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THIRD DAY

House of Representatives
Juneau, Alaska, January 26, 1955

Pursuant to adjournment, the
House was called to order at 10:00
am., hy Wendell P. Kay, Speaker.

Roll call showed all members
present with the exception of Rep-
resentatives Pluramer and Taylor.

Prayer was offered by the Chap-
lain,

Mrs. Sweeney moved and asked
unanimous consent that the prayer
offered by the Chapiain be recorded
in the Journal. There being no
objection, it was so ordered.

The prayer offered by the Rev-
erend H. C. Coovert, Chaplain, was

-

as follows:

“The earth is the Lord’s and
the fullness theveof the world
and they that dwell therein, For
he hath founded it upon the
seas and established it upon the
lioods. Who ghall ascend into
the hill of the Lord? or who shall
stand in his Foly Mace? He that
hath clean hands and & pure
heart; who hath not lifted up
his soul unto vanity nor sworn
deceitfully,. We pray thee that
thioun wiit give us clean hands

and a pure heart, ever keep us
from vanity and from swearing
deceilifully that we imight in
moments of decision stand in thy
Floly place of honor, clean con-
science and a clear mind. Give us
zood health that wemight fulfill
all that is expected of us, Keep
our loved ones secure and well
that we might devolte all our
thought and attention to those
metters to which we have hbeen
set apart. Lead us not into temp-
tation that we might bhe strong
when called upon by the demands
of our office. We invoke thy
klessing this day. Amen.”

Mr, Bronson, Chairman of the
Committee on  Ingrossment and
Envollment reported that the Jour-
nal had been read and approved
with minor corrections.

Mr, Stewart moved for the adop-
ion of the report and asked unani-
mous consent. There being no ob-
jection, it was so ordeved,

REPORTS OF

STANDING COMMITTERES

The Commigtee on Territorial
Alfairs reported BOUSE BILL NO.

% back to the House with the

recominendation that it do pass.
The report was signed by Mr. Met-
calfe, Chairman and concurred in

-
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AFTER RECESS

The president and members of
the Senate were received in the
House and seated with the memipers
of the House.

JOINT SESSION

The Speaker of the House called
the Joint Session to order at 11:00
o’clock am. and asked the Presi-
dent of the Senate to preside.

The Secretary of the Senate
called the roll of the Senate. All
memhers were present,

The Chief Clerk of the House
called the roll of the House. All
members were present with the
exception of Mr. Plummer and Mr.
Taylor.

The President of the Senate ap-
pointed Senator Barnes and Rep-
resentative Fagerstrom as g spec-
ial committee to notify the Gover-
nor that the Senate and House
were ready in Joint Session to
receive his message.

The committee escorted the Gov-

ernor to the Chair.

The President introduced His

Excellency, the Governor of Al-
aska, B. Frank Heintzeman.
Thereupon, the Governor deliv-

ered his message

Mr. President of the Senate, Mr.

Speaker of the House, Members
of the 22nd Territorial Legislature:

Ever since our first Alaska Leg-
islature met in the year 1813, it
has been the custom, if not the
prescribed duty, for the Governor
to address the members of the
Legislature soon after they have
convened and organized,

This address has historically tak-
en the form of a report upon the
conditions of affairs in the Terri-
tory, and of suggestions for new
legislation or for amendments to
old laws, that appeared to need
consideration during the current
session.

The various agencies, depart-
ments and boards of our Territorial
government have prepared or are
preparing reports upon their activi-
ties during the past biennium.
These carefully prepared reports
will provide much of the detailed
information that you will need in
your work.

In addition, the Legislative
Council and the Legislative Exam-
ing and Investigating Committee,
two interim bodies created by the
1953 Legislature, can give you as-
sistance that has not been avail-
able to previous sessions. Both of
these committees have held hear-
ings, made studies and gathered
information that should prove of
great value to you in conducting
your legislative work during the
next 60 days.

On the whole, Alaska prospered
during the past biennium. There
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were substantial increases in our
population, On January 1, 1953,
the civilian population was esti-
mated at 142,000. A year later it
had increased to an estimated 151,-
900, Total population during the
reak of the seasonal influx in 1853
was estimated at 222,100, including
49,000 military personnel.

Along with the increased popu-
lation, a total of 314 new corpor-
ations qualified to do business in
Alaska during the past year, includ-
ing 22  to engage in manufac-
turing and 16 to engage in mining.
Only one corporation was dissolved
during that time,

One of the highlights of the
year 1954 was the opening of the
new pulp mill at Ketchikan. This
provided much additional year-
around employment and gave a
tremendous boost to the output ef
timber products from Tongass Na-
tional Forest. A year earlier a
large and thoroughly modern ply-
wood plant, the first of its kind in
Alaska, opened here at Juneau. Ad-
ditional large pulp mills and saw
mills for the utilization of our
timber resources are under con=-
struction or are being planned at
Wrangell, Sitka and Juneau,

Other types of production also
climbed during the year. The ton-
nage of coal from Alaska's mines
reached a new high and gold pro-
duction increased. Parm production
was at a high level, and much
new acreage was cleared and put
into crops for the first time,

A total of 876 patents for land
claims were issued during the past

fiscal year in addition to many
deeds for townsite lots, and there
were 916 unperfected homestead
entries in various stages of devel-
opment at the end of the year.

