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further action" letter issued by the DEC and regulations continue to be rewritten 
to make it more difficult to close existing projects, resulting in more money 
spent.

As to the termination of the Board.of Stonge Tank Assistance, AUTOO simply 
draws the line that such action is totally unacceptable. We tank owner refuse to 
return to the pre 1990's era of a dominating enforcement department who 
treated the small tank owner as criminals and racked havoc throughout our 
ranks. Without the board, none of the small tank owners have a chance, as the 
board is the only link between j s  and the DEC to voice our grievances. I submit 
to you an article that appeared in the Alaska Business Monthly magazine that 
depicts only a small part of the misery that can fall on the small tanks owners 
without a solid program.

AUTOO respectfully suggest that any action on SB128 be delayed until a 
constructive dialogue be accomplished between the small tank owners and the

G. B. Weber
Sec/Treas, AUTOO Alaska Underground Tank Owners and Operators Assoc., 
Inc.
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Gas station owners realized new underground tank regulations By M elissa  M o o r e  
were p u t in place to protect the land and its people. Most agreed 
the end-goal was a good thing and worth pursuing. B u t many 
found their lives ripped apart like the soiled land beneath them.
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CUMMKHm
G a ry  W etrp rm Th is Wasilla Chevron Station. W eber has spent more
thanSdtfOQO on upgrades and remedial work as required by the D.E.C. 
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en years ago, Gary Weber 
had a greal liife. He and his 
wife were the proud parents 
of three children. The Weber’s 
gas station in Wasilla was 

somewhat profitable, even expanding. 
Their 30 employees were happy and 
loyal. Everything was OK.

Then the Webers, along with every­
one else who owned or operated an 
underground tank across the nation, 
received word from the Environmen­
tal Protection Agency that new regu­
lations for upgrades to underground 
storage tanks had been passed and 
everyone had to comply.

In Alaska, the Department of Envi­
ronmental Conservation would be in • 
chaige of ensuring these regulations were 
met In other cities and states nationwide, 
the DEC or similar environmental con­
servation departments held the reigns.

Weber attended his first DEC meet­
ing in late I988. There he learned that 
he had until Dec. 22, 1998 to prop­
erly register his tanks and to upgrade 
them to meet protection requirements 
for corrosion, spills and overflows of 
stored gasoline, diesel fuel or other 
petroleum products.

- The upgrades weren’t just for station 
owners. Government facilities and pri­
vate owners who possessed or operated 
underground tanks also had to comply 
to the regulations.

If tank owners didn’t conform to the 
new regulations within the 10-yeardead- 
line, they \muld lace heavy fines and risk 
losing their ruei suppliers. Weber recog­
nized the need to work with DEC, and 
understood that the changes were forthe 
benefit of the environment, but even with 
a 10-year lead, the demands felt over­
whelming to the small business owner. 
Upgrades would be expensive. Their 
property was now virtually worthless. 
Many stations would close doors forever.

“When they got through at that meet­
ing, I felt like a cockroach,” Weber 
recalled. “I felt so low and so bad like 
my wife and 1 had worked so hard for 
nothing. I stood there and wondered, 
‘What on earth am I going to do?m

Environmental Concerns
The main reason for the new require­
ments, and an indisputably good one
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at that, is the nationwide concern for 
America’s groundwater supply. The 
greatest potential hazard for under­
ground urnks is the risk of unrealized 
leaks, slowly seeping into the ground­
water, according to the EPA.

Groundwater i3 the source of drink­
ing water for nearly half of all Ameri­
cans, and the EPA reports that 
underground tanks are the most com­
mon source of groundwater contami­
nation; petroleum is the most common 
contaminant This presents risk fac­
tors to the public’s health, to the envi­
ronment, and creates the potential for 
fire and explosion, the EPA said.

While there is no sure-fire detection 
system to alert operators to leaks, some 
equipment is about 95 percent accu­
rate, said DEC’S Ben Thomas, who is 
overseeing Alaska’s underground tank 
upgrade program. Alaska allows leaks 
that are less than .02 gallons per hour, 
which is about the amount in a shot glass.

Price They Pay
Costs to biing a facility to compliance 
vary depending on the size of the oper­
ation and the age and condition of the

tank. The minimal cost to upgrade a 
three-lank facility is approximately 
$ 12,700, according to EPA documents. 
If replacements are needed, it will cost 
between $80,000 and $100,000 for three 
tanks and the connecting piping.

But as contractor started digging to 
upgrade existing tanks, they were find­
ing greater problems than most owners 
and operators expectcd-soil contami­
nation resulting from years of overflows, 
spills and carelessly discarding gasoline. 
Before the job could be completed, the 
contamination had to be cleaned up and 
the soil remediated.

The contamination from decades 
worth of this neglect is where many 
small tank owners, such as Weber, found 
their biggest problems. Whoever owned 
or operated the station was responsible 
for the damage and the cleanup cost- 
even if the damage was done long before 
their involvement.

“During the last century, every­
body was busy doing their own thing, 
making a living,” Weber said. “When 
you would have a spill, it would be 
‘outta sight, outta mind.’ Now, you 
can’t just sit and watch someone rinse

out a gas tank and dump it in the ditch. 
You have to take immediate action to 
clean it up."

Weber has been working steadily 
since 1991 to complete his upgrade, and 
said injanuary the work was nearly done.

Personal Losses
Though most tank owners recognize 
the necessity of the new regulations, 
the changes have come at a tremen­
dous cost for many of the small b jsi- 
ness owners-both in monetary and 
personal losses.

Weber estimates he has paid more 
than $500,000 for the upgrade and 
remedial work done to clean the land 
surrounding his gas station, Wa9illa 
Chevron, located on the Parks High­
way. The original bid from the con­
tractor was $285,000.

“I had so much invested that I had 
to make it work,” he said.

Weber and his wife bought the station 
in 1976. Then, the station was bringing 
in about $300,000 a year. The Webers 
borrowed money, expanded a little, and 
built the business up to a high point of 
grossing about $4 million a year.

cmcoft Alaska, Inc.
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They fought and survived die eco­
nomic downfall of the 1980s, mostly by 
draining the family savings account, 
Weber said.

When the new regulations came 
about, money got tight as he had to 
put more and more into cleanup. He 
downsized, closed the tire shop, laid off 
most of his employees and opened a 
food mart to stay competitive.

‘ J  destroyed us as far as our spirit and 
ability to grow,” he said. “It made us sit 
back and look at real life. I did it for peace 
of mind. It alleviated a lot of pressure.”

Before, Weber said, he would some­
times have to borrow money to pay the 
bills through the winter, and pay the 
money bade in the summer, when busi­
ness picked up. But the new regulations 
put a damper on that. Then his insur­
ance rates shot through the roof-from 

. 6>— 4€«d66Toj$aW^!rh year for environ­
mental coverage.

The risk to banks soared, making his 
property, and virtually that of all other 
tank owners, worthless. He no longer had 
the collateral to borrow on. His previ­
ous $250,000 line-of credit disappeared. 
It took several years before the banks 
figured out other loan options, such as 
using a personal home or other property, 
he said. He didn’t want to risk losing all 
his assets, he said, but taking a ban against 
his home and property was the only 
way Weber could continue to finance the 
work needed at his station.

StiD, Weber said, the monetary invest- 
mentis nothing compared to his personal 
losses. After years of pressure, his wife 
of 27 years just couldn't take it anymore.

“I lost my family,” he said. “I can’t 
say it was all because of this, there 
may have been something else, but T 
think it helped a lot”

He’s not alone.
Terry Renner also lost his wife to 

divorce which he, in part, attributes 
to tank remediation stress. Renner 
owned or was in partnership with his 
parents in five stations around Anchor­
age. Facing millions of dollars in 
cleanup costs, Renner claims the stress 
of the upgrades contributed to his 
mother having a stroke.

Others have had heart attacks and 
ether stress-related health problems, 
Weber said.

During the firs' years of the regula­
tions, Weber and Renner were traveling

to Juneau to lobby for a better way lor 
the tank owners. For about seven years, 
calls from worried tank owners across 
the state came into Weber’s station, calls 
his wife often took.

“For three or four years, we sat there

and other assistance. Thomas said since 
1991 Alaska has handed out $20 mil­
lion in grant money to tank owners and 
operators, half of which has gone to help 
with cleanup and remediation efforts. 

When tank owners apply for grant
taking calls from frantic people. Noth- money, they are placed on a list and
ing but doom and gloom," Weber said, rated on a scale based on their site’s
“Everybody was scared to death they immediate danger to the environment
were going to lose their livelihoods. And The higher the risk, the more likely one
my wife sat and listened to that is to get expeditious funding.

“I was gone a lot to Juneau. A lot of Weber said he considers himself one
times when I’d talk to her on the phone, of the “lucky/unlucky” ones. The land
she was in tears." where his station sits is on an area where

Weber and Renner said they spent the groundwater level is high, about
a lot of their own money on the watch- 12 to 14 feet below the ground, and at
dog organization, adding to the finan- greater risk for contamination,
cial burden of the needed upgrades. But "The assistance has made it much eas-
it was all necessary to get the job done ier for many of us to face the upgrades,” 
in a way that would benefit tank own- Weber said. “Many of us were facing
ers across the state, Renner said. bankruptcy with these changes.”

“It was pretty tough i i . -  — —
on the small business 
people, and tough on the 
big companies, but they 
can put the price on the 
pump,” Renner said.
"The regulations pretty 
well wiped me out. But 
ii it hadn’t been for the 
program, most all small 
guys would have been 
gone already."

‘‘There were * lot of casualties. People came 
out with no business, poor health and their 
families ruined. Bnt we have a stronger indus­
try and a highly competitive business now. It’s 
just like any o th e r  war.

The small tank owner took a real battering 
for about nine years. It’s been a highly success­
ful effort to clean up the state. Fortunately, 
both sides won.'"

Steps to Survival
The program Weber and 
Terry Renner helped 
develop is the state advo­
cacy' group, Alaska Underground Tank 
Owners and Operators Association Inc 

In the last decade, AUTOO has been 
a lobbying force to speak to legislators 
and DEC officials so the laws and reg­
ulations are bearable for tank owners. 
AUTOO also works to lobby state gov­
ernment officials to ensure financial 
assistance for the upgrades will continue 
to get funded.

"Things have been pretiy critical here 
in the last decade," Weber said. “Tine 
changes are absolutely a good thing. 
We’ve supported it all the way. We have 
had to lobby hard to ensure the regu­
lations were written and enforced in a 
way we could handle it, though, in a 
way that was workable and environ­
mentally sound.”

Some tank owners and operators have 
also been eligible for state financial giants

Gary Weber 
Wasilla Chevron

Work’s Going Slow
But even with some assistance, and a 
decade to comply with the regula­
tions, many facilities-govemment facil­
ities included-have yet to complete, or 
even start the necessary work.

Nationally, about 60 percent to 65 per­
cent of all underground tanks have com­
pleted all the necessary steps to comply 
with state and federal regulations, said 
Steve Crimaudo. Crimaudo, working out 
of Washington, D.C., serv es as a facilita­
tor between state andfederal officials with 
regard to underground tanks.

While the national numbers are 
somewhat lacking, Alaska’s compliance 
rates are about the same. Out of a total 
of nearly 7,200 tanks across the state, 
615 still need upgrading. Of those ini­
tial 7,200 tanks, about 77 percent were

March 1999 Alaska Business monthly 33
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closed out and will no longer be used, 
Thomas said. Some of those, how­
ever, have been replaced.

Surprisingly, it’s not only the small 
tank owner that has missed the dead­
line. The Alaska DEC lists facilities 
statewide that have not met with all the 
regulations (available on its Web site). 
Many on the list are federal, state and 
local government facilities.

Others, it seems, either can’t come 
up with the money or just haven’t got­
ten around to getting the work done.

“There is no excuse for tank owners

hot to have met the deadlineThomas 
said. “People know what they need to do. 
But we have a couple of tank owners who 
just can’t figure out what’s going on.” 

Mostofthemajor fuel distributors have 
pulled the plug on those facilities that 
have not begun the work to meet the 
regulations. There is no fede. 9 rule 
stating distributors cannot deliver to the 
noncompliant, but a few court rulings 
declared a supplier delivering to a facil­
ity with a leaking tank can be held liable 
for cleanup costs, according to a letter 
from Exxon Corp. to its distributors.

Deadline Extension
Though the deadline’* past, i 
who are left to upgrade their I 
ties have been granted a
they live up to certain_______
they can have a few more months i
get the ball rolling on C____
If owners sign a legally L_ 
order with DEC, agreeing to L 
work as soon as possible, they 
get off lightly.

The owner must agree to 
penalty of between $1,000 to!’ 
depending on the size l  
ity, and must prove that their .
and pipes are not leaking. They i___
also provide to DEC a signed, writ-

. -c* a
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TO:________Representative Ogan_____

COMPANY: House Resource Committee

CITY:______Juneau_________________

FAX NO: 465-3265__________ ,_____

Date: 5/12/1999

SUBJECT: SB 128

Dear Representative Ogan,

You will be in a hearing this afternoon regarding SB128. I wish to point out some problems with this
piece of legislation:

1. There are hundreds of businesses that have acted in good faith and reported contamination at their 
sites in response to the formation of the Alaska Storage Tank Assistance Programs. These people 
have been on a waiting list for assistance since 1991. For the State to suddenly pull the rug out from 
under them and leave them with no resources to clean-up their properties is and act of bad faith by 
the legislature.

2. This program has been called ‘‘Shameless Corporate Welfare” -  Finaciai institutions will not lend 
money to an owner of a contaminated site for clean up due to the liability if the loan is defaulted -  the 
bank won’t take the land back because they would be responsible for the clean up. The State is the 
only resource for a business owner with a contaminated site to obtain funds. If this program is taken 
away, these businesses will go out of business and it will then become the sole responsibility of the 
state to under take the clean up of these properties. Of course this doesn’t apply to the large oil 
companies that want to see all of the private business owners you are targeting here go out of business 
anyway. You are in effect creating another monoply in the retail oil and gas industry. There will no

FROM: J udy Chadwick
Vice President
Brady & Company
1031 West Fourth Avenue, Suite 400
Anchorage, Alaska 99501
Telephone - 907/276-5617
Facsimile - 907/276-6292 or 907/276-6304



longer be any Alaskan Owned and Operated retail fuel sources. This is not welfare, it is keeping 
businesses in business!

3. If the State forces EPA to take over all of the enforcement of UST regulations and all of the 
independent retail operations go out of business, the State of Alaska is going to be held responsible for 
all of the clean up. If you help these businesses, then they are contributing their time and their 
money, too. This has never been a 100% loan or grant front the State, the busness owner must 
participate

4. The definition of net worth in this legislation is ridiculous. You must adhere to some form of 
Standard Accounting procedure or Generally Accepted Accounting Principles to determine net 
worth.

5. If you sunset the Board of Storage Tank Assistance, there will be no medium for dispute resolution 
and all disputes will undoubtley move in to the Court System.

6. Having an effective date of July 1,1999 will eliminate all work during the 1999 construction season 
and will endanger public health. There are many clean up projects underway that would have to stop 
work and wait for the transition from one program to the next if they were to qualify for the next 
program.

