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REPORT CONCLUSION

T h i s  r e p o r t  c o n t a i n s  p o l i c y  is s u e s  r a i s e d  as a r e s u l t  of our 
e v a l u a t i o n  of v a r i o u s  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  
d e c i s i o n s  a f f e c t i n g  t hese p r a c t i c e s  are n o t  w i t h i n  the scope 
of this r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In 
d e b a t i n g  t h ese issues, the o v e r s i g h t  c o m m i t t e e s  s h o u l d  take 
into c o n s i d e r a t i o n  the f i n d i n g s  a n d  r e c o m m e n d a t i o n s  p r e s e n t­
ed in this r e p o r t  so the p o t e n t i a l  i m p a c t  of  p o l i c y  c h a nges 
can b e  e v a l u a t e d .

R e p o r t  C o n c l u s i o n

In our opi n i o n ,  the G u i d e  L i c e n s i n g  a n d  C o n t r o l  B o a r d  s h o u l d  
b e  r e e s t a b l i s h e d .  T h e  r e g u l a t i o n  a n d  l i c e n s i n g  of q u a l i f i e d  
g u i d e s  is n e c e s s a r y  to p r o t e c t  the p u b l i c ' s  health, safety, 
a n d  w e l f a r e .  T h e  B o a r d  p r o v i d e s  this s e r v i c e  b y  e s t a b l i s h­
ing m i n i m u m  q u a l i f i c a t i o n  a n d  e x p e r i e n c e  r e q u i r e m e n t s  that 
p r o v i d e  r e a s o n a b l e  a s s u r a n c e  that p e r s o n s  l i c e n s e d  are b o t h  
c a p a b l e  of s a f e l y  c o n d u c t i n g  g u i d e d  h u n t s  a n d  f a m i l i a r  w i t h  
t h e i r  p r o s p e c t i v e  g u i d i n g  areas. A s s u r a n c e  that those l i­
ce n s e d  act in a c o m p e t e n t  m a n n e r  is a l s o  p r o v i d e d  by a c t i v e  
i n v e s t i g a t i o n  of c o m p l a i n t s  a n d  r e v o c a t i o n  or s u s p e n s i o n  of 
l i c e n s e s  w h e r e  a p p r o p r i a t e .

H o w e v e r ,  the f o l l o w i n g  f i n d i n g s  d e s c r i b e  a r e a s  w h e r e  w e a k­
ne s s e s  or c o n f l i c t s  exist. W e  h a v e  m a d e  r e c o m m e n d a t i o n s  
w h i c h ,  if i m p l e m e n t e d ,  w i l l  i m p r o v e  the e f f i c i e n c y  and 
e f f e c t i v e n e s s  o f  the Board.

P olic y Issues
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FINDINGS AND R E C O M MEND ATIONS

The G u i d e  L i c e n s i n g  a n d  C o n t r o l  B o a r d  (GLCB) s h o u l d  d e v e l o p  
a p r i o r i t i z e d  set of c r i t e r i a  to u s e  in assigning; b o t h  
e x c l u s i v e  a n d  j o i n t - u s e  g u i d i n g  a r e a s  ( E G A s ) .

A l a s k a  S t a t u t e  0 8 . 5 4 . 0 4 0 ( a ) (8) a l l o w s  G L C B  to:

E s t a b l i s h  a q u o t a  of l i c e n s e d  o p e r a t i n g  g u i d e s  who 
m a y  o p e r a t e  w i t h i n  d e s i g n a t e d  g e o g r a p h i c a l  u n i t s  or 
s u b u n i t s  o f  the s t a t e  a n d  p r o v i d e  f o r  an e q u i t a b l e  
a n d  r e a s o n a b l e  p r o c e d u r e  ror l i m i t i n g  the n u m b e r  of 
g u i d e s  to that quota; p r e f e r e n c e  s h a l l  be g i v e n  to 
q u a l i f i e d  a v a i l a b l e  g u i d e s  w h o  r e s i d e  w i t h i n  the 
d e s i g n a t e d  ga m e  u n i t  or subunit.

G L C B  has i m p l e m e n t e d  this p r o v i s i o n  t h r o u g h  the e s t a b l i s h­
m e n t  of  b o t h  e x c l u s i v e  a n d  j o i n t - u s e  g u i d e  a r e a s  (EGAs), 
w h i c h  l i m i t  the n u m b e r  of g u i d e s  w h o  c a n  c o n d u c t  h u n t s  
in v a r i o u s  r e g i o n s  of the State. T h e  G L C B ' s  a u t h o r i t y  to 
a s s i g n  E G A s  is s u p p o r t e d  b y  an A p r i l  1977 A t t o r n e y  G e n e r a l  
m e m o r a n d u m  w h i c h  d e t e r m i n e d  that G L C B ' s  r e g u l a t i o n s  and 
a c t i v i t i e s  i m p l e m e n t i n g  e x c l u s i v e  g u i d i n g  a r eas w e r e  w i t h i n  
t h e i r  s t a t u t o r y  powers.

T h i s  l i m i t a t i o n  on the p r a c t i c e  o f  g u i d i n g  o s t e n s i b l y  
p r o v i d e s  p u b l i c  b e n e f i t s  by  p r o v i d i n g  for b e t t e r  g a m e  
m a n a g e m e n t ;  p r o m o t i o n  a n d  e n f o r c e m e n t  o f  e t h i c a l  g u i d i n g  
p r a c t i c e s ;  e n h a n c i n g  the " w i l d e r n e s s "  a s p e c t  o f  b i g  game 
h u n t i n g  e x p e r i e n c e  by  s e p a r a t i n g  g u i d e d  h u n t i n g  parties; 
a n d  a l l o w s  for the s e p a r a t i o n  of n o n - c o m p a t i b l e  f o r m s  of 
h u n t i n g .  The l i m i t s  are a l s o  d e s i g n e d  to p r o v i d e  for a 
g r e a t e r  d e g r e e  of s a f e t y  to the g u i d e d  h u n t e r  b y  a l l o w i n g  
g u i d e s  to b e c o m e  f a m i l i a r  w i t h  the t e r r a i n  a n d  s e a s o n a l  
w e a t h e r  c o n d i t i o n s  of t h e i r  a s s i g n e d  area.

G L C B  does n o t  act c o n s i s t e n t l y  w h e n  c o n s i d e r i n g  the a s s i g n­
m e n t  of e x c l u s i v e  a n d  j o i n t - u s e  g u i d i n g  areas. The c r i t e r i a  
o n  w h i c h  a n y  g i v e n  a r e a  a s s i g n m e n t  d e c i s i o n  is m a d e  v a r i e s  
f r o m  d e c i s i o n  to d e c i s i o n .  A d d i t i o n a l l y ,  G L C B  o f t e n  does 
n o t  a d e q u a t e l y  d o c u m e n t  the b a s i s  on w h i c h  they m a k e  t heir 
a s s i g n m e n t s .  W e  f o u n d  i n c o n s i s t e n c i e s  a n d  c o n t r a d i c t i o n s  
in the w a y  th a t  G L C B  a p p l i e d  the f o l l o w i n g  c r i t e r i a  w h e n  
a w a r d i n g  E G A s :

1. G a m e  M a n a g e m e n t  I n f o r m a t i o n  - G L C B  does n o t  c o n s i s t e n t l y  
r e v i e w  g a m e  m a n a g e m e n t  i n f o r m a t i o n  in t h e i r  a r e a  a s s i g n­
m e n t  d e c i s i o n s .  W h a t  ga m e  i n f o r m a t i o n  t h e y  do c o n s i d e r  
u s u a l l y  is s e c o n d  h a n d  a n d  a n e c d o t a l ,  p r o v i d e d  b y  
a p p l i c a n t s  or c u r r e n t  u s e r s  (see R e c o m m e n d a t i o n  No. 2).

Recomm e n d a t i o n  No. 1
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REPORT CONCLUSION

T h i s  r e p o r t  c o n t a i n s  p o l i c y  is s u e s  r a i s e d  as a r e s u l t  of our 
e v a l u a t i o n  of v a r i o u s  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  
d e c i s i o n s  a f f e c t i n g  t h e s e  p r a c t i c e s  are n o t  w i t h i n  the scope 
of this r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In 
d e b a t i n g  these issues, the o v e r s i g h t  c o m m i t t e e s  s h o u l d  take 
into c o n s i d e r a t i o n  the f i n d i n g s  a n d  r e c o m m e n d a t i o n s  p r e s e n t­
ed in this r e p o r t  so the p o t e n t i a l  i m p a c t  o f  p o l i c y  changes 
c a n  be e v a l u a t e d .

R e p o r t  C o n c l u s i o n

In o u r  o p inion, the G u i d e  L i c e n s i n g  a n d  C o n t r o l  B o a r d  s h o u l d  
b e  r e e s t a b l i s h e d .  T h e  r e g u l a t i o n  a n d  l i c e n s i n g  of q u a l i f i e d  
g u i d e s  is n e c e s s a r y  to p r o t e c t  the p u b l i c ' s  health, safety, 
a n d  w e l f a r e .  T h e  B o a r d  p r o v i d e s  this s e r v i c e  b y  e s t a b l i s h­
ing  m i n i m u m  q u a l i f i c a t i o n  a n d  e x p e r i e n c e  r e q u i r e m e n t s  that 
p r o v i d e  r e a s o n a b l e  a s s u r a n c e  that p e r s o n s  l i c e n s e d  are b o t h  
c a p a b l e  o f  s a f e l y  c o n d u c t i n g  g u i d e d  h u n t s  a n d  f a m i l i a r  w i t h  
t h e i r  p r o s p e c t i v e  g u i d i n g  areas. A s s u r a n c e  that those l i­
ce n s e d  act in a c o m p e t e n t  m a n n e r  is a l s o  p r o v i d e d  b y  a c t i v e  
i n v e s t i g a t i o n  of c o m p l a i n t s  a n d  r e v o c a t i o n  or s u s p e n s i o n  of 
l i c e n s e s  w h e r e  a p p r o p r i a t e .

H o w e v e r ,  the f o l l o w i n g  f i n d i n g s  d e s c r i b e  a r eas w h e r e  w e a k­
ne s s e s  or c o n f l i c t s  exist. W e  h a v e  m a d e  r e c o m m e n d a t i o n s  
w h i c h ,  if i m p l e m e n t e d ,  w i l l  i m p r o v e  the e f f i c i e n c y  and 
e f f e c t i v e n e s s  of the Board.

P o l i c y  Issues
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REPORT CONCLUSIO N

T h i s  r e p o r t  c o n t a i n s  p o l i c y  i s s u e s  r a i s e d  as a r e s u l t  of our 
e v a l u a t i o n  of v a r i o u s  B o a r d  p r a c t i c e s .  T h e  f i n a l  p o l i c y  
d e c i s i o n s  a f f e c t i n g  t h e s e  p r a c t i c e s  are n o t  w i t h i n  the s c ope 
of this r e p o r t  b u t  r e q u i r e  l e g i s l a t i v e  c o n s i d e r a t i o n .  In 
d e b a t i n g  t h e s e  issues, the o v e r s i g h t  c o m m i t t e e s  s h o u l d  take 
into c o n s i d e r a t i o n  the f i n d i n g s  a n d  r e c o m m e n d a t i o n s  p r e s e n t­
ed  in this r e p o r t  so the p o t e n t i a l  i m p a c t  of  p o l i c y  c h a n g e s  
c a n  b e  e v a l u a t e d .

R e p o r t  C o n c l u s i o n

In our opi n i o n ,  the G u i d e  L i c e n s i n g  a n d  C o n t r o l  B o a r d  s h o u l d  
b e  r e e s t a b l i s h e d .  T h e  r e g u l a t i o n  a n d  l i c e n s i n g  of q u a l i f i e d  
g u i d e s  is n e c e s s a r y  to p r o t e c t  the p u b l i c ' s  h e a l t h ,  safety, 
a n d  w e l f a r e .  T h e  B o a r d  p r o v i d e s  this s e r v i c e  b y  e s t a b l i s h­
ing  m i n i m u m  q u a l i f i c a t i o n  a n d  e x p e r i e n c e  r e q u i r e m e n t s  that 
p r o v i d e  r e a s o n a b l e  a s s u r a n c e  th a t  p e r s o n s  * c e n s e d  are b o t h  
c a p a b l e  of s a f e l y  c o n d u c t i n g  g u i d e d  h u n t s  a n a  f a m i l i a r  w i t h  
t h e i r  p r o s p e c t i v e  g u i d i n g  areas. A s s u r a n c e  that those l i­
ce n s e d  act in a c o m p e t e n t  m a n n e r  is a l s o  p r o v i d e d  b y  a c t i v e  
i n v e s t i g a t i o n  o f  c o m p l a i n t s  a n d  r e v o c a t i o n  or s u s p e n s i o n  of 
l i c e n s e s  w h e r e  a p p r o p r i a t e .

H o w e v e r ,  the f o l l o w i n g  f i n d i n g s  d e s c r i b e  a r e a s  w h e r e  w e a k­
ne s s e s  or c o n f l i c t s  exist. W e  h a v e  m a d e  r e c o m m e n d a t i o n s  
w h i c h ,  if i m p l e m e n t e d ,  w i l l  i m p r o v e  the e f f i c i e n c y  and 
e f f e c t i v e n e s s  o f  the Board.
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2. D e m o n s t r a t i o n  of  E x p e r i e n c e  - W h e n  a p p l y i n g  for an EGA, 
a p p l i c a n t s  m u s t  d e m o n s t r a t e  that th e y  h a v e  h a d  g u i d i n g  
e x p e r i e n c e  in the a p p l i c a b l e  g a m e  unit. G u i d e s  d e m o n­
st r a t e  their e x p e r i e n c e  t h r o u g h  the s u b m i t t a l  to G L C B  
of a S t a t e m e n t  of F i n a n c i a l  R e m u n e r a t i o n  (SFR) for e a c h  
g u i d e d  hunt. SFRs list the n a m e s  of h u n t e r s ,  gu i d e s  
a s s i s t i n g  in the hunt, g a m e  u n i t s  h u n ted, a n d  the type 
of g a m e  taken.

U n d e r  the B o a r d ' s  r e g u l a t i o n s ,  SFRs are the p r i m a r y  
e v i d e n c e  o f  a g u i d e ' s  a c t i v i t y  a n d  f a m i l i a r i t y  w i t h  the 
g a m e  u n i t  i n v o l v e d .  H o w e v e r ,  w e  f o u n d  i n s t a n c e s  w h e r e  
the B o a r d  a w a r d e d  EG A s  to g u i d e s  w i t h  n o  SFRs in the 
a p p r o p r i a t e  g a m e  unit, w h i l e  d e n y i n g  o t h e r  E G A  a p p l i­
cants b e c a u s e  t h e y  h a d  n o  SFRs on  file d e m o n s t r a t i n g  
t h e i r  e x p e r i e n c e  or a c t i v i t y .

3. T r a n s f e r s  of g u i d i n g  a r e a s  - G L C B  has b e e n  e s s e n t i a l l y  
a p p r o v i n g  t r a n s f e r s  of g u i d i n g  a r eas w i t h  l i t t l e  or
n o  c o n s i d e r a t i o n  o f  a n y  o t h e r  c r i t e r i a  s u c h  as game 
m a n a g e m e n t ,  o b j e c t i o n s  of j o i n t  users, or e x p e r i e n c e  
of the g u i d e  r e c e i v i n g  the t r a n s f e r r e d  a r e a  (see 
R e c o m m e n d a t i o n  No. 3).

T h i s  i n c o n s i s t e n c y  on the p a r t  of  G L C B  in its d e c i s i o n - m a k i n g ,  
a l o n g  w i t h  the l a c k  of p r o p e r  d o c u m e n t a t i o n  of  its r a t i o n a l e ,  
u l t i m a t e l y  r e s u l t s  in a loss of e f f e c t i v e  c o n t r o l  o v e r  the 
a c t i v i t i e s  a n d  p o l i c y  of the g u i d i n g  industry.

D u r i n g  the p a s t  fo u r  years, h e a r i n g  o f f i c e r s  h a v e  r e p e a t e d l y  
f o u n d  B o a r d  d e c i s i o n s  to b e  a r b i t r a r y  a n d  c a p r i c i o u s  w i t h  
l i t t l e  or n o  support. In effect, the B o a r d  has a b d i c a t e d  
m u c h  of its c o n t r o l  o v e r  a r e a  a s s i g n m e n t s  t h r o u g h  its 
i n c o n s i s t e n t  a p p l i c a t i o n  of criteria. H e a r i n g  o f f i c e r  
d e c i s i o n s  are b e g i n n i n g  to e f f e c t i v e l y  r e p l a c e  G L C B  in 
s e t t i n g  q u o t a s  for g u i des. E s s e n t i a l l y ,  G L C B  has n o t  f u l l y  
m e t  its s t a t u t o r y  r e s p o n s i b i l i t y  to a d o p t  an e q u i t a b l e  a n d  
r e a s o n a b l e  p r o c e d u r e  for the a s s i g n m e n t  o f  g u i d e  areas.

W e  b e l i e v e  G L C B ' s  r e s p o n s i b i l i t y  w o u l d  be b e t t e r  m e t  b y  
i d e n t i f y i n g  p e r t i n e n t  c r i t e r i a  to b e  u s e d  in a r e a  a s s i g n m e n t  
d ec i s i o n s ,  a s s i g n i n g  some p r i o r i t i e s  to t h o s e  c r i t e r i a ,  a n d  
a p p l y i n g  t h e m  c o n s i s t e n t l y .

R e c o m m e n d a t i o n  No. 2

G L C B  s h o u l d  i m p r o v e  m e t h o d s  o f  o b t a i n i n g  ga m e  m a n a g e m e n t  
i n f o r m a t i o n  f r o m  i n d e p e n d e n t  sources, su c h  as the A l a s k a 
D e p a r t m e n t  of F i s h  a n d  G a m e  ( A D F G )^

O ne of the p r i m a r y  j u s t i f i c a t i o n s  for the w h o l e  c o n c e p t  of 
E G A s  is to e n h a n c e  o v e r a l l  m a n a g e m e n t  o f  the p u b l i c ' s  g a m e  
r e s o u r c e s .  G u i d e s  a r e  a w a r d e d  e x c l u s i v e  or j o i n t - u s e  a r e a s  
so that t h e y  h a v e  a l o n g - t e r m  i n t e r e s t  in m a n a g i n g  the g a m e
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The G u i d e  L i c e n s i n g  a n d  C o n t r o l  B o a r d  (GLCB) s h o u l d  d e v e l o p  
a p r i o r i t i z e d  set of c r i t e r i a  to u s e  in a s s i g n i n g  b o t h  
e x c l u s i v e  a n d  j o i n t - u s e  g u i d i n g  a reas ( E G A s ) .

A l a s k a  S t a t u t e  0 8 . 5 4 . 0 4 0 ( a ) (8) a l l o w s  G L C B  to:

E s t a b l i s h  a q u o t a  o f  l i c e n s e d  o p e r a t i n g  g u i d e s  w h o  
m a y  o p e r a t e  w i t h i n  d e s i g n a t e d  g e o g r a p h i c a l  u n i t s  or 
s u b u n i t s  o f  the s t a t e  a n d  p r o v i d e  for an  e q u i t a b l e  
a n d  r e a s o n a b l e  p r o c e d u r e  for l i m i t i n g  the n u m b e r  of 
g u i d e s  to that quota; p r e f e r e n c e  s h a l l  be g i v e n  to 
q u a l i f i e d  a v a i l a b l e  g u i d e s  w h o  r e s i d e  w i t h i n  the 
d e s i g n a t e d  ga m e  u n i t  or subunit.

G L C B  has i m p l e m e n t e d  this p r o v i s i o n  t h r o u g h  the e s t a b l i s h­
me n t  of b o t h  e x c l u s i v e  a n d  j o i n t - u s e  g u i d e  a r e a s  (EGAs), 
w h i c h  l i mit the n u m b e r  o f  g u i d e s  w h o  can c o n d u c t  h u n t s  
in v a r i o u s  r e g i o n s  o f  the State. The G L C B ' s  a u t h o r i t y  to 
a s s i g n  EG A s  is s u p p o r t e d  b y  an A p r i l  1977 A t t o r n e y  G e n e r a l  
m e m o r a n d u m  w h i c h  d e t e r m i n e d  that G L C B ' s  r e g u l a t i o n s  and 
a c t i v i t i e s  i m p l e m e n t i n g  e x c l u s i v e  g u i d i n g  a r e a s  w e r e  w i t h i n  
t h e i r  s t a t u t o r y  powers.

T h i s  l i m i t a t i o n  on the p r a c t i c e  o f  g u i d i n g  o s t e n s i b l y  
p r o v i d e s  p u b l i c  b e n e f i t s  by  p r o v i d i n g  for b e t t e r  ga m e  
m a n a g e m e n t ;  p r o m o t i o n  a n d  e n f o r c e m e n t  o f  e t h i c a l  g u i d i n g  
p r a c t i c e s ;  e n h a n c i n g  the " w i l d e r n e s s "  a s p e c t  o f  b i g  g a m e  
h u n t i n g  e x p e r i e n c e  by  s e p a r a t i n g  g u i d e d  h u n t i n g  p a rties; 
and all o w s  for the s e p a r a t i o n  of n o n - c o m p a t i b l e  forms of 
h u n t i n g .  The li m i t s  are a l s o  d e s i g n e d  to p r o v i d e  for a 
g r e a t e r  d e g r e e  of  s a f e t y  to the g u i d e d  h u n t e r  b y  a l l o w i n g  
g u i d e s  to b e c o m e  f a m i l i a r  w i t h  the t e r r a i n  a n d  s e a s o n a l  
w e a t h e r  c o n d i t i o n s  of t h e i r  a s s i g n e d  area.

G L C B  does n o t  act c o n s i s t e n t l y  w h e n  c o n s i d e r i n g  the a s s i g n­
m e n t  of e x c l u s i v e  a n d  j o i n t - u s e  g u i d i n g  areas. T h e  c r i t e r i a  
on w h i c h  a n y  g i v e n  ar e a  a s s i g n m e n t  d e c i s i o n  is m a d e  v a r i e s  
f r o m  d e c i s i o n  to d e c i s i o n .  A d d i t i o n a l l y ,  G L C B  o f t e n  does 
n o t  a d e q u a t e l y  d o c u m e n t  the b a s i s  on w h i c h  t h e y  m a k e  t h eir 
a s s i g n m e n t s .  W e  f o u n d  i n c o n s i s t e n c i e s  and c o n t r a d i c t i o n s  
in the w a y  th a t  G L C B  a p p l i e d  the f o l l o w i n g  c r i t e r i a  w h e n  
a w a r d i n g  E G A s :

1. G a m e  M a n a g e m e n t  I n f o r m a t i o n  - G L C B  does n o t  c o n s i s t e n t l y  
r e v i e w  g a m e  m a n a g e m e n t  i n f o r m a t i o n  in t h e i r  ar e a  a s s i g n­
m e n t  d e c i s i o n s .  W h a t  g a m e  i n f o r m a t i o n  t h e y  do c o n s i d e r  
u s u a l l y  is s e c o n d  h a n d  a n d  a n e c d o t a l ,  p r o v i d e d  b y  
a p p l i c a n t s  or c u r r e n t  u s e r s  (see R e c o m m e n d a t i o n  No. 2).

Recommend ation No. 1
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in t h e i r  EGA. G L C B  has a d o p t e d  r e g u l a t i o n s  [12 A A C  38.05 3 ( d )
(1)] that r e q u i r e  it to c o n s i d e r  an  a r e a ' s  a b i l i t y  "... to 
s u s t a i n  an a d d i t i o n a l  g u i d e d  h u n t i n g  o p e r a t i o n ,  in terms of 
g a m e  p o p u l a t i o n s ,  terrain, m e t h o d s  of h u n t i n g ,  and u s e  by 
o t h e r  g u i d e s  a n d  h u n t e r s . "

As s t a t e d  in R e c o m m e n d a t i o n  No. 1, w e  f o u n d  that G L C B  r a r e l y  
c o n s i d e r s  i n d e p e n d e n t  i n f o r m a t i o n  r e g a r d i n g  ga m e  p o p u l a t i o n s  
a n d  m a n a g e m e n t  c o n c e r n s  w h e n  a s s i g n i n g  EGAs. G L C B  r e l i e s  on 
i n f o r m a t i o n  p r o v i d e d  by  a p p l i c a n t s  a n d  g u i d e s  o p e r a t i n g  in 
the r e g i o n  u n d e r  c o n s i d e r a t i o n .  C e r t a i n l y ,  the a s s e s s m e n t  
of an a c t i v e  r e g i s t e r e d  g u i d e  is i m p o r t a n t  a n d  s h o u l d  be 
c o n s i d e r e d .  H o w e v e r ,  w h e t h e r  c o m i n g  f r o m  a n  a p p l i c a n t  or 
c u r r e n t  user, it m u s t  b e  r e c o g n i z e d  that the g u i d e  h a s  a 
v e s t e d  i n t e r e s t  in h o w  the i n f o r m a t i o n  is p r e s e n t e d  and 
i n t e r p r e t e d .

O f t e n t i m e s ,  i n f o r m a t i o n  p r e s e n t e d  to the B o a r d  is c o n f l i c t­
ing, d e p e n d i n g  on the d e s i r e  of the guide. N e w  a p p l i c a n t s  
for a reas c l a i m  g a m e  is p l e n t i f u l ,  a n d  the a r e a  is u n d e r­
uti l i z e d .  C u r r e n t  users, on  the o t h e r  hand, e m p h a s i z e  g a m e  
s c a r c i t y  a n d  h u n t i n g  p r e s s u r e s .

If G L C B  e s t a b l i s h e d  b e t ter, m o r e  f o r m a l  c o m m u n i c a t i o n s  w i t h  
A D F G  t h e y  w o u l d  b e t t e r  m e e t  t h e i r  r e g u l a t o r y  a n d  s t a t u t o r y  
o b l i g a t i o n  to e n h a n c e  the m a n a g e m e n t  of  the S t a t e ' s  ga m e  
r e s o u r c e s .  A D F G  i n f o r m a t i o n  m a y  be  n o  b e t t e r  t h a n  th a t  of 
guides; h o w e v e r ,  it is m o r e  i n d e p e n d e n t  a n d  m o r e  o b j e c t i v e l y
d e v e l o p e d .  A D F G  is c h a r g e d  w i t h  m a n a g e m e n t  of the S t a t e ' s
ga m e  r e s o u r c e s ,  and guided, non-resident, h u n t e r s  ta k e  up to
an  e s t i m a t e d  40% of the g a m e  in the State. W e  b e l i e v e  GLCB
s h o u l d  a t t e m p t  to i m p r o v e  c o m m u n i c a t i o n s  a n d  c o o r d i n a t i o n  
w i t h  A D F G  w h i l e  t a k i n g  steps to i n c l u d e  t h e i r  a s s e s s m e n t  of 
g a m e  p o p u l a t i o n s  a n d  h u n t i n g  p r e s s u r e s  w h e n  c o n s i d e r i n g  
a s s i g n m e n t  o f  EGAs.

R e c o m m e n d a t i o n  No. 3

G L C B  s h o u l d  take m o r e  r e s p o n s i b i l i t y  for a r e a  a s s i g n m e n t s  
b y  r e p e a l i n g  r e g u l a t i o n s  th a t  allow' a g u i d e  to designa~te~to 
w h o m  h i s  E G A  be  r e a s s i g n e d .

R e g i s t e r e d  a n d  m a s t e r  g u i d e s  m a y  e a c h  h a v e  a m a x i m u m  of 
t h r e e  EGAs. T y p i c a l l y ,  w h e n  a g u i d e  w i s h e s  to r e t i r e  or 
p e r h a p s  b e c o m e  e l i g i b l e  f o r  a n o t h e r ,  d i f f e r e n t  EGA, he 
is a l l o w e d  to t u r n  b a c k  a n  e x i s t i n g  E G A  to the B o a r d  a n d  
d e s i g n a t e  the r e c i p i e n t  of this r e a s s i g n m e n t .  G L C B  r e g u­
la t i o n s  c u r r e n t l y  allow, b u t  do n o t  n e c e s s a r i l y  r e q u i r e ,  
this p r a c t i c e .

