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In a case where a violation of sec. 19 was found, the court said that legislation establishing
the Eagle River Borough was special and peculiar to the locality where the borough was
established. Since there was nothlnP in the nature of the Eagle River-Chugiak area that
justified a departure from the general law scheme for the estahlishment of boroughs, the Act
violated sec. 19. Abrams v. State. 534 P.2d 91 (Alaska 1975).

The proposed bill provides for the establishment of a moratorium on entry into four
Southeast Alaska dive fisheries. Presumably the purpose of the bill is to further the goals of
the limited entry program which are "to promote the conservation and the sustained yield
management of Alaska's fishery resource and the economic health and stability of
commercial fishing in Alaska by regulating and controlling entry into the commercial
fisheries in the public interest and without unjust discrimination." AS 16.43.010$a).
Whether a moratorium on new entrants into these fisheries in Southeast Alaska bears a "fair
and substantial" relationship to the purpose of the limited entry program is the critical issue.

In order to establish the necessary relationship hetween the moratorium and the purpose of
the bill, it will be important for the legislature to identify the problem that it is trym_ﬂ to
address and to document in the legislative hlstory that the af)proach taken by the hill is
reasonably tailored to address that problem. It would be helpful in supf)ortmg the bill, if the
legislature could establish that the problem to be addressed by the bill is a problem unique
to Southeast Alaska and that moratoria on entry in other Farts of the state would not be
necessary, or would be counterproductive, or otherwise conflict with the goals of the limited
entry program. If the legislature relies on such testimony and evidence contained in the
legislative history in deciding to limit the apfohcatgon of the hill to a particular fishery in
Southeast Alaska, then the fair and substantial relationship between the means and ends of
the bill could he estahlished by the evidence hefore the legislature. Such testimony would
also support the conclusion that regulation of new entrants into the fisheries through
moratoria is "a matter which is unique, but of statewide concern" (Lewis, 559 P.2d at 643)
andhnot local legislation, thus potentially avoiding the local and special legislation issue alto-
gether.

However, the question of whether general legislation could be made_a,oplicable to the
situation presented to the legislature remains a question “subject tojudicial determination"
under the Alaska Constitution. The burden on the state tojustify this special legislation is
made more difficult by the existence of general legislation, AS 16.43.225, that provides for

the same result.

If I may be of further assistance, please advise.

GU:klb
96-214.klb
Enclosure
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IM cAse FOR OPEN ACCESS
"And judgement is turned away backward, and justice
standeth afar o ff: for truth is fallen in the street, and
equity cannot enter." (lsaiah 54:14).
Please consider the following reasoning of the basic

precepts of law in the following essay.

The important question here is: Should certain
individuals have liberty to apply their faculties to a
particular resource and certain others totally restricted
from it?

"We hold these truths to be self evident, that all men

are created equal and are endowed by their Creator with

certain unalienable rights, and among these are life, liberty
and the pursuit of happiness.”" (The Unanimous Declaration -
1776).

"We hold from God the gift which includes all others.
This gift is life--Physical, intellectual, and moral life.

But life cannot maintain itself alone. The Creator of life
has entrusted us with the responsibility of preserving,
developing, and perfecting it. In order that we may
accomplish this, he has put us in the midst of a variety of
natural resources. By application of our faculties to these
natural resources we convert them into products, and use
them. This process is necessary in order that life may run

its appointed course.

Life faculties, production--in other words
individuality, liberty, property—this is man. And in spite



of the cunning, artful political leaders, these three gifts
from God precede all human legislation, and are superior to
it

Life, liberty and property do not exist because men have
made laws. On the contrary, it was the fact that life,
liberty and property existed beforehand that caused men to
make laws in the first place.

What then is law? It is the collective organizationof
the individual right to self defense."(The Law, Bastiat-
1848).

Now therefore, in consideration of the above two
quotations, please understand that all men (including harvest
divers) justly have liberty to use their faculties to
accumulate property to fulfill their responsibility of
sustaining their lives.

"And he has put us in the midst of a variety of natural
resources." (Bastiat, 1848). Is it. nottrue then, that
natural resources are a most important element in the
sustenance of life?

Let us consider these natural resources, the subject of
this moratorium question.

f. OWNERSHIP- [n a communist country the state owns all
the land and all of natu al resources, the state is god and
one must obtain license from the state to use his faculties
in accumulating property; The state owns these creatures (sea
cucumbers, abalone, geoducks and urchins). In a monarchy
then, the king owns these creatures. The battle cry of our
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War for Independence was "No King but JesusJ"”. Truly whether
the state or king assumes ownership of these creatures, they
are the King of kings creatures, The Creator is owner.

Il1. STEWARDSHIP- Stewardship of this natural resource
and the responsibility for conservation 1is the common law
public. Sor then we have regulatory agencies to manage,
preserve and conserve this resource, (Alaska Department of
Fish and Game) acting on behalf of the cormon law public.

I11. BENIFICIAL INTEREST- The people.

FIRST - Those individuals who desire to spend their time
and energies (faculties) should have liberty (not license) to
endeavor to accumulate this fish resource (property) for
their personal use, not to sell it.

SECOND - As their might be abundantly more of the
resource than personal use might require, then those and/or
Other individuals might acquire permission of the public to
fish commercially, to catch and sell all that they might,
under conservational guidelines instituted by these agencies
of the common law public in the publics ™ best interest.

In the case of limited entry, would the state of Alaska
government officials be creating harvest diver barons? Just
as the European kings would grant lands to their nobles for
their exclusive use (freeholding)? It seems to us that our
state government might be doing just that!

"What then is law? It is the collective organization of
the individual right to lawful defense.”™ (Baetiat,ls4s8), or

maybe better said ...in order to secure these rights,
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governments are instituted among men. “(The Unanimous

Declaration-1776). The dejure government of the several
states was instituted with these aforementioned principles in
writing. The founders were opposed to having a class of
nobility (Article 1, Section 9, U.S. Constitution) where
certain individuals would have more right than others (access
to the God owned public resources, for one) to accumulate
property (pursue happiness).

IT we lived in a state that protected the rights of the
individual, then a limited entry program would not even be a
qguestion.

The government that 1is upon us, however, 1is really a
government "of the people™. The problem 1is most of the
people™ have been mis-educated. Some, perhaps, will never
learn to put truth, justice and individual liberty first,
ahead of short-sighted selfishness.

The worst problem with the present limited entry
programs already in place in our state is the transferabi iity
of them where the permit holder suddenly has the privilege of
selling "their"™ (created) privilege to another 1in order that
this next person might enter these fisheries. The high price
of entry into these commercial fisheries has nothing to do
with conservation, research, enhancement or regulation of
these fisheries nor does it go for public use, but to a
private party who already got his reward in selling the
public resource!

It would be an injustice if consideration 1is not given



to future entrants, be it crewmembers or potential fishermen,
including future generations. Would we again be selling our
posterity into bondage? They would probably need to borrow
Money™1 in order to apply their faculties to endeavor to
accumulate property (harvest these creatures - a common
resource). This would make future harvest divers servants to
a lending institution in order to enter this fishery. Entry
should be a matter of right, not privilege. Enter as a
matter of riEht: harvest (from the common resources)
commercially as a matter of privilege!

Those pushing for a moratorium (and later a transferable
limited entry system) are not so interested in justice, but
rather, iust us and nobody else. To prove this, this
committee suggests that the conductors of this hearing pose
the following question and take a ™traw vote": Of those in
attendance at this teleconference. .row many would be for this
moratorium if you would not nualifv?

Harvest divers should ask nothing from the State but to
protect the individuals ™ right to life, liberty and the
pursuit of happiness. X expect the state to "promote the
general welfare, and secure the blessings of liberty to
ourselves and our posterity™ (The Constitution of The United
States). This has to include open access to these God owned
(not State or nobility owned) public resources, within
eonservational guidelines.

We of this committee, would remind the officials on the

House Resources Committee that Alaska State Representatives



are to re-present their constituents. We are not suggesting
that these harvest divers that attend these meetings and
correspond so much in order to push there agenda through are
not constituents of representatives in their respective
districts. We are asking you to re-present the vast majority
who are not presently concerned with this particular
moratorium but are trusting their elected officials to
"promote the general welfare, and secure the blessings of
liberty to ourselves and our posterity”

Please respond to:

TOTAL P .07



3/25/96
Scott D. Thomas
945 Lincoln ST.
Ketchikan AK. 99901
Ph.(907)225-3189
Fax(907) 247-5308

Alaska Legislature

Dear: Fellow Alaskans
I Am writing in regards to Rep. Bill Williams bill to enact a for 4 year moratorium

on all Southeast Alaska Dive fisheries. 1supportthe bill as written.

As a fourth generation Alaskan and committed commercial Fisherman | have
struggled in recent years to maintain my Southeast Seine operation and with current
market conditions in the Salmon industry | see the struggle getting worse. Over the past
ten years in the Salmon business, as an owner operator, | have diversified my operation
into as many different fisheries as | could i.e. Halibut, Blackcod, Herring, Tendering, and
most recently | have participated for the past 3 years in the Sea Cucumber and Geodud'
dive fisheries.

During the short time | have been involved in these dive fisheries | have seen the
participation increase dramatically, as | am sure CFEC can confirm. This past years
participation reached a level to where both the Geoduck and Sea Cucumber fishery were
no longer feasible to operate my vessel and it’s my opinion these fisheries are right at the
edge of being unmanageable in the eyes ofthe Dept of Fish&Game.

Although I feel this moratorium comes "a day late and a dollar short™ if passed it
would provide the opportunity to salvage these fisheries, which we have invested our lives.
In hindsight | blame no one but myself for not getting involved the process sooner.

This bill would solve some significant problems for the industry.
1.) It would give the Dept the power to manage these recourses much more effectively.
2.) It would provide opportunity to the fishermen who have made a commitment to the
industry.
3.) It would protect the opportunity for all of Southeastern Alaska's dive harvesters to
participate In the now controversial Urchin fishery from droves of out of state divers who
are now other wise sure to come.

In conclusion this bill tells me that our local representatives, legislature and State
are willing to make the same commitment to fishermen like myselfas | have made to the
State. It gives us the opportunity to continue servicing debt on State loan, boat mortgages
and other commitments we have made to the State of Alaska. The bill maintains
opportunity, after all it's really the opportunity we arc after.

Sincerely
Scott D. Thomas
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Wrangell, Alaska
March 22, 1996

To llic house resource committee my name is Richard Ilead, 1am also a member
of the Wrangell Harvest Divers Assiciatision, and have participated in the southeast
Alaska dive fisheries for several year, Abalone and Sea Cucumbers.

lalso believe that there should be a moratorium put on southeast Alaska dive
fisheries but there needs to he some way for the divers that qualify to move inside the
fisheries from one to another.

Where Wrangell is loaded there has been very' little that Wrangell divers could
participate in, only in the last two years has there been a area open to Sea Cucumbers that
was close enough for them to dive in, and now that the mill has closed down there are
several divers thatjust starting would like to move inside the fishery'. There are only two
area's that are open to Geoduck and if Fish and Game will open more area’s there will be
room for more divers but not only Gcoducks, in the other dive fisheries also.

Sincerely,

Richard Head



To: Cloryl Sutton From: Alaska Dndorwatnr Adventures 0 874-2815 fri lu/rriso ujijw

March 22, 1996

To Cheryl Sutton
llousc Resources Conmiilleo Aide

From: Kevin Kulm \ Sec.
Wrangell Harvest Divers Assoc.
P.O. Box 952
Wrangell, AK 99929
(907)874-3015

RF.: Dive fisheries moratorium

hirst of all Cheryl we would like to thank you for your efforts in containing the
explosion of divers coming into the dive fisheries. These fisheries must he kept viable for
the fisherman that count on them for their incomes. As you are aware of we agreed to
moratorium on sea cucumbers, abalone, and sea urchin, but objected to the geoduck
moratorium. 1 believe if it came down to the loss oflhis bill we would support it as it was
originally drafted with the moratorium on geoducks.

Although we feel that as a public resource, that thic belongs to all the people of
southeast and should have an avenue for expansion written into this bill. The reason for
this is the room for development in all dive fisheries. We know that Fish and Game has
purposely kept quotes low in open access fisheries to discourage out of state interest.

We also know that funding lias not been available for allot of the servoy work winch
would enable larger quotas and more areas convenientto Ola'S and other communities. So
with proper funding and expansion of the dive fisheries, we leel their is allotof room for
grow where these fisheries could provide income to the existing divers and somehow
leave the door open for expansion to new divers in the future.
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Representative William K. Williams
P.O. Box 6374

Ketchikan, Alaska

99901

Dear Congressman Williams,

lam a member of the Alaska Harvest Divers, Petersburg Chapter, and am
writing to you to let you know that | support your work draft of the urchin bill as it
stands.

W hile I would personally stand to lose out on participation in the abalone and
geoduckfisheries | also see the need to stop the huge influx of divers that those
two fisheries would receive should a moratorium not be placed on those two
fisheries.

The moratorium on the cucumber fishery is an absolute must and should be
placed in effect as quickly as possible. Also a moratorium on urchins based on
past participation in other dive fisheries During the years 94-95 seems like the
bestway to limit the number of diver from other states from qualifying.