Please reconsider passing this bill. Remember that the money for this program comes from the response
fund and not the general account — by eliminating the program you are not adding anything to the
budget. Thank you for taking the time to read my opinions!
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A l a s k a  S t a t u t e s  a n d  R e g u l a t i o n s

3 AAC 08.070

DEFINITIONS RELATING TO OPERATIONAL REGULATIONS OF BROKER-DEALERS.

For the purpose o f sec. 20 o f this chapter:

(a) The term "net capital" means the net worth o f  a broker-dealer (that is, the excess o f  total assets 
over total liabilities),

8 AAC 46.900

DEFINITIONS.

In this chapter

(7) "tangible net w orth"  m eans the am ount available a fte r sub tracting  total liabilities from  total 
assets less any intangible assets.

AS 21,90.900.

Definitions for title.

In this title, unless the context requires otherwise

(32) (C) for an insurer other than a stock or mutual insurer, the net w orth of the insurer, calculated 
as its recorded assets less its liabilities, as determined by the accounting criteria set out in this title;



Amendment #1: This amendment would modify the Transitional Regulations section o f the bill 
in two respects.

•  The first insertion would allow the Department o f Environmental Conservation (ADEC) to 
begin the process o f adopting regulations necessary for implementation o f this bill prior to 
the effective date o f the bill, July 1, 1999.
• Without this provision, it will be impossible for ADEC and the Board o f Storage Tank 

Assistance to put regulations into place before the end of the 1999 construction season.
• Even an uncontroversial regulations project normally takes 4-6 months, and the 

fastest possible process under the Administrative Procedure Act is over two months. 
If regulations are not publicly noticed until July 1, 1999 they will not be effective 
before September and are unlikely to be effective before November.

• If this amendment is adopted and ADEC and the Board issue a public notice for 
these regulations on May 30, 1999, Regulations could be in place in July or August, 
allowing over a month o f UST cleanup and installation work prior to freeze-up.

• The second insertion simply reflects the fact that both the board o f Storage Tank Assistance 
and Department o f Environmental Conservation have regulations that relate to the Storage 
Tank Assistance Fund. The current language suggests that existing regulations would remain 
in place until amended or repealed by the Board, but the regulatory authorities o f the Board 
would not reach all o f the regulations relating to the fund. While the Board has fairly broad 
authority to review and approve department regulations under AS 46.03.365(d) it has fairly 
limited authority for adoption o f regulations under AS 46.03.360(e) and .360(g).
• Without this amendment, it could be argued that some of the existing regulations at 18 

AAC 78.500 - 18 AAC 78.550 are made permanent by this bill. Many of these 
provisions are adopted jointly by the Board and the department, and many o f these 
regulations contain provisions that the Board arguably does not have authority to adopL 
under its own authority. While it is unlikely that a court would hold that the transition 
provision in the bill would make the existing regulations permanent, it is preferable to 
close the door to the argument and potential litigation.

Amendment #2: This amendment would modify the provisions relating to certification o f net 
worth for purposes o f obtaining a grant or loan under AS 46.03.420 or grant under AS 
46.03.430, and would allow development o f a certification form outside the normal 
Administrative Procedure Act process. This proposed amendment addresses two substantive 
problems and a timing problem:

• First, under the current language o f the bill, the net worth of the operator is irrelevant, only 
the net worth o f the owner is considered. The amendment would limit grant and loan 
eligibility under AS 46.03.420 (Cleanup Program) if either the owner or the operator has a 
net worth o f over $1,000,000 and grant eligibility under AS 46.03.430 (Upgrade and Closure 
Program) if  either the owner or operator has a net worth o f over $250,000.
• Without this amendment, an operator with a net worth o f $ 100,000,000 could qualify for 

a grant or loan under AS 46.03.420 or a grant under AS 46.03.430 so long as the tank

Proposed A m endm ents to CSSB128 (FIN ) am

A nalysis o f
Proposed A m endm ents to CSSB 128 (FIN ) am

M ay 14, 1999
Page 1



was owned by someone with a net worth o f $ 1,000,000 or less. Owners and operators 
who are watching this bill could transfer ownership o f tanks prior to the effective date of 
this bill to prevent a facility from being disqualified from receipt o f a grant or loan.

• Second, under the current language of the bill, the operators of USTs that are owned by the 
state or a municipality would not qualify for a grant or loan despite the fact that they are 
contractually and legally responsible for the USTs and contamination resulting from the 
USTs. As a result the operators may default on their obligations and the state or a 
municipality may end up paying for remediation o f these sites. Under the amendment, where 
the owner is the state or a municipality, grant r r  loan eligibility would be tied to the net 
worth o f  the operator, not that o f the state or municipal owner.
• Without this amendment, many operators o f USTs at airports will be unable to qualify for

grants or loans and will be forced out o f business. Many of these UST sites are leased 
from the state, and the state will end up paying the full costs o f remediation rather than 
having the operator share in the costs through a grant or loan program. While the state 
may pursue the operators for cost recovery it is likely that most costs will not be 
recovered because the operators will be insolvent.

• The insertion o f new subsection into the transition provisions would address a timing 
problem by allowing the department to develop a form for the certification o f net worth 
without going through the APA process for regulation adoption.
• Without this amendment, normal APA requirements would apply and the department 

would be unable to issue grants from the time this Act takes effect until regulations can 
be adopted.

• If this amendment is adopted the Department could quickly develop a form, satisfy 
constitutional due process concerns by putting it out to a brief public notice, and adopt a 
form requirement in a non APA regulation that would become effective immediately or 
shortly after adoption. This would allow the grants to be issued to eligible applicants 
during the 1999 construction season with little or no delay following the effective date of 
the remainder o f this Act.

A m e n d m e n t  #3: This amendment would modify the definition o f "tangible net worth" to make it
more consistent with the common meaning of the term as well as federal regulations at 40 C.F.R.
280.92.

• The current definition o f tangible net worth in the bill is inconsistent with generally accepted 
accounting principles (GAAP) because it does not take into account normal liabilities such as 
mortgages, loan notes, or accounts payable. A person with an actual net worth under GAAP 
o f negative $15,000 could easily have a net worth o f over 1.5 million dollars under the 
current definition in this bill. It would be difficult to verify net worth certifications submitted 
under this bill because the definition is unique. It would also be difficult to obtain a 
conviction for perjury where an individual with an actual net worth well under $1,000,000, 
but a "tangible net worth," as defined in this legislation, o f over 1,000,000, submits a 
certification indicating that they are eligible for a grant or loan because perjury is committed 
only if  the individual does not believe the statement to be true.

A nalysis o f
Proposed A m endm ents to  CSSB 128 (FIN ) am

M ay 14, 1999
Page 2



•  If this amendment is adopted, net worth will have the common meaning o f "assets minus 
liabilities," and it would be possible to compare a certification o f net worth against the net 
worth reported on financial statements or other loan applications.

A nalysis o f
Proposed A m endm ents to CSSB 128 (FIN ) am

M ay 14. 1999
Page 3





A M E N D M E N T S

TO: CSSB 128 (FIN) am

1 Page 5, lines 9-12:

2 Delete all material and insert:

3 "(4) certifies under oath and subject to penalty for perjury, on a form required

4 by the department, that the tangible net worth of the operator is $ 1,000,000 or less as

5 o f  the effective date o f this section, and unless the tank is owned by the state or a

6 municipality, that the net worth o f the owner is $1,000,000 or less as o f the effective

7 date o f  this section."

8 Page 7, lines 25-28:

9 Delete all material and insert:

10 "(2) unless the owner or operator certifies under oath and subject to penalty for

11 perjury, on a form required by the department, that the tangible net worth o f the

12 operator is $250,000 or less as o f the effective date of this section, and unless the tank

13 is owned by the state or a municipality, that the net worth o f the owner is $250,000 or

14 less as o f the effective date o f this section;"

15 Page 9, following line 7:

16 Insert a new subsection to read:

17 "(c) AS 44.62 (Administrative Procedure Act) does not apply to the

18 development o f the form for certification o f net worth required under AS 46.03.420(c)

19 enacted by section 8 o f this Act, and AS 46.03.430(c) enacted by section 11 of this

20 Act"

- 1 -
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3

OFFERED IN THE H O U S E  B Y

Page 8, line 5:

Following "liabilities":

Insert", including liabilities"
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Revision Date/Time (Note if correction) Revised 4/27/99 Dept. Affected______________ Dept, o f Admin___________
Title W ell Regulatory Cost Charge/Cons. Tax_________________ BRU AOGCC________________________________
____________________________________________________________________________ Component AOGCC _
Sponsor Senator Pearce__________________________________________  _________________________________________
Requester Sen. Rules_______________________________________________Component Serial No. 2010

Expenditures/Revenues_____________________________________(Thousands of Dollars)_____________________

FISCAL NOTE No.^3_
STATE OF A L A S K A  Bill Version: ( I B S ' S
1999 LEGISLATIVE SESSION (S) Publish Date:

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Persona l Services 1,832 .9 1 ,832 .9 1 ,832 .9 1 ,832.9 1 ,832 .9 1 ,832 .9
Travel 139.0 139.0 139.0 139 0 139.0 139.0
Contractual 509.3 509 3 509 .3 509 .3 509 .3 509 .3
Supplies 23 .0 23 .0 23 .0 23 .0 23 .0 23 .0
Equipment 50.1 50.1 50.1 50.1 50.1 50.1
Land & Structures
G rants & Claims
Miscellaneous

TOTAL OPERATING 2,554 .3 2 ,554 .3 2 ,554 .3 2 ,554 ,3 2 ,554 .3 2 ,554 .3
CAPITAL EXPENDITURES 400 .0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( )
FUND SOURCE______________________________________________________________ (Thousands o f Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
1108 Stat Desig

100.0 100.0 100.0 100 0 100.0 100.0

2 .454 .3 2 .4 54 .3 2 ,454 .3 2 ,454 .3 2 ,454 .3 2 ,454 .3
TOTAL 2 ,554 .3 2 ,554 .3 2 ,554 .3 2 ,554 .3 2 ,554 .3 2 ,554 .3

Estim ate o f any cu rren t year (FY 99 ) co st:
POSIT IONS
Full-time 23 23 23 23 23 23
Part-time
Temoorary
ANALYSIS: (Attach a separate page if necessary)
(S e e  Attached)

Q.
Prepared by Sharon Bartpfl, Director_______________________________________________ Phone 465-5654
Division Administrativd'Services/ /*  Date/Time ___ -j. -7—     _____________________
Approved by Commissioner^ ______________ Date 4/27/99
Agency

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

:«ev 10,98)isimorm .ivcwe P a g e  1 of 2



This bill provides for the AOGCC to set and collect a regulatory cost charge from companies operating oil 
and gas wells in die State of Alaska, and to use the collections to fund tire operating costs of the agency. 
This will change the primary AOGCC operating budget fund source from General Fund to Statutory 
Designated Program Receipts.

The AOGCC is tire state oversight agency for all subsurface activity in the state and provides permits to 
drill, well workovers, reservoir management, data management, inspection o f drilling activities, gas flaring, 
conservation measures, and protection of lessees rights. The proposed funding mechanism is a more 
representative way of allocating our costs among those who require our services. Our workload is directly 
related to industry activity and under this plan would be paid for directly by industry. It recognizes the 
long-term effort required of the Commission to follow the events that constitute the lifetime of a well and 
its reservoir. The expenditures are minintums required to execute the Commission's program and to 
comply with the Oil and Gas Conservation Act.

This fiscal note includes a FY2000 operating budget increment of S664.1 and a one lime capital budget 
request of S400.0. The operating budget increment is based on the AOGCC’s estimate of the total 
necessary to fund die agency's operations. The capital request is for funding necessary to relocate die 
AOGCC offices and to provide for necessary computer enhancements.

Page 2 o f  2



FISCAL NOTE No. 3 ,

Revision Date/Time (Note if correction) _____
Title Well Regulatory Cost Charge/

STATE OF /.LASKA

1999 LEGIS LATIVE SESSION

Bill Version: S R  j S j j

Conservation Tax

(S) Publish Date:
Dept. Affected Revenue______________________________
BRU Oil and Gas Audit Div.__________________
Component Oil and Gas Audit Div.__________________

Sponsor
Requester

Senator Pearce
Senate Finance

Expenditures/Revenues
Component Serial No. 

(Thousands of Dollars)

OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES
(1,310.0)1 (1,330.0)1 (1,300.0)1 (1.320.0)1 (1.360.0)1 (1,300.0)CHANGE IN REVENUES (

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of current year (FY99) cost: 

POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate page i( necessary)

The decrease in revenue would come from Section 6 of the legislation, which would repeal the Oil and Gas 
Conservation Tax that is collected by the division.

Though the Oil and Gas Conservation Tax would be eliminated from the division’s job duties, the division's operating 
budget would not change. The Conservation Tax is simply an add-on to the state’s severance tax and does not require 
additional direct staff time to administer.

Prepared by 
Division 
Approved by 
Commissioner 
Agency

Mary Marshburn Phone 465-2301
DaterTime April 14 ,1999

Date April 14 .1999
Department of Revenue
PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE

For further distribution information, call the Governors Legislative Office
Page 1 of 1-
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Alaska State Legislature

During Interim: (June - Dee.)
7 1 6  West 4th Avenue, Suite 5 0 0  
Anchorage , A la ska  9 4 5 0 1 - 2 133 
(9 0 7 )  2 6 9 -0 2 0 0  
Fax (9 0 7 ) 2 6 9 -0 2 0 4

During Session: (Jon. ■ May) 
State C ap ito l 

Juneau, A la ska  9 9 8 0 1 -1 1 8 2  
(9 0 7 )  4 6 5 -4 9 9 3  

Fax (9 0 7 ) 4 6 5 -3 8 7 2

Senator Drue Pearce

Sponsor Statement
Senate Bill 134 

Alaska Oil & Gas Conservation Commission

The Alaska Oil and G rs Conservation Commission (AO G CC) was created to protect the public 
interest through enforcem ent of the Alaska Oil and Gas Conservation Act. The commission’s 
p rim ary  goal is to ensure tha t no hydrocarbons a re  wasted and that operations are conducted in 
m anner th a t provides m axim um  recovery of the resource. SB 134 repeals the existing Oil & Gas 
Conservation Tax and institutes a stable funding source to assure th a t the commission is capable 
of carrying out the ir objectives.

The original in ten t of the Legislature was to have the oil & gas industry pay for the function of the 
commission through the Oil & Gas Conservation Tax. W hile this system may have been adequate 
in the past, it no longer is sufficient to cover the costs associated with the operation of the 
commission. This conservation tax is directly p roportional to production with a 4 mils per barrel 
fee rate. The w ork of the commission, however, is not p roportional to the production of oil and 
gas. Production is declining bu t the w ork of the commission is not.

SB 134 creates a p rogram  receipt system in which the regulatory  cost charge is directly associated 
with the total volume of fluids produced or injected. This type of system m ore accurately reflects 
the factors directly  associated with the workload of the commission. This approach would only 
assess costs w here there is production or injection. T herefore, exploratory wells would not have a 
burden until they began production. SB 134 also contains a provision to provide for recovery of 
costs associated with an investigation or hearing. These costs would be allocated to the parties 
involved.

