  financial responsibility requirements to meet this end should be recognized. 
While a Certificate o f  Financial Responsibility (COFR ) may show that an operation has the 
capital to respond to an oil spill, it does not prevent an o il spill from occurring. The State o f 
Alaska has placed priority on o il spill prevention. For example, the Alaska Department o f  
Community and Regional A ffairs and the Alaska Department o f  Environmental Conservation 
arc working to assure that rural tank farms w ill not leak o il. Rather than focussing on 
financial responsibility requirements, the environment might be better protected i f  more 
federal funds were available to assure that o il spills w ill not occur.
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RISK-BASED APPROACH

T h e  S150 m il l io n  O P A  90  re q u ire m e n t fo r  p ro o f  o f  f in a n c ia l re s p o n s ib il ity  does n o t 
d if fe re n t ia te  b e tw e en  se rious  and n e g lig ib le  r is ks . C o n s id e rin g  o n ly  o i l  and gas e x p lo ra tio n  

and d e v e lo p m e n t a c t iv it ie s ,  s p e c if ic  k in d s  o f  o il- re la te d  a c t iv it ie s  pose s ig n if ic a n t ly  d if fe re n t  

r is k s . F o r  e x a m p le , vessels tra n s p o r t in g  o i l  c o n tr ib u te  to  a lm o s t h a lf  the  o il  d isch a rg e d  in to  

m a rin e  w a te rs . E x c lu d in g  a tm o s p h e ric , n a tu ra l, m u n ic ip a l and r u n n o f f  sources o f  o i l ,  
tra n s p o rta tio n -re la te d  s p il ls  a c c o u n t fo r  9 7  p e rce n t o f  o i l  e n te rin g  m a r in e  w a te rs . O n  the 

o th e r  hand, fa c il i t ie s  assoc ia ted  w ith  o ffs h o re  p ro d u c tio n  cause less than th re e  p e rce n t o f  the 
o i l  in p u t in to  m a r in e  w a te rs 1.

A  reasonab le  f in a n c ia l re s p o n s ib il ity  assessm ent s h o u ld  base its  re q u ire m e n ts  on  r is k s  re la ted  

to  a p o s s ib le  o il  s p il l .  I t  sh o u ld  re f le c t the  lo c a tio n  o f  the  fa c i l i t y ,  the  a m o u n t o f  o i l  o r  

re fin e d  p ro d u c t, and the  typ e  o f  p ro d u c t associa ted  w ith  the  fa c i l i t y .

INABILITY TO OBTAIN COVERAGE

T w o  q ues tions  s h o u ld  be a nsw e re d  b e fo re  im p le m e n tin g  the  p ro po sed  f in a n c ia l re s p o n s ib il ity  

re q u ire m e n ts . F ir s t ,  w i l l  those  a ffe c te d  be  ab le  to  o b ta in  co ve rag e?  S econd , fo r  those w h o  

c o u ld  c o n c e iv a b ly  o b ta ir  co ve ra g e , w o u ld  i t  be a ffo rd a b le ?  T h e  S ta te  o f  A la s k a  b e lie ve s  tha t 

the  a n sw e r to  these q ue s tion s  is  no  fo r  a nyone  o th e r  than  a F o r tu n e  5 0 0  c o m p a n y .

O b ta in in g  S I 5 0  m il l io n  in  f in a n c ia l re s p o n s ib il ity  w i l l  be c o s tly  to  even  those co m p a n ie s  in  

the u p p e r F o rtu n e  5 0 0  c a te g o ry . Because o f  th e ir  f in a n c ia l s tre n g th , such co m p a n ie s  w o u ld  

be ab le  to  pu rchase  w h a t is k n o w n  as excess la ye rs  o f  co ve rag e  o n ce  th ey  have  p ro v id e d  

a p p ro x im a te ly  $ 1 0 0  m il l io n  in  s e lf  in su ra n ce . I t  is  l ik e ly  th a t these co m p an ies  w o u ld  have to  

o b ta in  the  a d d it io n a l S50 m il l io n  o f  co ve rag e  fro m  severa l d if fe re n t  sources. C o m p a n ie s  
w o u ld  pass these costs  to  the  p u b lic .

C o m pa n ie s  o u ts id e  o f  the  F o r tu n e  5 0 0  ca te g o ry  w o u ld  n o t l ik e ly  be  a b le  to  m eet the 

p roposed  p ro o f  o f  f in a n c ia l re s p o n s ib il ity  re q u ire m e n ts . T h e  a v a i la b il i ty  o f  co ve ra g e  is 

d ire c t ly  l in k e d  to  the  h ea lth  and s o lv e n c y  o f  in s u re rs  and th e ir  c a p a c ity  to  p ro v id e  co ve rag e . 

C a p a c ity , in  th is  sense, m eans th e  leg a l and f in a n c ia l a b i l i t y  to  p ro v id e  c o ve ra g e . M a rk e t 

a v a ila b il i ty  o f  c o ve ra g e  is a lso  dependen t on the w ill in g n e s s  o f  the  insu ra n ce  in d u s try  to 

accep t c e rta in  r is k s . M a n y  in s u re rs  are  d is in c lin e d  to  w r ite  th is  fo rm  o f  p o llu t io n  l ia b i l i t y  
cove rage .

A la s k a , l ik e  a ll sta tes, l im its  the a m o u n t o f  r is k  an in s u re r  can u n d e rta k e  (A S  2 1 .1 2 .0 1 0 ) . 

T h is  r is k  l im ita t io n  is  based on  the  a m o u n t o f  a c o m p a n y ’ s c a p ita l and s u rp lu s . A n  in s u re r 

w h o  is licensed  to  se ll in su ra n ce  fo r  r is k s  in  A la s k a  can o n ly  issue an p o lic y  w ith  less r is k

‘T h e  fig u re s  w e re  ca lcu la te d  u s in g  in fo rm a tio n  fro m  a p u b lic a t io n  b y  D r .  M ic h a e l 

K e nn ish  e n tit le d  Ecology o f  Estuaries: Anthropogenic EJfects.
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exposure than ten percent o f its capital and surplus. As used here, capital and surplus refers 
to the amount o f  money available for the payment o f claims and other obligations. In other 
words, before a company can cover one policy fo r $150 million, it must have at least $1 .5 
b i l l i o n  in capital and surplus. There are few property and casualty insurers licensed in the 
United States which have the necessary surplus to legally write the required coverage 
proposed by the MMS.

When one considers the State-imposed risk limitation along with the willingness o f  insurers 
to provide pollution coverage, the options to obtain coverage decrease significantly. The 
State o f  Alaska knows o f  only three insurance conglomerates that are willing to write this 
form o f pollution liability coverage. Two o f  these groups do not have the required surplus to 
issue a policy for the fu ll liability limits o f  $150 million as required by the proposed 
rulemaking.

In some circumstances where it is difficult to obtain insurance, states allow unlicensed 
companies to provide insurance. It is possible companies could obtain pieces o f  coverage 
through these unlicensed companies which would combine to provide the required $150 
m illion proof. These sources are not subject to much o f  State regulatory oversight, and as 
such, are not subject to the same financial oversight as licensed companies.

The reinsurance market is another alternative to provide the proposed financial responsibility 
coverage. Financial difficulties currently experienced by London-based reinsurance 
enterprises, howevei, make them unable to absorb additional risks o f  this magnitude.

Some oil-related companies which operate vessels obtain liability coverage from Protection 
and Indemnity Clubs (P& I Clubs) fo r their marine-related risks. These organizations provide 
coverage through a complex system. Usually, members must cover some o f  the costs o f  an 
oil spill, the group as a whole covers some o f  the costs, and reinsurance covers the 
remaining costs. It is unlikely, however, that P& I Clubs would have the ability o r desire to 
cover onshore facilities affected by the proposed rulemaking.

Again, fo r even those companies which could obtain the proposed level o f  financial 
responsibility, there will be additional problems. Costs o f  providing this p roo f would likely 
be passed on to the consumer possibly placing commodities and services out o f  reach to most 
Alaskans and small businesses.

It should be noted that other means exist to assure adequate funding for oil spill clean up.
For instance, the Oil Liability Trust Fund (26 U .S .C . 9509) is available fo r o il spill expenses 
authorized by Section 1012 o f  OPA 90. As well, many states have sim ilar funds. A laska’ s 
fund is known as the Oil and Hazardous Substance Release Response Fund (AS 4 6 .0 8 .0 1 0 ).
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P O T E N T I A L  E C O N O M I C  E F F E C T

The potential economic consequences o f  the proposed rulemaking are overwhelming. Taken 
to an extreme, which appears to be the case in the Advance Notice, the proposed regulations 
would have wide-ranging effects. Activities in A laska’ s wetlands, which comprise virtually 
ha lf o f  the State, would require coverage o f $150 million o f  financial responsibility. The 
result would be a decline in general commerce, a decrease in essential government services, 
increased hardships in rural areas including Native villages, and a swift blow to A laska’ s 
vital oil and gas industry. Each o f  these topics is discussed in more detail below.

General Effect on Commerce

The proposed rulemaking would like ly have a crippling effect on A laska’s economy sending 
it into a tailspin which could result in a severe depression. Because o f  its unique, abundance 
and geographic distribution o f its populated communities, most o f  A laska’ s commerce occurs 
in wetlands. W hile some o f these areas may not appear to be wetlands at first glance, they 
have been defined by regulation to be so. Consequently, the proposed regulations potentially 
affect distribution o f  home heating o il, bulk storage o f  fuel, gas stations, outfitter-guide 
operations, eco-tourism operators, floatplane companies, and the trucking industry.

I f  only applied to fuel distributors, the proposed regulations would have a mind-boggling 
effect. Most rural Alaska communities use diesel fuel to generate electric power. Even 
assuming it would be possible to obtain a S150 m illion p roo f o f  financial responsibility for 
distributions serving those communities, fuel prices would rise to an unreasonable level. 
Businesses which could afford to provide the required p roo f o f  financial responsibility would 
have to pass the costs to the consumer. Such a requirement would like ly force rural fuel 
distributors and owners o f  storage facilities to cease operations.

The effect on the fishing industry would also be devastating. Vessels could no longer be 
legally fueled at refueling docks because the small companies operating these facilities would 
not be able to meet the financial responsibility requirements. As a result, the Alaska fishing 
industry would be forced to violate these regulations in order to remain in business.

Tourism, another important industry in Alaska, would decline because tourism-related 
companies which handle fuel would no longer be in business. It should be noted that most 
wilderness adventure businesses transport fuel for use in vehicles, boats, lanterns and camp 
stoves. Bush pilots also transport tourists and hunters along with fuel provisions to remote 
locations. Tour operators which store fuel fo r busses could also be forced out o f  business.

A lso, the mining and timber industries would be adversely affected. Resource development 
companies must use fuel to carry out activities in wetland areas. Few' o f  these companies 
could obtain p roo f o f  financial responsibility fo r $150 million.
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M a n y  lo c a l and S ta te  g o v e rn m e n t agenc ies  w o u ld  be  a ffe c te d  b y  the p ro p o se d  ru le m a k in g . 

T h e  S ta te  D e p a r tm e n t o f  T ra n s p o rta tio n  stores fu e l in  lo c a tio n s  across th e  S ta te  fo r  h ig h w a y  

m a in ten an ce  o p e ra tio n s . R u ra l v i l la g e  g o ve rn m e n ts  s to re  d ie se l fu e l to  gene ra te  p o w e r  and 
p ro v id e  hea t. In  a d d it io n , f ie ld  p e rson ne l m ust c a rry  fu e l w ith  them  d u r in g  e x ten de d  tr ip s  to  

f ie ld  lo c a tio n s . V ir tu a l ly  e v e ry  one o f  these o p e ra tio n s  w o u ld  be c o v e re d  b y  the  p roposed  
ru le m a k in g .

Effect on Rural Villages
T h e  p ro p o se d  ru le m a k in g  c o u ld  c lose  ru ra l schoo ls , c o m p e l ru ra l c o m m u n it ie s  to  abandon  

e le c tr ic  p o w e r  g e n e ra tio n  fa c il i t ie s ,  and  fo rc e  ru ra l res iden ts  in to  fu r th e r  p o v e r ty . T h e re  are 

no  p ra c tic a l a lte rn a tiv e s  to  d ie s e l-p o w e re d  e le c tr ic a l g e n e ra tio n  to  m o s t A la s k a  v il la g e s  due to 

the l im ite d  e x te n t o f  e le c tr ic a l in te r tie s . Besides the  e c o n o m ic  e ffe c t,  s o c ia l im p lic a t io n s  
w o u ld  be s ig n if ic a n t.  R educed  a v a i la b il i ty  o f  fu e l w o u ld  s u b s ta n t ia lly  c u r ta i l  subs is tence  

a c t iv it ie s .

C o n s id e r ju s t  the  e ffe c t the  ru le m a k in g  w o u ld  have on  the  o p e ra to rs  o f  th e  325 ta n k  fa rm s  

lo ca te d  in  ru ra l A la s k a . T h e  to ta l c a p a c ity  o f  a ll  o f  these ta n k  fa rm s  is  a p p ro x im a te ly  1.5 

t im e s  the  a m o u n t o f  o i l  s p ille d  b y  Exxon Valdez, ye t ru ra l A la s k a  w o u ld  be b u rd e n e d  w ith  

the  task o f  p ro v id in g  n e a rly  $48  b i l l io n  o f  f in a n c ia l re s p o n s ib il ity .

A s  an e x a m p le  o f  the  e ffe c ts  the  p ro po sed  ru le m a k in g  w o u ld  have on  ru ra l A la s k a , c o n s id e r 

the  N a t iv e  v i l la g e  o f  C h e v a k , loca te d  in  the Y u k o n -K u s k o k w im  d e lta . T h e  p o p u la t io n  base 

o f  a p p ro x im a te ly  600  p e o p le  is n o t e no ug h  to  s u p p o rt the  costs o f  o b ta in in g  p ro o f  o f  f in a n c ia l 

re s p o n s ib il ity  fo r  fa c ili t ie s  w h ic h  han d le  o r  s to re  o i l  o r  o i l  p ro d u c ts . C o n s e q u e n tly , the 

v i l la g e ’ s e ig h t ta n k  fa rm s  w o u ld  have  to  c lose . In d iv id u a l ta n k  fa rm s  a re  ope ra te d  b y  the 

v i l la g e  s c h o o l, the  lo c a l g o v e rn m e n t, the  e le c tr ic  u t i l i t y ,  a N a t iv e  c o rp o ra t io n , .a n d  a p r iv a te  

e n t ity .  T h e  p ro po sed  ru le m a k in g  w o u ld  l im i t  o r  shut d o w n  o p e ra tio n s  a t the  s c h o o l. T h e  

e le c tr ic  u t i l i t y  w o u ld  no lo n g e r  be ab le  to  genera te  p o w e r f ro m  d ie se l fu e l.  T h e  a h p o r t  

w o u ld  have to  c lose , th e re b y  l im i t in g  re s id e n ts ’ co n ta c t w ith  the res t o f  A la s k a . F u e l w o u ld  

n o t be a v a ila b le  to  p o w e r  v e h ic le s . R es iden ts  w o u ld  have to  scavenge a lim ite d  s u p p ly  o f  

d r i f tw o o d  to  fu e l w o o d  s toves. S ubs is tence  a c tiv it ie s  w o u ld  be c u r ta ile d  because the v il la g e rs  

w o u ld  no  lo n g e r  be  ab le  to  o b ta in  fu e l to  p o w e r o u tb o a rd  m o to rs  o r  s n o w  m ach in e s .

T h e  d e s c r ip tio n  o f  the  e ffe c ts  o f  the  p roposed  ru le m a k in g  on  the res ide n ts  o f  C h e v a k  appears 

to  be a b s u rd , h o w e v e r , th is  sce n a rio  is  a p la u s ib le  re s u lt o f  im p le m e n tin g  the ru le m a k in g  as 

M M S  c u r re n t ly  p roposes. E f fe c t iv e ly ,  the  res iden ts  o f  th is  and  o th e r ru ra l A la s k a  

c o m m u n it ie s  w o u ld  be fo rc e d  lo  accep t a m uch  reduced  s tandard  o f  l iv in g  because o f  a 

senseless g o v e rn m e n t s ta nd a rd . Im p le m e n t in g  the p roposed  ru le m a k in g  w o u ld  increase  ru ra l 

p o v e r ty , e n co u ra g e  d e p o p u la tio n  o f  v il la g e s , and  decrease hea lth  c o n d it io n s  and l i fe  
e x p e c ta n cy .

Effect on G o v e r n m e n t  Operations
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Effect on the Oil Industry

Requiring p ro o f o f  financial responsibility o f $150 million fo r responsible parties in the oil 
industry also w ill have negative effects, not only on Alaska but on the nation as well. While 
large oil cumpanies may be able to meet this requirement, the smaller companies can not.
The proposed regulations would force smaller companies to abandon operations in Alaska 
and throughout the lower 48 states. This result is entirely inconsistent with the 
Administration’ s stated goals o f reducing imports, stimulating domestic production, reducing 
our balance o f  trade and general stimulating the domestic economy.

Fo r example, none o f the companies providing drilling services on the North Slope are likely 
to be able to obtain $150 million o f  p roo f o f financial responsibility. Sim ilarly, geophysical 
survey companies which must store and transport fuel would be adversely affected. These 
companies transport fuel fo r use in completing remote seismic surveys. Likewise, the 
proposed rulemaking could lead to the shut down o f other o il field support contractors who 
work on the North Slope and in A laska’ s Cook Inlet region. Without the support provided 
by these small companies, lessees would have to provide these services, tlie cost o f  which 
would affect decisions regarding abandonment and production o f marginal oil fields.

The proposed rulemaking would provide yet another disincentive fo r offshore oil and gas 
exploration in an area already characterized by high costs and low returns. Alaska is 
experiencing a decline in offshore exploration activities. Generally, implementation o f  this 
rulemaking would simply hasten the exodus o f  domestic explorationists. A reduction in 
domestic o il exploration and production would result in a tremendous loss o f employment, 
add a greater burden on government to provide social services to unemployed workers, lead 
to greater dependence on foreign o il, and compromise national security.

Implementation o f  the proposed rulemaking would result in a further loss o f federal and State 
o il and gas revenues. A decrease in production would result in decrease royalties. 
Considering remaining o il production, wellhead prices could rise due to increased costs to 
producers to provide the necessary p roo f o f financial responsibility.

USE OF ALASKA FINANCIAL RESPONSIBILITY REQUIREMENTS

Section 1019 o f  OPA 90 provides for state enforcement o f  financial responsibility 
requirements in State navigable waters. We encourage the substitution o f  current State o f 
Alaska financial responsibility requirements fo r those operations located in or under State 
navigable waters.

The financial responsibility requirements in Alaska are some o f  the most comprehensive in 
the world. They take into account varying levels o f  risk associated with each category o f  
operator and differentiate between crude and noncrude oil. In addition, operators storing less 
than 5 ,000  barrels o f  crude o il, o r less than 10,000 barrels o f  noncrude oil are exempt from 
financial responsibility requirements. Only tankships would be required by State law to



p r o v id e  $ 1 5 0  m il l io n  o r  g r e a t e r  p r o o f  o f  f in a n c ia l  r e s p o n s i b i l i t y .  A la s k a  la w  r e q u i r e s  c r u d e  

o i l  p ip e l in e s  a n d  o f f s h o r e  e x p l o r a t io n  a n d  p r o d u c t i o n  f a c i l i t i e s  to  p r o v id e  p r o o f  o f  f in a n c ia l  

r e s p o n s ib i l i t y  o f  $ 5 0  m i l l io n .

I t  m a y  a l s o  b e  a p p r o p r i a t e  to  c o n s id e r  im p le m e n ta t io n  a p p r o v e d  m e th o d s  o f  p r o v id in g  p r o o f  

o f  f in a n c ia l  r e s p o n s ib i l i t y  in  A la s k a  w a te r s  a s  o u t l i n e d  in  s t a tu te  (A S  4 6 . 0 4 .0 4 0 )  a n d  in  th e  

A la s k a  A d m in i s t r a t i v e  C o d e  (1 8  A A C  7 5 .2 0 5  e t .  s e q . ) .  W h e n  d e v e lo p in g  . i ts  a p p r o v e d  

m e a n s  o f  p r o v id in g  p r o o f  o f  f in a n c ia l  r e s p o n s ib i l i t y ,  th e  S t a t e  o f  A la s k a  w o r k e d  w ith  th e  o i l  

a n d  in s u r a n c e  in d u s t r i e s  a n d  o th e r  in te r e s te d  p a r t i e s  to  a s s u r e  th e s e  p r o v i s io n s  w e r e  

r e a s o n a b le ,  p r a c t '^ a l  a n d  e f f e c t iv e .

UNCERTAINTY RELATING TO THE PROPOSED RULEMAKING

U n c e r t a in ty  r e g a r d in g  w h o  is  c o v e r e d  b y  th e  p r o p o s e d  r e g u la t i o n s  is  e x e m p l i f i e d  in  M M S  

d o c u m e n ts  c o n c e r n in g  th e  p r o p o s e d  r u le m a k in g .  F o r  e x a m p le ,  th e  u n d a te d  n e w s  r e le a s e  

f r o m  th e  A la s k a  O C S  R e g io n  w h ic h  a c c o m p a n ie d  th e  A u g u s t  2 5 ,  1 9 9 3  M M S  n e w s  r e le a s e  

s t a te s  th a t  th e  f in a n c ia l  r e s p o n s ib i l i t y  r e q u i r e m e n t s  c o u ld  a f f e c t  f a c i l i t i e s  w h ic h  h a n d le  o i l  o r  

o i l  p r o d u c t s  in c lu d in g  f e d e r a l ,  s t a t e ,  m u n ic ip a l  a n d  p r iv a t e  f a c i l i t i e s .  D u r in g  o u r  m e e t in g  

w i th  M M S  p e r s o n n e l  f r o m  W a s h in g to n  D . C . ,  w e  w e r e  in f o r m e d  th a t  f e d e r a l  f a c i l i t i e s  w o u ld  

n o t  b e  a f f e c te d  b y  th e  p r o p o s e d  r u l e m a k in g .  W h e n  a d d r e s s in g  w h o  w i l l  b e  a f f e c t e d ,  b o th  th e  

Advanced Notice a n d  c o m m e n t s  m a d e  b y  M M S  p e r s o n n e l  s u g g e s t  c e r t a in  g r o u p s  " m a y "  b e  

a f f e c t e d .  I t  is  d i f f i c u l t  to  p r o v id e  m e a n in g f u l  c o m m e n t s  o n  p r o p o s e d  r e g u la t i o n s  w h e n  i t  is  

u n c e r t a in  w h o  th e s e  r e g u la t io n s  a r e  in te n d e d  to  a f f e c t .