I think that it is wonderful that you are working on this bill so late in the session
and Il commend you on your efforts. If you have any questions please feel free to
call or fax me at either of the above numbers.

bincer

tU Ji

ArlaiyJ. Erickson
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One Seaiaaka Plaza ~Suite 200
Juneau, Ak 99801-1276
907-586-9219

March 26,1996

The Honorable Joe Green, Co-Chairman
Honorable William K. Williams Co-Chairuian
House Resources Committee

Room 124, State Capitol-MS 3100

Juneau, Alaska 99801-1182

Mr. Chairmen:

The House Resources Committee has before it, the question of whether there should be a
moratorium on the Dive Fishery in the Southeast Alaska.

The Grand Camp of the Alaska Native Brotherhood believes that the Stale of Alaska should
impose a moratorium in the Dive Fishery, particularly in the Sea Urchin and the Sea Cucumber.
May we presume that such a moratorium wall include other species as well. It follows that it is our
hope that such a moratorium take effect this year.

There arc two primary reasons for our concern. One, the viability of the resource; and, two,
the customary and traditional harvest by subsistence users. Our local Native people in Sitka,
Klawock/Craig, and Ketchikan areas express concern over the decline in the Sea Urchin and Sea

Cucumber populations.

We believe that the State should leem more of the dynamics ofthe species before permitting
commercial harvesting to occur.

May we suggest the State consult with our local Native people that have knowledge of the
resource; the dynamics of the resource; the area, terrain and effects of weather; anti develop a
management plan that assures the continued viability of the resources. To continue the dive fishery

now, would result in depletion ofthe resources.
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If we can be of assistance, we are prepared to assist, as we do have persons that have
knowledtje and experience.

Respectfully,

Ob

rred McKinley, Sr.
Grand President
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Date: Thurc. Evening March 21, 1996
To: nlaskan State Senate and Ilouse of Representatives

Re: House Bill Dive Fishery Moratorium

Distinguished Ladies and Centkmen ofthe Legislature;

Ifyou should ever wonder if allyour hard work, late night/ earfy morning and weekend
overtime efforts spent arranging teleconference sessions, drafting house bills and public
concerns are truly noticed and appreciated allow me this chance to say you’re not
forgotten and thank you. | read once that in this world of ours there are millions of
talented people but only a few who are willing to work. | dare to say that there are even
fewer who are willing to work together towards a common good. | deeply appreciate your
“Willingness™ to work and make a difference for good.

I am Alaskan by choice since 1991.
| have been a commercial blackcod/haHbut crewman and commercial harvest diver since

1992, also by choice. And a lucrative choice it was at times. Unfortunately, because of an
LF.Q. opportunity my blackcod/haHbut skipper chose to pursue (more power to him and
much success) | am, not by choice, an unemployed crewman ( Not so lucrative!)
Regardless of lifes’ changes and challenges | am still a husband, new father, and a hopeful
S.E. Alaskan harvest diver.

This evening | was excited to take part in a teleconference arranged by Rep. Bill
WHHam’s and staff, and other distinguished persons, concerning a four year moratorium
acton entry into S.E. Alaskan dive fisheries to include Abalone, Geo-ducks, Sca-
cocumbcrs, and Sea- Urchins, hiaword letmosay “YES”. Inaphraselet mesay " |
fuEv supportthis M oratorium House BUI developedby Rep. WUHam's and staff.”  hi
a letter, well, please keep reading.

| believe that this “moratorium™ is a fair, applicable, and crucial step for all

S.E. Alaskan Dive fisheries. Already, our Sea-cucumbcr, Geo-duck, and Red
Sea-Urchin resources have attracted “National’’and even “International’ attention.
A "Gold-Rush" mentality to participate in any or all the discussed dive fisheries is
currently finding its way to S.E. Shores. " Gold-Diggers "only interested in qualifying
for any limited entry permit regardless of residency, past participation in fishery
invotvemenl and development, and occupation arc coming to Alaska. The "Danger
,inherent, is a tidal wave of “non-resident would-be divers” that will make it impossible to
havo any manageable and profitable dive fishery whatsoever.
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As | have previously stated, | am Alaskan by choice.

I am husband, lather, and harvest diver by choice as well.

I am getting involved with our legislative process by choice ,too.

Whether our S.E. Alaskan dive fisheries remain profitable and feasible depends on
legislation in favor the house Bill for a 4 year moratorium on all dive fisheries as

developed by Rep. William’s and staff.

By chores | support such a House Bill and salute you all in your continued efforts as
Alaska’s Legislative body.

Thankyou !

Alaskan, Husband. Father, Harvest Diver,& Registered, informed Voter.
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Qomittess: Alaska State Legislature During S

. State Capitol
o Resond AK%)HJS’Z
GoChainmren 00 466324
Warld Trace & Fax (07) 466-3/3
State Fechrd Reldtios K
Trargportation %IQFratSlreet
e i
alxGs Representative William K. Williams W%m

SPONSOR STATEMENT
House Bill 547

"An Act relating to a four-year moratorium on entry into Southeast Alaska dive fisheries."

House Bill 547 would place a moratorium on new entrants into four of the Southeast
Alaska dive fisheries. It would include sea urchin, sea cucumber, gcoduck and abalone.

Commercial fishermen are attempting to diversify within commercial fisheries. In the
Southeast dive fisheries, diversification is occurring by fishing for more than one species.
This increased interest and effort caused the number of divers to be precariously high at die

end of 1995.

The purpose of this moratorium is to set aside a period of time for examination of each
aspect of die Southeast dive fisheries absent concern of increasing harvest effort. There is
more than keen interest in the dive fisheries from residents and non-residents. The
Department of Fish & Game has been gathering assessment and management data on these
fisheries. A moratorium on new entry into the Southeast Alaska dive fisheries is necessary
to allow a proper review and analysis of the sea cucumber, abalone, sea urchin and

geoduck fisheries.

The Southeast Alaska sea urchin fishery cannot be opened due to lack of research and
management. The large number of new divers interested in this fishery would be difficult
to manage and may threaten die sustained yield management of the sea urchin resource.

House Bill 547 places a four-year moratorium on entrants into the sea cucumber, sea
urchin, geoduck and abalone fisheries. The moratorium is necessary to provide an
opportunity to invesugate alternative means of fishing effort regulation that may be more

appropriate for these fisheries.
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Coordination of available data and investigation into the management of these Fisheries
should provide long-term opportunities to the state and its residents. These valuable
fishery resources need special attention. House Bill 547 would provide the mechanism for
the development of sustainable fisheries which provide the best economic opportunity to

the participants and the best economic return for the state.



FISCAL NOTE
STATE OF ALASKA BILL NO. HB/
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Revision Date: Dept. Affected: Fsh and Gane

Title: Moratorium an entry into Southeast Alaska dive fisheries BRU:.  Commercial Fisheries (Limited) Entry Commission
Component: Limited Entry Program Administration

Sponsor: House ResourcesConmittee

Requester: HourseResourcesCommittee COMPONENT SERIAL NO. 0471
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ANALYSIS: (Attach a separate page if necessary.)

This bill would place a moratorium on the Southeast Alaska dive fisheries in order for the Commercial Fisheries Entry Comission to work with the Alaska
Department of FHsh and Game/the Board of Fisheries and the participants in the fisheries to develop along range plan.
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HE 342 MR MAC MCCLEAN TESTIFY
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Number of

Year Persons
83 22
84 28
85 28
86 23
87 42
88 45
89 66
90 97
91 95
92 99
93 85
94 101
95 95

Number of
earnings,* by year,

Southeast Abalone Fishery,  1983-1995
Participation/Landings/Earnings
persons, average, median and total

Average

2,127
3,411
2, 680
2,638
1, 623
1, 691
936
705
464
362
410
227
151

Pounds--—---—-—---—————-

Median

1,056
2, 031
1, 081
1, 099
803
1, 684
686
371
321
246
331
162
87

Total

46,804
95,512
75,053
60,666
68,173
76,100
61,804
68,386
44,034
35,863
34,852
22,879
14,352

Average

$5,945
$8,373
$7,793
$7,254
$5,021
$6,830
$5,010
$3,855
$2,816
$3,885
$5,964
$3,398
$1,332

pounds and
for the Southeast Alaska abalone fishery,

1983-1995.

Earnings---——————-

Median Total
$2,454 $130,788
$4,869 $234,445
$3,189 $218,198
$3,046 $166,838
$2,453 $210,901
$6,802 $307,368
$3,797 $330,678
$2,430 $373,905
$2,025 $267,512
$2,528 $384,602
$4,730 $506,976
$2,273 $343,194
$825 $126,560



Southeast Abalone Fishery,  1983-1995
Participation/Lan dlng Earnlngs

Resident vs. Nonresident

Table A2. Number of participants, average and total pounds and earnings, by year and residency in
the Southeast Alaska abalone fishery, 1983-1995.

Resident Nonresident )
Pounds Earnings Number of Pounds Earnings
Year Persons Average Total Average Total Persons Average Total Average Total
83 22 2,127 46,804 $5,945 $130,788
84 28 3,411 95,512 $8,373 $234,445
85 28 2, 680 75,053 $7,793 $218,198
86 *
38 1, 778 67,570 $5,501 $209,020 4 151 603 $470 $1,881
g; 40 1, 670 66,792 $6,744 $269,773 5 1, 862 9,308 $7,519 $37,595
89 60 937 56,228 $5,031 $301,843 6 929 5,576 $4,806 $28,835
90 78 668 52,109 $3,634 $283,461 19 857 16,277 $4,760 $90,444
91 78 460 35,906 $2,891 $225,530 17 478 8,128 $2,470 $41,983
92 79 379 29,918 $4,259 $336,498 20 297 5, 945 $2,405 $48,104
93 71 410 29,116 $5,986 $425,003 14 410 5,736 $5,855 $81,973
94 91 237 21,540 $3,555 $323,482 10 134 1,339 $1,971 $19,712
95 90 158 14,211 $1,393 $125,361 5 28 141 $240 $1,199

* Confidential Data

A2



Southeast Abalone Fishery, 1983-1995
Unique Participation Count

Table A3. Number of unique individuals who fished in the ~
Southeast Alaska abalone fishery during the given time period,

1983-1995 .

Cumulative Unique

Year Combination Individuals
Jan. 1, 1996 to Jan. I, 1995 95
Jan. I, 1996 to Jan. 1, 1994 154
Jan. 1, 1996 to Jan. I, 1993 187
Jan. 1, 1996 to Jan. 1, 1992 225
Jan. 1, 1996 to Jan. 1, 1991 253
Jan. 1, 1996 to Jan. 1, 1990 276
Jan. 1, 1996 to Jan. 1, 1989 292
Jan. 1, 1996 to Jan. 1, 1988 298
Jan. 1, 1996 to Jan. 1, 1987 311
Jan. I, 1996 to Jan. 1, 1986 315
Jan. 1, 1996 to Jan. 1, 1985 325
Jan. 1, 1996 to Jan. 1, 1984 332
Jan. 1, 1996 to Jan. 1, 1983 335



Table CI Number of persons,
earnings,” by W ,
1983-1995.

Number o f

Year Persons

6,131
10,081
13,797

9,149

6,117

5,207

3,014

4, 168

3,830

* Confidential Data

Average

Pounds—
Median

5,738
13,351
7,586
4,758
3, 585
3,734
2,333
2, 746
2,475

plket!

average,

Total

73,567
50,403
1,296,931
2,177,433
1,247,907
1,249,621
964,343
966,873
1,685,235

Fis
ing

1983-1995

Xﬁnlngs

median and total
£0? the Southeast Alaska sea cucumber fishery,

Average

$1, 287
$2. 127
$5, 768
$5, 375
$4,,908
$4.,828
$3,,112
$7.,439
#4,,909

Earnings
Median

$1, 205
$2. 817
$3, 164
$2, 886
$2, 869
$3, 554
$2, 462
$4, 901
$3, 051

pounds and

Total

$15, 449
$10, ,635
$542, ,168
$1 ,279,,278
$1 ,001,,141
$1 ,158,,799
$995, ,783
$1 725, ,868
$2 ,159,,804



Table C2.

*

Year

83
84
87
88
89
90
91
92
93
94
95

Number of
Persons

'k
C

5
67
165
146
136
145
190
348

Southeast Sea Cucumber Fishery, 1983-1995

Number of participants,

Participation/Landings/Earnings
Resident vs.

average and total

Nonresident

the Southeast Alaska sea cucumber fishery, 1983-1995.
Resident
Pounds Earnings Number of

Average Total Average Total Persons
10,081 50,403 $2,127 $10,635

12,373 828,963 $5,147 $344,864 27
8,316 1,372,091 $4,967 $819,491 73
6, 664 972,904 $5,338 $779,304 58
5,144 699,610 $4,737 $644,192 104
3,180 461,109 $3,257 $472,264 175
4,227 803,224 $7,546 $1,433,755 42
3,769 1,311,529 $4,886 $1,700,392 92

Data

Confidential

C2

pounds and earnings,

Nonresident

by year and residency in

Pounds
Average Total
17,332 467,968
11,032 805,342

4,741 275,003
5,289 550,011
2, 876 503,234
3,896 163,649
4,062 373,706

Earnings °
Average Total
$7,308 $197,304
$6,298 $459,787
$3,825 $221,837
$4,948 $514,607
$2,992 $523,519
$6,955 $292,113
$4,994 $459,412



Southeast Sea Cucumber Fi_shere/, 1983-1995
Unique Participation Count

Table C3. Number of unique individuals who Ffished in the
Southeast Alaska sea cucumber fishery during the given time
period, 1983-1995.

