
/ ', 

5-31-96 12:47 ; F\__,_)ST SERVICE ALASKA REGIONAL 

RESOL,UTION OF TH~ 

EXXON VALDEZ· OI:L SPILL TRUSTEE 

c•" '\ 

(,..) 
I {, L(, I <j 

9075867840;# 2/16 

Page 1 
MAY 31, 1996 

cou{FJ ~©~DWJ~ f[J· 
' JUN 2 4 1996 L~ 

We, the undersigned, d~_l.y· authorized' membersE>6<:£>Nt~01kx~m. YPrt:fez 
. TAUS ree COUNCIL 

Oil ~pill Trustee Counc:il, after extensiv\PM~:&w1V£l3.ratc~er 

consideration of the views of the public, {ind as follows: 

1. The Chenega Corporation ("Chenega"), an Alaska Native 

V~llage Corporation, eithc~r owns or is entitled to receive _title_ to 

the surface estate of ce_rt:ain lands and has expressed a willingness 

to sell land or interests in lands located along the southwest ·side 

·of Prince William Sound, consisting of approximately 60, 635 acres. 

These lands \olere selecte.d and conveyed, or are to . be conveyed, 

pursuant to the Alaska Na1:ive Claims Settlement Act ( "ANCSA" ) . The 

subsurface rights associetted with these lands ~re held by Chugach 

Alaska·corporation. 

2. Chenega desires·t~ sell certa~n interests in these lands 

to the United States or the State of Alaska as ~art of the Trustee 

Council's program for restoration of the natural . resources and 

services that were injured or reduced as a result of. the Exxon 

Valdez Oil Spill ( 11 EVOS"). These land interests are specifical-ly 

described in Exhibit A. ('"the Lands). 
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3. The Lands are within the oil-spill area as defined by the 

Trustee Council in the F'inal Restoration Plan. . The Lands are 

located within the area of Prince. William Sound that. generally 

sustained the highest level of injury, with residual oil still 

persistin~ on beaches. The natural resources used by the residents 

of this area suffered significant inj-uries as a resu~ t of the EVOS 

and some of these resources have yet to .recover •. 

4. The .Lands include important habitat for various species of 

fish and wildlife for which significant injury resulting from the 

spill has been documented. Based on the comprehensive habitat 

review proc~ss utilized by the Trustee Council, two parcels 

included within the Lands, Eshamy Bay and Jackpot Bay parcels, are 

among the highest ranked parcels in the entire oil spill area for 

restoration of injured resources and reduced services. The Jackpot 

Bay parcel would be the highest ranked.parcel acquired to date.as 

part of. the Trustee Council ' s habitat protection program. · Eshamy 

and Jackpot Bays, loca·ted adjacent to the Port Nellie Juan 

. Wilderness· Study Area, have the largest populations of wild pink 

salmon in the Prince William Sound region and together contain 

twenty-two anadromous st:reams. Eshamy Bay is also the highest 

sockeye producing system in western Prince William Sound. Both 

Jackpot and Eshamy Bays Jrepresent the northwestern most rang.e . for 

cutthroat trout; The ar1:!a has important wintering lakes for, and 

supports. strong populations of, Dolly Varden. The area is an 

important wintering habitat for harlequin ducks and pigeon 
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gui1lemots. Eshamy Bay· has also been documented as having high 

concentrations of river otters. The remaining Chenega lands, 

although determined by the .. comprehensive habitat protection 

·analysis to provide a moderate overall benefit for r~storati.on, 

still provide high potential benefit for ·the following key 

individual i.nj ured speci•es and reduced services: pink -salmon, 

black o~stercatchers, hi:~.rbor seals, harl:equin ducks, . marb~ed 

murrelets, pigeon guillem.ots, sea otters, cultural resources, and 

subsistence uses. These resources and uses will- benefit from· · 

acquisition of the Lands by preventing the loss of nesting habitat, 

maintaining water quality and riparian h~bi tats, _and by preventing 

disturbances to nearshore and intertidal habitat use. The Lands 

have .high scenic value and also support high-value, 

wilderness-based recreation, including sport hunting and fishing, 

hiking, and camping. Overall, the Lands were analyzed by the 

comprehensive·habitat prcJtection review process as having nearly 

the highest benefit for the recovery of resources· and assoc~ated 

services injured or reouc::ed by the spill. The Lands provide· some 

of the highest valued habitat for twelve injured resources and four 

associated services. Of the twelve injured resources found on the 

Lands, five are still not recovering_including: (1) harbor seals; 