I t  a p p e a r s  th a t  M M S  is  a l s o  u n c e r t a in  r e g a r d in g  C o n g r e s s io n a l  in te n t .  W h e n  a d d r e s s in g  

in t e n t ,  M M S  p e r s o n n e l  r e f e r e n c e d  th e  O P A  9 0  C o n f e r e n c e  R e p o r t ,  b u t  i t  is  u n c l e a r  w h a t  

o th e r  s o u r c e s  h a v e  b e e n  in v e s t ig a te d  to  d e t e r m in e  C o n g r e s s io n a l  i n te n t .  I t  a l s o  a p p e a r s  th a t  

l im i ta t io n s  im p o s e d  b y  th e  d e f in i t io n  o f  " r e s p o n s ib l e  p a r ty "  h a v e  n o t  b e e n  c a r e f u l ly  

c o n s id e r e d .  B e c a u s e  th is  p r o p o s e d  r u le m a k in g  c o u ld  p o te n t i a l l y  c r ip p l e  c o m m e r c e  w i th in  

A la s k a  a n d  o t h e r  s t a t e s ,  w e  u r g e  M M S  to  a d o p t  a  m o r e  p r a c t i c a l  a p p r o a c h  a n d  r e e v a lu a te  i ts  

p r e l i m in a r y  d e t e r m in a t io n  o n  th e  j u r i s d i c t i o n a l  r e q u i r e m e n ts  o f  O P A  9 0 .

CONCLUSION

In  s u m m a r y ,  M M S ’s in te r p r e ta t io n  o f  O P A  9 0  f in a n c ia l  r e s p o n s i b i l i t y  r e q u i r e m e n t s  w o u ld  

p r o f o u n d ly  a f f e c t  A la s k a  a n d  o t h e r  s ta te s .  T h e  p r o p o s e d  r u le m a k in g  w o u ld  b e  a n  

u n w a r r a n te d  im p e d im e n t  to  c o m m e r c e  a n d  g o v e r n m e n t  o p e r a t i o n s .  A d d i t i o n a l ly ,  

im p le m e n ta t io n  o f  th e  p r o p o s e d  r u le m a k in g  w o u ld  n o t  p r o v id e  r e a s o n a b l e  p r o te c t io n  o f  th e  

e n v i r o n m e n t .  F a i lu r e  to  p r o v id e  e x e m p t i o n s ,  e x c lu s i o n s  o r  m o d i f i c a t i o n s  to  th e  a p p l i c a t io n  

o f  t h e  p r o p o s e d  r e g u la t io n s  w o u ld  f o r c e  m a n y  g o v e r n m e n t  a g e n c i e s  a n d  p r iv a t e  b u s in e s s e s  

in to  n o n - c o m p l ia n c e .
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Since a large part o f  Alaska is considered navigable waters (i.e ., wetlands), under the 
proposed regulations small businesses and local governments would be required to provide 
$150 million p roof o f  financial responsibility. Most facility operators, however, would not 
be able to obtain this level o f  financial responsibility. Noncompliance would subject them to 
astronomical fines and possible civil and criminal charges. Since most o f  these entities could 
not afford to pay the fines, the proposed financial responsibility requirements would force 
facility owners and government agencies to cease many vital sen/ices.

The State o f  Alaska respectfully requests MMS to restrict its rulemaking fo r the p roo f o f 
financial responsibility portion o f  OPA 90 to those operations and activities traditionally 
within M M S’ s jurisdiction. We appreciate the opportunity afforced by MMS to comment 
and we look forward to the upcoming workshop in Anchorage.

Sincerely,

Paul C. Rusanowski 
Director



WALTER J. HICKEL
C-GVCRNlTR

P O. Box IIOCOI 
J u n e o u ,  A l a n k .a  S9011-CCO1 

1907) ^65-3500

S  T A T E  O F  A L A  S  K A
O F F I C E  O F  T H E  G O V E R N O R  

J UNEAU

January 24, 1994

The Honorable Drue Pearce 
Alaska State Legislature 
State Capitol
Juneau, Alaska 99801-1182 

Dear Senator Pearce:

I endorse the resolution you recently introduced to the Legislature opposing federal 
proof of financial responsibility requirements. Senate Joint Resolution 40 responds to 
a poorly written federal mandate which has been interpreted in such a way as to be 
devastating to Alaska and its people.

The Oil Pollution Act of 1990 requires parties responsible for offshore facilities to 
prove coverage of $150,000,000 to respond to a potential oil spill. While Congress 
may have intended this provision to apply only to offshore oil and gas facilities, the 
ambiguous language of the act has been interpreted by the Minerals Management 
Service to apply to almost all facilities in Alaska. Rulemaking by this federal agency 
could apply to all facilities handling any quantity of oil both offshore or onshore, 
including wetlands.

As you know, much of Alaska is considered wetlands. The coverage required by 
Congress could not be obtained by anyone other than the largest companies. 
Implementation of the proposed Minerals Management Service regulations would have 
a profound negative affect on growth and development in Alaska. The regulations 
would force individuals, private businesses, and government agencies to choose 
between noncompliance or going out of business.

Again, I applauu your efforts to stop this senseless and unnecessary regulation by the 
federal government. You have my full support.

With best regards.

Sincerely,

Walter J^hfickel 
Governor

GOVERNOR'S LETTER OF SUPPORT



R E V I S E D

T E S T I M O N Y  B E F O R E  T H E  S U B C O M M I T T E E  O N  

C O A S T  G U A R D  N A V I G A T I O N  A N D  

S U B C O M M I T T E E  O N  O C E A N O G R A P H Y ,  G U L F  O F  M E X I C O ,  A N D  

T H E  O U T E R  C O N T I N E N T A L  S H E L F ,

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

B Y

T I M O T H Y  M .  H E B E R T  

D E P U T Y  O I L  S P I L L  C O O R D I N A T O R  

O F F I C E  O F  T H E  G O V E R N O R  

S T A T E  O F  L O U I S I A N A  

P .  O .  B O X  9 4 0 9 5  

B A T O N  R O U G E ,  L A  7 0 8 0 4  

P H  ( 5 0 4 )  9 2 2 - 3 2 3 0

O C T O B E R  2 6 ,  1 9 9 3

G o o d  a f t e r n o o n  M r .  C h a i r m a n  a n d  d i s t i n g u i s h e d  s u b c o m m i t t e e  m e m b e r s .  T h e  

S t a t e  o f  L o u i s i a n a  a p p r e c i a t e s  t h e  o p p o r t u n i t y  to  p r e s e n t  t o  y o u  o u r  r e c o m m e n d a t i o n s  a n d  

c o n c e r n s  r e g a r d i n g  C e r t i f i c a t e s  o f  F i n a n c i a l  R e s p o n s i b i l i t y  ( C O F R s )  f o r  a l l  f a c i l i t i e s  

h a n d l i n g  o i l  a n d  o i l  p r o d u c t s  o p e r a t i n g  o n  t h e  O u t e r  C o n t i n e n t a l  S h e lf , ,  a s  p r o v i d e d  f o r  

in  t h e  O i l  P o l l u t i o n  A c t  o f  1 9 9 0  ( O P A  ’9 0 ) .

INTRODUCTION

A  l o t  o f  p e o p l e  a s s o c i a t e  o f f s h o r e  p r o d u c t i o n  w i th  o i l  s p i l l s  - -  t h e y  s p e c i f i c a l l y  c i te  

t h e  1 9 8 9  s p i l l  in  P r i n c e  W i l l i a m  S o u n d ,  n e a r  V a l d e z ,  A l a s k a .  H o w e v e r ,  t h e  i m p o r t a n t  

p o i n t  to  r e m e m b e r  a b o u t  t h e  V a l d e z  i n c i d e n t  is  t h a t  i t  w a s  c a u s e d  b y  o i l  s p i l l e d  f r o m  a  

t a n k e r  — i t  w a s  n o t  c a u s e d  b y  o f f s h o r e  p r o d u c t i o n  o r  p r o d u c t i o n  o n  o r  n e a r  a  w a t e r b o d y .

T.M. HUBERT, STATE OF LOUISIANA 
CONGRESSIONAL TESTIMONY



And while virtually all imported oil must be brought into this country by tanker, 95% of 

offshore oil, and most oil and gas produced on or near a waterbody, is brought ashore 

by pipeline.

Tankers and imported oil are where the environmental concerns should primarily 

lie. Tankers are responsible for about 45% of the oil discharged into the world’s oceans, 

while world wide drilling operations are the source of only 1.5% of oil discharges. The 

contribution to global marine oil pollution from U.S. offshore production is less than one- 

tenth of one percent.

In the Gulf of Mexico, particularly in Louisiana state waters, the spill record from 

production facilities is equally superior. The risk of a spill caused by offshore production 

is continually being reduced by the invention of innovative spill prevention devices and 

the onslaught of spill prevention regulations [ romulgated in recent years. Just recently, 

a major oil company operating in Louisiana waters advised the MMS that its worst case 

discharge from an offshore production facility was 23,000 barrels of oil. Compared to 

the. Jahre Viking, a tanker capable of carrying 4.5 million barrels of oil and which calls 

in the Gulf of Mexico, both the threat of a production related spill and the potential 

damages associated therewith are relatively minimal.

2



M M S ’ P r e l i m i n a r y  I n t e r p r e t a t i o n  o f  t h e  E x t e n t  o f  t h e  G e o g r a p h i c  J u r i s d i c t i o n  

t o  w h i c h  t h e  A N P R M  a p p l i e s  i s  e x c e e d i n g l y  b r o a d  a n d  i s  i n c o n s i s t e n t  w i t h  t h e  

l e g i s l a t i v e  i n t e n t  o f  O P A  ’9 0 .

OPA ’90 Section 1016(c) provides, ir pertinent part, as follows: "... each 

responsible party with respect to an offshore facility shall establish and maintain evidence 

responsibility of $150,000,000 ..."

The proposed regulations would be surprisingly broad in the', they would apply to 

far more facilities than v/hat is commonly considered "offshore" or OCS facilities. MMS 

has initially interpreted OPA ’90 as requiring proof of financial responsibility for all 

offshore facilities in, on, or under U.S. navigable waters. As the Federal Register notice 

states, OPA ’90:

defines U.S. navigable waters as the waters of the U.S. including Hr: iuiitorial 

sea. This includes all of the states of the U.S., the District of Columbia, the 

Commonwealth of Puerto Rico Guam, American Samoa, the United States Virgin 

Islands, the Commonwealth of the Northern Marianas and any other territory or 

possession of the U.S.



T l i i s  b r o a d  d e f i n i t i o n  o f  " o f f s h o r e  f a c i l i ty "  w o u ld  s e e m  to  m a k e  e v e r y  m a r i n a  a n d  

f u e l  d o c k  in  t h e  c o u n t r y ,  e v e r y  p i p e l i n e  t h a t  c r o s s e s  in la n d  n a v i g a b l e  w a t e r s ,  a n d  f a c i l i t ie s  

a n d  p i p e l i n e s  l o c a t e d  in  w e t l a n d s  s u b j e c t  to  t h e s e  f in a n c i a l  r e q u i r e m e n t s .  A s  a n  e x a m p le  

o f  t h i s  b r o a d - r e a c h i n g  s c o p e  o f  " o f f s h o r e  f a c i l i t i e s "  t h e  n o t i c e  o f f e r s  t h a t :

" a  c o m p a n y  o p e r a t i n g  a  p e t r o l e u m  p ip e l in e  t h a t  c r o s s e s  th e  O h i o  R i v e r  b e lo w  

P i t t s b u r g h ,  P e n n s y l v a n i a ,  w o u ld  b e  s u b je c t  to  th e  $ 1 5 0  m i l l i o n  f in a n c ia l  

r e s p o n s i b i l i t y  p r o v i s i o n s  o f  th e s e  r u l e s  a s  w o u ld  t h e  o p e r a t o r  o f  a n  o i l  w e l l  in  th e  

G r e a t  L a k e s . "

C l e a r l y ,  t h e r e  i s  a b s o l u t e l y  n o  m a n i f e s t a t i o n  o f  l e g i s l a t iv e  i n t e n t  w h a t s o e v e r  i n  O P A  ’9 0  

t h a t  C o n g r e s s  i n t e n d e d  to  b u r d e n  th e s e  t y p e  o f  " i n l a n d / o n s h o r e "  o p e r a t i o n s  w i t h  $ 1 5 0  

m i l l i o n  o f  f i n a n c i a l  r e s p o n s i b i l i t y .  I n  f a c t ,  th e  c o n s i s t e n t  u n d e r s t a n d i n g  o f  a ll 

c o n g r e s s i o n a l  c o m m i t t e e s  e n g a g e d  in  O P A ’s d e v e l o p m e n t  w a s  t h a t  r e q u i r e m e n t s  

a p p l i c a b l e  t o  o f f s h o r e  f a c i l i t i e s  w e r e  l im i te d  to  th e  c o n t e x t  o f  o i l  p r o d u c t i o n  o p e r a t i o n s  

o n  t h e  O u t e r  C o n t i n e n t a l  S h e l f .  A n y o n e  in v o lv e d  in  O P A ’s  d e v e l o p m e n t  u n d e r s t u ^ a  t h a t  

i t  r e p r e s e n t e d  a  c o n s o l i d a t i o n  o f  f o u r  s e p a r a t e  f e d e r a l  o i l  s p i l l  t i t l e s  -  T h e  C l e a n  W a t e r  

A c t ,  T h e  T r a n s - A l a s k a  P i p e l i n e  A u t h o r i z a t i o n  A c t ,  T h e  D e e p  w a t e r  P o r t  A c t ,  a n d ,  

r e l e v a n t  h e r e ,  T h e  O u t e r  C o n t i n e n t a l  S h e l f  L a n d  A c t  ( O C S L A ) ,  w h i c h  is  t h e  h i s to r i c  

g e n e s i s  f o r  t h e  l i a b i l i t y  a n d  i n s u r a n c e  r e q u i r e m e n t s  f o r  o f f s h o r e  f a c i l i t i e s  i n  O P A .  T h u s ,  

in  e n a c t i n g  O P A ,  C o n g r e s s  r e p e a l e d  t i t l e  I I I  o f  O C S L A ,  a n d  r e p l a c e d  t h o s e  r e q u i r e m e n t s  

f o r  l i a b i l i t y  a n d  i n s u r a n c e  f o r  " o f f s h o r e  f a c i l i t i e s "  w i th  th o s e  i n  O P A  f o r  " o f f s h o r e



facilities". There is no evidence of any congressional intent to extend these historic 

OCSLA requirements to onshore facilities.

Without delving into a detailed, intricate legal analysis, the State of Louisiana 

respectfully asserts that MMS’ expansive, initial legal interpretation of OPA Section 

1016(c) is erroneous. First, this interpretation places an inordinate emphasis on the 

generic statutory definitions for "offshore facility", "facility" and "navigable waters" 

while ignoring the specific and controlling definition of a "responsible party for an 

offshore facility" (OPA Section 1001(32)(C)) which is obviously narrowed to the context 

of facilities engaged in OCS oil leasinj activity, referring as it does, to only three 

potential types of entities: "lessee", "permittee", or "the holder of a right of use and 

easement granted under applicable state law or the Outer Continent Lands Act." 

Additionally, MMS’ interpretation incorrectly ignores OPA’s distinction between an 

"onshore facility" and an "offshore facility." However, OPA’s legislative history 

contains the following clarifying statement concerning "onshore facilities’:

"To the extent that docks, piping, wharves, piers, and other similar appurtenances 

that rest on submerged land and that are directly or indirectly connected to a land 

based terminal arc deemed to the part of an onshore facility under the FWPCA, 

they are likewise deemed to be part of an onshore facility under the Conference 

Substitute, (emphasis added). £L Conf. Rep. No. 653, 101st Cong., 2nd Sess., 

102 (1990)."
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T h u s ,  M M S  i n c o r r e c t l y  in c lu d e s  " o n s h o r e  f a c i l i t i e s "  s u c h  a s  p i p e l i n e s  c r o s s i n g  in la n d  

r i v e r s ,  s t o r a g e  t a n k s ,  m a r i n a s ,  a n d  th e  l i k e  w i t h i n  t h e  p u r v i e w  o f  " o f f s h o r e  f a c i l i t i e s . "  

M o r e o v e r ,  t h e  R e p o r t  o f  t h e  S e n a te  C o m m i t t e e  o n  t h e  E n v i r o n m e n t  a n d  P u b l i c  W o r k s ,  

a t  p a g e  1 6 ,  s t a t e s ,  i n  p e r t i n e n t  p a r t ,  a s  f o l l o w s :  " T h e r e  i s  n o  r e q u i r e m e n t  f o r  s h o w in g  

e v i d e n c e  o f  f i n a n c i a l  r e s p o n s i b i l i t y  f o r  o n s h o r e  f a c i l i t i e s .  * ‘

W h i l e  t h e  f o r e g o i n g  a n a ly s i s  is  n o t  i n t e n d e d  t o  b e  d e f i n i t i v e  n o r  e x h a u s t i v e ,  i t  i s  

a t  l e a s t  a n  i n d i c a t i o n  th a t  s o m e t h i n g  i s  a w r y  in  t h e  i n i t i a l  i n t e r p r e t a t i o n  g i v e n  to  O P A  

S e c t i o n  1 0 1 6 ( c )  b y  th e  M M S .  A t  a  m i n i m u m ,  t h e  S t a t e  o f  L o u i s i a n a  r e s p e c t f u l l y  u r g e s  

t h e  M M S  t o  c o n f i n e  th e  a p p l i c a t i o n  o f  i t s  f i n a n c i a l  r e s p o n s i b i l i t y  r e q u i r e m e n t s  to  th o s e  

" o f f s h o r e  f a c i l i t i e s "  w h ic h  a r e  e n g a g e d  in  t h e  e x p l o r a t i o n  a n d  p r o d u c t i o n  o f  o i l  o n  th e  

O u t e r  C o n t i n e n t a l  S h e l f  ( O C S ) ,  a t  t h e  p r e v i o u s  $ 3 5  m i l l i o n  f i n a n c i a l  r e s p o n s i b i l i t y  l e v e l .

F i n a l l y ,  n e e d l e s s l y  e x p a n d i n g  S e c t i o n  1 0 1 6 ( c )  t o  i n c l u d e  a l l  f a c i l i t i e s ,  w h e t h e r  

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

p r e v e n t  a n  o i l  s p i l l  f r o m  o c c u r r i n g .

*S. R ep . No. 9 4 , 1 0 1 s t  C o n g ., 1 s t  S e s s .  16 ( J u ly  28 , 1 9 8 9 ) .
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The need for increasing the amount of COFRs for offshore facilities as well 

as the necessity of COFRs for offshore facilities needs to be re-analyzed. Factors 

which need to be taken into account include: spill risk, micro-economics of oil 

production and the existence o f various industry oil spill contingency funds.

T h e  e s t a b l i s h m e n t  o f  a  v i r t u a l l y  l i m i t l e s s  s o u r c e  o f  n o n - f e d e r a l  r e s p o n s e  f u n d s ,  th e  

O i l  S p i l l  L i a b i l i t y  T r u s t  F u n d ,  c o m p l e t e l y  a d d r e s s e s  t h e  c o n c e r n s  r a i s e d  in  t h i s  s e c t io n  

c o n c e r n i n g  f a c i l i t i e s .  T h e  N a t u r a l  G a s  a n d  O i l  i n d u s t r y  is  p a y i n g  f o r  t h i s  f u n d  f ro m  

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

T h e  t o p  15  f a c i l i t y  s p i l l s  i n  h i s t o r y  c o m b i n e d  ( e v e n  i n  ’9 2  d o l l a r s )  t o t a l  o n ly  a  

m e r e  f r a c t i o n  o f  r e s p o n s e  c o s t s  a n d  d a m a g e s  in  t h e  V a l d e z  s p i l l .  A s  y o u  c a n  s e e ,  th e  

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

r e p l e n i s h e d  w h e n e v e r  n e e d e d .  M o s t  o f  t h e s e  to p  1 5  f a c i l i t y  s p i l l s  a l s o  o c c u r r e d  b e f o r e  

t h e  c u r r e n t  o p e r a t i n g  e q u i p m e n t  a n d  p r o c e d u r e s  w e r e  i n  p l a c e .  F u r t h e r ,  o p e r a t i o n s  to d a y  

p o s e  a  d e c l i n i n g  r i s k  o f  a c c i d e n t s .

Assuming that MMS* interpretation of OPA Section 1016(c) is upheld and a 

Final Rule is promulgated, the U.S., the State of Louisiana and its oil and gas 

industry will be financially and economically devastated.
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L o u i s i a n a  i s  t h e  s e c o n d  m o s t  i m p o r t a n t  e n e r g y  p r o d u c i n g  s t a t e  in  t h i s  c o u n t r y .  W e  

h a v e  b e e n  i n  t h e  n a t u r a l  g a s  a n d  o i l  b u s i n e s s  f o r  o v e r  o n e  h u n d r e d  y e a r s .  I n  1 9 8 1 ,  th e  

S t a t e  o f  L o u i s i a n a ’s  o i l  a n d  g a s  r o y a l t y  a n d  s e v e r a n c e  t a x  r e v e n u e s  a m o u n t e d  to  $ 1 .1  

b i l l i o n  d o l l a r s .  B y  1 9 9 2 ,  t h a t  f i g u r e  h a d  d e c l i n e d  to  $ 6 4 0  m i l l i o n .  S i n c e  t h e  " o i l  b u s t "  

i n  t h e  m id  1 9 8 0 ’s ,  L o u i s i a n a  h a s  l o s t  o v e r  7 0 , 0 0 0  o f  i t s  1 3 0 ,0 0 0  o i l  a n d  g a s  r e l a t e d  j o b s .  

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

o v e r  4 5 0 , 0 0 0  j o b s  l o s t .  I n  1 9 9 3 ,  t h e  L o u i s i a n a  o i l  a n d  g a s  i n d u s t r y  o n ly  e m p l o y s  6 0 ,0 0 0  

r e s i d e n t s .  A c c o r d i n g l y ,  t h e  $ 1 5 0  m i l l i o n  f i n a n c i a l  r e s p o n s i b i l i t y  m u s t  b e  r e d u c e d  t o  a  

l e v e l  o f  a s s u r a n c e  t h a t  i s  c o m m e n s u r a t e  w i t h  t h e  l e v e l  o f  r i s k  a s s o c ia te d  w i th  t h e  a c t i v i t y .