W e  f o u n d  th a t  t h e s e  d e s i g n a t e d  t r a n s f e r s  o v e r r i d e  all 
o t h e r  a r e a  a s s i g n m e n t  c r i t e r i a .  E s s e n t i a l l y ,  G L C B  has 
b e e n  a u t o m a t i c a l l y  a p p r o v i n g  t r a n s f e r s  o f  E G A s  r e g a r d l e s s  of 
g a m e  m a n a g e m e n t  c o n s i d e r a t i o n s ,  d e m o n s t r a t i o n  o f  e x p e r i e n c e
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in the a r e a  b y  the t r a n s f e r e e ,  a n d  o v e r  the o b j e c t i o n s  of 
a f f e c t e d  j o i n t  us e r s .  W h e r e a s  G L C B  e v a l u a t e s ,  a l b e i t  i n c o n­
sist e n t l y ,  r e g u l a r  a r e a  a s s i g n m e n t s ,  o u r  r e v i e w  i n d i c a t e d  
they g a v e  t r a n s f e r s  m u c h  less scrut i n y .

W e  b e l i e v e  that this l a c k  o f  s c r u t i n y  e n c o u r a g e s  the p r a c­
tice o f  g u i d e s  s e l l i n g  t h e i r  E G A s  to o t h e r  g u i d e s  in v i o ­
la t i o n  o f  G L C B  r e g u l a t i o n s .  W i t h  the B o a r d  g i v i n g  l i t t l e  
r e v i e w  to t r a n s f e r s ,  t h e y  g r e a t l y  i n c r e a s e  the p o t e n t i a l  of 
E G A s  b e i n g  a w a r d e d  b a s e d  s o l e l y  o n  e c o n o m i c  c o n s i d e r a t i o n ;
i.e., c a n  the d e s i g n a t e d  r e c i p i e n t  a f f o r d  to b u y  the a r e a  
f r o m  its h o l d e r ?  T h i s  p o t e n t i a l  a b u s e  is c o n t r a r y  to G L C B ' s  
s t a t u t o r y  r e s p o n s i b i l i t y  of  e s t a b l i s h i n g  q u o t a s  for g u i d e  
a r e a s  in a n  e q u i t a b l e  a n d  r e a s o n a b l e  m a n n e r .  W e  f e e l  that 
all q u a l i f i e d  g u i d e s  for the a r e a  s h o u l d  r e c e i v e  e q u a l  
c h a n c e  at r e c e i v i n g  a n  EGA, r e g a r d l e s s  o f  t h e i r  a b i l i t y  to 
"buy" the r i g h t s  f r o m  the p r e v i o u s  h o l d e r .

B y  n o t  a d e q u a t e l y  r e v i e w i n g  t r a n s f e r s  of  g u i d e  areas, the 
G L C B  is m i s s i n g  an o p p o r t u n i t y  to a c h i e v e  one o f  its s t a t e d  
p o l i c y  goals. In the B o a r d ' s  F Y  85 a n n u a l  r e p o r t ,  t h e y  
s tate one of t h e i r  p o l i c y  o b j e c t i v e s  is to n o t  a l l o w  a d d i­
ti o n a l  j o i n t  u s e  in a r e a s  th a t  a l r e a d y  h a v e  e n o u g h  g u i d e s  
o p e r a t i n g .

W e  feel th a t  it w o u l d  b e  b e t t e r  if the E G A s  w e r e  s u r r e n d e r e d  
to the Board; the B o a r d  r e v i e w  p e r t i n e n t  a n d  p r i o r i t i z e d  
c r i t e r i a  to d e t e r m i n e  if the r e g i o n  w o u l d  s u p p o r t  o n e  or 
m o r e  a d d i t i o n a l  g u i d e  o p e r a t i o n s ;  t h e n  c o n s i d e r  all a p p l i c a­
tions for the a r e a  u n d e r  a e q u i t a b l e  a n d  r e a s o n a b l e  m e t h o d  
of a l l o c a t i o n .  S u c h  a m e t h o d  c o u l d  ta k e  into c o n s i d e r a t i o n  
u n i q u e  q u a l i f i c a t i o n s  s u c h  as a s o n  or d a u g h t e r  w h o  h a d  
w o r k e d  as a n  a s s i s t a n t  to t h e i r  father, or p e r h a p s  a r e g i s­
t e r e d  guide, w h o  h a d  " a p p r e n t i c e d "  in the r e g i o n  u n d e r  the 
s u r r e n d e r i n g  E G A  h o l d e r  a n d  a c c o r d i n g l y ,  is m o r e  k n o w l e d g e­
abl e  of the a r e a  t h a n  o t h e r  a p p l i c a n t s .  B y  f o l l o w i n g  s u c h  a 
p r o c e d u r e  the B o a r d  w o u l d  p r o m o t e  c o m p l i a n c e  w i t h  its o w n  
r e g u l a t i o n  r e s t r i c t i n g  the t r a n s f e r  of g u i d i n g  a r e a  p e r m i t s .

R e c o m m e n d a t i o n  No. 4

G L C B  s h o u l d  a d o p t  p r o c e d u r e s  to i m p r o v e  the a d m i n i s t r a t i o n  
of the o r a l  p o r t i o n  of the r e g i s t e r e d  g u i d e  e x a m i n a t i o n .

Th e  o r a l  p o r t i o n  of the r e g i s t e r e d  g u i d e  e x a m i n a t i o n  is 
a r b i t r a r y  a n d  i n c o n s i s t e n t  in c o n t e n t  a n d  gra d i n g .  T h i s  is 
b e c a u s e  the e x a m i n a t i o n  c o n t e n t  a n d  g r a d i n g  g u i d e l i n e s  are 
le f t  to the d i s c r e t i o n  o f  the i n d i v i d u a l  e x a m i n e r s .

To q u a l i f y  for l i c e n s u r e  as a r e g i s t e r e d  guide, a n  a p p l i c a n t  
m u s t  s u c c e s s f u l l y  p a s s  the r e g i s t e r e d  g u i d e  e x a m i n a t i o n .
T h i s  e x a m i n a t i o n ,  w h i c h  is p r e p a r e d  a n d  a d m i n i s t e r e d  b y  GLCB, 
is c o m p o s e d  of  two parts, a w r i t t e n  a n d  an o r a l  s e ction. 
P a s s a g e  o f  the e x a m i n a t i o n  r e q u i r e s  the a p p l i c a n t  to o b t a i n  
a s c o r e  of  80% o n  b o t h  s e c t ions.
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G L C B  p r o c e d u r e s  r e q u i r e  the o r a l  p o r t i o n  o f  the r e g i s t e r e d  
g u i d e  e x a m i n a t i o n  to be a d m i n i s t e r e d  b y  t h r e e  e x a m i n e r s ,  
c o n s i s t i n g  o f  a B o a r d  m e m b e r  a n d  two m a s t e r  guides. Q u e s­
tions a s k e d  b y  the e x a m i n e r s  a r e  b a s e d  o n  an or a l  e x a m  
sheet, w h i c h  does n o t  l i m i t  e x a m i n e r s  to s p e c i f i c  q u e s t i o n s  
no r  does it p r o v i d e  p r e d e t e r m i n e d  q u e s t i o n  g r a d i n g  values.

T h i s  a l l o w s  i n d i v i d u a l  e x a m i n e r s  to e m p h a s i z e  w h a t e v e r  
s u b j e c t  a r e a s  t h e y  w i s h  in the q u e s t i o n i n g  of  a p p l i c a n t s .  
D e s p i t e  the l a c k  o f  s p e c i f i c  g r a d i n g  c r i t e r i a  on  w h i c h  to 
b a s e  e x a m i n a t i o n  scores, i n s t a n c e s  w e r e  n o t e d  in w h i c h  
a p p l i c a n t s  n a r r o w l y  f a i l e d  e x a m s  b y  c o m b i n e d  e x a m i n e r  
sc o r e s  as h i g h  as 79%.

The i n c o n s i s t e n c y  of e x a m  c o n t e n t  a n d  g r a d i n g  is d e m o n s t r a t­
ed b y  the f o l l o w i n g  e xample. In F e b r u a r y  1985, an  a p p l i c a n t  
f a i l e d  the o r a l  p o r t i o n  of the e x a m i n a t i o n .  T h e  r e a s o n  for 
f a i l u r e  n o t e d  b y  the e x a m i n e r s  w a s  th a t  the a p p l i c a n t  n e e d e d  
m o r e  h u n t i n g  e x p e r i e n c e  in the field. E x a m i n e r s  r e c o m m e n d e d  
the a p p l i c a n t  o b t a i n  s p e c i f i c  a r e a  e x p e r i e n c e  a l o n g  w i t h  
spring, l a t e  fall, a n d  w i n t e r  e x p e r i e n c e .  O n e  m o n t h  later, 
the a p p l i c a n t  t o o k  the o r a l  e x a m i n a t i o n  again, a n d  w a s  
p a s s e d  b y  a n  e x a m i n a t i o n  c o m m i t t e e  m a d e  up o f  t h r e e  d i f f e r e n t  
e x a m i n e r s .

G L C B  a p p e a r s  to h a v e  d e m o n s t r a t e d  its o w n  d o u b t s  r e g a r d i n g  
the v a l i d i t y  o f  o r a l  e x a m i n a t i o n  r e s u l t s .  G L C B ' s  r e g u l a t i o n  
12 A A C  3 8 . 0 1 0 ( c ) ,  st a t e s  the f a i l u r e  to a c h i e v e  a p a s s i n g  
s c o r e  o n  e i t h e r  s e c t i o n  of the e x a m i n a t i o n  c o n s t i t u t e s  
f a i l u r e  o f  the e n t i r e  e x a m i n a t i o n .  H o w e v e r ,  on s e v e r a l  
o c c a s i o n s ,  a f t e r  h a v i n g  b e e n  p e t i t i o n e d  b y  a p p l i c a n t s  w h o  
p a s s e d  the w r i t t e n  p o r t i o n  of the e x a m  w h i l e  f a i l i n g  the 
o r a l  p o r t i o n ,  the B o a r d  w a i v e d  the r e q u i r e m e n t  that the 
w r i t t e n  p o r t i o n  o f  the e x a m i n a t i o n  b e  r e t a k e n .

T h e  la c k  of s p e c i f i c  g u i d e l i n e s  d i c t a t i n g  the o b j e c t i v e  
a d m i n i s t r a t i o n  of the o r a l  p o r t i o n  o f  the r e g i s t e r e d  g u i d e  
e x a m i n a t i o n  h a s  r e s u l t e d  in i n c o n s i s t e n t  c o n t e n t  a n d  g r a d i n g  
b e t w e e n  i n d i v i d u a l  e x a m i n a t i o n s .  T h e  l i k e l i h o o d  of e x a m  
p a s s a g e  is as m u c h  a f f e c t e d  b y  w h o  the e x a m i n e r s  are a n d  
t h e i r  i n d i v i d u a l  j u d g e m e n t  as it is by  the k n o w l e d g e  and 
c o m p e t e n c e  o f  the a p p l i c a n t .

S t r u c t u r e d  g u i d e l i n e s  g o v e r n i n g  the a d m i n i s t r a t i o n  o f  the 
o r a l  p o r t i o n  of the r e g i s t e r e d  g u i d e  e x a m i n a t i o n  s h o u l d  b e  
i m p l e m e n t e d  b y  GLCB. T h e s e  g u i d e l i n e s  n e e d  to p r o v i d e  
e x a m i n e r s  w i t h  s p e c i f i c  d i r e c t i o n s  as to e x a m i n a t i o n  q u e s­
tions to be  a s k e d  a n d  t h e i r  a s s i g n e d  g r a d i n g  v a l ues.
If i m p l e m e n t e d ,  s t r u c t u r e d  g u i d e l i n e s  w i l l  p r o v i d e  a m o r e  
o b j e c t i v e  m e a n s  of a d m i n i s t e r i n g  the e x a m i n a t i o n .  This 
w i l l  p r o v i d e  the B o a r d  w i t h  m o r e  of a f a i r  a n d  c o n s i s t e n t  
test o f  a p p l i c a n t  c o m p e t e n c e .
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G L C B  s h o u l d  s e e k  b o t h  s t a t u t o r y  a n d  r e g u l a t o r y  c h a n g e s  in 
o r d e r  to i m p r o v e  the p r o t e c t i o n  of the p u b l i c  f r o m  u n e t h i c a l  
g u i d i n g  p r a c t i c e s .

O n e  o f  the p r i m a r y  p u r p o s e s  o f  l i c e n s i n g  a n d  r e g u l a t i n g  
g u i d e s  is to p r o t e c t  the p u b l i c  f r o m  u n e t h i c a l  g u i d i n g  
p r a c t i c e s .  W e  i d e n t i f i e d  r e g u l a t i o n s  a n d  s t a t u t e s  that 
s erve to b l o c k  e f f e c t i v e  c o n s u m e r  p r o t e c t i o n  a c t i o n  on the 
p a r t  of G L C B  a n d  serves to p r o t e c t  g u i d e s  at the e x p e n s e  of 
the p u b l i c .  W e  r e c o m m e n d  that G L C B  e n h a n c e  its c o n s u m e r  
p r o t e c t i o n  r e s p o n s i b i l i t i e s  b y  t a k i n g  the f o l l o w i n g  actions:

A. P u r s u e  a m e n d m e n t  of s t a t u t e s  that l i m i t  G L C B ' s  a u t h o r i t y  
to d i s c i p l i n e  g u i d e s  for u n e t h i c a l  activ i t y .

B. A d o p t  r e g u l a t i o n s  a n d / o r  r e c o m m e n d  l e g i s l a t i o n  to 
r e q u i r e  g u i d e s  to p o s t  p e r f o r m a n c e  bonds.

S t a t u t o r y  C o n s t r a i n t s  to E f f e c t i v e  D i s c i p l i n a r y  A c t i o n

A l a s k a  S t a t u t e  0 8 . 5 4 . 2 0 0 ( a ) ( 1 )  does n o t  a l l o w  the B o a r d  to 
c o n s i d e r  c o m p l a i n t s  of u n e t h i c a l  or i n c o m p e t e n t  g u i d i n g  
p r a c t i c e s  u n t i l  r e c e i v i n g  c o m p l a i n t s  f r o m  "... t h r e e  or 
m o r e  c l i e n t s  [hunters] of  s e p a r a t e  [hunting] p a r t i e s . "

In the c o u r s e  o f  our r e v i e w  w e  f o u n d  f o u r  i n s t a n c e s  w h e r e  
g u i d e s  h a d  two a l l e g a t i o n s  o f  u n e t h i c a l  g u i d i n g  a c t i v i t y ,  
as d e f i n e d  b y  G L C B ' s  r e g u l a t i o n s ,  b u t  s t i l l  h a d  n o t  b e e n  
b r o u g h t  b e f o r e  the B o a r d  for r e v iew. L a w  e n f o r c e m e n t  
o f f i c i a l s  t o l d  us that the s t a t u t e  r e q u i r i n g  t h r e e  s e p a r a t e  
c o m p l a i n t s  w a s  p a r t i c u l a r l y  o n e r o u s  for e f f e c t i v e  r e s o l u t i o n  
o f  c o n s u m e r  c o m p l a i n t s .  L a w  e n f o r c e m e n t  o f f i c i a l s  are put 
in the p o s i t i o n  o f  c o n s u m e r  o m b u d s m a n ,  t r y i n g  to m e d i a t e  a n d  
n e g o t i a t e  s e t t l e m e n t s  of h u n t e r - a n d - g u i d e  or g u i d e - a n d - g u i d e  
d i s p u t e s .

G L C B ' s  e f f e c t i v e n e s s  a n d  v i s i b i l i t y  w o u l d  b e  e n h a n c e d  if all 
a l l e g a t i o n s  r e g a r d i n g  u n e t h i c a l  g u i d e  p r a c t i c e s  w a s  b r o u g h t  
to it for r e v i e w  on a c a s e - b y - c a s e  basis. It a p p e a r s  that 
the i n t e n t  of the s t a t u t e  w a s  to k e e p  do w n  the n u m b e r  of 
f r i v o l o u s  a n d  u n f o u n d e d  c o m p l a i n t s  a g a i n s t  guides. O t h e r  
p r o f e s s i o n a l  l i c e n s i n g  b o a r d s  l i s t e n  to, a n d  so r t  through, 
all c a s e s  a n d  c o m p l a i n t s ,  n o  m a t t e r  h o w  trivial, as a m e a n s  
of k e e p i n g  a p p r i s e d  of the c o n d u c t  of t h e i r  l i c e n s e e s .  We  
r e c o m m e n d  that G L C B  b e g i n  d o i n g  the same.

B o n d i n g  of G u i d e s

A l m o s t  all h u n t e r s  w h o  use g u i d i n g  s e r v i c e s  are n o n - r e s i­
dents, a large n u m b e r  f r o m  o u t s i d e  of  the U n i t e d  States.
As  a r e s ult, w h e n  d i s p u t e s  a r i s e  b e t w e e n  g u i d e s  a n d  h u n t e r s  
it is o f t e n  v e r y  d i f f i c u l t  a n d  e x p e n s i v e  for the c o m p l a i n i n g

R e c o mmendation No. 5
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h u n t e r  to s e e k  l e gal r e m e d i e s  or i m p l e m e n t  a d m i n i s t r a t i v e  
a c t ion. T h i s  d i f f i c u l t y  is c o m p o u n d e d  b y  the t h r e e  c o m­
p l a i n t  r e q u i r e m e n t  of  the s t a t u t e s  d i s c u s s e d  p r e v i o u s l y .

In the c o u r s e  of  o u r  review, w e  n o t e d  four cases w h e r e  a 
n o n - r e s i d e n t  h u n t e r  a n d  g u i d e  w e r e  d i s p u t i n g  the r e f u n d a -  
b i l i t y  o f  a d eposit. One e xample, two o u t - o f - s t a t e  h u n t e r s  
sent in d e p o s i t s  of $2,500 six m o n t h s  in a d v a n c e  of a hunt. 
J u s t  p r i o r  to t h e i r  d e p a r t u r e  for A l a s k a ,  the g u i d e  n o t i f i e d  
t h e m  that h e  w o u l d  h a v e  to c a n c e l  t h e i r  hunt. He o f f e r e d  to 
a p p l y  t h e i r  d e p o s i t s  to a h u n t  the n e x t  year, b u t  the h u n t e r s  
d e c i d e d  t h e y  w a n t e d  a refund. T h e  g u i d e  did n o t  r e s p o n d  to 
r e q u e s t s ,  a n d  due to the s t a t u t o r y  t h r e e  c o m p l a i n t  r e q u i r e­
ment, l a w  e n f o r c e m e n t  o f f i c i a l s  w e r e  n o t  a b l e  to b r i n g  the 
d i s p u t e  b e f o r e  GLCB. T h e  two h u n t e r s  r e t a i n e d  a F a i r b a n k s  
a t t o r n e y  to p u r s u e  l e g a l  r e m e d i e s , b u t  so o n  a b a n d o n e d  the 
e f f o r t  due to costs of l i t i g a t i o n .

W e  r e c o m m e n d  that G L C B  p u r s u e  the n e c e s s a r y  s t a t u t o r y  and 
r e g u l a t o r y  c h a n g e s  that w o u l d  i m p l e m e n t  a m a n d a t o r y  r e q u i r e­
m e n t  th a t  g u i d e s  p o s t  p e r f o r m a n c e  bo n d s .  P e r f o r m a n c e  b o n d s  
w o u l d  a l l o w  h u n t e r s  w i t h  l e g i t i m a t e  g r i e v a n c e s  a n d  cl a i m s  
a g a i n s t  g u i d e s  an easier, less e x p e n s i v e  a l t e r n a t i v e  in 
o b t a i n i n g  s e t t l e m e n t  of t h e i r  claims. G u i d i n g  is a large 
i n d u s t r y  in the State. It is i m p o r t a n t  that G L C B  do all 
it can to m a i n t a i n  the i n t e g r i t y  of the g u i d i n g  i n d u s t r y  
a n d  u p h o l d  the r e p u t a t i o n  of the A l a s k a n  gui d e s  w i t h  h u n t e r s  
o u t s i d e  of the State. The B o a r d  s h o u l d  r e c o g n i z e  the u n i q u e  
t y p e  o f  c o n s u m e r  f o r  g u i d e  s e r v i c e s  a n d  take steps to 
a d e q u a t e l y  p r o t e c t  the i n t e r e s t  of the o u t - o f - s t a t e  h u n t e r /  
c o n s u m e r .
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ANALYSIS OF PUBLIC NEED

L i m i t e d  A n a l y s i s

T h e  f o l l o w i n g  atialyses i n d i c a t e  b o t h  p o s i t i v e  a n d  n e g a t i v e  
f a c t o r s  as t h e y  r e l a t e  to the p u b l i c  n e e d  as d e f i n e d  in the 
" s u n s e t "  law. T h e s e  a n a ' y s e s  are n o t  i n t e n d e d  to b e  c o m p r e­
hen si v e ,  b u t  to a d d r e s s  t h o s e  a r e a s  w e  w e r e  a b l e  to c o v e r  
d u r i n g  our review.

I . The e x t e n t  to w h i c h  the board, c o m m i s s i o n ,  or p r o g r a m  
has o p e r a t e d  in the p u b l i c  i n t e r e s t .

A. The B o a r d  h a s  a d o p t e d  r e g u l a t i o n s  d e f i n i n g  
u n e t h i c a l  c o n d u c t  w h i c h  c l a r i f y  a n d  s t r e n g t h e n  
the p r o f e s s i o n a l ' s  r e s p o n s i b i l i t y  to the public.

B. The B o a r d  does n o t  c o n s i s t e n t l y  r e v i e w  the 
D e p a r t m e n t  o f  F i s h  a n d  G a m e  g a m e  m a n a g e m e n t  
i n f o r m a t i o n  p r i o r  to a s s i g n m e n t  or t r a n s f e r  of an 
e x c l u s i v e  g u i d i n g  a r e a  (EGA) (see R e c o m m e n d a t i o n  
No. 1).

I I . The e x t e n t  to w h i c h  the o p e r a t i o n  of  the board,
co m m i s s i o n ,  or a g e n c y  p r o g r a m  h a s  b e e n  i m p e d e d  or 
e n h a n c e d  b y  e x i s t i n g  s t a t u t e s ,  p r o c e d u r e s ,  a n d  p r a c­
tices w h i c h  it has ad o p t e d ,  a n d  a n y  o t h e r  matter, 
i n c l u d i n g  b u d g e t a r y ,  r e s o u r c e ,  a n d  p e r s o n n e l  m a t t e r s .

A. R e g u l a t i o n  12 A A C  3 8 . 0 5 4 ( b )  a l l o w s  an E G A  p e r m i t  
h o l d e r  to d e s i g n a t e  the q u a l i f i e d  g u i d e  to w h o m  
he w i s h e s  to t r a n s f e r  h i s  g u i d e  area. T h e s e  
t r a n s f e r s  o f t e n  ta k e  p r e c e d e n c e  o v e r  o t h e r  g u i d e  
a r e a  a s s i g n m e n t  c r i t e r i a  s u c h  as j o i n t  u s e r  
o b j e c t i o n s ,  e x p e r i e n c e  in the ga m e  unit, or game 
m a n a g e m e n t  c o n s i d e r a t i o n s  (see R e c o m m e n d a t i o n  
No. 3).

B. A l a s k a  S t a t u t e  0 8 . 5 4 . 2 0 0 ( a ) ( 1 )  does n o t  a l l o w  
the B o a r d  to c o n s i d e r  c o m p l a i n t s  o f  u n e t h i c a l
or i n c o m p e t e n t  g u i d i n g  p r a c t i c e s  u n t i l  r e c e i v i n g  
c o m p l a i n t s  f r o m  t h r e e  or m o r e  c l i e n t s  of s e p a r a t e  
p a r t i e s  r e g a r d l e s s  o f  the p o t e n t i a l  m a g n i t u d e  of 
the u n e t h i c a l  act (see R e c o m m e n d a t i o n  No. 5).

I l l . T h e  e x t e n t  to w h i c h  the hoard, c o m m i s s i o n ,  or a g e n c y  
has r e c o m m e n d e d  s t a t u t o r y  c h a n g e s  w h i c h  are g e n e r a l l y  
of b e n e f i t  to the p u b l i c  i n t e r e s t . ~

A. S e n a t e  B i l l  No. 294, w h i c h  w a s  i n t r o d u c e d  in 
A p r i l  1985 b y  the R e s o u r c e s  C o m m i t t e e ,  c o n t a i n s  
the f o l l o w i n g  i t ems w h i c h  s h o u l d  e n h a n c e  p u b l i c  
p r o t e c t i o n  if r a t i f i e d :
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1. A n  a m e n d m e n t  to AS 0 8 . 5 4 . 0 1 0  w o u l d  i n c r e a s e  
game m a n a g e m e n t  c o n s i d e r a t i o n s  in r e g u l a t i n g  
g u i d e  a c t i v i t i e s  (see R e c o m m e n d a t i o n  No. 2).

2. A n  a m e n d m e n t  to A S  0 8 . 5 4 . 0 4 0  and a p r o p o s e d  
n e w  s e c t i o n  (AS 0 8 . 5 4 . 1 9 5 )  w o u l d  r e q u i r e  
c o n s i s t e n c y  in p r o c e d u r e s  u s e d  in a l l o c a t i n g  
E G A s  (see R e c o m m e n d a t i o n  No. 1).

3. N e w  s e c t i o n s  w o u l d  r e q u i r e  t h ose g u i d e s  that 
c o n t r a c t  w i t h  m o r e  t h a n  one c l i e n t  at a time 
(an o u t f i t t e r )  to m a i n t a i n  a s u r e t y  b o n d  of 
$5 , 0 0 0  (see R e c o m m e n d a t i o n  No. 5).

4. The b i l l  w o u l d  r e q u i r e  c l o s e r  s u p e r v i s i o n  
o v e r  a s s i s t a n t  g u i d e s  w h i l e  in the field.

5. U n e t h i c a l  a c t i v i t i e s  w o u l d  b e  a m e n d e d  to 
i n c l u d e  u n s a f e  or u n s p o r t s m a n l i k e  a c t i o n s  
that a r e  d e t r i m e n t a l  to the g a m e  r e s o u r c e s  
o f  the State.

6. S t a t u t e s  d i c t a t i n g  q u a l i f i c a t i o n s  for, and 
r e s t r i c t i o n s  on, t r a n s p o r t e r s  w o u l d  be 
r e p e a l e d .  M a n y  of the s e r v i c e s  n o w  b e i n g  
p r o v i d e d  b y  t r a n s p o r t e r s  w o u l d  be s u b j e c t  to 
the p r o p o s e d  o u t f i t t e r  s t a t u t e s  c o n t a i n e d  in 
this bill.

B. A d d i t i o n a l  p o r t i o n s  o f  SB 294 w h i c h  do n o t  a p p e a r
to us to be  in the p u b l i c ' s  b e s t  i n t e r e s t  are as
f o l l o w s :

1. C u r r e n t  l a w  l i m i t s  the n u m b e r  o f  B o a r d  
m e m b e r s  t h a t  h a v e  g u i d e  l i c e n s e s  to n o  m o r e  
t h a n  t h r e e  o f  the s e v e n  m e m b e r s .  SB 2 9 4 ' s 
a m e n d m e n t  of AS  0 8 . 5 4 . 0 1 0  w o u l d  r e q u i r e  that 
at l e a s t  t h ree B o a r d  m e m b e r s  b e  a c t i v e  gu i d e s  
T h i s  a m e n d m e n t  w o u l d  i n c r e a s e  the p o t e n t i a l  
for e x p a n d i n g  the n u m b e r  of  i n d u s t r y  m e m b e r s  
o n  the B o a r d  at the e x p e n s e  of p u b l i c  p a r t i­
cipat i o n .