The commission experienced budget difficulties in the past, even when tax proceeds exceeded 
annual appropria tions. The A O G CC is currently  encountering budget difficulties that are 
directly related to the decline in oil production. SB 134 creates a stable funding source tha t will 
enable the A O G CC  to provide the m onitoring services necessary to protect the future of Alaskan 
interests.

SenaU )r_Drue_Fearce@ legis.sia(e.uk.us



LEGAL SERVICES

(907) 465-3867 or 465-2450 
FAX (907) 465-2029 
Mail Stop 3101

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

STATE OF ALASKA
130 S ew ard S treet, S u ite  409

Ju n e au , A laska 99801-2105

M E M Q R A N P U M April 6, 1999

SU BJECT: Senate Bill 134, relating to the Alaska Oil and Gas Conservation 
Commission -- sectional analysis (Work Order No. 1-LS0259M)

TO : Senator Drue Pearce

FRO M : Jack Chenovveth 
Assistant Revisor o f S

The measure amends various provisions o f the chapter establishing the Alaska Oil and Gas 
Conservation Commission (AS 31.05), adding provisions that relate to the commission's 
recovery o f its regulatory costs and expertises through calculation and imposition o f  a 
regulatory cost charge and to allowing the commission to allocate the costs o f  its hearings 
and investigations. The bill also repeals the oil and gas conservation tax (AS 43.57.010); 
though the revenue from the tax is deposited into the general fund and may be used for 
various state purposes, the tax is commonly regarded as a source o f money for the work o f 
the commission.

Bill section 1: The provision adds a new section, AS 31.05.085, under which the 
commission is authorized to allocate costs o f investigations and hearings among the parties- 
the lessees subject to the commission's jurisdiction and the commission itself. The provision 
prescribes the basis for allocation o f  the costs.

Bill section 2: The provision adds a new section, AS 31.05.093, under which the 
commission is authorized to determine, by regulation, the amount of a regulatory cost charge. 
Under subsection (a), the charge is to be levied on ''[ejvery person operating a well for which 
a permit to drill has been issued under AS 31.05" and from which oii or gas is produced or 
into which oil, gas, water, or other fluids are re-injected. Subsection (b) specifies a formula 
by which the commission's regulatory cost charge shall be determined. Subsection (c) directs 
the commission to adjust the amount o f the regulatory cost charge so that, when added to 
other fees, the charges and fees equal the amount appropriated for the work o f the 
commission. Subsection (d) speaks to the collection and allocation o f  the amounts 
recovered from the regulatory cost charges. Subsection (e) authorizes adoption o f 
implementing regulations.

Bill section 3: The subparagraph adds the amounts recovered by the Alaska Oil and Gas 
Conservation Commission under its regulatory cost charge authority to the list o f  non- 
general fund agency program receipts in the Executive Budget Act.



Bill section 7: This transitional provision sets the initial regulatory cost charge o f the Alaska 
Oil and Gas Conservation Commission at $1,000 per well.

*

The repeal o f AS 43.57.010 by bill section 6 repeals the state's oil and gas conservation t&x-- 
currently calculated at four mills per barrel o f oil or per 50,000 cubic feet o f  natural gas.

Bill sections 4 and 5: The amendments eliminate references to the oil and gas conservation 
tax in the chapters levying and collecting state severance (AS 43.55) and pipeline property 
(AS 43.56) taxes.

The repeal o f AS 43.82.210(a)(3) by bill section 6 eliminates a reference to the oil and gas 
conservation tax in the "Alaska Stranded Gas Development Act," AS 43.82.

*

Bill section 8 proposes to give the measure a July 1, 1999, effective date.

S e n a t o r  D r u e  P e a r c e

A p r i l  6 ,  1 9 9 9

P a g e  2

JBC:jdr
99-192,jdr





Official Business

gtofca ^>tnte Heg&latur? 
S e n a t e

RICK

H A L F O R D
Stale Capitol 

Juneau, Alaska 
99X01-1182 

Phone (007) 465-495X 
Pax (007) 465-4928

P.O. Box (>70100 
Cluij’iuk. Alaska 005f>7 
Phone (907) 694-4958 
l;ax (907) 694-0549

600 P. Railroad Avenue 
Wasilla, Alaska 99654 
Phone (907) 376-4958

MEMORANDUM

TO: R epresen tative  Scott O gan, C hairm an
H ouse  R esources C om m ittee

FROM: Senator Rick Halfor'

DATE: M ay 12,1999

SUBJECT: R equest to Schedule SB 171
Fishery D ata; M cNeil R iver R efuge

I req u est th a t you  schedule  SB 171 for a hearin g  in  the H ouse  R esources 
C om m ittee  a t the earliest possible date. The Senate passed  SB 171 by  a vo te  of 
20-0. P lease do  n o t hesitate  to contact m e, or m y staff, if y ou  h av e  an y  questions.



Official Business

gUatfka ls>tate Hegistfature 
S e n a t e

RICK

H A L F O R D
Stale Capitol 

Juneau. Alaska 
99801-1182 

Plume (907) ■465-4958 
Fax (907) 465-4928

P.O. Box 670190 
Chugiak. Alaska 99567 
Phone (907) 694-4958 
Fax 1907) 694-0549

600 E. Railroad Avenue 
Wasilla. Alaska 99654 
Phone (907) 376-4958

S p o n s o r  S ta tem en t 
S ena te  B i l l  171

Senate Bill 171 w as in troduced  at the request o f the A laska D epartm ent o f  Fish  
and G am e (ADF&G). SB 171 am en d s A S 16.05.815 to a llow  the ADF&G to share  
records docum enting com m ercial fish ery  land ings, fish  b u yin g  and p rocessin g  
activ ities w ith in  A laska. These am en d m en ts a llow  transfer o f this inform ation to 
the C om m ercial Fisheries Entry C om m ission  (CFEC), A laska Fisheries 
Inform ation N etw ork  (AKFIN), N ation al M arine Fisheries Service (NM FS) and  
N ation al O ceanic and A tm ospheric A dm in istration  (N O A A ).

In add ition , provisions included  in the bill w o u ld  ensure that state selected  land  
w ith in  the M cN eil River W ildlife refuge be free o f encum brance or unauthorized  
use at tim e o f transfer.
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STATE OF ALASKA 
1999 LEGISLATIVE SESSION
Revision Date:

Title:

FISCAL NOTE
BILL NO. SB171

Fishery Data; McNeil River Refuge

Dept Affected: Natural Resources 

BRU: Land Development

Component: Land Development

Sponsor:

Requestor:

Sen. Halford

(S) RES

Expenditures/Revenues (In flation not included un less omerw ise noted below)

Component Serial No. 

(Thousands of Dollars)

#431

OPERATING EXPENDITURES FY2000 FY2001 FY2002 FY2003 FY2004 FY20C5

PERS'OTIATbTOICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( fu n d  c o d e ) 0.0 0.01 0.0 0.0 0.0 0.0

FUND SOURCE (Thousands of Dollars)

1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY99) cost: 5 none

POSITIONS

FULL-TIME 0 0 0 “ o1 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY o| 0 0 0 0 0

ANALYSIS: (Attach a separate page if necessary)

No fiscal impact associated with implementation of this legislation.

^  s '
Preoared bv: Jane Anavik. D i r e c t o r ^ ^ ^ ^ ' Phone : 269-8501

--------------------------- 7 — s '
Division: Land -  c s ' Date: 10-May-99

Approved by Commissioner: c ^
John Shively — 7 ^ 7  i Date:

Agency: Natural R e s o u rc e s ^  e ~ z s ' y

PREPARER TO PROVIDE A LL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE 
For further distribution information call the Governor's Legislative Office

sbt 71.xls
Printed: 5/10/99 1:44 PM Page 1 of 1



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

•' 1996 LEGISLATIVE SESSION

FISCAL NOTE i
BILL NO. SB  1 7 1

Revision D a t e : _____________________________________________________Dept. Affected:  Fish and Game__________
Title: Relating to the release of certain records and reports r BRU: Commercial Fisheries (Limited ) Entry Commission

ADF&G: transfer of land within McNeil River State Gam Component: Limited Entry Program Administration
Sponsor: Senator Halford  ____________
Requester: Senate Resources_______________________ COMPONENT SERIAL NO.  0471_____
Expenditures/Revenues___________________________________  (Thousands of Dollars)
OPERATING EXPENDITURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND& STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0
CAPITAL EXPENDITURES
CHANGE IN REVENUES( )
FUND SOURCE____________________________________ _ _ _ _ _ __________________ (Thousands of Dollars!
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1006 GF/MHTIA 
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

Estimate of any current year (FY96) cost: S  0 .0
POSITIONS
FULL-TIME
PART-TIME
TEMPORARY
ANALYSIS: (Attach a separate page if necessary.)

No fiscal impact.

Prepared By: Roger Kolden_____________________________________ ______________________________ Phone: ________ 790-6950
Agency: Commercial Fisheries (Limited) Entry Commission__________________________________ __ Date: ________ 0 5 /0 7 /9 9

Approved by Commissioner: Mary McDowell
id) Entry Cortftjhission _Agency: Commercial Fisheries (Limited) Entry Commission______________________________________ Date:

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR’S LEGISLATIVE OFFICE ' /
For further distribution information call the Governor's Legislative Office

(Rev 10/94) 95fisno.xls/DBR P a g e  1 of



STATE OF ALASKA

1999 LEGISLATIVE SESSION

FISCAL NOTE •
BILL NO. SB 171

Revision Date/Time (Note if correction)  ______________________Dept. Affected Fish and Game_______
Title FISHERY DATA; MCNEIL RIVER REFUGE_____________ BRU Commercial Fisheries_______________

________________________ Component Headquarters Fisheries Management
Sponsor Senator_Halford________________________________________ __________________________________________________
Requester Senate Resources_____________________________________ Component Serial No. 2171

Expenditures/Revenues______________ _________________________ (Thousands o f D o lla r s )________________________
Note: Amounts do no‘  include inflation unless otherwise noted below.
OPERATING EXPENulTURES FY 2000 FY 2001 FY 2002 FY 2003 FY 2004 FY 2005
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 o.O
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 EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 0.0 0.0
FUND SOURCE  (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health 
Other (Specify Type)

TOTAL 0.0 0.0 0.0 0.0 0.0 0.0

Estimate o f any current year (FY99) cost: 0.0
POSITIONS
Full-time
Part-time
Temporary
ANALYSIS: (Attach a separate page if necessary)

Prepared by Doug Mecum, Director_____________________________________________  Phone 465-4210
Division Division of Commercial Fisheries_________ „    Date/Time 05/10/99
Approved by Commissioner Frank Rue Z E E  cr>s\ —  Date 5/10/99
Agencv Alaska Department of Fish and Game /•"Agency Alaska Department of Fish and Game

PREPARER TO PROVIDE ALL DISTRIBUTION COPIES TO GOVERNOR'S LEGISLATIVE OFFICE
For further distribution information, call the Governor's Legislative Office

(Rev 10(98) 991nform xls/OMB Page 1 Of 1



NEED FOR AND PURPOSE OF AM ENDM ENTS TO AS 16.05.815
Alaska D epartm en t o f  Fish and  Gam e 

M ay 4, 1999

The Department o f  Fish and Game (ADF&G) has been advised by the Department of 
Law (DOL) to amend AS 16.05.815, Confidential nature o f  certain records. The records 
subject to these amendments are individual records documenting commercial fishery 
landings (fish tickets) and records documenting fish buying and processing activities 
within Alaska.

The amendments accomplish four purposes.
» First, they clarify the authority o f the ADF&G to release confidential fish data to the 

Commercial Fisheries Entry Commission (CFEC.)
• Secondly, the amendments clarify that the CFEC may also release confidential data to 

entities listed in this statute.
• Thirdly, the Alaska Fisheries Information Network (AKFIN) is added to the list o f 

entities with which the ADF&G and the CFEC may share confidential fish ticket and 
fish purchasing data.

• Fourthly, the amendments authorize CFEC and ADF&G to release confidential data 
to the National Marine Fisheries Service (NM FS) and the National Oceanic and 
Atmospheric Administration (NOAA) for use in the enforcement o f state and federal 
fisheries laws.

It has been assumed until the recent advice from DOL that the individual records referred 
to earlier could be provided to AKFIN, NMFS and NOAA. Subsequent to receipt o f the 
opinion from DOL, ADF&G and CFEC have stopped providing data to these agencies 
pending a resolution of the confusion.

The NMFS is currently required to seek court orders to release confidential data into the 
court record. NMFS is now requesting authorization by statute to use confidential data in 
court cases regarding fisheries violations without the administrative burden of securing a 
court order for the use o f the data.

COMMERCIAL FISHERIES ENTRY COMMISSION:

CFEC is the biggest user o f ADF&G's fish ticket information collected under AS 
16.05.815. However, CFEC is not named in the statute as an organization authorized to 
receive the confidential records.

CFEC takes the ADF&G computerized fish ticket data and adds several enhancements 
for their needs. These include a gross earnings estimate for each item on the fish ticket 
file and the vital information on the permit holder who recorded the landing (name, 
address, residency, etc.). They can also add information on the vessel and vessel owner



A m endm ents 16.05.815 2 M ay 4, 1999

from their vessel license files when needed for particular analyses or reports. In addition, 
CFEC takes fish ticket information on the halibut fishery that are processed by the 
International Pacific Halibut Commission, converts these data to a common format, and 
merges the data into ADF&G's fish ticket data, adding other enhancements.

CFEC's enhanced fish ticket files are sometimes called "gross earnings" files. These 
enhanced files allow the commission to produce a wide range o f reports on the 
participants in a fishery, the vessels used, and the earnings o f  participants. The data can 
also be used to estimate the number o f participants and the commercial fishing gross 
earnings o f  persons from different Alaska communities. Such reports (in non- 
confidential formats) are requested by communities and are used for economic 
assessments o f  different fishery projects. Examples o f such reports can be viewed by 
visiting the CFEC Internet site at www.cfec.state.ak.us.

In the past, CFEC has provided confidential data to the North Pacific Fishery 
M anagement Council and its staff, and the extended jurisdiction section of ADF&G. 
ADF&G have also used CFEC’s data files for analyses o f commercial fishing histories 
and dependencies o f persons fishing in Glacier Bay National Park. CFEC has also 
provided data to the Alaska Department o f Public Safety and the Alaska Department o f 
Revenue so that they can perform their auditing and enforcement duties.

CFEC also uses other ADF&G confidential data collected under AS 16.05.815 such as 
the Commercial Operators Annual Reports. CFEC is not aware o f  providing such data to 
any authorized users under AS 16.05.815.

A L A SK A  FISHERIES INFORM ATION N ETW O R K :

AKFIN is the Alaska region fisheries data collection arm o f the Pacific States Marine 
Fisheries Commission (PSMFC). The PSMFC is an interstate commission authorized by 
Congress in 1947. It does not have regulatory or management authority, but serves as a 
forum for discussion on fisheries issues that affect its member states. These include 
Alaska, Idaho, Washington, California, and Oregon. PSMFC also provides data 
collection and processing and other contractual services to its member states.