A c c o r d i n g  t o  D r .  R o b e r t  B a u m a n n  a t  t h e  L S U  C e n t e r  f o r  E n e r g y  S t u d i e s ,  th e  

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

i n d u s t r y  in  L o u i s i a n a .  T h e r e  a r e  a p p r o x i m a t e l y  2 , 0 0 0  o i l  a n d  g a s  o p e r a t o r s  p r e s e n t l y  in  

o u r  s t a t e .  A s s u m e  t h a t  a n  o p e r a t o r  is  r e a l i z i n g  a  n e t  o p e r a t i n g  p r o f i t  o f  $ 3  p e r  b a r r e l  a n d  

t h a t  t h e  p r e l i m i n a r y  c o s t  e s t i m a t e s  f o r  s u r e t y  b o n d s  ( w h i c h  w e  d o u b t  can be o b t a i n e d )  to 

s a t i s f y  C O F R  r e q u i r e m e n t s  u n d e r  S e c t i o n  1 0 1 6 ( c )  a r e  a s  f o l lo w s :



Large
Major

Mid-size
Major
Large
Independent

Small
Independent

Base Cost (A)
(per $1000 of 
coverage per year)

$5 $10 $20-100

Based upon current production rates in Louisiana and the state of the oil and gas industry

in Louisiana, if Louisiana operators could obtain a $5 base cost per $1000 of coverage 

per year for a surety bond to satisfy the $150 million COFR, only 122 operators would 

be able to afford the coverage.2 If the available price for that same coverage is $10, then 

only seventy operators could afford that coverage. Finally, if the available price for that 

coverage is $20 only thirty-se\ :n operators in Louisiana could afford that coverage! 

Simply put, the COFR requirements as contemplated by MMS would devastate 

Louisiana’s economy and state government! In particular, Louisiana’s twelve coastal 

parishes which harbor 6700 wells and produce 1.1 billion cubic feet of natural gas and 

140 million barrels of oil pe ' year could cease to exist as financially viable politica, 

subdivisions and cultural centers. In addition, the Caddo-Pine Island field, a field in 

north Louisiana which has been in production since 1910, would completely shut down. 

Since no major oil companies operate in that field, every well in that field would cease 

operations.

^ T h e s e  e s t i m a t e s  a r e  b a s e d  on  a n  a s s u m e d  p r o f i t  m a r g i n  and  r a t e  
o f  p r o d u c t i o n  p e r  o p e r a t o r .
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This one, small section of this Act could totally destroy our state and industry as 

we know it. Extremely significant resources will be abandoned in the ground, much of 

it permanently lost, if this rule is promulgated. Thousands of jobs will be lost in the 

industry and untold more with its collapse. And again, all this for a provision that is 

unrealistic and unimplementable.

The United States, by direct past action in law and regulations, has placed its 

critically important domestic production needs largely in the hands of independent 

producers. Our entire economy is based on dependable access to domestic production. 

This unneeded overkill of financial guarantees will destroy the very segment of the 

industry wc have turned to and in doing so, threatens our national security.

Also, this issue is equally destructive to manufacturers, public and private utility 

companies, all transportation industries, and just about every parish and county in every 

State in the country. No local governments arc exempt. Every train line, trucking 

company, port authority, and most bridges would be shut down.

The cessation of production is tantamount to a loss in royalties and taxes. Thus, 

the State of Louisiana will suffer substantial damages from this federal takings in lost 

royalties and taxes. Is it the intention of the federal government to remedy this? That 

will be a tall order considering all states and territories will be as severely impacted.

1 0



It is no exaggeration to state that the full promulgation of this proposed rule will 

send this country, and send Louisiana, too, into a depression that will make the thirties 

look like a mild recession. This Section is so needlessly far reaching that it is impossible 

to see how it can be regulated and enforced. It is quite apparent that Section 1016(c) 

does not take into account the fact that all facilities are not identical, either in size, 

location or capacity to prevent or contain oil spills and minimize tlie amount of oil that 

may reach the environment.

The availability of legitimate options for demonstrating financial responsibility is 

severely restricted.

After an informal survey of numerous oil and gas operators in Louisiana, the 

reality is that no commercial entity, has come forth to date willing to accept the potential 

application of direct action under financial responsibility regulations. For example, surety 

companies strongly object and will not submit to any direct action requirements in these 

MMS regulations. The banking community vis a vis letters of c redit shno Lhir concern. 

A medium sized major company recently received a priced quotation of a $5.4 million 

per year for a $150 million insurance policy with a $20 million deductible. Additionally, 

it is estimated that only one third of the 300 largest U.S. publicly traded oil and gas 

producing companies have adequate financial resources to self-insure. It is quite obvious 

that the potential ways for demonstrating financial responsibility under Section 1016(c) 

arc not yet commercial realities to the very people required by law to obtain them. This,
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too, is a frightening thought. It is incumbent upon MMS to utilize whatever 

administrative flexibility it possesses to seek commercially viable solutions which redress 

the difficulty, and in some instances - impossibility, of obtaining COFR’s under the 

present regulatory scheme. If such flexibility will not take place or cannot take place, 

for whatever reason, then the regulatory scheme itself must be changed.

CONCLUSION

The State o f Louisiana is also concerned that most other states are unaware that 

they are all negatively impacted by this provision. The fact that MMS is handling this 

issue and that hearings are only scheduled in Louisiana, Texas, California and possibly 

in Alaska and Pennsylvania in 1994, has led most states to believe this is strictly an 

offshore or oil and gas issue, which it definitely is not.

We respectfully urge these subcommittees to fully inform the appropriate federal 

agencies of the potential negative impacts of this ANPRM and solicit their comments as 

well.

Now is not the time to point fingers or attempt to lay blame as to why we arc in 

this dilemma. Nor is it the lime for parties to begin strategizing how to take back his or 

her pound of flesh lost somewhere in the OPA '90 process, if and when, OPA ’90 is

1 2



revisited to resolve the problems encountered with tlie implementation of Section 1016(c). 

On the contrary, now is the time for all concerned to come together for the common good 

of ensuring our nation’s economic stability and protecting the environment through 

cooperative dialogue with sound judgment and realistic facts dominating the process. 

This was made clear in the OPA conference report on Section 1016 which urged 

regulators to issue policy defenses necessary, "...to foster a continued market for 

providers of financial responsibility". This evidences Congress’ intent that the financial 

responsibility regulations be consistent with commercial realities.

The State of Louisiana welcomes this opportunity to provide testimony before fhese 

subcommittees. We are eager to work with the MMS and the subcommittees’ staff to 

develop specific administrative and legislative solutions to the problems outlined above 

and those which we may encounter in the future. I will be pleased to answer any 

questions.



O P E N I N G  S T A T E M E N T  

B Y
T H E  H O N O R A B L E  B I L L Y  T A U 2 I N  

C H A I R M A N

C O A S T  G U A R D  A N D  N A V I G A T I O N  S U B C O M M I T T E E  

O C T O B E R  2 5 ,  1 9 9 3

G O O D  A F T E R N O O N  L A D I E S  A N D  G E N T L E M E N .  T O D A Y ,  T H E  C O A S T  G U A R D  

A N D  N A V I G A T I O N  S U B C O M M I T T E E  A N D  T H E  O C E A N O G R A P H Y ,  G U L F  O F  

M E X I C O ,  A N D  T H E  O U T E R  C O N T I N E N T A L  S H E L F  S U B C O M M I T T E E  A R E  H E R E  

T O  C O N D U C T  A N  O V E R S I G H T  H E A R I N G  O N  T H E  O I L  P O L L U T I O N  A C T  

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

O F F S H O R E  F A C I L I T I E S .  I  W A N T  1*0 T A K E  T H I S  T I M E  T O  T H A N K  

C O N G R E S S M A N  O R T I Z ,  C H A I R M A N  O F  T H E  O C E A N O G R A P H Y  S U B C O M M I T T E E  

F O R  H I S  P A R T I C I P A T I O N  A N D  A S S I S T A N C E  I N  T H I S  H E A R I N G .  I W O U L D  

A L S O  L I K E  T O  T H A N K  T H E  S T A F F  W H O  H A V E  H E L P E D  I N  P R E P A R I N G  F O R  

T H I S  H E A R I N G .

O N  A U G U S T  2 5 ,  1 9 9 3 ,  T H E  M I N E R A L S  M A N A G E M E N T  S E R V I C E  P U E L I S H E D  

A N  A D V A N C E D  N O T I C E  O F  P R O P O S E D  R U L E M A K I N G  A N N O U N C I N G  T H E  

P R O C E S S  O F  D E V E L O P I N G  N E W  R E G U L A T I O N S  T O  I M P L E M E N T  T H E  O I L  

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

F A C I L I T I E S .  C U R R E N T L Y ,  M M S  I S  R E C E I V I N G  C O M M E N T S  O N  T H I S  

I S S U E  U N T I L  D E C E M B E R  2 4 ,  1 9 9 3 .

I T  I S  A P P A R E N T  F R O M  T H E  C O N C E R N S  I H A V E  A L R E A D Y  H E A R D  T H A T  

T H I S  R U L E M A K I N G  I S  F A R - R E A C H I N G  A N D  W I L L  H A V E  D R A S T I C  I M P A C T S  

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

S T A T E S .  T H E  A C T  R E Q U I R E S  T H A T  C E R T I F I C A T E S  O F  $ 1 5 0  M I L L I O N  

W O R T H  O F  C O V E R A G E  A R E  N E E D E D  F O R  O F F S H O R E  F A C I L I T I E S  I N  O R D E R  

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

A N D  N A V I G A B L E  W A T E R S ,  M M S  H A S  H A D  T O  D E V E L O P  A  \ E R Y  B R O A D  

R U L E M A K I N G .

Y O U  W I L L  H E A R  T O D A Y ,  T H A T  T H E S E  R U L E S  W I L L  B E  A P P L I C A B L E  T O  

M A R I N A S ,  O I L  S T O R A G E  F A C I L I T I E S ,  T R U C K S  C A R R Y I N G  O I L  P R O D U C T S ,  

A N D  I N L A N D  P I P E L I N E S .  T H E  U N D E R L Y I N G  R E A S O N  W H Y  T H E S E  R U L E S  

A R E  B E I N G  P R O P O S E D  F O R  S U C H  B R O A D  A P P L I C A T I O N  I S  T H E  

D E F I N I T I O N  O F  T H E  T E R M  " N A V I G A B L E  W A T E R S "  A S  U S E D  I N  T H E  C L E A N  

W A T E R  A C T .  I W A N T  T O  R E M I N D  M E M B E R S  T H A T  T H I S  D E F I N I T I O N  H A S  

C A U S E D  T H E  C U R R E N T  C O N T R O V E R S Y  O V E R  E X T E N D I N G  T H E  D E F I N I T I O N  

O F  W E T L A N D S  T O  A R E A S  T H A T  W E  O F T E N  T H I N K  O F  A S  D R Y .  T H E  O I L  

P O L L U T I O N  A C T  A D O P T S  T H E  I D E N T I C A L  D E F I N I T I O N  O F  " N A V I G A B L E "  

W A T E R S  A S  T H E  F E D E R A L  W A T E R  P O L L U T I O N  C O N T R O L  A C T .  T H E  

C O N G R E S S  R E D E F I N E D  T H E  T E R M  " N A V I G A B L E "  W A T E R S  T O  M E A N  " W A T E R S  

O F  T H E  U N I T E D  S T A T E S " .  T H I S  T E R M  I N C L U D E S  W E T L A N D S .  O N E  

W O U L D  T H I N K  T H A T  " N A V I G A B L E "  M E A N S  T H E  A B I L I T Y  T O  N A V I G A T E  A  

V E S S E L  O F  S O M E  S O R T  O N  T H E  W A T E R S ,  O R  A T  A  M I N I M U M  T H E  A B I L I T Y  

T O  W A D E  I N  T H E  W A T E R S .  H O W E V E R ,  " N A V I G A B L E "  M E A N S  M E R E L Y  D A M P  

L A N D .  T H I S  H A S  B E E N  T H E  R O O T  C A U S E  O F  T H E  W E T L A N D S  

C O N T R O V E R S Y  A N D  T O D A Y  *S  H E A R I N G  W I L L  D E M O N S T R A T E  T H A T  T H E  

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

D E F I N I T I O N  O F  " N A V I G A B L E  W A T E R S "  C A N  R E S U L T  I N  S E V E R E  

U N I N T E N D E D  C O N S E Q U E N C E S .  ___________

STATEMENT: CONGRESSMAN 11. TAUZLN 
COAST GUARD A NAVIGATION SUBC0MM1IIRK



O U R  F O C U S  T O D A Y  W I L L  B E  O N  G A T H E R I N G  I N F O R M A T I O N  O N  T H E  
P O T E N T I A L  I M P A C T  T H I S  R U L E M A K I N G  W I L L  H A V E ;  T H E  F L E X I B I L I T Y ,

I F  A N Y ,  M M S  M A Y  H A V E  I N  D E V E L O P I N G  T H E S E  R E G U L A T I O N S  T H A T  
W O U L D  B E  A C C E P T A B L E ;  A N D  T H E  P O S S I B L E  S O L U T I O N S .

T H E  C O A S T  G U A R D  H A S  B E E N  S T R U G G L I N G  F O R  T W O  Y E A R S  T O  P R O P O S E  

R U L E S  R E Q U I R I N G  C E R T I F I C A T E S  O F  F I N A N C I A L  R E S P O N S I B I L I T Y  F O R  
V E S S E L S  C A R R Y I N G  O I L  I N T O  U . S .  W A T E R S .  T H E  C O A S T  G U A R D  

S U B C O M M I T T E E  H E L D  A  H E A R I N G  O N  T H A T  I S S U E  I N  N O V E M B E R  O F  1 9 9 1  

A N D  W E  A R E  S T I L L  A T  A N  I M P A S S E .  T H E  I N S U R A N C E  C O M P A N I E S  A R E  
S A Y I N G  T H E Y  W I L L  N O T  P R O V I D E  I N S U R A N C E  T O  V E S S E L S  B E C A U S E  O F  
T H E  R I S K S  I N V O L V E D  A N D  I  S E E  T H E  S A M E  T H I N G  H A P P E N I N G  F O R  
O F F S H O R E  F A C I L I T I E S .

B E F O R E  W E  H E A R  F R O M  O U R  W I T N E S S E S ,  I  W O U L D  L I K E  T O  R E C O G N I Z E  

O T H E R  M E M B E R S  F O R  T H E I R  O P E N I N G  S T A T E M E N T S .  F I R S T ,  I  W O U L D  

L I K E  T O  R E C O G N I Z E  T H E  D I S T I N G U I S H E D  R A N K I N G  M I N O R I T Y  M E M B E R  O F  

T H E  C O A S T  G U A R D  A N D  N A V I G A T I O N  S U B C O M M I T T E E  C O N G R E S S M A N  H O W A R D  
C O B L E .



P r o p o s e d  l i a b i l i t y  b o n d  

r e q u i r e m e n t  s h o c k s  A l a s k a n s

Regulations would require $150 million in liability insurance for any* . .. .. , . . ... company or individual transporting or storing oil or oil products in any quantity

Alaska’s business community and rural electric coopera­
tives are reacting with shock and disbelief over the develop­
ment of new federal regulations that could require individuais, 
corporations and schools districts alike to post $150 million 
worth of liability insurance before they can legally move or 
store oil or oil products across navigable waters in Alaska and 
elsewhere.

At issue are new regulations the U.S. Minerals Manage­
ment Service is developing to implement provisions of the Oil 
Pollution Act of 1990 (O P a ). The 1990 law increased the 
financial responsibility requirements for companies handling 
oil on the Outer Continental Shelf from $35 million to $150  

' million and expanded the requirement for financial responsi­
bility to all operating in navigable waters.

"The financial responsibility requirement of OPA can be 
read to literally include any person or persons transporting or, 
storing any oil or oil products on or ove - navigable waters ,’"> 
said Paul Glavinovich, a mining geologist and Executive 
Committee member of the Resource Development Council. 
In Alaska, Glavinovich noted that navigable waters would 
include not only coastal waters, but many rivers, streams, 
lakes and wetlands —  a dominant portion of the state.

’T h e  law makes no exceptions for quantity," Glavinovich * 
noted. “If one moves as little as five gallons on a sled behind 
a snowmachine across navigable waters, they are respon-. 
sible to the OPA requirements, as well as anyone operating 
a tank farm, fuel transfer business, refueling station or utility."

The OPA also increases the civil penalties for failure to 
comply from $10,000 per incident to $25,000 per incident per 
day.

(Continued to

. .. A ■ i"-
“The. impact of; the rules' if promulgated as " 
proposed*-Will- .merely': create; $ nation of 
scofflaws.' :v  - V  * :,J$

• 7 - Torn Hawkins. Bristol Bay-Native:CQrporatibn .
... . • . • •

■'The law makes no exception forqdantity, Jf one 
.moves ds little as five gallons on a sled behind 
a snowmachine across nayigable waters, they 
are responsible to the OF¥V requirements, as 
weil as • anyone, operating a tank farm; fuel, 
transfer business* refueling statiorror-utijity." 

'Paul Glavinovich. Mining Geologist.’ . . „ .
r  -  • — ---------- —'——r  — v 1
.‘'Combined with tlie ludicrous definition of .navi­
gable waters' the liability requirement sets up a . 

.■situation that fs;gding to be impossible for most 
businesses in-Alaska to comply with." * • .«•.

" fran k  Difion, Alaska Trucking Association
— ;—.— ---------- -— iTii— --------
. - . ~  “ ,• S
*‘‘As a practical matter, jural: electric .coopera­

tives cannot afford $150 miIIiori inliability insur­
ance ey|n if.it were available. Requiring;$i50 
million in insurance for these facilities is ridigu- 

.lous." . ' y  ...... *•
. , -. Dave Hutchens. Alaska Rural Electric Cooperative *

ft • : ' .I**' v • ' /• | ‘  *   - • ■»
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Jeopardy
A l a s k a n s  a t  r i s k  s h o u l d  M M S  

r e g u l a t i o n s  m o v e  f o r w a r d

(Continued from page 6)
“Utilizing expansive definitions of 

navigable waters and overreaching in­
terpretations of fuel containers, the Min­
erals Management Service has pro­
posed a system which would require 
kids with lawn mowing jobs to secure 
$150 million liability policies from an 
unwilling insurance industry," said Tom  
Hawkins of the Bristol Bay Native Cor­
poration.

Hawkins said it appears that the 
proposal was crafted as a new mission 
for an agency that has lost its will to 
accomplish the orderly leasing of min­
erals in the OCS.

‘T h e  impact of the rules if promul­
gated as proposed will merely create a 
nation of scofflaws," Hawkins said. 
“School districts, electrical cooperatives 
and other bulk fuel tank owners will 
have to run the risk that there will never 
be enforcement," Hawkins added. “It 
seems like an extremely inept way to 
address a problem which had a clear 
mandate from the public."

In a news release issued earlier 
this month, M M S confirmed that state, 
federal, and municipal facilities, includ­
ing schools, airports, boat harbors and 
utilities, as well as privately-owned fuel 
storage facilities or caches, could be 
subject to the financial responsibility 
requirements resulting from the rule- 
making effort, The agency claims the 
$150 million liability requirement is a 
statutory demand and that it is outside 
the scope ol the regulations to provide 
relief from the higher liability level.

"The $150 million liability require­
ment, combined with the ludicrous defi­
nition of navigable waters, sets up a 
situation that is going to be impossible 
for most businesses in Alaska to com­
ply with, warned Frank Dillon, Execu­
tive Director of the Alaska Trucking 
Association. “The regulations are so

outrageous they don’t warrant any real 
serious consideration."

There are no trucking companies 
operating in Alaska that will be able to 
acquire the mandated coverage, Dillon 
said. “Literally hundreds of people and 
businesses in Alaska would be in jeop­
ardy should the regulation move for­
ward," Dillon warned.

The Alaska Rural Electric Coop­
erative Association (ARECA), a non­
profit corporation whose members con­
sist of the numerous electrical coopera­
tives located throughout Alaska, has 
also voiced strong opposition to OPA’s 
financial responsibility requirements.

“As a practical matter, rural electric 
cooperatives cannot afford $150 mil­
lion worth of insurance even if it were 
available," said David Hutchens, Ex­
ecutive Director of ARECA. “I can only 
hope that the Minerals Management 
Service uses some common sense in 
prom ulgating  these  regulations,"  
Hutchens said. "Requiring $150 million 
in insurance for these facilities is ridicu­
lous. I firmly believe that when OPA '90 
was enacted, Congress was thinking of 
oil platforms when drafting the financial 
responsibility requirements."

Under OPA, Alaska’s rural tank 
farms are in the "unique position of 
being both offshore facilities and on­
shore facilities," Hutchens noted.

Electric cooperatives in rural Alaska 
for the most part rely upon diesel gen­
eration for power production. In turn, 
bulk fuel storage facilities are located in 
the villages to provide a ready supply of 
fuel for the diesel generators. These  
facilities in numerous instances are lo­
cated on or near wetlands, and, in any 
event, most are supplied by a pipeline 
terminating on a lake, river or bay. Die­
sel fuel is delivered to these facilities by 
barge.

OPA ’90 already has significantly

impacted these small electric coopera­
tives. Regulations promulgated by the 
Environmental Protection Agency and 
the U.S. Coast Guard require the coop­
eratives to prepare a response plan to 
deal with a worst-case scenario fuel 
spill. EPA regulations require such a 
plan if the fuel storage capacity is 42,000  
gallons or greater and such facility is 
filled with fuel by a transfer over water. 
The Coast Guard regulations require a 
response plan if the storage capacity is 
10,500 gallons. In addition, depending 
upon the volume of the facility, an Oil 
Discharge Prevention and Contingency 
Plan is required by the State Depart­
ment of Environmental Conservation.

The most onerous of all require­
ment, however, will be M M S’s financial 
responsibility regulations, Hutchens 
claims. He hopes MMS will bring rea­
son to the process.

MMS initiated the process of devel­
oping the new regulations when it pub­
lished an “Advance Notice of Proposed 
Rulemaking" in the Federal Register on 
August 25. The agency has since met 
with Alaska industry, native and com­
munity leaders to solicit information that 
will help regulators prepare "workable 
regulations.”

“The law contains provisions aimed 
at strengthening oil spill prevention, 
response capability and cleanup ef­
forts, as well as ensuring payment of 
damages resulting from oil spills should 
they occur," said MMS director Tom 
Fry. “Since M M S has the responsibility 
to implement and enforce this law, I 
want to make sure that those most 
affected have an opportunity to help us 
write rules that are as fair and equitable 
as possible under this statute."

RDC has requested that the MMS  
hold public meetings in Barrow, Nome, 
Fairbanks, Anchorage and Ketchikan 
on the proposed regulations. Comments 
should be mailed to the Department of 
the Interior, Minerals Management Ser­
vice, Mail Stop 4700,381 Elden Street, 
Herndon, Virginia 22070-4817; Atten­
tion: Chief, Engineering and Standards 
Branch. All comments must be received 
by December 2 4 ,1 99 3 .