2. C u r r e n t l y ,  AS 0 8 . 5 4 . 2 0 0 ( a ) ( 1 )  does n o t  a l l o w  
the B o a r d  to c o n s i d e r  c o m p l a i n t s  of u n e t h i c a l  
or i n c o m p e t e n t  g u i d i n g  p r a c t i c e s  u n t i l  r e c e i v  
ing c o m p l a i n t s  f r o m  t h r e e  or m o r e  h u n t e r s  of 
s e p a r a t e  p a r t i e s .  SB 294 c o n t a i n s  an a m e n d­
m e n t  of this s t a t u t e  w h i c h  w o u l d  r e q u i r e  that 
t h e s e  c o m p l a i n t s  b e  r e c e i v e d  w i t h i n  five 
y e a r s  p r i o r  to the h e a r i n g  date. This w o u l d  
c o m p o u n d  t h o s e  p r o b l e m s  o u t l i n e d  in R e c o m m e n­
d a t i o n  N o . 5.
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3. C u r r e n t l y ,  AS  0 8 . 5 4 . 2 1 0 ( a ) ( 6 )  m a k e s  it 
u n l a w f u l  for a m a s t e r  or r e g i s t e r e d  g u i d e  to 
e m p l o y  or s u p e r v i s e  m o r e  t h a n  t h r e e  a s s i s t a n t  
g u i d e s  at the same time.

SB 294 w o u l d  r e p e a l  this s t a t u t e  and c o u l d  
a l l o w  a m a s t e r  or r e g i s t e r e d  g u i d e  to e m p l o y  
m o r e  a s s i s t a n t s  t h a n  t h e y  are c a p a b l e  of 
e f f e c t i v e l y  s u p e r v i s i n g .  T h e  e x p e r i e n c e  
a n d  p r o f e s s i o n a l  j u d g e m e n t  of  the m a s t e r  or 
r e g i s t e r e d  g u i d e  m a y  n o t  be a v a i l a b l e  to 
c l i e n t s  w h e n  n e e d e d .

A l a s k a  S t a t u t e  0 8 . 5 4 . 1 4 1  o f  this b i l l  al s o  
p r o v i d e s  that a s s i s t a n t  g u i d e s  s h a l l  be 
s u p e r v i s e d  at all times w h i l e  in the f i e l d  on 
g u i d e d  hunts. T h e  p o t e n t i a l  p r o b l e m  n o t e d  
a b o v e  w i l l  d e p e n d  on e n a c t m e n t  o f  this n e w  
s e c t i o n  and o n  the B o a r d rs i n t e r p r e t a t i o n  of 
the t e r m  " s u p e r v i s e d . "

4. E n a c t m e n t  of a m e n d m e n t s  to A S  0 8 . 5 4 . 2 0 0 ( c ) ( 3 )  
m a y  u n n e c e s s a r i l y  r e s t r i c t  t h o s e  h u n t i n g  
s t a t u t e s  or r e g u l a t i o n s  u p o n  w h i c h  the B o a r d  
c a n  take d i s c i p l i n a r y  action.

IV. The e x t e n t  to w h i c h  the board, c o m m i s s i o n ,  or a g e n c y  
has e n c o u r a g e d  i n t e r e s t e d  p e r s o n s  to r e p o r t  to it 
c o n c e r n i n g  the e f f e c t  of its r e g u l a t i o n s  a n d  d e c i s i o n s  
on the e f f e c t i v e n e s s  of  service, e c o n o m y  o f  service, 
a n d  a v a i l a b i l i t y  of s e r v i c e  w h i c h  it has p r o v i d e d .

A. The p u b l i c  is i n v i t e d  to a t t e n d  B o a r d  m e e t i n g s  
a n d  to gi v e  t h e i r  i n p u t  a b o u t  the w o r k i n g s  of the 
Board. N o t i c e s  of  m e e t i n g s  are a d v e r t i s e d  in at 
le ast five n e w s p a p e r s  t h r o u g h o u t  the State. In 
a d d i t i o n ,  g u i d e s  are n o t i f i e d  b y  r e g i s t e r e d  m a i l  
o f  m e e t i n g s  that m i g h t  a f f e c t  them.

B. P u b l i c a t i o n  of  m e e t i n g  i n f o r m a t i o n  does n o t
a l w a y s  p r e c e d e  the m e e t i n g  b y  a r e a s o n a b l e  time 
period. W e  f o u n d  t h a t  the p u b l i c  w a s  g i v e n  less
than a one w e e k  n o t i c e  for two of  the last e l e v e n
B o a r d  m e e t i n g s .

C. T e l e c o n f e r e n c e  m e e t i n g s  are n o t  b e i n g  n o t i c e d  
p u b l i c l y .  This li m i t s  p u b l i c  i n p u t  at those 
m e e t i n g s  a n d  m a y  l e g a l l y  j e o p a r d i z e  B o a r d  d e c i­
sions a n d  actions.

V. The extent to w h i c h  the board, commission, or agency 
Has encouraged public p a r t i c i p a t i o n  in the m aking  of 
its regulations and d e c i s i o n s !
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VI.

VII.

A. As s t a t e d  u n d e r  IV, the p u b l i c  is i nvited, by- 
p u b l i s h e d  n o t i c e s  in n e w s p a p e r s ,  to a t t e n d  B o a r d  
m e e t i n g s  to g i v e  t h e i r  i n p u t  a b o u t  B o a r d  r e g u l a­
ti o n s  or s u b m i t  w r i t t e n  t e s t i m o n y .

B. T h o s e  p r o b l e m s  n o t e d  in IV B ant. C a b o v e  also 
r e p r e s e n t  p o t e n t i a l  p r o b l e m s  in this p u b l i c  n e e d  
area.

The e f f i c i e n c y  w i t h  w h i c h  p u b l i c  i n q u i r i e s  or c o m­
p l a i n t s  r e g a r d i n g  the a c t i v i t i e s  of the board, c o m­
mi s s i o n ,  or a g e n c y  f i l e d  w i t h  it, w i t h  the d e p a r t m e n t  
to w h i c h  a b o a r d  o r  c o m m i s s i o n  is a d m i n i s t r a t i v e l y  
a s s i g n e d ,  or w i t h  the O f f i c e  of  the O m b u d s m a n  h a v e  
b een p r o c e s s e d  a n d  resolved"!

A. S i n c e  J u l y  1983, ten c o m p l a i n t s  h a v e  b e e n  f i l e d  
w i t h  the O m b u d s m a n ' s  O f f i c e  c o n c e r n i n g  B o a r d  
a c t i v i t y .  O n l y  one of  t h ese c o m p l a i n t s ,  a l l e g i n g  
i m p r o p e r  d e n i a l  o f  a r e g i s t e r e d  g u i d e  license, 
w a s  f o u n d  to b e  j u s t i f i e d .

B. S i n c e  A u g u s t  1984, 19 c o m p l a i n t s  a g a i n s t  g u i d e s  
h a v e  b e e n  s u b m i t t e d  to the D e p a r t m e n t  of C o m m e r c e  
a n d  E c o n o m i c  D e v e l o p m e n t ,  D i v i s i o n  of O c c u p a t i o n a l  
L i c e n s i n g  for i n v e s t i g a t i o n .  T h e s e  cases a p p e a r  
to h a v e  b e e n  i n v e s t i g a t e d  in a r e a s o n a b l e  f a s h i o n  
a n d  are p e n d i n g  B o a r d  a c t i o n  or c o u r t  ru l i n g s .

C. A s  m e n t i o n e d  in III a b o v e  a n d  in R e c o m m e n d a t i o n  
No. 5, AS 0 8 . 5 4 . 2 0 0 ( a ) ( 1 )  does n o t  a l l o w  the 
B o a r d  to c o n s i d e r  c o m p l a i n t s  of  u n e t h i c a l  or 
i n c o m p e t e n t  g u i d i n g  p r a c t i c e s  u n t i l  r e c e i v i n g  
c o m p l a i n t s  f r o m  t h r e e  or m o r e  h u n t e r s  of s e p a r a t e  
p a r t i e s .

The e x t e n t  to w h i c h  a b o a r d  or c o m m i s s i o n  w h i c h  
r e g u l a t e s  e n t r y  i n t o  an o c c u p a t i o n  or p r o f e s s i o n  h a s  
p r e s e n t e d  q u a l i f i e d  a p p l i c a n t s  to s e r v e  the p u b l i c .

A. As of  S e p t e m b e r  1985, 46 m a s t e r  g u i d e s  and 361 
r e g i s t e r e d  g u i d e s  w e r e  l i c e n s e d  in A l a s k a .  T h e s e  
i n d i v i d u a l s  w e r e  r e q u i r e d  to pass b o t h  a w r i t t e n  
a n d  an  o r a l  exam, as w e l l  as o b t a i n i n g  p r a c t i c a l  
e x p e r i e n c e  in the field, p r i o r  to l i c e n s u r e .

B. T h e  o r a l  p o r t i o n  o f  the r e g i s t e r e d  g u i d e  e x a m i­
n a t i o n  is a r b i t r a r y  a n d  i n c o n s i s t e n t  in  c o n t e n t  
a n d  gra d i n g .  T h i s  is b e c a u s e  the e x a m i n a t i o n  
c o n t e n t  a n d  g r a d i n g  g u i d e l i n e s  are le f t  to the 
d i s c r e t i o n  of the i n d i v i d u a l  e x a m i n e r s  (see 
R e c o m m e n d a t i o n  No. 4).
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VIII. The e x t e n t  to w h i c h  S t a t e  p e r s o n n e l  p r a c t i c e s ,
including; a f f i r m a t i v e  a c t i o n  r e q u i r e m e n t s ,  h a v e  b e e n  
c o m p l i e d  w i t h  by the board, c o m m i s s i o n ,  or a g e n c y  to 
its o w n  a c t i v i t i e s  a n d  the a r e a  of a c t i v i t y  of 
i n t e r e s t .

A. The B o a r d  e s t a b l i s h e d  12 A A C  3 8 . 0 1 0 ( c )  w h e r e b y  an 
a p p l i c a n t  for l i c e n s u r e  who:

b e c a u s e  o f  a l a n g u a g e  b a r r i e r ,  is u n a b l e  
to r e a d  a n d  c o m p e t e n t l y  u n d e r s t a n d  the 
E n g l i s h  l a n g u a g e  m a y  be  e x c u s e d  f r o m  t a k i n g  
the w r i t t e n  e x a m i n a t i o n ,  a n d  m a y  be i s s u e d  
a l i c e n s e  b a s e d  on  s u c c e s s f u l  c o m p l e t i o n  
of the o r a l  p o r t i o n  of the e x a m i n a t i o n  
a n d  d e m o n s t r a t i o n  of  his c a p a b i l i t i e s  and 
e x p e r i e n c e .

B. R e g u l a t i o n s  a l s o  p r o v i d e  t h a t  w h e n  a s s i g n i n g  
g u i d e  area pe r m i t s ,

the b o a r d  w i l l  g i v e  p r e f e r e n c e  to 
q u a l i f y i n g  g u i d e s  w h o s e  p e r m a n e n t  
r e s i d e n c e  is w i t h i n  the d i s t r i c t  in 
w h i c h  the a r e a  is located.

IX. The e x t e n t  to w h i c h  s t a t u t o r y ,  r e g u l a t o r y ,  b u d g e t i n g ,
or o t h e r  c h a n g e s  a r e  n e c e s s a r y  to e n a b l e  the agency,
b o a r d  or c o m m i s s i o n  to b e t t e r  s e r v e  the i n t e r e s t s  of
the p u b l i c  and to c o m p l y  w i t h  the f a c t o r s  e n u m e r a t e d  ' 
in this s u b s e c t i o n .

P l e a s e  r e f e r  to the p r e v i o u s  s e ction, F i n d i n g s  and 
R e c o m m e n d a t i o n s .
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A P P E N D I X  A 

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

June 30, 1985 
(UNAUDITED)
(Note 1)

F Y  83 F Y  84 F Y  85

R e v e n u e s  ( S c h e d u l e  1, N o t e  2) $ 4 6 , 0 0 0  $ 5 3 , 7 3 5  $ 8 8 , 6 7 8

E x p e n d i t u r e s  (Note 3) 21 , 6 6 3  13,483 11,777

E x c e s s  of R e v e n u e s
o v e r  E x p e n d i t u r e s  $ 2 4 . 3 3 7  $ 4 0 . 2 5 2  $76.901

S c h e d u l e  1 
T y p e s  of R e v e n u e s  

(Note 4)

R e v e n u e s

M a s t e r  G u i d e  L i c e n s e  
R e g i s t e r e d  G u i d e  L i c e n s e  
C l a s s - A  A s s i s t a n t  G u i d e  

L i c e n s e  
A s s i s t a n t  G u i d e  L i c e n s e  
T r a n s p o r t e r  L i c e n s e  
A p p l i c a t i o n  F o r  A  G u i d e  

E x a m i n a t i o n

A m o u n t

$150
150

30
2 0
10

25

C o l l e c t i o n  T i m e

B i e n n i a l l y
B i e n n i a l l y

B i e n n i a l l y
B i e n n i a l l y
B i e n n i a l l y

W i t h  A p p l i c a t i o n

N o t e  1

T h i s  r e v e n u e / e x p e n d i t u r e  c o m p a r i s o n  w a s  p r e p a r e d  f r o m  a v a i l­
abl e  r e p o r t s  p r e p a r e d  b y  O c c u p a t i o n a l  L i c e n s i n g  p e r s o n n e l .  
T h e  r e c o r d s  w e r e  n o t  a u d i t e d  b y  us and, a c c o r d i n g l y ,  we do 
n o t  e x p r e s s  a n  o p i n i o n  on the B o a r d ' s  R e v e n u e s  C o m p a r e d  w i t h  
E x p e n d i t u r e s .

N o t e  2

R e v e n u e  a m o u n t s  r e p o r t e d  do n o t  i n c l u d e  r e v e n u e  o b t a i n e d  
f r o m  the sale of g a m e  ta g s  or h u n t i n g  licenses. T h e y  o n l y  
i n c l u d e  r e v e n u e  o b t a i n e d  f r o m  fees r e q u i r e d  to o b t a i n  a n d / o r  
r e n e w  g u i d e  licenses.
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Note 3

E x p e n d i t u r e s  c o n s i s t  of d i r e c t  c osts r e s u l t i n g  f r o m  B o a r d  
a c t i v i t i e s .  T h e s e  i n c l u d e  m i s c e l l a n e o u s  c o n t r a c t u a l ,  
travel, a n d  p e r  d i e m  c o sts i n c u r r e d  by  B o a r d  m e m b e r s  a n d  the 
B o a r d ' s  l i c e n s i n g  e x a m i n e r .  The a m o u n t s  do n o t  i n c l u d e  the 
a d m i n i s t r a t i v e  e x p e n d i t u r e s  o f  the D i v i s i o n  of O c c u p a t i o n a l  
L i c e n s i n g  s u c h  as e m p l o y e e  s a l a r i e s  or the e x p e n d i t u r e s  m a d e  
to o t h e r  d e p a r t m e n t s  s u c h  as the D e p a r t m e n t  of Law, w h i c h  
a s s i s t  the b o a r d s  a n d  the D i v i s i o n .

N o t e  4

A m o u n t s  r e f l e c t e d  a r e  t h o s e  e s t a b l i s h e d  b y  s t a t u t e  for 
FY  85. C h a p t e r  37, S L A  1985 p r o v i d e s  that the D e p a r t m e n t  
of  C o m m e r c e  a n d  E c o n o m i c  D e v e l o p m e n t  s h a l l  set l i c e n s e  fees 
e f f e c t i v e  u p o n  a d o p t i o n  of  sa i d  r e g u l a t i o n s .
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G U I D E  L I C E N S I N G  A N D  C O N T R O L  B O A R D  
E X A M I N A T I O N  S T A T I S T I C S

A P P E N D I X  B

N u m b e r  of  E x a m i n a t i o n s  G i v e n  in F Y  1 9 8 4 - 1 9 8 5  (Note 1)

F i s c a l  W r i t t e n  E x a m  O r a l  E x a m
Y e a r  P a s s e s  F a i l s  P a s s e s  F a i l s  T o t a l

1984 22 13 26 7 41

1985 19 9 17 4 30

N o t e  1

L i c e n s u r e  as a r e g i s t e r e d  g u i d e  r e q u i r e s  a p a s s i n g  s c o r e  on 
b o t h  a w r i t t e n  a n d  o r a l  e x a m i n a t i o n .  L i c e n s u r e  as a m a s t e r  
g u i d e  r e q u i r e s  a p a s s i n g  s c o r e  on an o r a l  e x a m i n a t i o n  only. 
T.icensure as a s s i s t a n t  g u i d e s  and t r a n s p o r t e r s  does n o t  
r e q u i r e  e x a m i n a t i o n .
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G U I D E  L I C E N S I N G  A N D  C O N T R O L  B O A R D  
A D M I N I S T R A T I V E  S T A T I S T I C S  

S e p t e m b e r  30, 1985

A P P E N D I X  C

C u r r e n t l y  L i c e n s e d

M a s t e r  G u i d e s  A 6

R e g i s t e r e d  G u i d e s  361

C l a s s - A  A s s i s t a n t  G u i d e s  139

A s s i s t a n t  G u i d e s  829

T r a n s p o r t e r s  141

B o a r d  M e e t i n g s  B e t w e e n  
J u l y  1, 1983 a n d  J u n e  30, 1985

J u l y  17-22, 1983

O c t o b e r  25-26, 1983

D e c e m b e r  7-13, 1983

M a r c h  12-17, 1984

D e c e m b e r  13-14, 1984

F e b r u a r y  9-17, 1985

M a r c h  18-19, 1985
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December 2 3 ,  1985

BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  C O M M E R C E  Sc 
E C O N O M I C  D E V E L O P M E N T

DIVISION OF OCCUPATIONAL LICENSING

POUCHD
JUNEAU. A LA SKA 99811 

PHONE: 19071 465-2534

Mr. G e ra ld  L .  W i lk e r s on  
L e g i s l a t i v e  A ud i t o r  
L e g i s l a t i v e  Aud i t  D i v i s i o n  
Pouch W
Juneau , AK 99811 

Dear Mr. W i l k e r s o n :

Re: P r e l im i n a r y  Aud i t  F ind ings
Guide L i c e n s i n g  and C on t r o l  Board

Thank you f o r  t h e  o p p o r t u n i t y  t o  comment on y ou r  p r e l im i n a r y  a u d i t  r e p o r t  
on the  Guide L i c en s ing  and C on t r o l  Boa rd .

Our p o s i t i o n  remains the  same f r om  p re v i ou s  co r r e spondence  in  t h a t ,  we 
concur w ith  y ou r  f i n d i n g s  and recommendat ions , and a l s o  s uppo r t  c o n t i n ­
u a t i o n  o f  the  b oa rd .  We once aga in o f f e r  the  f o l l o w i n g  comments r eg a rd in g  
you r  recommendations:

In r e f e r e n c e  t o  recommendation # 1 ,  i t  i s  impo r t an t  t o  no t e  t h a t  many 
o f  the  a c t i o n s  o r  d e c i s i o n s  made by the  Guide L i c en s i n g  and Con t ro l  
Board were made upon adv ic e  and suppo r t  o f  counse l  f r om  th e  Department 
o f  Law. Th is  i s  done e s p e c i a l l y  in  r e l a t i o n  t o  y o u r  f i n d i n g  t h a t  
he a r ing  o f f i c e r  d e c i s i o n s  a r e  r e p l a c i n g  t h a t  o f  the  Guide L icen s ing  
and C on t ro l  Board where s e t t i n g  quo tas  f o r  gu ides  a r e  conce rned .  How­
e v e r ,  we b e l i e v e  the  board has demonst ra ted an hones t  e f f o r t  t o  ac t  
a c c o r d i n g l y  w i th in  the  pa ramete rs  o f  what th e y  pe r c e iv ed  t o  be c o r ­
r e c t ,  based on l e g a l  a d v i c e .

Regard ing recommendation # 4 ,  t h i s  m a t te r  was b rough t  t o  t h e  a t t e n t i o n  
o f  the  board by s t a f f  o f  the  D i v i s i o n  o f  Occupa t iona l  L i c en s ing  du r ing  
p r e v i ou s  board mee t ings .  A lthough the  board d id  acknowledge the  need 
t o  add ress  t h i s  i s s u e ,  no t ime was g iven t o  add re s s  the  o r a l  examina­
t i o n  For r e g i s t e r e d  gu id es .

LEGfSLATiVS
AUD!T
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Mr. Gerald L. Wilkerson -2- December 23, 1985

We s t r o n g l y  suppo r t  y ou r  sugges t ion s  in recommendation #5 and f e e l  
t h a t ,  a l t hough  pe r fo rmance bonds pos ted by maste r  and r e g i s t e r e d  
gu ides may no t  be e n t i r e l y  adequate t o  r e c t i f y  a l l  c om p la i n t s ,  i t  
would c e r t a i n l y  a l l ow  some means o f  r e s t i t u t i o n  f o r  i n j u r e d  p a r t i e s  
f r om  r e c e i v i n g  un e th i c a l  s e r v i c e s .

Thank you once aga in  f o r  t h e  o p p o r t u n i t y  t o  comment on you r  f i n d i n g s  and 
f o r  y ou r  c o o p e r a t i o n .

S i n c e r e l y

Commissioner
LHL /sa l4 44s
122385b
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The Legislature

Budget an*? Audit committee

J i m G r i f f i n ,  Auditor

DEC 191965

LEGISLATIVE
AUDIT

R e c o m m e n d a t i o n  $1

The Gui^e Licensing and Control Board (GLC5) uses the Statements 
of Financial Remunerations as proof of use and experience in areas 
when assigning Exclusive Guide Areas (EGA). There have be^n dis­
crepancies in the paste, the last year the GLCB have been adheremg 
closely to the critera of using SFRs. The GT.C3 seeks biological 
and Fish & Game surveys when they are available. This cannot always 
be done. Some areas Fish & Game haven't run surveys or recent 
surveys. Xost of the time, the GLCB dosen't know which areas will 
be before them until the applicant comes before the G1G3 with his 
application. This dosen't allow enough time to obtain the information. 
Ih cases that are held over and coming before the GLCB at a later 
^ate do allow time for soliciting biological information from the 
Fish & Game biologist located in the area involved. I have solicited 
Fish & Game information in several cases that are coming before x  
the GLCB this next meeting in recember 1985.
I hope to get a regulation passed that requires an applicant applying 
for an EGA to obtain this information from the Fish & Game for 
presentation to the GLC3.
Along these lines there also should be a regulation requiring the 
same critera for a transfer be the same as a new applicant. That is 
to show proof of experience in the area as would a new applicant.
And going farther, an applicant for a transfer from an EGA holder 
to himself show proof of working with the EGA holder for a certain 
time. One or two years. Co-signing SFRS could be used as proof as 
well as additional proof,, either in EGAS or joint use areas.

Recommendation

Regulation (12 AAC 38.053 (f ) (1) applies mostly to applications 
for joint use areas and EGAs being applied for by more than one 
guide. The proposal to pass a regulation requiring the applicant 
to obtain Fish & Game biological information on the area applied for 
will help in this area.

Recommendation #3

I do not agree that an EGA holder should have to surrender his EGA 
to the GLCB and not have the opportunity to transfer the EGA to 
a guide of his choice with the approval of the GLCB.
There are many cases where an EGA holder has farmed his area, carefubj# 
not to over harvest, so has improved both game populations and si?e 
of the animals in the area. To enhance game populations and sportsmen 
enjoyment is one purpose of the GLCB.
Financial investments should also be cinsidered in transfers, land, 
buildings and equipment related to guiding in the area.
A g u i d e  who has spent many years building up an area with im­
pr o v e m e n t s  to game populations should certainly have something to 

say about whohs care the area'SXSXKSf comes under. Son, d xaxfrxy 

Taughter, apprentice or aguide who is well qualified to guide in 
the area.
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T h e  G L C B  h a s  a p o l i c y  n o t  t o  i s s u e  a n e w  a p p l i c a n t  a n  a r e a  £  
in j o i n t  u s e .  I n  o t h e r  w o r d s  f i l i n g  o v e r  a n  a r e a  t h a t  is a l r e a d y  
i n  j o i n t  u s e ,  o r  u s e  b y  o n l y  o n e  E G A  h o l d e r .  T h e  G L C B  is w o r k i n g  
t o  e l i m i n a t e  a s  m u c h  j o i n t  u s e  as p o s s i b l e .  T h i s  c a n  o n l y  b e  d o n e  
t h r o u g h  n a t u r a l  a t t r i t i o n .  T h e  G L C B  c a n n o t  c h o o s e  t w o  p e r m i t  h o l d e r s  
o u t  o f  s i x  j o i n t  u s e r s  a n d  p u l l  t h e i r  p e r m i t s  w i t h o u t  d u e  c a u s e .
I d o  t h i n k ,  a n d  i t  h a s  b e e n  t h e  G L C B ; s  p o l i c y  t h e  l a s t  t w o  y e a r s .
A  E g a  h o l d e r  is c o n v i c t e d  of s o m e  v i o l a t i o n  t h a t  m e r i t s  r e v o k i n g  
h i s  a r e a  t h a t  is i n  j o i n t  u s e  w i t h  o t h e r s ,  t h a t  a r e a  w i l l  n o t  b e  

r e a s s i g n e d  X 2 x £ 2 ££KKXEGE lX X  ..
W h e r e  t h e  a r e a  i s  e x t e m e l y  l a r g e  a n d  d o s e n ' t  h a v e  m a n y  j o i n t  u s e r s  
s o m e  l e e w a y  s h o u l d  a p p l y  t o  a n e w  a p p l i c a n t .  T h e  g u i d e  l o s i n g  t h e  
a r e a  s h o u l d  n o t  h a v e  a s a y  o n e  w a y  o r  t h e  o t h e r . i n  t h e  m a t t e r .  
H o w e v e r ,  i n  c a s e s  s u c h  a s  t h i s  v e r y  c a r e f u l  s c r u t i n y  i n  a l l  c r i t e r a  
m u s t  b e  m a d e .  O n e  t h i n g  a l o n g  t h e s e  l i n e s .  A t  o n e  t i m e  t h e  i n t e n t  
o f  G L C B  t o  r e v i e w  a n d  r e a s s e s s  a l l  E G A S .  C o n s i d e r i n g  s i z e ,  u t i l i ­
z a t i o n  a n d  c o n d i t i o n  o f  g a m e  p o p u l a t i o n s .  T h i s  w a s  n e v e r  d o n e ,  
p r i m a r i l y  b e c a u s e  t i m e  a n d  b u d g e t  r e s t r i c t i o n s  w o u l d n ' t  a l l o w  it.

R e c o m m e n d a t i o n  # 4

O r a l  g u i d e  e x a m i n a t i o n s ;

T h e r e  a r e  i n c o n s i s t e n c i e s  in a d m i n i s t e r i n g  o r a l  t e s t s .  T h e  p u r p o s e  
o f  t h e  o r a l  t e s t  i s  t o  d e t e r m i n e  t h e  a p p l i c a t ' s  p r a c t i c a l  f i e l d  
e x p e r i e n c e  a n d  k n o w l e d g e  o f  g a m e  h a b i t s ,  s i z e  a n d  t h e  are/^he is 
b e i n g  t e s t e d  fo r .  M o s t  o f  t h i s  is i m p o s s i b l e  t o  d e t e r m i n e  w i t h  a X2i 
t i g h t l y  h e l d  o r a l  t e s t s  w i t h  s e t  q u e s t i o n s  a n d  a n s w e r s .  T h e  e x­
a m i n e r  s h o u l d  h a v e  s o m e  f l e x i b i l i t y  b u t  s h o u l d  n o t  b e  a l l o w e d  t o  
w o n d e r  f a r  a f i e l d  a n d  a s k i n g  i m p e l t i n e n t  q u e s t i o n s .  T h e r e  s h o u l d  
a l s o  b e  a s t a n d a r d  t i m e  f o r  t h e  t e s t ,  s a y  1 o r  1h h o u r s .  O n e  
p r o b l e m  t h a t  k e e p s  c r o p p i n g  u p  is f i r s t  aid. I p r o p o s e  t h a t  a n  
a p p l i c a n t  b e  r e q u i r e d  t o  h a v e  p a s s e d  a f i r s t  a i d  c o u r s e  w i t h  in t h e  
y e a r  p r i o r  t o  t a k i n g  t h e  g u i d e  e x a m .
T h e  G L C B  h a s  b e e n  t r y i n g  t o  u p g r a d e  t h i s  p o r t i o n  o f  t h e  g u i d e  t e s t .  
H e r e  a g a i n ,  t h e  i n c r e a s i n g  n u m b e r  a f  a p p l i c a t i o n s  f o r  t e s t i n g  
e a c h  m e e t i n g  is a l s o  i n c r e a s i n g  t h e  w o r k  l o a d  o f  t h e  G L C 3 .