The governing body o f PSMFC is composed o f  three voting representatives ffom each 
member state. Alaska’s three seats have traditionally been held by a member o f the 
Alaska Legislature, a representative o f the commercial fishing industry, and a 
representative o f  ADF&G. Presently the individuals holding these respective seats are 
Senator Georgianna Lincoln, Dale Kelley ffom the Alaska Trollers Association, and 
David Benton, Deputy Commissioner o f ADF&G. Senator Loren Leman has also been 
an Alaskan representative on the PSMFC.

The National Marine Fisheries Services provides funding for AKFIN. AKFIN in turn 
contracts with the ADF&G to collect and pr.ovide data to AKFIN. The AKFIN contract 
with ADF&G is approximately S I.3 million annually. This funding supports the

http://www.cfec.state.ak.us
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following activities: analysis o f information on the bycatch in groundfish fisheries o f 
prohibited species such as salmon; management o f  the fish ticket database for state 
harvests o f groundfish and crab; dock sampling o f  state groundfish catches; 
modernization o f old databases o f groundfish and crab catch data; and dock sampling o f 
Bering Sea crab fishery. In order for ADF&G to share the information collected under 
the terms o f its contract with AKFIN, statutory authority to share fish ticket data with 
AKFIN is needed.

NMFS LAW ENFORCEMENT:

Marine fisheries law enforcement personnel in Alaska are vastly overextended. To 
alleviate this problem, state and federal law enforcem ent personnel are cross-deputized 
enabling them to enforce each other’s regulations. This increases the state's ability to 
m an ag e rs  resources while incurring no additional costs. While state officers have easy 
and complete access to confidential federal fisheries information for enforcing fisheries 
law, federal officers are not extended that same privilege. Whenever federal officers need 
to present confidential state fish ticket information in court in order to make a case; they 
must first get a court order approving the release into the public domain o f confidential 
data. This requires excessive staff time and drains agency resources. Authorizing NMFS 
law enforcement personnel access to use o f  this data helps prevent criminals ffom 
illegally harvesting Alaskan resources.
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MEMORANDUM State of Alaska
Department of Law

to: E a r l  K r y g i a r  bate: M ay  6 , 1 9 9 9
A l a s k a  D e p a r t m e n t  o f  F i s h  a n d  G am e
D i v i s i o n  o f  C o m m e r c i a l  F i s h e r i e s  p il e n o .: 6 6 3 - 9 0 - 0 1 2 6

M a n a g e m e n t  a n d  D e v e l o p m e n t
TELEPHONE NO.: 4 6 5 - 3 6 0 0

fro m : S t e p h e n  M . W h i t e  su b je c t : R e l e a s e  o f
A s s i s t a n t  A t t o r n e y  G e n e r a l  c o n f i d e n t i a l  i n f o
N a t u r a l  R e s o u r c e s  S e c t i o n  f o r  f e d e r a l
D e p a r t m e n t  o f  L a w  e n f o r c e m e n t  a c t i o n s

Y o u  h a v e  a s k e d  u s  t o  r e v i e w  t h e  a d v i c e  g i v e n  b y  A s s i s t a n t  

A t t o r n e y  G e n e r a l  L a r r i  S p e n g l e r  c o n c e r n i n g  t h e  D e p a r t m e n t  o f  F i s h  
a n d  G a m e ' s  r e l e a s e  o f  c o n f i d e n t i a l  i n f o r m a t i o n  t o  t h e  N a t i o n a l  

M a r i n e  F i s h e r i e s  S e r v i c e  ( " N M F S " )  o r  t o  s t a f f  o f  t h e  N o r t h  P a c i f i c  

F i s h e r y  M a n a g e m e n t  C o u n c i l  ( "N P F M C " ) .  Y o u  s t a t e d  t h a t  

M s . S p e n g l e r ' 8  a d v i c e  a p p e a r s  t o  r e s t r i c t  t h o s e  f e d e r a l  a g e n c i e s  

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

I n  a  1 9 8 9  m e m o ra n d u m , M s . S p e n g l e r  a d v i s e d  t h a t  f i s h  

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

A S  1 6 . 0 5 . 8 1 5 ,  m a y  b e  r e l e a s e d  t o  n m f s  a n d  NPFM C p r o f e s s i o n a l  s t a f f  

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

S h e  s t a t e d ,  h o w e v e r ,  t h a t  i f  t h o s e  f e d e r a l  a g e n c i e s  o r  t : t a f f  

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

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

A f t e r  r e v i e w i n g  M s . S p e n g l e r ' s  a d v i c e ,  w e c o n c l u d e  t h a t  
i t  i s  c o r r e c t .
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T h e r e  a r e  tw o  w a y s  t h a t  NMFS a n d  NPFMC p r o f e s s i o n a l  s t a f f  

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

A S  1 6 . 0 5 . 8 1 5 .  F i r s t ,  u n d e r  s u b s e c t i o n  ( a ) ( 1 )  o f  A S  1 6 . 0 5 . 8 1 5 ,  t h e y  

m a y  b e  g i v e n  t h e  i n f o r m a t i o n  i f  i t  i s  r e q u i r e d  f o r  p r e p a r i n g  a n d  

im p l e m e n t i n g  N PFM C  f i s h e r y  m a n a g e m e n t  p l a n s  w i t h i n  t h e  e x c l u s i v e  

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

w i t h  ADF& G  u n d e r  w h i c h  t h e  a g e n c i e s  a g r e e  t o  m a i n t a i n  t h e  

c o n f i d e n t i a l i t y  o f  t h e  i n f o r m a t i o n .  A S  1 6 . 0 5 . 8 5 1 ( a ) .

S e v e r a l  m o n t h s  a g o ,  w e h e l p e d  ADF& G  d r a f t  a  

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

t i c k e t  d a t a  t o  NM FS a n d  NPFM C p r o f e s s i o n a l  s t a f f .  I t  i s  m y 

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

o t h e r  i n f o r m a t i o n  m a d e  c o n f i d e n t i a l  b y  AS 1 6 . 0 5 . 8 1 5  t o  t h e  f e d e r a l  

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

p o t e n t i a l  l i a b i l i t y  f o r  t h e  s t a t e .  T h e  ADF&G e m p lo y e e s  w h o  r e l e a s e  

t h e  i n f o r m a t i o n  w o u ld  b e  v i o l a t i n g  t h e  l a w ,  n o t  t h e  f e d e r a l  

a g e n c i e s  o r  e m p l o y e e s  w h o  r e c e i v e  i t .

E v e n  i f  t h e  c o n f i d e n t i a l  i n f o r m a t i o n  w e r e  g i v e n  t o  t h e  

f e d e r a l  a g e n c i e s  u n d e r  a  s i g n e d  c o n f i d e n t i a l i t y  a g r e e m e n t ,  we d o  

n o t  b e l i e v e  t h a t  i t  c o u l d  b e  U 3 e d  i n  a  p u b l i c  e n f o r c e m e n t  a c t i o n .  

We a s s u m e  t h a t ,  t o  u s e  t h e  i n f o r m a t i o n  i n  t h a t  m a n n e r ,  t h e  f e d e r a l  

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

a g e n c i e s '  u s e  o f  t h e  i n f o r m a t i o n  i n  a n  e n f o r c e m e n t  a c t i o n  w o u ld  

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

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

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

l e g a l  a c t i o n  t h a t  r e s u l t s  i n  a  c o u r t  o r d e r  d i r e c t i n g  ADF&G t o  
r e l e a s e  t h e  i n f o r m a t i o n .  We b e l i e v e  t h a t  a  c o u r t  w o u ld  n o t  i s s u e  

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

a d v o c a t e  t h a t  r e s u l t .

I n f o r m a t i o n  g a i n e d  t h r o u g h  a  c o u r t  o r d e r  w o u ld  n o t  b e  

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

B u b s e c t i o n  w h i c h  a l l o w s  f o r  c o u r t  o r d e r s  -  A S  I S . 0 5 . 8 1 5 ( a ) ( 4 )  -  i s  

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

a  c o n f i d e n t i a l i t y  a g r e e m e n t .  S e e  A S  1 6 . 0 5 r. 8 1 5  ( a )  . T h e r e f o r e ,  

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

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

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

i n f o r m a t i o n  c o v e r e d  b y  A S  1 6 , 0 5 . 8 1 5  a n d ,  w i t h o u t  v i o l a t i n g  a  

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

P l e a s e  c o n t a c t  me i f  y o u  h a v e  a n y  q u e s t i o n s  a b o u t  t h i s

a d v i c e .

S M W :p rm

1:\whlC«a\m6mos\kryi9r-confldencialicy



CHENiK RIVER INHOLDING - MCNEIL RIVER STATE GAME REFUGE 

SENATE RESOURCES COMMITTEE SUMMARY

SB 171

• On November 10, 1998 the Department of Natural Resources (DNR) issued a notice 
finding and decision, ADL 225906, regarding the issuance of concurrence to the US 
Bureau of Land Management (BLM) for a lease of state selected lands at Chenik 
Head within the boundaries of the McNeil State Game Refuge.

• The Senate Resources Committee received numerous copies of letters sent to DNR 
objecting to the proposed issuance of a lease for a commercial enterprise within the 
Refuge.

• The Senate Resources Committee held two hearings concerning this issue on 
February 17 and March 3, 1999.

• The Committee was advised that BLM will not issue a lease unless the State agrees 
and the decision to approve the lease issued by DNR has not been finalized.

• The Alaska Department of Fish and Game (ADF&G) has, in the past, consistently 
opposed the issuance of a lease for this commercial facility within the Refuge. 
ADF&G has not conducted the assessment and findings required by the existing 
Management Plan for the refuge which is required before any commercial facility 
can be approved within the Refuge.

• On March 11,1999 Committee Chair Senator Halford wrote a letter to DNR and 
ADF&G expressing concern about the proposed approval of the lease and the 
potential bad precedent set by this action which would essential reward an illegal 
trespasser.

• On April 14, 1999 Senator Halford received a letter from ADF&G Commissioner Rue 
stating that the Department was going to initiate a needs assessment for a 
commercial facility within the refuge.

• On April 26, 1999 BLM sent a letter to Michael McBride and an official Notice to 
Cease and Desist and advised him that he was continuing an unauthorized use of 
public lands in violation of the law and that he should immediately cease 
commercial recreational use of the land.

• The Committee also received a copy of an April 23, 1999 internal BLM memo which 
outlines their indic<-fr ' course of action regarding the lease. This memo indicated 
that no final action wou.H be taken until the state declared its position.



The Committee also received a copy of a BLM briefing memo for the Alaska 
Congressional delegation dated April 21, 1999.

The Senate Resources Committee is advised that DNR is waiting for a final 
recommendation from ADF&G after which time a final decision will be made 
concerning the state's position regarding the proposed lease.

Public concerns have been expressed that this lease will eventually be issued once 
the legislature adjourns despite clear opposition from the field staff within the Alaska 
Department of Fish and Game.



Official Business

g la tfka  £?tate Hegtslature 

S e n a t e

M arch  11,1999

RICK

H A L F O R D
State Capitol 

Juneau. Alaska 
99801-1182 

Phone (907) 465-4958 
Fax (907) 465-4928

P.O. Box 670190 
Chugiak. Alaska 99567 
Phone (907) 694-4958 
Fax (907) 694-0549

600 E. Railroad Avenue 
Wasilla. Alaska 99654 
Phone (907) 376-4958

C om m issioner F rank  R ue
A laska D ep artm en t o f Fish a n d  G am e
P.O. Box 25526
Juneau , A laska 99802-5526

C om m issioner John Shively  
A laska D ep artm en t of N a tu ra l R esources 
400 W illoughby  A v en u e  
Juneau , A laska 99801-1724

D ear C om m issioners,

This le tte r is in follow  u p  to the Senate R esources C om m ittee  rev iew  of the 
p ro p o sed  B ureau of L and  M anagem en t (BLM) lease o f s ta te  selec ted  land  w ith in  
the M cNeil S tate G am e R efuge. A fter th o ro u g h  exam ination  o f the h is to ry  o f the 
long-term  u n au th o rized  use  o f the land  in qu estio n  a n d  com plete  rev iew  of the 
substan tia l d o cu m en ta tio n  p ro v id e d  by b o th  o f y o u r agencies, I find  no  reaso n  o r 
p ro ced u ra l allow ance o n  w h ich  to base a best in te re s t find ing  for the req u ired  
906k concurrence.

The fo llow ing is a su m m a ry  o f the facts p re sen ted  to the R esources C om m ittee:

• M r. M cBride has b een  in  trespass on  the land  since 1978.
• D uring  tha t tim e th e re  w as no p erm ission  g ra n te d  for the use o f the land .
• M r. M cBride im p ro v ed  the facilities on  the lan d  ov er tim e, in c lu d in g  the 

b u ild in g  of m u ltip le  p e rm a n en t s truc tu res.
• M r. M cBride u sed  the lan d  for a com m ercial en te rp rise  an d  d e riv ed  

su b stan tia l p e rso n a l gain  w ith o u t co m p en sa tin g  an y  s ta te  o r federal agency  
for its use.

• The BLM classified M r. M cB ride's use o f the lan d  as u n au th o rized .
• ADF&G staff rep ea ted ly  ad v ised  ag ainst the creation  of a p riv a te  in -ho ld ing  

w ith in  the  refuge.
• D N R p rev io u sly  d en ied  a 906k concurrence req u ested  by  the BLM.



• D N R  d ep artm en ta l o rd e rs  #134 an d  137 ad v ise  again st the acceptance of an y  
lan d  transfer w ith  an  o u ts tan d in g  u n a u th o riz e d  use.

« BLM has specific rem ed ies to deal w ith  u n au th o riz ed  use as ou tlined  in 43 
CFR, C h ap te r 2.

W hile I ap p rec ia te  y o u r d e p a r tm en ts ' p a rtic ip a tio n  an d  candor in the hearings 
w e conducted , I am  g rea tly  d iscom forted  th a t this issue w as a llow ed  to p rog ress 
as far as it had . The c ircum stances su rro u n d in g  this issue seem  to w a rran t yo u r 
exam ination  o f the m otives a n d  m eth o d s em p lo y ed  an d  h o w  they  can be 
justified  w ith in  y o u r d ep a rtm en ta l policy  an d  p ro ced u res .

I h av e  enclosed  the m in u tes  from  the S enate  R esources C om m ittee  hearings 
co n d u cted  on F eb ru ary  17 an d  M arch 3 ,1999 , for y o u r review . It w as ap p a ren t 
in  the  com m ittee  d iscussion  th a t final issuance of the DN R, D ivision of Land 
F ind ing  a n d  D ecision ADL 225906 w o u ld  be in  v io la tion  of the regu la tions 
g o v e rn in g  the  m an ag em en t of the refuge, the s ta tu to ry  obligations for 
com petitive  b id  an d  the C o nstitu tiona l ob liga tion  to equal access.

The facts p o in t o u t on ly  one fair an d  responsib le  rem ed y  to this g laring  
u n a u th o riz ed  use of s ta te  selected  land . I u rg e  y o u  to d en y  the requested  906k 
lease concurrence, fo rm ally  req u est th a t BLM rem ove the facility in  trespass an d  
then  accep t transfer o f the lan d  to the s ta te  free o f encum brance.