There was a further upsurge
of interest in the possibility of oil
production in the Territory and
during the past fiscal year the
Bureau of Land Management is-
sued 272 oil exploration leases
covering more than half a million
acres, By midsummer three com-
panies were carrying on active
drilling operations and others were
making preparations for drilling as
the year came to a close.

Two of our huge water power
sites are being investigated by
substantial concerns as sources of
energy for prospective aluminum
processing plants.

That is the bright side of the
picture, On the darker side is
the condition of our fishing in-
dustry which for many years has
provided a large share of our sum-
mer employment and furnished a
substantial portion of our Terri-
torial tax revenues. The canned
salmon pack in the season of 1053
fell below three million cases, the
poorest pack in 40 years. In 1954
the pack was only slightly better.

Poor salmon fishing has resulted
in the curtailment of both private
income and Territorial revenues
and has necessitated relief meas-
ures in some areas that were par-
ticularly hard hit.

Other branches of our fishing
industry, while less severely stricken
than salmon canning are not in



34 JOURNAL OF THE HOUSE

the healthiest of conditions. For
many years our Alaska fishermen
have suffered increased competition
from foreign imports of fishery
products as tariff barriers were
lowered or removed. The most re-
cent threat from this direction
might virtually wipe out our grow-
ing crab fishery.

Al] Territorial agencies are co-
operating in efforts to have tariff
protection maintained at present
levels,

Another blow to the Territory’s
over-all economy during the past
year was the complete withdrawal
of an American steamship line
from passenger business and a
drastic curtailment in passenger
service by a Canadian steamship
Company.

On top of this, curtailment of
air passengers service hetween the
States and Alaska has been threat-
ened by action of the Civil Aero-
nautics Board. Any decrease in
passenger transportation facilities
is bound to have an adverse effect
directly upon our tourist business

and indirectly upon all business
in Alaska.
We should take all possible

measures to see that air service
is increased rather than curtailed,
and to encourage surface transpor-
tation of passengers both on land
and sea,

FINANCES

Despite these economic setbacks,
the Territory’s financial picture

has remained fairly bright during
the biennium.

Tax collections for the calendar
year 1953 amounted to $15,630,071.98,
the highest for any year in the
Territory’s history.

For the calendar year 1954, col-
lections were $14,591,561.03, a de-
cline of slightly more than a mil-
lion dollars from the previous year.

A substantial portion of this de-
cline, some $600,000, can be direct-
ly attributed to the poor fishing
season of 1953. No doubt this tac-
tor also contributed to the declins
in the net income tax, which drop-
ped $356,763 below the previous
year, and the school tax, which
dropped $41,232. The exemption of
Federal employees’ 25 percent cost-
of living differential from the in-
come tax also decreased the rev-
enues from that source.

Other tax sources which pro-
duced smaller revenues in 1954
than in the previous year were
liquor excise taxes, the tax on
mines and mining, and drivers’ li-
cense fees, There were increases in
revenues from automobile license
fees, the business license tax, the
inheritance tax and the motor fuel
oil tax.

Because tax collections have re-
mained at a relatively high level
and hecause we entered the cur-
rent biennium with a substantial
cash balance, the Territory has
been able to pay its bills as they
were incurred.

At the same time, our general
fund cash balance has declined by
approximately three-quarters of a
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million dollars during the biennium.
on December 31, 1952, this bal-
ance was $5,700,291. By the same
date in 1953 the balance had risen
to $6,062,622, and by the end of
the year just past it had dropped
pack to $4,957,803.

BUDGET

The most important set o. prob-
lems you will have to deal with
are those arising from consider-
ation of a budget for the coming
biennium. The budget requests to
be supported by the General Fund
and Public School Current Fund,
as submitted by the departments
and agencies of the Territorial
Government, total more than 39
million dollars,

This is an increase of almost
sixty percent over the budget ap-
propriated for the current biennium
and about two and a half times
that appropriated for the 1949-51
biennium, only six years ago.

In addition, there is the legis-
lative budget consisting of the
expenses of the present session and
budgets for such interim commit-
tees as the Legislature may wish
to provide. This together with de-
ficiencies and other miscellaneous
expenses will probably bring the
total requests for all branches of
government to more than thirty-
nine gnd a half million dollars.

The receipts from which this bud-
get must he met are anticipated
to be slightly less than 27 and
a half million dollars. In other

words, requested expenditures will
exceed anticipated receipts by more
than 12 million dollars.