R e c o m m e n d a t i o n  # 5

T h e r e  s h o u l d  b e  s o m e  c h a n g e s  i n  S t a t u t e  0 8 . 5 4 . 2 0 0  (A) (1). T h e  
c h a n g e  s h o u l d  g i v e  t h e  G l C 3  s o m e  f l e x i b i l i t y  o n  g u i d e  c o m p l a i n t s .  
T a k i n g  i n  c o n s i d e r a t i o n  o f  t h e s e v e r i t y  o f  t h e  c o m p l a i n t .  E n d a n g e r i n g  
l i f e ,  f l a g r a n t  g a m e  v i o l a t i o n s , a n d  u n e t h i c a l  p r a c t i c e s ,  e t c .
T h e  G L C B  d o e s  h a v e  a g u i d i n g  e t h i c s  r e g u l a t i o n  (1 2 A A C  3 8 . 1 8 0 )  T h e  
c o m p l a i n t  a r e  s l o w l y  b e i n g  c o r r e c t e d  s i n c e  t h e  a d m i n s t r a t i o n  w a s  
c o n s o l i d a t e d  in t h e  D e p a r t m e n t  o f  C o m m e r c e ,  D i v i s i o n  o f  O c c u p a t i o n a l  
L i c e n s i n g .  T h e  G L C B  i n v e s t i g a t o r  is i n v e s t i g a t i n g  a l l  c o m p l i a n t s  
t h a t  c o m e  i n  n o w .

W e  a r e  t r y i n g  t o  g e t  a s e c t i o n  in t h e  n e w  g u i d e  b i l l ,  ( S e n a t e  B i l l  
# 2 9 4 )  t o  s a t i s f y  t h e  c h a n g e  m e n t i o n e d  a b o v e .  3 o n d i n g  is a l r e a d y  
a d d r e s s e d  i n  3294.
T h e  b i l l  a l s o  c r e a t e s  a n  o u t f i t t e r ' s  l i c e n s e  a n d  r e p e a l s  t h e  
t r a n s p o r t e r s  l i c e n s e .  T h i s  s h o u l d  h e l p  t o  a l l e v i a t e  t h e  w i d e  s p r e a d  
u n l i c e n s e d  g u i d i n g .  T h e s e  u n l i c e n s e d  g u i d e s  a r e  a b i g  f a c t o r  i n  
g u i d i n g  c o m p l a i n t s .
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T h e  b i l l  a l s o  g o e s  i n t o  m o r e  d e t a i l  on w h a t  g u i d i n g  is. E n f o r c e m e n t  

p e o p l e  say t h e  p r e s e n t  bill d o s e n ' t  e x p l a i n  g u i d i n g  e n o u g h  for 

t h e m  to ma"1©  a c a s e  on u n l i c e n s e d  g u i d i n g .  T h e  n e w  bi l l
s h o u l d  g i v e  t h e m  t h e  t o o l s  t h e y  n e e d  t o  e n f o r c e  that sec t i o n .

The GLC3 would like to conduct more work on all these programs and 

o t h e r s  as well.

It is  v e r y  i m p o r t a n t  t o  the g u i d i n  i n d u s t r y  t h a t  t h e  G L C B  not be 
s u n  s e t t e d .  If the g u i d e  b i l l  is n o t  e x t e n d e d  o r  a n e w  b i l l  passed, 
t h e  g u i d i n g  i n d u s t r y  wi>ll be  p l u n g e d  i n t o  a c h a o s  that it c o u l d  
n e v e r  r e c o v e r  from. J u s t  a b o u t  e v e r y o n e  w i t h  a s u p e r  c u b  or 185 
w i l l  b e c o m e  i n s t a n t  g u i d e s  c r e a t i n g  an i m p o s s i b l e  s i t u a t i o n  for 
g a m e  p o p u l a t i o n s  a n d  s p o r t s m e n  safety.

An 3 ''v it j on to reccmen^ation >t4.

At  t h i s  last G L c b  m e e t i n g  w e  a p p o i n t e d  2 m a s t e r  g u i - V s  anr a 
r e g i s t e r e ^  g u i ^ e  t o  s t u d y  t h e  o r a l  test an'5 m a k e  u p  a n e w  one 
t h a t  w o u l d  s t a n d a r d i s e  the test. T h e s e  m e n  'Srex all h a v e  an 
e d u c a t i o n a l  b a c k g r o u n d .
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c o m m e n t ?  R e g a r d i n g  I n t e r i m  L e t t e r  ’L1. 
S u n s e t  reve.iw G.T..C3

Recomenr'at icn 1.

I a g r e e  w i t h  all. o f  Mr. M c N u t t ' s  c o m m e n t ? .  In a d d i t i o n  I m i g h t  
a ^ h e r e  h a v e  b e e n  a n u m b e r  of m e e t i n g s  to e s t a b l i s h  a p o i n t  
f o r  a w a r d i n g  an-5 t r a n s f e r i n g  g u i d i n g  areas. The s u g g e s t e d  m e t h o d  
t h a t  ha-1 the m o s t  m e r i t  was to awar'-1 p o i n t s  for c r i t e r i a  r e l a t e i n g  
t o  u s e  of t h e  are?, f i n a n c i a l  i n v e s t m e n t  in the area, r e s i d e n c e  
a l t e r n a t e  areas, etc. I w o u l d  s u g g e s t  t h a t  t h o s e  w h o  d i d  so 
m u c h  w o r k  on t h i s  s y s t e m  be  c o n t a c t e d  a n d  a s y s t e m  b e  f i n a l i z e d  
a n ^  approve'"1. Th i s  w i l l  e l i m i n a t e  m o s t  of t h e  c r i t i c i s m  r e l a t e d  
t o  t r a n s f e r s .

R e c o m m e n d a t i o n  #  2.

A g r e e  w i t h  Mr. M c N utt.

R e c o m m e n d a t i o n  -^3.

I c o m p l e t e l y  a g r e e  w i t h  Hr. M c N u t t’s c o m m e n t s  a n ,:’ w o u l d  like to 
a d d  e m p h a s i s  here. T h e  a s s i g n e d  a r e a  c o n c e p t  w i l l  d 0 m o r e  to 
e l e v a t e  t h e  q u a l i t y  of g u i d i n g  in A l a s k a  t h a n  any c h a n g e  in years. 
It g i v e s  t h e  ar e a  h o l d e r s  a r e s p o n s i b i l i t y  t o w a r d  the area and 
g a m e .  N o w  t h r o u g h  leases f r o m  the s t a t e  a n d  p e r m i t s  f r o m  the 
f e d e r a l  g o v e r n m e n t ,it w i l l  be p o s s i b l e  f o r  g u i d e s  to b u i l d  p e r­
m a n e n t  s t r u c t u r e s  in m a n y  areas. The g u i d e s  w i l l  c o n t i n u e  to 
i n c r e a s e  t h e i r  i n v e s t m e n t s  .in areas. As t h e  i n v e s t m e n t  b o t h  in 
t i m e  a n d  m o n a t a r y  i n c r e a s e s  so d o e s  the g u i d e s  f i n a n c i a l  r e­
s p o n s i b i l i t y  i n c r e a s e .  A f t e r  w o r k i n g  for y e a r s  to b u i l d  a h i g h  
q u a l i t y  o p e r a t i o n  it s e e m s  o n l y  just th a t  u p o n  r e t i r e m e n t  the 
p e r m i t  h o l d e r  w o u l d  be  a b l e  t o  c h o o s e  h i s  s u c c e s s o r ,  w h o  in 
n e a r l y  e v e r y  c a s e  w o u l d  be t h e  m o s t  q u a l f i e d  p e r s o n  for the t r an- 
f e r  n o  m a t t e r  w h a t  s e l e t i o n  c r i t e r i a  w e r e  used. T h e r e  h a v e  be e n  
a b u s e s  of t h i s  in the p a s t . a s  t h e r e  w e r e  s o m e  t r a n s a c t i o n s  that 
s e e m e d  t o  b e  m e r e l y  r e a l  e s t a t e  sales. The G L C B  is a w a r e  of 
t h i s  and is t a k i n g  a f i r m  s t a n c e  a g a i n s t  r e a l  e s t a t e  d o a ie r S / .
It w o u l d  s e e m  that g u i d i n g  like any o t h e r  b u s i n e s s  w o u l d  a l l o w  
a s u c c e s s f u l  a n d  a m b i t i o u s  b u s i n e s s  m a n  t o  b u i l d  s o m e  v a l u e  
i n t o  h i s  b u s i n e s s  so th a t  w h e n  it c a m e  t i m e  f o r  r e t i r e m e n t  h e  
w o u l d  h a v e  s o m e t h i n g  to sell. B e c a u s e  t h e  g u i d i n g  b u s i n e s s  en- 
v o l v e s  land a n d  r e s o u r c e s  t h a t  b e l o n g  t o  t h e  p u b l i c ,  the b u r d e n  
o f  r e s p o n s i b i l i t y  u p o n  t h e  a r e a  p e r m i t  h o l d e r  is great, a s i d e  
f r o m  h i s  i n v e s t m e n t  in p r o p e r t y  a n d  e q u i p m e n t  t h e  v a l u e  lies 
i n  h i s  c o n c e s s i o n a r y  r i g h t  to t h e  a r e a  and it's w i l d l i f e .  If h e  
h a s  t r e a t e d  t h e s e  r i g h t  w i t h  r e g a r d  a n d  r e s p e c t  and o b e y e d  all 
c o v e n e n t s  bo t h  m o r a l  a n d  l e gal it s e e m s  o n l y  r i g h t  that he  s h o u l d  
b e  a b l e  to s e l l  th i s  r i g h t  t o  a n o t h e r  q u a l i f i e d  i n d i v i d u a l  of his 

C h o o s i n g .  T h i s  w o u l d  a l l o w  h i m  to  m a x i m i z e  t h e  r e t u r n  for h i s  in­
v e s t m e n t  .

R e c o m m e n d a t i o n  #4.

T h e  G L C B  c o m m e n t e d  on th i s  in a d d i t i o n  to  Mr. M c N u t t ' s  c o m m e n t s
a n d  c o v e r e d  it q u i t e  t h o r o u g h l y .

R e c o m m e n d a t i o n  #  5.

A g r e e d  w i t h  Mr. M c N utt.

- 3 0 -
T h e s e  c o m m e n t s  w e r e  m a d e  by J a m e s  N a r r o w e r ,  m e m b e r  GLCB.
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I  w i l l  began by s ta t in g  th a t  many o f  the fo llo w in g  id e a s are not 

o n ly  my own but those o f  lo n g  e s ta b lis h e d  g uid es, la w  enforce:,.out o f f i c a l s

and s ta te  ei-ivjlovees.
' ;  1

■•re b e lie v e  the o n ly ^ to  have proper c o n tr o l w ith  f a i r  -••.ncl unbiased 

d e c is io n s  w ciilu to  p u t the g u id in g  in d u s tr y  bmck under the ..c a tro l o f  

"<bG, Thece would be f u l l  tim e p aid  p r o fe s s io n a ls  who v;qu1u ibe unbiased 

and o b je c t iv e  in  tus.i.r d e c is io n s . Since th o y o-vJ. up e u fc rc i::^  the lavra 

i t  would make sense to  g ive  them c o n tr o l,  The present system i s  b iased, 

s e l l  s e rv in g  and u n f a ir  not o n ly  to many guides but to  the g en e ra l p u b lic ,  

tfe c a n 't  c o ntinue  to  l e t  the fo xes,w a tc h  the chickens.

I  would ask the resources committee and t h is  le g is la t u r e  to  d e la y
<

passage o f  ft.E , 2 9 4 u n t il  a com p lete,profession.*,!, and o b je c t iv e  in v e s t ig a t io n  

'-"can be made o f  the complete g u id in g  in d u s tr y . The p resent guide s ta tu te s , 

r e g u la t io n s , b .B . 294, and many o f  the d e c is io n s  made by the rjuide bd, 

are b ia se d , d is c r im in a to r y ,  and u n f a ir .  Since the present system w i l l  

continue fo r  a year i t  w i l l  g iv e  the s ta te  tim e to  develop a new system 

to  c lean up the e x is t in g  mess,

I  propose th a t  a p an el c o n s tin g  o f  g u id es, r e g . and a s s is t.F £ G  , ar.d $ 

p u b lic  se c to r people review  and re w rite  acorapleta new se t o f  laws to  regu­

la t e  the g u id in g  in d u s tr y ,  Then and o n ly  then can we have lav/s th a t  are 

f a i r  and can be adm instered o b je c t iv e ly ,  The g u id in g  in d u s tr y  has had i t ' s

chance to  p o l l  ce i t s e l f  and f a i le d  r .is e ra b le y , Greed and u t t e r  d isreg ard  
fo r  in d iv id u a l  f ig h t s  

have caused the g u id in g  in d u s tr y  to  cut i t 8 s  own th r o a t .

The p re se nt system is  VI3['tY OOQT1Y to  the s ta te  and in d iv id u a ls  who 

must r e s o r t  to  a d m in s tra tiv e  hearing s and b ou rt h earin g s w ith  expensive 

A t to r n e y  fe e s  to  attem pt to o b ta in  ju s t ic e  i n  a f a i r  and e q u a tib le  way.

The bd. jc o n s ta n tly  makes m istakes and pleads ignorance o f  the laws which

govern i t .
• -Ml V. * . I s .*x> .vu 'k  —
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Please r e v i e w  s.b. 294, the e x i sting  statutes and regs, and the 

minutes of p r e v i o u s  gd. 'od. meetings looking for d r i s c r i m i n a t o r y  andi
unfair laws and decisions, I will  cite a couple examples,

i
08.54,200 V/hy should a guide be allowed TV/0 v iolat i o n s  before hi a license

i

is revoked? Wha t citi zen is allowed two violations ? It also states may 

revoke n  ot shall revoke, Y o u  can bet if y o u  are a good ol boy it w o n ' t  be 

revoked. Proposed leg &st a t i o n  12 AAC 53*140 A ppliciant must hold a current 

first aid certification, V/hy not A H  guides must hold such certification.

In the m i n u  tes y o u  will find more tha&a one reference to guide areas 

being sold, I b elieve all transfers of guide areas that were sold should 

be void,
No m e m b e r  of a bd, except for the 5 guides is supposed to have a vested 

■'ntrest i n  the p r o f e s s i o n  the bd, regulates. Check the occu ption of the 

"fid, bd, members,

She ■ laws also e s t a bli sh a double standard w i t h i n  the industry, viany 

cP*
assi st, class a g uides are exploited by the good ol boys. I,.any of these

are native guidos. Also m a n y  guides make no attempt to train the assist.

guides to help t h e m  move up; in fact m a n y  of the m attempt to rest riot

their attempts  to o b t a i n  a reg, license.

The p r a c t i c e s  of the g u i ding industry car. and do erode public 

. *
confidence in state government. Do not let the high pressure lobbying 

efforts o f  the g u i d i n g  cause y o u  to overlook the abuses festered by the 

present system. S.B. is onl y a continutition of the present unequitable 

system, There must be a set of laws that treat all citizens fairly and 

a bd. that admini s t e r s  those laws o b j e c t i v e l y . S . 53. 294 and the present guide 

d bd. does neither.

If y o u  doubt what I say send a q u e s t i o n e d  to A L L  guides requesting

their opinions and comments. Ke ep it confendital as m a n y  of the guides fear wj

reperoussi ons
* .1 -
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I  have not "bothered going in to  e xte n s iv e  and d e ta ile d  account o f

e ith e r  the a is c r im in to r y  laws o r biased d e c is io n s  I  have p re ? s n e lly  seen.

I  w i l l  n o t waste your t in e  w ith  war s t o r ie s .  I  o n ly  ask fo r  r.c £ i . b i l l

to  pass so as to  a llo w  those o f  us who are in tre s te e l to have an in p u t

in  an o b je c t iv e  se t o f  laws th a t  w i l l  not o n ly  p ro te c t guides but be f a i r

to  a l l  c it iz e n s  and p ro te c t our w i l d l i f e  recources. To a llo w  these abuses

to  continue by passage o f  the p re s e n tly  in troduced  gd. b i l l  would be a grave

in ju s t ic e  n o t o n ly  to  good guides but to  a l l  c it iz e n s  o f  our s ta te  and

to the c l ie n t s  who b r in g  a l o t  o f  money in to  the s ta te .  The e x is t in g  laws

and d e c is io n s  are p ro b a ly  u n c o n s t itu t io n a l and are d e f in a t e iy  d e s c r in in a to r y

and biased to  a s e le c t few,

I  have p re s o n a lly  been a vieturn o f  both a re g , guides i l l e g a l  o

o p re a tio n  and the d is c r im in a to ry  p ra c tic e s  o f  the bd. There i s  p re s e n tly

an in v e s t ig a t io n  in to  my case by the d iv is io n  o f  occup. l ic e n s in g ,  l in e  is  

o n ly  one o f  many such in c id e n ts  which have oceured over the ye a rs.

Since the gd. bd, has moved from the c o n tr o l o f  5cvG- i t  has had s. ve ry  poor 

record and image. T h is  i s  not to say th a t  there have n et been w e ll meaning

people who have g iv e n  t h e ir  t im e , I  have never seen an occupation such 

as g u id in g  w ith  the a b i l i t y  to  govern i t s e l f  f a i r l y  and o c je c t iv ly .  Cur 

government is  f i l l e d  w ith  checks and balances to  avoid  the s i t u t io n  we have

w ith  g u id in g .
\

The gu id in g  in d u s tr y  is  fa c in g  a v e ry  u n c e r tin  fu tu r e .  The n a tiv e  

land cla im s and t h e ir  r ig h t  to manage t h e ir  ov.r. lan d s p lu s  d e c lin in g  game 

p o p u la tio n s  and increased re s id e n t pressure w i l l  make i t  much more im p o rta n tI
to  have a system th a t  a l l  c it iz e n s  have confidence i n .

The day o f  the 1C01) OL 3GYS and t h e ir  monopoly o f  our recources is  

ever and must be replaced w ith  a f a i r  andequatable system ,

I n t e g r i t y  has a p ric e  and we must have the courage to pay i t

Now.
V . V.L- -»v ..



lore m o n e y  must be givAn to the enforcement division also. 3 a c h

guide must believe each of his clients Is an underco ver agent. Because

of the isol ation where the hunts take place it is too easy to violate the 

law, flie are too many illegal guides that serve toe m a n y  illegal hunters

and cheat everyone. The laws must be rewritten to force these outlaws out

of business once and for all. Illegal guidi ng is too lucrative and the

penalties must be severe enough to eliminate this practice. Too many guides

are unable or rather u n w i lling to adapt to the n e w  laws. They continue

to operate a3 they did in the good ol days. The existing laws are also

left over f r o m  the past and must have a throug h overhaul. Please insure

this by not p a s s i n g  S.B* 294. This bill wi l l insure we continue to have

the proolems that n o w  sxist. Please don't force us to out uo with thisi *
^  u n  fair system another four years.
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M a y  1, 1986

T E S T I M O N Y  OF K A Y  BROWN, D I R E C T O R ,  D I V I S I O N  OF O I L  A N D  GAS 

T O  H O U S E  R E S O U R C E S  C O M M I T T E E  

ON P R O P O S E D  H O U S E  R E S O U R C E S  CS F O R  CS S B30S

T h a n k  you, Mr. C h a i r m a n .  F o r  t h e  r e c ord, I ' m  K a y  Brown, 

D i r e c t o r  o f  the D i v i s i o n  o f  O i l  a n d  Gas for the D e p a r t m e n t  

of  N a t u r a l  R e s o u r c e s .  I a p p r e c i a t e  t h i s  o p p o r t u n i t y  to 

testify.

T h e  b i l l  b e f o r e  the c o m m i t t e e  w a s  i n t e n d e d  to b e n e f i t  A l a s k a  

gas a n d  e l e c t r i c  c o n s u m e r s .  W e  d o n ' t  b e l i e v e  it is p r u d e n t  

to try to a d d r e s s  o t h e r  i s s u e s  —  s u c h  as h o w  to v a l u e  the 

r o y a l t y  s h a r e  o f  gas p r o d u c t i o n  s o l d  for i n d u s t r i a l  a n d  

e x p o r t  u s e s  —  in th i s  c o n s u m e r  bill.

The D e p a r t m e n t  of  N a t u r a l  R e s o u r c e s  s u p p o r t s  the H o u s e  Oil 

an d  Gas C o m m i t t e e  S u b s t i t u t e  for SB 309. W e  o b j e c t  to the 

p r o p o s e d  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e ,  w h i c h  a d d r e s s e s  

i n d u s t r i a l  a n d  e x p o r t  sales. If the l e g i s l a t u r e  i n s i s t s  on 

a d d r e s s i n g  i n d u s t r i a l  a n d  e x p o r t  sales, w e  h a v e  p r e v i o u s l y



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

p r o t e c t s  the s t a t e ' s  interest.

T h e  a p p r o a c h  s u g g e s t e d  in the p r o p o s e d  R e s o u r c e s  C o m m i t t e e  

S u b s t i t u t e  is n o t  a c c e p t a b l e .  L e t  m e  e x p l a i n  why.

F u n d a m e n t a l l y ,  w e  b e l i e v e  th a t  the b u r d e n  m u s t  be on the 

l e s s e e  to s h o w  t h a t  the r o y a l t y  v a l u e  is a f a i r  v a l u e ,  and

n o t  on the C o m m i s s i o n e r  to s h o w  t h a t  it isn't.

T h e  d e p a r t m e n t  b e l i e v e s  it is a p p r o p r i a t e  to a c c e p t  a 

c o n t r a c t  p r i c e  as the r o y a J t v  v a l u e  for a r m s - l e n g t h  s a les to 

r e g u l a t e d  u t i l i t i e s  -- as p r o v i d e d  in the H o u s e  O i l  a n d  Gas 

C o m m i t t e e  S u b s t i t u t e  for SB 309 —  b e c a u s e  A l a s k a  c o n s u m e r s  

w o u l d  be the d i r e c t  b e n e f i c i a r i e s  o f  a n y  r o y a l t i e s  l o s t  to 

t he s t a t e  as a r e s u l t  o f  u s i n g  s o l e l y  the c o n t r a c t  p r i c e  to 

e s t a b l i s h  r o y a l t y  value. W e  do n o t  b e l i e v e  t h a t  i n d u s t r i a l  

a n d  e x p o r t  g a s  us e s  s h o u l d  r e c e i v e  the same e x c e p t i o n ,  s i nce

the l i k e l y  e f f e c t  w o u l d  be to i n c r e a s e  the p r o f i t s  of

=industr-i-ai- a n d - e x p o r t  -concerns---without a c o r r e s p o n d i n g  

p u b l i c  b e n e f i t .

T h e  p r o p o s e d  R e s o u r c e s  C o m m i t t e e  S u b s t i t u t e  s i g n i f i c a n t l y  

e r o d e s  the s t a t e ' s  r i g h t s  u n d e r  e x i s t i n g  o i l  a n d  gas leases. 

It w o u l d  b i n d  the s t a t e  as l a n d o w n e r  to p r i c e s  e s t a b l i s h e d  

in c o n t r a c t s  to w h i c h  it w a s  n o t  a pa r t y ,  and, c o n t r a r y  to



the p r o v i s i o n s  o f  the leases, w o u l d  f o r e g o  r o y a l t i e s  the 

s t ate is e n t i t l e d  to receive.

Fur t h e r ,  the p r o p o s e d  CS d o e s  n o t  i n c l u d e  l a n g u a g e  

a u t h o r i z i n g  " b e l o w  m a r k e t "  s a les o f  r o y a l t y  g a s  for c o n s u m e r  

uses, w h i c h  w a s  i n c l u d e d  i n  p r e v i o u s  v e r s i o n s  o f  the b i l l  

and w h i c h  is a n  i m p o r t a n t  e l e m e n t  o f  t h e  d e p a r t m e n t ' s  

p r e l i m i n a r y  s e t t l e m e n t  a g r e e m e n t  w i t h  C h u g a c h  E l e c t r i c .  We 

r e c o m m e n d  th a t  th i s  l a n g u a g e  b e  resto r e d .

The p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  e x p a n d s  the p r e s u m p t i o n  

t h a t  a c o n t r a c t  p r i c e  is t h e  c o r r e c t  r o y a l t y  v a l u e  to c o v e r  

v i r t u a l l y  a l l  a r m s - l e n g t h  c o n t r a c t s ,  w h e t h e r  for c o n s u m e r  o r  

i n d u s t r i a l  p u r p o s e s .  T h e r e  is no a s s u r a n c e  t h a t  a c o n t r a c t  

w o u l d  b e  s t r u c t u r e d  to r e f l e c t  the t r u e  v a l u e  o f  the gas.

The d e p a r t m e n t  b e l i e v e s  t h a t  a d o p t i o n  o f  t h e  p r o p o s e d  

C o m m i t t e e  S u b s t i t u t e  w o u l d  a d v e r s e l y  a f f e c t  t h e  s t a t e ' s  

a b i l i t y  to c o l l e c t  r o y a l t i e s  in s e v e r a l  i m p o r t a n t  i n s t a n c e s .  

F o r  e x a m p l e 7 ^ M a r a t h o n ~ O i l  C o m p a n y - h a s — a d v i s e d  t h e  d e p a r t m e n t  

th a t  it i n t e n d s  t o  t a k e  g a s  f r o m  n e w  f i e l d s  (rot c o v e r e d  b y  

p a s t  r o y a l t y  s e t t l e m e n t s )  to its L N G  p l a n t  in C o o k  Inlet. 

P r e s u m a b l y  M a r a t h o n  w i l l  sell t h e  gas as L N G  to a J a p a n e s e  

p u r c h a s e r  n o t  r e l a t e d  to M a r a t h o n  in m a n a g e m e n t ,  o w n e r s h i p  

o r  o t h e r  aspect. Thus, M a r a t h o n  w o u l d  b e  e n t i t l e d  to the 

p r e s u m p t i o n  o f  u s e  o f  the c o n t r a c t  p r i c e  u n d e r  the p r o p o s e d



C o m m i t t e e  S u b s t i t u t e .  H o w e v e r ,  the s t a t e  w o u l d  n o t  b e  able 

to e f f e c t i v e l y  c h a l l e n g e  a low r o y a l t y  v a l u e  c l a i m e d  by  

M a r a t h o n  due to c h a r g e s  a s s o c i a t e d  w i t h  l i q u i f y i n g  a n d  

m o v i n g  t h e  gas. T h e  c o n t r a c t  p r i c e  a l o n e  do e s  n o t  d e t e r m i n e  

r o y a l t y  value; o t h e r  a s p e c t s  o f  the t r a n s a c t i o n  s u c h  as 

t r a n s p o r t a t i o n  a n d  L N G  f a c i l i t i e s  m u s t  b e  c o n s i d e r e d  if  the 

s t a t e ' s  i n t e r e s t s  are to b e  p r o t e c t e d .