As the M cN eil S tate G am e R efuge is a leg isla tively  designa ted  area, I am  
fo rm ally  req u estin g  th a t yo u  keep m e in fo rm ed  o f an y  fu rth er action or decisions 
reg a rd in g  this m atter; in c lu d in g  any  co nsidera tion  of a change in the 
m an ag em en t p lan  or o f a find ing  p e rta in in g  to com m ercial facilities. Seeing the 
issue th ro u g h  to a fair an d  responsib le  conclusion  rem ains a p rio rity  of the 
S enate R esources C om m ittee.

S incerely,

 S '  —
RICK H A LFO RD

R H :bw h

cc S enate  R esource C om m ittee  m em bers 
P a t Pourcho t, Legislative D irector 
Bruce Botelho, A tto rn ey  G eneral

enclosures





/ TONY KNOWLES, GOVERNOR

APR 2 0 1999
DEPARTMENT OF FISH  AND GAME P.O. BOX25526  

JUNEAU, ALASKA 99802-5526 
PHONE: (907) 465-4100 
FACSIMILE: (907) 465-2332OFFICE OF THE COMMISSIONER

April 14, 1999

The Honorable Rick Halford 
Chairman, Senate Resources Committee 
Alaska State Legislature 
State Capitol, Room 121 
Juneau, AK 99801-1182

Dear Senator Halford:

In response to your March 11 letter concerning the proposed Bureau of Land Management lease 
of state selected land within the McNeil River State Game Refuge, I am providing the following 
information. Prior to making a Final recommendation to the Department of Natural Resources, 
the Alaska Department of Fish and Game plans to conduct a needs assessment for a commercial 
facility in the refuge. In accordance with the Refuge Management Plan, the assessment will 
determine (1) whether a need exists for a permanent commercial facility in the refuge to facilitate 
the department's brown bear viewing program, and (2) whether the refuge and sanctuary 
management goals are better served with a commercial facility than without.

The needs assessment will be conducted with ample opportunity for the public to participate. In 
addition to the questions listed above, other topics to be addressed during the process will 
include siting and operational criteria for any type of commercial facility in the refuge. If our 
assessment determines that there is ample justification for the brown bear viewing program to be 
supplemented by a commercial facility, I will issue the required finding of fact and the 
department will develop appropriate terms and conditions for a commercial facility. At that 
point the Department of Natural Resources would develop and implement a competitive process 
to select a vendor.

I share your concern about legalizing unauthorized use of state selected lands with after-the-fact 
approvals. I will keep you informed of our progress.

Sincerely,



TONY KNOWLES, GOVERNOR

a 400 WILLOUGHBY AVENUE 
JUNEAU. ALASKA 99801-1796 
PHONE: (907) 465-2400
FAX: (907) 465-3686

a  3601 CSTREET . SUITE 1210
ANCHORAGE. ALASKA 99503-5921 
PHONE: (907 )269-8431
FAX: (9 07 )269 -8918

The Honorable Rick Halford 
Alaska State Legislature 
State Capitol, Room 121 
Juneau, Alaska 99801-1182

Re: Chenik Institute

Dear Senator Halford:

Thank you for providing me a copy of the meeting notes from the two committee hearings 
regarding the Chenik Institute. I appreciate your taking the time to provide me with your 
thoughts and recommendations on the proposed letter o f concurrence for this use o f state selected 
land. At the present time my staff is reviewing public comments on this topic and working with 
personnel in the Department o f Fish and Game to coordinate our response to the Federal Bureau 
o f Land Management.

I believe Commissioner Rue has written you regarding the process we are using to reach a 
decision. I will provide you with a copy o f this decision as soon as it is available. Please feel free 
to contact me if you wish to discuss this matter further in the interim.

cc: Frank Rue, Commissioner, ADF&G
Jane Angvik, Director, Division ofLand 
Rick Thompson, Division ofLand

CTS“ A99031701LA

c rp r

/

DEPARTMENT OF NATURAL RESOURCES

OFFICE OF THE COMMISSIONER

April 21, 1999
J

"Develop, Conserve and Enhance Natural Resources for Present and Future Alaskans"



United States Department o f the Interior
BUREAU OF La ND MANAGEMENT 

ANCHORAGE FIELD OFFICE 
6881 Abboir Loop Road 

ANCHORAGE, ALASKA 99507

AA-74592 (2920) 
(041) ks

NOTICE TO CEASE AND DESIST APR 2 6 1839

CERTIFIED MAIL
RETURN RECEIPT REQUESTED

Michael P. McBride 
Kachemak Bay Wilderness Lodge 
P. 0 . Box 956 
Homer, AK 99603

Dear Mr, McBride:

.The B ureau ofLand Management has investigated and concluded th a t you are 
using the public lands located in Seward Meridian, T. 11 S., R. 29 W., Secs. 22 and 
23 without authorization. You have constructed permanent structures and have 
been using the public lands for commercial purposes. This is in violation of the 
Federal Land Policy and Management Act of 1976 (43 U.S.C. 1701 et seq j, and 
the Alaska National Interest Land Conservation Act (58 USC note prec. 21). In  
addition, you are in violation of the following regulations: Title 
43 CFR §2920.1-2 and §9262.1 (copies attached). You will be advised of future 
action as a consequence of these acts. If the allegations are correct, you m ust 
immediately and permanently cease and desist from the violations charged.

Failure to comply with this notice may result in trespass penalties and citation for 
your appearance before a designated United States magistrate who may impose a 
fine of not more than  $1,000 or imprisonment of not more than 12 months, or 
both, under Title 43 CFR §9262.1.

Field Manager

cc: S tate of Alaska
Southcentral Region Office 
3601 C Street, Suite 1080 
Anchorage, Alaska 99503-5947



United States Department o f the Interior
BUREAU OF LAND MANAGEMENT 

ANCHORAGE DISTRICT OFFICE 
6881 Abbott Loop Road 

ANCHORAGE, ALASKA 99507

8372(AK-040)

APR 2 6 1993
CERTIFIED MAIL 
RETURN RECEIPT REQUESTED

Michael McBride 
Kachemak Bay Wilderness Lodge 
P.O. Box 956 
Homer, Alaska 99603

Dear Mr. McBride,

We are aware chat you have been conducting recreational use on Public Lands near Chenik Head 
in T.l IS., R.29 W., Seward Meridian. These lands are selected by the State o f Alaska and BLM 
is required to receive concurrence from the Scate before authorizing recreation activities. The 
State of Alaska has no: given their concurrence to your recreation use. Therefore, we are not able 
to consider issuing you a Special Recrearion Permit for your operations at Chenik Head.

Your continued unauthorized use of the said public Lands is in violation of the Code of Federal 
Regulation (CFR) 43 8372.C-7 (a) (I). You must immediately stop all commercial recreation use 
of this area. Continued commercial recreation use may result in penalties described under 43 
CFR 8372,0-7 (b) and 9268.3 (e) (1).

Please contact G in t Hanson at (907) 267-1206 if  you have questions or comments regarding this 
issue.

CC. Richard Thompson
Alaska Department of Natural Resources 
Division ofLand 
3601 C Street, Suite 1080 
Anchorage, Alaska 99503-5947

Sincerely,

Field Manager
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United States Department of the Interior
BUREAU OF LAND MANAGEMENT 

ANCHORAGE HELD OFFICE 
6881 Abbott Loop Rond 

ANCHORAGE. ALASKA 99507-2599
h a p  anchorage j t b l m . g o v /

.'iAXsv* ucA/iy

AA-74592 (2920)

April 23. 1999
Memorandum

To: Field Manager (040)

From: Group Manager REM (041)

Subject: McBride - Recommended Course of Action

Clincon Hanson, Jake Schlapfer, Kathy Stubbs, Dave Slimpson, and David Dorris developed and 
recommend the following actions on the McBride case.

Conditions or Givens

Two processes musr be followed; those dealing with Special Recreation Permits and those for leasing. 
Final actions should not be taken until the State has declared its position.

Action Recommended

Special Recreation Use Permit Lease

1. Letter • stop commercial use 1. Letter - cease and desist using site

2. Monitor compliance 2. Monitor compliance

3 a. McBride complies with, stop letter 3a. McBride complies with Cease & Desist

BLM holds further action uiuil State 
responds on 906k

BLM holds further action until State 
responds on 906k

State agrees, BLM issues permit and 
collects back fees

State agrees to lease, BLM issues lease 
and collects back rent

State does not concur, BLM continues 
to monitor.

State does not concur, BLM determines if 
State wants the land with or without the 
structures and follows existing process, 
including collecting back fees

3b. McBride fails to comply 3b. Me Bride fails to comply

Ranger issues citation, BLM follows 
existing process to shut down and 
collect back fees

Issue trespass considering State's re- 
commendanon about building removal 
and collecting back fees.



b r i e f i n g  f o r  t h e  c o n g r e s s i o n a l  d e l e g a t i o n

PREPARED BY: Anchorage Reid Office
FROM: State Director, Alaska
SUBJECT: Michael McBride Occupancy at Chenik Head near McNeil River
PURPOSE OF THE BRIEFING DOCUMENT:
Provide information about McBride's extensive unauthorized use of the public land on 
Chenik Head.
ISSUES:
• Unauthorized construction of permanent structures (9j
• Unauthorized use of public lands for commercial recrearian p u rp o se s

Operating a hunting and bear viewing/photography and guiding service 
without an SRP f Special Recrearian Permit]

BACKGROUND:
McBride has operated a hunting, bear viewing/photography ana guiaing service on 
Chenik Head near McNeil River on the west side of Cook inlet since the m;d-1970's. He 
has developed the site ta accommodate clients whose mein goals ere fo oaserve and 
photograph brawn bears and other wildlife. McBride's development has grown to 
include a lodge, sauna, three guest ccbins - with outhouses, o shower/storage shed, 
and two tent platforms.
In February 1979, the State of Alaska filed a selection application for the lands in the 
area, including those occupied by McBride's business.
McBride contends that applications fo'  an SRP were submittec several times over the 
years. BLM has no record of applications received in the 1970s cs 197C's-era permit 
documents, by regulation, were destroyed 3 years after terminpiicn. An SRP 
application submitted in 1989 was returned to McBride because *he .ends had been 
tentatively approved for conveyance to the Stcte.
On May 30.1991. McBride submitted an application to lecse ;anas wnere he 
conauctea his operation. Secause the lands had been selected c y  ine Sfcte, 
approval of the application was subject to State concurrence urcer Sec. ?C6(k) cf 
ANILCA. On February 25, ) 994, the State .notified BLM that if ccuic nor cpprove the 
proposal since the land would became part of the McNeil River Game Refuge upon 
conveyance to the State. According to DNR (Department cf Na:urc! Resources) "...



this activity is not in the best interest of the State.. and "... is in conflict with the use 
planned far the area "
To the best of aur knowledge. McBride has not held a legal authorization to use the 
lands for any purpose.
BUREAU PERSPECTIVE

AFO Reid Manager and staff members met wilh DNR mcragers cna staff on 
February 12, 1999, to explore ways to address the situation that would make 
conveyance of the land acceptable to the State. All avcilable options were 
discussed and sent to the State in writing. The options provide a platform for BLM and 
the State to work together to resolve the issue and permit the State to take 
conveyance. As af this date, the State has not responded or indicated that any option 
is agreeable, in the meantime, BLM can not continue to ignore this ongoing 
unauthorized use.
POSITIONS OF INTERESTED PARTIES:
The State is determined to resolve the matter in a way that does not created a 
property interest for McBride or an in-holding that conflicts with management goals af 
the McNeil River Wildlife Refuqe. State policy requires that rrespcss ccses be resolved 
before title will be accepted. Current controversy over McSriae's operation, 
newspaper articles, letters to the editor and other correspondence, hcs indicated 
some public opposition to McBride's use. Senator Rick Haifora cf the Aicskc State 
Senate heia a public hearing on the matter. BLM hcs received two letters of objection.
CONTACT:
Nick Douglas. Field Manager (040) 907-267-1246.





A L A S K A  ST A T E  L E G ISL A T U R E
SEN ATE RESOURCES C O M M IT T E E

O fficial Business

State Capitol 
Juneau, AK 99801

Sponsor S ta tem en t 
Senate B i l l 175'Amendments to State Mining Law'

Chairman: Senator Rick Halford 
Vice Chair: Senator Robin Taylor 

Senator Lyda Green 
Senator Pete Kelly 

Senator Jerry Mackie 
Senator Sean Parnell 

Senator Georgianna Lincoln

Senate Bill 175 p roposes changes to the A laska  S tate M in ing  Law  that red u ce  the 
m ining claim  processing  tim e an d  cost for the S tate, w h ile  im p ro v in g  the 
accuracy and  accessibility of the claim  location da ta . These changes affect 
m ethods of locating m in ing  claim s, ren ta l p ay m en ts  an d  o th e r re la ted  item s; they  
have  no effect on the righ ts  estab lished  b y  claim s.

The D epartm en t of N a tu ra l Resources cu rren tly  h as  a su b stan tia l back log  of 
claim s th a t have been filed b u t are  n o t ye t on  the  land  s ta tu s  p la ts. C hanges 
p ro p o sed  by SB 175 will g rea tly  im prove  this s itu a tio n  by  a llo w in g  D N R  to u se  a 
form at w hereby  m in ing  claim  corners confo rm  to a n  a liq u o t p a r t legal 
descrip tion  an d  can then  be electronically  en te red  on to  (or rem o v ed  from ) the 
State land  sta tu s plats.

The changes p ro p o sed  by SB 175 inco rpo ra te  severa l years  of w o rk  be tw een  the 
m in ing  in d u stry  an d  the A laska D ep artm en t o f N a tu ra l R esources. The p rim ary  
concern for DNR is the am o u n t of m an p o w er, tim e a n d  cost tha t are now  
requ ired  to process the p ap erw o rk  for m in ing  claim s.

From  the v iew po in t of the m in ing  in d u stry , the changes w ill sim plify  the process 
of s tak in g  m in ing  claim s a n d  reduce  e rro rs  d u r in g  the s tak in g , reco rd in g  and  
filing process. O ne change will m ake it s im p le r an d  m o re  feasible to u tilize 
Global Positioning  System s (GPS) to estab lish  claim  co rners  in the  field. A n o th er 
change w ill allow  the location of a la rg er size of m in in g  claim , w hich  w ill 
decrease the n u m b er of stakes in the field an d  red u ce  the am o u n t of p a p e rw o rk  
by 75%. The existing claim  location system  w ill con tinue  to be availab le  for those 
situa tions w here  the new  p osition ing  m ethod  is no t practical.

O th er changes regard  p ro specting  sites, in c lud ing  the e stab lish m en t o f a ren tal 
charge, repeal of the lim itation  of the n u m b e r of sites th a t can  be held , and  
clarification of the term s.

Senate Bill 175 is su p p o rte d  by  the A laska M iners A ssociation  an d  the 
D ep artm en t of N a tu ra l Resources.