This, then, is the budget problem:
to find means of bridging this 12
million dollar gap either through
increases in revenues, decreases in
budget or a combination,

The task of achieving a balance
hetween receipts and expenditures
for the coming biennium is not
only a most important and essen-
tial one; it is also an extremely
difficult one. Unfortunately, as in
the past, almost the entire task will
be placed upon the committees of
the ZLegislature, for there is no
provision for adequate budgetary
review by the executive department
prior to transmittal.

In their report to this session of
the Legislature, the members of the
Board of Budget called the Legis-
lature's attention to the fact that
the Board has neither the facili-
ties, time nor money to make the
necessary budget studies required;
that it was thought to be import-
ant to the ILegislature to consider
measures for improvement in this
field, thereby giving succeeding
Legislatures, and the Territory at
large, the benefits to be derived
from modern budget confrol ser-
vice.

The same conclusions were ar-
rived at by your Legislative Coun-
cil in its study of the needs of
fiscal reorganization and in its
final report it recommends that
the Board of Budget ‘“be authorized
to appoint a full-time Budget Di-
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rector to have general supervision
of budget planning and presenta-
tion of the budget to the Legis-
lature . . .

In the name of sound, efficient
and economic government, I add
my voice to the support of this
conclusion.

With the limited staff and facili-
ties available to me, however, I
have had a preliminary analysis
of the budget prepared which, al-
though no substitute for the type
of document you should have to
work from, may be of assistance
to you in your consideration of
the budget. Copies of this analysis
will be submitted to you at once,
and the member of my staff who
made the study will be available
throughout the session for any
consultation you desire,

Another suggestion you may wish
to consider would change the be-
ginning of the Territory’s fiscal
biennium from April 1 to July 1
of uneven years.

This change would have certain
advantages. One of our largest de-
partments of government, the
school system, presently operates
on g fiscal year commencing on
July 1. The change for other de-
partments would coordinate our
fiscal opening and closing dates
with those of the Federal govern-
ment and would make easier the
handling of grant-in-aid funds. It
would give the Territorial agencies
more time to plan their work for
the ensuing biennium on the basis
of funds authorized by the Legis-
lature,

ORGANIZATION

Since the beginning of our Ter-
ritorial government in 1913 there
has grown up a complex system of
unpaid administrative foards. This
system was no doubt satisfactory in
the early days when the Territorial
government was small and its prob-
lems relatively simple. But new
boards and commissions have been
added from time to time until
the system has become cumber-
some and a hinderance to efficient
administration,

Many of the states have found
themselves faced with the same
problem. Some of them have large-
ly eliminated the board system of
administration; others have been
handicapped in efforts to modernize
hy provisions of their state consti-
tutions.

I suggest that for most of our
Territorial agencies the salaried men
in charge be made wholly respon-
sible for the work.

Advisory boards rather than ad-
ministrative boards could be set up
to assist these men where this ap-
pears desirable.

Consideration should also be giv-
en to the creation of a numlber
of over-all administrative depart-
ments within the Territorial gov-
ernment to obtain better coordin-
ation of work in closely related
fields. One that comes to mind is
a Department of Natural Resources
and Conservation to include fish-
eries, game, mines, lands, agri-
culture, industrial development,
and tourist promotion. Another
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would be a Department of Health,
Educabion and Welfare.

I believe such a grouping of rela-
tive activities would pay substan-
tial dividends in the form of cheap-
er and better administration.

It may be that any major re-
organization of Alaska's govern-
ment should await the adoption of
a state constitution and the set-
ting up of a state government, I
have long believed, however, that
the more we do to perfect our
governmental structure and to as-
sume the responsibilities that will
come to us with statehood, the
more likely we are to convince
Congress that we are prepared for
that step. Positive acts at this
time will carry more weight with
the Senators and Representatives
in Washington than will promises
of future action.

We must give serious considera-
tion to the form of governmental
organization that will be most de-
sirab.e and most efficient for the
conditions peculiar to Alaska.

CONSTITUTIONAL CONVENTION

An immediate constitutional con-
vention has bheen suggested as a
means for bringing aboutsuchcon-
sideration. This would appear to
be a long step in the right direc-
tion, particularly since our sister
Territory of Hawaii has already
held a convention, adopted a con-
stitution and had it ratified by
the voters.

It should be pointed out however,
that with the present condition of
our budget for the coming bien-

nium, the cost of a constitutional
convention will be a factor for
consideration. Under Congressional
enabling legislation, $200,000 has
been proposed to bay the costs of
the convention and elections in
connection with it. If it were held
under an Act of the Legislature,
the Territory would have to pay
the entire bill.

PUBLIC LANDS

Alaska has some 365 million
acres of land, most of it in the
hands of the Federal government
either as public domain or as res-
ervations of one kind and another.
Certain small areas have, however,
been turned over to the Territory
to administer and under various
proposals to Congress, more and
more land will be granted to the
Territory and to the future state.