O b v i o u s l y  the p o t e n t i a l  f i s c a l  i m p a c t s  o f  this b i l l  are 

m a g n i f i e d  w i t h  r e g a r d  to the h u g e  gas r e s e r v e s  o f  the N o r t h  

Slope. W i t h  N o r t h  S l o p e  gas, it is w e l l  k n o w n  t h a t  p i p e l i n e ,  

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

w i t h  C o o k  I n l e t  LNG, the s t a t e  w i l l  iieed to b e  v i g i l a n t  to 

a s s u r e  t h a t  the v a l u e  o f  the gas is n o t  a t t r i b u t e d  to t h e s e  

o t h e r  s e g m e n t s  o f  the e x p o r t  p r o j e c t .  It is i l l u m i n a t i n g  

. t h a t  m i l l i o n s  o f  d o l l a r s  a n d  a l m o s t  10 y e a r s  h a v e  f a i l e d  to  

y i e l d  a c o n c e n s u s  on the p r o p e r  c o s t s  o f  t h e  T A P S  

c o n s t r u c t i o n  p r o j e c t .  Y e t  th i s  b i l l  c o u l d  r e q u i r e  a 

C o m m i s s i o n e r  to m a k e  ever, .nore c o m p l e x  d e t e r m i n a t i o n s ,  w i t h  

— n o . z : g u a r a n t e e d - a c c e s s - t o - n e c e s s n r v - i n f o r m a t i o n ,  w i t h i n  90 

d a y s .

A t  a m i n i m u m ,  the s t a t e  m u s t  h a v e  the a b i l i t y  to s c r u t i n i z e  

all e l e m e n t s  a f f e c t i n g  a sale for i n d u s t r i a l  a n d  e x p o r t  

p u r p o s e s ,  su c h  as p i p e l i n e s ,  L N G  f a c i l i t i e s  a n d  L N G  tankers. 

Fur t h e r ,  the l e s s e e  m u s t  h a v e  the b u r d e n  o f  p r o v i d i n g  all

-4-



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

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

a n d  c o n v i n c i n g  e v i d e n c e  t h a t  t h e  v a l u e  o f  t h e  g a s  is 

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

a t t r i b u t e d  to t r a n s p o r t a t i o n ,  m a r k e t i n g ,  m a n u f a c t u r i n g  o r  

o t h e r  p r o f i t  o r  c o s t  c e n t e r s .

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

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

t h a t  c o v e r e d  b y  t h e  l e s s e e ' s  g a s  s a l e s  c o n t r a c t ,  a n d  t o  

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

t h e  c o m m i s s i o n e r .

W i t h o u t  t h e s e  m i n i m u m  p r o t e c t i o n s  f o r  t h e  s t a t e ,  t h e  

p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  is u n a c c e p t a b l e .

A s  d r a f t e d ,  t h e  p r o p o s e d  C o m m i t t e e  S u b s t i t u t e  w o u l d  r e q u i r e  

u s e  o f  a n  a r m s - l e n g t h  c o n t r a c t  p r i c e  as t h e  r o y a l t y  v a l u e  

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

-clear— a n c L - c o n v i n c i n g  e v i d e n c e  t h a t

(A) t h e  c o n t r a c t  p r i c e  is u n r e a s o n a b l y  low;

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

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

a n d

(C) t h e  c o n t r a c t  p r i c e  is n o t  in t h e  b e s t  i n t e r e s t  o f  t h e  

s t a t e .



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

c o m m i s s i o n e r  c o u l d  r e j e c t  a c o n t r a c t  price, a m o r e  d i f f i c u l t  

s t a n d a r d  th a n  f i n d i n g  t h a t  a n y  o n e  o f  the c o n d i t i o n s  e x i sts. 

Thus, e v e n  if the C o m m i s s i o n e r  h a d  c l e a r  a n d  c o n v i n c i n g  

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

v a l u e  w o u l d  b e  a d v e r s e  to the s t a t e ' s  b e s t  i n t e r e s t ,  the 

C o m m i s s i o n e r  w o u l d  n o n e t h e l e s s  be  o b l i g a t e d  to b i n d  the 

st ate to the d i s a d v a n t a g e o u s  r o y a l t y  v a l u e  if t h e  o t h e r  two 

s t a n d a r d s  c o u l d  n o t  be  p r o v e n  b y  the same h i g h  e v i d e n t i a r y  

standard.

As a p r a c t i c a l  m a t t e r ,  it w o u l d  b e  v i r t u a l l y  i m p o s s i b l e  for 

the c o m m i s s i o n e r  to o b t a i n  c l e a r  and c o n v i n c i n g  e v i d e n c e  to 

s h o w  th a t  a c o n t r a c t  p r i c e  w a s  u n r e a s o n a b l y  low a n d  n o t  in 

the s t a t e ' s  b e s t  i n t e r e s t  w i t h i n  the 9 0 - d a y  t i m e f r a m e  

p r o v i d e d .  The l e s s e e  w o u l d  c o n t r o l  a c c e s s  to the n e c e s s a r y  

i n f o r m a t i o n .  L e s s e e s  h a v e  an u n d e r s t a n d a b l e  d e s i r e  to 

- m i n i m i z e  r o y a l t y  p a y m e n t s ,  a n d  no i n c e n t i v e  to c o o p e r a t e  by 

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

— m i g h t - r e q u e s t - i n - o . r d e r - t o - m a k e - a — d e c i s i o n .  T h e  l e s s e e s  

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

f o r m u l a  t h a t  the C o m m i s s i o n e r  w o u l d  b e  a s k e d  to a p p r o v e  in 

o n l y  90 days.

- 6 -



In sum m a r y ,  Mr. C h a i r m a n ,  w e  are d i s a p p o i n t e d  t h a t  t h i s  b i l l  

w h i c h  w e  h a v e  s u p p o r t e d  in o r d e r  to b e n e f i t  gas a n d  e l e c t r i c  

c o n s u m e r s  m a y  be  b r o a d e n e d  to c o v e r  ' .ustrial and e x p o r t  

u s e s  w i t h o u t  a d e q u a t e  p r o t e c t i o n  for the s t a t e ' s  i n t e r e s t s .  

W e  u r g e  the c o m m i t t e e  to a d o p t  t h e  H o u s e  O i l  and Gas 

C o m m i t t e e  S u b s t i t u t e ,  w i t h  the a d d i t i o n  o f  the w o r d s  " b a s e d  

o n  c l e a r  a n d  c o n v i n c i n g  e v i d e n c e "  a f t e r  the w o r d  " f i n d i n g "  

on  p a g e  1, line 28 o f  t h a t  bill. If the c o m m i t t e e  d e e m s  it 

n e c e s s a r y  to a d d r e s s  i n d u s t r i a l  a n d  e x p o r t  uses, w e  

r e c o m m e n d  u s e  o f  the l a n g u a g e  i n c l u d e d  in C o m m i s s i o n e r  

Wunni'cke' s.. A p r i l  22 l e t t e r  to C o - c h a i r m a n  Shultz.

T h a  \k y o u  for y o u r  t i m e  a n d  c o n s i d e r a t i o n .
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F i s c a l  N o t e  B a c k g r o u n d  
for KB 425

P a s s a g e  of HB 425 w o u l d  p r e v e n t  e n f o r c e m e n t  of  e x i s t i n g  
r o y a l t y  c o l l e c t i o n  p r o v i s i o n s  in B e l u g a  F i e l d  oil and gas 
leases, and e n f o r c e m e n t  of r o y a l t y  gas p r o v i s i o n s  in o t h e r  
fields. T h i s  f i s c a l  n o t e  r e p r e s e n t s  the im p a c t  of the 
l e g i s l a t i o n  o n l y  o n  the B e l u g a  F i e l d  r o y a l t y  c o l l e c t i o n s ,  
a l t h o u g h  t h e r e  are l i k e l y  to be i m p a c t s  in o t h e r  fields.

The S t a t e  i s s u e d  an e n f o r c e m e n t  o r d e r  for the B e l u g a  F i eld 
in M a r c h ,  1985, e f f e c t i v e  A p r i l  15, 1985. W h i l e  the n o t i c e  
is c o n t e s t e d  by p r o d u c e r s ,  t h e r e  h a v e  b e e n  no p a y m e n t s  made; 
if the n o t i c e  w e r e  i m p l e m e n t e d  as w r i t t e n ,  the S t a t e  w o u l d  
c u r r e n t l y  r e c e i v e  $2.8 m i l l i o n / y e a r  in i n c r e a s e d  r o y a l t y  
p a y m e n t s .  B e c a u s e  the S t a t e  has o f f e r e d  to s e t t l e  the 
l a w s u i t  at  a l o w e r  v a l u e  t h a n  e m b o d i e d  in the e n f o r c e m e n t  
notice, h o w e v e r ,  the f i s c a l  i m p a c t  has b e e n  e s t i m a t e d  at the 
p r o p o s e d  s e t t l e m e n t  v a l u e  ($1.50/mcf) t h a t  w o u l d  be lost if 
SB 309 p a s s e s  r a t h e r  t h a n  at the v a l u e  t h a t  w o u l d  be 
r e c o v e r e d  u n d e r  the o r i g i n a l  notice.

S o m e  of the r e v e n u e  loss w i l l  be felt by the A l a s k a  P e r m a n e n t  
Fund, w h i c h  r e c e i v e s  25% of the r e v e n u e s  fr o m  s t ate oil and 
gas leasing. T h e  r e m a i n d e r  of the i m p a c t  w i l l  be on the 
G e n e r a l  Fund.

T h e r e  w i l l  be o t h e r  s i g n i f i c a n t  b u t  c u r r e n t l y  i n c a l c u l a b l e  
f i s c a l  i m p a c t s  f r o m  p a s s a g e  of the bill. If the b i l l  
passes, the S t a t e  w i l l  not c o l l e c t  full r o y a l t y  v a l u e  (as 
s t i p u l a t e d  in e x i s t i n g  oil and gas l e a s e  forms) p r o s p e c t i v e l y  
on o t h e r  state lea s e s  p r o d u c i n g  gas. A d d i t i o n a l l y ,  p r o d u c e r s  
m ay se e k  r e t r o a c t i v e  c o m p e n s a t i o n  for w h a t  rhey m a y  r e g a r d  
as p a s t  r o y a l t y  o v e r p a y m e n t s ,  i n c l u d i n g  s e v e r a l  r e c e n t  
s e t t l e m e n t s  on r o y a l t y  gas p r i c i n g  in C o o k  Inlet.

If the L e g i s l a t u r e ' s  a c t i o n  a f f e c t s  the S t a t e ' s  p o s i t i o n  
r e g a r d i n g  v a l u a t i o n  of o t h e r  S t a t e  r o y a l t y  oil and gas (most 
n o t a b l y  N o r t h  S l o p e  oil) t h e r e  c o u l d  be r e v e n u e  losses 
a m o u n t i n g  to tens or h u n d r e d s  o f  m i l l i o n s  of do l l a r s .
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O r i g i n a l  s p o n s o r s :  Faiks, Kelly,

and V . F i s c h e r

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

H O U S E  CS F O R  CS F O R  S E N A T E  B I L L  NO. 309 ( Resources)

IN T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A

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

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to r o y a l t y  gas c o n t r a c t s ;  and p r o­

v i d i n g  for a n  e f f e c t i v e  d a t e . "

BE  IT E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* S e c t i o n  1. F I N D I N G S .  T h e  l e g i s l a t u r e  f i n d s  that tn p r o v i d e  f o r  the 

u t i l i z a t i o n ,  d e v e l o p m e n t  and c o n s e r v a t i o n  o f  gas r e s o u r c e s  for the m a x i m u m  

b e n e f i t  of the p e o p l e  of  the state, the v a l u e  of p r o d u c t i o n  of gas for 

p u r p o s e s  of c o m p u t i n g  the r o y a l t y  r e s e r v e d  to the s t a t e  m u s t  be b a s e d  

p r i m a r i l y  o n  t h e  c o n t r a c t  p r i c e  of the gas. T h i s  w i l l  e n c o u r a g e  s t a b l e
i

ma r k e t s ,  p r o m o t e  i n v e s t m e n t ,  a s s u r e  r e a s o n a b l e  e n e r g y  p r i c e s  and p r o v i d e  1

I
the m a x i m u m  b e n e f i t  to the p e o p l e  o f  the state. T h e  l e g i s l a t u r e  does not 

i n t e n d  this A c t  to a p p l y  to the p o l i c i e s  o f  the s t a t e  r e g a r d i n g  the s a l e  of 

r o y a l t y  oil.

* Sec. 2. A S  3 8 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  n e w  s u b s e c t i o n s  to read:

(aa) W i t h i n  90 days a f t e r  the w r i t t e n  r e q u e s t  of  a l e s s e e  o f  a 

lease i s s u e d  u n d e r  this s e ction, the c o m m i s s i o n e r  s hall e n t e r  i n t o  an 

a g r e e m e n t  w i t h  the l e s s e e  to u s e  the p r i c e  for the gas e s t a b l i s h e d  in 

the c o n t r a c t  b e t w e e n  the l e s s e e  a n d  a p u r c h a s e r  as the v a l u e  of  the 

s t a te's r o y a l t y  s h a r e  of gas p r o d u c t i o n  so l d  b y  the ! -see u n d e r  the 

c o n t r a c t  u n l e s s

(1) the l e s s e e  a n d  p u r c h a s e r  are r e l a t e d  in m a n a g e m e n t ,  

o w n e r s h i p ,  o r  o t h e r  aspect; or

(2) the c o m m i s s i o n e r  m a k e s  a w r i t t e n  f i n d i n g  b a s e d  o n  c l e a r  

and c o n v i n c i n g  e v i d e n c e  that

(A) the c o n t r a c t  p r i c e  is u n r e a s o n a b l y  low;

-1- H C S  C S S B  3 0 9 (Res)
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(B) the p ros pective reduction in royalty receipts 

w o u l d  not be balanced by increased benefits to in-state 

c o n s u m e r s ; and

(C) the contract price is not in the best interest of

the state.

(bb) In (aa) of this section

(1) "price for the gas e stablishe d in the contract" i n­

cludes tax r e i m b u r s e m e n t  amounts, deli ve r a b i l i t y  and other charges, 

and other forms of consid e r a t i o n  paid by the p u r c haser under  the 

c o n t r a c t ;

(2) "state's royalty share of gas produc tion" does not 

include the state's royalty share of gas p roduc t i o n  from land patented 

to the state u nder

(A) P.L. 84-830, 70 Stat. 709 (Alaska Mental Health 

En a bl ing A c t ) ;

(B) 38 Stat. 1214 (Act of M a r c h  4, 1915); or

(C) 43 U.S.C. 1635 in settlement of the claims of the

state u n d e r  38 Stat. 1214.

* Sec. 3. AS 38. 05 180 (aa) , enacted by sec. 2 of this Act, applies to

agreements to e s t a b l i s h  for a lease issued u n d e r  AS 38.05.180 the in-value

royalties on gas p r o d u c t i o n  that is sold by the state's lessee u n d e r  a

contract entered  into on or after the effectiv e date of this Act.

* Sec. 4. This Act takes effect immedi a t e l y  in accordance with AS 01.- 

10 . 0 7 0 ( c ) .

HCS CSSB 3 0 9 (R e s ) -2-



crp

\zv

I ) E K \ U T > J E > T  O F  M T U R A i ,  R K S R U K C K S

BILL SHEFHELD, GOVERNOR

P O U C H M
JUN EAU , ALA SKA 99811 
PHO NE: 907-465-2400

OFF ICE OF THE COMMISSIONER

A p r i l  28, 1986

T h e  H o n o r a b l e  D r u e  P e a r c e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
J u n e a u ,  A K  99811

D e a r  R e p r e s e n t a t i v e  Pearce:

Y o u  h a v e  a s k e d  the D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s  to 
a r t i c u l a t e  in w r i t i n g  the p r o b l e m s  w i t h  the o r i g i n a l  v e r s i o n  
of S e n a t e  B i l l  309, r e l a t i n g  to r o y a l t y  gas c o n t r a c t s .

T h e  b i l l  p r o v i d e s  t h a t  if r o y a l t y  g a s  is t a k e n  in va l u e ,
"the v a l u e  of p r o d u c t i o n  s o l d  u n d e r  a l o n g - t e r m  s ales 
c o n t r a c t  m a y  n o t  g r e a t e r  t h a n  t h e  p r i c e  r e c e i v e d  for the 
p r o d u c t i o n  u n d e r  the l o n g - t e r m  s a l e s  c o n t r a c t  u n l e s s  it is 
s h o w n  by c l e a r  and c o n v i n c i n g  e v i d e n c e  t h a t  t h e  l o n g - t e r m  
p r i c e  w a s  u n r e a s o n a b l y  low at the t i m e  of  the c o n t r a c t . "

T h e  D e p a r t m e n t  b e l i e v e s  the b i l l  w o u l d  n e t  p r o t e c t  the 
s t a t e ' s  i n t e r e s t s  for t h e s e  r e a s o n s :

o T h e  b i l l  s i g n i f i c a n t l y  e r o d e s  the s t a t e ' s  r i g h t s  u n d e r  
e x i s t i n g  o i l  and gas l e a ses, w h i c h  a r e  c o n t r a c t s  e n t e r e d  
i n t o  m a n y  y e a r s  a g o  b e t w e e n  the s t a t e  and the l e ssees. The 
l e a s e s  p r o v i d e  t h a t  t h e  s t a t e  is e n t i t l e d  to r o y a l t y  
p a y m e n t s  d e t e r m i n e d  by the h i g h e r  o f  the p r i c e  r e c e i v e d  by 
the l e s s e e  u n d e r  its s a l e s  c o n t r a c t ,  or the v a l u e  of the gas 
at the t i m e  of p r o d u c t i o n .  T h e  p r i c e  r e c e i v e d  u n d e r  a 
l o n g - t e r m  gas s a l e s  c o n t r a c t  d o e s  n o t  c o n t r o l  r o y a l t y  
v a l u a t i o n  in t h o s e  i n s t a n c e s  w h e r e  i n f l a t i o n  and m a r k e t  
f o r c e s  h a v e  c a u s e d  the c u r r e n t  v a l u e  of the gas t o  be h i g h e r  

- _ t h a n  the._contrac.t_ p r i c e .. Thus., ..adoption o f  SB 309 w o u l d  
r e s u l t  in l o w e r  r o y a l t i e s  for the state.

• The b i l l  d o e s  n o t  d i s t i n g u i s h  b e t w e e n  c o n s u m e r  and 
i n d u s t r i a l  uses, n o r  b e t w e e n  a r m s - l e n g t h  a n d  n o n - a r m s - l e n g t h  
sales. The e f f e c t  of  the b i l l  w o u l d  b e  to r e q u i r e  use o f  a 
c o n t r a c t  p r i c e  in v i r t u a l l y  all cases.

T h e  d e p a r t m e n t  b e l i e v e s  it is a p p r o p r i a t e  t o  a c c e p t  a 
c o n t r a c t  p r i c e  as the r o y a l t y  v a l u e  for a r m s - l e n g t h  s ales to 
r e g u l a t e d  u t i l i t i e s  (as p r o v i d e d  in t h e  H o u s e  O i l  and Gas 
C o m m i t t e e  S u b s t i t u t e  f o r  SB 309) b e c a u s e  A l a s k a  c o n s u m e r s  
w o u l d  be the d i r e c t  b e n e f i c i a r i e s  of any r o y a l t i e s  lost to

1 0 -J 9 L H
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the state as a result of using solely the contract price to 
establish royalty value. The depart m e n t  is not persuaded 
that industrial gas uses should receive the same exception, 
since the likely effect w ould be to increase the profits of 
industrial concerns w i t h o u t  a corres p o n d i n g  public benefit.

T h e  d e p a r t m e n t  is p a r t i c u l a r l y  c o n c e r n e d  a b o u t  b e i n g  
r e q u i r e d  to u s e  a l o n g - t e r m  c o n t r a c t  p r i c e  as the r o y a l t y  
v a l u e  for n o n - a r m s - l e n g t h  sales. F o r  exa m p l e ,  an i n t e g r a t e d  
oil c o m p a n y  w h i c h  p r o d u c e s  gas m a y  se l l  t h a t  gas to its 
s u b s i d i a r y  at any p r i c e  it ch o o s e s .  T h i s  p r o v i s i o n  i n v i t e s  
m a n i p u l a t i o n s  to a v o i d  r o y a l t y  o b l i g a t i o n s .  E v e n  "prices" 
set in b a d  f a ith w i t h  the sole i n t e n t  of a v o i d i n g  r o y a l t i e s  
w o u l d  h a v e  to be a c c e p t e d  by D N R  u n l e s s  D N R  p r o v e d  not only 
t h a t  the "price" w a s  low, b u t  t h a t  it w a s  " u n r e a s o n a b l y  
low". Thus, the d e p a r t m e n t  do e s  not b e l i e v e  the p u b l i c  
i n t e r e s t  in m a x i m i z i n g  the v a l u e  of s t a t e - o w n e d  o i l  a n d  gas 
r e s o u r c e s  is p r o t e c t e d  by the l a n g u a g e  in SB 309, p a r t i­
cu l a r l y  in the c a s e  of n o n - a r m s - l e n g t h  sales.

• The bill provides a limited ability to re ject a 
contract price as the royalty value if it can be shown by 
clear and convincing evidence that the long-term contract 
price was unreasonably low at the time of contract.

T h i s  e x c e p t i o n  to the p r e s u m p t i o n  of u s e  o f  the c o n t r a c t  
p r i c e  is far too l i mited. A  c o n t r a c t  p r i c e  t h a t  m a y  ha v e  
b e e n  r e a s o n a b l e  y e a r s  e a r l i e r  b u t  th a t  is n o t  a d j u s t e d  to 
k e e p  p a c e  w i t h  the m a r k e t  t h r o u g h  e s c a l a t o r s  o r  r e o p e n e r s  
w o u l d  not be a f a i r  v a l u e  for the s t a t e ' s  r o y a l t y .  M o r e­
over, the h i s t o r y  of  the s t a t e ' s  oil and gas r o y a l t y  
e n f o r c e m e n t  has d e m o n s t r a t e d  t h a t  the lessees' n a t u r a l  
d e s i r e  to m i n i m i z e  t h e i r  r o y a l t y  p a y m e n t s ,  w h e n  c o m b i n e d  
w i t h  t h e i r  s u p e r i o r  a c c e s s  to and c o n t r o l  o v e r  i n f o r m a t i o n ,  
has n e c e s s i t a t e d  l i t i g a t i o n  to e n s u r e  the p r o p e r  r e t u r n  to 
the s t a t e  for its r e s o u r c e s .  A l t h o u g h  f e d e r a l  law e n t i t l e s  
the r o y a l t y  e n f o r c e m e n t  a g e n c y ' s  d e t e r m i n a t i o n  of r o y a l t y  
v a l u e  to d e f e r e n c e  by t h e  c o u r t s ,  in A l a s k a  no su c h  
d e f e r e n c e  is due. The o r i g i n a l  SB 309 w o u l d  take the 
u n p r e c e d e n t e d  step o f - f u r t h e r  h a n d i c a p p i n g  D N R ' s  l e ase 
e n f o r c e m e n t  c a p a b i l i t y  by r e q u i r i n g  t h a t  d e f e r e n c e  be g i v e n  
to c o n t r a c t  price, ev e n  w h e r e  it is set in bad f a i t h  in a 
n o n - a r m ' s - l e n g t h  c o n t r a c t .

• The b i l l  w o u l d  a p p l y  r e t r o a c t i v e l y .  T h i s  p r o v i s i o n  is 
not in the s t a t e ' s  i n t e r e s t .  The l e s s e e s  w h o  a c q u i r e d  lea s e s  
t h r o u g h  c o m p e t i t i v e  b i d d i n g  f o r m u l a t e d  t h e i r  b i d s  o n  the 
b a s i s  of the s p e c i f i c  l e a s e  p r o v i s i o n s .  T o  r e t r o a c t i v e l y  
c h a n g e  m a t e r i a l  t e r m s  o f  a c o m p e t i t i v e l y  b i d  l e a s e  c o n t r a c t  
is l e g a l l y  q u e s t i o n a b l e ,  and w o u l d  u n d e r m i n e  the s t a t e ' s
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a b i l i t y  to e n f o r c e  o t h e r  l e a s e  t e r m s  b y  e n c o u r a g i n g  l e s s e e s  
t o  l o b b y  t h e  l e g i s l a t u r e  w h e n e v e r  D N R  t a k e s  l ease e n f o r c e­
m e n t  action.

• S o m e  h a v e  a s s e r t e d  d u r i n g  l e g i s l a t i v e  d e b a t e  o n  SB 309 
and the v a r i o u s  c o m m i t t e e  s u b s t i t u t e s  th a t  the s t a t e ' s  
i n t e r e s t s  are p r o t e c t e d  d u e  to its a b i l i t y  to t a k e  r o y a l t y  
gas in kind. If the s t a t e  t h i n k s  a c o n t r a c t  v a l u e  is too 
low, t h e  s t a t e  c a n  t a k e  its gas in k i n d  a n d  s e l l  it for a 
h i g h e r  value, some h a v e  argued.

In k i n d  t a k i n g  is a s a f e g u a r d  o f  q u e s t i o n a b l e  v a l u e .  The 
gas m a r k e t  is l i m i t e d  —  e s p e c i a l l y  on  a d a y - t o - d a y  basis. 
M o r e  i m p o r t a n t l y ,  the s t a t e  is in a v e r y  d i s a d v a n t a g e o u s  
m a r k e t i n g  p o s i t i o n .  R o y a l t y  c o n t r a c t s  m u s t  go t h r o u g h  
a d m i n i s t r a t i v e  a n d  l e g i s l a t i v e  p r o c e d u r e s  t h a t  d i s c o u r a g e  
p o t e n t i a l  b u y e r s .  T h e  state, u n l i k e  t h e  p r o d u c e r s ,  c a n n o t  
c o n t r o l  the v o l u m e  o f  g a s  u n d e r  any in k i n d  sale, s i n c e  the 
s t ate s i m p l y  t a k e s  a p e r c e n t a g e  o f  the a m o u n t  p r o d u c e d  and 
s o l d  by  the lessees. T h e  s t a t e ' s  a b i l i t y  to  m e e t  a p o t e n t i a l  
c u s t o m e r ' s  v o l u m e  n e e d s  is o b v i o u s l y  s e r i o u s l y  h a n d i c a p p e d  
by the f a c t " t h a t  the s t a t e ' s  r o y a l t y  v o l u m e  is a f i x e d  l / 8th 
of w h a t e v e r  the l e s s e e s  h a p p e n  to p r o d u c e  in a g i v e n  p e r iod. 
L a s t l y ,  w h i l e  the s t a t e ' s  r o y a l t y  s h a r e  is s u b s t a n t i a l ,  it 
c o m e s  f r o m  m a n y  w e l l s  in m a n y  fields. T h i s  p r o v i d e s  a 
u n i q u e  e x t r a  i m p e d i m e n t  to  the s t a t e  b y  a u g m e n t i n g  the 
p r a c t i c a l  p r o b l e m s  o f  c o l l e c t i n g  a n d  d e l i v e r i n g  the gas.