Cumulative Unique

Year Combination Individuals
Jan. 1, 1996 to Jan. 1, 1995 440
Jan. 1. 1996 to Jan. 1, 1994 472
Jan. 1, 1996 to Jan. 1, 1993 636
Jan. 1, 1996 to Jan. 1, 1992 688
Jan. 1, 1996 to Jan. 1, 1991 756
Jan. 1, 1996 to Jan. 1_ 1990 866
Jan. 1, 1996 to Jan. 1, 1989 387
Jan. 1, 1996 to Jan. 1, 1987 892
Jan. 1, 1996 to Jan. 31, 1984 894

C3



Southeast Geoduck Fishery

Participation/Landings

/Eﬁﬁﬁﬁﬁ

995
S

Table Gl. Number of persons, average, median and total g3d 1995
earnings, by year, for the Southeast Alaska geoduck fishery, 1983 1995.
83 *
84 *
*
gg 7 18,709 7, 330 130,961 $3,725 $1,466 $26,075
*
o $57,338
50 v e o 370.805  $8.600 $3.120  $137,600
o1 e 13284 S 704 2477504  $6.966 $5.129  $153,255
91 22 11,254 8,104 s ’ 5715 897
8, 877 7,246 195,286 $9,813 $8,098 ,
o % i ’ 209,322  $7,882 $6.795  $307,417
o o > ooy > oes 147,010  $4.625 $4.363  $240,508
94 I’ ’ I k4
95 106 2,460 1, 677 260,808 $4,956 $3,069 $525,341
+ Confidential Data

Gl



Table G2.

Southeast Geoduck Fishery, 1983-1995
Part|C|pat|on/Landlngs/Earn|ngs
Resident vs. Nonresident

Number of participants, average and total pounds and earnings,

the Southeast Alaska geoduck fishery, 1983-1995.

*

Number of

Year Persons
83

84 *
85 &
86 *
87 *
88 6
89

90 12
91 10
92

93

94 13
95 51

Confidential

Resident
Pounds
Average Total
31,643 189,856
9, 609 115,311
6,575 65,746
1,097 14,260
1, 097 55,934

Data

Earnings Number of
Average Total Persons Average
$9,556 $57,338
$4,988 $59,853 4 38,874
$4,087 $40,873 12 15,154
$1,795 $23,329 39 3,404
$2,016 $102,812 55 3,725

G2

by year and residency in

Nonresident

Pounds__
Total

155,495
181,848

132,750
204,874

Earnings

Average -Total

$19,437 $77,748
$9,365 $112,382

$5,569 $217,179
$7,682 $422,529



Southeast Geoduck Fishery, 1983-1995
Unique Participation Count

Table G3. Number of unique individuals who fished in the
Southeast Alaska geoduck fishery during the given time period,
1983-1995.

Cumulative Unique

Year Combination Individuals
Jan. 1, 1996 to Jan. 1, 1995 106
Jan. 1, 1996 to Jan. 1, 1994 114
Jan. 1, 1996 to Jan. I, 1993 124
Jan. 1, 1996 to Jan. 1, 1992 125
Jan. 1, 1996 to Jan. I, 1991 133
Jan. 1, 1996 to Jan. 1, 1990 139
Jan. 17 1996 to Jan. I, 1989 143
Jan. 1, 1996 to Jan. I, 1988 144
Jan. 1, 1996 to Jan. 1, 1986 147

G3



Table ui.
earnings,

Year

*

83

85
86
87
88
89
90
91
92
93
95

Number of
Persons

11
12
13
19

10

37
17

Number of
by year,

Sout

Average

9,762
10,498
21,722
34,367
13,602
14,207

3,254
29,039
11,574

8, 440

Confidential Data

he
Pa

»

ast Sea .
rticipati

persons, av
for the Southeast Alaska sea urchin fishery, 1983-1995.

Pounds
Median

2,814
4, 787
13,550
5,102
11,744
15,985
3,040
25,186
5,647
7, 940

Urchin

erage,

C Fjsherg, 1983-1995
on/Landings/Ear

nings

median and total pounds and

107
125
282
652

54
142

16
174
428
143

380
973
384
965
409
068
270
233
220
485

Earnings————— — — —

Average Median Total
$1,787 $374 $19,656
$1,312 $598 $15,747
$3,059 $1,911 $39,763
$5,057 $750 $96,085
$5,535 $5,285 $22,141
$3,509 $3,948 $35,091
$856 $800 $4,279
$8,741 $7,581 $52,444
$3,345 $1,632 $123,756
$2,405 $2,263 $40,893



Southeast Sea Urchin F_isherg/, 1983-1995
Participation/Landings/Earnings
Resident vs. Nonresident

Table U2. Number of participants, average and total pounds and earnings, by year and residency in
the Southeast Alaska sea urchin fishery, 1983-1995.

Resident Nonresident
Number of Pounds Earnings Number of Pounds Earnings

Year Persons Average Total Average Total Persons Average Total Average Total
83 >

84 *

85 «

86 *

87 13 32,162 418,110 $4,736 $61,562 39,143 234,855 $5,754 $34,524
88 4 13,602 54,409 $5,535 $22,141

89 *

90 *

91

92 14 8, 022 112,309 $2,318 $32,457 23 13,735 315,911 $3,969 $91,298
93 2 6, 067 54,604 $1,729 $15,562 8 11,110 88,881 $3,166 $25,331
95

Confidential Data

U2



Southeast Sea Urchin Fishery, 1983-1995
Unique Participation Count

Table U3. Number of unique individuals who fished in the _
Southeast Alaska sea urchin fishery during the given time period,

1983-1995.

Cumulative Unique

Year Combination Individuals
Jan. 1, 1996 to Jan. 1, 1993 17
Jan. 1, 1996 to Jan. 1, 1992 50
Jan. 1. 1996 to Jan. 17 1991 53
Jan. 1. 1996 to Jan. 1, 1990 58
Jan. 1. 1996 to Jan. 1, 1989 64
Jan. 1. 1996 to Jan. 1, 1988 65
Jan. 1. 1996 to Jan. 1, 1987 80
Jan. 1. 1996 to Jan. 1, 1986 85
Jan. 1. 1996 to Jan. 1, 1985 90
Jan. 1. 1996 to Jan. 1, 1984 96



Southeast Alaska Diving Fisheries, 1983-1995
Abalone, Sea Cucumber, Geoduck and Sea Urchin
Unique Participation Count

Table Tl. Number of unique individuals who fished in the
combined abalone, sea cucumber, geoduck and sea urchin Tisheries

during the given time period, 1983-1995.

Cumulative Unique

Year Combination Individuals
Jan. 1, 1996 to Jan. 1 1995 474
Jan. 1, 1996 to Jan. 1 1994 533
Jan. 1, 1996 to Jan. 1 1993 709
Jan. 1, 1996 to Jan. 1 1992 797
Jan. 1, 1996 to Jan. 1 1991 876
Jan. 1, 1996 to Jan. 1 1990 986
Jan. 1, 1996 to Jan. 1 1989 1015
Jan. 1, 1996 to Jan. 1 1988 1021
Jan. 1, 1996 to Jan. 1 1987 1042
Jan. 1, 1996 to Jan. 1 1986 1051
Jan. 1, 1996 to Jan. 1 1985 1060
Jan. 1, 1996 to Jan. 1 1984 1070
Jan. 1, 1996 to Jan. 1 1983 1073
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HOUSE RESOURCES STANDING COMMITTEE
March 27, 1996
6:31 a.m.

HB 547 - M%BATORIUM ON S.E. DIVE FISHERIES

1 *
"CO-CHAIRMAN WILLIAM K, "BILL™ WILLIAMS stated his intent to move HB
S47 out of icommittee. He requested a motion to adopt the committee
substitute}for KB 547 version ,(F) fgr purposes of discussion.

Number 1311

REPRESENTATIVE IRENE NICHOLIA moved for the adoption of CSKB 547.
Hearing nonobjection, it was so ordered,
.I..

Number 150H

CHERYL SUTTON, Legislative Staff to Representative Williams, read
the sponsor statement into the record:

"House Bill 547 would place a moratorium on new entrants into four
of the Southeast Alaska dive fisheries. It would include sea
urchin, sea cucumber, geoduck and abalone. The Southeast dive
HerxgS™"is a discreet fishery different from other parts of the

/S" etate and the participants are uniaue tc Southeast.

MS, BUTTONjread, "Commercial fishermen are attempting to diversify
within commercial fisheries. In the Southeast dive fisheries,
diversification is occurring by fishing for more than one species.
This increased interest and effort caused the number of divers to
be precariously high at the end of 1995.

MS. SUTTON|said, "The purpose of this moratorium is to set aside a
period of time for examination of each aspect of the Southeast dii%e
fisheries absent concern of increasing harvest effort. There is
more than keen interest in the dive fisheries from residents and
non-residents. The Department of Fish and Game has been gathering
assessment land management data on these fisheries. A moratorium on
new entry into the Southeast Alaska dive fisheries is necessary to
allow a proper review and analysis of the sea cucumber, abalone,
sea urchinland geoduck fisheries,

i
MS. SUTTOM continued, "The Southeast Alaska sea urchin fishery
cannot be opened due to lack of research and management. The large
number of new divers interested in this fishery would be difficult
to manage and rm.ay threaten the sustained yield management of the
sea urchin!resource.

Number 263
HOUSE RES COMMITTEE -1- 03/22/96
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MS, SUTTON(Proceeded, "House Bill 547 places a four-year moratorium
on. entrants into the sea cucumberf sea urchin, geoduck and abalone
fisheries.j The moratorium is necessary to provide an opportunity
to investigate alternative means of fishing effort regulation that
may be more appropriate for these fisheries.

MS. SUTT(Nﬂsaid, "Coordination of available data and investigation
into the management of these fisheries should provide long-term
opportunities to the state and its residents. These valuable
fishery resources need special attention. House Bill 547 would
provide the mechanism for the development of sustainable fisheries
whiah provide the best economic opportunity to the participants and
the best economic return for the state.”

Number 315';

MS. SUTTONIbriefed the committee on the C9 for HB 547 to explain
changes from the original bill. Section I. Legislative Findings,
add: i

|

(6) individuals who participated in the abalone, sea cucumber, and
geoduck fisheries in Southeast Alaska during 1594 and 1995, v/ould
have been [likely to participate in- a sea urchin fishery during
those years if a fishery had occurred;

(7) current economic dependence on a fishery is beat demonstrated
by recent pjarticipation in, and economic reliance upon, a fishery/.
1

Number 355

MS. SUTTON explained, Section 2 (d) add: (1) during calendar year
1992 or 1993, the applicant commercially harvested sea urchin in
the Southeast Alaska sea wurchin fishery while holding the
appropriate interim-use permits;.

Number 369 i

ms . SUTTONibriefed the committee on the intent of the legislation:
i

Section I.I Legislative Findings that support placing a moratorium

on these four species.

Section 2. jieni with how it will be executed. We have created
two years for each species for qualifying years to fish during the
moratorium. If someone has fished for sea cucumber, geoduck, or

abalone during calendar years 1994-1995, they would be allowed to
fish: during the moratorium. For sea urchin, because there has not
been a commercial Tfishery 1in recent years and they are 1in an
assessment Ijuf test fishery mode, -we-went back to calendar years

4 U z b il c )° € jr
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1992 and 1993 to belﬁggg&é;ﬁﬁﬁgwith qualifying years. Afcr-fcerufed

geoduckflhrough .January 1996 because the fishery was occurring then
i

and there wore residents who were participating in the fiahery.

MS. 1SUTTON! explained that the Limited Entry Commission does not
know at this time whether it will be necessary to limit entrance
ir.to: all these fisheries and that is what the moratorium 4u@n) d
It buys u~lthe time to look at it. There is a real concern, within
the Department of Fish and Game on the increased effort.’_Thu<'S_
an enormoug amount of interest from places like Maine, Oregon,
Washington! State and California 1in these resources. They have
harvested gome of these resources in other parts of the country and
seme in Alaska Ne-~eally need to get a handle on the management

of these fisheries and -this will buyers® the time to do that.
I
1 iIMr-a-kriuy”?
Number 5361

CO-CHAIRMAN JOE GREEN wanted tc know if HB 547 is sunsefcted limited
entry.

MS. SUTTON replied <chat the bill allows people who have
participated in those dive fisheries during.tha qualifying years
laid, cut in the bill to participate in, during the period of the
moratorium Which is up to four years, Ahyone of those species can
come out by; the legislature creating another law to bring them out.
S9-*j[t just! [limits the people during the period of the moratorium,
it does not necessarily mean that Commercial Fisheries Entry
Commission "will find that each one of these species needs to have

i a limited access by whatever means. It just is for the period of

the moratorium. After that period, -shea-whatev”~r the findings-a-re-
I -during-that -time will de-.er-Hne wfeefchciruz not -ita.... v*>0( UW/Ao-A*, k-"A
i i d.r\ct

1 CO-CHAIRMAN GREEN Intei ®ctec eo it is e:lited entry for a four
| year period.

HOUSE RES COMMITTEE -3- 03/22/96
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Number 601

CO-CKAIRMAN WILLIAMS noted the arrival of Representatives Ggan,
Kott and Austerman.