The wise administration of these
lands will be of paramount im-
portance to the people of Alaska
and in recognition of this the last
Legisiature set up a Department
of Public Lands, headed by a Land
Commissioner,

One of the duties of the Land
Commissioner is the administra-
tion of the school lands provided
by Congress in 1915, The Territory
does not yet have title to these
school lands, which comprise two
sections, or two square miles, in
each surveyed township, but pres-
ently our Commissioner is allowed
to lease them, with the revenues
eammarked for the support of the
common schools,

If all of Alaska were under sur~
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vey, we would have some 30,000
square miles of school lands. The
progress of public land survey
work has been very slow, however,
and in consequence our school
lands today total only 199 sections.

Even so, this comparatively small
area hag brought in approximately
$20,000 in lease revenues in the
past two years.

The value of these school lands
will increase as our population
grows, and their area will be ex-
tended as new surveys are made
and surveyed lands now in re-
serves are released.

The administration of public
school lands was an  early-day
scandal in many of the states.
Fortunes were made from cheaply
acquired State school lands and
only pennies trickled into school
treasuries. Our Department of
Lands hag the authority and should
be given the means to handle
Alaska’s school lands in a manner
that should prove very beneficial
to our educational system,

Apart from  school grants
a number of bills are before
Congress or will be introduced in
Congress to give Alagka the right
to select millions of acres of land
in large tracts from the public do-
main. Congress is likely to appro-
priate funds to pay only for sur-
veys of the exterior boundaries of
these tracts.

The additional surveys, to lay out
the lands into townships and sec-
tions, we will probably have to
finance ourselves and the cost will

be at least 75 cents an acre. Nev-
ertheless, we should make every
effort both to acquire the best
of the available lands as rapidly
as possible and to initiate surveys
upon them.

Transfer of these lands to the
Territory can serve two important
purposes. We can make land avail-
able for private development much
more readily and on more logical
and attractive terms than the
Federal government under laws it
has provided to-date for the pub-
lic domain of Alaska. In addition,
once the lands and their resources
are brought under use, revenues
from them will help to support
our necessary public institutions.

The administration of these
lands will be the responsibility of
the Land Commissioner and pro-
vision should be made for staffing
the Department of Lands adequate-
ly to carry on the job. We do not
want to run into the same bottle-
necks we have heretofore encoun-
tered through lack of Federal sur-
veys and an understaffed Federal
lands administration,

LAND REGISTRATION ACT

Another duty assigned to the
Commissioner of ILands by the
Legislature is the administration
of the Alaska Registration Law of
1953. A law requiring the registra-
tion of ownership of land in Alaskg
was first enacted in 1945 and
repealed in 1949. The 1945 land
registration law exempted lands
within incorporated municipalities
from registration, but did not ex-
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empt lands within school or other
taxing districts. The 1953 Act makes
no exemptions.

It appears, however, that the
registration of lands that are al-
ready on the assessment rolls of
municipalities, school districts, pub-
lic utility districts or other taxing
units is a needless duplication.

1t is recommended that the 1953
Act be amended to exempt such
lands, but that the Act itself be
retained. Registration of land own-
ership in outlying areas serves a
useful purpose and may result in
getting some of these lands, ap-
parently long abandoned, back in-
to productive ownership.

RECREATION AREAS & PARKS

The Land Commissioner is auth-
orized, under the law which sets up
the Department of Iands, to ac-
cept lands for recreation areas and
public parks, as well as for other
puIposes.

While no lands have yet been
granted to the Territory for these
purposes, there seems to be a very
good chance that we will soon
have the opportunity to make such
acquisitions from the federal gov-
ernment particularly along our
highway system in Interior Alaska.
Improved Camp and pichic grounds
along this highway system would
provide added attractions and rec-
reational facilities for tourists as
well as for our own residents.

In addition to areas for purely

recreational punposes, Alaska might
well make a start toward marking
some of our historic sites with
public parks. There are many such
sites throughout the Territory but
the first in point of history, is
the Baranof Castle site at Sitka
where the American flag was first
raised in 1867.

This federally owned site, a rel-
atively small area is now held by
the City of Sitka under a use
permit. The city is willing to re-
lingquish this permit if the area
will be designated and preserved
as a Territorial historical site. I
believe we will have no difficulty
in acquiring title from the Fed-
eral government and it would pro-
vide an excellent start toward an
Alaska park system.

In connection with the establish-
ment of recreation areas and
parks, a small appropriation should
be included in the budget of the
Department of Lands to initiate
the program,

COUNTIES OR IMPROVEMENT
DISTRICTS

Under the provisions of our Or-
ganic Act, the Legislature can only
create a county form of govern-
ment in Alaska by submitting such
an Act to Congress for affirmative
action. This obstacle and the lack
of any real need for county gov-
ernment until quite recently have
deterred any real effort in that
direction.