( 2) harlequin ducks; ( 3) marbled murrelets; ( 4) pigeon guil~emots; 

and (5) sea otters. Further discussion of the benefits from the 

acquisition of interests in the Lands is described in the attached 

Restoration Benefits Report. 
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5. Existing laws and regulations, including but not limited to 

the Alaska Forest Practic:es Act, the Anadromous Fish Protection. 

Act, the Clean Wat~r Act'. the Alaska Coastal ·Management Act, the 

Bald Eagle Protection Act, and the Marine Mamrnal"Protection Act, 

are intended, under normal circumstances, to pro:tect resources from 

serious adverse effects from logging and other developmental 

activities on private land. However, restoration, replacement·, and 

enhancement of natural r•~sources, and' acquisition of equivalent 

resources and services injured, lost or reduced as a ·result of the 

EVOS present a unique situation. Without passing· judgment on the 

adequacy or inadequacy of existing law and regulations to protect 

resources, biologists, ·Other scientists, and other resource 

specialists agree that, in their best prC?fessional judgment, · 

protection of habitat in the spill-affected area to levels above 

and beyond those provided by existing law and regulations. will have 

a beneficial effect on re~covery of injured resources and lost or 

diminished services provided by these resources. 

6. There is widespread public suppoi't for the acquisition of 

the Lands. 

7. The purchase of the interests in the Lands offered by 

Chenega is an appropriate means to restore a portion of the :injured 

resources and reduced services in the oil spill area. Acqu~sition 

of th~ interests in the Lands is consistent with the Restoration 

Plan and Final Environmental Impact ,Statement. 
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8. A resolut·ion. was passed by the Trustee· Council on December 

2, 1994 authorizing funding for an offer to purchase a combination 

of fee simple and conservation easement interests in the Lands. 

-The purchase price authoz:ized for those .interests was the· final( 

approved appraised fair market value of tne interests plus twenty 

percent (20%) of the final, approved appraised fair market value, 

so long as this price did not exceed $48,000,000. The additional 

twenty percent was offered to provide Chenega a benefit for sel'ling 

its 'interests in the Land:s by means of a six year deferred payment 

schedule. 

9. An approved appraisal completed for the Trustee Council 

determined that the fair market value of the fee.and conservation 

easement interests in the Lands to be acquired is $8,854,400. This 

value is based upon the highest and be.st · use of the Lands as 

recreational use. Al thou9h the appraisal estimated a value for the 

timber inventory located on the Lands as $56 1 000,000, the appr?iser 

concluded the total production ·costs to remove the timber could 

amount to as much as $53,000,000. Based on this analysis, it is 

unlikely that an independent party would currently bid on this 

timber. Accordingly, thE~ appraisal did not consider the sale of 

commercial timber rights to .be the highest· and best use of the 

Lands and it does not reflect any commodity value for the timber 

located on the Lands. 
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10. Although not reflected in the appraisal, the timber 

located on the Lands rep1resents a significant economic value to 

Chenega. As is appropriate~ the appraisal was based on an analysis 

of a disinterested -buyer a:nd seller and did not consider or reflect 

economic values that Chenega as the owner might reasonably expect 

to receive from its timber assets. For instance, it was found by 

the Forest Service review appraiser from the timb_er data ·.compiled 

for the appraisal that, as the ·landowner, Chenega could take 

advantage of peak market periods and harvest conditions, as well as 

selective cutting methods, to realize an economic value q£ up to $6 

million from the harvest arid sale of its timber. 