Call RDC at 276-0700 or the Miner­
als Management Service at 271-6070  
for a packot outlining the rulemaking 
process.
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A l a s k a  S t a t e  L e g i s l a t u r e

Senator Drue Pearce
D is tr ic t F

Pnfhiit Session■ 
SttllL' Capitol 

Juneau. AK 99S01 1182 
(907) 405-4993 

Fax (907) 465-3872

SPONSOR STATEMENT FOR SJR 40 
Senate Resources Committee 

24 January 1994
Urge Congress to Amend Oil Pollution Law

SJR 40 sends a message to Congress to act immediately in 
amending the Oil Pollution Act of 1990 so that the financial 
responsibility section would reflect the relative risks of oil 
operators.
As it stands now in statute the Mineral Management Service 
(MMS) intends to require any facility which uses oil or oil 
products in a wetland to provide proof of financial 
responsibil ty o f $150 million. The current interpretation 
allows only the biggest companies to demonstrate this 
liquidity and, in essence, self insure.
Thus, the Alaska State Legislature should request that 
congress act now before the financial responsibility section 
of OPA 90 has negative effects on Alaskan businesses, and 
citizens thereby becoming detrimental to the economy of 
Alaska and other states.

SPONSOR STATKMF.NT
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1/24/94

W O R K  D R A F T

CS FOR SENATE JOINT RESOLUTION NO. 40(RES)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

EIGHTEENTH LEGISLATURE - SECOND SESSION 
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATORS PEARCE, Leman

A RESOLUTION

Urging the Congress to amend the Oil Pollution Act of 1990 with respect to the 

financial responsibility requirements for offshore exploration and production 

facilities.

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

WHEREAS the Congress enacted the Oil Pollution Act of 1990 in order to prevent 

shipping accidents and to ensure that there would be adequate money immediately available 

to respond to oil pollution discharges, especially those discharges occuning in the ocean; and 

WHEREAS the Act increased from $36,000,000 to $150,000,000 the amount of 

r- .uncial responsibility that must be demonstrated by offshore exploration and production 

facilities; and

WHEREAS the definition of "offshore" in the Act covers facilities in, on, or under 

navigable waters of the United States; and

WHEREAS the Alaska State Legislature is concerned that this definition may be 

nterpreted to apply to all marinas, port authorities, utility companies, gas stations, trucking 

:ompanies, railroads, pipelines, farms, and airports in almost every area of Alaska; and

WHEREAS the potential effect on die Alaska economy could be severe because it is

-1- CSSJR 40(R £ S )
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unlikely that any but the largest companies will be able to demonstrate the $150,000,000 of 

financial responsibility required under the Act; and

WHEREAS the broad coverage of the Act is well beyond die historical purview of 

the Minerals Management Service, United States Department of the Interior, which enforces 

the Act; and

WHEREAS the Act provides a sliding scale for proof of financial responsibility for 

vessels but requires $150,000,000 of proof of financial responsibility for all offshore facilities, 

regardless of risk to the environment from a potential spill; and

WHEREAS the Alaska State Legislature agrees with the requirements of the Act to 

the extent that dmy relate to large companies conducting offshore activities on the outer 

continental shelf, but does not agree that the same financial responsibility requirements should 

apply to small companies that are only indirectly related to offshore activities;

BE IT RESOLVED that the Alaska State Legislature urges the Congress to amend 

the Oil Pollution Act of 1990 so that the financial responsibility requirements of persons 

involved in oil operations more closely reflect the relative risks of those operations; and be 

it

FURTHER RESOLVED that, in particular, facilities on the outer continental shelf 

should be the only facilities si,‘-*ect to the kind of high financial responsibility requirements 

now contained in u

COPIES of thi. re:\...„uon shall be sent to the Honorable Al Gore, Vice-President of 

the United States and President of the U.S. Senate; the Honorable Robert C. Byrd, President 

Pro Tempore of the U.S. Senate; the Honorable Thomas S. Foley, Speaker of die U.S. House 

of Representatives; and to the Honorable Ted Stevens and the Honorable Frank Murkowski, 

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

delegation in Congress.

W O R K  D R A F T  W O R K  D R A F T  W O R K  D R A F T

CSSJR 40(RES)



F I S C A L  N O T E

STATE OF ALASKA BILL NO. CSSJR 40 (Res)

1994 LEGISLATIVE SESSION
Rovision Date: 1/28/94 Dopt. Affected: None
Title: Ur^e Concress to Amend Oil Pollution BRU: n/a

Law Component: n/a
Sponsor Senate Resources Committee

Requestor Senate Resources Committee COMPONENT SERIAL NO. ---

Expandituras/Revenuas (Thousands of Dollars)

OPERATING EXPENDITURES FY 95 FY 96 FY 97 FY 98 FY 99 FYOO

PERSONAL SERVICES

TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS, CLAIMS

MISCELLANEOUS

TOTAL OPERATING -0- -0- - 0 - - 0 - - 0 - -0-

CAPITAL EXPENDITURES -0- -0- -0 - - 0 - - 0 - -0-

CHANGE IN REVENUES I I -0- -0- -0 - - 0 - -0- -0-

FUND SOURCE (Thcusands of Dollars)

1002 Federal Receipts

1003 GF Match

1004 GF

1005 GFIProgram Receipts

1006 GF/MHTIA

Other

TOTAL - 0 - - 0 - - n - -0 - - 0 - -0 -

Estimate of any current ye«r (FYD4) cost $

POSITIONS

FULLTIME

PART-TIME

TEMPORARY
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WALTER J. HICKEL, GOVERNOR

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

OFFICE OF THE COMMISSIONER

400 W1LLOUCHBY AVENUE  
JUNEAU. ALASKA 99801-1796  
PHONE: (907) 465-2400  
FACSIMILE: (907) 586-2754

January 29, 199.3

The Honorable Richard Foster, Chair *
House Military and Veterans’ Affairs Committee
P.O. Box V
Juneau, Alaska 99811

Dear Representative Foster:

Subject: HB 59, Appropriation bill for veterans’ discount.

The Department of Natural Resources supports this bill. HB 134, enacted in 1991, allowed 
eligible veterans who were not permitted to cla.m a veteran’s land discount between April 1, 
1983 and July 6,1984 to retroactively claim that discount. Veterans purchasing state land had 
been denied the discount during the period between the court's invalidation of the old discount 
law and the enactment of a new discount law.

According to the terms of HB 134, the department credited the veteran's discount against the 
remaining.amount owed on the land. However, in cases where the land contract is paid off 
we are required to issue a refund to the veteran for the discount amount. We are also required 
to reimburse the University of Alaska for discounts credited to University land. No funds have 
yet been appropriated for these purposes. Attached is a status report on HB 134 discounts 
that have been approved. The opportunity to apply for a veterans’ discount expired on June 
27, 1992.

This bill would allow the department to fulfill the conditions of HB 134, enacted in 1991. 
exact refund amounts are attached and match the requested appropriation.

The

Technical amendments are proposed on lines 9 and 10 to clarify that the opportunity to apply 
for a discount has expired. On .line 9 change qualify to qualified and on line 10 delete "may” 
and change apply to applied.

Cordially,

Glenn A. Olds 
Commissioner

C 1 enclosure

cc: Ron Swanson, Director, Division of Land
Janet Burleson,

tO-JOLM
—  DNR LETTER OF SUPPORT

3 " n t r a  on  i« cvce<3  04C«* C • w



-TERANS OF FOREIGN WARS OF THE U.S. 
DEPARTMENT OF ALASKA 
P.O. Box U l  988 '
Anchoroga, Alaska 99514

March 17, 1993

Representative A1 Vezey 

Capitol Room 102 
House of Representatives 

Juneau, Alaska 99801-1182

Dear Representative Vezey,

House bill 59 makes a special appropriation to the Department of Natural 
Resources for refunds to veterans who purchased state land between April 1, 
1983 and July 6, 1984. It also reimburses the University of Alaska for the 
veteran*8 land discount that applied to land that was transferred to the 
University of Alaska. This bill will allow DNR to fulfill the conditions of 

CSHB 134 (RES), enacted in 1991.

The Veterans of foreign Wars, Department of Alaska supports this bill to 
appropriate $74,600 to give those veterans who had purchased land from the 

state without receiving any discounts, due to the.fact the program was 
repealed April 1, 1983 and the new program did not go into effect until July 

6, 1984.

I would appreciate your support in resolving this long standing veterans issue. 

Yours in Comradeship,

Larry 0. Patch 

Commander

cc: Eldon Mulder

VFW LETTER OF SUPPORT



WALTER J. HICKEL, GOVERNOR

d e p a r t m e n t  o f  n a t u r a l  r e s o u r c e s 40 0  WTLLOUCHBY AVENUE 
JUNEAU. ALASKA 90801-1796  
PHONE: 1907] 465-2400  
FACSIMILE: (907) 586-2754OFFICE OF THE COMMISSIONER

M a r c h  2 2 ,  1 9 9 3

T h e  H o n o r a b l e  A 1  V e z e y  

A l a s k a  H o u s e  o f  R e p r e s e n t a t i v e s  

R o o m  1 0 2 ,  S t a t e  C a p i t o l  

J u n e a u ,  A K  9 9 8 0 1 - 1 1 8 2

S u b j e c t :  H o u s e  B i l l  5 9 ,  V e t e r a n s '  L a n d  D i s c o u n t  R e f u n d

D e a r  R e p r e s e n t a t i v e  V e z e y :

I  u n d e r s t a n d  t h a t  a t  t h e  H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  m e e t i n g  o n  

M a r c h  1 6 ,  1 9 9 3  t h e r e  w e r e  a  n u m b e r  o f  q u e s t i o n s  r a i s e d  c o n c e r n i n g  

H B  5 9  ( V e t e r a n s '  L a n d  D i s c o u n t  R e f u n d ) . T h e r e f o r e ,  I  h a v e  p r e p a r e d  

t h i s  l e t t e r  w h i c h  I  h o p e  w i l l  a n s w e r  t h e  q u e s t i o n s  p o s e d  a t  t h e  

h e a r i n g  l a s t  w e e k .  F u r t h e r m o r e ,  I  a t t a c h  f o r  y o u r  i n f o r m a t i o n  a  

F a c t  S h e e t  u s e d  b y  t h e  d e p a r t m e n t  t o  e x p l a i n  t h e  p r o g r a m .

T h e  c o m m i t t e e  r e q u e s t e d  a d d i t i o n a l  i n f o r m a t i o n  o n  h o w  t h e  

d e p a r t m e n t  h a s  a d m i n i s t e r e d  C h a p t e r  8 2 ,  S L A  1 9 9 1 .  T h e  f o l l o w i n g  i s  

a  s u m m a r y  r e p o r t  o n  t h e  a p p l i c a t i o n s  D N R  r e c e i v e d  a n d  h o w  m o n i e s  

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

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

a t t a c h e d  a g a i n  f o r  y o u r  i n f o r m a t i o n .

A p p l i c a t i o n s :

A p p r o v e d  3 6

D e n i e d  • 6

P e n d i n g  0

T o t a l  A p p l i c a t i o n s  R e c e i v e d  4 2

Financial Status:

T o t a l  a m o u n t  a p p r o v e d  ( n o n - u n i v e r s i t y )  $ 7 5 , 7 6 1 . 9 9

T o t a l  a m o u n t  a p p r o v e d  - ( u n i v e r s i t y )  * $ 4 9 ,  9 2 5 . 0 0

T o t a l  a m o u n t  a p p r o v e d  '  $ 1 2 5 , 6 8 6 . 9 9

T o t a l  i n  e x c e s s  o' .£  c r e d i t s  -  r e f u n d  d u e :  $  2 4 ,  6 0 5 . 1 3

T o t a l  U n i v e r s i t y  r e i m b u r s e m e n t  $  4 9 , 9 2 5 . 0 0

T o t a l  f u n d s  n e e d e d  $  7 4 , 5 3 0 . 1 3

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

t h e  d i s c o u n t  w a s  g r a n t e d .  I f  t h e  c o n t r a c t  w a s  i n  d e f a u l t  o r  h a d  

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

g i v e n .  H o w e v e r ,  i n  t h e  c a s e  o f  A D L  2 1 6 5 1 4 ,  t h e  a p p l i c a t i o n  o f  t h e  

d i s c o u n t  i s  c u r r e n t l y  i n  d i s p u t e  b e t w e e n  M r .  V a i l  a n d  D N R .

_  DNR LETTER TO (H) STA COMMITTEE __
RE: VETERANS' RETROACTIVE LAND DISCOUNT



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

c o m m o n l y  r e f e r r e d  t o  a s  " u n i / m u n .  " .  • T h i s  c a s e  c a m e  a b o u t  w h e n  t h e  

s t a t e  t r a n s f e r r e d  l a n d  t o  t h e  M u n j . c i p a l . i t y  o f  A n c h o r a g e  t o  f u l f i l l  

a n  - o b l i g a t i o n  c r e a t e d  b y  t h e  M u n i c i p a l  L a n d  A c t  o f  1 9 7 8 .  I n  t h e  

s e t t l e m e n t  t h e  s t a t e  t r a n s f e r r e d  l < . n d  a n d  l a n d  s a l e  c o n t r a c t s  o f  

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

v e t e r a n s '  d i s c o u n t  p r o g r a m ,  e n a c t e d  b y  t h e  l e g i s l a t u r e  i n  1 9 9 1 ,  t h e  

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

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

u n i / m u n i  s e t t l e m e n t .  T h u s ,  t h e  m o n e y  I n  HB 5 9  i s  s i m p l y  t o  m a k e  

t h e  u n i v e r s i t y  w h o l e .

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

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

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

A p p r a i s e d  P r i c e  -  N o n a l l o w a b l e  C o s t s  x  2 5 %  =  D i s c o u n t  A m o u n t

T h e  r e a s o n  s o m e  f i g u r e s  a r e  " r o u n d "  i s  t h a t  t h o s e  c o n t r a c t s  d i d  n o t  - 

i n v o l v e  a n y  n o n - a l l o w a b l e  s u r v e y  c o s t s .  T h e  a p p r a i s e d  p r i c e  i s  

t y p i c a l l y  a  " r o u n d "  n u m b e r  s o  t h e  a p p l i c a t i o n  o f  t h e  2 5  p e r c e n t  

d i s c o u n t  r e s u l t s  i n  a  " r o u n d "  n u m b e r .  M a n y  u n i v e r s i t y  p a r c e l s ,  i n  

p a r t i c u l a r ,  c o m p u t e  o u t  e v e n l y  b e c a u s e  m a n y  o f  t h e  ' u n i v e r s i t y  

p a r c e l s  w e r e  l o t s  n e a r "  L a k e  L o u i s e  w h i c h  w e r e  p r e v i o u s l y  s u r v e y e d  

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

a s s o c i a t e d  w i t h  t h e m .  F o r  y o u r  i n f o r m a t i o n ,  t h e  c o n t r a c t s  o w n e d  b y  

t h e  u n i v e r s i t y  a r e  t h o s e  d e n o t e d  o n  t h e  a t t a c h e d  s p r e a d  s h e e t  b y  a  

" U "  i n  t h e  n a r r o w  c o l u m n  b e t w e e n  t h e  c o l u m n s  e n t i t l e d  " T o t a l  

D i s c o u n t  A m o u n t "  a n d  " U n i v " .

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

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

i n  t h e  c o l u m n  e n t i t l e d  " T o t a l  D i s c o u n t  A m o u n t " .  I n  a d d i t i o n ,  t h i s  

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

t h e  c o n t r a c t .  I f  t h e  c o n t r a c t  i s  c o m p l e t e l y  p a i d  o f f ,  t h e n  t h e  

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

" E x c e s s ' C r e d i t  ( R e f u n d ) " .  I n  t h e  e v e n t  t h e  c o n t r a c t  i s  h e l d  b y  t h e  

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

f r o m  D N R  o r  b y  w a y  o f  t h e  u n i v e r s i t y ,  d e p e n d i n g  o n  h o w  t h e  m o n e y  i s  

a p p r o p r i a t e d  b y  t h e  l e g i s l a t u r e .  B u t  i n  e i t h e r  c a s e ,  t h e  v e t e r a n  

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

I f  th e  c o n t r a c t  is  s t i l l  a c t i v e ,  th e n  th e  c o n t r a c t  p r i n c i p a l  w i l l  
b e  re d u c e d , and in  t h e  c a s e s  w h e re  th e  c o n t r a c t  i s  h e ld  b y  th e  
u n i v e r s i t y  th e  u n i v e r s i t y  i s  d u e  t o  b e  re im b u rs e d  p u r s u a n t  t o  th e  
u n i /m u n i  s e t t le m e n t .

F i n a l l y ,  to  my k n o w le d g e  a l l  o f  th e  c o n t r a c t s  assum ed b y  th e  
u n i v e r s i t y  have been p a id  i n  f u l l  o r  a r e  c u r r e n t ,  and  th u s  n o n e  o f  
t h e  la n d  s a le  c o n t r a c t s  r e c e i v e d  b y  th e  u n i v e r s i t y  h ave  b e e n

• T h e  H o n o r a b l e  A1 V e z e y
M a r c h  2 2 ,  1 9 9 3
P a g e  Two



f o r e c l o s e d  u p o n .  I n  a n y  e v e n t ,  t h e  S t a t e  h a s  a l r e a d y  t r a n s f e r r e d  

M r l e  t o  t h e  l a n d s  i n  q u e s t i o n  t o  t h e  u n i v e r s i t y , ,  s u b j e c t  t o  t h e  

p n c u m b e r a n c e  o f  t h e  l a n d  s a l e  c o n t r a c t s .  _ T h e s e  t r a n s f e r s  t o o k  

p l a c e  i n  1 9 8 8  a s  p a r t  o f  t h e  u n i v e r s i t y / m u n i c i p a l i t y  s e t t l e m e n t .

T h e  u n i v e r s i t y ,  t h e r e f o r e ,  i s  a l r e a d y  i n  t i t l e  t o  t h e s e  p r o p e r t i e s  

a n d  t h e  v e t e r a n s '  d i s c o u n t s  h a v e  b e e n  a p p l i e d  t o  t h e  c o n t r a c t s  

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

v e t e r a n s '  d i s c o u n t s  s h o u l d  b e  p a i d  d i r e c t l y  t o  t h e  u n i v e r s i t y .  

S h o u l d  t h e  u n i v e r s i t y  s u b s e q u e n t l y  f o r e c l o s e  o n  o n e  o f  t h e s e  

c o n t r a c t s ,  t h e  d i s c o u n t  s h o u l d  n o t  b e  r e v o k e d .

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

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

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

c o n t r a c t s ,  n o t  t h e  v a l u e  o f  t h e  l a n d  e n c u m b e r e d .  I f  t h e  S t a t e  h a d  

a p D l i e d  t h e  d i s c o u n t s  i n  1 9 8 3 - 8 4 ,  w h e n  t h e  c o n t r a c t s  w e r e  e x e c u t e d ,  

t h e s e  v e t e r a n s '  c o n t r a c t  v a l u e s  w o u l d  h a v e  b e e n  s m a l l e r  a t  t h e  t i m e  

o f  t h e  1 9 8 8  s e t t l e m e n t ,  a n d  t h e  u n i v e r s i t y  w o u l d  h a v e  t h e r e f o r e  

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

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

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

d e p a r t m e n t  s u p p o r t s  p a s s a g e  o f  H B  5 9  a s  a  m e a n s  o f  a s s u r i n g  f a i r  

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

p r o g r a m .

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

c o n s i d e r a t i o n .  M y  S p e c i a l  A s s i s t a n t ,  R a g a  E l i m ,  w i l l  a t t e n d  t h e  

c o m m i t t e e  m e e t i n g  o n  T u e s d a y ,  M a r c h  ^ 3 ,  i n  o r d e r  t o  a n s w e r  a n y  

a d d i t i o n a l  q u e s t i o n s  t h e  c o m m i t t e e  m a y  h a v e .  P l e a s e  l e t  m e  k n o w  i f  

y o u  n e e d  a n y  a d d i t i o n a l  i n f o r m a t i o n  b e f o r e  t h e  c o m m i t t e e  m e e t i n g .

The Honorable Al Vezey

March 22, 1993
Page Three

C o m m i s s i o n e r

c c :  - H o u s e  S t a t e  A f f a i r s  C o m m i t t e e  M e m b e r s  

R e p r e s e n t a t i v e  E l d o n  M u l d e r  

M a r t i n  E p s t e i n ,  D i r e c t o r  o f  L a n d  M a n a g e m e n t ,

U n i v e r s i t y  o f  A l a s k a

K r i s  L e t h i n ,  L e g i s l a t i v e  L i a i s o n ,  O f f i c e  o f  t h e  G o v e r n o r  

R o n  S w a n s o n ,  D i r e c t o r ,  D i v i s i o n  o f  L a n d
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C SHB 59 (MLV) 
SP O N SO R  ST A T E M E N T

OVERVIEW

In 1978, the Land Discount Program  was created by the Tenth Legislature. 
This program  granted eligible persons a discount on the purchase price of land so d 
for residential use. The discount am ounted to a rate of five percent of the price of 
the land for each full year that the purchaser had been a resident of the state. The 
discount was limited to 50% or $25,000, whichever was less. .To be eligible, a person 
m ust have been physically present in the state for at least 12 months.

This program  was am ended in 1979 to increase the discount for eligible 
veterans. U nder the amended program , a veteran could receive a discount which 
was limited to 75% or $37,500, whichever was less.

In Gilman v. Martin, 62 P. 2d 120 (Alaska 1983)/ the Alaska Supreme Court 
considered the granting of a land discount by a m unicipal ordinance based on the 
applicant's length of residence. Applying the decision from Zobel v. Williams, 457 
U.S. 55 102 S.Ct. 2309, 72-L.Ed.2d 672 (1982), the court ruled that the m unicipal 
ordinance was unconstitutional as it violated the equal protection clauses of the U.S. 
and Alaska Constitutions. The decision was published on April 1, 1983.

The state land discount program  had  not been exam ined in G ilm an v. 
M artin, but considering its comparability to the m unicipal ordinance in question, 
the Departm ent of Natural Resources stopped the im plem entation of the state land 
d iscount program . Subsequently, du ring  the First Session of the T hirteenth  
Legislature, the land discount program  (AS 38.05.058) was eliminated effective Julv 
16,1983.

The Second Session of the Thirteenth Legislature established the current 
veterans' land discount benefit, AS 38.05.940, effective July 6, 1984. This benefit 
program  differed from the original in two major ways. One, an eligible veteran 
purchasing state land under this program  was entitled to a flat 25% discount. Two, 
an eligible veteran is not allowed to use this discount toward the purchase of land 
offered under a restricted sale under AS 38.05.067 (the previous program  allowed 
this).