A L A S K A  ST A T E  L E G ISL A T U R E
SENATE RESOURCES C O M M IT T EE State Capitol 

Juneau, AK 99801
Official Business

Chairman: Senator Rick Halford 
Vice Chair: Senator Robin Taylor

Senator Lvda Green

Sectiona l A n a ly s is
Senator Pete Kelly 

Senator Jerry Mackie 
Senator Sean Parnell

Senate B il l 175
Amendm ents to State M ining Law"

Senator Georgianna Lincoln

S ection  1. Establishes an add itional m ethod  for locating (staking) m in ing  claim s 
called "M TRSC" (M eridian , Tow nship, R ange, Section, C laim ); a llow s claim s to 
be located as 160 acres each, in add ition  to the cu rren t size of 40 acres per claim; 
specifies a grid  system  for placing claim  corners; an d  reduces the pe rio d  of tim e 
a llow ed  for a person  s tak in g  a claim  to record  the certificate of location from  90 
days to 45 days.

S ection  2. Establishes that the annual labor requ irem en t for the new  40 acre 
MTRSC claim s will be the sam e as ex isting  40 acre non-M TRSC claim s an d  that 
the an n u al labor req u irem en t for 160 acre MTRSC claim s will be ec^.al to four (4) 
tim es th a t of the 40 acre claim s.

S ection  3. Establishes a rental rate for p ro sp ec tin g  sites and  clarifies the rental 
ra tes for MTRSC claims.

Section  4. P rovides an incentive to use the MTRSC m eth o d  and  to convert 
existing non-M TRSC claim s into the MTRSC form at.

S ection  5. Defines "MTRSC system ."

S ection  6. R equires that all new  p ro sp ec tin g  sites be located by the MTRSC 
system  a n d  reduces the period  of tim e a llow ed  for a perso n  estab lish ing  a 
p ro specting  site to record  the certificate o f location from  90 d ay s to 45 days.

S ection  7. Repeals the lim itation on the n u m b er of p rospecting  sites tha t can be 
held in a tow nship , increases from one vear to tw o years the term  of a 
p ro specting  site, rem oves the ex tension  p ro ced u re  for p ro sp ec tin g  sites, and  
specifies that the ren t m ust be paid  w ith in  45 d av s for a p ro sp ec tin g  site to be 
valid .

S ection  8. Rem oves the requ irem en t th a t claim  lines be m ark ed  a n d  clarifies the 
term s of ab an d o n m en t of a p rospecting  site.
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The concept cf M TRSC  claim position notation was developed after reviewing the 
simplicity of land area designations by UTM coordinates as in Labrador, and the graticule 
cr graticuiar section Datitude-longitude) system used in Australia. The present system of 
descnbing the location cf a mining claim by Mendian, Township, Range, Section, and 
quarter section cr auarter of a Quarter section is a cumbersome method of descnbing small 
portions c f a section and does not lend itself readily to computerized data base 
management systems it is very prone to error, is tedious to use in descnbing property 
locations a no is at its -worst wnen a single mining claim is located in several different 
sections cr even as m a n y  as four different townships. The current State Mining Claim 
Lccaticn Notice Cerrficate form crovides four lines on which to record the location of a 
single mining ciaim The answer seems to be a system that predetermines the position of 
a ciaim. ana then to develop a simple notation system to identify that claim position.

4.1. Pre-Determ ined Positions for M ining C la im s

Tu's method .‘.cud  rave mining claims positioned in pre-determined locations, just as 
sections are >n predetermined positions in a township A 640 acre section can contain 16 
‘orry acre mining c.aim.s each 1.320 feel on a side (See Figure 1) Under MTRSC. no 
claim could straddle the boundary berween two sections. Even new large claim blocks are 
chen staneo so mat the description of eacn claim is the simplest possible, (using only one 
>re z r  me State Mm ng Claim Location Notice/Certificate) which means 16 full size state 
claims oer section Using the current descnption terminology, a claim would dccupy the 
e;«ac: soace cescr oacie as the certain quarter of a certain quarter cf a section"

All ciaim .ines ~ust be cnented m the cardinal directions with no exceptions. 'A/here a 
ciaim staked uncer this system overlapped onto preexisting federal or state claims it 
would be mace clear that the senior locator prevails

T"e western-most t er cf sections in a township actually have less than 540 acres each 
because r a t  s vmere me ac-ustme^t occurs to compensate ‘cr the fact that caralle! ncrth- 
scutn r e s a; 'me ec-atd ' get cmser together northward anc scutnwaro as tney converge 
at me geca 'ac- c ca e s  ~hus me western-most tier cf claims m the western-most 
sections wi.i s.miiany ce smaller man 40 acres ana in a few tewnsncs tne nennern-most 
: e: c: : o ~s wc- c a sc ce ess man 40 acres

4.2. M TRSC = Meridian, Township, Range, Section, Claim

M TRSC  sraras for Meridian Township. Range. Section, and Claim The addition of the 
Ciaim designator is wnat makes this system work in descncmg me location cf mining 
claims wnen ccm pired witn predetermined claim positions Under tne present system 
~ •• rg cam 's ca~ ce physically positioned without respect to any c ‘ me a rc  description 
courcane *> '"-us t ‘s ccssioie to have a single 40 acre mining claim that is situated in 
cp - ic -s  : 4 : -'erent tcwnsnips which is a descnctive -gntmare anc a c'colem for 
accurate n’ am ie-ance c- status ciats and data Dase management reccrcs

4.3. Claim  Designation Procedure

!' mese ciaim ccsiticns are numbered in the same pattern as secticns 3re numbered in a 
tawnsnip cescnpmg the iccaticn of any claim is easy Using the established pattern for

4. MTRSC C laim  P o s itio n  N o ta tio n

8



numoermg sections in a township, claim number 1 would be located in the northeast 
comer of the section Claim number 2 would be the next claim position to the west. etc. 
with the snaking' pattern similar to the sequence used in numbenng the sections in a 
township Claim number 15 would be in the southeast comer c f the section See Figure 1

The forma: ‘or a typical descnption cf a mining claim using M TRSC  would be.

M Mendian choices are K. F. S. or C  for Kateel River. Fairbanks. Seward, or Copper
River

T Tcwnsnip need 3 digits followed by N or S.

R Range -eeo 3 digits followed by E or W.

S Section a numoer from 1 through 36,

C Claim a number from 1 through 16

A blanx scace snould be placed between eacn of these location aescnptors. A claim 
location could thus be F GC2N 005E 30 10 This notation gives the exact position of the 
mining claim located there It is a umaue descnption descnbing only one Alaska claim site.

If the 150 acre caim size ciscussed later in this report, were adopted, there would be only 
‘cur c:a ms cer section These claims could be numbered in the same cattern, 1 through 
4 The Claim cesignatcr for MTRSC position notation would tnen be only one digit.

A . Advantages

The M TRSC  notation and layout of claims has the following benefits:

• Tue exact description of the iccaticn of a claim would never take more than one line cf 
text on a aocument;

• ~"e -station for eacn ciaim is veny easy to nancie in computerized data base 
—--a c e r-e r: systems and would make claim 'ccation recording and research much 
easier com at the Recording Office and with the DMWM Land Administration System

• T~e c'edetermmec ccsition for claims would make accurate land status plats much 
‘aste' tc croc^ce

• T-e M TRSC  notation could be used as the senal numbers for mining claims since 
eacn such location is unique and the notation is easy to decode This would eliminate 
e re  steo for DMW M wnen mining claims are filed The M TRSC  notation could also be 
me -ame ana numcer of mining claims The M TRSC  notation also provides the
::a tc- :* me c a m  ’"-us three pieces c f information 'aquiree an even/ Iccaticn 

cer.fcate -ame serial number and 'ccation i could ce prcviceo by the M TRSC 
-ctat.cn

• \ r~ S C  -btafcn could reduce the numoer z ‘ conflicts between -va! claimants 
ce :u- -se r  me -crease in the accuracy cf the oescncticn cf the oositicn of a claim

• M TRSC  claim positioning makes it much easier to locate claim posts in the field. With 
G PS  z- a topographic map you know about wnere the claim post is supposed to be.



*

• M TRSC  notation can be easily implemented with a change in the regulations.

• M TRSC would make indexing cf the important histonc Kardex file data easier 

4.5. D isadvantages

The M TRSC  notation and positioning of claims would have the following disadvantages:

• Placer locations would orobably require more claims than the present system because 
the streams meancer wmle the claim positions are fixed. Similarly along a coastline 
not oriented n the cardinal directions, additional claims may be required to hold the 
same area

The pr.ys'cai staging p: claims has to start from a known point in the field. This is not a 
tnvial matter sometimes The ground location of section lines or section comers would 
have to be known either by inspection of physical features on the topographic map, 
by location cf the section corner marker or other survey control point, or by differential 
GPS  metnccs cr any ctner lew cost surveying method where the level of accuracy is 
sufficient to a:low reasonably accurate location of the section corners and lines.

» The predetermined position of a claim means that you could not adjust the claim 
ccs.t'cn to a . r e  c r capitalize on toccgraonic features This could cause a situation 
where the s i  ccst position was inaccessible.

• Since the M TRSC notation pre-determmes the physical location of mining claims, the 
descriptive location would have legal precedence over the field location if there were a 
conflict between tne r.vc

The M TRSC  claim position notation aocears to offer significant benefits that can be easily 
■mDiemented with cnar.ges m the regulations For this reason, and because this notation 
could be used w in  ail tne alternatives presented below, it was presented as a separate 
tcoic a rc  "c: "  „cec r  r e  A.ternatives

10



Fairbanks Meridian

TSN
T4N
T3N
T2N
T IN

R3W R2W R1W R1ET1S R2E R3E R4E RSE

T2S
T3S

Notation by Township and Range

6 5 4 3 2 1

7 S 9 10 11 12

18 17 16 15 14 13

19 20 21 22 23 2 4

H 29 28 27 26 25

31 32 33 34 35 36

Notation of sections in a Township

4 3 2 1

5 6 7 8

12 11 m 9

13 14 15 16

Notation for claim s in a 
section under M T R S C

M T R S C  Position Notation for shaded section and claim  = F 0C2N 005E 30 10

Figure 1 Explanation of M T R S C  claim position notation
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March 14, 2000

Honorable Bill Hudson ^

Honorable Beverly Musck 
Co-Chairs, House Finance Conimiitec 
Alaska State House o f  Representatives 
State Capitol 
Juneau, AK 99801

RE: Senate Bill 175, Amendments to the Alaska State Mining Law 

Dear Representatives Hudson and Mosck,

Thank you for scheduling a hearing on Senate Bill 175 which will make some amendments to the Alaska 
State Mining Law. The changes proposed in SB-175 are the result of several years o f  work between the 
mining industry and the Alaska Department of Natural Resources. They afTcci only the process required for 
locating (sinking) mining claims and do not increase or decrease the rights established by mining claims. 
These changes hnvc been developed very carefully to ensure that they accomplish only what is intended and 
that they clarify some points in the existing law that could otherwise contribute (and in the past have 
contributed) to paperwork and records errors.

The current Slate budget challenges were the primary catalyst for our work to develop these nmendments. 
Also, technological advances in electronic land records, on-line access, and Global Positioning Systems 
(GPS) have developed to n level where they now provide new ways to address the problems and post data 
onto the State land status plats in a timely and efficient manner.

The primary issue for DNR is the amount of manpower, time ond cost that is now required to process the 
paperwork for mining claims. SB-175 greeny improves this situation by placing mining claims into a format 
that can be electronically entered onto (or removed from) the State land status pints. This will decrease the 
Bmount of time for DNR to process the claims and at the same time greatly improve the accuracy ond 
accessibility of the dates. DNR now has about six months backlog of claims that hove been located and Tiled 
with the Department, but arc not yet entered on the land status plats.

For the mining industry, the changes will simplify the process of  staking mining claims and reduce errors 
during the staking, recording and Tiling process. One change will make it simpler and more feasible to utilize 
Global Positioning Systems (GPS) to establish claim comers in the filed. Another change will allow use of 
a larger size mining claim which will dccrcosc the nmount of paperwork by 75%. for both the miner and 
DNR. The existing claim location system will continue to be availoblc for those situations where the new 
position method is not practical.

We urge the SB-175 be enacted and become law ai the earliest feasible date.

Sincerely,

S t e v e n  C .  B o r e d ,  P . E .

Executive Director



STATE OF ALASKA 
2000 LEGISLATIVE SESSION
Revision Date/Tim_______ 28-Feb-OO
Title: STATE MINING LAW

(S) Publish Date: TA-QJj-oo
__________ Dept Affected: Natural Resources____________________

BRU:

F I S C A L  N O T L  M 0No. X
B **-Bill Version: sr?  i q S '

Minerals. Land & Water Development
Component: Claims. Permits and Leases

Sponsor:
Requestor:

S RES
S FIN Component No 2460

Expenditures/Revenues
Note: Amounts do not include inflation unless otherwise noted below.

(Thousands of Dollars)
OPERATING EXPENDITURES FY2001 FY2002 FY2003 FY2004 FY2005 FY2C06
Personal serv ic es
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
LAND & STRUCTURES
GRANTS & CLAIMS
MISCELLANEOUS

75.0 75.0 75IT 75.0 75.0 75.0

TOTAL OPERATING 75.0 75.0 75.0 75.0 75.0 75.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0

CHANGE IN REVENUES (fund coda) 150.0 150.0 150.0 150.0 150.0| 150.0
FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts 75.0 75.0 75.0 75.0 75.0 75.0
1037 GF/Mental Health
Other (Specify Type)
TOTAL 75.0 75.0 75.0 75.0 75.0 75.0
Estimate of any current year (FY2000) cost: 3 n/a
POSITIONS
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

ANALYSIS: (A ttach  a  s e p a ra te  p a g e  i f  n e c e s s a ry )
Conclusion. This bill makes the mineral location process more efficient for the state and for the 

locator. Thus, it may, especially in the longer run, actually lower costs for the state. Currently, the state 
does not provide a reasonable level of service for the mineral industry: a four to six month backlog before 
mineral locations are processed. That level of service creates confusion in land tenure. This can be a 
significant problem for the industry.

The bill also creates a new revenue source that the state estimates will be at least S 1 5 0 K .  That is, the 
industry will pay the state an additional S 1 5 0 K  as a result of this bill. The funds requested in the fiscal note 
would allow the state to lower processing times to 4-6 weeks --a much more reasonable level of service for 
ifreinrfucigtt   ^   --------------- Xindustry ared dv: Robert M. Loeffler 

Mining, Land and^ater
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Continuation of fiscal note fc r SB 175

Background. Alaska is experiencing a boom in mineral locations. The number of new claims has 
increased from 3,000-4,000 per year in the early 1990s to over 15,000 last year. Because of this 
increase, each year it takes longer and longer for DNR to process all the new locations. DNR is 
currently experiencing a 4-6 month lag time, more than a full mining season, for DNR to process new 
claims. (DNR expects the lag time to decrease to 12 weeks as a result of automation efforts this 
summer -- but this lag time is still longer than the industry has ever experienced and is approaching the 
length of the mining season).