11. In addition, Chenega is a joint venture partner of Koncor 

Forest.Products Company, a Native-owned timber company in·Alaska. 

Chenega has generally pledged its timl;>er assets located on the 

Lands to the partnership in return for a. percentage ownership of 

Koncor. This ownership interest has, and continues to, generate 

substantial net income and cash flow to Chenega. In order to sell 

the Lands and the timbe:r located on the Lands as part of the 

T·rustee Council habitat protection program, the Koncor partnership 

agreement x;-equires Chene9a to withdraw from·the partnership, thus 

requiring Chenega·to forego this stream of income and the.potential 

value increase in Koncor. 

12. For the Trustee Council's restoration and recovery 

objectives to be met as expeditiously as possible in the most 
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heavily impacted oil spill area it is appropriate to preclude even 

a selective ha~vest on the Lands. Chenega has indicated that it 

can only justify a sale to its shareholders if they are fully 

compensated for all the e<:::Onomic values associated wi-th its timber 

assets that Chenega would forego as a result _of the sale. Chenega 

has also asserted that the appraised fair market value does. not 

fairly compensate it for the Lands, which represent the majority of 

the land selections it received _pursuant to ANCSA. Because the 

purposes of _ANCSA include. providing local residents both the 

opportunity to maintain their tradi"tional way of life and their 

economic viability and self-sufficiency from the lands conveyed, 

Chenega has indicated it will only· sell .the Lands· if these 

objectives are maintained and achieved. 

13. It is ordinarily the Federal and State Governments' 

practice to ac9uire .land interests at appraised fair market value. 

However, Chenega has ·rejected the Trustee Council's offer to 

acquire the Lands at the appraised value. Lacking the means to 

otherwise acquire the Lands in the absence of a mutually agreed to 

price, the Trustee Council is faced with the choice of foregoing 

this acquisition or nego·tiating an acquisition. price in excess of 

the appraised value. Recognizing the above discussed benefits for 

restoration as wel.l as the substantial public support that has been 

expressed regarding this acquisition, we conclude that the latter 

option is preferable. Accordingly, the Trustee Council has 

negotiated with Chenega ~n an attempt to reach a mutually agreed 
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upon purchase price in 1exc_ess of the appraised value that is 

reasonable. 

14. Based on these negotiations, ·the Trustee Council hereby 

resolves to offer to purc:hase the Lands from Chenega, subject to· 

the terms and conditions stated below, for a total sum of $34 

million in one lump sum pi3.yment or, alternatively, fo:r a total sum 

of $36 million paid as follows: $20 million at closing, $3 million 

one year after closing I $:13: million two years after closing. The 

T:J::ustee Council finds that: this offer represents a reasonable price 

given the substantial benefits for the restoration of the injured 

natural resources and rc~lated servi6es to be ac.hi~ved by this 

acquisition; _the scope and pervasiveness of the EVOS; the need for 

protection and restoration of the Prince William Sound ecosystem in · 

general, and. this portion of the Sound, which was hardest hit by 

the oil spill; and· the priority of this acquisition to other 

expenditures of the settlement funds for restoration activities. 

THEREFORE, we resc1l ve to provide the funds for the United 

States, acting through the Forest Service, and .for the State of 

Alaska, to offer to purch_ase and, if the offer is accepted, to 

purchase the combination of fee simple and conservation easement 

interests in the Lands, ·as described in Exhibit A, pursuant to the 

following conditions: 
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{a) receipt by the United states District Court for the 

District of Alaska ("District Court!') of. the annual settlement 

payments due from Exxon Corporation, et al; 

(b) disbursement of these funds by the District Court to the 

United States and/or tc> the State f.or the purpose of this 

acquisition; 

(c) completion of a sat~sfactory title search ensuring that 

Chenega is able to convey fee simple ti tl1a or other interests in .a 

manner that complies with. the United States Department of Justice 

title standards; 