While it would be folly to
cover Alaska at this time with a
blanket of counties, the county
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form of government might solve
the increasing need in the more
populous areas for a level of gov-
ernment  between that of  the
municipality and the Territory.

Attempts have been made to fill
this need from time to time by
enabling legislation for school dis-
tricts, public utility districts and
health districts. Within their limi-
tations these various districts have
functioned more or less satisfac-
torily in solving the problems, but
as district hecame superimposed
upon district, new problems have
bheen created.

In several areas of the Territory
there is a present need for govern-
mental units organized on broader
lines to provide local roads and
streets, air fields, health centers,
public utilities, recreation facili-
ties, transportation service and po-
lice and fire protectlon. A full
county government might best fill
this need and it is probable that
Congress would affirm any such
action by the Alaska Legislature.
An alternative would be a general
improvement district which would
assume the functions of the sev-
eral types of district now auth-
orized together with such other
functions as the Legislature mizht
provide, This is a matter that
deserves your careful consideration.

Sympathetic attention should al-
so be given to the problems of the
incomporated municipalities, since
by far the majority of our people
live in the cities and towns. Muni-
cipalities in Alaska are burdened
with many of the responsibilities

that in the states are carried by
the counties. At the same time, our
municipalities are frequently handi-
capped in meeting these responsi-
bilities by inadequacies of present
laws as well as by lack of finances.

The Territory cannot, if it is
to meet its own obligations, offer
very much in the way of financial
assistance, and the municipalities
should be encouraged to utilize all
revenue resources at their com-
mand. It may be possible however,
to assist the cities and towns by
liberalizing the laws under which
they operate. Detailed suggestions
for zuch changes have been made
by the League of Alaska Cities, and
it would be well to give careful
consideration to their suggestions.

HEALTH

Health problems are still with
us as they have been for many
years. We are fighting and grad-
ually winning the battle with tuber-
culosis. In another five or six
years at the present rate of progress
tubenculosis will be reduced to a
point where the expense of control
measures will not be especially bur-
densome.

An exhaustive study of Alaska's
health problems, sponsored by the
Departinent of the Interior, has
been made by a group headed by
Dr. Parran of the University of
Pittsburg. Copies of the report of
this survey team will be available
for your use.

As you probably know, the medi-
cal care of Alaska’s natives is
scheduled to be transferred from
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the Department of the Interior to
the United States Public Health
gervice next July 1. It has been
sugoested by a number of groups,
inciuding the Parran survey team,
that these native hospitals and
other health facilities be operated
py the Alaska Department  of
Tlealth under a contract with the
Foderal government.

There is apparently a willing-
ness on the part of the Public
Health Service to enter into this
kind of contract. The Surgeon Gen-
eral of the Public Health Service
recently indicated however, that
sthe completion of such contractual
arrangements would be contingent
ypon cvidence that the Governor
and Legislature are favorable to
the Alaska Departiment of Health
taking over the health and medi-
cal activities of the Alaska Native
gervice.” 'Therefore, I urge that
the Legislature give this proposal
ity fullest attention and study.

Another of Alaska’s problems is
the mental health program. Last
year Congzress proposed a plan by
which Alaska would gradually as-
sume responsibility for the care of
the mentally ill, granting 200,000
acres of land for the support of
the program. Under the provisions
of this bill we would have been
enabled to contract for the care
of our mentally ill, or to construct
our own institution, Similar pro-
posals may be made by the pres-
ent Congress and this is an appro-
priate time for the Legislature to
inform that body of its desires in
the matter.

EMPLOYMENT SECURITY

One of the gravest problems you
will face during the next 60 days
is that of employment security,

Benefits paid during the year
1954 amounted to 6 percent of the
taxable payroll, or more than twice
as much as was taken in. Net re-
ceipts were just under three and
a half million dollars while bene-
fit payments were more than seven
and a half million.

The benefit fund has been de-
clining for several years and is
now in a precarious condition, with
a balance of approximately 3 mil-
lion dollars on January 19. At the
present rate of benefit payments
it 1s estimated that this fbalance
will drop to $1,300,000 by the end
of Pebruary.

In contrast, the benefit fund of
nearly all of the states have been
increasing and many have reached
an all-time high., President Eisen-
hower has suggested an increase in
benefit rates and a broadening of
employment security coverage. In
the latter field, since Federal em-
ployees were recently placed under
the employment security program,
you may wish to consider extending
the coverage to Territorial and
municipal employees.

In the matter of increasing the
benefit rates, it should be noted
that the President’s recommenda-
ions contain a proviso that in-
creased benefits be coupled with
measures for raising revenues suf-
ficiently to cover higher costs, We
can scarcely think of raising bene-
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fit rates until we are able to sta-
bilize our fund at present benefit
levels.

In Alaska, the pgreat decline in
the benefit fund has occurred dur-
ing a period when we have had
the greatest number of people em-
ployed and the highest payrolls
in our history. This points up, for
one thing, the essentially seasonal
nature of much of our business
rnd industry and the unbalanced
nature of our whole Territory econ-
omy.