A problem  lied w ith veterans w ho had purchased  land from the state 
between April 1, 1983 and July 6, 1984. These veterans had not been granted any 
discount at all, due to the fact that the program  was not being implemented from 
April 1, 1983, was repealed on July 16, 1983 and the new program  did not go into 
effect until July 6,1984.

SPONSOR STATEMENT
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In an effort to correct this inequity, the Sixteenth Legislature passed CSHB 
134(RES) which m ade the current veterans land benefit effective retroactively to 
A pril 1, 1983, w hen DNR stopped the im plem entation of the former discount 
program . CSHB 134(RES) did not contain any appropriation language, in effect it 
only authorized the payment of discounts to affected veterans. This allowed the 
DNR to credit the accounts of those veterans who were still making payments, but 
did not allow DNR to pay refunds to any veterans who had paid their land off prior 
to this legislation. House Bill 176, introduced in the Seventeenth Legislature, 
contained the appropriation for the Veterans Land Discounts that would allow the 
paym ent of these refunds. This legislation passed the House and was referred to the 
Senate, where it passed the Senate Resources and Finance Committees. HB 176 died 
in the Senate Rules Committee when the Seventeenth Legislature adjourned.

WHAT HOUSE BILL 59 DOES

H ouse Bill 59 makes a special appropriation to the Departm ent of N atural 
Resources for refunds to veterans who purchased state land between April 1, 1983 
and July 6, 1984. It also reim burses the University of Alaska for veterans' land 
discounts that applied to land that was transferred to the university as the result of a 
law suit settlem ent with the state. In this settlement, the state transferred land and 
land sale contracts of equal value to the university. Some of these transfers were 
affected by the discount and therefore the university did not receive the full amount 
of the contract value granted under the terms of the settlem ent. This bill would 
allow DNR to pay the university to make them whole and refund veterans who 
have paid their contracts in full, fulfilling the conditions of CSHB 134 (RES), enacted 
in 1991.

The Departm ent of N atural Resources has expressed their support for HB 59 
w ith some suggested technical am endm ents (Am endm ents were m ade in the 
House Special Committee on Military & Veterans Affairs).



H B  1 3 4  e n a c t e d  i n  1 9 9 1  a l l o w e d  e l i g i b l e  v e t e r a n s  w h o  w e r e  n o t  

p e r m i t t e d  t o  c l a i m  a  v e t e r a n ' s  l a n d  d i s c o u n t  b e t w e e n  A p r i l  1 ,  1 9 8 3  

a n d '  J u l y  6 ,  1 9 8 4  t o '  r e t r o a c t i v e l y  c l a i m  t h a t  d i s c o u n t .  V e t e r a n s  

p u r c h a s i n g  s t a t e  l a n d  h a d  b e e n  ' d e n i e d  t h e  d i s c o u n t  d u r i n g  t h e  

p e r i o d  b e t w e e n  t h e  c o u r t ' s  i n v a l i d a t i o n  o f  t h e  o l d  d i s c o u n t  l a w  a n d  

t h e  e n a c t m e n t  o f  a  n e w  d i s c o u n t  l a w .  A c c o r d i n g  t o  t h e  t e r m s  o f  H B  

1 3 4 ,  t h e  d e p a r t m e n t  c r e d i t e d  t h e  v e t e r a n ' s  d i s c o u n t  a g a i n s t  t h e  

r e m a i n i n g  a m o u n t  o w e d  o n  t h e  l a n d .  H o w e v e r ,  i n  c a s e s  w h e r e  t h e  

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

v e t e r a n  f o r  t h e  d i s c o u n t  a m o u n t .  W e  a r e  a l s o  r e q u i r e d  t o  r e i m b u r s e  

t h e  U n i v e r s i t y  o f  A l a s k a  f o r  d i s c o u n t s  c r e d i t e d  t o  U n i v e r s i t y  l a n d .  

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

i s  a  s t a t u s  r e p o r t  o n  H B  1 3 4  d i s c o u n t s  t h a t  h a v e  b e e n  a p p r o v e d .  

T h e  o p p o r t u n i t y  t o  a p p l y  f o r  a  v e t e r a n s '  d i s c o u n t  e x p i r e d  o n . J u n e  

2 7 ,  1 9 9 2 .  T h i s  b i l l  w o u l d  a l l o w  t h e  d e p a r t m e n t  t o  f u l f i l l  t h e

c o n d i t i o n s . o f  H B  1 3 4 ,  e n a c t e d  i n  1 9 9 1 .  T h e  e x a c t  r e f u n d  a m o u n t s  

a r e  a t t a c h e d  a n d  m a t c h  t h e  r e q u e s t e d  a p p r o p r i a t i o n .

Department of Natural Resources

Bill Analysis on HB 59
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♦

JULY, 1978 Land Discount Program
created by Tenth Legislature

Oilman v. Martin decision. DNR 
stops the implementation of Land 
Discount Program

APRIL 1,1983

13th Legislature repeals AS 
38.05.058> eliminating Land 
Discount Program

V e te r a n s  w h o  p u r c h a s e d  
l a n d  d u r in g  t h i s  p e r i o d  
d i d  n o t  r e c e i v e  d i s c o u n t s  
a n d  a r e  a f f e c t e d  b y H B  5 9

JULY, 1979 Land Discount Program amended to
increase maximum discount for 
eligible veterans to 75% or $37, 500

JULY 28, 1991 16th Legislature passes HB 176, 
making the Veterans Land 
Discount Benefit effective 
retroactively to April 1, 1983.

Senate Resources Committee CSHB 59 (ML V) - April 22,1993

JULY 6,1984 13lh Legislature establishes 
current Veterans Land Discount 
Benefit (AS 38.05.940)



,'.„t sheet:
Veterans’ Retroactive Land Discount

A l u k j  O e jM n m « r v  o l
NATURAL 
RESOURCES

Division of Land • November, 1991

Background 
The 1979 Alaska legislature created a 
residency discount program for state 
land sales. That program gave Alaskan 
residents a 5 percent discount for every 
year they had lived in the state,.up to 50 
percent of the land sale price or $25,000, 
whichever was less. Veterans could get 
an additional discount if they had lived 
in the state more than ten years. The 
total discount for veterans could equal 75 
percent or $37,500, whichever was less.

The Kenai Peninsula Borough adopted a 
. similar land discount program, which 

was challenged in court and found to be 
unconstitutional. On advice from the 
Attorney General’s Office, the 
Department of Natural Resources 
discontinued the state's land discount 
program on April 1, 1983.

The Veterans’ Land Discount program, 
created by the legislature the following 
year, went into effect on July 6, 1984.
This law, AS 38.05.940, allows an 
eligible veteran to receive a 25 percent 
discount on the purchase of state land.

The 1991 legislature recognized that 
there was a period between the two 
programs when there was no land 

. discount for veterans. In order to put all 
veterans who purchased state land on 
equal footing, it passed HB 134 (Ch 82,
SLA 1991). That law allows eligible 
veterans who purchased state land 
during the period between the two 
discount programs to retroactively 
receive the veterans' land discount 
established in 1984.

m.Who qualifies under this program?
— mi l i t ary

other than commercial or industrial use 
after March 31, 1983 and before July 6, 
■1984. You must not have received a land 
residency or other veteran's land 
discount either directly or by 
assignment. You are not eligible if you 
have relinquished your state land sale 
contract or it has been foreclosed upon.
At the time you purchased the land you must have been:

a) a state resident for at least one year;
b) previously on active duty for at- 
least 90 days, unless tenure was 
shortened due to disability or early 
overseas separation and;
c) honorably discharged from 
military service or have a general 
discharge under honorable 
circumstances.

Can I get the discount if I obtained the land by assignment?
No. This discount only applies to the 
original purchaser.
When can I apply?
You must submit a completed application 
together with a document showing the 
character of your discharge and the 
length of your active duty (for example, a 
"DD 214” fbrin) by June 27, 1992 to:
D e p a r tm e n t o f  N a tu r a l R eso u rces  
D iv is io n  o f  L a n d
C o n tra c t A d m in is tra tio n  U n it 
P .O . B ox 107005  
3 6 0 1  C. S t. S u ite  1030

ONR FACT SHEET 

VETERANS• RETROACTIVE LAND DISCOUNT



What happens after I apply?
iur application will be processed, and 

the Departm ent of Natural Resources 
will tell you if you qualify. Your notice 
from the departm ent will tell you how 
this will affect the status of-your 
account.

W h a t i f  I d on ’t ow e any m ore  m o n e y  
o n  m y  c o n tra c t?
If you owe less than the amount of the  
discount, you may be entitled to a 
refund. However, the legislature did not 
fund the law, and any refund is 
dependent on a future appropriation by 
the legislature.

M y c o n tra c t  was t ra n s fe r re d  to  th e  
U n iv e rs ity  of A laska. Am I s ti ll  
e lig ib le?
Yes. The law states that the U niversity 
will provide credit to those persons who 
m alify  for it. Your application should 
otili be sent to the Departm ent of 
N atural Resources' office listed above for 
processing. However, the law also s ta te s  
th a t the Department of N atural 
Resources will reimburse the U niversity, 
bu t the legislature provided no funds to 
do so. These discounts will be delayed 
until funding is provided.

v'7r 
ifa
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Where can I get more information?
Applications are available a t the Division 
of Land's regional offices listed below. If 
you need further inform ation, contact 
G inger Gallus at 762-2235 or A rt 
Goldberg a t 762-2237. Both G inger and 
A rt are located in Anchorage a t the  

'ad d ress  listed above. - - .

Departnient o f N atura l Resources 
Division o f Land

Southcentral Regional Office 
3601 C Street, Suite 1034 
P.O. Box 107005 
Anchorage, A K 99510-7005 
(907) 762-2492 
Fax: 561-0221

M at-Su Area Office
Cottonwood Creek Center
1830 E. Parks Highway, Suite  116A
Wasilla, A laska 99687-9006
(907) 376-4595
Fax: ■376-1612

Southeast Regional Office
400 Willoughby Avenue, 4th Floor
Juneau, A X  99801
(907) 465-3400
Fax: 586-2954

Northern Regional Office —
3700 Airport Way
Fairbanks, A X  99709
(907) 451-2700
Fax: 451-2751
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2 1 6 6 0 6 Allison, Danny.R.

2 1 6 5 5 0 Brow n, Delon A.

11-Ju l-9 1 Approved 3 0 -S e p -9 1 0000.00
10-Jul-91

8000.00
A pproved 24-Jul-91 0.00 5050.00 5 05 0.0 0

2 9 -J u l -9 1 Approved 2 9 -A u q -91 2 5 7 5 .0 0
0 2 -A u g -9 1 Approved 2 2 -A u g -9 1 730.00 0.00 7 30.00
0 7 -A U Q -9 1 Approved 2 2 -A u q -91 0.00 003.00 003.00

W a s m b j to default 1
Discount used to bring curran t

2 16 73 9 M u sq ro ve , Jo h n  W. 0 7 -A u q -9 1 Approved 2 2 -A u q -9 1 0.00 3160.99 3 16 0.9 9

2 10593 Malelte. David J .

103704

2 1 6 5 8 6

G ro ss.  H a rve y  B.

2 0 A u g -9 1 

2 1 -A u g -9 1

A p p roved 30 -S e p -9 1 0.00 • 6125.00 0 1 2 5.0 0
A p p roved 2 2 -A u o -9 1 4141.40 0.00 4 1 4 1.4 0

S is so n ,  G len  S. 2 8 -A u q-91 Approved 3 0 -S e p -9 1 G025.00

410 01 7 W ilcox, Theodore C. 0 4 -Se p -9 1 Approved 1 6-Sep -9 1 1711.23

0025.00 W a s »ub| to dalault

0.00 1711.23 W a s tub} to delault

103670 Le w is, Ja m e s  F. 15-Oct-91 A pproved 1 3 -N o v-9 1 , 3270.79 0.00 3 2 7 6.7 9

:2 0 4 4 6 3 R ichardson, William -0 1 -0 c t -9 1 A pproved 8 -N o v -9 1 840.72 0.00 840.72 W a s tub) to delault

• 4 1 0 3 3 0 W ea ver, Clay J . 0 6 -S e p -9 1 Denied 2 G -S e p -9 I

4 10 3 3 2 Kellner, T o m  R. '0 6 -Se p -9 1 Denied 2 6 -Se p -9 1

2 16 5 7 4 U nsd erfer, Hayden A. 0 9 -S e p -9 1 A pproved 1 G -Sep -91 1702.50 0.00 1702.50

103509 Carpenter, George R, 11-Se p -9 1 A pproved 2 0 -Se p -9 1 7034.05 0.00 703 4.0 5

2 1 6 6 2 5 Um lauf, Paul 1 2 -Se p -9 1 Approved 3 0 -Se p -9 1 5 7 5 0.0 0 5750.00

103582 Nordm ark, William D. 2 3 -S e p -9 1 Approved 2 5 -Se p -9 1 7227.61 0.00 7227.61
103894 Lockhart. Greg 2 7 -Se p -9 1 Denied 9-O ct-91

103891 Dallaniine. George O O -Se p -9 1 A pproved 2 5 -N o v-9 1 2336.24 0.00 233G.24 W a s sub] to delauh & on MM land

206761 Christie. Chris 0 9 -0 c t -9  1 A pproved II -O c t-9 1 2025.00 0.00 2 0 2 5.0 0
2 16589 Hartley, R obert G. OO Oct-91 A pproved 8 -N o v -9 1 G 750.00 6750.00 W a s subi to default
410333 Cool. Ja c k  G. 10 -O c t -9 1 Deniod 15-O ct-91

103543 Novy, Michael E. 10 O c t -9 1 A p p roved 2 4 -O ct-9  I 1354.00 0.00 1354.80
103565 McFarland. Ja m a s 2 1-Oct-91 A pproved 1 3 -N o v -9 1 0.00 6534.57 6534.57
4 00006 Ambuahl, Fred 2 4 -O c t -9 1
2 16630 Mundy, W ayne O l-N o v -9 1

A p p roved

A pproved

3-Dec-91 • 523.46 0.00 523.46
2 2 -N o v-9 1 5750.00 5150.00

220912
W asaub) to dalauh

Davis, G o rd o n 0 4 -N o v -9 1 Denied 2 1 -N o v-9 1
103584 Colman. Brian G. 21 -N o v -9 1 Approved 2 2 -N o v 9 1 7045.91 0.00 7045.91
716642 Okulay . M a rcus 1 2 -D a c -9 1 A pproved 19-Oec-91

109026 Robinson. Benjamin P. 1
10050.00

0 2 -Jn n -9 2 A pproved II -M a r -9 2 0.00 545.80 545.00
10050.00 W a i sub) to dalauh

1004 I 9 Holland. Bernard G. 09-Jnn-92 A p p r o v e d 2 9 -Ja n -9 2 940.75 0.00 940.75 Waa aubf to dafeirfi
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[CHAPTER 82 SLA 1991
• D A TE CREDIT E X C E S S T O T A L -------------------

A P LN A P r n O V A L A P P LIED C RED IT D ISC O U N T ------

A O L t N A M E RECD S T A T U S D A T E T O  AC C T (R EFU N D ) A M O U N T U N IV C O M M ENTS

216G01 Schw ochert, Jo h n  E. 1 7 -J»n -9 2 A p p roved 6 -M * r-9 2 7000.00 U 7 000.00 W a s su b  1 to default
103710 Sc h w e iie r, Je ffre y  L. 2 2 -Ja n -9 2 A p p roved 2 9 -J s n -9 2 744.80 0.00 744.86

---------1 — — -
W a s aub) to default

103874 Fr»n k », Dennis W . 0 5 -Feb -92 Denied 2 5 -Feb -92 • See A D L  4 0 6 8 3 0
2 13 72 6 So d e rstro m , Gery 13-Feb -92 A pproved 2 -M a r-9 2 0.00 1000.38 1060.30
103706 Stokes, Richard L. 0 7 -Feb -92 A p p ro ve d 2 5 -Feb -92 3719.29 0.00 3719.29 Recalved by A s sg n  -  W a s orlg owner
103547 Minis, D ontld  G. 31 -M ar-92 A pproved 8 A p r -9 2 0.00 1208.53 1208.53
215BG4 M sllett, Eric S, 0 9 -A p r-9 2 A p p roved 1 5 -A p r-9 2 0.00 110.78 116.78 0
2 10505 Kern, E d w ird  D. 0 9 -A p r-9 2 A pproved 1 5 -A p r-9 2 1071.02 0.00 1071.02 W a s subj to  default
409935 Plsskett, Devid C. 11 -M ay-92 Approved 12-M ay-92 1749.39 0.00 1749.39 W a s iub| to dafault

4 06539 Flaherty, R ic h ird  R. 22 -M a y-92 A p p roved 1 0 -Ju n -9 2 390.76 0.00 398.76 W a s subj to default

....
4 05B1.80 S  24005.13 )  125086.99 1 4 99 25 .00 ............... -
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1994 LEGISLATIVE SESSION
Revision Date:  24-Jan-94_____________________________
Title: "An Act making a spec ia l appropriation to the
Department of Natura l R esou rces for re funds to certain veterans..." 
Sponsor: Committee on Military and Veterans Affairs
Requestor: Senate R esources Committee__________________

Expenditures/Revenues

STATE OF ALASKA
F I S C A L  N O T E

BILL NO. CSHB59(MLV)

Dept Affected: Natural R esou rces 
BRU: Resource Development
Component: Land Development

Com ponent SerL.! No. 

(Thousands of Dollars)

431

OPERATING EXPENDITURES FY95 FY96 FY97 FY98 FY99 FYOO
PERSONAL SERV ICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

I 1 i m L U A I  U I 1 U I I U I I I . U \J.\J I V. V I U.U| U.U| \J.\J I U.U|

m CHANGE IN R EV EN U ES ( ) 0.0 0.0 0.0 0.0 0.0 0.0

1 FUND SOURCE (Thousands of Dollars)
E 1002 Federal Receip ts

1003 GF Match
1004 GF
1005 GF/Program Receipts

n 1006 GF/MHTIA
Other
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

E stim ate  o f an y  c u rre n t y e a r (FY94) co s t: $ None

POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0

i TEMPORARY 0 0 0 0 0 0

ANALYSIS: (A ttach a  sep a ra te  p a g e  it ne cessa ry)

This bill a llow s the d ep a rtm en t to fulfill the conditions o f H B 1 3 4 , en acted  in 1991. T h e  exact refund am o un ts  are attached 

and match the requested appropriation.

M  / /
/ Ron Swanson. D i r e c t o r ^ % f f i x l^ Z 7 ~

Land UL
Prepared by: 
Division:
Approved by Commissioner:

/̂̂ R a rry  A. Noah 
Agency: Natural R esou rg tfs/  /

P hon e : 
Date :

Date:

762-2692
24-Jan-94

24-Jan-94

PREPARER:
(CSHBS9.XLS Rev 1/24/94)

/IDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE
Jrther distribution information call the Governor's Legislative Office Pago i ot a
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1 »

j 10000 
2 1 o r .  OH
21051j  
210500 
210550
i i c n d
210593
i o n ? o i

— •' y  •
S l a l l o t d .  Or.rce 1 l- J n l  31 ApptOVad

A p p ro v e d
30-Sap 91 0000.00 0000.00 W o i  t u b ]  to  d o f a u i t

J u l i r i l i l i i ,  11..n . 1,1 i n - J n i  m 2 4 v i o l  01 0.00 6050.00 6050.00 —
*

Ve i l .  M a t t .  A . 33 Ju l-9  1 A pp ro v o d
A p p r o v e d

29-Atjp-9 1 3575.00 (Discount i f s « ti to  b i io a  cu<i «m(
A l l i e o n ,  D i t . n y  I I . _0 2-Ano-0 1 

0 7 -A i to ‘J  1
22-Atru 31 230.00 0 00 730.00

O ro w n .  Dete r .  A . A p p ro v e d  
A pp to  vo d  
A p p ro v e d

_ 2 2 - A . r o  3 1 
_ 3 2 . A o o . 9 i  

30-Sepb ’ i

0.00 1103.00 003.00
M l l . o t o w a ,  J o i n t  W . 07-Aoo 01 0.00 3160.33 3160.33
M a l o t i e ,  D a v i d  J . 2 0 A u o ! )  1 0.00 6126.00 612S.OO u j r
G r o a i .  1 l a t v o y  (1. 2 l-A uo -0 1 A p p ro v e d 22-Auo 91 4141.40 0.00 <1141.40

210506
n i o o i j

S im o n .  G inn  S . 30-Ai i q -9 I A p p to v a . I 30 Sep-91 CG25.00 u 6025.00 W i t  t u b ]  to  d u fa u f t
W i l c o i r .  l l K O t lo r *  C. O-l-Sep-OI A p p ro v e d ! G-Sep-9 1 1711.23 0.00 171 1.23 W a i  i u IJ  to  d a f i u t t

i o j g 5o L o w i j ,  J v n a i  F. 15-0c( 31 A pp ro v e d 13 Uov-3 t 327G.79 0.00 3276.73
204400 M i c l i r r d i o n ,  VA l l . j rn 01 Oc(-3 I Ap-proved 6 l7 o v 3 t 040.72 0.00 G40.72 W a s  aub ]  t o  d o f i o t t
h i  o n n o
4 1033 2

W o v t i .  C l a y  J . 00 'S t( l :9  t Ootda tl 2f i-Sep 91
Kn l t n o r .  l o r n  f l . 06-S >o-QI 

09So i>-91
Don iod 26-Sop-91 —2 1657-1 U n i d e r l o r ,  l l a y t j o n  A . A pp ro v e d l i i - S o p - n i 1202.50 0.00 1702.50

i 03563 Co rpon io r .  C u o m o  f l . 11-5 op-91 A p p ro v e d 20-Sop-91 7034.05 0.00 7034.05
210025 U i n l l l l f ,  Patt i l2 S .p - 9 1 A p p ro v e d 30-Sap-91 5750.00 u 6750.00
103002 f/ o rd t n a i k ,  W i l l i jm  t). 23 Sop-91 A p p ro v o d 2S-Scp-9I 7227.G1 0.00 7227.61
i o n o o -1 L o c k h a r t  G r c f l 27-Sep-31 D en ied D -O d- a i --103001 ( la i lan i i r .n ,  G co r t . a nO-Sap-91 A p p r o v e d 25 l lov-91 2330.2-1 0.00 2336.2-1 W « s  t u b ]  to  d e f a u l t  & on M i l  Land
200261
216S03

C l u l i l l o .  C l . t i a o a - o c t - o i A p p r o v e d 11-Ocl-91 2025.00 0.00 2025.00
1 l a n l c y .  ( l o b c r i  G . 00 Cicl-91 A p p r o v e d n i iov-9 i 6760.00 u 11750.00 W a t  l u b f  t o  »U(au lt  .  )