What the B ill Does. The major change is that the bill allows locators to stake claims according to 
aliquot parts (referred to as Meridian, Township, Range, Section Claims, or MTRSC, in the bill). It also 
allows miners to stake 160-acre rather than 40-acre claims. These changes will reduce DNR's 
processing requirements, though there may be some additional work the first year to set the process up. 
In addition, it would allow locators to stake their locations in a manner that allows DNR to automate a 
significant part of the process. Thus, the bill is necessary to ensure that DNR's level of service does not 
deteriorate further if, as expected, 10,000 new claims are staked in the next few years. Finally, the bill 
would also save the mineral locator money in being able to locate fewer mineral locations to cover the 
same area, which will result in less staking and recording.

New Revenue Source. Despite a one-time discount in rent for new or converted MTRSC locations, 
this bill will result in industry paying an additional S150K to the state. That is, this bill provides a one­
time 50% reduction in rental for new MTRSC mineral locations and previous mineral locations converted 
to MTRSC as an incentive to locate the new MTRSC locations provided in this bill. The one-time 
incentive-induced reduction in rental will cost the State an estimated S50K in reduced rentals, This bill 
also provides a new, previously untapped source of rental revenue from requiring rental for prospecting 
site locations at the same rental amount as for new mining locations. Requiring rental for prospecting 
site locations, which had no rental requirement previously, will result in fewer prospecting site locations 
(estimated 75% reduction) and more mining claims or leasehold locations being staked in their place. 
This "switching" by the mining industry will result in an estimated net rental increase of S200K annually, | 
Thus, the net effect of the bill is to increase revenues from the mineral industry by approximately 3150K 
annually, approximately half of which would go to the permanent fund.

Effect on DNR Workload and Processing Time. Currently, C .  . 7   ̂ :'::pect:ng sit: * : ^  in 
the state's computerized public land records, but not on the status plats. DNR does, however, put new 
mining claims and leasehold locations in the public land records as well as on the status plats. Thus, 
the "new rental revenue" needs to be used to process the additional locations, set up the new system, 
and to reduce the processing time of new locations expected. Without the bill, the claim process'"': 
time will, in future years, climb to 14 or 16 weeks or longer (i.e., it would take longer than a full mining 
season to process the claims). This is a much lower level of service than the mining industry deserves, 
“ his bill, without the fiscal note, will allow the processing time to stay at the relatively poor service level 
of approximately 12 weeks. The bill plus the funds in the fiscal note would allow DNR to lower 
processing times to approximately 6 weeks.

JD 1 75.Alii
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KODIAK DI-TICK 
112 Mil.I. BAY HOAD 
KODIAK, ALASKA 99615 
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S e n a t o r  T e r r y  M a c k i e
SENATE MAJORITY LEADER

SPONSOR STATEMENT 

SB 194, Survey Error Correction.

STATE CAPITOL 
Jl INL.a u , ALASKA 99801-1182 

(907) 465-4925 
(800) 821-4925 (TOLL LRKE) 

(907) 465-3517 (LAX)

Although the bill status lists SB 194 as concerning the Chilkat Bald Eagle Preserve, 
the substance of the this legislation is to correct a land ownership problem caused 
by a survey error.

Mr. David Pahl of Haines, Alaska purchased a piece of property near the Klehini 
River in 1995. Originally, the property was part of a state land disposal that had 
been subdivided and surveyed. Unfortunately, one of the parcels had been mis* 
monumented.

Mr. Pahl rolied on the errant survey markers to define the location of his property. 
Right-of-way requirements of a state highway project revealed that the recorded 
plat of Mr. Pahl's property' was an adjacent parcel, which had largely been taken by 
the Klehini River. Mr. Pahl appealed to the Department of Natural Resources to 
rectify the situation by giving him title to the piece of property he always thought 
was his. This solution is not available because an earlier action had placed the 
subject property within the Chilkat Bald Eagle Preserve.

SB 194 would allow the Commissioner of Nature Resources and the director of the 
Division of Lands to reclaim the property from the Preserve and give title to Mr. 
Pahl in exchange for the largely submerged parcel.

SENATE DISTRICT C. Kmli.ik lsl.mil/Souilu.Mst 1st,-mils 
Si,nntorJcrry_Miibkli!@lc.,gis.Mat(.'.alt.ii.s
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July 15, 1999

David Pahl 
P.O. Box 702 
Haines, Alaska 99827

Re: Land problem, ADL 101410

Dear Mr. Pahl:

I am responding to Mr. Goll’s summary of your land problem. Your situation is unique and I 
understand why you thought that the land you bought from a previous state land purchaser was 
an intact parcel next to the Klehini River. In fact, only a small remnant remains from Tract 2 of 
ASLS 79-232, the parcel you actually bought in 1995 from Sarah Kavasharov. The rest was 
eroded away by the river after the state issued the land sale contract to Ms. Kavasharov in 1981.

The attachment is a discussion of facts related to the issue. Because the existing monument caps 
are mismarked and Tract 2 has substantially eroded away, a layperson inspecting it in the field 
could be misled into thinking that the remaining parcel is Tract 2. Unfortunately, that is not the 
case. The survey plat shows that the remaining parcel is actually Tract 1, which was never sold 
and was designated by the legislature as part of the Alaska Chilkat Bald Eagle Preserve in 1982.

You apparently relied on the mismarked monuments when you purchased the tract. The 
department knew before originally offering the land that the surveyor had mislabied the 
monuments; and it should have foreseen that the mislabeling could mislead purchasers. It 
proceeded with the sale without making the surveyor correct the monument labels or even 
warning potential buyers that the labels had been reversed. I regret that this series o f errors 
occurred, and I am looking for remedies for you.

Because Tract 1 was withdrawn by the legislature in 1982 as part o f  the Alaska Chilkat Bald 
Eagle Preserve, it is no longer subject to my land disposal powers under Title 38. Therefore the 
department does not have the authority to consider conveyance o f Tract I at this time.

I think a fair resolution of this matter wouldbe a refund of the original purchase price to
you in exchange for you deeding Tract 2 back to the State. If tins solution is not
acceptable, the restrictions of Title 38 leave me without any alternative means to compensate you
for this situation absent litigation. If you were to file legal action against the
state, T could recommend that the Department of Law use its authority to settle the litigation by

Develop, Conserve, and Enhance Natural Resources fo r  Present and Future Alaskans
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offering you a substitute parcel from the departments' 1999 land offering that ia equal in value 
to the original purchase pnee (adjusted for time). This solution would also require you to 
deed Tract 2 back to the state.

Under current law, Tract 1, ASLS 79-232 is not available as a substitute parcel and could not be 
offered to you in any settlement. In order for Tract 1 to be available as a substitute parcel 
under the option stated in the previous paragraph, it would be necessary for the legislature to 
remove Tract 1 from the Alaska Chilkat Bald Eagle Preserve.

I realize that this has been a very frustrating experience for you. T want to iind an equitable 
solution to our problem.

I understand you may be considering building on this site. I would advise you against building 
until this situation is resolved, as such action would cause you more expense and possible loss of 
the property constructed. I look forward to continuing to work with you to resolve this matter.

Commissioner

Attachment

cc: Bob Loeffler, Director, Division of Mining, Land and Water
Jim Stratton, Director, Division o f  Parks and Outdoor Recreation 
Peter Goll

J990J2I01LA



S T A T E  O F  A L A S K A TONY KNOWLES, GOVERNOR

MAILING ADDRESS:
A L A S K A  C H IL K A T  B A L D  E A G L E  P R E S E R V E  400 Willoughby Avenue

A D V I S O R Y  C O U N C IL juneau, a la s k a  99801-1381
PHONE: (907) 465-4563 
FAX: (907) 465-5330

January 4, 2000

The Honorable Senator Jerry Mackie 
State Capitol Room 427 
Juneau, AK 99801-1182

Dear Senator Mackie:

The Alaska Chilkat Bald Eagle Preserve Advisory Council respectfully requests legislative 
action to correct a clerical platting error affecting an inholding in the Alaska Chilkat Bald 
Eagle Preserve. The Council stipulates that such legislation be strictly limited in the title 
and content to the specific correction outlined below.

The property in question is owned by Mr. David Pahl of Haines. Title to the property was 
transferred to Mr. Pahl by the State of Alaska on April 4,1997.

Mr. Pahl inspected the property prior to purchase. It was marked as Tract #2 of ASLS 79- 
232. Due to a surveyor’s error, identified and acknowledged as an error by the Department 
of Natural Resources, the tract shown to the public with identifying markers as Tract #2, 
was represented on plat maps as Tract #1.

Consequently, Mr. Pahl, in purchasing Tract #2, received title to an adjacent lot, which then 
and now is partially covered by the Chilkat River, a resource whose protection is of 
considerable importance to the Council.

The Council, grateful for the support given by the Commissioner of Natural Resources in 
seeking a just resolution, is hereby requesting that the clerical error be corrected such that 
Mr. Pahl have title to the upland parcel he believed he had purchased in good faith referred 
to on plat maps as Tract #1, and that the riverfront parcel shown on plats as Tract #2 and 
currently deeded to Mr. Pahl be returned to the Preserve.

This correction will permit two parcels in question to be used in the future as they have in 
the past by Mr. Pahl and the preserve. It will ensure that the uses of the riverfront parcel 
are consistent with purposes of the preserve, and will protect the valid claim by Mr. Pahl to 
the property he inspected, purchased in good faith which was represented by State survey 
markers as the parcel offered to him for sale.



In summary, the Council wishes to thank Senator Mackie and Representative Kookesh for 
their interest and advocacy for the interests of Mr. Pahl and the Preserve.

We have attached some information which we hope will be of use to the Division of 
Legislative Services in drafting language which will return Mr. Pahl’s title to his property, 
establish the Preserve’s title to it’s riverfront parcel, and preclude establishment of any 
precedent suggesting that the integrity of the Preserve may be compromised by executive 
action.

We do not consider this to be a land trade, but rather a legislatively-mandated correction of 
a clerical error impacting both the Preserve and Mr. Pahl’s interests.

Thank you for your assistance in this matter.

Alaska Chilkat Bald Eagle Preserve Advisory Council



Historical Notes on Tracts 1 & 2, ASLS 79-232.

The property claimed by Mr. Pahl'was displayed for sale, marked on the ground as property 
not in the Preserve, and sold to the public prior to the creation of the Preserve.

During the intervening period the property was used by Mr. Pahl and others as private 
property. The members of the Board and residents of the area have understood the 
property to be Mr. Pahl’s for many years, and a legal correction will simply state the facts as 
they exist: That the lot claimed by Mr. Pahl is his, and the lot stated to be his by the State is 
in fact part of the preserve.

The Council affirms that the land historically used by Mr. Pahl is more appropriate to private 
use than the land which the State, due to the clerical error in platting the survey, deeded to 
him. The land used historically by the preserve, and deeded to Mr. Pahl due to a platting 
and survey error, is best used by the Preserve for its purposes.

Both the council and Mr. Pahl agree that all interests are best served through the error 
correction. Mr. Pahl is willing tr  forgo any rights to the riverfront parcel (Tract #2). And the 
Council recommends the State convey its interest in the upland parcel (Tract #1) to Mr.
Pahl.

We wish to stress that this approval and request is for these specific pieces of property 
only; and that this approval and request for action is based upon a unique set of facts; and 
that this approval and request is being made specifically because of the State’s error in 
marking the property for public inspection. Neither the public nor the council had any prior 
reason to believe the property claimed by Mr. Pahl was ever in the preserve at all. It has 
been used as private land prior to the creation to the Preserve, and the Board supports Mr 
Pahl’s claim to title to the upland parcel. Mr. Pahl supports the council’s recommendation 
that the State regain title to the river front parcel.
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S e n a t o r  I e r r y  M a c k i e

February 28, 2000  

MEMORANDUM

To: Representative Masek, Co-chair
Representative Hudson, Co-chair 
House Res ~ imittee

Re: Schedule for hilkat Bald Eagle Preserve.

I would appreciate a Resources Committee hearing on SB 194 at your earliest 
convenience. Although the title emphasizes the Preserve, it is more about 
correcting the results of a surveying error. Attached is a sponsor statement and 
some back up information.

Thank you for your consideration of this request.

SENATE MAJORITY LEADER

From: Senator M
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S e n a te  D is m a l -

Sponsor Statement 

Senate Bill 255 

“An Act regarding best interest findings and land use 
permits issued by the Department of Natural Resources”

Senate Bill 255 is intended to clarify the fact that permits issued by 
the Department of Natural Resources (DNR) pursuant to AS 38.05.850 are 
exempt fron the best interest finding requirement imposed by AS 38.05.035 
(e) which applies to disposals of State land.

AS 38.05.850 authorizes the director of the Division of Lands, 
without the DNR Commissioner’s consent and without the necessity of a 
best interest finding, to issue permits, rights-of-way, and easements on State 
land for such purposes as roads, field gathering lines, or transmission and 
distribution pipelines, telephone or electric transmission and distribution 
lines, log storage, oil well drilling sites and production facilities. All permits 
issued by DNR are issued pursuant to AS 38.05.850

Recently the Alaska Supreme Court ruled that a conditional right-of- 
way permit issued by DNR for construction of an electric transmission line 
required a best interest finding. The Court’s decision jeopardizes the status 
of permits previously issued by DNR under AS 38.05.850 as each of those 
permits may, under the Court’s logic, constitute a disposal of State land for 
which a best interest finding was required. The court’s decision has 
potentially dramatic implications for the oil, gas, mining, timber, utility and 
transportation industries. In order for DNR to comply with the Court’s ruling 
and to survive legal challenges to the permits which it issues, DNR will 
likely have to issue best interest findings for almost every permit issued 
under AS 38.95.850.
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Sponsor Statement SB 255 
Page two.

The consequences of such an approach would (1) strain
DNR’s budget, (2) substantially delay the permitting process and, (3)
negatively impact development and use of State land resources.

SB 255 confirms by clarification and amendment that permits., right- 
of-way and easements issued under AS 38.05.850 are exempt from the best 
interest finding requirement of AS 38.05.035(e). SB 255 allows DNR to 
continue managing State lands cost effectively. There are no negative 
monetary implications to this Bill.

The request that SB 255 be applied retroactively to alt DNR permits 
issued since July 27, 1981 coincid es with the effective date of the permit 
exception in AS 38.05.035 (e)(6)(C). Retroactive application will eliminate 
challenges to DNR permits that were issued without a best interest finding 
and that may still be subject to challenge.



Examples of Righis-of-Way issued under AS 38.05.850 
without a best interest finding under AS 38.05.035(e)

SOUTHEAST REGION
ADL 30442 Snettisham Power Project -  Issued to the Corps o f Engineers

Power transmission and related facilities from Snettisham to 
Juneau

ADL 106314 Municipal Sewage Outfall Line -  Issued to City o f KLwvock 
Forced main and marine outfall line

SOUTHCENTRAL REGION
ADL 226847 Whittier Access Road Project -  Issued to Dept o f Transportation & 

Public Facilities
Roadway and bridges on state-owned land

ADL 22701 Whittier Access Road Project -  Issued to Dept o f Transportation & 
Public Facilities

Shoreline fill placement at Portage Lake
ADL 226756 Commnnication Line -  Issued to Matanuska Telephone Association Inc.