A number of proposals have been
advanced to rectify the preseni
trend of the fund, but all of them
boil down to this — we must take
in more money or pay out less, or
a combination of these two.

Borrowing from Pederal funds
had also been proposed and Iis
under consideration. Borrowing,
however, does not solve the main
problem but merely postpones it.

In addition, there is some gues-
tion whether we can borrow such
funds because of the restrictions
imposed by the Organic Act, and
thus we may have to get special
legislation from Congress to do so.

If we do borrow funds, we must
have an adequate plan for repay-
ment, with an assured source of
revenue for wiping out the debt.

This problem needs to be ap-
proached with a determination to
be guided by the facts. We should
hesitate to impose hardships on
either employees or employers, and
we must take care not to frighten
off the venture capital we hope to

attract for the development of our
resources.

The problem of employment se-
curity requires not only action, but
immediate action. I suggest the
desirability of setting up special
committees, or a joint committee,
to study the problem and seek a
solution.

ROADS

Roads are of the ubtmost impor-
tance in developlng any new coun-
try, and this is eminently true in
Alaska where we have a particu-
lar need for access roads to open
mineral and agricultural areas.

Alaska does not receive an allo-
cation under the Federal Aid High-
way Act, as do all of the States,
Hawaii and Puerto Rico.

Most of our road funds have come
from direct appropriations by
Congress and during the past dec-
ade we have received far more in
construction funds in this man-
ner than we would have received
if we participated under the usual
federal aid highway allocation for-
mula.

To bring Alaska under the regu-
lar formula of the Federal Aid
Highway Act today would be ex-
tremely costly to us. We would have
to carry alone the entire mainten-
ance cost of our road system, and
the full administrative overhead of
the road building agency. Also, we
would have to finance without
federal help the construction of all
farm and mineral access roads,
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Obtaining the full amount of fed-
eral funds available to the Territory
for our main highway system, un-
der the federal matching plan,
would impose an almost impossible
financial burden upon us in the
form of gas taxes or appropriations
from our General Fund, while less-
er participation in the Federal al-
lotment would severely limit new
construction work.

These hardships were recognized
in the Alaska Statehood bill which
was approved by the United States
genate last year. This bill set up
o special formula for determining
Alaska’s allotment and also auth-
orized continued and substantial
direct federal appropriations for
road construction for six years and
for road maintenance for 15 years.

It is hoped that this provision
will be included in the new State-
hood bills to be considered by the
present Congress.

In the biennium 1951-52 and
again in the current biennium the
funds available for the highway
program from the motor fuel oil
tax and drivers’ license fees have
amounted to around a million and
a half dollars. The amounts actual-
ly available for road construction
and maintenance were reduced to
one half, approximately, of the
above by the expenses of the High-
way Patrol and Department of Ter-
ritorial Police, (which took $764,000
in the 1951-52 biennium and $750,-
000 in the current biennium.)

This relatively small participa-
tion by the Territory in providing

road construction and maintenance
funds is making it increasingly
difficult to obtain Federal appro-
priations, Members of the appro-
priations committees of Congress
have criticized Alaska’s failure to
increase gasoline taxes and high-
way vehicle licenses to somewhere
near the averages levied by the
states, and have threatened cur-
tailment of highway appropriations
for the Territory.

In order to provide greater Terri-
torial participation in the road
program, I recommend the follow-
ing actions by the Legislature:

Increase the tax on motor fuel
for highway use vehicles to four
or five cents per gallon and scruti-
nize motor vehicle license rates
with a view to bringing them into
line with those of the States.

Place all motor vehicle license
revenues in the highway fund in-
stead of the general fund, where
they go at present,

Finance the operations of the De-
partment of Police by appropriation
from the general fund.

President Eisenhower has pro-
posed a 10-year road construction
program for the nation, and in all
probability, the greater part of the
funds for this program will be
allotted through the Federal High-
way Aid formula. This type of al-
lotment would not benefit Alaska,
but a strong effort will be made,
when the program reaches the
Bureau of the Budget and Con-
gress, t0 secure a specific grant or
allotment for the Territory. It
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would be well for the Legislature
to memorialize Congress on this
subject.

I wish to report that the Goy-
ernor’s office is giving much at-
tention to possible means of im-
proving and extending the high-
way system in Northwest Canada
and the bordering portions of Al-
aska. More and better roads here
are needed to serve the whole
North Country economically and
to contribute to the military de-
fense of the entire continent.

An arterial north-south highway
through Central British Columbia
is needed to serve Interior Alaska,
Yukon Territory and northern
British Columbia, and to give
southeastern Alaska the possibility
of road connections with conti-
nental United States. This is an
international matter and we hope
to get action on it through our
Federal Government.