(d) the absence of -t:.imber harvesting or other devel.opment on 

the Lands prior to closing; 

(e) completion of a purchase ·agreement( s) and all other 

documents necessary for conveyance o£ the interests in the Lands to· 

the United States and/ or the State in the form and substance 

satisfactory to the United States Department of Justice and :the 

Alaska Department of Law:~ 

By unanimous consent and upon execution of the purchase 

agreement(s) and written notice from the State of Alaska, the· 

United States, and the Executive Director of the EVOS Restoration 

Program that the terms and conditions set forth herein and in the 

purchase agreement ( s) have been satisfied, we request the Alaska 
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Department of Law· and ·the Assistant Attorney General of the 

Environment and Natural R.esources Division of the ~.s. Department 

of Justice to petition th.e District Com;t for withdrawal from the 

District Court Registry account: the sum of $34 million at the time 

of closing or, if the al t:ernative payment schedule is accepted by 

Chenega, that the sum c1f $20 million be paid at the time of 

closing, and thereafter, to petition the District Court as follows: 

$3 million one year after the date of closing; . 
. . . 

$13 million two years after th4~ date of closing. 

The~e amounts represent the only amounts due und~r this resolution 

to Chenega from the EVOS joint settlement funds in the District 

Court. Registry and no additional amounts are herein authorized to 

be paid to Chenega from :such joint funds. 
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, 1996 at Juneau, Alaska. ___ day of ----....,...--

PHIL JANIK 
Regional. Forester 
Alaska Region 
USDA Forest Service 

GEORGE T. FRAMPTON Jr. . . 
Assistant Secretary for Fish, 
Wildlife and Parks 

FRANK RUE 
Commissioner 
Alaska Department of·Fish 
and Game 

BRUCE M. BOTELHO 
Attorney General 
State of Alaska 

STEVEN PENNOYER 
Director, Alaska· Region 

National Marine Fisheries Service 

MICHELLE BROWN 
Commissioner 
Alaska Department of 
Environmental Conservation 
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EXHIBIT A 

GENERAL DESCRIPTION OF CHENEGA LANDS 

The following description of interests to be acquired is approximate. The 
exacc description and loc.ation of interests acquired and interests retained by 
Chenega will be determined by the the United States and Chenega prior to the 
·execution of any purchase agre:ement and will include the results ofr any 
necessary surveys. 

FEE SIMPLE 

All.Chenega lands .north of Dangerous Passage, appr<;>ximately 37,093 acres, which 
excludes three development sites retained by Chenega. One development site not. 
to exceed thirty acres will be locate~ in Eshamy Bay, one site not. to exceed 
five acres will be located in Jackpoc Bay, and one site not co exceed five 
acres will be located· in Paddy Bay. 

All Chenega lands located on Knight Island in TlN .... RlOE., SMD., ·Sections 5 and 
8, approximately 775 acres. -. . 

Total Fee Simple Interests to be acquired: . 37, 868 acres. 

CONSERVATION EASEMENT 

Unless otherwise noted, the terms of the conservation easement will address 
timber and other natural resources ·uses, limits on development, and puplic 
access. All development sites will be limited to us·es consistent with · 
restoration objectives. 

All remaining Chenega lands on· Knight Island, _approximately 4, 205 acres, 
excluding a five acre site for development in Thumb Bay and specific one and 
one-half acre shareholder homesites to be identified by Chenega. 

All Chenega lands on Chenega lsland in T3N., R8E.; T3N., R7E: T4N .. R8E .. 
approximately 12,030 acres, e:Kcluding specific one and one-half acr~ 
shareholder homesites to be identified by Chenega and chree develo!-lnii:Hit. s i Lc~ 
on south Chenega Island not: t(> exceed a total of thirty acres. All renw ining, 
Chenega interests on Chenega Island, approximately 3330 acres, to bt ac4ui~ed 
as a conservation easement for timber only in T2N·., RSE., excluding El/2 of 
section 8, and the Wl/2 of se1~t~on 9. 