• T h e  o r i g i n a l  SB 309 m a y  c o n t r a v e n e  i m p o r t a n t  l e g a l  
p r i n c i p l e s ,  and the p o l i c i e s  u p o n  w h i c h  t h o s e  p r i n c i p l e s  are 
f o unded. U n d e r  s e p a r a t i o n  of p o w e r s  p r i n c i p l e s ,  the 
l e g i s l a t u r e  is c h a r g e d  w i t h  p a s s i n g  laws, t h e  e x e c u t i v e  is 
c h a r g e d  w i t h  i m p l e m e n t i n g  t h o s e  laws, a n d  t h e  j u d i c i a r y  is 
c h a r g e d  w i t h  i n t e r p r e t i n g  t h o s e  laws. T o  d a t e  t h a t  c o n s t i­
t u t i o n a l  s c h e m e  has b e e n  f o l l o w e d  in o i l  a n d  gas leasing.
T h e  l e g i s l a t u r e  b e s t o w e d  b r o a d  d i s c r e t i o n  u p o n  D N R  to 
s p e c i f y  the t e r m s  o f  c o m p e t i t i v e  oil a n d  g a s  leases. P u r­
sua n t  t o  t h a t  a u t h o r i t y ,  D N R  h a s  i s s u e d  m a n y  oil and gas 
l e a s e s  o v e r  the l a s t  q u a r t e r  c e n t u r y .  L a w s u i t s  h a v e  b e e n  
f iled u n d e r  w h i c h  t h e  j u d i c i a r y  w o u l d  i n t e r p r e t  t h o s e  
leases. In c o n t r a s t ,  the o r i g i n a l  SB 309 w o u l d  p u r p o r t  to 
l e g i s l a t i v e l y  e s t a b l i s h  the r o y a l t y  d u e  on e x i s t i n g  leases, 
i r r e s p e c t i v e  and in d e r o g a t i o n  of t h e  t e r m s  of  the l e a s e s  
a nd any j u d i c i a l  i n t e r p r e t a t i o n  of t h o s e  leases. F o r  the 
l e g i s l a t u r e  to r e w r i t e  t h e  t e r m s  of  v a l i d  l e a s e  c o n t r a c t s  to 
w h i c h  it is not a p a r t y  v i o l a t e s  t h e  p r i n c i p l e  of  s e p a r a t i o n  
o f  p o w e r s  by i n v a d i n g  b o t h  the e x e c u t i v e  a n d  j u d i c i a l  
f un c t i o n s .  See S t a t e  v. A . L . I . V . E .  V o l u n t a r y ,  606 P . 2d 769 
(Alaska I p n o T T ' B t a d n e r  v. H a m m o n d , 553 P . 2 d  1 (Alaska 1976), 
P u b l i c  D e f e n d e r  A g e n c y  v T ~ S u p e r i o r  C o u r t ,  T h i r d  J u d i c i a l  
D i s t r i c t , 534 P . 2d 947 (Alaska 1975), 1981 Inf. Op. A t t ' y  
Gen. (Nov. 3; J66 — 159 — 82) and 1976 Inf. Op. A t t ' y  Gen.
(Feb. 11).
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T h e  o r i g i n a l  SB 309 m a y  a l s o  c o n t r a v e n e  the p u b l i c  
p u r p o s e  r e q u i r e m e n t  of A l a s k a  C o n s t i t u t i o n  art. IX, § 6. To 
the e x t e n t  the b i l l  m a y  be c o n s t r u e d  to o v e r r i d e  r e c e n t  
s e t t l e m e n t  a g r e e m e n t s  a n d  to r e q u i r e  a r e f u n d  to  s p e c i f i c  
oi l  c o m p a n i e s  o f  p a y m e n t s  m a d e  u n d e r  t h o s e  s e t t l e m e n t s ,  the 
b i l l  c o u l d  be h e l d  to be  i n v a l i d  b e c a u s e  o f  the l a c k  of a 
p u b l i c  p urpose. S e e  1980 Op. A t t ' y  Gen. No. 19 (Sept. 22) .

In s u m m a r y ,  the o r i g i n a l  SB 309 do e s  n o t  p r o t e c t  the s t a t e ' s  
i n t e r e s t s  b e c a u s e  it b i n d s  the s t a t e  as la n d  o w n e r  to 
c o n t r a c t s  to w h i c h  it w a s  n o t  a party, w i t h o u t  a d e q u a t e  
p r o v i s i o n  to a s s u r e  a f a i r  v a l u e  for t h e  s t a t e ' s  r o y a l t y .
T h e  l e g i s l a t u r e  p r e v i o u s l y  has d i r e c t e d  the d e p a r t m e n t  to 
m a x i m i z e  the v a l u e  of t h e  s t a t e ' s  oil and gas r e s o u r c e s  for 
the b e n e f i t  of A l a s k a  c i t i z e n s .  A d o p t i o n  o f  the o r i g i n a l  SB 
309 w o u l d  b e  a m a j o r  d e p a r t u r e  f r o m  t h i s  goal.

S i n c e r e l y ,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

cc: M e m b e r s  of the H o u s e  R e s o u r c e s  C o m m i t t e e
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Y u k o n  Pa c if ic  C o r p o r a t io n

April 24, 1986

Hon. R i c h a r d  Shultz, Co -Chairman 
H o u s e  R e s o u r c e s  Co m mittee 
A l a s k a  s t a t e  L e g i s l a t u r e  
J u n e au .,  A l a s k a  <>9811

D e a r  R e p r e s e n t a t i v e  Shultz:

T h a n k  you for t a k i n g  time r e c e n t l y  to discuss senate 
Bill 309, the bill r e l a t i n g  to v a l u a t i o n  of royalties c o l­
lec t e d  b y  t h e  state from oil and gas production.

Th i s  bill, as it comes t o  y o u r  committee, is more 
t h a n  a "tax" on R a i l b e l t  consumers, r a i s i n g  the p r i c e  of 
B e l u g a  r o y a l t y  gas suppl i e d  to c h uga ch Electric 
A s s o c i a t i o n  from 26 cents to 75 cents per thousand  cubic 
feet. In effect, this bill denies A l a s k a ' s  oil and gas 
p r o d u c e r s  t h e  a b i l i t y  to make promi ses they can keep when 
t h e y  n e g o t i a t e  terms on long-term contracts.

W e  b e l i e v e  t h a t  is very dangerous. A t  a time w h e n  we 
are i n v o l v e d  w i t h  a large group of J a p a n e s e  and Korean 
c o m p a n i e s  in efforts to d e velop the poten t i a l  of North 
S l o p e  gaa, it is w r o n g  to send the signal that the State 
of A l a s k a  wants to e s t a blish the right to c ha nge prices 
unilate rally, w i t h o u t  regard for any c o n t r a c t  w h i c h  may 
come about.

Some have a r g u e d  that the state has h a d  that right to 
r e v a l u e  its r o ya lty share all along, t h a t  the right to 
i n t e r f e r e  w a s  a greed to up front w i t h  produ c e r s  in the 
o r i ginal lease form. A n d  while courts in Texas have 
b a c k e d  up that interpretation, lat-^r decis i o n s  in Oklahoma 
h a v e  a g r e e d  that a c o n tract is a contrac t and that if the 
p r i c e  is n e g o t i a t e d  in good faith that is the pric e the 
r o y a l t y  o w n e r  deserves.

Here, in Alaska, we can afford no o t h e r  approach. To 
s u c c e e d  as an economy, A laska must sell m o r e  and m o r e  of 
our r e s o u r c e s  in the h i g h l y  c omp etitive international 
market. Several gaa contracts from p r o d u c t i o n  on state
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Hon. R i c h a r d  Shultz 
A p r i l  24, 1986 
P ag e T w o

l e ases are u n d e r  d i s c u s s i o n  or n e g o t i a t i o n  r ight now, both 
in the N o r t h  S lope a nd tha Coo k Inlet. As an owner, the 
s t at e w o u l d  be f o o li sh  to install a "trap door" in the 
c o n t r a c t i n g  process.

A s  y o u  c o n s i d e r  this legislation, I h o p s  you  will 
k e e p  the  f o l l o w i n g  p o i nt s in mind:

First, p r i v a t e  p r o d u c e r s  m ak in g l o n g - t e r m  c on tr ac ts  
n e e d  t h e  f l e x i b i l i t y  to act q u i c kl y in a c o m p e t i t i v e  
situation, and t h e y  are h a m p e r e d  in t h e i r  n e g o t i a t i o n  if 
t h e i r  r e s u l t s  m u s t  later be ap pr o v e d  b y  the roy al ty  owner.

Second, t h e s e  p e o p l e  are in b u s i n e s s  to ma ke  a 
profit. T h e i r  inte re st  is the same as the state: to c o l­
lect as m u c h  as t h e y  can from production. But first 
p r o d u c t i o n  m u s t  start, and fi na nc in g  p r o d u c t i o n  and 
t r a n s p o r t a t i o n  facili ti es  requires the st ab il it y  of 
l o n g - t e r m  contracts.

Third, in the ga s market, not all gas from the sameHaa th o  aama v i i lu o . .Tuofc aa ynn m i f
p r i c e s  for a seat on tha same airplane, d e p e n d i n g  on wh en  
y o u  c o m m i t t e d  a nd w h e r e  y ou 'r e  u l t i m a t e l y  going, gas 
fetc he s d i f f e r e n t  p r i c e s  for d i f f a r a n t  uses. Thera is no 
p r e v a i l i n g  price.

Fourth, in all casGS, the state m a i n t a i n s  the abil it y  
to ta ke  its oil and gas in k i n d  and to sell it at a h i gh er  
v a l u e  if it b e l i e v e s  it is not g e tt i ng  the bas t v al ue  
u n d e r  t he contract.

If l e g i s l a t i o n  is to pass this committee, it is our 
h o p e  t h a t  y o u  w i l l  n o t  deny those y ou ' ve  invitad to help 
d e v e l o p  A l a s k a ' s  po te nt ia l tha right t h e y  h av e to h a v e —  
to ke ep  t h e i r  p r o m i s e s  to t he ir  customers.

W i t h  be st  regards,

Sincerely,

f C ' - i  ■

M e a d  Tre a dw el l
Vi c e P r e s i d e n t  and T r e a s u r e r



Background Paper 
U.S. -  Japan P re fe a s ib ility  Study 
Alaska Asian Gaa Syatem (AAGS)

To develop a cap ita l cost estimate fo r  and to teat the market recep tiv ity  
to a p ro jec t to qovs natu ra l gas o f f  the North Slope o f Alaska.
A gee transportation system out o f Prudhoa Bay is  lik e ly  to b* one o f the 
la rgest p rivate pro jects in world h ia to ry . Making i t  happen w i l l  require 
tha e f fo r t s  o f severa l companies and savara l countries.
The American side* with A tlantic R ich fie ld  Company as study operator,
w i l l  develop a cap ita l costa estimate fo r  an approximately 300 mile
p ipe line from Prudhoe Bay to the south coeat o f Alaaka* with conditioning
fa c i l i t i e s  at Prudhoe Bay and lique fac tion  and pore fa c i l i t i e s  at Point 
Gravina. The choice o f Gravina in this study does not preclude other 
p o ten tia l p ipeline terminuaeo, such as N ik iak i, Valdez, and D r i f t  S iva r, 
in la te r  detsrm lnations.
The Japanese aide, with the In s titu te  o f Energy Economic* aa study
operator* w i l l develop cost estimates fo r  shipping, reg aa ifiea tion , *nd 
domestic d istribu tion* a a v a i l as devising severa l scenarios fo r the 
post-1990 LNG market in Japan.
Pa rtic ipan ts!

U.S. 31da
Raprcsentstive/Operator 

A tlan tic  R ich fia ld  Co.
Other sponsor

Yukon Pac ific  Corporation 
Observer

State o f Alaska

P u r e o a e t
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Japanese Sids
Rapreaentntlver The Committee fo r Energy Policy Pronotion 
Operator; The In s titu te  of Energy Economics 
Other sponsors;
C. Ztoh & Co.
Marubeni Corporation 
M itsubishi Corporation 
M itsui & Co.
Nisoho Iwai Corporation

Tho Bank o f Tokyo 
The In d u s tr ia l Bank o f Japan 
Long-Term Credit Bank o f Japan 
Sumitomo Trust .and Banking Co. 
Sumitomo Corporation

Timetable:
The study o f f i c i a l ly  began June I ,  1983 and la  expected to la s t approxi­
mately 18 month's.
Coat o f the studies:
Tota l costa Ot Cho studies to Uk pesrvtiatsU by bosh widen v i l l  Araoune t<? 
approximately $3.8 m illion# with about equal d iv is ion  in re spon s ib ility  
between the buying and se llin g  sides.
Contractorsi
Tha American study operator hao contracted with Bechtel Petroleum to 
undertake tha engir.aerinjjf studies required to r a cap ita l coat estimate.
H is to ric a l Background;
Since discover/ o f tha Prudhoe Bay o i l  f i 2 ld  in 1958# severa l attempts 
have been mede to daaign and construct natu ra l gaa transportation 
fa c i l i t i e s  from Alaska to tha Lover 48 etatea. Sinca commencement of 
o i l  production end shipment through the Trans Alaska p ipeline system# in 
Juns 1977, gas produced with the o i l  hag been roin j#ctad>into the f ie ld . 
Tha f ie ld  reserve o f about 26 t r i l l i o n  cubic feet could be produced at a 
rAte o f two b i l l io n  cubic feet or more per dAy over a period o f 25 
years. As LNG# that production equates to 10-15 m illio n  tons par year. •
In  1977, President Carter selected the Alaska Natural Gas Transportation 
System (ANGTS) as tha preferred p ro ject to bring gas in to the Lower 48 
ststea on an overland route through Canada. The p ro ject has obtained 
moat of the permits necessary fo r  construction; however, lack o f a gas 
market fo r  the p ro jec t caused aponaore In 1982 to postpone in d e fin ite ly  
the commencement o f construction.
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That same year, Governor Jay Hammond aakid two o f tha his predscsaaora, 
V a lte r J . Kick*! and tha la te  William A. Egan, to undertake a icraanin.'? 
aeudy of a ltam a tiva  methods to market North Slop* j a a .  Ti\k report o f 
tha Governor's Economic Cormsittsa on North Slcpa Gas prouosad an 820 a i l*  
Trana Alaska Gas System astiaacad to coat npprojciactaiy 314.6 b i l l i o n . 
Estinacad costa o f financing, in f la t io n , and t*xtf during construction 
aacalattd tha figure to $26.2 b i l l ic n . Governor W illiam  Sbaffia ld  
accepted tha raport. That spring, Alaska's le g is la tu re  endorsed fu rthe r 
pursuit o f gas exports.
In January o f 1983, Praoldant Reagan and ?rina M inister Nnkaacna oat up a 
5ubcabinat le v e l Join t Energy Working Group to diacuas energy cocparaeion 
batvoan tha U.S. and Japan. Examining tha opportunities o f Joint davalop- 
mont of: North Slopa gaa va* part of tha charge o f that group, chaired on 
tha U.So *±da by Undoraacratary of Stata fo r Economic A ffa irs , A llan 
Wallis. Tha working group, and a subsidiary group o f axparto, mat 
severa l tioas and made ona v isiit to Prudhoa Bay. In November 1933, at a 
summit seating .in  Tokyo, Prosidant Reagan and Prime M inister Nakasons 
iaauad a Jo in t atatament endorsing tha idaa o f a p rivate p r« rs a * ib i li t7  
study on jo in t  davolopsant- o f an Alaska gaa transportation ayatera,
Turing la ta  1983 and 1934, laador3 o f A tlantic R ich fie ld  Company and 
Yukon P ac ific  Corporation sat with rapraoeatotivog of Japanese companies 
to nak* arran2os.sr.tD fo r  tha naxt accp — aa in te rna tiona l study which 
would giva both oidas tha information chsy naad to aaka a decision 
concerning construction of tha p ro jec t.
The study agraamant was signed A pril 26, 1985. Successful formation o f 
the study group via raportud to President Reagan by Prime M inister 
Nakasone at the 3onn summit in May 1935.



STATS O F  ALASKA

Ur;ut:ve
• iLC>*t 'o .

R e la t in g  to m arketing  and t r a n s p o r t in g  A la s k a 's  n a tu ra l  g a l .

8E IT RESOLVED 8V THE LEGISLATURE OF THE STATE OF ALA SKA :

‘flKE&!AS the l a r j y s t  j ; j i  f i e l d  in  the  S'ortn / - e r i c a -  c o n t i­
nent v s t o ia co ve rad  15 y e a rs  sgo a t  Prudhos 3ay , an A ia s x a 's  
Nortr. S lo p e i ir.d

VHISEAS s in e s  th a t  t i n t  i t  h is  h ic n  th * -o iLcy  o f A la s k a 'a  
a c s ta  governsenc to p r c r o t *  a ll e n v iro n m e n ta lly  lo u r.c , p r iv a s ia y  
f in a n c e d  t ra n s p o r ta t io n  s y s te a  th a t  would a H aw  North S lope 
n a tu ra l  gas to co re  cc m a rk e t, w h ilo  p ro v id in g  a n e w  scu rcn  c :  
energy fo r  A la s k a 's  in t e r io r  end raw r .a c e r ia i  f u r  fu tu re  in d u s t ry  
th ro u ih su s  the s c a to i and

VHEREAS a r t c r t s  by tha U n ite d  S ta te s  end Canadian g cverr.- 
r .s n t i  and p r iv a t e  in d u s t r y  to aova n a t u r a l  gas iro n  the S o r t s  
S lope to  su p p ly  the m .idvcocem  and p a c i f i c  Jta cn s  have toen 
su p p o rt ic  by the s t s t a  o f A la sk a  and s n a i l  sa sc ir .u a  to  have tha 
s t t c a ' s  su p p o rti ur.d

W EREAS in  or-dar to  s x p lo ra  a l l  p o s s i b i l i t i e s  o f r s r k e t in s  
N orth S lo p *  g a i ,  i t  i s  a ls o  in  th *  s t a c s 'a  b a it  in c e ra a t  to 
a x p io re  a l l  d a r k ie s i  end

L’KEREAS s u c c e s s fu l  r .n rk u t in g  o f A la s k a 's  North s lo p s  anergy 
re s e rv e s  can r e s u l t  in  in c re a s e d  energy e x p lo ra t io n , in  a secure  
ao u rcs o f  energy s u p p ly , c o n t r ib u t in g  to botr. the aeoncnio  and 
ar.srgy  s e c u r it y  c f  tr.e  u 'n itcu  S t a t e s i  and

WHEREAS sn A la sk a n  n a tu ra l  gas t r a n s p o r ta t io n  sy sto n  i s  
committed to d e l iv e r  n a t u r a l  gas to A la o k a 's  in t e r io r  to r  energy 
and raw r x t o r i a l  to r  in d u s t ry  i r .  o ro u r to support economic d iv e r *  
a i f i c a c io m  and

Source

THE LEG ISLA TU RE 

• :si

/«*»" .y,. ■ I*.;.

. ** ■ »e*3»iee.



VHERSA5 cho S ta ta  o f A la sk a  . s i r e s  to r s  on r s c o ru  ..A  sop- i
per : t r . ;  sa y  n a tu ra l  gas t r a n s p o r ta t io n  jy s te n  : . - a :  v o u ic  ! « U v r r  
gas co m y  taarkec i m i  ;

WWEP.EAS i t  13 ir . th a  i t a t  in t e r n s :*  ci  m e  o s m io  c :  A laska  ■
t h a :  tha s c a t *  g o varn re r.c  l := r o d ia :e lv  »-rcsr in to  r .a r c i i a t i c n ?  : : -  
th e  s a l *  3 t  th * s t a t e 1 a r t y a . t y  tr.:ar»»; lr. N orm  S i n n  -.jturs. «
a t i  fo r  i n - a t i t *  : m  aa a c a t a ly s t  to r  t s r e t r u c t ic r .  a :  s ‘. f . - .o • '!
p a rc a c ie n  s y J t in  to r  A la sk a  s r .d tu ra . ; a s i

SE IT  RESOLVES by the A la lk a  S ta te  L s g ie la t u r e  chat the 
a ta c a  o f A laaka  f u l l y  su p p o rt! tha  a f f o r t r  s t a l l  c v r .n r i  a t tha 
gas and o th a r  p a r t i t a  to p a rk a t  the  N orth S lo p e  c a n  and be i t

FURTHER RESOLVED th a t  th *  S ta ta  o f A la sk a  re s u s s c s  tha 
f a d e r a l  govo rntunc to re n o v i any in r a c iu m t s  f r a e lv  n a rm e ir .e  
N orm  S lope g a i c r  o i l  th a t  w ould not i r t e o t  the  o r . ;c m a  t n c r t s  j
o f  p r iv a t e  in d u s t ry  to ic r .a t tu c c  a ;a s  t r a n s p o r ta t io n  j y a i m  1
o v t r la n d  i r o n  A la s k a i and ba i t  j

FURTHER RESOLVED th a t  a l l  t ra d in g  p a r t r . t r *  o f A la sk a  * re  j
s t ro n g ly  urgad to o o r .t ld a r  i r e  take  a d v e n t a i l  o f :r .o  . a r . e i i t *  <
th a t  a oaeu re , lo n g - ta ra  t r a c in g  r a .a c ie r .m t ?  w it.-. A la sk a  wou.a 
o f f e r ;  and b« i t

FURTHER RESOLVED th a t  tha le g is la t u r e  t a l l 3  upon the cwr.ars 
c t  tha g aa , A le a k * ' I  d t la g a t ia n  lr . lo .- g r s js ,  and a . I  o th e r p a t ­
t i e s  w ith  an t r .c o r a it  i r .  t h i  ;a s  to am p ler* e v e ry  ro a m  to p r i ­
v a t e ly  f in a n c e  and constr-acc a t r a m p o r t a t i ; .- .  ay a ten  fo r  A la s k a ' i  
n e lu r a l  g a s ; and b * - l t

FURTHER RESOLVED th a t th *  S ta ta  A la s k a  im e d io t s i y  a.-.tor
ir .to  r .a g s - . ia t lt n s  f a r  th *  s a ls  : :  i t s  r o y a l t y  i r . t s r r o e  in  Norm
S lo p e  gas to I r .- s c a ie  u ia r s  in  o r o j r  th a t  they and tha ec .ita  
s t r v e  a i  « c a t a ly s e  f e r  the c a n t t r u t t ia n  : :  a t r a n s p o r ta t io n
s y s ta n  t a r  A la s k a 'a  n a tu ra l  gas.

COPIES o f  t h is  n i o l u c i a n  s r .a l l  ca  ser.c to tha i io n o r js ia  
Ronald R a .u e n , .’ r ^ l d s n t  o f tr .a  Indeed  S t a t a i i  th *  Kouoraoin 
Caorga S c h o l ia ,  S a c ra c a rv  o f S t a t u  t.-.a H onorab le Jano s V a t t .
S e , . . , ; . ^ — 1 .: >--i *U(, M lr t rA p le  h a lc o ln  r s ia r id g o ,
S e c ra ta ry  of C o tca rco i m e K s r .t r » h i*  l e r r ;a  s u sn . v re a « r to a .o l ..w  
o f  th* UniCAd S t n t s i  and P rn s id a r .c  : f  tr .a  U .S . Sanato i tha rio r.tr- 
a b lo  Th.onns P . C 'N a l l l ,  J r . ,  S p e a m r o f the U .3 . H ou it o f R-ep- 
r a s a n t a t iv e *  i and to cha Konoi’ io la  Tea S ttv e n s  and tha H onorso.a 
“ ran k  M urRow tk l, 11,5, S e n a to rs , and the M onersb l* Don Y ru r.g , U .S . 
R e p r * i* r i t n t iv e , c-.aabert or tha A la sk a  d e la g a t io n  ir .  C o n g ro s i.

LR  19 -2-

ourca

J  o t c. a 1.‘, t h in g  a J o l t

c£ |T nE30LV£D BY

'-*tiER£A3 th a  
a u t f t i j l io h c d  Gpucl- 
u * u * 8  a In c *  1972 ,-

•JHEREA3 th e  
t i l  svw nuas doxs 
- .s a l w it h  o i l  and

VKSRSAS i e  
L o g i s l a t u r *  b* ’• 

n i l  and »:

3E  IT  RESOIT 
ricuao and 3 *n » c *  
is s u a a  r e l a t i n g  t

FURTHER res 
ra n o a i's  o f  th *  
'tetobere o f  th e  i 
U a r.a t*  C c c n l t c t c

PURTHSR RES 
on O i l  and Uaa i 
o f th e  l a s i a l a c  
f i r i t  S e a a io n  o f
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SR 3I1D: (Original) SB 303: (Senate Resources 

Committee)

Tor the purpose cf determining 

the value Qf the state's share 

of royalty gas, taken In-value 

and sold pursuant to a 

long-term contract, the 

Department of Natural Resources 

would be required to use the 

long-term contract price unless 

it could shov/, by clear and 

convincing evidence, that the 

contract price was unreasonably 

low at the time the contract 

was entered 1ntc. The bill 

v’ould apply to all leases 

Issued before and after the 

effective date of the act and 

would also apply to all types 

cf gas sale contracts.

V.'ithin 90 days of the written 

request of a lessee, the 

Commissioner of the Department 

of Natural Resources would 

enter into an agreement with 

the lessee to value the state's 

share of In-value royalty gas 

at the contract price, unless 

the Commissioner made a 

finding, based on clear and 

convincing evidence, that the 

price was unreasonably low and 

the reduction In royalties 

Would not be offset by benefits 

to consumers. This version of 

the bill would only apply to 

ar m ’s length contracts between 

lessees and non-profit electric 

cooperatives or municipal 

electric utilities. The bill 

would also allow 1 n-K1 rid gas 

sales at less than market value 

ar.d would apply only to 

contracts entered into after 

the effective date of the act.

0 4 2 W 4 5 7 a - l t r s / l c

SB 309; (Senate Rules 

Committee)

Expanded the operative effect 

of SB 309 (Resources) to local 

regulated electric and gas 

utilities and added a procedure 

for establishing the royalty 

value of gas in arm's length 

contracts for the sale of gas 

from Prudhoe Bay reservoirs, 

via pipeline, for export from 

the state. For Prudhoe Bay 

gas, the Department of Natural 

Resources Commissioner could 

enter into an agreement to use 

the contract price to value 

in-value royalty gas provided 

the Commissioner makes a 

written finding that the 

contract price would assure 

maximum benefit to the people 

of Alaska.

SB 309: (House Special

Committee on Oil & 
Gas)

Deleted the section dealing 

with Prudhoe Bay gas. The' 

Committee also deleted the 

requirement that, any decision 

by the DNR Commissioner not 

to use the contract price 

(for ar m’s length contracts 

between lessees and gas or 

electric utilities) must be 

based on clear and convincing 

evidence. The Committee 

added a new requirement that 

a gas utility, if It owned a 

gas pipeline, must agree to 

common carrier status under 

Alaska statutes, In order to 

obtain the benefits provided 

1n the bill.



CHRONOLOGY OF 
ROYALTY GAS DISPUTE

I960

1962 

1965

1968

1973

Dec. 1982 

M a r c h  13, 1985 -

Late A p r i l  1985 -

M a y  1985 

Feb. 19, 1986

M a r c h  1985 

A p r i l  17, 1985 -

(As of A p r i l  23, 1986)

S t a t e  l eases w i t h  ARCO, Shell and C h e v r o n  
(or t h e i r  p r e d e c e s s o r s - i n - i n t e r e B t ) (DL-1)

B e l u g a  U n i t  A g r e e m e n t

C h u g a c h  signs c o n t r a c t  w i t h  ARCO, Shell and 
C h e v r o n  for  B e l u g a  gas.

C h u g a c h ' a  B e l u g a  g e n e r a t i n g  p l a n t  b e g i n s  
operation.

C h u g a c h  signB n e w  c o n t r a c t s  w i t h  AJRCO, Shell 
a nd C h e v r o n  f o r  B e l u g a  gas.

A l a s k a  P i p e l i n e  signs gas c o n t r a c t s  w i t h  
M a r a t h o n  a n d  Shell.

D N R  n o t i c e  to lessees a s s e r t i n g  "market v al u e"  
f a r  r o y a l t y  gas.

ARCO, Shell & C h e v r o n  file l i t i g a t i o n  a g a i n s t  
s t at e o v e r  t he r o y a l t y  gas revaluation.
(ARCO and C h e v r o n  n a m e d  C h u g a c h  as a co- 
de fe nd an t)

SB 309 and o t h e r  b i l l s  i n t r o d u c e d  to tie 
r o y a l t y  g a s  v a l u a t i o n  to l o n g - t e r m  c o n t r a c t  
price.

A g r e e m e n t  b e t w e e n  C h u g a c h  a n d  state on 
S e n a t e  R e s o u r c e  C o m m i t t e e  S u b s t i t u t e  for 
SB 309; t e n t a t i v e  s e t t l e m e n t  of l i t i g a t i o n  
b a s e d  on p a s s a g e  o f  t h i s  bill.

A m e n d e d  SB 309 p a s s e s  out  of S e na te  R u l e s  
C o m m i t t e e  a n d  Senate.

A m e n d e d  SB 309 (Oil <& Gas) p a s s e s  o u t  of H o u s e  
S p e c i a l  C o m m i t t e e  o n  O i l  & Gas.