■110333 Coo l ,  J a c k  f i . lO  O c i  91 Den ied 15 Ocl-91
103543 I l o v y ,  M i c h a e l  C. 10 Ocl-91 A p p ro v e d 24 Ocl-91 1354.0(1 0 00 1354.11(1
I03S65 M c f a r l i n d .  J a m o i 21-Ocl-91 A p p ro v e d 13 Hov- 'J I 0.00 6534.57 0534.57
4 0 o r  ’ A m l iu u l t l ,  f t e t l 2-1-Oct-3l A p p ro v o d 3 Ooc-91 523.40 0.00 523.46
2106JU M u n d y ,  W a y  no OI- Ifov-91 A p p ro v e d 22-Hov-n 1 • 6750.00 u 5760.00 W t s  eu ty  to  d e f a u l t
220312 O a v l t .  G o r d o n 0 l-Nov-91 D en ied 21 t/ov-91
103504 C o n t ia n ,  O t ian G . 2 I f  l a v - 31 A p p ro v e d 22-f lovA) 1 7046.31 0.00 7045.91
2IGG42 Okailoy . M a i c n a 12 Oec-91 A p p r o v e d VJ-O.c-91 10050.00 u 10050.00 W a s  iub| to  d o f a o l t
■4O902G f l o l i l n c o n .  Dan|tm ll l P. 02-J«.i-92 A p p ro v e d 11 -Mar-92 0.00 545. on 645.011 11
400413 Mol l and . l l e r r . a r d  G . GQ-Jan-93 A p p r o v e d 29vJ jn-92 940.75 0 00 94(1.75 W a t  nut)] to  da(*t/t

f ’* u«  1
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2 1 0 0 0 ) S c l u v a c l i o i i .  J o hn  £. t 7 -Jj i . 02 A p f u o v i d GM jr-02
10.7 7 10 S c l t w c l i o r .  J o t l i o y  L. 2 2 0 j i .  0 2 App roved 23-JJn 07
1031)74 f n n k i ,  Donn l t  W . 0 S f i U 3 2 Oonl* ■( 25 Tcb 97
21372(1 5odoMUo . i i ,  G i r y 13 rob 92 Apn« i«o . l 2  l .1 u  92
1 0 3 7 0 0 S loV o i ,  f i tch n i l  I . 0 /  Ecb 32 A p p ro v i d 25-Fob 32
103517 Ih l l l i .  Dona ld  G. 3 1 M j i -32 A p p to v i d (1 Apr-02
2 1 5 0 0 4 7.4i l l  o i l .  E l i c  5. OO Apr 02 Appn tv ad 1 S-Apr-02
210505 K m n .  f d v . i n l  O. 0 3  Apr-32 App rovod 1  G-Apr-92
400335 r i J i k o i i .  O iu ld  C. 1 I d !  jy -32 App rovod I 2 - M i y  32
400533 f l i l o r t y ,  D i c l im l  f l . 2 2 - M jv  32 A p p io v i i l 10 Jun-32
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F I S C A L  N O T E

1993 LEGISLATIVE SESSION
Rovlslon Oale: ___________________
Title:

S T A T E  O F  A L A S K A

BILL NO. 
Department Alfoctod:

HB 59

Natural Resources
Rosourco Management‘Making a special appropriation lor refunds 8RU: 

to Iho Veteran's Land Discount-____________Componenls: Land Manaqomont
Sponsor. Houso Military and Veterans

House Military and Veterans Componont Serial No. 431

EXPENDITURES/REVENUES:
- 9

(Thousands of Dollars)
-

OPERATING FY 94 FY 95 FY 96 FY 97 FY 98 . FY 99
PERSONAL SERVICES 0.0 0.0 0.0 0.0 0.0 0.0

TRAVEL 0.0 0.0 0.0 0.0 0.0 0.0

CONTRACTUAL 0.0 0.0 0.0 0.0 0.0 0.0

SUPPLIES 0.0 0.0 0.0 0.0 0.0 0.0

EQUIPMENT 0.0 0.0 0.0 0.0 0.0 0.0
LAND&STRUCTURES 0.0 0.0 0.0 0.0 0.0 0.0
GRANTS,CLAIMS 0.0 0.0 0.0 0.0 0.0 0.0
MISCELLANEOUS 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 o.oj 0.0

REVENUE fund sourco: 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING:
■ (ThousancIs ol Dollars)

1002 Federal Receiols 0.0 0.0 0.0 0.0 0.0 0.0
1003 GF Match 0.0 0.0 0.0 0.0 0.0 0.0
1004 GF 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Proqram Receiols 0.0 0.0 0.0 0.0 0.0 0.0

1006 GF/MHTIA 0.0 0.0 0.0 0.0 0.0 0.0

Other 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

POSITIONS:
FULL-TIME 0.0 0.0 0.0 0.0 0.0 0.0
PART-TIME 0.0 0.0 0.0 0.0 0.0 0.0
TEMPORARY 0.0 0.0 0.0 0.0 0.0 0.0

Estlmoto of curront yc j r  (FY93) Impact: 5 No fiscal Impact anticipated

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
Forlu^iB

(RE V 11/92) (Wo<m xfe/DNfT FISCAL NOTF.: DNR >  I of I





^  U n i t e d  S t a t e s  F o r e s t  A l a s k a  R e g io n  201 E.  9 t h  Ave.
D e p a r tm e n t  o f  S e r v i c e  S&PF S u i t e  206
A g r i c u l t u r e  A ncho rage ,  AK 99501

9 0 7 - 2 7 1 -2 5 7 5

R e p l y  t o :  3400 

D a t e :  March 12, 1993

K i m b e r l e y  E e n t o n ,  P r e s i d e n t  
C om m un ica t ion  E s s e n t i a l s  
621 W. 9 0 t h  Ave.
A n c h o r a g e ,  AK 99515

D e a r  K i m b e r l e y :

T hanks  f o r  y o u r  l e t t e r  o f  F e b r u a r y  28 .  H o p e f u l l y  t h e  f o l l o w i n g  i n f o r m a t i o n  w i l l  
h e l p  c l a r i f y  t h e  s p r u c e  b a r k  b e e t l e / K a c h e m a k  Eay s i t u a t i o n :

( 1 )  L a r g e  a r e a s  o f  blowdown o c c u r r e d  i n  1981 n e a r  t h e  A u r o r a  S p i t / M a l l a r d  
Eay a r e a s .  A p p r o x i m a t e l y  2 - 3  y e a r s  l a t e r ,  s p r u c e  b a r k  b e e t l e  a c t i v i t y  
i n c r e a s e d  i n  t h e s e  a r e a s  a nd  h a s  i n c r e a s e d  u p  t h r o u g h  1988.  The f o l l o w i n g  
t a b l e  s h o w s ,  by  y e a r ,  t h e  number o f  a c r e s  i n f e s t e d  ( a l s o  d e p i c t e d  i n  t h e  
e n c l o s e d  g r a p h ) ,  t h e  g e n e r a l  a r e a ( s )  o f  t h e  i n f e s t a t i o n ,  t h e  number  o f  a c r e s  
i n f e s t e d  t h a t  o c c u r  w i t h i n  t h e  p r o p o s e d  S e l d o v i a  N a t i v e  A s s o c i a t i o n  
" B u y - o u t n l a n d s  and  t h e  p e r c e n t a g e  o f  t h e  t o t a l  i n f e s t e d  a r e a  t h a t  o c c u r s  
w i t h i n  o r  c l o s e  t o  t h e  p r o p o s e d  " B u y - o u t "  l a n d s .

YEAR TOTAL ACRES INFEST. AREAS SNLA ACRES % OF TOTAL

1992 12 ,454 AURORA SPIT ;  HALIBUT 100 0 . 8
1991 6 , 8 2 0 AURORA SPIT— BATTLE 15 0 . 2
1990 1 0 ,000 AURORA SPIT— BATTLE 275 3 . 0
1989 10 ,000 AURORA SPIT-BATTLE 10 0 .1
1988 1 0 ,000

2 , 5 8 7
AURORA SPIT— BATTLE 55 0 . 5

1987 MALLARD BAY 20 0 . 7
1986 3 , 6 6 0 MALLARD BAY/BEAR COVE 0 0 . 0
1905 200 MALLARD BAY 25 1 2 .5
1984 312 AURORA SPIT— MALLARD 30 10 .0
1983 0 0 0 . 0
1982
1981

0
0 BLOWDOWN OCCURRED

0 0 . 0

As you  c a n  s e e ,  v e r y  few  o f  t h e  i n f e s t e d  a r e a s  have  and  a r e  o c c u r r i n g  i n  t h e  
p r o p o s e d  " b u y - o u t "  a r e a .  The m a j o r i t y  o f  t h e  i n f e s t a t i o n  h a s  o c c u r r e d  i n  
t h e  H a l i b u t  C o v e / A u r o r a  S p i t  and  M a l l a r d  Bay a r e a s .  The i n f e s t a t i o n  has  
g r a d u a l l y  s p r e a d  t o w a r d s  B a t t l e  Cree l :  and  n o t  t o w a r d s  S e l d o v i a .

Caring I or (ho Land and Serving Pooplo

US FOREST SER VICE LETTE R  _  f w a o w a <7*81
RE: SPRUCE BARK BETTLE/KACHEMAK AREA



[ I 1 Kimberley Eenton

( 2 )  Even th o u g h  t h e  number  o f  a c r e s  i n f e s t e d  i n  1992 i s  12 ,4 54  v s .  6 ,8 2 0  i n  
1991,  I  d o n ' t  b e l i e v e  t h i s  r e p r e s e n t s  a  s i g n i f i c a n t  i n c r e a s e  i n  s p r u c e  
b e e t l e  a c t i v i t y .  T h e s e  d i f f e r e n c e s  p r o b a b l y  r e p r e s e n t  m a pp ing  e r r o r s  
b r o u g h t  a b o u t  by w e a t h e r  c o n d i t i o n s  t h a t  a f f e c t  v i s i b i l i t y  when mapping  and 
d i f f e r e n t  a e r i a l  s u r v e y  c r e w s .  A e r i a l  s k e t c h  m app ing  i s  n o t  m e a n t  t o  be  a 
p r e c i s e  t o o l  b u t  r a t h e r  a  method o f  o b t a i n i n g  a  good e s t i m a t e .

( 3 )  The s p e c i e s  o f  s p r u c e  o c c u r r i n g  on S e l d o v i a  N a t i v e  A s s o c i a t i o n  l a n d s  i s  
S i t k a  s p r u c e  ( P i c e a  s i t c h e n s i s ) . R e s e a r c h  s t u d i e s  h a v e  d e m o n s t r a t e d  t h a t  
w h i t e  s p r u c e  i s  t h e  " b e s t "  h o s t  i n  t e r m s  o f  p r o g e n y  p r o d u c t i o n  f o l l o w e d  by 
t h e  h y b r i d ,  L u t z  s p r u c e ,  f o l l o w e d  by  S i t k a  s p r u c e .  B l a c k  s p r u c e  i s  r a r e l y  
a t t a c k e d .  The m a j o r i t y  o f  p a s t  s p r u c e  b e e t l e  o u t b r e a k s  h a v e  o c c u r r e d  i n  t h e  
w h i t e  an d  L u t z  s p r u c e  s t a n d s  o f  s o u t h - c e n t r a l  an d  i n t e r i o r  A l a s k a .  S i t k a  
s p r u c e  s t a n d s  a r e  l e s s  s u s c e p t i b l e  t o  s p r u c e  b e e t l e  o u t b r e a k s .  T h i s  i s  
p r i m a r i l y  due  t o  t h e  s u i t a b i l i t y  d i f f e r e n c e s  n o t e d  a b o v e  and  t h e  h a r s h e r  
c l i m a t i c  c o n d i t i o n s  a s s o c i a t e d  w i t h  m a r i t i m e  S i t k a  s p r u c e  s t a n d s  w h ic h  
m o d e r a t e  s p r u c e  b e e t l e  d i s p e r s a l  a n d  d e v e l o p m e n t a l  t i m e s .  However ,  s p r u c e  
b e e t l e  o u t b r e a k s  i n  S i t k a  s p r u c e  h a v e  and  a r e  o c c u r r i n g  a s  i s  e v i d e n t  i n  t h e  
Kachemak Eay,  H a i n e s ,  a n d  G l a c i e r  Bay N a t i o n a l  P a r k  a r e a s .

I  hope  t h i s  a n s w e r s  y o u r  q u e s t i o n s .  I f  you  n e e d  f u r t h e r  c l a r i f i c a t i o n  o r
i n f o r m a t i o n ,  p l e a s e  g i v e  me a  c a l l  a t  2 7 1 - 2 5 7 3 .

. HOLSTEN 
F o r e s t  E n t o m o l o g i s t

E n c l o s u r e

c c :
R. B u r n s i d e - D O F / S t a t e  o f  A l a s k a

S i n c e r e l y ,

Canng lor the Land and Serving People

FS-0200-28 (7-82I
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HOUSE BILL 76 ( P u r c h a s e  o f  i n h o l d i n g s  a n d  t i m b e r  r i g h t s  i n

Ka c h e m a k  B a y  S t a t e  P a r k )

HISTORY OF KACHEMAK BAY BUYBACK

I n  1970 t h e  A l a s k a  S t a t e  L e g i s l a t u r e  s e t  a s i d e  250,000 a c r e s
A C R O S S  F R O M  H O M E R ,  C R E A T I N G  K A C H E M A K  B A Y  S T A T E  P A R K  I N  O R D E R  
T O  P R O T E C T  T H E S E  P R I S T I N E  L A N D S  A N D  W A T E R S  F O R  T H E I R  U N I Q U E  
A N D  E X C E P T I O N A L  S C E N I C  B E A U T Y  A N D  R E C R E A T I O N A L  U S E ................

D u r i n g  t h e  y e a r s  1971 t h r u  1974, t h e  A l a s k a  N a t i v e  C l a i m s  
S e t t l e m e n t  A c t  a l l o w e d  t h e  S e l d o v i a  N a t i v e  A s s o c i a t i o n  (SNA) 
T O  M A K E  A  S E L E C T I O N  O F  69,000 A C R E S  O F  L A N D  I N  T H E  S E L D O V I A  
a r e a ;  h o w e v e r ,  t h e  s t a t e  p r o t e s t e d  t w o  o f  S N A ' s  s e l e c t i o n s
L E A V I N G  T H E M  NO A L T E R N A T I V E  B U T  T O  S E L E C T  T H E  R E M A I N I N G30,000 a c r e s  w i t h i n  K a c h e m a k  B a y  S t a t e  P a r k .

I n  1975, t h e n  G o v e r n o r  J a y  H a m m o n d  a g r e e d  t h a t  t h e  S t a t e
W O U L D  W O R K  W I T H  T H E  S E L D O V I A  N A T I V E  A S S O C I A T I O N  T O  A T T A I N  
A  L A N D  T R A D E  F O R  S N A ' S  P A R K  I N H O L D I N G S .

F o u r  y e a r s  l a t e r ,  SNA s i g n s  a  M e m o r a n d u m  o f  U n d e r s t a n d i n g
T O  E X C H A N G E  I T S  7 . N H O L D I N G S  F O R  S T A T E  L A N D S  O F  E Q U I V A L E N T  
V A L U E .

F o u r  m o r e  y e a r s  g o  b y ,  a n d  d u r i n g  t h e  p e r i o d  o f  1982 t h r u  1986, O N L Y  T W O  S M A L L  L A N D  T R A D E S  T A K E  P L A C E  T O T A L I N G  5,000 
A C R E S  A N D  F U R T H E R  N E G O T I A T I O N S  F A I L E D  T O  T R A D E  T H E  R E M A I N I N G  
I N H O L D I N G S  D U E  T O  A  S H R I N K I N G  P O O L  O F  S T A T E  L A N D S  A N D  
D I S A G R E E M E N T S  O V E R  L A N D  V A L U E S .

SGN
4-21-93
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Pa g e  Tw o
Ho u s e  Bi l l  76 - Co n t i n u e d

I n  1 9 8 7  LAND TRADE NEGOTIATIONS FAILED AGAIN WITH THE STATE 
a n d  t h e  S e l d o v i a  N a t i v e  A s s o c i a t i o n  s e l l s  i t s  t i m b e r  r i g h t s  
t o  T i m b e r  T r a d i n g  C o m p a n y  (TTC).
T h e  S t a t e  i n  1 9 8 8  a p p r o a c h e s  T i m b e r  T r a d i n g  a n d  t h e  S e l d o v i a  
Na t i v e  As s o c i a t i o n  w i t h  a n  o f f e r  o f  a  t r e e s - f o r - t r e e s  a n d  
a  l a n d - f o r - l a n d  t r a d e .

A YEAR LATER, THE STA TE, (SNA) AND (TTC)  S IG N  A PRELIM INA RY 
EXCHANGE AGREEMENT OU TLINING THE PROCESS FOR CONDUCTING 
A P P R A IS A L S  AND CREATING REPLACEMENT POOLS FOR LAND AND TIM BER .
T h a t  s a m e  y e a r , S N A ' s  l a n d  v a l u e  i s  a p p r a i s e d  b y  s e p a r a t e
A P P R A IS E R S  AT D IFFE R E N T  AMOUNTS AND A THREE PARTY REVIEW PANEL 
MAKES A DETERMINATION AS TO A 1 AND CASH VALUE. TIMBER TRADING 
R ECEIVES A P P R A IS A L  FIGURE FOR THE SELDOVIA AREA TIMBER WHILE A 
COMBINED STATE AND TTC ARBITRATER SETS THE VALUE AT A D IF F E R E N T  
LEVEL FOR EXCHANGE PU RPO SES.

F o r m e r  Go v e r n o r  S t e v e  Co w p e r , i n  1 9 9 0 ,  i n t r o d u c e s  a n  a p p r o p r i a t i o n s
B I L L  TO PROVIDE FOR THE CASH PURCHASE OF SNA'S PARK INHOLDINGS AND TTC'S TIMBER I N  LIE U  OF THE STATE PRESENTIN G ANY TIMBER OR LAND 
EXCHANGE PACKAGE. FOUR DAYS BEFORE THE CLOSE OF THE L E G IS L A T I V E
s e s s i o n , Co o k  I n l e t  R e g i o n , I n c . ( C I R I )  e n t e r s  t h e  p r o p o s e d  p u p c h a s e
FOR SUBSURFACE RIGHTS W IT HIN THE PARK. THE A P P R O P R I A T IO N S  B I L L  F A IL S
t h e  Ho u s e  o n  a  2 0 - 2 0  v o t e .

F o l l o w i n g  t h e  b i l l ' s  f a i l u r e ,  TCC b e g i n s  t h e  a p p l i c a t i o n  p r o c e s s
TO SECURE THE NECESSARY PERM ITS TO BEGIN TIMBER HARVESTING.

I N  1 9 9 1 ,  L E G IS L A T IO N  I S  INTRODUCED I N  BOTH THE HOUSE AND SENATE 
TO PURCHASE LAND, TIMBER AND SUBSURFACE RIGHTS W IT H IN  KACHEMAK
B a y  S t a t e  P a r k .  N e i t h e r  b i l l  i s  e n a c t e d  a n d  TCC f o r m a l l y
SUBMITS PRFELIM IN ARY PER MIT A P P L IC A T IO N S  TO THE STATE OF ALASKA.
T h e  s t a t e  h o l d s  p u b l i c  h e a r i n g s  i n  An c h o r a g e , Ho m e r  a n d  j c l d o v i a .

Ma j o r  f o c u s  i s  on  t h e  Ka c h e m a k  Ba y  Bu y b a c k  d u r i n g  1 9 9 2 .  SNA, TCC 
AND C I R I  AGREE TO A $ 2 2  M ILLIO N CASH BUYOUT PACKAGE. LEG IS L A T IO N  
I S  INTRODUCED I N  BOTH THE HOUSE AND SENATE FOR THE PURCHASE FROM
Ex x o n  Oi l  S p i l l  m o n i e s  a n d / o r  t h r o u g h  a  c o n t i n g e n t  a p p r o p r i a t i o n  
f r o m  t h e  R e s t o r a t i o n  En d o w m e n t . L e g i s l a t i o n  f a i l s  t o  p a s s  t h e  
1 7 t h  L e g i s l a t u r e .
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Pa g e  Th r e e
Ho u s e  B i l l  76 - Co n t i n u e d

B e f o r e  t h e  1 8 t h  L e g i s l a t u r e  c o n v e n e s  on  J a n u a r y  1 1 ,  1 9 9 3 ,  t h e  
FOLLOWING EVENTS OCCURED: $ 2 0 , 5 0 0 , 0 0 0  I S  D E PO SITED  I N  THE ALYESKA
S e t t l e m e n t  F und  f r o m  an  Ag r e e m e n t  & Co n s e n t  d e c r e e  ( c i v i l  s e t t l e m e n t ) 
ENTERED NOVEMBER 2 5 ,  1 9 9 2  WHICH INCLUDES AN ALLOCATION OF $ 7 , 5 0 C , 0 0 0  
FOR THE PURCHASE OF THE INHCLDINGS IN KACHEMAK BAY STATE PARK; 
ADDITIONALLY THE EXXON O l L  S P I L L  TRUST COUNCIL OKAYS A $ 7 , 5 0 0 , 0 0 0  
A P P R O P R IA T IO N  FROM EXXON SETTLEMENT FUNDS FOR KACHEMAK PURCHASE AND
Ho u s e  B i l l  7 6 ,  w h i c h  Re p r e s e n t a t i v e  Ga i l  P h i l l i p s  i n t r o d u c e s  o n  
J a n u a r y  2 2 ,  p r o v i d e s  f o r  t h e  r e m a i n d i n g  a p p r o p r i a t i o n  o f  $ 7 , 0 0 0 , 0 0 0
FROM THE CRIMINAL F I N E S  LEVIED AGAINST EXXON TO COMPLETE THE FUNDING 
PACKAGE FOR THE PURCHASE.

On Ma r c h  4 ,  Go v e r n o r  Hi c k e l  f o r m a l l y  a n n o u n c e s  a n  a g r e e m e n t  b e t w e e n
ALL CONCERNED P A R T I E S  TO BUYBACK THE PR IV ATE INHOLDINGS I N  KACHEMAK
Ba y  S t a t e  P a r k . T h e  a g r e e m e n t  i s  f o r m a l l y  s i g n e d  b y  t h e  S e l d o v i a  
Na t i v e  As s o c i a t i o n , C o o k  I n l e t  Re g i o n , I n c . ,  T i m b e r  T r a d i n g  Co m p a n y , 
I n c . ,  a n d  t h e  S t a t e  o f  Al a s k a .

SGN
4-21-93
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AGREEMENT FOR SALE AND PURCHASE GF LANDS ANO INTERESTS WITHIN
KAC HEM AK BAY STATE PARK

THIS AGREEMENT is m ade by and betw een the  Se ldovia  N a tive  A ssoc ia tion  (SNA), T im ber 
T ra d in g  C om pany (TTC), C ook  In le t R egion, Inc . (CIRI), as "Sellers", and the  State or A laska as 
"Purchased (co llec tive ly , the "Parties").