All Chenega ~ands on Pleaides Is~ands, Whale Bay, and Fleming Island, 
approximately 3202 acres, excluding.a five acre development site at Whale Bay 
on Flemming Island. 

Total Chenega Lands encumbered by the Conservation Easement: 19,437 acres, with 
an additional 3330 acres constituting a timber only conservation easement. 
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Restoration Benefits Report 
Chenega Lands 

REGION 

Southeast Prince William sound. 

PROPOSED ACQUISITION DESCRIPTION 

9075867840;=14/16 

The Chenega corporation lands identified to provide habitat protection through 
fee simple and partial interest acquisition are composed of approximately 
70,000 acres along the southwest side of Prince Willi~m Sound. Included are 
Chenega Island and parts of Evans, Latouche, Flemming, and Knight Islands as 
well as significant areas on.the mainland on the west side of Dangerous 
Passage. Chenega lands have so~e of the highest ranked parcels in the 
Comprehensive Habitat Evaluation Process and havebeen identi.fied as.providing 
potential habitat protection for damaged resources·'-·a.n:d services linked to the 
spill. 

The area is cha::-acterized by mountains w~th elevations to .2,500 ·feet .. The 
lower slopes adjacent to lakes:, streams and bays are· forested with old growth 
Sitka spruce and western. hemlc>ck: Until recently, western Prince Wiiliam sound 
was glaciated and still remains very remote and wild. In the Esl:_lamy and 
Jackpot area there are 22 anadromous streams of which two (Jackpot and Eshamy) 
are major producers of pink and sockeye salmon. The area is very important for 
commercial, sport, and subsistence fishing, with the village of Chenega being 
the major user. The area is·also an important destination point for recreation 
users. 

All lands being consi'dered fo:c acquisition fro.."n Chenega Corporation have a . 
split estate with the subsurface ownership with the regional corporation, 
Chugach Incorporated. 

Section 704 of the Alaska National Interest.La-~ds Conservation Act required· 
that within three. years (by December 2, 1963), a study with recommendations as 
to the.suitability or nonsuitability of wi~derriess within the Prince William 
Sound area of the Chugach National Forest be completed and·submitted to 
Congress. The report. recommended that some lands be classified as wilderness. 
The lands recommended for wilderness are contiguous to Chenega lands as shown 
on the enclosed map. Cor:.gres.s has never acted on the report as submitted. 
However, all land within the proposed study area is being managed as wilderness 
area pending action on the study. · 

RESTORATION B~~FITS 

Western Prince William Sound is one of the areas most impacted by the 1989 
Exxon Valdez Oil Spill. All resources ~d. services in the area were injured 
and will benefit form habitat protection. 

In the fall of 1993, Chenega Corporation indicated a willingness to consider 
sell~ng :ee si~ple title to two of ~heir high ranked parcels, Jackpot Bay and 
Eshamy Bay (Cr.~Ol and CHE02). These twc parcels are being appraised for fee 
simp:e acquis~ t:ion and consist of apprcxi:nately 7, 900 acres in C"rl:EOl AND 12,000 
acres in CHE02, fer a tctal of 19,900 acres. On the remainder of the Chenega 
land~ the corporation r~s proposed sell~~g all timber harvest rights with 
poss~ble cons~deration for additional partial interests .. The remaining Chenega 
lands co~sidered available (approximate:y 36,000 acres) are presently being 
appraise::. for ~ imber interests. The ·la::::is being appraised for timber include 
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15,000 acres of moderately ranke~d lands and 21·,ooo acres of low ranked lands as 
evaluated in the Comprehensive Habitat Protection Process. 

High value resources and servicE~s in the Eshamy/Jackpot area are: pink salmon, 
sockeye salmon, cutthroat trout, Dolly Varden, bald eagles, black 
oystercatchers, harbor seals, harlequin ducks, pigeon guillemots, river otters, 
recreation/tourism, wilderness, and subs~stence. 