0 4 2 3  8 6 / 4 5 6 “-I t r s / l e



P O U C H M
JUN EAU . ALA SKA 99811 
PHONE: 907-465-2400

BILL SHEFFIELD, GOVERNOR

O F F IC E  O F  T H E  C O M M IS S IO N E R

A p r i l  24, 1986

The H o n o r a b l e  R i c h a r d  S h u l t z  
C o - C h a i r ,  H o u s e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. Box V 
Juneau, A K  99811

D e a r  R e p r e s e n t a t i v e  S h u l t z :

F o l l o w i n g  up  on m y  l e t t e r  to y o u  e a r l i e r  this w e e k  on 
HCS C S S B  309 (0 &  G ) , I am w r i t i n g  to p r o v i d e  m o r e  
i n f o r m a t i o n  a b o u t  an a m e n d m e n t  th a t  the D e p a r t m e n t  s u p p o r t s  
and r e c o m m e n d s  to the C o m m i t t e e  (see a t t a c h m e n t ) .

The p u r p o s e  of the b i ll, w h i c h  we s t r o n g l y  e n d o r s e ,  is to 
p r o v i d e  a g r e a t e r  m e a s u r e  of c e r t a i n t y  in r o y a l t y  gas 
p r i c i n g  for A l a s k a  c o n s u m e r s .  The b e n e f i t s  o f  the n e w  
p o l i c y  e m b o d i e d  in t h e  b i l l  w i l l  be s h a r e d  by a l a rge n u m b e r  
of A l a s k a n s .  W e  r e c o g n i z e  th a t  u n c e r t a i n t y  in l o n g - t e r m  
p r i c i n g  o f  r o y a l t y  gas c a n  c a u s e  d i f f i c u l t y  in p l a n n i n g  for 
A l a s k a  u t i l i t i e s  and t h e i r  c u s t o m e r s ,  b o t h  in f i n a n c i n g  for 
p r o j e c t s  and in r a t e  s t a b i l i t y .

The a t t a c h e d  a m e n d m e n t  w i l l  h e l p  p r o v i d e  the c e r t a i n t y  th a t  
we b e l i e v e  A l a s k a  c o n s u m e r s  d e s e r v e .  In the s p e c i f i c  
s i t u a t i o n s  e n u m e r a t e d  (i.e., arms l e n g t h  s a l e s  to r e g u l a t e d  
ut i lities) w e  b e l i e v e  the p r e s u m p t i o n  s h o u l d  be t h a t  the 
C o m m i s s i o n e r  w i l l  a c c e p t  the c o n t r a c t  p r i c e  u n l e s s  t h e r e  is 
a c l e a r  and c o n v i n c i n g  r e a s o n  not to do so.

P l e a s e  c o n t a c t  me if y o u  h a v e  q u e s t i o n s  a b o u t  this l a n g u a g e .  
I h o p e  to be p r e s e n t  a t  y o u r  h e a r i n g  t o m o r r o w  m o r n i n g ,  and I 
a p p r e c i a t e  y o u r  a t t e n t i o n  t o  the bill.

S i n c e r e l y ,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

cc: C o m m i t t e e  m e m b e r s

A t t a c h m e n t s

1 0 -J 9 L H



BILL SHEFFIELD, GOVERNOR

D E I 'A i m i E N T  O F  N A T U R A L  K K S O U R U K S P O U C H M
JUNEAU. ALASKA 99811 
PHONE: 907-465-2400

OFFICE OF THE COMMISSIONER

A p r i l  22, 1986

The H o n o r a b l e  R i c h a r d  S h u l t z  
C o - C h a i r ,  H o u s e  R e s o u r c e s  C o m m i t t e e  
A l a s k a  S t a t e  L e g i s l a t u r e  
P.O. B o x  V  
Ju n eau, A K  99811

D e a r  R e p r e s e n t a t i v e  S h u ltz:

I a m  w r i t i n g  w i t h  r e g a r d  to HCS C S S B  309 (Oil and G a s ) , 
r e l a t i n g  to r o y a l t y  gas c o n t r a c t s .

The D e p a r t m e n t  s t r o n g l y  s u p p o r t s  the b i l l  as it h a s  co m e  to 
the C o m m i t t e e .  A f t e r  m a n y  m o n t h s  of n e g o t i a t i o n s  and 
d i s c u s s i o n s  a b o u t  the c o n s u m e r  i m p a c t  of our s t a t u t o r i l y -  
d e r i v e d  r o y a l t y  g a s  p o l icy, w e  a g r e e d  to s u p p o r t  a b i l l  
p r o v i d i n g  a p r e f e r e n c e  for gas c o n s u m e r s  in A l a s k a .  T h i s  
b e n e f i t  w i l l  a f f e c t  up to 2 7 0 , 0 0 0  gas and e l e c t r i c  c u s t o m e r s  
in A l a s k a  and in f u t u r e  y e a r s  if gas p r o d u c t i o n  o c c u r s  
e l s e w h e r e  in the state, w e  c a n  e x p e c t  e v e n  b r o a d e r  b e n e f i t s  
fr o m  u s e  of  t h e  s t a t e ' s  r o y a l t y  gas.

We  r e m a i n  o p p o s e d  to the o r i g i n a l  v e r s i o n  of SB 309 for a 
n u m b e r  o f  r e a s o n s .  T h e  o r i g i n a l  b i l l  w o u l d  h a v e  h a d  b r o a d  
c o n s t i t u t i o n a l l y  q u e s t i o n a b l e  impacts, and w o u l d  n o t  h a v e  
p r o t e c t e d  the i n t e r e s t s  of the s t ate or c o n s u m e r s .

H o w e v e r ,  w e  a r e  a w a r e  t h a t  some m e m b e r s  of t h e  House, 
i n c l u d i n g  s o m e  C o m m i t t e e  m e m b e r s ,  are i n t e r e s t e d  in a m e n d i n g  
HCS C S S B  309 (Oil and Gas) to a f f e c t  a b r o a d e r  r a n g e  o f  gas 
p r o d u c e r s  in A l a s k a .  E v e n  t h o u g h  I c o n t i n u e  t o  b e l i e v e  t h a t  
this i s s u e  s h o u l d  b e  c o n s i d e r e d  and d i s c u s s e d  in a n o t h e r  
p i e c e  o f  l e g i s l a t i o n  t h a n  th i s  " c o n s u m e r  b i l l , "  I am 
a t t a c h i n g  p o s s i b l e  l a n g u a g e  t h a t  p r o t e c t s  the s t a t e ' s  
i n t e r e s t s  a n d  c o u l d  be  a d o p t e d  if the C o m m i t t e e  w i s h e s  to 
a d d r e s s  the b r o a d e r  is s u e s  o f  r o y a l t y  gas v a l u a t i o n .



T h e  H o n o r a b l e  R i c h a r d  S h u l t z  - 2 - A p r i l  22, 1 9 8 6

A t t a c h m e n t  1 is l a n g u a g e  ( similar to the S e n a t e - p a s s e d  bill) 
to p r o v i d e  a m e c h a n i s m  for e s t a b l i s h i n g  the v a l u e  of r o y a l t y  
gas t h a t  c o u l d  be t r a n s p o r t e d  t h r o u g h  a p r o p o s e d  gas 
p i p e l i n e  f r o m  the N o r t h  Slope. P r o p o n e n t s  of the N o r t h  
S l o p e  g a s l i n e  h a v e  i n d i c a t e d  t h a t  it w o u l d  be d i f f i c u l t ,  if 
not i m p o s s i b l e ,  to a c h i e v e  f i n a n c i n g  for the p r o j e c t  w i t h o u t  
the a b i l i t y  to o b t a i n  c e r t a i n t y  a b o u t  the p r i c e  o f  the 
s t a t e ' s  r o y a l t y  gas. W e  r e c o g n i z e  the d e s i r a b i l i t y  o f  a 
m a j o r  N o r t h  S l o p e  gas m a r k e t i n g  p r o j e c t ,  and d r a f t e d  
l a n g u a g e  for the S e n a t e  R u l e s  C o m m i t t e e  t h a t  w o u l d  a s s i s t  in 
f i n a n c i n g  a g a s l i n e  p r o j e c t .  W h i l e  I w o u l d  p r e f e r  to see 
th i s  i s s u e  a d d r e s s e d  in a n o t h e r  bill, I b e l i e v e  t h a t  the 
a t t a c h e d  l a n g u a g e  d r a f t e d  by o u r  a t t o r n e y s  w o u l d  p r o t e c t  the 
i n t e r e s t s  of the s t a t e  and c o u l d  be a d d e d  to  HCS C S S B  309 
(Oil and G a s ) .

A t t a c h m e n t  2 is b r o a d e r  l a n g u a g e  to e s t a b l i s h  a g e n e r a l  
f r a m e w o r k  for s e t t i n g  the v a l u e  of r o y a l t y  gas for any u s e  
o t h e r  t h a n  t h o s e  s p e c i f i c  c o n s u m e r  u s e s  c o v e r e d  by the 
p r o p o s e d  Sec. (aa) u n d e r  Sec. 2 of this bill. T h i s  
p r o v i s i o n  w o u l d  a p p l y  to a N o r t h  S l o p e  g a s l i n e  or any o t h e r  
user. A g a i n ,  a l t h o u g h  I w o u l d  p r e f e r  to see th i s  i s sue 
a d d r e s s e d  in a n o t h e r  bill, I b e l i e v e  t h a t  the l a n g u a g e  w o u l d  
p r o t e c t  the i n t e r e s t s  of the s t a t e  and c o u l d  be a d d e d  to  HCS 
C S S B  309 (Oil a n d  G a s ) .

B o t h  p r o p o s a l s ,  in A t t a c h m e n t s  1 and 2, a l s o  w o u l d  r e q u i r e  
an a m e n d m e n t  to Sec. 5 of the b i l l  to p r o v i d e  t h a t  (bb) of 
the b i l l  is n o t  r e t r o a c t i v e  b u t  a p p l i e s  on l y  to gas 
p r o d u c t i o n  s o l d  u n d e r  a c o n t r a c t  e n t e r e d  in t o  o n  o r  a f t e r  
the e f f e c t i v e  d a t e  of the act.

A n  a m e n d m e n t  t h a t  w e  r e c o m m e n d  is to r e i n s t a t e  l a n g u a g e  t h a t  
a p p e a r e d  in the S e n a t e  R e s o u r c e s  and S e n a t e  R u l e s  v e r s i o n s  
of the b i l l  r e g a r d i n g  the s t a n d a r d  for t h e  c o m m i s s i o n e r ' s  
d e c i s i o n  to r e j e c t  u s e  of an a r m s ' - l e n g t h  c o n t r a c t  p r i c e  
b e t w e e n  a l e s s e e  and a gas o r  e l e c t r i c  u t i l i t y .  W e  r e c o m m e n d  
th a t  y o u  a d o p t  the a m e n d m e n t  o n  A t t a c h m e n t  3.
P l e a s e  c o n t a c t  m e  if y o u  h a v e  any c o m m e n t s  or q u e s t i o n s .  My 
s t a f f  w i l l  be p r e s e n t  at y o u r  F r i d a y  h e a r i n g  on the bill.

S i n c e r e l y ,

E s t h e r  C. W u n n i c k e  
C o m m i s s i o n e r

cc: C o m m i t t e e  m e m b e r s
Dr. J o y c e  M u r p h y ,  C h u g a c h  E l e c t r i c

A t t a c h m e n t s



A t t a c h m e n t  1

P o s s i b l e  a m e n d m e n t  of  CS for S B  309 (Oil a n d  Gas) w h i c h  w o u l d  add 
a n e w  v e r s i o n  o f  ( b b ) :

A S  3 3 . 0 5 . 1 8 0  is a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o
read:

(bb) In  t h e  e v e n t  o f  a c o n t r a c t  f o r  t h e  s a l e  of g a s  
f r o m  A l a s k a  N o r t h  S l o p e  g a s  l e a s e s  b y  m e a n s  o f  d e l i v e r y  of 
th e  g a s  t h r o u g h  a p i p e l i n e  for e x p o r t  o u t  of t h e  state, t h e  
c o m m i s s i o n e r  m a y  e n t e r  i n t o  an a g r e e m e n t  w i t h  t h e  l e s s e e  to 
u s e  t h e  p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  in t h e  g a s  s a l e s  
c o n t r a c t  as t h e  v a l u e  of t h e  s t a t e ' s  r o y a l t y  s h a r e  o f  g a s  
p r o d u c t i o n  s o l d  b y  t h e  l e s s e e  u n d e r  t h e  g a s  s a l e s  c o n t r a c t  
if t h e  c o m m i s s i o n e r  m a k e s  a w r i t t e n  f i n d i n g  t h a t  t h e  
c o n t r a c t  p r i c e  a s s u r e s  t h e  r e c e i p t  o f  m a x i m u m  b e n e f i t s  to 
t h e  p e o p l e  o f  t h e  s t a t e  in r e t u r n  f o r  t h e  s t a t e ' s  gas 
r e s o u r c e s ,  i n  o r d e r  t o  i n v o k e  t h i s  s u b s e c t i o n ,  a l e s s e e  
m u s t  m a k e  its w r i t t e n  r e q u e s t  n o  l a t e r  t h a n  90 d a y s  a f t e r  
t h e  f i r s t  d e l i v e r y  of g a s  u n d e r  t h e  g a s  s a l e s  c o n t r a c t .  T h e  
c o m m i s s i o n e r  s h a l l  t h e n  a c t  o n  t h e  r e q u e s t  in w r i t i n g  w i t h i n  
120 d ays. T h e  a g r e e m e n t  b e t w e e n  t h e  l e s s e e  a n d  t h e  
c o m m i s s i o n e r  m a y  b e  f o r  a l e s s e r  p e r i o d  o f  t i m e  t h a n  t h a t  
c o v e r e d  b y  t h e  l e s s e e ' s  g a s  s a l e s  c o n t r a c t ,  a n d  m a y  p r o v i d e  
fo r  a p e r i o d i c  r e v i e w  o f  t h e  r o y a l t y  v a l u e  t e r m  b y  t h e  
c o m m i s s i o n e r .  T h e  l e s s e e  s h a l l  h a v e  t h e  b u r d e n  of p r o v i d i n g  
all i n f o r m a t i o n  n e c e s s a r y  f o r  t h e  c o m m i s s i o n e r  to m a k e  an 
i n f o r m e d  d e c i s i o n ,  a n d  s h a l l  p r o v i d e  c l e a r  a n d  c o n v i n c i n g  
e v i d e n c e  t h a t  t h e  v a l u e  o f  t h e  g a s  is r e f l e c t e d  b y  t h e  g a s  
s a l e s  c o n t r a c t  p r i c e  r a t h e r  t h a n  b e i n g  a t t r i b u t e d  t o  
t r a n s p o r t a t i o n ,  m a r k e t i n g ,  m a n u f a c t u r i n g ,  o r  o t h e r  p r o f i t  or  
c o s t  c e n t e r s .  In t h i s  s u b s e c t i o n

(1) " A l a s k a  N o r t h  S l o p e  g a s  l e a s e s "  i n c l u d e s  a n y  g a s  
l e a s e  i s s u e d  b y  t h e  s t a t e  u n d e r  t h i s  s e c t i o n  t h a t  l i e s  in 
w h o l e  o r  in p a r t  n o r t h  of 68 d e g r e e s  n o r t h  l a t i t u d e ;

(2) " g a s  s a l e s  c o n t r a c t "  i n c l u d e s ,  in a d d i t i o n  t o  its 
o r d i n a r y  m e a n i n g ,  a w r i t t e n  a g r e e m e n t  f o r  t h e  i n t r a c o m p a n y  
t r a n f e r  o f  gas; a n d

(3) " p r i c e  f o r  t h e  g a s  e s t a b l i s h e d  in t h e  g a s  
s a l e s  c o n t r a c t "  i n c l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  
d e l i v e r a b i l i t y  a n d  o t h e r  c h a r g e s ,  a n d  o t h e r  f o r m s  o f  
c o n s i d e r a t i o n  r e c e i v e d  b y  t h e  l e s s e e  u n d e r  t h e  g a s  s a l e s  
c o n t r a c t .



A t t a c h m e n t  2

P o s s i b l e  a m e n d m e n t  o f  C S  f o r  S B  3 0 9  ( O i l  a n d  G a s )  w h i c h  w o u l d  a d d  

a n e w  v e r s i o n  o f  ( bb) : .

A S  3 8 . 0 5 . 1 8 0  i s  a m e n d e d  b y  a d d i n g  a n e w  s u b s e c t i o n  t o

r e a d :

( bb) I n  t h e  e v e n t  o f  a c o n t r a c t  f o r  t h e  s a l e  o f  g a s  

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

q u a l i f y  u n d e r  s u b s e c t i o n  ( aa) , t h e  c o m m i s s i o n e r  m a y  e n t e r  

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

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

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

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

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

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

r e t u r n  f o r  t h e  s t a t e ' s  g a s  r e s o u r c e s .  I n  o r d e r  t o  i n v o k e  

t h i s  s u b s e c t i o n ,  a l e s s e e  m u s t  m a k e  i t s  w r i t t e n  r e q u e s t  n o  

l a t e r  t h a n  9 0  d a y s  a f t e r  t h e  f i r s t  d e l i v e r y  o f  g a s  u n d e r  t h e  

g a s  s a l e s  c o n t r a c t .  T h e  c o m m i s s i o n e r  s h a l l  t h e n  a c t  o n  t h e  

r e q u e s t  i n  w r i t i n g  w i t h i n  1 2 0  d a y s .  T h e  a g r e e m e n t  b e t w e e n  

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

o f  t i m e  t h a n  t h a t  c o v e r e d  b y  t h e  l e s s e e ' s  g a s  s a l e s  

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

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

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

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

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

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

b e i n g  a t t r i b u t e d  t o  t r a n s p o r t a t i o n ,  m a r k e t i n g ,  

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

s u b s e c t i o n

(1 )  " g a s  s a l a s  c o n t r a c t "  i n c l u d e s ,  i n  a d d i t i o n  t o  i t s  

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

t r a n f e r  o f  g a s ;  a n d

(2) " p r i c e  f o r  t h a  g a s  e s t a b l i s h e d  i n  t h e  g a s  

s a l e s  c o n t r a c t "  i n c l u d e s  t a x  r e i m b u r s e m e n t  a m o u n t s ,  

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

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

c o n t r a c t .



A t t a c h m e n t  3

At p. 1, line 28, a fter "finding", insert:

b a s e d  o n  c lear  and c o n v i n c i n g  evid e n c e



C O O K  I N L E T  R O Y A L T Y  GAS V A L U A T I O N : 
An O v e r v i e w

A  P r e s e n t a t i o n  to the 
S e n a t e  R e s o u r c e s  C o m m i t t e e  

by:

E s t h e r  C. W u n n i c k e ,  C o m m i s s i o n e r  
A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

K a y  Brown, D i r e c t o r  
D i v i s i o n  o f  Oil and Gas 

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

B i l l  V a n  Dyke, P e t r o l e u m  M a n a g e r  
D i v i s i o n  o f  Oil a n d  Gas 

A l a s k a  D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

M a r k  W o r c e s t e r ,  A s s i s t a n t  A t t o r n e y  G e n e r a l  
A l a s k a  D e p a r t m e n t  o f  L a w

F e b r u a r y  10, 1986



2 / 5 / 8 6

L e a s e  i n t e r p r e t a t i o n : U n d e r  t h e  t e r m s  o f  its oil a n d  g a s  l e a s e  
c o n t r a c t s  w i t h  t h e  oil c o m p a n i e s ,  t h e  s t a t e  is e n t i t l e d  to r o y a l t y  
p a y m e n t s  d e t e r m i n e d  b y  t h e  h i g h e r  of t h e  p r i c e  r e c e i v e d  b y  an oil 
c o m p a n y  u n d e r  its s a l e s  c o n t r a c t ,  o r  t h e  v a l u e  of t h e  g a s  at the 
t i m e  of  p r o d u c t i o n .  T h i s  m e a n s  t h a t  t h s  p r i c e  r e c e i v e d  u n d e r  a 
l o n g - t e r m  g a s  s a l e s  c o n t r a c t  d o e s  n o t  c o n t r o l  r o y a l t y  v a l u a t i o n  in 
t h o s e  i n s t a n c e s  w h e r e  i n f l a t i o n  a n d  m a r k e t  f o r c e s  h a v e  c a u s e d  t h e  
c u r r e n t  v a l u e  o f  t h e  g a s  to  be  h i g h e r  t h a n  t h e  c o n t r a c t  price.

DN R  p o l i c y ;

(1) A s  l a n d  m a n a g e r  for t h e  c i t i z e n s  o f  t h e  e n t i r e  state, it 
is D N R ' s  r e s p o n s i b i l i t y  t o  o b t a i n  f a i r  v a l u e  for t h e  s t a t e ' s  oil and 
g a s  r e s o u r c e s  b y  c o l l e c t i n g  t h e  full r o y a l t i e s  t o  w h i c h  t h e  s t a t e  
is e n t i t l e d  u n d e r  its oil a n d  g a s  leases.

(2) D N R  s h o u l d  n o t  s e l e c t i v e l y  a b d i c a t e  its r e s p o n s i b i l i t y  to 
e n f o r c e  t h e  r o y a l t y  t e r m s  of  t h e  C o o k  I n l e t  g a s  l e a s e s  j u s t  b e c a u s e  
u t i l i t y  c o m p a n i e s  h a v e  a g r e e d  as p a r t  of  t h e i r  g a s  p u r c h a s e  c o n­
t r a c t s  t o  r e i m b u r s e  t h e  oil c o m p a n i e s  for r o y a l t y  c o l l e c t i o n s  m a d e  
by  t h e  state. A n y  c o n s u m e r  s u b s i d y  s h o u l d  b e  t h e  r e s u l t  of an 
a f f i r m a t i v e ,  d i r e c t  s u b s i d y  b y  t h e  l e g i s l a t u r e  as p a r t  of a c o m p r e­
h e n s i v e  e n e r g y  p o l i c y .

(3) D N R  s h o u l d  n o t  d i v e r t  f r o m  u n i f o r m  e n f o r c e m e n t  of t h e  oil 
a n d  g a s  l e a ses, s i n c e  s u c h  a c t i o n  could, in a d d i t i o n  to d i r e c t l y  
r e d u c i n g  r e v e n u e s  f r o m  a n y  l e a s e s  f r o m  w h i c h  r o y a l t i e s  a r e  n o t  f u l l y  
c o l l e c t e d ,  a l s o  i n d i r e c t l y  c a u s e  a m u c h  l a r g e r  r e d u c t i o n  in s t a t e  
r e v e n u e s  b y  i m p a i r i n g  t h e  s t a t e ' s  a b i l i t y  t o  e n f o r c e  t h e  r o y a l t y  
p r o v i s i o n s  of  t h e  N o r t h  S l o p e  leases.

T h e  p o t e n t i a l  c o n s u m e r  i m p a c t  r e s u l t  f r o m  a c t i o n s  b y  C h ugach, n o t  
t h e  state. T h e  r i s k  t h a t  g a s  v a l u e s  m i g h t  e s c a l a t e  t o  v a l u e s  in 
e x c e s s  of  t h e  l o n g - t e r m  g a s  s a l e s  p r i c e  w a s  a c i r c u m s t a n c e  f o r e s e e n  
b y  t h e  p a r t i e s  t o  t h o s e  s a l e s  c o n t r a c t s .  T h i s  is d e m o n s t r a t e d  b y  
t h e  f a c t  t h a t  t h e  c o n t r a c t s  b e t w e e n  t h e  oil c o m p a n y  l e s s e e s  and 
C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc. (Chugach) s p e c i f i c a l l y  a s s i g n  t o  
C h u g a c h  t h e  r i s k  o f  a n y  r i s e  in r o y a l t y  o b l i g a t i o n s .  T h e  s t a t e  w a s  
n o t  a p a r t y  t o  t h o s e  s a l e s  c o n t r a c t s .  T h e  c o n t r a c t  price, the 
a b s e n c e  of  a n  a d e q u a t e  p r i c e  e s c a l a t o r  o r  p r i c e  r e o p e n e r ,  a n d  t h e  
a s s i g n m e n t  t o  C h u g a c h  of  t h e  r i s k  o f  i n c r e a s e d  r o y a l t y  o b l i g a t i o n s  
w e r e  a l l  c o n d i t i o n s  e s t a b l i s h e d  b y  c o n t r a c t  b e t w e e n  C h u g a c h  a n d  the 
l e s s e e s  w i t h o u t  s t a t e  p a r t i c i p a t i o n .

E x i s t i n g  l a w  p r o v i d e s  an a d e q u a t e  m e c h a n i s m  for l o n g - t e r m  r o y a l t y  
c e r t a i n t y :  D N R  is s y m p a t h e t i c  t o  t h e  d e s i r a b i l i t y  o f  l o n g - t e r m
c e r t a i n t y  in r o y a l t y  m a t t e r s .  H o w e v e r ,  n e w  s t a t u t o r y  a u t h o r i t i e s  
a r e  n o t  n e c e s s a r y  in o r d e r  to  p r o v i d e  s u c h  c e r t a i n t y .  R o y a l t y  
c e r t a i n t y  c a n  b e  a t t a i n e d  b y  n e g o t i a t i o n  o f  l o n g - t e r m  in k i n d  g a s  
s a l e s  c o n t r a c t s  w h i c h  p a r a l l e l  t h e  c o n t r a c t s  b e t w e e n  t h e  s t a t e ' s
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l e s s e e s  a n d  t h e i r  g a s  p u r c h a s e r s .  T h i s  w o u l d  a l l o w  an o p p o r t u n i t y  
for DNR, t h e  r o y a l t y  board, a n d  t h e  l e g i s l a t u r e  t o  e v a l u a t e  t h e  
a d e q u a c y  o f  t h e  r o y a l t y  o v e r  t h e  li f e  of t h e  c o n t r a c t .  T h i s  is 
p r e f e r a b l e  t o  b e i n g  l o c k e d  i n t o  a l o n g - t e r m  r o y a l t y  v a l u e  s e t  b y  
p r i c e s  e s t a b l i s h e d  b y  l e s s e e s  w i t h o u t  a n y  n o t i c e  t o  o r  p a r t i c i p a t i o n  
f r o m  t h e  state.

L i t i g a t i o n : L a s t  M a r c h  D N R  n o t i f i e d  t h e  C o o k  I n l e t  l e s s e e s  o f  its
d e t e r m i n a t i o n  to  e n f o r c e  t h e  leases. T h e  n o t i c e s  a s s e r t e d  t h a t  t h e  
m o s t  r e c e n t  ( D e c e m b e r  1982) m a j o r  c o n t r a c t s  f r o m  t h e  K e n a i  and 
B e l u g a  R i v e r  f i e l d s  (the " A P L  II c o n t r a c t s " )  e s t a b l i s h e d  t h e  c u r r e n t  
val u e .  T h e s e  c o n t r a c t s  h a d  a b a s e  c o n t r a c t  p r i c e  o f  $ 2 . 0 5  p e r  m c f  
in 1985. T h e  -.tate s u b s e q u e n t l y  i n d i c a t e d  its r e a d i n e s s  t o  a c c e p t  a 
l o w e r  r o y a l t y  v a l u e  if p r e s e n t e d  w i t h  e v i d e n c e  t h a t  t h e  c u r r e n t  
v a l u e  of g a s  in C o o k  I n l e t  is le s s  t h a n  t h e  p r i c e  e s t a b l i s h e d  u n d e r  
t h e  A P L  II c o n t r a c t s .  Union, M a r a t h o n ,  ARCO, C h e v r o n  a n d  S h e l l  
r e s p o n d e d  to  t h e  n o t i c e s  b y  s u i n g  t h e  state.