1. G R AN T OF O P T IO N . Sellers hereby each g ran t to  Purchaser the exclus ive  op tion  to 
purchase  a ll Sellers' p ro p e rty  rights w ith in  the K achem ak Bay State Park, as m ore  p a rtic u la rly  
described  in  A ttachm en t A  ("the Property"), such purchase to  be m ade in  accordance  w ith  the terms 
and  c o n d itio n s  o f  th is Agreem enr.

2. EXERCISE OP O P T IO N . Purchaser hereby agrees, sub jec t to  a ll app rop ria tions  required 
to be m ade by the Alaska Legislature to p ro v id e  fo r paym ent o f the purchase p rice  and subsequent 
app rova l o f such appropria tions by the G overnor o f Alaska, to  exercise its exc lus ive  o p tio n  to purchase 
the P roperty in  accordance w ith  the terms and  cond itions  o f this Agreem enr.

3. O P T IO N  TERM S. The o p tio n  paym en t is Ten D o lla rs  ($ 1 0 .0 0 ), the  rece ip t and 
s u ffic ie n cy  o f w h ic h  is hereby acknow ledged  by Sellers. The o p tio n  m ay be exercised d u ring  the 
p e rio d  b eg in n in g  w ith  Purchaser's e xecu tion  o f  th is  A g reem ent and e nd in g  D ecem ber 31, 1993 
unless extended  in w r it in g  b y  the parties. This o p tio n  shall be  exerc ised b y  w r itte n  n o tice  from  
Purchaser to Sellers at the b e lo w  p rov ided  addresses.

4. PURCHASE PRICE. The purchase p rice  fo r the P roperty  is $22  m ill io n ,  w ith  agreed 
upon  paym ents o f $15.5 m illio n  to SNA, $4.5 m illio n  to TTC, and $2 m illio n  to  CIRI.

5. INTEREST C O N VE YED . A t d o s in g , Sellers each sha ll execute  and de live r to Purchaser 
such deeds o r assignment docum ents as m ay be necessary to co nve y  th e ir  respective interests to the 
p rope rty . SN A and CIRI do  hereby w a rra n t and represent to  Purchaser as fo llo w s : (1) tha t SNA and 
CIRI are vested w ith  t i t le  to  the p rope rty  to  the extent conveyed  to  SN A and CIRI pursuant to B IM  
In te rim  C onveyance N um bers  139, 304 and 3 7 2  w ith  respect to SN A  and  In te rim  C onveyance 
N um bers 102. 140. 305 and 373 w ith  respect to CIRI. and (2) th a t no liens, encum brances, de feas  o r 
th ird  parry interests have been created in the Property, except th a t SN A has conveyed  ce rta in  tim ber 
righ ts on  the Property to  TTC pursuant to  the T im her Sale A greem ent dated M a y  30. 1987 ('T im ber 
Agreem ent"). TTC does hereby w arran t and  represent to Purchaser as fo llo w s : (1) th a t TTC holds a ll 
in terests in  the Property conveyed hy rhe T im her Agreem ent; and  (2) th a t no  liens, encum brances, 
defects o r th ird  party interests have been created in  the in te rest conveyed  to  TTC b y  the T im ber 
A g reem ent. A t c los ing , Sellers each sha ll execu te  and d e liv e r  tn  Purchaser such deeds o r 
assignm ent docum ents w arran ted  as above described as m ay be necessary to convey th e ir  respective 
in terests to the  Property. If  any S e lle r fa ils  to  co nve y  t it le  o r  o th e r in te res t as req u ire d  by th is  
A greem ent, Purchaser is no  longer bound  by th is  Agreem ent w ith  respect to  any Seller. N o  Seller 
shall be liab le  fo r the acts o r in a b ility  o f another Seller to convey title .

6. R IG HT TO  ENTER PROPERTY. Sellers agree th a t from the. dare th is  A greem ent is fu lly  
execu ted  by the  Parties, Purchaser and its agents, upon  reasonable  n o tice , shall have  the righ t to  
enter th e  P ro pe rty  for a ll law ful purposes in  connection w ith  th is  A g ree m e n t, in c lu d in g  
env ironm enta l aud it purposes, p rov ided  Purchaser provides su ffic ien t in d e m n ific a tio n  to  the Sellers.

7. CLO SIN G  p i a CE A N D  d  sTE. The Parties agree to  endeavor in  good fa ith  to  close on 
o r befor® 60 days a fte r a ll a pp ro p ria tio n s  m ade by th® A laska  Leg is la tu re  have heen m ade and 
approved  by the C ove rno r, in c lu d in g  those re lated to  funds p ro v id e d  b y  the  A lyeska settlem ent and 
the Exxon Valdex Trustee C ou nc il; p rov ided , how®v«r, i f  docum ents th a t are requ ired  to be provided 
o r co m p le te d  and executed by the  Parties have no t been tendered  b y  th a t date, th e  c los ing  shall

GALE ACREEMENT AND 
ADDITIONAL INFORMATION
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take p lace  w ith in  60 days after rece ip t o f such docu m e n ta tio n . The date, lim e  and  loca tion  o f c losing 
shall be set hy Purchaser.

8. QTHFR a G r f f m f n t S A N D  A C T IO N S . The Parties agree to ta ke  o the r action  or 
enter in to  o ther agreem ents reasonab ly  necessary to  the exerc ise  and c los in g  o f  th is  Agreem ent, 
in c lu d in g  A ttachm en t 0 .

9. t e r m i n a t i o n  Unless o the rw ise  agreed to  in  w r it in g  b y  each o f the  parties, th is 
A greem ent shall te rm ina te  upon c los ing  o r on D ecem ber 31 , 1993, w h ich eve r is e a rlie r; prov ided, 
how ever, th is  Agreem ent shall a u to m a tica lly  te rm ina te  if, du ring  its 1993 session, the  Legislature does 
n o t app ro p ria te  a ll funds requ ired  to be app ropria ted  to  p rov ide  fo r paym ent o f  the  purchase p rice , 
or i f  the  G ove rno r vetoes such a pp rop ria tion  by the Legislature.

10. SEVERABILITY. In the even t any o f the p rov is ions o f th is  A greem ent are deemed to be 
unenfo rceab le , the en fo rceab ility  o f the rem ain ing  prov is ions o f  th is  A greem ent sha ll no t be affected.

11. SIGNATURE A U T H O R IT Y . Each s ignatory  to th is  Agreem ent represents tha t he has the 
a u th o r ity  ro b in d  h is p rin c ip a l to  th is  Agreem ent. Tnis A g reem en t m ay be exer.tired  in several 
counterparts, each o f w h ic h  shall an o rig in a l, but a ll o f w h ich  shall constitu te  the  same instrum ent.

12. N O TIC E. W ritte n  notices sha ll be p rov ided  to the parties at the  fo llo w in g  addresses:

Seldovia Native Association State of Alaska
P.O. Drawer L Department o f Natural Resources

Cook Inlet Region, Inc.
P.O. Box 93330 
Anchorage, AK 99509-3330

Seldovia, AK 99663-0250 Director, Division of Land 
P.O. Box 107005 
Anchorage, AK 99510-7005

Timber Trading Company, Inc. 
3501 Denali St, Suite 202 
Anchorage, AK 99503

Craig Tillery 
State of Alaska 
Attorney General's Office 
1031 West 4th Ave. Suite 200 
Anchorage, AK 99501

Timber Trading Company, Inc.

Date; ^

Cook Inlet Region, Inc.

7  - / o  - f  ?
State of Alaska

S*'« & Purcbwa Agwmtni • KBSP
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A T T A C H M E N T  A

S N A  L A N D S  T O  B E  A C Q U I R E D  B Y  S T A T E

*  A l l  l a n d  d e s c r i b e d  b e l o w  i s  w i t h i n  S e w a r d  M e r i d i a n  a n d  is 
i d e n t i f i e d  i n  B L H  I n t e r i m  c o n v e y a n c e s  1 3 9 ,  3 0 4 ,  3 7 2

l e g g l  Degcrip-tifln A p p r s a i a a t e  A c r e a o e

j T o w n s h i p  7 S o u t h ,  R a n g e  12 W e s t

A . S e c t i o n  13 ( f r a c t i o n a l ) :
S % t  NWJj, S % N E ^ ,  SJjNW*N2%, NW%NWfjNE>*, W ^ N E ^ N W ^ N E ^

5 7 5

\  B* S e c t i o n s  2 2  ( f r a c t i o n a l ) :  e x c l u d i n g  
L o t  1  a f  U S S  3 6 0 6 3 7 0

S  C. S e c t i o n  29: e x c l u d i n g  A D L  4 1 0 8 4 - 4 1 0 8 5  

l o c a t e d  i n  NW^svft 4 1 0

y! D * S e c t i o n  30: e x c l u d i n g  U S S  3 9 1 2 .  U S S  3 9 7 7 ,  
T r a c t s  A ,  C, a n d  D  o f  ASLfl 7 6 - 1 1 4 ,  A D L  4 1 7 0 4 ,  
l o c a t e d  i n  s w h s u * : 4 0 8

1 E. S e c t i o n s  1 9  ( f r a c t i o n a l ) ,  2 0  ( f r a c t i o n a l ) ,
2 1  ( f r a c t i o n a l ) ,  2 3  ( f r a c t i o n a l ) ,  2 4  ( f r a c t i o n a l )

2 5  ( f r a c t i o n a l ) ,  26, 2 7  ( f r a c t i o n a l ) ,  2 8 ,  3 1 ,  3 2 ,  
3 3 ,  34, 35, 34* A l l  7 ,  <-29

T o w n s h i p  a Soivth, R a n g e  1 2  W e e t

i i  A * S e c t i o n s  l, 2, 3, 4, 7, ( f r a c t i o n a l ) ,

8 ( f r a c t i o n a l ) ,  9, 1 0 ,  1 1 ,  12, 13, 14, 15,

2 2 ,  2 3 ,  24, 23, 2 6 ,  2 7 ,  2 8 :  A l l  12. ,38 5
•

a. S e c t i o n  5 ( f r a c t i o n a l ) ; e x c l u d i n g  A D L  4 9 4 3 1  
l o c a t e d  i n  t h e  W ^ W % s w * j 6 1 5

c. S e o t i o n  6  ( f r a c t i o n a l ) : e x c l u d i n g  A D L  4 8 7 8 7  
a n d  A D L  4 9 4 3 1  l o c a t e d  i n  t h e  E % S W * ;  A D L  4 6 1 4 9 ,  

A D L  4 6 1 5 0 ,  A D L  4 6 1 5 1 ,  A D L  4 6 1 5 2 ,  A D L  4 6 1 5 3 ,  a n d  
A D L  4 6 6 3 0  l o c a t e d  i n  t h e  N ^ S E % ;  a n d  A D L  4 1 0 4 3  
l o c a t e d  i n  t h e  SW^INE* a n d  N W % S E ^ 3 0 0

D« S e c t i o n  1 6  ( f r a c t i o n a l ) ; e x c l u d i n g  A D L  4 6 7 7 3  
l o c a t e d  i n  t n e  sw^sw*j 6 1 5

E. S e c t i o n  2 1 ( f r a c t i o n a l ) ; e x c l u d i n g  A D L  4 7 6 6 5  

l o c a t e d  i n  t h e  SW^NVrtj, A D L  4 1 0 3 6  l o c a t e d  i n  
t h e  N t s wHt A D L  4 1 3 0 0  l o c a t e d  i n  t n a  S % 3 W % 4 9 5

C u m u l a t i v e  T o t a l  23, 8 0 2
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Attachment A

CIRI La n d s Remaining w/in Kachemak Bay State Park

Seward Meridian. Alaska

Township 7 South, Range 12 West
Sec. 12. W2, SE4, S2NE4;
Sec. 31, ail;
Sec. 33*34, all.

Containing 2,469.00 acres, more or less.

Township 8 South. Range 12 West 
Sec. 2. W2;
Sec 3-4 all*
Sec. 5, (fractional), excluding ADL 49431;
Sec. S, (fractional), excluding ADL 48787, ADL 49431, ADL 46149, ADL

46150, ADL 46151, ADL 46152, ADL 46153, ADL 46650 and 
ADL 41043;

Sec. 7-8, (fractional), all;
See .  9-11, all;
Sec. 13-15, all;
Sec .  16, (fractional), excluding ADL 46773:
Sec. 21, (fractional), excluding ADL 47665, ADL 41036 and ADL 41300;
Sec. 22-27, ail;
Sec. 28-29. (fractional), all;
Sec .  30, (fractional), excluding U. S. Survey 3605;
Sec. 31-33, (fractional), all;
Seo.  34,  all.

Containing 15,408.83 acres , moro or less.

Township 3 South, Range 13 West
Sec. 24, Lot a of U. S. Survey 4742.

Containing 3.00 acres.

Township 9 South, Range 13 West 
Sec. 1, (fractional), all;
Sec. 2. E2, NW4;
Sec 11, NE4.

Containing 1,275.00 acres, more or less. 

Aggregating 19,157.83 acres, more or less.

Sa to  an d  P u r c h a s e  A o r o n m a n t  -  K 8 S P
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P.8/7-
P.3^3

ATTACHMENT B

A n y  a n d  a l l  p r o p e r t y  i n  w h i c h  T i m b e r  T r a d i n g  c o m p a n y  h a *  a n  

i n t e r e s t  i n  t h e  t f o l l o w i n g  d e s c r i b e d  S e l d o v i a  N a t i v e  A s s o c i a t i o n  
l a n d  o u t s i d e  X a c h m a a k  a a y  s t a t e  Parle -  P e t e r s o n  B a y  a n d  i s l a n d  
P e n i n s u l a .

T o w n s h i p  7 S o u t h ,  R a n g e  1 2  W e s t ,  S e w a r d  K e r i d i a n .

S e c t i o n  10: U S S  4 7 3 7 ,  L o t s  1, 2, a n d  3
: T h a t  p o r t i o n  o f  T r a c t  “A *  e x c l u d i n g :  U S3 1330

S e c t i o n  n : T h a t  p o r t i o n  o f  T r a c t  " A "  e x c l u d i n g :  U S S  1 5 5 7

U S S  3 3 6 2  -  T r a c t  8, Z^ota 1 a n d  2

S a c t i o n  14 & 1 5 :  T h a t  p o r t i o n  o f  T r a c t  "A** e x c l u d i n g :USS 1 5 3 9  

U S S  2 3 9 3
T r a c t  A  o f  U S S  3 3 6 2  

U S S  3 9 0 8  
U S S  3 9 1 8

L o t s  1. 2 ,  3 ,  a n d  4 o f  U S S  3 9 7 3
L o t *  1  a n d  2 0t U S S  4 7 3 6

L o t s  l  a n d  3 o f  U S S  4 7 3 7
L o t s  i - 1 3  i n c l u s i v e ,  B l o c k  1, H a r b o r  H e i g h t s  S u b d i v i s i o n  
L o t s  l - l l  i n c l u s i v e ,  B l o c k  2, E a r h o r  H a i g h t s  S u b d i v i s i o n
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Attachment C
AGREEMENT REGARDING TIMBER HARVEST RIGHTS 

ON LANDS ADJACENT TO PETERSON BAY

State of Alaska agrees that nothing in that Agreement for Sole and Purchase of Lands and 
Interests Within Kachemak Bay State Park (the" Agree ment") 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 not commence timber harvest 
operations on such lands until such time that the Agreement has terminated. TTC agrees not to 
exercise its timber harvest rights ou lands adjacent tu Peterson Bay, including Island Peninsula, 
before April 30,1999, as more particularly described in Attachment B to the Agreement or to 
convey such harvest rights to any other entity except to Seldovia Native Association ("SNA"), 
provided if the transfer is to SNA it will be subject to this restriction against harvest prior to 
April 30,1999.

Timber Trading Company, Inc. State of Alaska

Revised and Acknowledged

Seldovia Native Association

,K! M e - .

^  J - / *  * 3



Civil Settlement Criminal Settlement

Exxon 
One-Time Payment,

Stale of Alaska \  /  \  I  Federal
($50 Mlilon, Subject^* Government
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K A C H E M A K  B A Y  

$ 2 2  M I L L I O N  P U R C H A S E

Timber Trading Company 
$4.5 MILLION

Cook Inlet Region, Inc. 
$2.0 MILLION

Seldovia Native Association 
$15.5 M ILLION

71%



K A C H E M A K  B A Y  $ 2 2  M I L L I O N  F U N D I N G

November 1992 - $32 million 
Alyeska Settlement anr.ounced. 

$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 Oil 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.

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 
Region, Inc. within Kachemak Bay 

State Park.

f l
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FOR RELEASE: March 4, 1993 
No. 93-053

GOVERNOR HICKEL .ANNOUNCES KACHEMAK BUYBACK
JU N EA U —Kachem ak Bay State Park will be made whole again under 

an agreem ent to buyback private inholdings announced today by G overnor 
W alter J. Hickel.

The purchase agreem ent between the State o f A laska and the 
Seldovia Native A ssociation, T im ber Trading Company and Cook Inlet 
Region Inc., would transfer all rights to 23,802 acres of tim berland within 
the park  back to the state. The purchase price is $22 million.

"This has taken a long time to put together, but I think we have a 
w orkable agreem ent where everybody wins," G overnor Hickel said. "I 
w ant to thank all the interested parties for their patience and 
perseverance. And I hope the L egislature will look the agreem ent over 
and act quickly to approve it."

O f the $22 million purchase price, $15.5 million will go to SNA, $4.5 
to TTC, and $2 million to CIRI. The agreem ent is subject to the Legislature 
appropriating  $7 m illion from the $50 m illion crim inal restitution fund 
resulting  from the Exxon Valdez spill and endorsing the A lyeska 
settlem ent, which provides another $7.5 m illion. The Exxon Valdez 
settlem ent trustees have agreed to fund the final $7.5 m illion.

House M ajority Leader Gail Phillips, R-Hom er, com m ented, "Many, 
m any Alaskans have worked for years to get to this day. My appreciation 
goes to the G overnor and the A.G. and all Alaskans for achieving this 
finality . I'm very, very pleased for the Seldovia N ative A ssociation for 
their lands issue finally to be resolved."

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

NEWS RELEASE
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accom plished, and I'm glad to see it's finally been resolved. I'm hopeful 
'he L egislature and the SNA board w ill approve the com ponents of the 
agreem ent. My congratulations to Governor Hickel and Charlie Cole and to 
the C itizens' Coalition for all their help."

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

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

rrmrrr





R ep resen ta tiv e  Tom B rice
ALASKA STATE LEGISLATURE

119 N. Cushman, Ste. 205 
Fairbanks, AK 99701 

907-456-7423
While in Juneau 

State Capitol 
Juneau, AK 99001-1182 

907-465-3466

M E M O R A N D U M

T O :  S e n a t o r  M i k e  M i l l e r

C h a i r m a n ,  S e n a t e  R e s o u r c e s C o j s r i m i t t e e

F R O M :  R e p r e s e n t a t i v e  T o m  B r i d e l  /  J

D A T E :  M a r c h  7 ,  1 9 9 4

S U B J E C T :  C S H B  1 3 2 ( F I N )

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

s u b j e c t  t o  l e g a l  p r o c e e d i n g s  a r e  f e d e r a l  p e r m i t s .  L a n g u a g e  

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

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

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

p e r m i t .

P l e a s e  r e v i e w  t h e  a t t a c h e d  b l a n k  S C S C S H B  1 3 2 (  ) , w h i c h  m a k e s  t h e

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

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

a t t o r n e y  i n  c o n s u l t a t i o n  w i t h  t h e  R e v i s o r  o f  S t a t u t e s .  T h a n k  y o u .

A t t a c h m e n t

□
— District 30

©



- March 25; 1993

Representative Tom Brice 
Alaska State Legislature 
Juneau, Alaska

Ho u se  B ill NO. 132 - An Act Extending the Tune Periods of Permits

Dear Representative Brice,
I wish to take this opportunity tc thank you and your staff for keeping me 

appraised of the continuing work on this most important piece of legislation. I offer 
these comments and observations prior to your hearing schedule starting. For your 
reference, similar comments were included in a report forwarded to Governor Hickei 
as part of a task force report on regulatory reform.

Tne net usable term of a permit or other delivered authorization sometimes is 
reduced significantly or even eliminated entirely when a person or company is 
prohibited from using it due tc some action by an intervening third parry. Amy third 
party may challenge administrative decisionsjregarding permits and other 
authorizations for a variety of frivolous reasons. A person or company can then 
become damaged by the foreshortening of durable time guaranteed by a permit or 
ether authorization.

Tnis legislation 'will provide for mere equal footing by restoring the time 
guaranteed in the original approval You have provided in this legislation a remedy to 
these who suffer monetary or other damage, a mechanism for recovery that has been 
sorely missing for many years. I am sure that others from the mining community will 
provide the committees numerous comments and examples of past problems.

If 1 can be of any assistance during hearing process, piease don't hesitate to 
call. With best regards, I remain.

L’ SI B E L L I C O a L  M IN E . IN C . • 122 . W e  - 302 • 99701

1.ETTEKS OF SUPPORT



March 26, 1993

T o :  R e p r e s e n t a t i v e  T c m  B r i c e

—  f js  /-■*»■<_
F r o m :  C h u c k  H a w l e y ,  M i n i n g  G e o l o g i s t ,  J 3 0 0 - 9 4 1  2  D o w l i n g ,

A n c h o r a g e ,  A k  9 9 5 1 8

S u b j e c t :  H  B  1 3 2 ,  a  b i l l  t o  e x t e n d  t h e  t i m e  p e r i o d  f o r  p e r m i t s

T h i s  b r i e f  n o t e  i s  t o  s u p p o r t  H  a  1 3 2 .  I t  w o u l d  b e  a n  i m p o r t a n t  

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

M y  v i a w ' ‘ ' i s  d e r i v e d  f r o m  t h e  c i r c u m s t a n c e s  s u r r o u n d i n g  a  p r o j e c t  

t h a t  I  w a s  i n v o l v e d  i n  a t  N y a c ,  A l a s k a  d u r i n g  t h e  e a r l y  1 9 8 0 ' s ,  

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

B r i e f l y ,  N y a c  i s  a n  i m p o r t a n t  p l a c e r  m i n i n g  c a m p  i n  S o u t h w e s t  

A l a s k a ,  a b o u t  1 0 0  m i l e s  e a s t  o f  B e t h e l .  I t  h a s  b e e n  m i n e d  n e a r l y  

c o n t i n u o u s l y  b y  b u c k e t - l i n e  d r e d g e s  a n d  w a s h i n g  p l a n t 3  B in e *  
1 9 2 8 .  I n  1 9 8 0 ,  I  w a s  g e n e r a l  p a r t n e r  i n  N o r t h l a n d  G o l d  D r e d g i n g .