Of the high value resource and :services identified on this parcel, sockeye 
salmon, pink salmon, cutthroat trout, and Dolly Varden susceptible to water 
quality and poten::ial over-harv,est impacts. Bald eagles are generally 
considered to be more tolerant ,:If development impacts if there is no loss of 
nesting habitat. Impacts to bald eagles may be mitigated by proper planning 
and adherence to existing regulations. River ot.ters· are considered to be 
generally tolerant of development if denning habitat is protected .. Increasing 
development has a high potential for user· group conflicts if harvest and access 
are restricted or the numbers of users increase. Subsistence, recreation, and 
wilderness .are all sensitive to development because of the coi1centrated nature 
of the resources and to~ography that support these ··s~rvices., Harlequin ducks 
are sensitive to disturbance and are highly likely to be impacted by possible 
developments. Pigeon guillemot colonies require special protection from 
habitat loss and disturbance. 

High Bene·fits in the Eshamy/Jackpot area: 

Eshamy and Jackpot: Bays have the highest number of wild pink salmon in the 
region with 22 anadromous st::reaLms. Eshamy Bay is also the highest sockeye 
producing system in western Prince William Sound. Both Jackpot and Eshamy 
represent the northwestern most: range for cutthroat trout. The area has 
important wi~teri:lg lakes and s;upports strong populations of Dolly Varden as 
well as fourteen documented bald eagle nest and important feeding,areas. The 
area. is an irr.portant breeding area (although lingering damage from the spill is 
still apparent) a-"'ld important clverwintering area for. harlequin duc~s. A large 
colony of pigeon guillemots is located adjacent to· the parcel. Eshamy has-high 
concentrations (cased on pre-spill doC'.lmentation) of river otters. The area is 
a destination for sport fishin~:r from population .centers, and it ·has a high . 
level of recreat:.on with a potl~ntial for significantly more. The parcel is an 
inholding in a w:.lderness area within the. preferred alternatiye fqr the Nellie 
Juan Wilderness Study Area.· The parcel also has high value for the village of 
Chenega. 

The remainder of Chenega lands (CHE03} to CHE09) have the following high value 
resources and se=vices: pink salmon, bald eagles, black oystercatchers, harbor 
seals, harelequi~ ducks, marbled m~rrelets, pigeon guillemonts, sea·otters, 
wilderness, cult~ral resources and subsist~~ce. 

On the remair.der of Chenega, habitat •as rated as high valu~ for eleven 
resource and ser-.·ices in the comprehensive habitat evaluation process. 
Acquisition of t~mber rights for these land would benefit the injured resource 
and services. P~nk salmon are suscepcible to water quality and timber harvest 
impacts. Ba:d eagles are generally tolera::.t of development impacts if there is 
no loss of nesti~g habitat. Black oystercatchers are sensitive to loss of 
nesting ~abi~at and disturbance during nes~ing. Harlequin ducks·are highly 
sensitive to dis::.urbance ar.d loss of ::.eating habitat. Impacts to harbor sea_ls 
are not kno-..·. M;: rbled mur::::ele:ts are sensi:ive to loss of nesting habitat and 
disturba:.ce ~uri:1g nesting. S:ea otte::::s are sensitive to disturbance during 
pupping . ..,hi·c:: oc=urs in May and June. Pision guillemot colonies require 
special protecti:::m f::om habitaLt loss and disturbance. Subsistence, cultural 
resources aci wi:derr.ess a::e all sens:tive to development because of the 
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concentrated nature of the resources/services and the topography that support 
them. 

The two fee simple parcels are among the most popular. recreation destinations 
in Prince William Sound. They al~e important sport fish ·and hunting areas, and 
have excellent anchorages .. They would be :nanaged to maintain and restore 
habitat and for recreational use .. Recreational uses allowed within the area 
would be those non-developed recreational uses consistent ·with wilderness. 

·-. 


	The Chenega Corporation ("Chenega")