1200 foot buried communication line on the bottom o f Willow 
Lake

ADL 227360 Electric Distribution Line -  Issued to Matanuska Electric Association 
Inc.

250 foot power line on the south edge o f Locke Lane and across 
Willow Creek Road

NORTHERN REGION
ADL 412401 Access Road -  Issued to SOHIO (now known as BP Exploration Alaska) 

11 mile permanent gravel road for access to the Duck Island Unit 
in conjunction with the Endicott Pipeline

ADL 413263 Natural Gas Distribution Line -  Issued to Norgasco Inc.
Gas distribution lines in Dcadhorse (industrial leased area at 
Prudhoe Bay)
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The benefits of this project were evaluated in the 1991 AEA Railbelt Intertie Feasibility 
Study, a 1989 study by Decision Focus, Inc. (DFI, 1989), and a draft study on the benefits 
of a battery energy storage system (BESS) prepared by Chugach Electric Association for 
the Electric Power Research Institute (EPRI, 1997). Tha DFI report estimated benefits of a 
limited upgrade of the existing Anchorage-Fairbanks line and a new transmission line 
between Hsaly and Fairbanks at S105.8 million in several different categories. The AEA 
study added an additional benefit of savings during reconstruction of the existing line. The 
present value of this benefit was estimated at about S29.6 million. The EPRI study 
estimated benefits of a BESS in Fairbanks at S49.6 million under the assumption that a 
second transmission line is in place between Healy and Fairbanks.

Since the DFI study and the AEA report were completed a number of factors related to the 
energy situation in Alaska and Fairbanks changed. These include seven years of time, 
increased electrical energy demand in the Fairbanks area, construction of the 50 MW Healy 
Clean Coal Project (HCCP), lower fuel prices, and the inclusion of a BESS system to the 
proposed project among others. DFI recently prepared an update of the economic 
feasibility of the southern intertie between Kenai and Anchorage that addressed similar 
items.1

The previous studies provided benefits for projects with different parameters than proposed 
here so the analyses are not directly transferable to this project Certain categories of 
benefits described in the EPRI report can be used directly but using total benefits from the 
EPRI, DFI, and AEA studies is not appropriate for this analysis. This evaluation uses 
appropriate information from the BESS study and additional information provided by GVEA 
to generate potential estimates of benefits and costs. The methodology for calculating 
benefits other than those directly derived from the EPRI study is described in this section. 
Benefits from the EPRI study are summarized and the net present value from the report is 
also presented.

Benefit-cost analysis is a method of evaluating competing uses of resources in a 
comprehensible fashion. This methodology assesses the benefits and costs of a project 
and reduces them to a common dollar denominator. As such, benefit-cost analysis may 
appear to not address the possible alternative uses of resources in other projects. Costs 
are defined relative to their opportunity cost, which is the "benefit foregone by not using 
these resources in tha best of the available alternative investments that cannot be 
undertaken if the resources are used in the project."2 In theory, the use of a discount rate 
employed in benefit-cost analysis also reflects the opportunity cost, or next best use of 
capital. The cost of capital in the financial markets is frequently used as a proxy for the 
opportunity cost of capital.

1 Decisicn ro c u s , Inc. Ro-Aew and Update o f  E c o o o t k  F cjsb ity  cfSoutnan Intorte Project (DRAFT). P repa -od  for P sw e i 
Engineers, Inc. August 1 997 .
2 Squire, Lyn i n  cl H erm an G . van oer Tak. Econorrr: Anat/ss of Projects. P uW sh ea  tor tne W o r ld  B a n *  oy  the J o n e s  H opk ins 
U nw ers fy  P re s s . 1 9 7 5 .
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This evaluation focuses on the traditional efficiency evaluation of investments and does not 
attempt to measure all potential benefits and costs. Such a task would be beyond the 
resources available for this effort With the exception of air quality benefits described in the 
EPRI study, environmental and social benefits and costs are not included in this analysis for 
several reasons:

1. Information to address these issues is not readily available from existing sources.

2. Resources are not available to undertake such a comprehensive study.
3. There are significant differences of opinion within the economics profession on the 

proper manner to measure many of the sodal and environmental parameters.

Economic analysis differs from financial analysis in several ways:

• A primary difference is that capital costs are not amortized over time in economic 
analysis. Costs are incurred in the year of expenditure, and not in the year in which 
payments are made. The time value of funds is accounted for by discounting 
expenditures in any given year back to the current year with the use of an appropriate 
discount rate..

• Another difference is that the economic analysis evaluates benefits and costs 
throughout the entire economy, not just the firm or organization undertaking the project 
These economic costs and benefits may differ substantially from the financial costs and 
revenues of the entity operating the project.

• Lastly, the basic criterion for measuring the economic benefits of an investment is the 
"with and without* test what will costs be with the investment and what would they have 
been without it? The often mistakenly applied “before and after" test what were the 
costs before the facility was built and what will they be afterward, usually leads to a 
serious underestimate of economic benefits.3

Net present value calculations for this analysis are based on a 50-year life for the 
transmission line and BESS system. No residual value is daimed for any project 
components at the end of that time period. Tne EPRI study assumed a 20-year life so 
annual benefits for the BESS system have been extended through the 50*1 year and battery 
replacement costs have been induded on a 20-year cyda The time period extension 
projects the benefits for the 20-year period through the 50* year without adjusting for load 
growth or other factors that would occur in years 21 through 50. As a result, the benefits 
shown here are less than could be achieved if the EPRI analysis was redone and, 
subsequently, this report presents a conservative estimate of the potential BESS benefits.

The EPRI study used a 9 percent nominal, and a 6 percent real discount rate. The same 
discount rate is employed in this analysis to permit use of the BESS benefits calculated by 
EPRI where possible. Information is not readily available, nor are there adequate resources 
for this analysis to provide an estimate of the BESS benefits using a lower discount rate. 
GVEA’s opportunity cost of capital is unknown but the organization’s financial cost of capital 
is 7.5 percent4 The average annual Inflation rate for the U.S. Consumer Price Index (All

1 H a n sA .A d W . E a m w ric  Appraisa l o f  T ran sp o rt P ro jec ts . E ccoorri'c  D eve lopm en t In s fc lB  S e o o s  n  £ ~ r a n c  Developm ent. 
PuW sJied  fo r the W o r t j  B an k  by Jo h n s  H opk in s University P re s s . 1 9 8 7 .
* H aagen son , S tw e . M anager o f  Engtacw t.'J j 5 « tv k *3 , G o tten  V a to y  B e e t le  A a scoab on  P e rs o n a l com m unication . O ctober 14, 
1 9 0 7 .
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Urban Consumers) was 3.0 percent-from 1990 through 1996.5 This suggests that the real 
financial cost of capital for GVEA is about 4.5 percent. If the discount rate used in this 
analysis were lowered to 4.5 percent net benefits from the proposed Northern Intertie would 
increase. Conversely, a higher discount rate would lower the net benefits.

1 estimated Benefits•■By Category

1.1. Economical Energy from Increased Transmission Capability

The greatest benefit of this project would be the value of increased transfer of economical 
energy. GVEA’s most economical power sources are its Healy # 1 coal-fired generation 
plant in Healy and natural gas-fired generation from the Cook Inlet area. These southern 
power sources are less expensive than the oil-fired generation units in the Fairbanks area. 
Currently there is not enough transmission capacity from Healy to Fairbanks fur GVEA to 
transfer all of the power that will be generated in Healy and economical power purchases 
\rom southcentral Alaska sources. By increasing the transfer capacity between Healy and 
Fairbanks, the proposed transmission line allows economic benefits to be realized by GVEA 
members as a result of substituting locally produced energy with lower priced energy from 
southcentral Alaska.

Table 1-1 presents an example for one year of the type of benefit that the additional 
capacity offered by the Northern Intertie project provides to the Fairbanks area. This 
example uses the total system requirements projected for GVEA and FMUS in 2001.® With 
the proposed project, GVEA can replace more expensive electricity from oil-fired units with 
less expensive electricity from gas-fired generating plants in southcentral Alaska.

3 Bu reau  o f  Laroor SQtrsOcs data C on sum e r Pnc«  Index-All U rtv in  C on sum e rs  (h ttp //sta rs DOtgovfcgk» V su rveym os!). Exdac'.cc on 
1 Qrt 3 9 7 .  A /v u a l average eafcular.ed by  N orthern Econom ics.
* R .W . Beck . I r e  1S97Pwor R tq im yngns Study Final Raport. P re p a re d  Tor Go lden  Valley E iec t-c  Assoc-aOon, h e .
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v . Table 1-1
Example Benefits from Increased Transmission Capability

Capacity Plant Annual Energy
Without Project (MW) Factor Hours (MWi) Cost/kWh Annual Costs

Heaty # 1 25 0.85 7.446 186.150 S 0.018 S 3.350,700
HCCP 53 0.85 7,446 394.638 5 0.045 S 17.758.710
Bradley Lake (37% of time) 20 0.37 3,241 64,824 S 0.050 S 3.241.200
Anchorage gas units 22 0.66 5.813 127,896 $ 0.022 S 2.813.706

Subtotal S27.164.316

Fairbanks generation 82 0.50 4,403 361,017 5 0.034 S 1Z274.587
Aurora Energy 18 0.85 7,446 134.028 S 0.040 S 5,361.120

Total 1,268.553 S44.800.U23

With Project
Heaty # 1 25 0.85 7,446 186,150 S 0.018 S 3.350.700
HCCP 53 0.85 7.446 394,638 $ 0.045 $17,758,710
Bradley Lake (37% of time) 20 0.37 3,241 64,824 S 0.050 S 3.241.200
Anchorage gas units 62 0.90 7.886 488.913 S 0.022 S 10,756.094
Subtotal S 35.106.704

Fairbanks generation 82 0.00 - S 0.034 S
Aurora Energy 18 0.85 7.446 134.028 S 0.040 S 5.361.120

Total 1,268.553 S 40.467,024

Annual Benefits $ 4.332.199

The load requirements for 1997 through 2006 are taken directly from the R.W. Beck study, 
and a straight-line interpolation is used between the R.W. Beck projections for 2006 and 
2016. Fifty-year projections were extrapolated beyond 2016 using the average annual 
increase in system requirements between 2006 and 2016. Assuming constant price 
differentials between generating units, fixed utilization factors for the coal plants, the same 
order of dispatch as the listing of generation units in Table 1-1, and employing the annual 
electrical requirements described above results in a net present value for this benefit of
S57.3 million. This relatively simple model provides an estimate of current 1997 benefits that 
is comparable to that estimated in the 1989 DFI study and the 1991 AF.A study, after 
adjusting for the HCCP and other factors that have changed since the early 1990s. The 
economical energy benefit identified in the Railbelt Intertie Feasibility Study was about $43 
million in 1991 dollars (AEA, 1991), or about S51.6 million in 1997 dollars.

1J2. Reduction of transmission Losses

Currentty, approximately 13.1 MW of electricity is lost to GVEA and its members during the 
transfer of power from Healy to Fairbanks over the existing intertie, operating at 105 MW. 
By constructing another intertie and splitting the electric load between the two interties, the 
loss between Healy and Fairbanks on both lines would be reduced to 4.3 MW, for a loss 
reduction of 8.8 MW. Table 1-2 shows the calcu'ations for estimating transmission losses 
over the 50-year life of the transmission line.

OVEA BENEFIT-COST ANALYSIS 4
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Savings From Transmission Losses

Current losses, Healy-Gold Hill 13.1 M W
Losses with project

Northern Intertie and Healy-Gold Hill  4.3 M W
Loss reduction from second line 8.8 M W

Typical load level * 78 to 113.8 MW
Load factor (LF) 0.835
Loss factor 0.84(LF)''2+0.16(LF) 0.72

Annual Savings from Loss Reductions 
(LF)'(reduced losses)*hours/year)*(cost of power)
(0.72)*(8,800 kW)*(8,712/(S0.035/kWh) S 1.930.012

Net Present Value $25.541,701

The system load factor (LF) shown in Table 1-2 is computed by dividing the energy in 
megawatt-hours produced by all generating units (adjusting for maintenance and other 
factors) by *he peak system demand in megawatts times the hours in a year. Losses on a 
line are non-linear so the loss factor equation adjusts the load factor to account for losses. 
Transmission losses do increase with the length of the transmission line but losses for each 
alternative are not addressed here because of the relatively small differences in distance 
between each alternative and the effect of other factors in addition to distance on line 
losses.

1.3. Reconstruction  S avings

The existing 138 kV transmission line between Healy and Fairbanks was constructed in 
1967. Reconstruction of the existing intertie is expected to include an upgrade from 138 kV 
to 230 kV and could include realignment of the route in limited areas, such as near the 
Nenana Airport where the existing line is dose to the landing strip and float plane 
takeoff/landing area. With a second intertie in place, the existing intertie could be taken out 
of service for periods of time with the new intertie supplying power from the Healy 
generation units and southcentral Alaska sources. The existing line would be reconstructed 
over a period of five years, with the old intertie out of service for 7 months during each 
year.7

Reconstruction of the existing line wthout the proposed Northern Intertie would prevent 
Fairbanks area utilities from importing lower priced power from Healy and southcentral 
Alaska during the reconstruction period. Reconstruction would still take place over a five- 
year period with the existing line being taken out of service only during low demand periods. 
Portions of the line between Healy and Rex, and between Nenana and Gold Hill, would 
need to be constructed during summer periods. The portion between Rex and Nenana. 
crossing the Tanana Flats, would need to be reconstructed during short periods of the 
winter (November-December and March-April) when the Tanana Flaw are frozen and 
electric demand is lower.
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Table 1-3 calculates the benefits provided by the Northern Intertie during reconstruction of 
the existing 138 kV transmission line. The benefit analysis incorporates the benefits and 
costs for Anchorage and Fairbanks during normal operations and the reconstruction period. 
The table uses the same energy requirements for the with- and without-project scenarios to 
avoid double counting the benefits from increased capacity.

Under the existing situation GVEA would sell its HCCP and Bradley Lake power to 
southcentral utilities during the reconstruction period since these sources are “take or pay* 
contracts. The economic costs of this situation are the higher costs incurred by the economy 
by displacing lower cost power with higher cost power. The financial costs to GVEA would 
be the production or purchase price for this generation less the sales price to southcentral 
utilities. However, southcentral utilities would benefit from this transaction to the extent that 
their purchase price is less than their cost of production.

Replacing the Healy and Anchorage generation units with Fairbanks oil-fired units does not 
appreciably increase the total generation costs, but replacement of the Anchorage gas-fired 
generation with the HCCP and Bradley Lake results in substantial economic costs to the 
Railbelt utilities, with GVEA incurring substantial financial losses.

The value of having the new intertie in service during reconstruction of the existing intertie 
was estimated at S29.6 million in 1991 dollars (AEA, 1991). The current estimate of 
benefits, S25.4 million, is smaller than the 1991 estimate at least partly because of the “take 
or pay* contracts for HCCP and Bradley Lake that motivate GX/EA to sell the higher cost 
power from these generating sources into Anchorage markets to capture any sort of 
revenue. In the economic analysis this results in the displacement of low cost energy with 
higher cost energy.
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