Number 605% n

REPRESENTATIVE DON LONG wondered 1if this |legislation would be
extension of ithe limited entry program.
N

MS. SUTTON stated that the moratorium falls under the commission®is
present duties and responsibilities. What the Commercial Fisheries
Entry Commission will do during the time of the moratorium 1ia
place, is they will work with the participants in the fishery, the
Department o£f£!Fish and Game, the Board of Fisheries and their own
staff to look at all the available information and make
determinfs about the effort in these fisheries,

Numh 662

REPRES?/, VTIVE ALAN Avw; . professed his support for the concept
of the moratorium saying that the state needs to look at more of
its fisheries,i especially, the new fisheries, and make sure that we
do not disallow what the state has done In the past with crab and
shrimp, He advocated private enterprise, but stressed that this is
a finite resource, and by allowing the private sector to come in
and devour everything, we end up destroying a TFTishery.

REPRESENTATIVE AUSTERMAN pointed out that the bill will give the
state time to protect the Tisheries while fishing continues and
information, can be gathered. He contended that this isnot really
a limited entry system in the true sensebut it doesgive us a

;moratorium.

REPRESENTATIVE AUSTERMAN deduced that at the end of four years,
HOUSE RES COMMITTEE -4- 03/22/56
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Number 662

REPRESENTATIVE ATAN AUSTERMAN professed hiB support for the concept
of the moratorium saying that the state needs to look at more of
its Tisheries, especially, the new fisheries, and make sure that we
do not disallow what the state has done in the past with crab and
Shrimp. jHe advocated private enterprise, but stressed that this is
a finite: resource, and by allowing the private sector to cons iIn
and devour everything, we end up destroying a fishery.

i

REPRESENTATIVE AUSTERMAN pointed out that the bill will give the
state time to protect the fisheries while fishing continues and
information can be gathered. Ke contended that this le not really
a limited entry Bystem in the true sense but it does give us a

moratorium.

REPRESENTATIVE AUSTERMAN deduced that at the end of four years,
there may be fisheries that do not need to be limited, we do not
know that because of how we, aa legislators, continue to cut the
Department of Fish and Game’s budget. For example, there are only
two crab biologists In the state of Alaska; one crab biologist is
retiring and the department is leaving that position vacant because
of budget constraints.
|

Number 7|77

REPRESENTATIVE JOHN DAVIES questioned the eligibility requirements
of the moratorium suggesting that the bill appears to gerrymander

the dates and recommended the committee look et a definite
interval.

|
REPRESENTATIVE DAVIES said the bill seems to allow people to cross

fish s=t urchins and asked.)explanation.
[ cwW_

MS. SUTTON replied that bsb urchins were commercially Tished a
r

HOUSE RB3 COMMITTEE -4-  03/22/96
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Jthds*may be fisheries that not need to be limited. We do not

know that because of how we, aa legislators, continue to cut the
Departmentlof Pish and Game-"s budget. For example, thereofonly
two crab biologists in the state of Alaska: one crab biologist is
retiring and the department is leaving that position vacant because
of budget %onstraints.

Number 777 j
I

1
REPRESENTATIVE JOHN DAVIES questioned the eligibility requirements

of the mora}orium suggesting that the bill appears to gerrymander
the dates jand recommended the committee 1look at a definite
interval.

REPRESENTATIVE DAVIES said the bill seems to allow people to cross
fish sea urchins and asked explanation,
I

|
MS. SUTTON;replied that sea urchins were commercially fished a

e number of years ago and pats* not fished very strongly because the

.06

market did jnot support the fishery. Sea urchiag”arp in a test
fishery mode, swith no commercial opportunity. trying to
investigatelhow they might manage this fisheryt---——--——~ fKc mTf

:MS. SUTTON referred to Legislative Findir”~(6) stating that the Bea
zurchin fishery was treated differently/ ws”dxanot want to exclude

the folks who did participate, before it went into an assessment
.. . -bxt *TU<ali1™ *70 i
mode so that isi wj*"e-~tept”back to the early calendar years in
1992 and 1993. Ambrose-pollinated yi because the folks who were
fishing in the fitter dive fisheries probably would have fished in

the eea urchin fishery l-ad it been open for that opportunity.

IMS. SUTTON explained the reason the geoduck fishery was extended
"because the! season was open 1in January 1S96. There ware local
residents who participated ancir wa aid not want to exclude those
folks because the fishery wasHypgn?

HOUSE RES COMMITTEE -5- 03/22/96
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Number 949

REPRESENTATIVE DAVIES wanted to know if the abalone fishery closes
at the end.of the calendar year.
i

Commercial Fisheries Entry
*

MS. BUTTOHiI deferred to Prank Homan,
commission®

HODSB RES COMMITTEE -6- 03/22/96
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participants in the fishery.

MR, HOMAN related that the sea urchin fishery has been closed for
two yeare because the department cannot control the number of
participants into that Tfishery. in the bill, the other dive
fisheries would be allowed to fish in that fishery, that is, only
if it opens. As long as the sea urchin fishery remains closed,
even those: eligible under this bill would not be allowed to fish.
Whether that clears itself up in the four year moratorium or not,
it is possible that there would not be a sea urchin fishery in that

time except for the test fishery.

Number 1433

FT OMAN applauded Representative williams office, the department
ana one divers, forming a unit in southeast Alaska, working toward
alternatives in the long terra.

MR. HOMAN .said the moratorium just stops the procedure of entry
|nt%_tne flshery and but does not necessarily lead to a limitation
of any of the four fisheries in question.

Number 1518

MR. HOMANLreturned to the origin of limited® entry program: two
criteria set out in statute say a fishery can be limited for two
purposes: .resource conservation and the economic health of the
fishery. If the fisheries are in distress, they can easily be
closed completely by the depa™tr®nt~sog tteij”no one is able to
participate. However, wrfc& theMlimited entry commission purpose
they do add a balance in there saying the economic health of the
fishery. What the legislature was trying to craft at that time was
to allow the fishermen in Alaska to participate in a balance with
the resource so that both would remain healthy and have a sustained
yield over time.

HOUSE RES COMMITTEE -3- 03722796
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this fishery.
Nuitfcer 1B70

MR. HOMAN answered that the constitution allowed the limited entry
commission!to limit any commercial fishery in the state, 1in order
to do thatl the commission has to investigate that fishery and do
substantial researah into who 1is participating and the resource
that 1is available. These determinations take a long time to
investigate and to consult with the Department of Fish and Game in
each specific fishery.

|
MR. HOMAN informed, at the very beginning, there were 19 different
salmon fisheries that the legislature said were distressed and the
commission!did not have to do the economic analysis because it was,
at the time, evident that they were distressed, particularly,
Bristol 3ny fisheries were in a disaster. The legislature told the
commission! oh those specific fisheries they could limit without the
analysis, jSince that time, on every fishery that has been limited,
the 'commi§§jon had conducted that analysis and public hearings.

I

Number IS&'F
. -
i
REPRESENTATIVE DAVIES reasoned that the bill establishes limited
entry for a short period of time. He questioned the need for a
bﬂlglwhgmiit appears that the commission has the authority to

establish;a four year moratorium.

MR. HOMAN explained one of the problems with the moratorium statute
is that the Commercial Fisheries Entry Commission cannot instigate
the moratorium, It requires a request from the commissioner of the
Department! of Fish and Game and the approval of the Board of Fish.
The moratorium legislation was adopted at a time when there was

condem about fisheries limitations and, particularly, what the
federal sgWicies were doing. The commission was restricted from

HOUSE RES COMMITTEE -11- 03/7.2/95

TOTAL P.01



03-30-1995 12:24PM  FROM HOUSE RESOURCES COMMITTEE  TO 2267 P.01

the ability to adopt a moratorium and, on our own initiative, we

i cannot adogv:a moratorium. It has to come from outside the agency.
1

I Number 207]
I

REPRESENTAﬁIVE AUSTERMAN reiterated that if the Department of Fish
and Game hqd the staff to research these fisheries to find out how
big they are and what they can sustain, the state would not be in
this kind of situation. He argued that until that time, the f;tate
has to have the ability to come in and stop the over fishing of a
resource. ,Even within the four year period, it will be difficult
for ADF&G and the commission to come up with guidance beaause they
do not h&<js money to do the work that needs to be done.

i !

"

Number 215Q
i
e REPRESENTATIVE DAVIES asked for clarification on the interim Use

i permits. ﬁ

* Y

. MR, HOMAN responded, Title 16, Chapter 43, the commission 1issues
permits qu all fisheries in the state but only some of them are

i limited. The permits that are not permanent limited entry permits

j are called%interim use permits and they are not transferrable.

' Number 2233
‘i
J
GERON BRUCE, Legislative Liaison, Department of Fish and Game,
stated theldepartment7s support of the concept of the moratorium
and explained the department®s perspective to the problems that
I occur in managing these fisheries: Effort, What kind of resource
Jj you are harvesting, what its productivity is, what level of harvest
it can sustain and then what kind of effort is going to be
I harvesting) that resource bo that effort can be matched through
I season and!bag limits to what the resource can sustain over time.
I - 3

% HOUSE RES COMMITTEE -12- 03722796
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MR. HOMAN clarified for Chairman Green that during -e time of the

moratorium®, the commission would issue "into:. m rmits" and an

interim use permit has no value and they are no;, transferable except

in some very extenuating circumstances, such as a medical reason.
Ir

Number 1671

MR. HOMAN explained a reason for the bill is also the timeliness of
the legislature Joeing able to act on a moratorium. By this bill,
the legislature oan declare the moratorium as of a specific date.
The commission has a statute that allows for moratorium, but it is

Fisheries N
Vo~ATTnoN TARrA>'Y<yWS>ch T>
MR. HOMAN predicted that testimony from the divers would indicate
that time:is of the essence and the longer that these fisheries
remain open to entry, the higher the numbers will be and the worst
situation”®/

-Number 1692

»1 i

MR. HOMAN related that there is a model available for a moratorium.
Four years ago, the legislature adopted a moratorium for the
Southeast :Dungeness Crab fishery and during that four year period,
the commission was able to work with the department and the fleet
and come lipwith an acceptable solution to the increasing numbers.

He encouraged legislative consideration of HB 547.

Number 1726

REPRESENTATIVE ramona barnes understood Alaska®s constitution,
Article A> Section 111, that the fish and game resources of the

HOUSE RES COMMITTEE -9- 03/22/96
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GOVERNOR Juneau Alasiia 99811-0001
Fry 110105+ Sir

State of A laska
OFFICE OF THE GOVERNOR

JI'NEAt

March 25, 1996

The Honorable Gail Phillips
Speaker ofthe House
Alaska State Legislature
State Capitol

Juneau, AK 99801-1182

Dear Speaker Phillips:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, 1am transmitting a bill
providing for legislative authorization, approval, and ratification oi the "First Amendment
to the Northstar Unit Leases Between the State of Alaska and BP Exploration (Alaska)
Inc.".

This project is the beginning of a new era in the development of Alaska’s oil resources. It
requires a new commitment to Alaska hire, expands opportunities for Alaskan companies,
introduces efficient and safe technological innovations and brings new revenues to
Alaskans.

The Northstar Unit leases currently require BP Exploration (Alaska) Inc. to make net
profit share payments to the state which average about 88% of "net profits." BP
Exploration (Alaska) Inc. maintains that it can not develop the Northstar Unit unless the
net profit share requirements are eliminated from the leases. The Department of Natural
Resources believes that 2002 is the earliest the state might achieve development of
Northstar. The longer it takes to develop the leases, the less the state receives because of
the development account provisions of die net profit share leases. The incentives
provided in diis amendment would bring the Northstar Unit into full production by 1999.

The amendment has diree main components. First, it eliminates the net profit share
payments. In place of die net profit provision a supplemental royalty is required, payable
on a sliding scale based on the price of oil, partially adjusted for inflation. This
supplemental royalty, which can be as much as 7'/2%, is in addition to the 20% base
royalty required under die leases. Development of diese leases will generate an estimated
$430 million or more to the state treasury from royalties and taxes, including ail estimated

$37 million in supplemental royalties.



Second, die amendment commits BP Exploration (Alaska) Inc. to an ambitious project
schedule that requires construction start-up by 1997. If BP Exploration (AJaska) Inc. fails
to perform its obligadons under the project schedule the leases terminate automatically,
thereby allowing die state to lease the tracts to anodier company.

And diird, the amendment replaces the current AJaska hire provisions in the leases widi
more forceful provisions diat require BP Exploration (AJaska) Inc. to hire Alaskans,
within the constraints of the law, and to contract with local construction and fabrication
companies to build the project facilities. It is anticipated diat enactment of this bill will
generate 500 construction jobs and 50 permanentjobs in die state. It will result in Alaska
companies fabricating production modules, including one or more of the first sealift
modules ever constructed in AJaska.

| am requesting legislative approval of the Northstar amendment for two reasons. First,
the terms of diis amendment involve issues of statewide interest and impact that deserve a
thorough and open public review and discussion.