WATER POWER SURVEYS

Alaska’s water power resources
have been recognized for many
years as one of our greatest in-
dustrial development potentials.
Except for the lakes and streams
in Southeast Alaska, however, we
have very little of the basic data
required for the engineering of hy-
dro-electric  development. Water
flow and other studies are essen-
tially needed for the Susitna River,
Copper River, Yukon River at
Rampart, the lakes of Kenai Pen-
insula and other important poten-
tial power sites.

An appropriation for making
these studies cooperatively with the
United States Geological Survey
and other agencies might pay enor-
mous dividends in the future by
speeding the development of these
power sites.

Experience of the Western States
has shown that offers of cooper-
ation for even a small percentage
of the cost have brought better
Federal appropriations for such re-
source studies within their particu-
lar states.

SURPLUS PROPERTY

We were successful in getting
from the last Congress a law pro-
viding that until December 31, 1956,
surplus personal property of the
I'ederal government which is lo-
cated in Alaska may he disposed
of to the Territorial government
without reimbursement or transfer
of funds when such sunplus per-
sonal property is found by the
Governor to be essential for the
operations or activities of the Ter-
ritorial government.

(Surplus Federal property ac-
quired under the provisions of this
law cannot be sold or leased by
the Territory or transferred to oth-
er units of government.)

Large quantities of material of
all descriptions, from office supplies
to the heaviest machinery, are now
available or will soon be available
within the Territory. (Some of this
material, scabtered in all parts of
Alaska, has been inventoried in
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detail and much remains to be in-
ventoried.)

The law has already proved of
penefit to the territory and prom-
ises to supply us with material
worth many thousands of dollars.
Steel matting for use on landing
strips has already been acquired
for the Department of Aviation and
a large quantity of useful articles
has been obtained for the Depart-
ments of Civil Defense, Welfare
and Education.

1n order to take full advantage
of the great benefits of the Sur-
plus property law, however, there
is need for a surplus property offi-~
cer. The duties of such an officer
would include surveying both the
property available and the needs
of the Territorial agencies for this
property. You may wish to consid-
er establishing such an office, per-
haps within one of the existing de-
partments such as Civil Defense, for
the duration of the surplus property
act, which has nearly two years
to run.

JUVENILE CODE

Alaeskans have for some time been
perturked at the increase in juve-
nile delinquency. While it is not
as great, perhaps, as the increases
reported from some of the states,
it is a matter for grave concern to
all of us.

For a number of years there
have been demands for changes in
the Territory’s Juvenile Code, but
until this year, when the Legisla-
sive Council took up the matter,

there has been no real study of
the problem as it exists in Alaska.
The study made by the Legislative
Council should be of real help to
you and I recommend it to your
special attention when you begin
to consider amendments to the
Code and the possible establish-
ment of temporary detention homes
or other facilities for the care of
juvenile delinquents.

RELIEF MEASURES

The extremely poor fishing sea-
son of 1953  brought economic
hardship to portions of the Alaska
coastal area, particularly in Bristol
Bay and parts of Southeastern Al-
aska. Relief measures were ini-
tiated in October, 1953. At my re-
quest, President Eisenhower de-
clared the Alaska Coast a disaster
area, thus making assistance avail-
able under Public Law 874 of the
81st Congress.

Surplus foodstuffs were secured
from the Department of Agricul-
ture through the Federal Civil De-
ferise Administration, Distribution
of this food was made with the

cooperation of the Alaska Rail-
road, the Army and Air Corps, the
longshoremen and stevedoring com-
pany at Seward, the Alaska Native
Service, the Territorial Department
of Welfare, the Department of Civ-
il Defense, the Salvation Army and
local groups.

The American Red Cross contrib-
uted $10,000 in cash and other
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assistance. The Alaska Public
Works Agency of the Interior De-
partment earmarked $250,000 for
work projects. Matching funds for
these work mDrojects were made
available by local communities, the
Department of Education, Depart-
ment of Aviation and the Highway
Enzineer under whose direction the
work was carried on. The Alaska
Road Commission cooperated on
some of these projects. The For-
est Service set up 68 small timber
sales for a winter logging program
and the Ketchikan Pulp Mill pro-
vided a market for some $260,000
worth of logs harvested under this
program, The relief program was
coordinated and directed by the
governor’s office.

(All things considered, the relief
effort, although put together hasti-
ly, was fairly successful in allev-
iating hardship during the winter
and spring.)

The situation pointed up the
need for a real emergency fund in
the Territory. Such a fund could
be drawn upon not only in cases
of economic distress but in the
event of disasters due to such
causes as fires or earthquakes. It
should contain not less than $250,-

000 and be available only upon
authorization by a special com-
mittee which might include the

Board of Administration plus the
Chairmen of the Finance and Ways
and Means Committees of the

Legislature.

Needless to say, however, we
must continue our efforts to seek

new and additional sources of
livelihood for many of our remote
communities and thus eliminate or
at least reduce the need for relief
due to economic distress.