C u r  c o m p a n y  l e a s e d  m i n i n g  c l a i m s  a t  N y a c ,  a n d  i n  1 9 8 0  r e b u i l t  a  

d r e d g e  a t  a  c c s t  i n  e x c e s s  o f  $ 1 , 0 0 0 , 0 0 0 .  W e  o p e r a t e d  i n  1 9 8 1  

a n d  1 9 8 2 .  I n  1 9 8 3 ,  w e  b e g a n  t o  r e p e r m i t  t h e  o p e r a t i o n  s o  t h a t  w e  

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

a  s y s t e m a t i c  " u p s t r e a m ' '  o p e r a t i o n  i n  t h e  b r o a d  f l o o d  p l a i n  o f  

t h e  T u l u k s a k  R i v e r .  M i n i n g  " u p s t r e a m "  i n  a  b r o a d  v a l l e y  w i t h  a  

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

t h e  o p e r a t i o n  t h a t  a s s i s t s  i n  f i l t e r i n g  a n y  e f f l u e n t  o f  t h e  

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

W e  w e r e  s u c c e s s f u l ,  i n  a  d i f f i c u l t  t w o - y e a r  p e r i o d ,  o f  o b t a i n i n g  

t h e  n e c e s s a r y  p e r m i t s  t o  m i n e .  T h e  m a i n  p e r m i t s  c a m e  f r o m  C o r p s  

o f  E n g i n e e r s ,  B u t ,  • 2 ? A ,  o n  t h e . f e d e r a l  s i d e  a n d  D E C  a n d  D F G  o n  

t h e  S t a t e  s i d e .  W e  a l s o  p a s s e d  C o a s t a l  Z o n e  c o n s i s t e n c y  r e v i e w .

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

p e r m i t s  w e r e  s u e d .  C r i t i c a l  s u i t s  w e r e  i n  F e d e r a l  C o u r t  a g a i n s t  

t h e  B L M ,  a n d  i n  S t a t e  C o u r t  a g a i n s t  a  f a v o r a b l e  C o a s t a l  Z o n e  

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

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

a o n e ) .

A l t h o u g h  t h e  l a w s u i t s  w e r e  n e v e r  f u l l y  r e s o l v e d ,  a n d  i n d e e d  
c o a s t a l  s o n e  w a s  n e v e r  h e a r d ,  t h e  u l t i m a t e  r e s u l t  w a s  t h a t  t h e  
p r o j e c t  f i n a l l y  f a i l e d .



I t  w o u l d  b e  I n a p p r o p r i a t e  t o  s a y  t h a t  a  b i l l  l i k e  H  B  1 3 2  w o u l d  

h a v e  s a v e d  t h e  p r o j e c t ,  b e c a u s e  t h e  c i r c u m s t a n c e s  w e r e  m o r e  

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

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

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

I t  a p p e a r s  t h a t  H  R  1 3 2  w o u l d  n o t  h a v e  a  n e g a t i v e  e n v i r o n m e n t a l  

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

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

m o d i f i e d  30 t h a t  i t  a c c e p t s  n e c e s s a r y  a n d  v a l i d  c o r r e c t i o n s .

F i n a l l y ,  I  w o u l d  l i k e  t o  e x p r e s s  m y  a p p r e c i a t i o n  t o  t h e  c o m m i t t e e  

f o r  c o n s i d e r i n g  t h i 3  - l e g i s l a t i o n .  . I t T  m e a n s  t h a t  t h e y  a r e  a w a r e  

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

A l a s k a .  I  b e l i e v e  t h e  r e s u l t s  a t  N y a c  w e r e  n e t  e v e n  c l o s e  t o  a  

w i n - l c s e  s i t u a t i o n ,  l e t  a l o n e  a  w i n - w i n  d e a l .  N o  o n e  w o n  

a n y t h i n g .  T h e  i n v e s t o r s  f i n a l l y  l e s t  n e a r l y  $ 3 , 0 0 0 , 0 0 0 ;  

s o u t h w e s t  A l a s k a  l o s t  a b o u t  2 5 - w e l l  p a y i n g  j o b s  t h a t  w o u l d  h a v e  

b e e n  i n  e x i s t e n c e  f o r  m a n y  y e a r s .  T h e  e n v i r o n m e n t a l  w o r k  d e n e  

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

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

b a l a n c e  g a i n s  f r o m  m i n i n g  a p p e a r  t o  a t  l e a s t  e q u a l  a n y  l o s s e s  

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

a n  e n v i r o n m e n t a l  g a i n  f r o m  k i l l i n g  t h e  p r o j e c t .
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M a rc h  2 6 ,  1993

H o n o r a b le  W i l l ia m  W il l ia m s  
C h a irm a n
H ouse ' R e s o u rc e s  C om m ittee  
A la s k a  S t a t e  L e g is la t u r e  
J u n e a u , AK 9 9 8 0 1 -1 1 8 2

R e: K 3 - 1 3 2 , An A c t E x te n d in g  The T i r e  F e n o d  o f  F e r a i t s

D e a r  R e p r e s e n t a t iv e  W i l l i a n s ,

I  am w r i t i n g  on b e h a l f  o f  th e  A la s k a  M in e rs  A s s o c ia t io n  i n  s u p p o r t  
o f  H o u s e  B i l l  1 3 2 .

T h e  c o s t  o f  d e v e lo p in g  a n in e  o r  any o t h e r  r e s o u r c e  p r o j e c t  in  
A la s k a  i s  s i g n i f i c a n t  and th e  p o t e n t i a l  p ro b le m s  a r e  m an y . I n  
p a r t i c u l a r ,  when a company d e c id e s  t o  d e v e lo p  m in e r a ls  i n  A la s k a  
t h e r e  a r e  many c h a lle n g e s  t h a t  a r e  e x p e c te d .  T h e s e  c h a l le n g e s  
i n c lu d e  t h e  la c k  o f  i n f r a s t r u c t u r e ,  t h e  c l im a t e ,  t h e  d i f f i c u l t y  o f  
l o c a t i n g  an  econo m ic  o re  d e p o s i t ,  t h e  d i f f i c u l t y  o f  o b t a i n i n g  t h e  
f i n a n c i n g  and  f i n a l l y  th e  d i f f i c u l t y  o f  o b t a in in g  a l l  t h e  m y r ia d  o f  
p e r m i t s .  T h e s e  c h a lle n g e s  a r e  p a r t  o f  th e  b u s in e s s .

T h e r e  a r e  h o w e v e r o th e r  im p e d im e n ts  t c  d e v e lo p in g  a m in e  t h a t  a r e  
n o t  b a s e d  on th e  m e r it3  c f  th e  p r o j e c t .  One su ch  c a s e  i s  w h e re  
t h i r d  p a r t y  s u i t s  a r e  f i l e d .  Such s u i t s  and o p p o s i t io n  a r e  o f t e n  
b a s e d  on  a  p h i lo s o p h ic a l  v ie v p o i n t  t h a t  t h e r e  s h o u ld  b e  no 
d e v e lo p m e n t  i n  A la s k a  th e  " b ig  p a r k "  o r  a t  l e a s t  " n o t  i n  my 
b a c k y a r d " .  H B -132  seeks  to  a d d re s s  one a s p e c t  o f  t h i s  i s s u e .

We s e e  tw o  im p o r ta n t  b e n e f i t s  a s s o c ia t e d  w i t h  p a s s a g e  o f  t h i s  b i l l .  
T h e  f i r s t  and  m o st o b v io u s  b e n e f i t  i s  t h a t  a l th o u g h  t h e  p r o j e c t  
o w n e r m ay be d e la y e d ,  he w i l l  n e t  lo o s e  t h e  in v e s t m e n t  m ade i n  
o b t a i n i n g  t h e  n e c e s s a ry  p e r m its  and w i l l  n e t  ru n  t h e  r i s k  o f  b e in g  
f o r c e d  t o  go  th ro u g h  th e  p e r m i t t in g  p ro c e s s  b e f o r e  h e  h a s  t h e  
o p p o r t u n i t y  t o  e x e r c is e  th e  p e r m i t s .  I f  t h i r d  p a r t y  l i t i g a t i o n  
a g a i n s t  t h e  p r o j e c t  d e la y s  s t a r t - u p  u n t i l  th e  te rm  o f  t h e  p e r m i t s  
h a s  la p s e d ,  o r  n e a r ly  la p s e d , th e  p r o j e c t  c v n e r  w o u ld  b e  f o r c e d  t o  
go th r o u g h  t h e  p e r m i t t in g  p ro c e s s  a g a in .  T h is  b i l l  v c u l d  r e q u i r e  
t h a t  t h e  te r m  o f  th e  p e rm its  b e  e x te n d e d  f o r  w h a te v e r  p e r io d  t h e  
p r o j e c t  o w n e r was a f f e c t e d  by t h e  l i t i g a t i o n .

T h e  s e c o n d  b e n e f i t  i s  le s s  m a t e r i a l  b u t  y e t  i t  may b e  e v e n  m ere  
im p o r t a n t  f o r  th e  f u t u r e  o f  th e  S t a t e .  T h is  b e n e f i t  i s  t h e  i n  t h e  
m essag e  t h a t  3u ch  a b i l l  w i l l  h a ve  f o r  th e  i n t e r n a t i o n a l  m in in g
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i n d u s t r y .  T h a t  message is  t h a t  A la s k a  v a n ts  t o  s e e  m in e r a l  
a a v e lo p n e n t  and t h a t  th e  S t a t e  v a n ts  t o  chang e  t h e  n e g a t i v e  im a g e  
t h a t  c o n t in u e s  t o  p r e v a i l  in  th e  in d u s t r y .

T h e r e  a r e  t iro  lo c a t io n s  in  th e  b i l l  t h a t  s h o u ld  be m o d i f i e d .  T h e  
f i r s t  i s  on page one l i n e  1 2 . W e  v o u ld  s u g g e s t t h e  p h r a s e  be  
m o d i f i e d  t o  r e a d  “ . . . s h a l l  be e x te n d e d  b y  th e  a g e n c ie s  i s s u i n g  t h e  
p e r m i t s  i f  th e  h o ld e r  o f  th e  p e r m it s  o r  an a c e n c v . . . n . i n  m o s t 
in s t a n c e s  i t  i s  an agency in v o lv e d  i n  some a s p e c t  o f  i s s u i n g  a 
p e r m i t  t h a t  i s  th e  sued r a t h e r  th a n  th e  com pany r e c e i v i n g  th e  
p e r m i t .  The s u g g e s te d  change v o u ld  in s u r e  t h a t  th e  p e r m i t s  w o u ld  
b e  e x te n d e d  i f  an a g e n c y , in  a d d i t io n  t o  th e  a p p l i c a n t ,  i s  s u e d .

T h e  s e c o n d  m o d i f ic a t io n  i s  on p a c e  tw o  l i n e  19 w h e re  we w o u ld  
s u g g e s t  r e f e r e n c in g  th e  e x is t in g  d e f i n i t i o n s  w i t h  th e  w o rd s  H. . . a l l  
p e r m i t s  r e l a t i n g  t o  re s o u rc e  e x t r a c t i o n  o r  re m o v a l a s  d e f in e d  bv  

\ 4 6 . 3 5 . 2 0 0  M ) t h a t  a r e  a f f e c t e d  b y  l i t i g a t i o n . . . 1* . T h is  m in e r
m o d i f i c a t i o n  w i l l  f u r t h e r  c l a r i f y  th e  a p p l i c a b i l i t y  o f  t h i s  new  
S e c t io n  1 .

A la s k a  i s  n o w -in  f i e r c e  c o m p e t it io n  f o r  e x p lo r a t io n  an d  d e v e lo p m e n t  
f u n d in g  w i t h  c o u n t r ie s  a l l  a ro u n d  th e  w o r ld .  Many c o u n t r i e s  a r e  
c h a n g in g  t h e i r  la w s  f o r  m in in g , in v e s tm e n t ,  o w n e rs h ip  o f  p r o p e r t y ,  
r e p a t r i a t i o n  o f  p r o f i t s  and p e r m i t t i n g  to  e n c o u ra g e  m in e r a ls  
I n v e s t m e n t .  W e  m ust a ls o  do e v e r y t h in g  p r a c t i c a l  a n d  p o s s i b l e  t o  
im p r o v e  t h e  b u s in e s s  c l im a te  o r  A la s k a  w i l l  n o t  e x p e r ie n c e  t h e  
m i n e r a l  d e v e lo p m e n t and a s s o c ia te d  jo b  c r e a t io n  t h a t  i s  o t h e r w is e  
p o s s i b l e .

S te v e n  C . B o r e l l ,  P . E .  
E x e c u t iv e  D i r e c t o r

c c :  R e p r e s e n t a t iv e  Tom B r ic e
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S e c t i o n a l  S u m m a r y  o f  C S H B  1 3 2 ( F I N )

T i t l e  c h a n g e :  N a m e s  i s s u i n g  a g e n c i e s ,  i n c l u d e s  a d m i n i s t r a t i v e

r e v i e w  o f  p e r m i t s  a s  a  b a s i s  f o r  e x t e n s i o n ,  a n d  s e t s  p e r m i t t e e  

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

t h a n  a n  i n j u n c t i o n .

S e c t i o n  1 :

A d d s  a  n e w  s e c t i o n  A S  4 6 . 3 5 . 3 0 0

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

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

( a )  ( 1 )  T h e  p e r m i t t e e  i s  u n w i l l i n g  t c  e n g a g e  i n  t h e  r e s o u r c e  

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

( a ) ( 2 )  T h e  p e r m i t t e e  i s  a l l o w e d  t o  p r o c e e d  a t  r e s o l u t i o n  o f  l e g a l  

p r o c e e d i n g s .

( b )  T h e  d e p a r t m e n t  m a y  n o t  e x t e n d  a  p e r m i t :

b ) ( 1 ) ( A )  u n l e s s  t h e  p e r m i t t e e  p r o v i d e s  a  s w o r n  s t a t e m e n t  o f  t h e i r  

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

d e p a r t m e n t ;  a n d ,

( b ) ( 1 ) ( B )  u p o n  t h e  c o n c l u s i o n  o f  l e g a l  p r o c e e d i n g s ,  t h e  p e r m i t t e e  

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

( b )  ( 2 )  N o  e x t e n s i o n  f o r  a n y  t i m e  t h a t  p e r m i t t e e  h a s  b e e n  

o p e r a t i n g .

( b ) ( 3 )  N o  e x t e n s i o n  i f  i t  w o u l d  c o n f l i c t  w i t h  a p p l i c a b l e  f e d e r a l  

l a w

( b )  ( 4 )  N o  e x t e n s i o n  i f  a  s t a t e  l a w ,  r e g u l a t i o n ,  o r  c o n t r a c t u a l  

p r o v i s i o n  w o u l d  e x t e n d  p e r m i t .

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

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

( d )  L e n g t h  o f  e x t e n s i o n  s h a l l  b e  f r o m  t i m e  o f  s w o r n  s t a t e m e n t  o f  

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

( e )  T h e  n a m e d  a g e n c i e s  h a v e  a u t h o r i t y  t o  a d o p t  r e g u l a t i o n s  t o  

i m p l e m e n t .

( f )  ( 1 )  D e f i n e s  l e g a l  p r o c e e d i n g s  t o  i n c l u d e  a d m i n i s t r a t i v e  

c h a l l e n g e s .

( f )  ( 2 )  B r o a d l y  d e f i n e s  p e r m i t .

S e c t i o n  2 :

( a )  A p p l i e s  t o  r e s o u r c e  e x t r a c t i o n  o r  r e m o v a l  p e r m i t s  i s s u e d  a f t e r  

t h e  e f f e c t i v e  d a t e  o f  t h i s  A c t .

( b )  P e r m i t  h a s  t h e  m e a n i n g  o f  A S  4 6 . 3 5 . 3 0 0 ( f )  i n  S e c .  1  a b o v e .
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, 119 N. Cushman. Ste. 205
  Fairbanks, AK 99701 ̂ R ep resen ta tiv e  Tom B rice  JTTZ-

A L A S K A  S T A T E  L E G I S L A T U R E
907465-2466

S p o n s o r  S t a t e m e n t  f o r  CSHB 1 3 2 ( F I N )

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

W h i l e  t h e  d e v e l o p e r  i s  t i e d  u p  i n  c o u r t ,  t h e  c l o c k  i s  s t i l l  r u n n i n g
o n  t h e  o t h e r  s t a t e  p e r m i t s  f o r  t h e  p r o j e c t .  E v e n  i f  t h e  p e r m i t
h o l d e r  w i n s ,  t h e  u s e f u l  t i m e  s p a n  o f  s t a t e  p e r m i t s  w i l l  b e  
s h o r t e n e d  o r  m a y  e v e n  r u n  o u t ,  r e q u i r i n g  a n o t h e r  r o u n d  o f  p e r m i t  
a p p l i c a t i o n s  a n d  f e e s .

CSHB 1 3 2 ( F I N )  w i l l  h e l p  t o  f i x  t h i s  p r o b l e m .  P e r m i t s  r e l a t i n g  t o  
a  r e s o u r c e  e x t r a c t i o n  o r  r e m o v a l  p r o j e c t  w i l l  b e  e x t e n d e d  w h e n  t h e  
p e r m i t  h o l d e r  o r  i s s u i n g  a g e n c y  i s  c h a l l e n g e d  i n  l e g a l  o r
a d m i n i s t r a t i v e  p r o c e e d i n g s  o v e r  t h e  i s s u a n c e  o f  a  p e r m i t  a n d  t h e  
p e r m i t  h o l d e r  o r  a g e n c y  w i n s  i n  c o u r t .  T h e  s t a t e  p e r m i t s  w i l l  t h e n  
b e  e x t e n d e d  b y  t h e  a m o u n t  o f  t i m e  l o s t  t o  t h e  l a w s u i t ,  r o t  t o  
e x c e e d  t h e  o r i g i n a l  l e n g t h  o f  t h e  p e r m i t .  T h e  s t a t e  w o u l d  n o t  b e  
a b l e  t o  i m p o s e  a  f e e  o r  c h a r g e  f o r  t h e  e x t e n s i o n .

T h e  A l a s k a  M i n e r a l s  C o m m i s s i o n  a n d  t h e  G o v e r n o r ' s  T a s k  F o r c e  o n  
R e g u l a t o r y  R e f o r m  b o t h  r e c o m m e n d  e x t e n s i o n s  f o r  p e r m i t s
f o r e s h o r t e n e d  b y  c o u r t  p r o c e e d i n g s .



•V/

Hotue Bill IBS

The Department of Commerce and Economic Development sup porta passage 
of House Bill 182.
Re*ourca d aval opera are frequently faced with third-party legal challenges after 
they have received agency approvals for their projects. Permits are typically 
issued for a defined period of time. The usable term of a permit may be 
reduced or eliminated if a permittee is prohibited from operating under the 
permit, by a court as the litigation proceeds. Evan if the court rules in favor 
of the permittae, the permittee is damaged not only by the project delay, but 
also by the less pf operational time originally allowed under the permit.
This legislation eliminates the Ices of operational time allowed a permittee 
under a permit which is issued by the stats and is caused by legal actions 
initiated by persons other than the state.
House Bill 182 provides thee® who have successfully met the regulatory 
requirements of the state an assurance that the state will be aggressive in it 
support of th® operational term of the permit. Eouse Bill 132 also helps limit 
the utility of third-party usa of the courts to impair the development of 
approved projects.
The effectxvenesa of this legislation could be improved by:

1. Defining “permit’' to mean a permit, lease, authorization, license, 
or any other determination necessary for completion of a project

2. Expanding the application beyond resource extraction or removal 
projects to inchid a any type of development project, including 
infrastructure developments (porta, schools, etc.).

.Fuhs, oner

Date

dgl/172pp.»d
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14. The Governor should direct the Commissioner o f the Department n f N atura l Resources to take the 
necessary steps to allow  Miscellaneous Land Use Permits to he issued fo r  periods o f up to 5 vears.

----------------------------------  THE COMMISSION RECOMMENDS THAT: ----------------------------------

F IN D IN G : There is currently a requirement that a best interest finding be made before an offshore prospecting 
permit (OPP) can be issued by the DNR. The process of generating a best interest finding is being used to 
restrict DNR from normal issuance of OPPs.

-----------------------  THE CO M M ISS IO N  RECOM M ENDS T H A T : -----------------------

15. The Gn\ernnr should direct the Commissioner o f the Department o f S a t lira I Resources to review  
regu lations governing offshore prospecting permits such that they not he requ ired to he subject to 
best interest findings, being exempted in a manner sim ilar to leases o f land f a r  onshore fishery 
sites, m inera l claims or upland mining leases. A.S.38.05,055te) should he changed by adding "id) 
an offshore prospecting permit or lease issued under A.SJS.05 250."

F IN D IN G : The usable term of a permit may be reduced or eliminated when a permittee is prohibited from 
operating under their permit due to third party litigation challenging the issuance, validity, completeness or other 
aspects o f the permit. Though the litigation may not be successful, the permittee has stilJ been damaged. 
Statutory action should be taken to remedy this situation.

------------------------ THE COMM ISS ION  RECOM M ENDS  THAT: -----------------------

16. The Legislature should enact legislation creating an automatic extension o f perm its foreshortened 
by court proceedings.

C IT IZ E N 'S  ADVISORY COM M ISSION ON FEDERAL AREAS

F IN D IN G : Tne Citizens Advisory Commission on Federal Areas was established by the Alaska Legislature 
in 198 i shortly after the enactment of the Alaska National Interest Lands Conservation Act. Tne Commission 
is composed of 16 members, half of whom are appointed by the Governor and half by the Legislature, including 
four sitting legislators. Tne Commission analyzes federal legislation, regulations and management decisions, 
determines the impact of these actions on Alaska's citizens, and makes recommendations to both State and 
Federal agencies for corrective actions to problems identified.
Development o f Federal lands and regulations for access across them is important to the State's economy. Tne 
Commission provides a valuable and cost-effective mechanism through which Staie concerns regarding manage­
ment o f aJI Federal lands can be expressed

-------------------------THE CO M M ISS IO N  RECOM M ENDS THAT: -----------------------

17. The Governor and Legislature should provide expanded budgetary and programmatic support to 
the C itizen's Advisory Commission on Federa l Areas.

COASTAL ZONE MANAGEMENT

F IN D IN G : Alaska Statute. Sec. 46.-10.100 (bi does not allow applicants to petition (he Coastal Policy Council 
when re lief is sought on decisions made by the coastal resource district or state agency. T ie  State administration 
is evaluating the role and functions of the Coastal Policy Council in relation to the power it has over decisions