Second, die bill would remove any legal cloud which may exist over die Administration’s
authorities in diis matter by providing the commissioner of the Department of Natural
Resources with sufficient express authority to amend the leases in the way we have
amended them here. This will ensure that the project can proceed expeditiously and
maximize the benefits to the state and the people of AJaska.

I urge your prompt and favorable action on the bill.

Sincerely,

Governor
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State Revenues (without Northstar Lease Amendments)

State State . State State Share Severance  Spill &  Property  Corporate  Total State
Royalty  Supplemental  of Federal Tax Conscrv. Tax* Income Tax Revenues
Royalty Royalty Tax
(Thousands of 1996 Dollars)
1996 SO0 00 $0.0 00 $0.0 $0.0 $0.0 $0,0
1997 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1998 0.0 0.0 0.0 0.0 0.0 0.0 0.0 0.0
1999 0.0 0.0 0.0 0.0 0.0 0.0 (477.1) (477.1)
2000 0.0 0.0 0.0 0.0 0.0 828.3 (835.9) (7.6)
2001 3,868,9 0.0 247.4 0.0 45.6 2,547.2 (1,173.8) 5,535.3
2002 35,778.5 0.0 2,287.7 16,1717 407.2 4,245.3 2,784.3 61,674.6
539,647.4 00 §2,535.1 $16,171.7 $452.8 $7,620.8 $297.5  $66,725.2

State Revenues (with Northstar Lease Amendments)

State State State State Share Severance  Spill &  Property  Corporate  Total State
Royalty ~ Supplemental  of Federal Tax Conserv. Tax* Income Tax  Revenues
Royalty Royalty Tax
(Thousands of 1996 Dollars)
1996 00 $0.0 $0.0 $0.0 $0.0 $0.0 ($477.1) ($477.1)
1997 0.0 0.0 0.0 0.0 0.0 761.4 (834.1) (72.7)
1998 3,625.3 0.0 231.8 0.0 50.1 2,343.9 (1,213.4) 5,037.7
1999  35,631.3 42.5 2,278.2 16,1015 447.4 3,914.3 2,767.6 61,183.0
2000  35,735.8 680.0 2,2849 13,4878 432.1 4,771.2 2,994.3 60,386.1
2001 34,891.8 1,969.0 2,231.0 12,682.7 406.5 4,586.5 3,440.7 60,208.1
2002 29,599.9 2,887.4 1,892.6 7.949.5 330.6 4,293.8 3.234.1 50,187.9
$139,484.1 S5,578.9 $8,9185 S50,221.5 $1,666.7 $20,671.1 $9,912.1 $236,453.0

Change in State Revenues (with Northstar Lease Amendments)

State State State State Share  Severance  Spill &  Property  Corporate  Total State
Royalty Supplemental  of Federal Tax Conserv. Tax* Income Tax Revenues
Royalty Royalty Tax
(Thousands of 1996 Dollars)
1996 00 $0.0 $0.0 $0.0 $0.0 $0.0 ($477.1) (S477.1)
1997 0.0 0.0 0.0 0.0 0.0 761.4 (834.1) (72.7)
1998 3,625.3 0.0 231.8 0.0 50.1 2,343.9 (1,213.4) 5,037.7
1999  35,631.3 42.5 2,278.2 16,101.5 447.4 3,914.3 3,244.7 61,659.9
2000 35,735.8 680.0 2,284.9 13,487.8 432.1 3,942.9 3,830.2 60,393.7
2001 31,022.9 1,969.0 19836  12,682.7 361.0 2,039.3 4,614.5 54,673.0
2002 (6,178.6) 2,887.4 (395.1) (8,222.2) (76.5) 485 449.9  (11.486.7)
599,836.7 S5,578.9 $6,383.4 $34,049.8 $1,214.1 $13,050.3 $9,614.7 $169,727.8

+Approximately 75 percent of this amount may go to the North Slope Borough.
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FIRST AMENDMENT TO THE NORTHSTAR UNIT LEASES BETWEEN THE STATE
OF ALASKA AND BP EXPLORATION (ALASKA) INC.

The State of Alaska ("State™) and BP Exploration (Alaska) Inc. (‘BPXA") are parties to
the fdlloning leases in the Northstar Unit  ADL 312798, effective February 1, 1980;
ADL 312799, effective February 1, 1980; ADL 312808, effective February 1, 1980; and
ADL 312809, effective February 1, 1980 (collectively the "1980 Leases"); as well as
ADL 355001, effective August 1, 1983 (the “1983 Lease”). The parties agree to amend
the 1980 Leases and the 1983 Lease as set forth in this first amendment to the
Northstar Unit leases.

1980 Leases
1) Paragraph 6(b) is replaced in its entirety as follows:

(b) Annual rental paid in advance is a credit on the royalty or supplemental
royalty due under this lease for that year.

2) Paragraph 7 is replaced in its entirety as follows:

7. SUPPLEMENTAL ROYALTY, (@) In addition to the royalty paid and
computed under paragraphs 8,10, and 11 below, Lessee shall pay to the State
a supplemental royalty (“supplemental royalty”). Lessee shall pay the
supplemental royalty, if owed, upon the same production volume for which
royalty is paid (“production volume”). The supplemental royalty payment for a
given month equals the supplemental royalty value times the supplemental
royalty percentage rate (“percentage rate") times the production volume for that
month. The percentage rate shall be calculated monthly by reference to. (1) an
ANS West Coast spot price ("spot price”); and (2) a supplemental royalty trigger
price (“trigger price"). If the spot price is equal to or less than the trigger piice,
then the percentage rate equals zero. If the spot price is greater than the trigger
price, then the percentage rate equals [the spot price per barrel minus the
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trigger price per barrel] times 1.5 per cent per dollar per barrel. The percentage
rate may never exceed 7.5 per cent.

(b) The spot price is the price per barrel calculated in Article 3.3 of ax J Exhibit 4
to the ANS Royalty Litigation Settlement Agreement ("ANS Agreement”), dated
December 31, 1991, between the State and BPXA, for the crude all referred to
as “ANS (USWC)" in the ANS Agreement. The trigger price is $17.35 per barrel
through April 30, 1997. On May 1, 1997, and each May 1 thereafter, He trigger
price shall be adjusted by an inflation factor equal to fifty percent of the “inflation
rate” defined as the Producer Price Index for Industrial Commodities ("PPI") for
December of the previous year, as reported by April 30 of the current year,
divided by the PPI for December of 1995, as reported by April 30, 1996. The
supplemental royalty value for ail, gas, natural gas liquids and associated
substances is defined in paragraphs 10 and 11 below. Exhibit B is a sample
c;:}lculation to demonstrate the method of calculating supplemental royalty tor
oil.

Paragraph 9 is replaced in its entirety as follows:

9. REDUCTION OF ROYALTY. Except as provided in paragraph 7 above,
Lessee shall not be entitled to any reduction of royalty paid under paragraph 8
above or supplemental royalty paid under paragraph 7 above based on any
current or future agreement, State statute, or State regulation.

Paragraph 10 is replaced in its entirety as follows:

10. ROYALTY INVALUE. Unless the State elects to receive al or a portion of
its royalty or supplemental royalty in kind as provided in paragraph 12 below,
Lessee shall pay to the State the value of all royalty and supplemental royalty
Q11 gas and associated substances as determined under paragraph 11 below.
Royalty and supplemental royalty paid in value shall be free and clear of all
lease expenses (and any portion of such expenses which is incurred away from
the leased area), including, but not limited to, expenses for separation, cleaning
dehydration, gathering, saltwater disposal, and preparing the ail, gas or
associated substances for transportation off the leased area. All royalty and
supplemental royalty that may become payable in money to the State shall be
paid on or before the last day of the calendar month folloning the month in
which the all, gas or associated substances are produced. Royalty and
supplemental royalty payments shall be accompanied by copies of run tickets or
such other information relating to valuation of royalty and supplemental royalty
as the State may require, which may include, but is not limited to, evidence of
sales, shipments, and amounts of gross ail, gas and associated substances

produced.
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Paragraph 11 is replaced in its entirety as. follows:

11 VALUE. For purposes of computing supplemental royalty due under this
lease, the value of supplemental royalty ail, gas, natural gas iiquida and
associated substances shall be the value used in computing royalty on said
substances.

(@ To compute the value of all for royalty and supplemental royally purposes,
this lease shall be deemed an “ANS Lease” under the terms of the ANS
Agreement, irrespective of any provision(s) of such agreement which would
otherwise exclude this lease therefrom

(b To compute the value of gas and natural gas liquids for royally and
supplemental royalty purposes, this lease shall be deemed a ‘I ease” under the
terms of the 1995 ANS Gas Royalty Litigation Settlement Agreement between
BPXA and the State dated as of April 1, 1995, irrespective of any provision(s) of
such agreement which would otherwise exclude this lease therefrom

(©) To compute the value of associated substances (Which shall be deemed to
exclude all, gas, and natural gas liquids) for royalty and supplemental royalty
purposes, the value of such associated substances shall not be less than the
highest of.

(1) the field price actually received be Lessee for such associated
substances;

(2) Lessee's posted price in the field for such associated substances;

(3) the volume weighted average field price actually received by other
producers in the same field or area for associated substances of like kind and
quality at the time such associated substances are removed from the leased or
unit area; or

(4) the volume weighted average posted price in the field of other
producers in the same field or area for associated substances of like kind and
quality at the time such associated substances are removed from the leased or

unit area.

If associated substances are sold away from the leased or unit area, the term
"field price” above shall be the actual price for such associated substances
received from the purchaser thereof less the actual cost of transportation away
from the leased or unit area to the point of delivery.

Minimum Value Determinations. The State may establish minimum values for
purposes of computing royalties on associated substances obtained from this
lease, with consideration being given to the price actually received by Lessee,
to the price or prices paid in the same field or area for production of like quality,
to posted prices, to prices received by Lessee and/or other producers from



sales occurring away from the leased area, and to other relevant matters. Each
such determination will be made only after Lessee has been given notice and a
reasonable opportunity to be heard. Under this provision, it is expressly agreed
that the minimum value of royalty associated substances under this lease may
not necessarily equal the price of such associated substances.

6) The follomng provision shall be added to the end of paragraph 12

(e Supplemental royalty under paragraph 7 above may be taken in
kind under the same terms and conditions as royalty may be taken in kind under

this paragraph 12.
7)  Paragraph 14 is replaced in its entirety as follows:

14. APPORTIONMENT OF ROYALTY FROM APPROVED UNI'T. The
landowner’s royalty and supplemental royalty share of the unit production
allocated to each separately owned tract shall be regarded as royalty to be
distributed to and among, or the proceeds of it paid to, the landowners, free and
clear of all unit expense and free of any lien for it Under this provision, the
State's royalty and supplemental royalty share of any unit production allocated
to the leased area shall be regarded as royalty to be distributed to, or the
proceeds of it paid to, the State, free and clear of all unit expenses (and any
portion of such expenses which is incurred away from the unit area), including,
but not limited to, expenses for separation, cleaning, dehydration, gathering,
saltwater disposal, and preparing ail, gas or associated substances for
transportation off the unit area, and free of any lien for it

8) Paragraph 28 (c) is added as follows:

(© Notwithstanding any other provisions of this lease, the Northstar Unit
Agreement, State statute, or State regulation, this lease shall terminate
automatically without notice, an opportunity to be heard, or judicial proceeding,
if the Lessee fails to comply with the project schedule set forth in Exhibit C
(“project schedule™), attached and incorporated by reference. Automatic
termination shall occur whether or not there is a well on the leased area
capable of producing all or gas in paying quantities, the lease is committed to a
unit agreement, or the Lessee is drilling or conducting reworking operations, on
the date performance under the schedule is due. Furthermore, upon
termination BPXA shall promptly file of record appropriate lease
relinquishments. The automatic termination shall occur at 11:59 p.m., Alaska
Time, on the day performance of an obligation under the project schedule is
due. The State may waive performance of an obligation required under the
project schedule by prior written consent. The performance of any obligation
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required under the project schedule is subject to the provisions of paragraph
32.

Paragraph 32 is replaced in its entirety as follows:

32. FORCE MAJEURE. If the State determines that Lessee has been
prevented, after diligent efforts made in good faith, from complying with any
express or implied promise, term, condition or covenant of this lease, from
conducting drilling operations, or from producing or marketing all or gas from
the leased area, by reason of war, riots, acts of God, unusually severe weather,
or any other cause beyond Lessee’s reasonable ability to foresee or control
(including delays caused by judicial decision or lack thereof or inability to obtain
local, State, or federal permits or environmental impact statements), whether
similar to those enumerated or not, Lessee's obligation to comply with such
provision shall be suspended, but not voided, and Lessee shall not be liable for
damages for failure to comply therewith. If Lessee’s obligations to conduct
drilling or reworking operations are suspended under this paragraph and the
continuation of such operations without suspension would have had the effect
of preventing the expiration or termination of this lease, this lease shall not
terminate during the period which the obligation to perform such operations is
suspended. Nothing in this paragraph shall be construed to suspend the
obligation to pay rentals, or to suspend the obligation to pay royalties,
supplemental royalties or other production payments from operations on the
lease area which are not suspended or from operations which are not affected
by any such suspension, to the State.