R e c e n t  C o o k  I n l e t  G a s  S a l e s  C o n t r a c t s :

Da t e  of S t a r t i n g
C o n t r a c t  P u r c h a s e r _______________ F i e l d  B a s e  P r i c e

1982 A P L  (Enstar) B e l u g a $2 .32
1982 A P L  (Enstar) Kenai, B e a v e r  C r e e k $2.32

or  M c A r t h u r  R i v e r
198 3 C h u g a c h C a n n e r y  L o o p $ 1 . 8 0
1984 A P L  (Enstar) L e w i s  R i v e r $1.80
1985 T e s o r o Kenai, B e a v e r  C r e e k $ 2 . 0 1

o r  M c A r t h u r  R i v e r

S e t t l e m e n t s  a ■i e v e d : In t h e  l a s t  t w o  m o n t h s  o f  1985 D N R ' s  r o y a l t y
e n f o r c e m e n t  a c t i o n s  a c h i e v e d  s i g n i f i c a n t  s u c c e s s .  S e t t l e m e n t s  
r e l a t i n g  to  g a s  r o y a l t i e s  d u e  on p r o d u c t i o n  f r o m  t h e  K e n a i  Field, 
a n d  i n v o l v i n g  M a r a t h o n ,  Union, A l a s k a  P i p e l i n e  C o m p a n y  ( E n s t a r ) ,
C I R I , t h e  U.S. D e p a r t m e n t  of  t h e  I n t e r i o r  a n d  t h e  state, y i e l d e d  
t h e  s t a t e  a b o u t  $4 m i l l i o n  in r e t r o a c t i v e  r o y a l t i e s ,  a n d  w i l l  
b r i n g  in e x c e s s  o f  $6.5 m i l l i o n  p e r  y e a r  m o r e  t h a n  t h e  a m o u n t s  w h i c h  
w o u l d  h a v e  b e e n  p a i d  u n d e r  t h e  l e s s e e s '  p r i o r  r e p o r t i n g  p r a c t i c e s  
( i n c l u d i n g  t h o s e  i n c r e a s e s  a t t r i b u t a b l e  to  t h e  s t a t e ' s  90% i n t e r e s t  
in f e d e r a l  o n s h o r e  r o y a l t i e s ) . U n d e r  t h e  les s e e s '  t h e o r y ,  t h e  
r o y a l t i e s  w o u l d  h a v e  b e e n  v a r i o u s l y  b e t w e e n  $ 0 . 2 1  a n d  $ 0 . 6 1  p e r  mcf; 
u n d e r  t h e  s e t t l e m e n t ,  t h e  l e s s e e s  w i l l  p a y  $ 1 . 9 5  p e r  m c f  d u r i n g  
1986. T h e  $ 1 . 9 5  is s q u a r e l y  w i t h i n  t h e  g a s  v a l u e s  e s t a b l i s h e d  b y  
r e c e n t  C o o k  I n l e t  g a s  s a l e s  c o n t r a c t s ,  as w e l l  as t h e  v a l u e s  e s t a b­
li s h e d  b y  E n s t a r ' s  p e n d i n g  r a t e s  ($2.1854 for S c h e d u l e  C p u r c h a s e r s  
- " L a r g e  C o m m e r c i a l  S e r v i c e " ,  a n d  f r o m  $ 1 . 6 4 8 0  t o  $ 2 . 0 1 5 8  f o r  s a l e s  
to  p o w e r  p l a n t s ) . T h e  s e t t l e m e n t s  c o n f i r m  t h e  s o u n d n e s s  o f  the 
r o y a l t y  e n f o r c e m e n t  a c t i o n  t a k e n  l a s t  spring.

R e m a i n i n g  d i s p u t e s : T h e  m a j o r  r e m a i n i n g  d i s p u t e  r e l a t e s  to  t h e
B e l u g a  R i v e r  field, t h e  p r i m a r y  s o u r c e  of  g a s  f o r  Chu g a c h .



S e t t l e m e n t  n e g o t i a t i o n s  d u r i n g  t h e  l a s t  s i x  m o n t h s  h a v e  f a i l e d  to 
p r o d u c e  a n y  r e s o l u t i o n .  O p t i o n s  e x p l o r e d  h a v e  i n c l u d e d  u n d e r l i f t i n g  
t h e  s t a t e ' s  r o y a l t y  share, t h u s  d e l a y i n g  t h e  r o y a l t y  in t o  t h e  
f u t ure; a n  in k i n d  s a l e  to E n s t a r  or C h u g a c h ;  a n d  a n  in v a l u e  
s e t t l e m e n t .  T h e  l e s s e e s  (ARCO, C h e v r o n  a n d  Shell) a s s e r t  t h a t  t h e y  
s h o u l d  n o t  b e  r e q u i r e d  to c o n t r i b u t e  a n y  m o n i e s  t o  a n y  s e t t l e m e n t ,  
s i n c e  t h e i r  s a l e s  c o n t r a c t  w i t h  C h u g a c h  r e q u i r e s  C h u g a c h  to 
r e i m b u r s e  t h e  l e s s e e s  for a n y  a d d i t i o n a l  r o y a l t y  a m o u n t  t h e  s t a t e  
c o l l e c t s .  C h u g a c h ,  in turn, h a s  b e e n  u n w i l l i n g  t o  a g r e e  to an 
a c c e p t a b l e  value, a n d  h a s  i n d i c a t e d  t h a t  it w i l l  s e e k  l e g i s l a t i v e  
re l ief. R e c e n t l y ,  t h e  s t a t e  m a d e  a f o r m a l  o f f e r  t o  its l e s s e e s  to  
s e t t l e  t h e  d i s p u t e  for $ 1 . 5 0  p e r  mcf. T h i s  o f f e r  w a s  r e j e c t e d ,  b u t  
s e t t l e m e n t  e f f o r t s  a n d  d i s c u s s i o n s  c o n t i n u e .

C o n s u m e r  impact. C h u g a c h  e s t i m a t e s  t h a t  a r o y a l t y  r a t e  o f  $ 2 . 0 5  p e r  
m c f  on s t a t e  ler.-.ses w o u l d  i n c r e a s e  r e t a i l  c o n s u m e r  r a t e s  o n l y  a b o u t  
2.38%, a s s u m i n g  t h e  l e s s e e s  w e r e  s u c c e s s f u l  in a s s e r t i n g  t h a t  t h e i r  
c o n t r a c t s  w i t h  C h u g a c h  p e r m i t t e d  t h e m  to  p a s s  t h e  r o y a l t y  b u r d e n  on 
to Chu g a c h ,  a n d  f u r t h e r  a s s u m i n g  t h a t  t h e  A P U C  p e r m i t t e d  C h u g a c h  to 
p a s s  t h e  b u r d e n  o n  t o  its c o n s u m e r s .  D N R  e s t i m a t e s  t h a t  a $ 2 .05 
r o y a l t y  w o u l d  i n c r e a s e  s t a t e  r e v e n u e s  b y  a b o u t  $2.8 m i l l i o n  p e r  
year. U n d e r  t h e  $ 1 . 5 0  p e r  m c f  s e t t l e m e n t  offer, t h e  i n c r e a s e d  
r o y a l t y  i n c o m e  w o u l d  fall to a b o u t  $2 m i l l i o n  p e r  year, a n d  t h e  
m a g n i t u d e  of r e t a i l  c o n s u m e r  i m p a c t  w o u l d  be  c o r r e s p o n d i n g l y  r e d u c e d  
t o  less t h a n  2%. (A t w o  p e r  c e n t  i n c r e a s e  o n  a m o n t h l y  b i l l  of  $30 
w o u l d  b e  o n l y  $0.60).



C O O K  I N L E T  G A S  R O Y A L T Y  S E T T L E M E N T S  
(State  l e a s e s  a n d  S t a t e  s h a r e  of f e d e r a l  r o y a l t i e s )

2/5/86

L e s s e e

P h i l l i p s

M a r a t h o n

U n i o n  a n d  
M a r a t h o n

C u r r e n t
R e t r o -  M o n t h l y
a c t i v e  V a l u e  U n d e r
P a y m e n t  S e t t l e m e n t

S c o p e  o f  S e t t l e m e n t _________( m i l l i o n s ) _______________ (per Mcf)

N o r t h  C o o k  I n l e t  F i e l d  $ 3 6 . 3  $ 2 . 3 2
g a s  s o l d  as L N G  in
J a p a n

K e n a i  f i e l d  g a s  s o l d  $ 4 . 3  $ 2 . 3 2
as L N G  in J a p a n

A l l  o f  U n i o n ' s  K e n a i  $ 4 . 1  $ 1 . 9 5
f i e l d  g a s  d i s p o s i t i o n
( i n c l u d i n g  t h e  f o l l o w i n g :
u r e a / a m m o n i a  p l a n t ,
r e n t a l  gas ,  E n s t a r ) , p l u s
M a r a t h o n ' s  d i s p o s t i o n s
to  E n s t a r  u n d e r  E n s t a r ' s
197 5  c o n t r a c t

E s t i m a t e d  
A d d i t i o n a l  
R o y a l t i e s  
p e r  y e a r  
(millions)

$ 1 2 . 0 0

$ 0 . 7 5

6 . 9 0

T o t a l $ 4 4 . 7 $ 1 9 . 6 5



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

2 / 5 / 8 6

M o n t h

M a r c h

M a y

J a n u a r y

N o v e m b e r

D e c e m b e r

M a r c h

M a y

M a y

N o v e m b e r

Y e a r  D e s c r i p t i o n  of E v e n t

1964 F o s t e r  v. A t l a n t i c  R e f i n i n g  C o m p a n y . 329 F . 2 d  485 (5th 
Cir. 1964) h o l d s  t h a t  l o n g - t e r m  c o n t r a c t  p r i c e  d o e s  not 
c o n t r o l  r o y a l t y  v a l u a t i o n  w h e n  m a r k e t  v a l u e  rises, e v e n  if 
t h i s  is b u r d e n s o m e  o n  t h e  lessee.

1 9 6 5  C h u g a c h  E l e c t r i c  A s s o c i a t i o n ,  Inc. e n t e r s  i n t o  20 y e a r  
c o n t r a c t s  w i t h  ARCO, C h e v r o n  a n d  S h e l l  f o r  B e l u g a  R i v e r  
gas, w i t h  an  i n i t i a l  p r i c e  o f  15.2 c e n t s  p e r  mcf, s u b j e c t  
t o  a v o l u m e  limit.

1973 C h u g a c h  r e n e g o t i a t e s  its 1965 c o n t r a c t s ,  e x t e n d i n g  t h e
t e r m  t o  1998 (unless t h e  new, h i g h e r  v o l u m e  l i m i t  is 
r e a c h e d  e a r l i e r ) . T h e  1986 b a s e  p r i c e  u n d e r  t h o s e  c o n­
t r a c t s  is a b o u t  21 c e n t s  p e r  mcf.

1982 C h u g a c h  o b t a i n s  s u p p l e m e n t a l  g a s  d e l i v e r i e s  u n d e r  t h e  1973
c o n t r a c t  a t  a b a s e  p r i c e  of $ 1 .48 p e r  M m b t u  ( a p p r o x i m a t e l y  
e q u i v a l e n t  t o  $ 1.48 p e r  mcf).

1982 A l a s k a  P i p e l i n e  C o m p a n y  (Enstar) s i g n s  c o n t r a c t s  f o r  gas
d e l i v e r i e s  f r o m  B e l u g a  R i v e r  (with Shell) a n d  K e n a i  (with 
M a r a t h o n )  a t  a p r i c e  of $ 2.32 p e r  mcf, w i t h  a n n u a l  a d j u s t­
m e n t s  b a s e d  u p o n  fuel p r i c e  f l u c t u a t i o n s  (the " A P L - I I "  
c o n t r a c t s ) . T h i s  is t h e  f i r s t  t o t a l l y  n e w  c o n t r a c t  for 
B e l u g a  R i v e r  g a s  s u b s e q u e n t  t o  t h e  1973 C h u g a c h  c o n t r a c t  
u n d e r  w h i c h  t h e r e  w e r e  a n y  d e l i v e r i e s .

1984 P i n e v  W o o d s  C o u n t y  L i f e  S c h o o l  v. S h e l l  O i l  C o m p a n y . 726
F . 2 d  225 (5th Cir. 1984), reh. den. 750 F . 2 d  69, cert, 
den. 105 S.Ct. 1868 (1985) r e a f f i r m s  t h e  s o u n d n e s s  a n d  
c o n t i n u e d  v a l i d i t y  o f  t h e  r u l e  in F o s t e r , above.

1984 T h e  s t a t e  a n d  P h i l l i p s  s e t t l e  t h e i r  d i s p u t e  c o n c e r n i n g  the
v a l u a t i o n  o f  C o o k  I n l e t  g a s  f r o m  s t a t e  l e a s e s  w h i c h  is 
s o l d  as L N G  in J a p a n ,  u s i n g  a f o r m u l a  w h i c h  i n i t i a l l y  
y i e l d s  a r o y a l t y  of $ 2 . 4 0  p e r  mcf.

1984 T h e  f e d e r a l  g o v e r n m e n t  i n f o r m s  U n i o n  t h a t  v i r t u a l l y  all
g a s  r o y a l t i e s  f r o m  t h e  K e n a i  field, i n c l u d i n g  g a s  s o l d  
u n d e r  b e l o w - c u r r e n t - m a r k e t ,  l o n g - t e r m  c o n t r a c t s  w i t h  
E n s tar, m u s t  be  v a l u e d  in a c c o r d a n c e  w i t h  t h e  p r i c e  u n d e r  
t h e  A P L - I I  c o n t r a c t s .

1984 D N R  d e t e r m i n e s ,  in c o n s u l t a t i o n  w i t h  t h e  D e p a r t m e n t  of
Law, t o  e n f o r c e  t h e  C o o k  I n l e t  l e a s e  t e r m s  r e q u i r i n g  
p a y m e n t  of g a s  r o y a l t y  o n  t h e  b a s i s  of c u r r e n t  value.



F e b r u a r y

M a r c h

M a y / J u n e

J u l y

N o v e m b e r

N o v e m b e r

D e c e m b e r

J a n u a r y

1985 U.S. D i s t r i c t  J u d g e  F i t z g e r a l d  r u l e s  t h a t  M a r a t h o n  m u s t
p a y  r o y a l t i e s  on K e n a i  F i e l d  g a s  s o l d  as LNG in J a p a n  
b a s e d  u p o n  t h e  J a p a n  s a l e s  price, le s s  c o s t s  of t r a n s­
po r t a t i o n .  M a r a t h o n  c a l c u l a t e s  t h e  n e t b a c k  v a l u e  u n d e r  the 
o r d e r  to  be  a b o u t  $ 3 . 0 0  p e r  mcf, w h i l e  t h e  f e d e r a l  g o v e r n­
m e n t  c a l c u l a t e s  t h e  v a l u e  to  be  a b o u t  $ 3.60 p e r  mcf. The 
a c c o u n t i n g  r e m a i n s  in d i s p u t e  in D i s t r i c t  Court, w h i l e  the 
D i s t r i c t  C o u r t ' s  F e b r u a r y  1985 d e c i s i o n  is u n d e r  a p p e a l  to 
t h e  N i n t h  Circuit.

1985 By w r i t t e n  notice, D N R  i n f o r m s  its C o o k  I n l e t  l e s s e e s  of
its d e t e r m i n a t i o n  to e n f o r c e  t h e  r o y a l t y  r e q u i r e m e n t s  of 
t h e  leases.

1985 All C o o k  I n l e t  g a s  p r o d u c e r s  f i l e  s e p a r a t e  l a w s u i t s
s e e k i n g  j u d i c i a l  d e c l a r a t i o n  of  t h e i r  r o y a l t y  o b l i g a t i o n s  
u n d e r  the leases.

1985 T h e  s t a t e  a n d  M a r a t h o n  s e t t l e  t h e i r  d i s p u t e  c o n c e r n i n g  the
r o y a l t y  v a l u e  of K e n a i  F i e l d  g a s  s o l d  as L N G  in J a p a n  in 
a c c o r d a n c e  w i t h  the t e r m s  of t h e  M a y  1984 P h i l l i p s  
s e t t l e m e n t .

1985 T h e  state, f e d e r a l  g o v e r n m e n t  a n d  CI R I  (all r o y a l t y  owners
in t h e  K e n a i  field) s e t t l e  m o s t  r o y a l t y  i s s u e s  for 
p r o d u c t i o n  f r o m  the K e n a i  field. M o s t  s i g n i f i c a n t l y ,  
r o y a l t y  on g a s  u s e d  in U n i o n ' s  u r e a  a n d  a m m o n i a  p l a n t  and 
u s e d  to p r o m o t e  g r e a t e r  oil p r o d u c t i o n  f r o m  t h e  S w a n s o n  
R i v e r  oil field, is n e t  a t  $ 1 . 8 5  p e r  m c f  for 1985 a n d  
$ 1 . 9 5  p e r  m c f  for 1986, w i t h  a n n u a l  a d j u s t m e n t s  t h e r e a f t e r  
b a s e d  u p o n  f l u c t u a t i o n s  in fuel oil prices.

1985 T h e  S e c r e t a r y  of t h e  I n t e r i o r  i s s u e s  a d e f i n i t i v e  o r d e r
h o l d i n g  t h a t  C o o k  I n l e t  g a s  s o l d  b y  U n i o n  a n d  M a r a t h o n  to 
E n s t a r  m u s t  be  v a l u e d  f o r  r o y a l t y  p u r p o s e s  a c c o r d i n g  to 
c u r r e n t  m a r k e t  v a l u e s .

1985 T h e  state, f e d e r a l  g o v e r n m e n t  a n d  C I R I  e n t e r  into a
s e t t l e m e n t  a g r e e m e n t  on  t h e  v a l u e  of t h e  r o y a l t y  o n  K e nai 
g a s  s o l d  to E n s t a r  u n d e r  l o n g - t e r m  c o n t r a c t s .  U n d e r  this 
s e t t l e m e n t ,  t h e  r o y a l t y  o w n e r s  r e c e i v e  $ 1.85 p e r  m c f  for 
t h e  p a r t  of 1985 at issue, a n d  w i l l  r e c e i v e  $ 1.95 p e r  mcf 
f or 1986 p r o d u c t i o n ,  w i t h  a n n u a l  a d j u s t m e n t  t h e r e a f t e r  
b a s e d  u p o n  f l u c t u a t i o n s  in t h e  oil prices.

19 8 6  T h e  s t a t e  o f f e r s  to t h e  p r o d u c e r s  to s e t t l e  the
d i s p u t e  c o n c e r n i n g  t h e  r o y a l t y  v a l u e  of g a s  s o l d  to 
C h u g a c h .  T h i s  $ 1 .50 p e r  m c f  o f f e r  is r e j e c t e d  b y  t h e  
p r o d u c e r s ,  b u t  s e t t l e m e n t  d i s c u s s i o n s  continue.



ALASKA DEPARI/INI OF NAIURAL RESOURCES - DIVISION CF Oil AND 6AS 
SUIWARY SIA TISI ICS 

CCGK IK1EI 6AS PRICE OISFUU 
AVERAGE nONlHir SALES VOLUHES - JW.T 1984 THROUGH JUNE !<?SS

Dit CI/I4/8&

FIELD 
Producers 
11 ol field ounedl

PURCHASLR I ol FIELD 
cn sile Or 
sale Oasis

SALES
voluhes 
mcFi 1/

EFFECTIVE 
ROYAL IT INTEREST

ROYALTY
VOLUME
mcFi

VALLE REPORTED 
FOR ROYALTIES 

il
PRODUCER/ EFFECTIVE 
PURCHASER DAIE 

EASE CONIRACI 
VALUE 27 11

E1PIRAM0N
DAIE

BELUGA RIVER FIELD 
CHEVRON 133.3311 
ARCO I33.33ZI 
SHELL (J3.1J1I 
AKA IIOO.OOllY-2l*-35

ENSTAR
ENSIAR
ENSIAR
ENSIAR

2.111
2.111
2.111
0.(51

37.790
37.790
37.790 
8,122

0.01555
0.0)555
0.07555
0.0)555

2.855
2.855 
2,655
611

11.8000
11.8000
11.8000
11.8000

(2.0300 9/ 12/20/82
52.0300 9/ 12/20782 
(2.0300 9/ 12/20/82
12.0300 9/ 12/20/82

10/1999
10/1999
10/1999
10/1999

SUB TOTAL 6.771 121,(92 9,179

CHEVRON 05.3311 
ARCO 133.3311 
SHELL 03.3311 
AGIA IIOO.COUV-2M-35

CHUGACH
CHUGACH
CHUGACH
CHUGACH

73.701
73.701
28.701 
7.131

STS,065
515.065
515.065 
127,863

0.0)555
0.0)555
O.C7555
0.0)555

38.913
38.913
38.913 
9,660

10.2103
10.2103 
10.7103
10.2103

50.2103 5/14/65 
(0.7103
50.2103 
(0.2103

1/1998 3/

SUB TOTAL 93.231 1,673,058 176,(00

TOTAL BELUGA RIVER FIELD TOO.001 1,79(,5j3 135,578

KENAI FIELD
UNION ISOII 
UNION ISOll 
UNION OOll 
UNION OOll 
UNION OOll 
UNION OOll 
UNION 031)

APl-AHCllORAGE 
APl-CHEV NIK 
L' ON CHEV 
Cl IT GF KEMI 
RENTAL GAS 
AtCI1ILNAL RENIAL 
UNION CHEHICAL

10.281
0.191
0.191
0.251
(.501
2.3)1
(0.731

8(5,672 
15,888 
15,518 
20,590 
370,33( 
194,981 

3,352,0(1

0.020688
0.020688
0.020688
0.070698
0.020698
0.020688
0.020668

17,(9(
329
321
(76

7,661
(.034
69,3(7

41.9500 8/
51.9500 8/
11.9500 8/ 
10.3000 
SI.9300 8/
51.9500 8/
51.9500 il

10.6720 6/ 5/13/60 
SO.6220
(0.6720 2/5/81 
(0.3000 5/17/66 
10.0700 1/17/66 
(0.38D0
(0.6130 11/1/77

12/92

1NDEFINI1E
6/1986
1/1995

1998

3/

3/

TOTAL UNION SHARE 58.511 (,01(,973 99,612

HARATHON OOll 
HARAIHON OOli 
HARAIHON OOll 
HARAIHON OOll 
HARAIHON OOZI 
HARAIHON OOll 
HARAIHON OOll

APL-I 
APL-II 
AFL-NIKISKI 
CITY OF KENAI 
RENIAL GAS 
ADDITIONAL RENIAL 
IOKYO U1IIIIIES

K.381
(.(81
0.191
0.251
(.501
2.361
15.321

1,183,535
368,603
15,888
20,599
370,2(2
I9(,(50

1,761,073

4.02G6BB
0.020688
0.020688
0.020668
0.07068B
0.020688
0.020688

24,<85 
7,626 
329 
(26 

7,660 
(.023 

26,009

SI.9500 87 
S2.0550 
S2.055C (/ 
S2.0530 (/ 
SO.2100 
40.3800 
S2.2795

10.6220 61 
(7.0800 il 12/16/82 
10.6220 
(0.3000 
10.2100 
10.3800 
S(./590 5/

12/1992
12/1997

6/1986
1/1995

6/I/B9

3/
3/

3/

TOTAL HARAIHON SHARE (1.(91 3,111,390 70,637

TOTAL KENAI FIELD 100.001 8,229,363 170,2(9

STERLING FIELD 
UNION OOZI 
nARAIHCN (SOI)

PFX1HSUIA GREENHOUSE 
PENINSULA GREENHOUSE

50.001
50.001

736
736

0.0155(6
0.0155(6

II
II

SO.(000 
S2.0550 (/

10.(000 10/2//6I 
10.(000

TOIAL STERLING FIELD 100.001 1,(77 23

HCARIHUR RIVER FIELD
UNION/HARAIIICN OOl eachl 
UNION/HARA1IION 1501 eichl 
UNI0N/HARA1H0N (SOI eachl 
UNIOX/HARAIHOH (SOI eachl 
UNI0H/HARA1H0H 1501 rich)

RENIAL GAS 
UNION CHLHICAL

0.(71
1.(81 

87.561
9.391
I.IOZ

1,671
5,260

311,215
33,375
3,910

0.175
0.125
0.125
0.125
0.125

209
658

38,902
(.172
4B9

0.000
0.000
0.000
0.000
0.000

0.000
0.210
0.613
0.000
0.000

TOIAL TIC ARTHUR RIVER FIELD 100.001 355,(31 ((,(29

IRADIHG BAY FIELD 
Harathon (8.661 
Union 48.661 
Superior 1.3(1 
Teuco 1.311

(0.661
(8.661
1.3(1
1.3(1

580
580
16
16

0.175
0.125
0.125
0.125

73
73
2
2

0.000
0.000
0.000
0.000

0.000
0.000
0.000
0.000

TOTAL TRADING GAY FIELD TOO.001 1,192 1(9

1/ ANNUAL VOLUHE DIVIDED BY 12 NONIHS EOUAL AVERAGE HONIHLY VOLUNE. 6/
II ROYA11Y . <D CUNIRACt VALUES ARE DIE MSI CURRENT IN EFFECT AS OF JANUARY 1986. 7/

PRODUCTION AND HAVE HOT BEEN ADJUSTED FOR BIU CONTENT. B/
3/ DUANTIIY URN COULD OFERAIE 10 EMEND OR SHORTEN THE CONTRACT PERIOD. 9/
(/ PRICE REPORTED BY HARA1H0H IS BEING PAID UNDER PROTEST.
5/ CONTRACT PRICE IS A GROSS PRICE BEFORE TRANSPORTATION COSTS.

CONTRACT PRICE 10 GO TO 10.27 HCF DURING I98G.
BASE CONTRACT PRICE DOES ROT INCLUDE LESSEE IAI OBLIGATIONS PAID BY THE PURCHASER. 
VALUE AGREED TO BT SEITLENENI.
6PECIAL OELIVERABILIIY CHARGE OF 10.35/HCF HAY ALSO BE EFFECTIVE.
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C O O K  I N L E T

T o t a l  S a l e s

F i e l d  O p e r a t i o n s
8 . 0 %

R e n t a l
9 . 6 %

G a s  U t i l i t i e s  
1 1 . 0 %

E l e c t r i c  
P o w e r  

1 8 .0 %

LNG 
2 9 .3 %

Union 
C h em ic a l  

2 %
S t a t e

R o y a l t y

D i s p o s i t i o n

G a s R e n t a l  
2 .3 %

1 2 .5 %Union 
Chemical l  

1 2 . 8 %

E l e c t r i c  P o w e r  
1 7 .0 %

LNG
5 5 .4 %



K E N A I  F I E L D

R o y a l t y  A n d  

W o r k i n g  I n t e r e s t  

O w n e r s h i p

F e d e r a l  S t a t e  
C IR I  4 .1%  2 . 1%  

5 . 9

Un io n  
W I O  

4 4 .0 %

M a r a t h o n
W IO
4 4 .0 %

S t a t e  

R o y a l t y  

D i s p o s i t i o n

A p L  2  o t h e r *
4 .5 %  i

R e n t a l  
1 3 .7 % /  vUn lon

tCherrrical
L N G  I 1 4 0 .7 %

1 5 .3 % '

A P L  I
2 4 .7 %

*  AF ’L - N l k l * k l  0 .4 %
U n i o n - C h e v r o n  E x c h a n g e  0 .2 %  
C i t y  O f  K e n a i  0 . 5 %



b e l u g a  f i e l d

R o y a l t y  A n d  

W o r k i n g  I n t e r e s t  

O w n e r s h i p

F e d e r a l  C IR I 
S t a t e  4 .9 %  -0 2 %  

7 .6 % .  ‘

W IO
2 9 .2 %

A r c o  
WIO 
2 9 .2 %

Chev r o n  W IO
2 9 . 2  %

S t a t e

R o y a l t y

D i s p o s i t i o n

E n s t a r



CO O K  INLET GAS P R O D U C T I O N  

(For 1984)

A TTACHMENT

T otal

M M C F / M o n t h

State Royalty 

M M C F / M o n t h

Beluga River Field

For: C h u g a c h  1673

E ns t a r  121

T o t a l  1794

K e n a i  Field

For: A P L  1 2029

A P L  2 369

A P L  N i k i s k i  31

A P L  K enai 41

U n i o n  C h e v r o n  Ex 16

R e n t a l  gas 741

Rent a l  gas e x t r a  389

A m m o n i a - U r e a  3352

LNG' 1261

T o t a l  8229

M c A r t h u r  R iver Field

For: R e n t a l  gas and a m m o n i a - u r e a  355

B e a v e r  C r e e k  Field

For: A P L  2 789

L ewis R i v e r  Field

For: A P L  2 153

N o r t h  C o o k  Inlet Field

For: L N G  3932

G RAND T O T A L  15,250

125 

__ 9

134

42

8

1

1

1

15

8

67

25

168

44

19

491

856