FARM LOAN PROGRAM

The 21st Alaska Legislature ini-
tiated an agricultural loan program
with an appropriation of $200,000.
This program supplements the work
of the Federal agencies in the Ter-
ritory — the Alaska Rural Rehabil-
itation Corporation, which on June
30, 1954, had approximately half
a million dollars outstanding in
various types of farm Iloans; and
the Farmers Home Administration,
which had $348,000 outstanding on
the same date.

These three agencies, two Fed-
eral and one Territorial, have made
available slightly in excess of one
million dollars for agricultural de-
velopment, and this type of de-
the firmest

kind of foundation for building
the future of Alaska. Getting

people settled on the land, and
particularly on land upon which
they can make a good living, must

velopment provides
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remain one of the keystones of
economic stability under our Ameri-
can system of individual enterprise.

our -Alaska agricultural loan
program has made a fine start dur-
ing the year and a half it has
been in operation. Of the $200,000
available, $50,000 was earmarked for
chattel and development loans in
the Tanana Valley and the same
amount for the Matanuska-Anchor-
age area. Other areas were al-
lotted $40,000, and $50,000 was ear-
marked for short-term loans. The
remaining $10,000 was reserved for

administrative use.

(Loans under this program have
made possible the construction of
five barns, five milk houses and
a small commercial dairy plant, In
addition, six wells have been drilled,
51 cows purchased, more than 250
acres of land have been cleared,
while other have
been financed on six farms., Oper-
ating loans have been made to 50
farmers.)

improvements

(After a year and a half of ex-
berience in operating the program,
members of the Loan Board have
bointed out what they consider
fundamental weaknesses of the
present law. They believe short-
term loans should be for a maxi-
mum of one year instead of six
months as required by the present
law. They point out, too that far-

mers who have not yet received
patent to their land, or who are
operating under a long term lease,
are ineligible for loans. The board
suggests that in such cases other
kinds of satisfactory collateral
should be made acceptable.)

The Board has asked for an in-
crease of $300,000 in the revolving
loan fund. This appears to be a
very modest request and should be
granted if Terrvitorial finances will
permit.

MISCELLANEOUS

There has been an increasing de-
mand for library service in the
Territory and the Alaska Library
Board is expected to make rec-
ommendations for the creation of
a Library Department to help es-
tablish new libraries, assist existing
ones and especially to accept li-
brary funds which may be made
available to the Territory by the
various educational foundations or
by the Federal government, Such a
department is desirable and should
receive consideration if its finan-
cial requirements can be fitted into
the financial program.

(Legislation has been requested
to permit withholding from Terri-
torial paychecks, upon authorization
of the employee, of premiums for
insurance plans which may be set
up by the various agencies. Such
authorized withholding is now the
practice of the Federal government
and in some of the states.)
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Two years ago the Legislature
provided a number of tax incen-
tives to encourage business and
particularly for the mining indus-
try. New mines were granted a
three and a half year exemption
from the mining tax. The Terri-
torial tax is small, however, com~
pared with the Pederal tax. I
strongly urge that efforts be made
to persuade the Federal govern-
ment to follow the example set
by the Dominion of Canada in
granting tax concessions to min-
ing, thus stimulating our lagging
industry. I will be glad to assist
in this effort.

Some attention should be paid
to the strengthening of the wage
collection law to give labor added
fly-by-night,

protection against

business enterprises.

I look forward to working with
the Legislature for the next sixty
days in the interest of Alaska as
a privilege, and whatever we do,
let us not forget that Alaska is
one Territory and its people one
people. Let us not permit sectional
ambitions and rivalries to divide us
or turn us aside from our con-
siderations of the best interest of
the Territory as a whole. You have
a difficult task ahead of you and
I pledge the full cooperation of my
office in fulfilling the responsibili-
ties that have bheen placed upon
you.

A rising vote of thanks was then
given GCovernor Heintzleman by
the Joint Session of the Housze
and Senaie for his able message.

At the reguest of Senator Jones
and with the unanimous consent
of the Joint Session, the Joint Ses-
sion adjourned.

IN THE HOUSE

The House was called to order at
11:55,

Mr. Mebcalfe asked that the
House extend the privilege of the
floor to two former members of
the House of Representatives, Mr.
Abel Anderson and Mr. Chris Hen-
ning, and asked unanimous con-
sent of the IHouse. There being no
objection, it was so ordered.

Mr. Metcalfe moved and asked
unanimous consent of the House
to recess until 2:00 p.m., There be-
ing no objection, it was so ordered.

AFTER RECESS

The House was called to order at
2:00 p.m.

REPORTS OF
STANDING COMMITTEES

The Committee on Engrossment
and Enrollment reported HOUSE
JOINT MEMORIAL NO. 1 back to
the House correctly engrossed. The
report was signed by Mr, Bronson,
Chairman and the report was con-
curred in by Mrs. Sweeney.