Paragraph 41 is replaced in its entirety as follows:

41. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee shall comply with all
valid federal, State and local laws in hiring Alaska residents and contractors
and shall not discriminate against Alaska residents or contractors. Within the
constraints of law, Lessee shall employ Alaska residents and contractors to the
extent they are available and qualified. Subject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of Alaska.
Lessee shall advertise for available positions locally and use Alaska job
service organizations to notify the Alaskan public. For work in connection
with this lease, Lessee shall use best efforts to contract with Alaska firms and
fabricate modules in Alaska, whenever feasible. Lessee shall encourage its
contractors to employ and train, when necessary, residents of Alaska. In
determining feasibility, Lessee shall consider commercial, health, safety,
and environmental conditions and requirements to ensure maintenance of
Lessee’s operational standards. Lessee shall submit annually to the
Director, Division of Qil and Gas, for transmission to the Department of
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Labor, a report that details the specific measures Lessee and its contractors
and subcontractors have taken or are planning to take to recruit qualified
Alaska residents for available jobs, describes on-the-job training
opportunities, and describes Lessee's efforts to hire Alaska firms for work in
connection to this lease. Lessee shall furnish the Department of Labor a
quarterly report regarding the employment of Alaska residents on the leased
area in compliance with regulations by the Commissioner of Labor. The
report must also include statistical data concerning the number of resident
personnel hired within the past year for this lease.

1983 Lease

Paragraph 4(f) and paragraph 34(7) are deleted and replaced in their entirety

with the folloning paragraph 4(f):

2)

(H FORCE MAJEURE. If the state determines that lessee has been prevented,
after diligent efforts made in good faith, from complying with any express or
implied promise, term, condition or covenant of this lease, from conducting
drilling operations, or from producing or marketing ail or gas from the leased
area, by reason of war, riots, acts of God, unusually severe weather, or any
other cause beyond lessee’s reasonable ability to foresee or control (including
delays caused by judicial decision or lack thereof or inability to obtain local,
state, or federal permits or environmental impact statements), whether similar to
those enumerated or not, lessee’s obligation to comply with such provision shall
be suspended, but not voided, and lessee shall not be liable for damages for
failure to comply therewith. If lessee’s obligations to conduct drilling or
reworking operations are suspended under this paragraph and the continuation
of such operations without suspension would have had the effect of preventing
the expiration or termination of this lease, this lease shall not terminate during
the period which the obligation to perform such operations is suspended.
Nothing in this paragraph shall be construed to suspend the obligation to pay
rentals, or to suspend the obligation to pay royalties, supplemental royalties or
other production payments from operations on the lease area which are not
suspended or from operations which are not affected by any such suspension,
to the state.

Paragraph 5(b) is replaced in its entirety as follows:

(o) Annual rental paid in advance is a credit on the royalty or supplemental
royalty due under this lease for that year.



3) Paragraph 7 is replaced in its entirety as follows:

7. APPORTIONMENT OF ROYALTY FROM APPROVED UNIT. The state's
royalty and supplemental royalty share of the unit production allocated to each
separately owned tract must be regarded as royalty to be distributed to or
among, or the proceeds of it paid to, the state, free and clear of all unit expenses
and free of any lien for them. Under this provision, the state’s royalty and
supplemental royalty share of any unit production allocated to the leased area
will be regarded as royalty to be distributed to, or the proceeds of it paid to, the
state, free and clear of all unit expenses (and any portion of those expenses
incurred away from the unit area), including, but not limited to, expenses for
separating, cleaning, dehydration, gathering, saltwater disposal, and preparing
oil, gas, or associated substances for transportation off the unit area, and free of
any lien for them.

4) A new paragraph 20(c) is added as follows:

(©) Notwithstanding any other provisions of this lease, the Northstar Unit
Agreement, state statute, or state regulation, this lease shall terminate
automatically without notice, an opportunity to be heard, or judicial proceeding,
if the lessee fails to comply with the project schedule set forth in Exhibit C
("project schedule"), attached and incorporated by reference. Automatic
termination shall occur whether or not there is a well on the leased area
capable of producing oil or gas in paying quantities, the lease is committed to a
unit agreement, or the lessee is drilling or conducting reworking operations, on
the date performance under the schedule is due. Furthermore, upon
termination BPXA shall promptly file of record appropriate lease
relinquishments. The automatic termination shall occur at 11:59 p.m., Alaska
Time, on the day performance of an obligation under the project schedule is
due. The state may waive performance of an obligation required undei the
project schedule by prior written consent. The performance of any obligation
required under the project schedule is subject to the provisions of paragraph

4(f).
5) Paragraph 31 is replaced in its entirety as follows:

31. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee shall comply with all
valid federal, state and local laws in hiring Alaska residents and contractors and
shall not discriminate against Alaska residents or contractors. Within the
constraints of law, lessee shall employ Alaska residents and contractors to the
extent they are available and qualified. Subject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of Alaska.
Lessee shall advertise for available positions locally and use Alaska job



service organizations to notify the Alaskan public. For work in rnnnor*ion
with this lease, lessee shall use best efforts to contract with Alaska firms and
fabricate modules in Alaska, whenever feasible. Lessee shall encourage its
contractors to employ and train, when necessary, residents of Alaska. In
determining feasibility, lessee shall consider commercial, health, safety, and
environmental conditions and requirements to ensure maintenance of
lessee's operational standards. Lessee shall submit annually to the
Director, Division of Qil and Gas, for transmission to the Depot trnont of
Labor, a report that details the specific measures lessee and its contractors
and subcontractors have taken or are planning to take to recruit qualified
Alaska residents for available jobs, describes on-the-job training
opportunities, and describes lessee's efforts to hire Alaska firms for work in
connection to this lease. Lessee shall furnish the Department of Labor a
quarterly report regarding the employment of Alaska residents on the leased
area in compliance with regulations by the Commissioner of Labor. The
report must also include statistical data concerning the number of resident
personnel hired within the past year for this lease.

Paragraph 35 is replaced in its entirety as follows:

35. ROYALTY ON PRODUCTION. Except for oil, gas, and associated
substances used on the leased area for development and production or
unavoidably lost, the lessee shall pay to the state as a royalty 20 percent in
amount or value of the oil, gas, and associated substances saved, removed, or
sold from the leased area and of the gas used on the leased area for extraction
of natural gasoline or other products from the leased area.

Paragraph 36 is replaced in its entirety as follows:

36. VALUE. For purposes of computing supplemental royalty due unct. mis
lease, the value of supplemental royalty oil, gas, natural gas liquids, and
associated substances shall be the value used in computing royalty on said
substances.

(&) To compute the value of oil for royalty and supplemental royalty purposes,
this lease shall be deemed an “ANS Lease" under the terms of the ANS
Agreement, irrespective of any provision(s) of such agreement which would
otherwise exclude this lease therefrom.

(b) To compute value of gas and natural gas liquids for royalty and
supplemental royalty purposes, this lease shall be deemed a "Lease" under the
terms of the 1995 ANS Gas Royalty Litigation Settlement Agreement between
BPXA and the State dated as of April 1, 1995, irrespective of any provision(s) of
such agreement which would otherwise exclude this lease therefrom.
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(c) To compute the value of associated substances (which shall be deemed to
exclude oil, gas, and natural gas liquids) for royalty and supplemental royalty
purposes, the value of such associated substances shall not be loss than the
highest of:

(1) the field price actually received be lessee for such associated
substances;

(2) Lessee’s posted price in the field for such associated substances;

(3) the volume weighted average field price actually received by other
producers in the same field or area for associated substances of like kind and
quality at the time such associated substances are removed from the leased or
unit area; or

(4) the volume weighted average posted price in the field of other
producers in the same field or area for associated substances nf like kind and
quality at the time such associated substances are removed from the leased or

unit area.

If associated substances are sold away from the leased or unit area, the term
"field price" above shall be the actual price for such associated substances
received from the purchaser thereof less the actual cost of transportation away
from the leased or unit area to the point of delivery.

Minimum Value Determinations. The state may establish minimum values for
purposes of computing royalties on associated substances obtained from this
lease, with consideration being given to the price actually received by lessee, to
the price or prices paid in the same field or area for production of like quality, to
posted prices, to prices received by lessee and/or other producers from sales
occurring away from the leased area, and to other relevant matters. Each such
determination will be made only after lessee has been given nnfim and a
reasonable opportunity to be heard. Under this provision, n is ixpiessly agreed
that the minimum value of royalty associated substances under this lease may
not necessarily equal the price of such associated substances.

Paragraph 37 is replaced in its entirety as follows:

37. ROYALTY IN VALUE. Unless the state elects to receive all or a portion of its
royalty or supplemental royalty in kind as provided in paragraph 38, lessee
shall pay to the state the value of all royalty and supplemental royalty oil, gas
and associated substances as determined under paragraph 36. Royalty and
supplemental royalty paid in value shall be free and clear of all le:ase expenses
(and any portion of such expenses which is incurred away from the leased
area), including, but not limited to, expenses for separation, cleaning
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dehydration, gathering, saltwater disposal, and preparing the nil, nan nr
associated substances for iransportation off the leased aiea. Alt loyalty and
supplemental royalty that may become payable in money iu the stale shall be
paid on or before the last day of the calendar month following the month in
which the oil, gas or associated substances are produced. Royalty and
supplemental royalty payments shall be accompanied by copies oi run tickets or
such other information relating to valuation of royalty and supplemental royalty
as the state may require, which may include, but is not limited to, evidence of
sales, shipments, and amounts of gross oil, gas and associated substances
produced.

The following provision shall be added to the end of paragraph 38:

® Supplemental royalty under this lease may be taken in kind under
the same terms and conditions as royalty may be taken in kind under this
paragraph 38.

Paragraph 39 is replaced in its entirety as follows:

39. REDUCTION OF ROYALTY. Except as provided in paragraph 40 below,
lessee shall not be entitled to any reduction of royalty paid under paragraph 35
above or supplemental royalty paid under paragraph 40 below based on any
current or future agreement, state statute, or state regulation.

Paragraph 40 is replaced in its entirety as follows:

40. SUPPLEMENTAL ROYALTY, (a) In addition to the royalty paid and
computed under paragraph 35, 36, 37 above, lessee shall pay to the state a
supplemental royalty ("supplemental royalty”). Lessee shall pay the
supplemental royalty, if owed, upon the same production volume for which
royalty is paid ("production volume"). The supplemental royalty payment for a
given month equals the supplemental royalty value times the supplemental
royalty percentage rate ("percentage rate”) times the production volume for that
month. The percentage rate shall be calculated monthly by reference to: (1) an
ANS West Coast spot price ("spot price”); and (2) a supplemental royalty trigger
price (“trigger price"). If the spot price is equal to or less than the trigger price,
then the percentage rate equals zero. If the spot price is greater than the trigger
price, then the percentage rate equals [the spot price per barrel minus the
trigger price per barrel] times 1.5 per cent per dollar per barrel. The percentage
rate may never exceed 7.5 per cent.

(b) The spot price is the price per barrel calculated in Article 3.3 of and Exhibit 4

to the ANS Royalty Litigation Settlement Agreement (*“ANS Agreement”), dated
December 31, 1991, between the State and BPXA, for the crude oil referred to

10



as "ANS (USWCQC)" in the ANS Agreement. The trigger price is $17.35 per barrel
through April 30, 1997. On May 1, 1997, and each May 1 Hick after, the nigger
price shall be adjusted by an inflation factor equal to fifty percent of the "inflation
rate" defined as the Producer Price Index for Industrial Commodities ("PPr) for
December of the previous year, as reported by April 30 of the current yeatr,
divided by the PPI for December of 1995, as reported by April 30, 1996. The
supplemental royalty value for oil, gas, natural gas liquids and associated
substances is defined in paragraphs 36 and 37 above. Exhibit R is a sample
calculation to demonstrate the method of calculating supplemental royalty for
oil.

These amendments do not affect: (1) any future agreements which may be reached for
the handling of outside substances as that term is used in the Northstar Unit
Agreement effective January 24, 1990 or (2) the current valuation methodology for
royalty for any other Alaska Net Profit Share leases between the State and BPXA or
any affiliates or any future agreements which may be reached regarding a future
valuation methodology for Alaska Net Profit Share leases. These amendments take
effect when and if an Act(s) substantially similar to the act, attached as Exhibit D and
incorporated by reference, takes effect. This amendment is dated for reference

purposes as of March 22, 1996.

LESSEE: LESSOR:
BP EXPLORATION (ALASKA), STATE OF ALASKA
E. ME Luttrelt, Vice President , Commissioner

v , Department of Natural Resources
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STATE OE ALASKA )
) ss.

Third Judicial District )

On '“YhacA, 23- . 1996, before me appeared John T. Shively, Commissioner,
State of Alaska, Department of Natural Resources, and who executed this lease and
acknowledged voluntarily signing it on behalf of the State of Alaska, as lessor.

NotaryPubllc in and for the State of Alaska . %
Mv Commission Expires: /1 1c>/99 #37 \' %

1

% \ -p\5~7
STATE OF ALASKA ) % *X <474

) ss.

Third Judicial District ) %//Inm\#x
On . 1996, before me appeared E. M. Lutrell, Vice President of BP

Exploration (Alaska), Inc., and who executed this lease and acknowledged voluntarily
signing it ombehalf of the BP-Exploration (Alaska), Inc., as lessee.

Notary Public in and for the State of Alaska V pl/>\
My Commission Expires: A O I
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Exhibit B
Calculation of the Supplemental Royalty Payment ioi Oil

1) The calculation of the ANS West Coast spot price is cleiivec] from Platt’s
"Oilgram Price Report" Spot Crude Price Assessments:

Platt's Reported Daily
Assessment ($/barrel)

Date ANSWC ANSWC ANSWC ANSWC
Low High Daily Average Daily Average
(After
Rounding)1

01/02/96 $17.97 $18.06 $18,015 $18.02
01/03/96 S17.94 $18.03 S17.985 $17.98
01/04/96 $17.96 $18.03 $17,995 $18.00
01/05/96 $18.60 $18.64 $18,620 $18.62
01/09/96 $18.23 $18.29 $18,260 $18.26
01/10/96 $17.99 $18.05 $18,020 $18.02
01/11/96 $17.10 $17.17 S18.135 $17.14
01/12/96 $16.64 $16.71 $18,675 $16.68
01/15/96 $16.75 $16.83 $16,690 $16.79
01/16/96 $16.60 $16.66 $16,730 $16.63
01/17/96 $16.91 $16.97 $16,940 $16.94
01/18/96 $17.46 $17.54 $17,500 $17.50
01/19/96 $17.28 S17.37 $17,325 $17.32
01/22/96 $17.02 $17.08 $17,050 $17.05
01/23/96 $17.10 $17.16 $17,150 $17.13
01/24/96 $17.35 $17.41 $17,380 $17.38
01/25/96 $16.76 $16.81 $17,785 $16.78
01/26/96 $16.43 $16.53 $17,480 $16.48
01/29/96 $16.16 $16.24 $16,200 $16.20
01/30/96 $16.30 $16.38 $16,340 $16.34
01/31/96 $16.46 $16.56 $16,510 $16.51

Monthly Average calculated from ANSWC Daily

Average (After Rounding) = S17.2271 per

barrel
ANS West Coast spot price for the January 1996
month of production = $17.23 per
barrel
2) The inflation factor shall be calculated as follows: Assume that by April 30,

1996, the U.S. Department of Labor reports a PPI for December 1995 as 126.2.
Assume that by April 30, 1998, the PPI for December 1997 is 134.2. The inflation
factor for 1998 is calculated according to the following formula:

1 AIll source and calculated numbers shall be rounded as required in the ANS

Agreement.



Inflation Factor for May 1, 1998 through April 30, 1999
= [(PPI December of the previous year + PPl December 1995) - Ij x 0.5

= [(134.2 + 126.2) - 1] x 0.5 = 0.0317 = 3.17 percent

3) The trigger price for May 1, 1998 through April 30, 1999 is calculated by
adjusting $i?.30 per barrel by the inflation factor as follows:

Trigger price for the current year = $17.35 per barrel x (1 + inflation factor)
= $17.35 per barrel x (1+ 3.17 percent)
= $17.35 x 1.0317
= $17.90 per barrel

4) Assuming the current month ANSWC spot price is $21.40, the supplemental
royalty percentage rate is calculated as:

Supplemental royalty percentage rate = (ANSWC spot price - trigger price for the current year)
X (1.5 percent per dollar per barrel)

= ($21.40 per barrel - $17.90 per barrel) x 1.5 percent per dollar per barrel

= (21.40-17.90) x 0.015

= 0.05250 = 5.25 percent
5) The calculation of the supplemental royalty payment for the current month is the
product of the production volume times the royalty value and the supplemental royalty
percentage rate. Assume that 1,550,000 barrels of oil were produced in the Northstar
unit in the current month and that the royalty value is $17.71. The supplemental

royalty is:

Supplemental royalty payment = production volume x royalty value x supplemental royalty
percentage rate

1,550,000 barrels x $17.71 per barrel x 5.25 percent

$1,441,151.25



EXHIBIT C
PROJECT SCHEDULE

The Northstar Development Project ("the Project’) is described in the document titled
“Northstar Development Project, Conceptual Engineering Report dated February
1996. BPXA shall comply with the following schedule for the Project and shall provide
satisfactory evidence of compliance within fifteen days of the date performance is due
under the schedule:

BPXA shall receive Project sanction within twelve (12) months after passage by the
legislature of an Act approving the First Amendments to the Northstar Unit Leases for
the Project. "Project sanction" means approval in writing by the highest appropriate
authority in BPXA or its parent entity necessary for the total amount of expenditures
required for the Project. Satisfactory evidence of receipt of sanction shall be tendered
to the State in the form of the sar.ctioning entity's documents approving the
expenditure of funds for the Project. If Project sanction is withdrawn for any reason
whatsoever, BPXA shall notify the State within three working days by letter from an

authorized officer and BPXA shall be deemed to have failed to comply with this

schedule.
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CS FOR HOUSE BILL NO. 548( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION
BY

Offered:
Referred:

Sponsor(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR
A BILL

FOR AN ACT ENTITLED
"An Act authorizing the amendment of Northstar Unit oil and gas leases
between the State of Alaska and BP Exploration (Alaska) Inc.; and providing

for an effective date.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS AND INTENT, (a) The legislature finds that

(1) the production of oil and gas from state land is a matter of statewide
interest and effect because it is an important source of revenue to the state and job
opportunities for the people of the state;

(2) BP Exploration (Alaska) Inc. holds state oil and gas leases in the Northstar
Unit that include net profit share provisions;

(3) unless the net profit share provisions of the Northstar Unit leases are
amended, production of oil and gas from the unit is highly unlikely to begin before the year
2002, if at all;

(4) because of the development account provisions of the net profit share

\wTet Uthlired [EEDETBRGER] OS2 540 )
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leases, the later that these leases are developed, the less "net profits" the state receives;

(5) if the net profit share provisions of the Northstar Unit leases are amended,
full production of oil and gas from the unit may begin as early as the year 1999;

(6) amending the net profit share provisions of the Northstar Unit leases to
provide for a supplemental royalty will maximize the economic benefits of oil and gas
production to the people of the state by encouraging timely production from the unit;

(7) the development of the Northstar Unit will provide additional revenue to
the state;

(8) the timely development of the unit may result in increased state revenue
in future lease sales; and

9) the timely development of the unit may result in technological
breakthroughs and other cost savings that may make othei development opportunities in
Alaska economically feasible.

(b) With respect to the effect of the effort to secure earlier development of the leases
on employment opportunities for state residents and on the state’s economy, the legislature
finds that

(1) paragraph 41 of the 1980 lease and paragraph 31 of the 1983 lease are to
be amended; under each of the proposed amendments,

(A) the lessee, BP Exploration (Alaska) Inc., undertakes

(i) to use its best efforts to advertise for, iecruit, and employ
qualified residents of the state;

(i) to contract with existing licensed Alaska firms to fabricate
the modules to develop the Northstar Unit leases within the state and, in
contracting with those firms, to encourage its contractors to employ and, when
necessary, train existing state residents;

(iii) to enter into contracts with Alaska-licensed vendors,
contractors, and suppliers for the provision of supplies and services; and

(B) several state agencies with responsibility for improving the
ploymcnt opportunities of state residents, including training, commit to efforts to
supplement and support the lessee’s undertakings;

(2) the lessee, BP Exploration (Alaska) Inc., has made significant investments
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in the state, is ranked as one of the state’s largest private sector employers, and regularly
enters into contracts to obtain support services; consequently, the lessee’s fulfilment of the
undertakings described in (1) of this subsection should materially contribute to existing
resident workforce employment opportunities and to the state’s economic stability;

(3) a good faith effort by the lessee, BP Exploration (Alaska) Inc., and the state
agencies to fulfill the undertakings described in (1) of this subsection should ensure that, under
the amended leases, benefits will accrue directly and immediately to the people of the state;
and

(4) the mutual commitments made by the parties to the lease in these
amendments to secure to state residents and businesses the advantages and benefits of both
expanded resident hire opportunities and additional work by in-state businesses are in the best
interests of the people of the state and are considerations of paramount importance to the
legislature in its decision to conditionally approve the proposed amendments of the Northstar
Unit leases.

* Sec. 2. LEGISLATIVE INTENT REGARDING MEANING OF SPECIFIC RESIDENT
EMPLOYMENT REQUIREMENTS, (a) The legislature wishes to set out its intent regarding
meaning of certain words and phrases used in the "First Amendment to the Northstar Unit
Leases between the State of Alaska and BP Exploration (Alaska) Inc. (‘Northstar
Amendment’)" that is approved by this Act. Specifically, the legislature wishes to set out its
intent regarding Paragraph 41 of the 1980 Leases titled "Employment of Alaskan Residents"
and Paragraph 31 of the 1983 Lease titled "Employment of Alaskan Residents" in the
Northstar Amendment, collectively the "Employment Paragraphs.” The legislature intends that
the Alaska residents and contractors discussed in the Employment Paragraphs are truly
Alaskan and that Alaska residents throughout the state be given an opportunity to obtain
employment on the Northstar project.

(b) The legislature believes that

(1) the findings made by the legislature in AS 36.10.005(a)(1) - (8) and (11)-
(18), (c¢), and (d), regarding an employment preference for Alaska residents on state
construction projects are equally applicable to the Northstar Amendment; and

(2) the state has a compelling interest in reducing the level of unemployment

among its residents.
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(c) The legislature intends, for purposes of the Employment Paragraphs, that

(1) the phrases "Alaska resident" "residents of Alaska,” and '"resident
personnel” mean an individual who is physically present in the state with the intent to remain
in the state indefinitely and to make a home in the state;

(2) an individual demonstrates that intent by maintaining a residence in the
state;

(3) other acceptable proof of that intent includes evidence that the individual:
is registered to vote in the state, attends school in the state, possesses an Alaska driver’s,
fishing, trapping, or hunting license, or receives a permanent fund dividend; and

(4) the hiring entity may also require that the individual state under oath that
the individual is not claiming residency outside of the state or obtaining benefits under a claim
of residency outside of the state.

(d) The legislature intends that for purposes of the Employment Paragraphs,

(1) the word "available" means Alaska residents who are located anywhere in
the state, not just in the area of the state where the work is to be performed; and

(2) the word "qualified" means an individual who either currently possesses
the requisite education, training, skills, or experience to perform the work necessary for a
particular position or is capable of performing such skills after completing one of the job
training programs contemplated in the Employment Paragraphs.

(e) The legislature understands that nonresidents will be hired only if there are no
available and qualified Alaska residents to perform the work. For purposes of the
Employment Paragraphs, the legislature intends that the requirement to "advertise for available
positions locally” includes advertising in newspapers and other publications located throughout
the state, including rural areas, not just in the location where the work is to be performed.

(f) The legislature further intends that the requirement to "use Alaska job service
organizations" includes those offices maintained by the Department of Labor whose functions
are to aid the unemployed in finding employment and any job service organization located
throughout the state, notjust the location where the work is to be performed.

() The legislature intends that, for purposes of the Employment Paragraphs, the
phrases "Alaska Contractors" and "Alaska firms" mean a firm or contractor that

(1) holds an Alaska business license;
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(2) maintains its principal place of business in the state; and
(3) is
(A) a sole proprietorship and the proprietor is an Alaska resident;
(B) a partnership and more than 50 percent of the partners are Alaska
residents;
(C) a corporation that has been incorporated in the state or is authorized
to do business in the state; or
(D) is ajoint venture composed entirely of ventures that qualify under

this paragraph.

(h) For purposes of Employment Paragraphs, the legislature intends that the lessee’s

reporting obligations comply with the reporting requirements of 8 AAC 30.062 and shall
include information regarding the number of nonresidents hired within the past year, and the
number of Alaska contractors and non-Alaska contractors hired within the past year.
* Sec. 3. AMENDMENT OF LEASES AUTHORIZED, (a) The State of Alaska and BP

Exploration (Alaska) Inc. are parties to the following leases in the Northstar Unit:

(1) ADL 312798, effective February 1, 1980;

(2) ADL 312799, effective February1l, 1980;

(3) ADL 312808, effective February 1, 1980;

(4) ADL 312809, effective February 1, 1980; and

(5) ADL 355001, effective August 1, 1983.

(b) The commissioner of natural resources may amend the Northstar Unit leases
described in (a) of this section to the extent set out in the "First Amendment to the Northstar
Unit Leases Between the State of Alaska and BP Exploration (Alaska) Inc.", dated March 22,
1996, if the amendment includes a provision as follows:

(D) Paragraph 41 of each of the leases described in (a)(1) - (4) of this

section is replaced in its entirety as follows:

"41. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee
shall comply with all valid federal, State and local laws in hiring
Alaska residents and contractors and shall not discriminate against
Alaska residents or contractors. Within the constraints of law, lessee

shall employ Alaska residents and contractors to the extent they are
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available and qualified. Subject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of
Alaska. Lessee shall advertise for available positions locally and use
Alaska job service organizations to notify the Alaskan public. For work
in connection with this lease, lessee shall use best efforts to contract
with AJaska firms and fabricate modules in Alaska, whenever feasible.
Lessee shall encourage its contractors to employ and train, when
necessary, residents of Alaska. In determining feasibility, lessee shall
consider commercial, health, safety, and environmental conditions and
req irements to ensure maintenance of lessee’s operational standards.
Lessee shall submit annually to the director, division of oil and gas, for
transmission to the Department of Labor, a report that details the
specific measures lessee and its contractors and subcontractors have
taken or are planning to take to recruit qualified Alaska residents for
available jobs, describes on-the-job training opportunities, and describes
lessee’s efforts to hire Alaska firms for work in connection to this lease.
Lessee shall furnish the Department of Labor a quarterly report
regarding the employment of Alaska residents on the leased area in
compliance with regulations by the Commissioner of Labor. The report
must also include statistical data concerning the number of resident
personnel hired within the past year for this lease";

(2) Paragraph 31 of the lease described in (a)(5) of this section is replaced
in its entirety as follows:

"31. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee
shall comply with all valid federal, State and local laws in hiring
Alaska residents and contractors and shall not discriminate against
Alaska residents cr contractors. Within the constraints of law, lessee
shall employ Alaska residents and contractors to the extent they are
available and qualified. Subject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of

Alaska. Lessee shall advertise for available positions locally and use
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Alaska job service organizations to notify the Alaskan public. For work
in connection with this lease, lessee shall use best efforts to contract
with Alaska firms and fabricate modules in Alaska, whenever feasible.
Lessee shall encourage its contractors to employ and train, when
necessary, residents of Alaska. In determining feasibility, lessee shall
consider commercial, health, safety, and environmental conditions and
requirements to ensure maintenance of lessee’s operational standards.
Lessee shall submit annually to the director, division of oil and gas, for
transmission to the Department of Labor, a report that details the
specific measures lessee and its contractors and subcontractors have
taken or are planning to take to recruit qualified Alaska residents for
available jobs, describes on-the-job training opportunities, and describes
lessee’s efforts to hire Alaska firms for work in connection to this lease.
Lessee shall furnish the Department of Labor a quarterly report
regarding the employment of Alaska residents on the leased area in
compliance with regulations by the Commissioner of Labor. The report
must also inch’ le statistical data concerning the number of resident
personnel hired within the past year for this lease"; and

3) These amendments take effect when and if an Act(s) substantially
similar to the act, attached as Exhibit D and incorporated by reference,
takes effect. This amendment is dated for reference purposes as of
March 22, 1996.

* Sec. 4. REPORTING PROVISIONS. The lessee, BP Exploration (Alaska) Inc., shall file
with the commissioner of labor at least every six months the reports that the commissioner
of labor determines are necessary to evaluate the lessee's efforts described under sec. 3(b) of
this Act.

* Sec. 5. SEVERABILITY. Under AS 01.10.030, the provisions of this Act are severable.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

NawTet Urckrlired [HEED TEXT BRGEH] cons S48t )



29 '96 04:29PM BP EXPLORATION P.1/1

John C. Moryan
President. Alaska

BP EXPLORATION

BP Exploration (Alaska) Inc.
SO0 East Benson Bou'ovard
P.O. Bo* 10G512

Areheragc. Alaska 99519-5612
(907)SEa-£A2

April 29,1996

The Honorable Ramona Bames, Chair

House World Trade and State/Federal
Relations Committee

Alaska State Legislature

State Capitol

Juneau, Alaska 99801

Deai" Representative Bames:

The development of the Northstar field is an important project to the residents of Alaska
and BP Exploration. Northstar development will provide jobs for Alaskans, new
business opportunities for Alaskan businesses, and significant revenues to the state.

BP Exploration has voluntarily and publicly committed to recruit and hire qualified
Alaska residents for the Northstar Development. We have also publicly committed to
encourage Northstar contractors to recruit, hire, and train, when necessary, Aaska

residents.

Furthermore, BP has voluntarily and publicly committed to use Alaska contractors to
build in Aaska Northstar production and processing modules. BP has committed to
spend S30 - 40 million to build in Aaska the larger and more complex modules for
assembly for sealift providing that suitable facilities to do this are available. We are
working with our contractors to do everything possible to ensure the facilities will be
available.

Our reputation depends on our honoring these commitments and reporting our results to
the people of Alaska.

We appreciate the opportunity to provide comments to your committee.
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CS FOR HOUSE BILL NO.548( )
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - SECOND SESSION

BY

Offered:
Referred:

Sponior(s): HOUSE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL
FOR AN ACT ENTITLED
"An Act authorizing the amendment of Northstar Unit oil and gas leases
between the State of Alaska and BP Exploration (Alaska) Inc.; and providing

for an effective date."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. LEGISLATIVE FINDINGS AND INTENT, (a) The legislature finds that

(1) the production of oil and gas from state land is a matter of statewide
interest and effect because it is an important source of revenue to the state and job
opportunities for the people of the state;

(2) BP Exploration (Alaska) Inc. holds state oil and gas leases in the Northstar
Unit that include net profit share provisions;

(3) unless the net profit share provisions of the Northstar Unit leases are
amended, production of oil and gas from the unit is highly unlikely to begin before the year
2002, if at all;

(4) because of the development account provisions of the net profit share
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leases, the later that these leases are developed, the less "net profits" the stale receives;

(5) if the net profit share provisions of the Northstar Unit leases are amended,
full production of oil and gas from the unit may begin as early as the year 1999;

(6) amending the net profit share provisions of the Northstar Unit leases to
provide for a supplemental royalty will maximize the economic benefits of oil and gas
production to the people of the state by encouraging timely production from the unit;

(7) the development of the Northstar Unit will provide additional revenue to
the state;

(8) the timely development of the unit may result in increased state revenue
in future lease sales; and

(9) the timely development of the unit may result in technological
breakthroughs and other cost savings that may make other development opportunities in

Alaska economically feasible.

(b) With respect to the effect of the effort to secure earlier development of the leases

on employment opportunities for state residents and on the state’s economy, the legislature
finds that
(1) paragraph 41 of the 1980 lease and paragraph 31 of the 1983 lease are to
be amended; under each of the proposed amendments,
(A) the lessee, BP Exploration (Alaska) Inc., undertakes

(i) to use its best efforts to advertise for, recruit, and employ
qualified residents of the state;

(ii) to contract with existing licensed Alaska firms to fabricate
the modules to develop the Northstar Unit leases within the state and, in
contracting with those firms, to encourage its contractors to employ and, when
necessary, train existing state residents;

(iii) to enter into contracts with Alaska-licensed vendors,
contractors, and suppliers for the provision of supplies and services; and

(B) several state agencies with responsibility for improving the
employment opportunities of state residents, including training, commit to efforts to
supplement and support the lessee’s undertakings;

(2) the lessee, BP Exploration (Alaska) Inc., has made significant investments
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in the state, is ranked as one of the state’s largest private sector employers, and regularly
enters into contracts to obtain support services; consequently, the lessee’s fulfillment of the
undertakings described in (1) of this subsection should materially contribute to existing
resident workforce employment opportunities and to the state’s economic stability;

(3) a good faith effort by the lessee, BP Exploration (Alaska) Inc., and the state
agencies to fulfill the undertakings described in (1) of this subsection should ensure that, under
the amended leases, benefits will accrue directly and immediately to the people of the state;
and

(4) the mutual commitments made by the parties to the lease in these
amendments to secure to state residents and businesses the advantages and benefits of both
expanded resident hire opportunities and additional work by in-state businesses are in the best
interests of the people of the state and are considerations of paramount importance to the
legislature in its decision to conditionally approve the proposed amendments of the Northstar
Unit leases.

* Sec. 2. AMENDMENT OF LEASES AUTHORIZED, (a) The State of Alaska and BP
Exploration (Alaska) Inc. are parties to the following leases in the Northstar Unit:

(1) ADL 312798, effective February 1, 1980;

(2) ADL 312799, effective February 1, 1980;

(3) ADL 312808, effective February 1, 1980;

(4) ADL 312809, effective February 1, 1980; and

(5) ADL 355001, effective August 1, 1983.

(b) The commissioner of natural resources may amend the Northstar Unit leases

described in (a) of this section to the extent set out in the "First Amendment to the Northstar
Unit Leases Between the State of Alaska and BP Exploration (Alaska) Inc.”, dated March 22,
1996, if the amendment includes a provision as follows:
@) Paragraph 41 of the leases described in (a)(1) - (4) of this section is
replaced in its entirety as follows:
"41. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee
shall comply with all valid federal, State and local laws in hiring
Alaska residents and contractors and shall not discriminate against

Alaska residents or contractors. Within the constraints of law, lessee

CSHB 548( )
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shall employ Alaska residents and contractors to the extent they are
available and qualified. Subiject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of
Alaska. Lessee shall advertise for available positions locally and use
Alaska job service organizations to notify the Alaskan public. For work
in connection with this lease, lessee shall use best efforts to contract
with Alaska firms and fabricate modules in Alaska, whenever feasible.
Lessee shall encourage its contractors to employ and train, when
necessary, residents of Alaska. In determining feasibility, lessee shall
consider commercial, health, safety, and environmental conditions and
requirements to ensure maintenance of lessee’s operational standards.
Lessee shall submit annually to the director, division of oil and gas, for
transmission to the Department of Labor, a report that details the
specific measures lessee and its contractors and subcontractors have
taken or are planning to take to recruit qualified Alaska residents for
available jobs, describes on-the-job training opportunities, ar.d describes
lessee’s efforts to hire Alaska firms for work in connection to this lease.
Lessee shall furnish the Department of Labor a quarterly report
regarding the employment of Alaska residents on the leased area in
compliance with regulations by the Commissioner of Labor. The report
must also include statistical data concerning the number of resident
personnel hired within the past year for this lease";

Paragraph 31 of the lease described in (a)(5) of this section is replaced
in its entirety as follows:

"31. EMPLOYMENT OF ALASKAN RESIDENTS. Lessee
shall comply with all valid federal, State and local laws in hiring
Alaska residents and contractors and shall not discriminate against
Alaska residents or contractors. Within the constraints of law, lessee
shall employ Alaska residents and contractors to the extent they are
available and qualified. Subject to the foregoing:

Lessee voluntarily agrees to adopt a program to hire residents of
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* Sec. 3. REPORTING PROVISIONS. The lessee, BP Exploration (Alaska) Inc., shall file
with the commissioner of labor at least every six months the reports that the commissioner

of labor determines are necessary to evaluate the lessee's efforts described under sec. 2(b)of

this Act

* Sec. 4. SEVERABILITY. Under AS 01.10.030, the provisions of this Act are severable.

WORK DRAFT WORK DRAFT

Alaska. Lessee shall advertise for available positions locally and use

Alaska job service organizations to notify the Alaskan public. For work
in connection with this lease, lessee shall use best efforts to contract
with Alaska firms and fabricate modules in Alaska, whenever feasible.

Lessee shall encourage its contractors to employ and train, when

necessary, residents of Alaska. In determining feasibility, lessee shall

consider commercial, health, safety, and environmental conditions and

requirements to ensure maintenance of lessee’s operational standards.

Lessee shall submit annually to the director, division of oil and gas, for
transmission to the Department of Labor, a report that details the
specific measures lessee and its contractors and subcontractors have

taken or are planning to take to recruit qualified Alaska residents for
available jobs, describes on-the-job training opportunities, and describes
lessee’s efforts to hire Alaska firms for work in connection to this lease.

Lessee shall furnish the Department of Labor a quarterly report
regarding the employment of Alaska residents on the leased area in

compliance with regulations by the Commissioner of Labor. The report
must also include statistical data concerning the number of resident
personnel hired within the past year for this lease"; and

These amendments take effect when and if an Act(s) substantially

similar to the act, attached as Exhibit D and incorporated by reference,
takes effect. This amendment is dated for reference purposes as of

March 22, 1996.

* Sec. 5. This Act takes effect immediately under AS 01.10.070(c).
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AMENDMENT

OFFERED IN THE HOUSE
TO: Draft CSHB 548( ), version "M" dated 4/29/96

Page , line

Insert new material to read:

"LEGISLATIVE INTENT, (a) The legislature wishes to set out its intent regarding
meaning of certain words and phrases used in the "First Amendment to the Northstar Unit
Leases between the State of Alaska and BP Exploration (Alaska) Inc. (‘Northstar
Amendment’)" that is approved by this Act. Specifically, the legislature wishes to set out its
intent regarding Paragraph 41 of the 1980 Leases titled "Employment of Alaskan Residents"
and Paragraph 31 of the 1983 Lease titled "Employment of Alaskan Residents" in the
Northstar Amendment, collectively the "Employment Paragraphs.” The legislature intends
that the Alaska residents and contractors discussed in the Employment Paragraphs are truly
Alaskan and that Alaska residents throughout the state be given an opportunity to obtain
employment on the Northstar project.

(b) The legislature believes that

(1) the findings made by the legislature in AS 36.10.005(a)(1) - (8) and (11)-
(18), (c),and (d), regarding an employment preference for Alaska residents on state
construction projects are equally applicable to the Northstar Amendment; and

(2) the state has a compelling interest in reducing the level of unemployment
among its residents.

(c) The legislature intends, for purposes of the Employment Paragraphs, that

(1) the phrases "Alaska resident,” "residents of Alaska,” and "resident
personnel" mean an individual who is physically present in the state with the intent to remain
in the state indefinitely and to make a home in the state;

(2) an individual demonstrates that intent by maintaining a residence in the

state;

(3) other acceptable proof of that intent includes evidence that the individual:



