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SENATE CO M M ITTEE R E PO R T
i

DATE: 4/18/97 FURTHER:

DATE TURNED 
IN TO OFFICE: * # < ? # / ¥ 7

Resources Committee considered HOUSE JOINT RESOLUTION NO. 34

Relating to proposed regulations of the North Pacific Fishery Management Council creating a new 
discriminatory halibut fishery in Alaska.

Senate 3ill:
[ ] sam e title 
[ ] new  title 

H ouse  Bill:
[ ] sam e title 
[ ] technical change 
[ ] new: SCR*_______

[ ] adopt Letter o f  Intent b y ___________________________ C om m ittee

[ ] further referral to th e ______________________________ Com m ittee

and recom m ends:

[ ] be re p la c e d  w ith  C S ________________________________(_________ )

[ ] adopt p r e v io u s  C S __________________________________ (_________ )

[ ] attached am endment(s)

[ 3 APPROPR IAT ION  - no fiscal note ‘ Include fiscal notes accompanying Governor s b ill
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A L A S K A  S T A T E  L E G IS L A T U R E

H o u se  o f  R ep resen ta tiv es  

S p ec ia l C o m m ittee  on F ish er ies

HJR  34 
PR O PO SED  N PFM C  H A LIBU T SUBSISTEN CE REG U LA TIO N S 

SPO N SO R  ST A TEM EN T

The North Pacific Fishery Management Council (NPFMC) was recently 
requested to create a new fishery for halibut in state and federal waters off 
Alaska. This request was partly initiated in response to recent enforcement 
problems associated with retention of undersized halibut and use of illegal 
gear. In December on 1996, the Council initiated the regulatory process which 
included several management options. A Council newsletter indicated that 
revised regulations likely would be implemented in 1998.

The proposed management options are attached to this statement.

Halibut are regulated in the North Pacific through the International Pacific 
Halibut Treaty, which created the International Pacific Halibut Commission, 
and the Northern Pacific Halibut Act of 1982, which clarified the 
responsibilities of the Halibut Commission and the Council. The 1982 Act 
indicated that the basic responsibility of the Commission is to maintain the 
health of the resource by evaluating available biological data and establishing 
management goals and area quotas. The NPFMC was authorized to establish 
regulations within the guidelines of the Halibut Commission for the 
harvesting of halibut. Recommendations and regulations proposed by both 
the Halibut Commission and the Council require concurrence by the 
Secretary of Commerce.

Neither the Halibut Commission nor the Council have ever identified a 
specific subsistence halibut fishery. Throughout most coastal areas, the taking 
of halibut for personal consumption has been taken under the recreational 
fishery regulations or as halibut retained during a commercial fishery. The 
recent establishment of halibut IFQ's has resulted in less opportunity for 
those who do hot have an IFQ to utilize commercial gear for harvesting for 
personal consumption.
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This resolution promotes modification of existing regulations under the 
authority of the NPFMC to allow the creation of special areas, methods and 
means and bag limits to provide ample opportunity for Alaskans to harvest 
halibut for personal consumption. This resolution does not favor the 
creation of a new fishery which violates the basic principles in Alaska's 
Constitution regarding common use and access to Alaska's resources. This 
resolution opposes the NPFMC adoption allocation regulations based on race 
or residency.

This resolution also expresses grave concern that this unilateral action by the 
Council could result in further erosion of Alaska's jurisdictional authority by 
expanding an already contested federal preemption effort embodied in Title 
VIII of ANILCA. Particular concern is expressed over the possible creation of 
a new commercial fishery under the guise of subsistence harvesting -- one of 
the options being considered by the Council.

We contend that the Council can accommodate special area needs for 
regulatory exceptions without dismantling the existing allocation framework 
and without creating a new fishery.
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Proposed Motion

P r o p o s e  N e w  A lte r n a t iv e  3: P r o v id e  lo r  P e r s o n a l C o n s u m p t iv e  U s e  o f  H a lib u t  
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O p t io n  1: D e f in e  L e g a l G e a r

S u b -o p t io n  A : N u m b e r  o f  h o o k s  p e r  lin e .

S u p -o p t io n  B: 1-3 S k a te s  u p  to  6 0  h o o k s  e a c h

S u b -o p t io n  C : A n y  g e a r  ty p e

O p t io n  2: M o d ify  L e g a l G e a r

S u b -o p t io n  A : S ta te w id e

S u b -o p t io n  B: B y  H a lib u t  Q u o ta  A r e a

S u b -o p t io n  C : B y  S u b -A r e a

O p t io n  3: D e f in e  M in im u m  S iz e  o f  H a lib u t

S u b -o p t io n  A : N o  m in im u m  s iz e  s h a ll  b e im p o s e d  fo r  p e r s o n a l  u se .

S u b -o p t io n  B: R e v is e  th e  c o m m e r c ia l  h a lib u t  m in im u m  s iz e
r e g u la t io n s  to  a l lo w  th e  r e te n t io n  o f  h a lib u t  u n d e r  3 2  in c h e s  c a u g h t  

w ith  a u th o r iz e d  c o m m e r c ia l h a l ib u t  g e a r  in  a r e a  -IF fo r  p e r s o n a l u se .

O p t io n  4: A llow ' T r a d e  a n d  B a r te r  o f  P e r so n a l u se  H a lib u t

S u b -o p t io n  A : T r a d e  a n d  B a r te r  a llo w e d

S u b -o p t io n  B: T r a d e  a n d  B a r te r  n o t  a llo w e d



S u b s is te n c e

A s a result o f  increased EFQ and CDQ enforcement efforts in coastal comm urn ties. Nat: ■ .Alaskans requested 
thnr the Council take action to allow for the leeaJ harvest of halibut for subsistence, in December 1996. the 

Council appointed a Halibut Subsistence Committee to provide recommendanons to the Council In February 
1997. the Council received the report o f  the committee and initialed a regulatory amendment that would include 
the follow ing management op u en s for analysis. Revised regulations likely would be implemented in 1998.

OPTION 1. Define subsistence

Halibut subsistence regulations are needed to allow the conunued practice o f  long-term customary and traditional 
practices o f  fishing halibut for food for families in a non-commercial manner for non-economic consumption. 
Subsistence is defined as non-commercial fishing for food.'

OPTION 2. Define eligibility for halibut subsistence.

Suboption A. Members o f .Alaska Native Federally-recognized Tribes with
customary and traditional use o f  halibut. ’' Subsistence Committee 
defim aon)

Suboption B. A laska rural residents as defined in ANILCA and identified in the
table enuded '.Alaska Rural Places and Native Groups with 
Subsistence Halibut Uses,' and will also include other communities 
for which customary and traditional findings are developed in the 
future. (ANILCA defimnon)

Subopncn C. Tribal members and ncn-Native permanent residents o f  Native
villages who have legitimate subsistence needs. (Migratory Bird 
Treaty .Ac: definition.)

OPTION 3 Define legaJ gear.

Legal halibui subsistence gear is defined as (1) hook-and-line gear (including set and hand-held gear) with
a range o f  10 hooks. 3 0  hooks, and 60 hooks and (2) rcd-and-reel gear. An individual would be limited
to one skate o f  gear up to 1.800 ft long i net including the buoy jne"). with hooks set 18-20 ft apart, with
a legttr:;- marked buoy

Subopticn. A llo w  Tnbai governments to contract with NMFS to register
designated fishermen to fish for the community usmg'
A. 1 - 3  skates o f  gear, up to 60 hooks each 
3  any gear type

OPTION 4 Define rrnnimun s::e

Subocticn  .A. N o rrummum size be imposed for subsistence harvests o f  halibut.
5 ubcttt.cn 3  Revise the commercial halibut minimum size regulations to allow the

retention o f  halibut under 32 inches caught with authorized 
commercial halibut gear in .Area 4E for subsistence use

OPTION 5 .Allow the customary and traditional trade o f subsistence halibut.

Subopucn A. Allow the customar. and traditional trade o f  subsistence caught halibut.



Subopuon B .Allow the boner o f  subsistence caught halibut, [united to an annual 
amount 1 1 > $200. 12) S400. or (3 ) $600

A llow  low monetary non-commercial sale o f  hahbut to legalize current practice o f  com pensating  
subsistence fishermen for fuel or other fishing expenses m exchange for fish. The analysis would define 
'barter.' 'non-commercial.' low monetary value.' and customary trade’ and analyze the enforcem ent and 
monitoring costs o f  allowing barter.

OPTION 6. Sale o f  subsistence halibut.

Suboption A. A llow  the commercial sale o f  subsistence-caught halibut.
Subopdon B Prohibit the commercial sale o f  subsistence-caught halibut

OPTION 7 Collect subsistence harvest estimates through cooperative agreements with Tribal. State,
and Federal governments.

Staff contact is Jane DiCosimo

H a l ib u t  C h a r t e r  B o a t  M an agem en t

T he Council reviewed a draft analysis o f  management alternadves for the guided halibut sport fishery (charter 
boats, lodges, and outfitters) prepared by Council staff and the U niversity o f  A laska’s Institute for Social 

and Econom ic Research (ISER). .After reviewing the draft analysis, and hearing testimony from charter boat 
representatives and other industry members, the Council directed sta ff to conduct further analysis and bring the 
document back for review at the April meeting in Anchorage. A final decision has been postponed until the June 
meeting in Kodiak. The primary alternatives being considered by the Council remain. (1 ) su m s quo - no action.
> 2'i implementation o f a sy stem o f recordkeeping and reporting for the charter fleet: (3) a moratorium on further 
ency into me charter fishery: -  a cap on the amount of hah'cut allocated to the guided sport fishery, either state­
wide or by more specific management areas t an explicit percentage ailccanon o f  the quota between guided sport 
and commercial hahbut fisheries, with the option for IFQ purchase by the charter vessels in the event o f  a fishery 
closure); and, (5) any combination o f  the alternatives listed above.

Between now and April, further analy sis  o f  these alternatives will be performed, with attention to the following  
items identified by the Council'

1 Evaluation c f  the changes in non-guided catches o f  hahbut and ± e  potential impacts o f  guided 
and commercial catches on non-guided anglers as identified in the problem statement.

2 Additional mode! runs (allocation projections) based on a long-term average haiibut 
biomass, quota projection - this will be determined m consultation with IPHC staff.

3. A review o f  recreational fisheries managed under a cap and the experience o f  those fisheries
with measures designed :o extend seasons.

4 Inclusion o f  economic multipliers (input/output model) to evaluate the economic impact o f
commercial fishing beyond exvessel price to die er.d-user level.

5. Expansion o f  the discussion (.as much as possible; o f  how  the alternatives relate to Executive
Order 12962 “Recreational Fisheries Considerations."
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March 26,1997

Mr. Richard B. Lauber, Chairman 
North Pacific Fishery Management Council 
605 West 4th Avenue, Suite 306 
Anchorage, AK 99501-2252
D e a r  Mr. Lauber.

The Alaska Stale Senate and House leadership have been recently appraised of the 
proposed North Pacific Fishery Management Council (NPFMC) halibut regulations 
which will be considered at your upcoming April meeting. The leadership of both the 
Alaska State Senate and House ere extremely concerned about the regulatory options 
being presented for possible adoption.
From the perspective of the legislature, these proposed regulations are going to further 
polarize an already divided citizenry regarding special subsistence allocations or 
provisions. As you are undoubtedly aware, the Lt. Governor, the legislature and 
Alaska’s Congressional delegation have been searching for ways to resolve the 
growing crisis situation evolving over the implementation of the federal subsistence 
priority on federal public lands. Alaska is now faced with potential federal preemption 
regulations over much of our state lands and waters, including state navigable waters. 
These regulations have sufficed to escalate the apprehensions of Alaskans and to 
increase tensions amongst Alaskans throughout the state.
It Is clear that many aspects of the proposed halibut regulatory options were patterned 
after provisions in ANILCA, many of which have been Identified as unacceptable and in 
noed of change by both the legislature and the LI. Governor. Alaskans have been 
united in their stand against racially described qualifying criteria for any allocation of 
Alaska's resources. There has also been strong public support for prohibiting any 
commercial sale of subsistence caught resources Both of these controversial issues 
are at the heart of the proposed halibut subsistence regulatory options being presented 
by the Council.
We have a request for additional Information and for permission to address the Council 
on this subject at Its upcoming April meeting. It would be helpful if you or your legal 
counsel could provide us with answers to the following questions:
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1 Under what authority can the NPFMC. which is not Identified In the Halibut Treaty, adopt the proposed regulatory options which are in conflict with our 
State's Constitution?

2. Under what authority can the Council adopt allocation criteria based on race 
which are in conflict with the State's Constitution?

3. Under what authority can the Council adopt allocation criteria based on 
residency?

4. If the Council has the authority to adopt these regulations for a halibut 
subsistence fishery, is it logical to presume that the Council could do the same 
thing for king crab, tanner crab, groundfish and some salmon species which are 
harvested primarily in the EEZ?

5. How and why would the Council consider adopting regulations In total conflict 
with Alaska's Constitution?

6. Is the Council aware that the adoption of these regulations will result in the 
inability of the State to assist In any enforcement of regulations which are In 
violation of the State Constitution?

7. Why didn't the Council consider additional option to include doing nothing?
8 Why didn’t the Council consider an additional option under Option 2 to Include

eligibility for taking halibut under personal consumptive use regulations making it 
applicable to any Alaskan?

9. Why didn’t the Council consider accommodating Ihese type of uses through 
existing seasons, bag limit and msitnods and means adjustments rather than creating an entirely new fishery?

10. How will this new fisheries quota affect existing area allocations?
Tha leadership of the Senate and House would like to testify at the upcoming hearing 
in Anchorage. One of us will present testimony on behalf of the Senate and House 
majorities. It would bo beneficial for us if we oould schedule a specific time for that 
presentation so that wa are not away from the legislature for a protracted period of 
time. Your assistance in scheduling an appropriate time for the Council would be 
appreciated.
Wo ell encourage the Council to progress slowly and deliberately on this issue and not 
take any actions that would result in further social or resource use conflicts. Quito
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frankly, we would strongly urge the Council to delay the creation of any special 
subsistence regulations until Congress and the Slate have crafted a long term and 
permanent solution to the existing crisis. We are convinced that the adoption of any of 
the proposed options is only going to contribute to a further erosion of the state's 
fisheries management jurisdictions.

MM/GP.rjs
cc: The Honorable Senator Ted Stevens

The Honorable Senator Frank Murkowski 
The Honorable Representative Don Young 
The Honorable Governor Tony Knowles

Mike Miller
President of the Senate Speaker of the House



Dt: 3/13/97

MEMO

Fr: Ron Somerville

Re: NPFMC Subsistence Halibut Proposals

To: Senate/House Leadersh ip

The attached material includes a North Pacific Fisheries Management Council set of 
regulatory options for implementing a subsistence halibut fishery in Alaska and the 
Halibut Subsistence Committee's report to the Council.

The reason for bringing this to the attention of the leadership is to advise you of the 
expanding subsistence conflicts, despite the fact that Title VIII of ANILCA does not 
extend to federal waters beyond the state’s territorial sea. In addition, this proposal will 
inevitably set in motion new procedures for creating new subsistence allocations and 
potentially the commercial sale of subsistence caught resources within the EEZ.

If the leadership wishes to express a position on this issue to the NPFMC, it needs to 
do that before the April meeting.

Problems:

1. There is questionable authority for the NPFMC to adopt a racially defined 
regulatory allocation system.

2. ANILCA subsistence provisions do not extend to federal waters in the EEZ.

3. It is questionable that the adoption of a halibut subsistence regime by the 
NPFMC will end the subsistence debate. Conceptually, this system will expand 
to cover all qualified subsistence users and subsistence resources.

4. Some of the data used to justify and identify this fishery are flawed and 
discriminate against the majority of Alaskans.

5. This creates the potential for the establishment of a commercial market of 
subsistence caught resources similar to that created in ANILCA.

S. If the Council can adopt this system for halibut, it only seems logical that similar
systems can be created for tanner crab, king crab, groundfish and possibly some 
salmon.

7. At present, the state assists in the enforcement of halibut regulations through the
state courts as the Board of Fisheries adopts the halibut regulations by



reference. The State Constitution, however, does not allow disci mination based 
on race, as is being proposed by the Council. This will create serious 
enforcement problems throughout the state coastal areas as NMFS enforcement 
abilities are severely limited.

8 . The problems which led to these regulatory problems can more easily and less 
contentiously be handled by modifying existing regulations (i.e. retention of 
undersized commercially caught halibut for personal consumption and regulatory 
changes for specific areas allowing special seasons for specialized methods and 
means of harvesting for personal consumption).

Options:

1. Do nothing.

2. Support all or portions of the proposed subsistence proposal.

3 . Oppose the creation of any subsistence halibut system based on race or 
residency.

4. Request that the NPFMC delay any creation of a new subsistence fishery until 
some resolution is reached on the conflicts between the federal government and 
the state over continued state management and potential changes to ANILCA.

5. Provide testimony for the April meeting of the NPFMC suggesting that the 
Council pursue regulatory changes which provide additional opportunities for 
harvesting and retaining halibut for personal consumpt. -»n.

2
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February Council Meeting in Anchorage - 126th Plenary Session

The Council's February meeting was kicked o f f  by a joint meeting on February 4 with the AJaska Board o f 
Fisheries. The 3card and Council met to discuss groundfish and crab management issues in the waters o ff 
.Alaska. Details o f  this and other issues are provided below.

Council and Board fnk Protocol
T he Council and he .Alaska 3card of Fisheries have been seeking ways to keep each other informed on cross- 

jirisdicucnai issues hat impact iisher.es in State anc Federal waters In December, after a conference tail 
concerning he 3oard's latest actions to initiate a State waters Pacific cod tosher- j  he Guif of Alaska, both 
oocies decided it w as tame to establish ajcir.t cotnnair.ee to oeveicp a protocol for future interactions. Thejcir.t 
oomnuces met m January and hen presented their recommended protocol to both bodies. The Board approved 
it at their late January meeting, and he Council approved he protocol at their meeting last week, after discussions
with the Board on Tuesday, February 4. ..............|M|| ... | ( 11 ......................

IN This NEWSLETTERThe protocol covers all fisheries where here arecrcss- urisdicticr.il concerns The Be arc and ^ uary council meeting  . t-  *. -1. Jt . -  • COUNCIUBOF INK PROTOCOL . . Icouncil will meet annuailv in .Ancncrace tr. .-eoruarv ............ . .  .- , r SFW AP APPOINTMENT.......................................  2t: cover x. issues ot ual imere .̂ x. _e ssc elects officers.........................................  2meantime, a joint committee composed ot three 2
members from each body will meet more often. haubut issues............................................    a
perhaps quarterly if necessary, to work through halibut catch sharing plan  a
issues of mutual concern and keep each other posted se.lbird avoidance............................... a
on management initiatives by he other They will haubut subsistence...............................a
also sirt through management proposals to determine haubut charterscat management....................... 5u • FEE SYSTEMS FOR IFQJCDQ PROGRAMS...................  dwhocn misnt ce 0 1 interest to tr.e other oocrv me~ ‘ LICENSE UMTTATtONICDQ PROGRAM ......................  or3»sr ot the pro::.', . 1  :: prov.ee teg-tenz i!slmA1FmHWM........................................  ,
00107 erative. compatible management systems tr.at documents available ......................................  7
mx itain he susramab siity of he fichenes resources upcoming meetings........................................  7
in 5 rate xtJ Federal waters A copy c: the prctcco! tentative meeting schedule............................... a
is t v ailable at he Council office. four-meeting outlook .................  {Attachment r)

\  r. A S 1.7?. - I - r c r . i . - .  IS . 1 9 9 "

http://www.fakr.noaa.gov/npfmanpfmc.htm


REPORT
BAjLiBIT SUBSISTENCE COMMITTEE 

January 22, 1997
The Halibut Subsistence Committee met in .Anchorage on January 22. 1997 to provide to the Council their 
recommendations for developing halibut subsistence regulations Committee members Robin Samuelsen 
(Chairman;, Harold Martin. Man Kookesh. Robert Sundown, Flore LekanofF. Jack Longan for Theodore 
Borbndge. Jude Heazler, and David Bill were in anendance The meeting agenda jnd documents distribut'd at 
the meeting are aoached to this report The Council. [PHC. NO.AA GC. NMFS. NMFS Enforcement- ADF&G. 
and Alaska Department o f Law provided sta ll support

.'are DiCosimo, Council staff, provided background as to the purpose and goal o f the meeting. She related the 
findings o f agency staff at their Nov ember ! meeting. At the December 1996 Council meeting, the Council 
indicated its intention to develop regulations to provide for halibut subsistence harvests during 1997 tor effect 
in 1998

Bob Wolfe. .ADF&G Subsistence Division staff distributed tables and figures o f noncommercial halibut harvests 
commumcv and Native Gr:up with subsistence halibut uses The committee adopted the table of" rural 

with customary and traditional use : f  halibut and associated .Alaska Native group as developed by 
the AiasKa 3oard ofFisher.es for idenarying eligible participants for halibut subsistence harvests Those Native 
groups not on the approved list could petition fcr subsistence p rv ’.leges

Dr. Don McCaughran. [PHC staff, discussed a possible revision o f the Hahbut Convention to separate 
subsistence from sportfish regulations He reported that discussions to renegotiate the treaty for other reasons 
were curreotlv underway At present, the treaty language does net specifically address subsistence harv ests and 
subsistence users are restricted to spcrtnsh limits o f ewe fish per person per day and rod and reel gear with a limit 
o f two hooks per reel He also explained that the 32 inch m inim um commercial size was imposed by the 1PHC 
to maximize yield in weight and wis not impose.: ft : rerscna. use since yield for that sector is maximized 
r.umcers The committee recommended that the North Pacific Couocil encourage the State Department 7 
to p e tition  the United States and Canada to amend the Halibu t Convention to recognize subsistence rights I 
fo r a b o r ig in a l users. '— *

The committee discussed the level o f halibut remo>als for subsistence i approximately 300,000 lb) compared with 
oycatch removals from commercial fishing (apprcxur.ately 1:  5 million lb)

curve Meyer. N"\(FS Enforcement. reported that he is requirec ry law :: enforce fr.e current halibut commercial 
and sporttish regulations The committee noted fr.at me JPKC acknowledged that halibut subsistence harvests 
did not affect the conser. aticn of the halibut resource The committee recommended that the Nat;onal *”" 
M arine Fisheries Service not enforce regulations prohibiting halibut subsistence harvests while the I 
Council is developing subsistence regulations. ‘

To.e committee descr.bed the r.eec. and intent for halibut subsistence regulations to allow the continued practice 
o f long-term tradinons o f fishing halibut fcr food fcr their families m a non-commercial manner for ner-eccnomic 
consumption. and defined subsistence as non-commercial fishing for food."

The committee recommended mat eligibility for halibut subsistence be defined as “ members o f .Alaska Native 
Federally-recognized Tribes with customary and traditional use o f halibut " The comminee decided to 
accept as eligible those Trees that were idenufied by the .Alaska Board o f  Fisheries as having customary and 
.radinonal (CATi hahbut uses (Attachment 2) The Tnbes are identified with a specific coastal community The 
organized Tnbal entity within a community would be responsible for deciding which individual members were 
eligible from Tnbal enrollment. .An individual's Tnbal membership card and a subsistence permit would qualify
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that person to subsistence tish for hahbut from the commumcv in which he/she is enrolled. Using Tnbal 
enrollment would also allow the community to allow members from other Tnbes to join their community and Csh. 
Those Tnbes not oo the BOF list, but with reasonable access to the fishery and that may have a tradition or need 
to harvest hahbut for subsistence may peuuon for eligibility The process and critena for petitioning would be 
discussed norther by the committee at a subsequent meeting

The committee discussed a proposal to include “ other rural residents in areas o f Alaska with halibut uses." The 
committee discussed the opportunities for non-Tnbal Alaskans to harvest halibut and concluded that the two fish 
per day sportfish limit would meet their needs for supplying their families with halibut for food The determining 
factor in this conclusion was the staled need to recognize existing, traditional pracuce at current levels o f hahbut 
removals. The management plan for a halibut subsistence program should legalize the current halibut removals 
and fishing practices by Tnbal members Exnansion o f  subsistence harvests to non-traditional users may create 
resource concerns within the PHC regarding increased levels o f halibut removals and localized depletion in some 
rural and urban communities.

The committee recommended that hook-and-line gear (including set and hand-held gear) with a maximum 
of 60 books, along with rod-and-reel gear be allowed as legal halibut subsistence gear An individual would 
be limited to one skate o f gear up ro 1.800 ft long (not including the buoy line), with hooks set 18-20 ft apart, 
with a legiblv marked buoy More than one fisherman may fish from the same beat.

Av

]
The committee recommended that no minimum size be imposed for subsistence harvests o f halibut The 
communes recognized that the levels c f halibut subsistence removals, including fish ress than 32 inches, compared 
wuh commercial and sportfish removals, are not a conservation concern to the IPHC The committee further 
recommended that the commercial minimum size regulations be revised to read “except in Area 4E where 
halibut under 32 inches caught with authorized commercial halibut gear may be retained for subsistence 
use " This minimum size exemption would allow for retention o f undersized haiibut with legal CDQ halibut 
harvests in .Area -E oriy. m accordance with local beliefs that releasing any fish is too damaging to the entire 
stock from which :t came.

The committee discussed seasonal and bag limit restrictions for halibut subsistence, but deferred mv 
-ecommendations to the Council :r. legal adv.ee that the aforementioned restrictions are within ±e purview o f 
the IPHC. Interest was expressed for a twelve month season in the Southeast and no bag limit

The committee recommended that halibut subsistence users be allowed existing levels o f  by catch. Thev 
recommended unlimited black cod bvcatch, noting that there was a black cod subsistence fishery under State 
designation and that low lev eis o f by catch occurred in halibut subsistence fishing. They also recommended that 
halibut subsistence users be allowed :c retain rockfish b;-c_:ch. ar.u that the Council and State anahze appropriate 
ov catch levels

The committee considered a suggestion that monitoring o f halibut subsistence removals fo r stock assessment | ^  
purposes could be best achieved through cooperative agreements between federal agencies and the Tribes

The committee discussed trade and barter o f subsistence halibut and endorsed and recommended the sharing 
and exchange (I ’ -♦er) of halibut since this is a vital part o f the traditional subsistence halibut fishery, but 
that the commercial sale o f subsistence-caught halibut not be allowed The committee further indicated or. 
interest m allowing low monetary, non-commercial sale c f  halibut to legalize current practice o f  compensating 
subsistence fishermen for fuel or other fishing expenses in exchange for fish The Council may wish to consider 
allowing trade and barter onJv amcr.g Native Tr.bai members, limiting the monetary exchange, or other 
limitations.

The committee expressed interest in continuing to meet to provide recommendations to the Council on the 
development o f halibut subsistence regulations
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N oncom m erc ia l Ha libut Harvests (Lb?, Rd Wt) by Residents of
A laska Rura l P laces in Areas wftfi Subs is tence Ha libut Uses
Source: Household Surveys, Division of Subsistence. ADF4G

D is tr ic t 2C

Halibut
Coastal
District

Survey
Year

Removed from 
Commercial 

Gear

Other Non­
commercial 

Gear
Rod ana 

Reel Gear
Gear Not 

Ascertained
Total Halibut 

Harvest

Estimated 
Per Caoila 
Harvest

Angoon 2C 1987 2.930 • 13,314 16244 35
Coffman Cove 2C 1987 172 • 6,821 6.993 38
Craig 2C 1987 3.891 • 17,125 21.016 18
Edna Bay 2C 1987 1.760 • 4,060 5.820 84
Effin Cove 2C 1987 956 • 1,513 2.470 41
Gustavus 2C 1987 552 • 12.133 12.685 83
Haines 2C 1987 5,809 • 26.190 31,999 20
Hollis 2C 1987 41 • 940 982 12
Hoonah 2C 1987 11,674 • 23.176 34.850 50
Hydaburg 2C 1987 4,127 • 7.929 12.056 32
Hyder 2C 1987 1,351 * 3.584 4,935 63
Kake 2C 1987 4,386 • 13.523 17.909 28
Kasaan 2C 1987 21 * 511 532 13
Klawodc 2C 1987 1265 ♦ 31.955 33220 42
Klukwan 2C 1987 0 • 193 193 1
Medakatla 2C 1987 4,095 9 12.442 16,537 11
Meyers Chuck 2C 1987 0 9 3,075 3,075 103
PeTican 2C 1987 5,038 • 13.048 18,086 76
Petersburg 2C "587 15,596 9 142,902 158,498 42
Point Baker 2C 1987 862 • 766 1,528 47
Port AJexancer 2C "987 708 * 3,695 4.402 41
Port Protecticn 2C 1987 505 2 2 5 2 2.757 47
Saxman 2C 1987 141 9 3.352 3,492 13
Sitka 2C 1987 16,418 9 240,708 257,126 32
Skagway 2C 1987 0 9 4.941 4.941 8
Tenakee Springs 2C 1987 508 9 5,257 5.365 52

^  "home Bay "337 13.179- 9 11.450 = 24.628 51
\ \  > ale Pass 2C 1S87 106 9 1.325 1.431 23
Wrangell 2C 1987 13.953 9 58,600 72.563 26
TOTAL 2C 2C 110,156 9 666,779 0 776,934 31

(Percent Gear) 14.2V. • 85.8% 0.0% 100.0%
• In 2C. ncusehold surveys did not asK aocut "other non-commercial gear".

D is tr ic t 3A
Akhiok 3A 1992 41 1.845 32 1.918 24
Chenega 3ay 2A 1992 469 1,973 2.154 4,596 68
Cordova 3A 1391 33.391 154 33.906 67,451 29
Kariuk 3A 1990 'j 3.273 1.073 4,346 S3
Kcdiak City 3A 1991 54.164 53.985 274.893 393.042 27
Larsen Bay 3A 1990 4.905 1.882 8.115 14.902 103
Nanwalek 3A 1991 0 1.954 5,856 7,810 48
Old Harbor 3A 1991 2.240 10.575 4.967 17,782 89
Ouzinkie 3A 1990 6,868 3.451 2.951 13270 66
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N oncom m erc ia l Ha libut Harvests (Lbs Rd Wt) by Residents of
A laska Rura l P laces in Areas w ith S ubs is tence Halibut Uses
Source: Household Surveys. Division of Subsistence. ADF&G

Halibut Removed from Other Norv- Estimated
Coastal Survey Commensal Cornrneicul Rod and Gear Not Total Halibut Per Cacxta
Oistnct Year Gear Gear Reel Gear Ascertained Harvest Harvest

Port Graham 3A 1991 2212 6.445 3,101 11.758 73
Port Lions 3A 1993 850 2.353 8.065 11.268 63
Seldovia 3A 1991 5.424 100 17.178 22.702 67
TatitJek 3A 1991 92 852 1.613 2,557 31
Yakutat 3A 1987 3.031 • 29.844 32.875 56
TOTAL 3A 3A 123,687 88,842 393,749 0 606.273 32

(Percent Gear) 20.4% 14.7% 64.9% 0.0% 100.0%
' In Yakutat household surveys did not ask about ’other non-commeroal gear’.

District 3B
Chignik Bay 3B 1991 8.380 2,708 1.737 12.825 134
Chignik Lagoon 3B *989 1237 738 0 1.975 48
Chignik Lake 3B *991 2.173 1,849 0 4.022 16
Cold Say 3B Est 5.920 5.920
False Pass 3B 1988 1.971 403 1,137 3.511 27
Ivanof Bay 38 1989 0 1.091 638 1.729 54
King Cove . 3B 1992 7.685 1.696 454 9,835 18
Nelson Lagoon 3B 1987 0 0
Penyvtlle 3B 1989 420 5.398 1,506 7.324 63
Sand Point 33 1992 11.037 12.265 1.427 24 .729 31
TOTAL 3B 3B r* 32,904 26.148 6,899 5,920 71,871 35

Percent Gear) 45.8% Jo. 4% 3 6% 8.2% 100.0%
District 4A -0
Akutan 4A-D 1990 2,325 8,082 548 11,556 114
Atka 4A-D 1994 427 3.949 551 4.926 58
Nikolski 4A-D 1990 0 11.837 0 11.837 244
St. George 4A-D 1954 1.205 4.929 0 6.132 34
St. Paul 4A-D *994 *3.571 49.682 125 58.479 139
Ur.a.asKa 4A-D *994 "4.105 12,580 117.226 143.311 79
TOTAL 4A -0 4A-0 e* 37.335 91,059 118,449 0 246,841 90

(Percent Gear) «5 i»; 36.9% 43.0% 0.0% 100.0%
District 4E
Chefomak 4E Est 12.800 12.SCO 40
Gambell 4E
Mekoryak 4E Est 7.080 7.080 40
Newtek 4E Est 8.280 8.280 40
Nichomute 4E Est 6.120 6,120 40
Savoonga 4c **
Tokscok Bay 4E Est 16.300 16.30C 40
Tununak 4E *!?S6 40.754 40.754 124
Wales 4E »•
Aleknagik 4E ••
Clark's Point 4E re r*
Dillingham 4E 1984 0 0
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N oncom m erc ia l H a lib u t Harvests (Lbs Rd Wt) by Resident* of
A laska Rura l P laces in  Areas w ith  S ubs is tence  Halibut Uses
Source: Household Surveys, Division of Subsistence. ADF4G

Egegik

Halibut
Coastal
District

4E

Survey 
Y ear 

1984

Removed from Other Noo- 
Commetcal Commercial 

Gear Gear 
0 0

Rod and 
Reel Gear 

286

Gear Not 
Ascertained

Total Halibut 
Harvest 

286
King Salmon 4E re re
Kjpnuk 4E re re
Kongiganak 4E re re
Levelock 4E 1989 520 528
Manokotak 4E re re
Maknek 4E re re
Nome 4E re
Pilot Point 4E 1987 229 0 70 299
Port Heiden 4E 1987 0 197 0 197
South Naknek 4E 1992 116 28 0 144
AJakanuk 4E re re
Bethel 4E re re
Brevig Mission 4E re re
Chevak 4E re re
Eek 4E re re
Elim 4E ee
Emmonak 4E re re
Golovin 4E re re
Goodnews Bay 4E re re
Hooper Bay 4E ee
Kotfik 4E re ee
Kcyuk 4E re re
Kwigillingok 4E ee re
Napakiak 4E re re
Napaskiak 4E ee ee
Oscarville 4E e ee
Plaunum •IE
C'-in-aga< j zz r • ee
ica rrrc r . Bay 4E re ee
Shaktoolik ■ • re
Sheldon Point 4E • e re
St. Michael 4E re re
Stebbins 4E ee ee
Teller 4E re re
Togiak 4E •** ee
Turtutuliak 4E •• ee
Twin Hills 4E re ee
Ugashik 4E 1987 0
'Jnalakleet 4E ee ee
White Mountain 4E ee • e
TOTAL 4E 4E re 0 0 286 91.834 92,120

(Percent Oear) 2 7% 0 0% 0 3% 59 T% 100.0%

Note: Round Weight (Net Eviscerated. Head On) = Lsa&e Wt (Eviscerated. Head Off)/ 7519

Pgr Capita Harvest
3

5
2
1

54
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N on com m e rc ia l Ha libut Harvests (Lbs Rd Wt) by Res idents of
A laska Rura l P laces in  Areas w ith  Subsistence Ha libut Uses
Source: Household Surveys, Division of Subsistence, ADF&G

DISTRICT SUMMARY
District 2C

Halibut
Coastat
District

2C

Survey
Year
ee

Removed from 
Commensal 

Gear

110,156

Other Moo- 
Commeraal 

Gear
•

Rod and 
Reel Gear

666,779

Gear Mot
Ascertained

0

Total Halibut 
Harvest

776.934

Estimated 
Per Gaoita 

Harvest

31
District 3A 3A 123.687 88,842 393,749 0 606,278 32
District 38 3B •e 32,904 26.148 6,899 5,920 71.871 35
Districts 4A-0 4A-0 re 37,335 91,059 118,449 0 246,841 90
Distnct4E 4E ee 0 0 286 91,834 92.120 54
T O T A L  D IS T R IC T S re 304,081 206,049 1.186,162 97,754 1,794,045 36

('Percent Gear) 16.9% 11.5% 66.1% 5.4% 100.0%
' In 2C, household surveys did not ask about 'ctber non-commerdal gear".

Hal961/17/97 4



A laska Rural P laces and Native Groups
in Areas w ith Subs is tence Ha libut Uses
Source: Alaska Department of Fish and Game

Place
A laska  Rural P laces*

Organized Entity

Use Pattern
Halibut 1 = regular 
Coastal 2 = periodic 
Distnct 3 = undocumented

Angoon Municipality 2C
Coffman Cove Mumaoality 2C
Craig Muniapality 2C
Edna Say Census Designated Place 2C
Elfin Cove Census Designated Place 2C
Gustavus Census Designated Place 2C
Haines Municipality 2C
Hollis Census Designated Place 2C
Hoortah Municipality 2C
Hydaburg Municipality 2C
Hyder Census Designated P'ace 20
Kake Muniapality 2C
Kasaan MunicpaJity 2C
Klawock Muniapality 2C
Klukwan Census Designated Place 2C
MetiakatJa Census Designated Place 2C
Meyers Chuck Census Desgnated p,ace 2C
Pelican Munidoafity 2C
Petereourg Municipality 2C
Point 3aker Census Desgnated P'ace 2C
Port Alexander Mumacaiity 2C
Port Protection Census Designated P'ace 20
Sax man Muniapality 2C
Sitka Muniapality 2C
Skagway Muniopality 2C
Tertakee Spnngs Munccaiity 2C
Thome 3ay Mumacaiity 2C
Whale Pass Census Designated P'ace 2C
Wrangell .Muniapaftty 2C
Akhiok MunicpaJity 3A
Chenega Bay Census Designated °'ace 3A
Cordova Municpauty 3A
Karluk Census Designated Place 3A
Kodiak City Municpalrty 3A
i_arsen Bay Municcality 3A
Narrwalek Census Designated 3'ace 3A
Old haroor Muricca.ity 3A
Ouzinkie Municipality 3A
Port Graham Census Designated Place 3A
Port Lions Muniapality 3A
Seldovia Muniapality 3A
Tatitlek Census Designated Place 3A
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A laska  Rura l P laces and Native G roups
in  A reas w ith S ubs is te n ce  H a lib u t Uses
Source: Alaska Department o f Fish and Game Use Pattern

Halibut 1 = regular
Coastal 2 = penodic

Place
Yakutat

Organized Entity 
Municipality

District
3A

3 = undocumented 
1

Chignik Bay Muraopality 38 1
Chignik Lagoon Census Designated Place 3B 1
Chignik Lake Census Designated Place 3B 1
Cold Bay Municipality 3B 1
False Pass Municipality 38 1
Ivanof Bay Census Designated Place 3B 1
King Cove Muniapality 3B 1
Nelson Lagoon Census Designated Place 3B 1
Perryville Census Designated Place 3B 1
Sand Point MunicpaJity 3B 1
Akutan Mumcoality 4A-D 1
Atka Muniapality 4A-D 1
Nikolski Census Designated Place 4A-0 1
SL George Municipality 4A-0 1
SL Paul Municipality 4A-0 1
Unaiaska Municipafly 4A-D 1
Chefomak Muniapality 4E 1
Gambell Muniapality 4E 1
Mekoryak MunicipaJity 4E 1
Newtok Census Designated P'ace 4E 1
Nightmute Mumcoality 4E 1
Savoortga Muniaoatity 4E 1
Toksook Bay MunicpaJity 4E 1
Tununak Census Designated Place 4E 1
Wales Muniapality 4E 1
AJeknag;k Muniapality 4E 2
Clark's Point Muniapality 4E 2
Dillingham MunicipaJity 4E 2
Egegik Municeality 4E 2
King Salmon Census Designated P'ace 4E 2
Kipnuk Census Designated =>,ace 4E 2
Kongiganak Census Designated Place 4E 2
Levelock Census Designated P'ace 4E 2
Manokotak Muniacality 4E 2
Naknek Census Des.grate-c "'ace 4E 2
Nome Muniapality 4E 2
Pilot Point Municipality 4E 2
Port Heiden Municipal*/ 4E 2
South Naknek Census Designate Place 4E 2
AJakanuk Municipality 4E 3
Bethel Muniapality 4E 3
Brevig Mission Muniapality 4E 3
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Alaska RuraJ Places and Native Groups 
in Areas with Subsistence Halibut Uses
Source: Alaska Department of Fish and Game Use Pattern

Halibut 1 = regular
Coastal 2 = periodic

Place Organized Entity District 3 = undocumented
Chevak_________________________Municipality________________________________ 4E_____________3__________
Eek_____________________________Muniapality________________________________ 4E_____________3__________
Efim____________________________ Muniapality________________________________ 4E_____________3__________
Emmonak Municipality 4E 3
Golovin________________________ Municipality________________________________ 4E____________ 3__________
Good news Bay__________________Muniapality_______________________________ 4E____________ 3__________
Hooper Bay____________________ Municipality________________________________ 4E____________ 3__________
Kotiik___________________________Municipality________________________________ 4E____________ 3__________
Koyuk__________________________ Municipality________________________________ 4E____________ 3__________
Kwigiliingok______________ Census Designated Place__________________________4E_____________3__________
Maoakiak Muncpality 4E 3
Nasaskiak______________________ Municipality________________________________ 4E____________ 3__________
Oscarville________________ Census Designated Place__________________________4E_____________3__________
Platinum Muniapality 4E 3
Quinhagak_____________________ Murodpality________________________________ 4E____________ 3__________
Scammon Bay__________________Municipality________________________________ 4E____________ 3__________
Shaktoolik Muniapality 4E 3
Sheldon Point__________________ Municipality_________________________________4E____________ 3__________
SL Michael Muniapality 4E 3
Stebbins Municipality 4E 3
Teller Municipality 4E 3
Togiak_________________________ Mumcpality_________________________________4E____________ 3___________
Turrtutulia*_______________Census Designated P'ace_________________________ 4E____________ 3__________
Twin Hills________________ Census Designated Place_________________________ 4E____________ 3__________
Ugashik_________________ Census Designated Place_________________________ 4E____________ 3__________
Unalakleet Mumaoality 4E 3
White Mountain____________  Mur. ccaliry 4E 3
Alaska Native Groups'*
Angoon Angoon Community Association Tiingit 2C
Craig Craig Community Association Tlingit 2C
Haines Chilkoot Indian Association "ningrt 2C
Hoonah Hoonah Indian Association Tlingrt 2C
Hydaburg Hydaburg Cooperative Assocation Haida 2C
Juneau Aukcuan Traditional Council*” Tling: 2C

Juneau
Centra! Council Timgit & Haida 
Indian Tribes Timgit-Haida 2C

Juneau Douglas Ind an Association Tlingit 2C
Kake Crganaed Village of Kake Tlingit 2C
Kasaan Organized Village of Kasaan Haida 2C
Ketcnikan Ketchikan incian Corporation Tlingit 2C
Klawock Klawock Cooperative Association Tlingrt 2C
Klukwan Chilkat Indian Village Tlingit 2C
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Alaska Rural Placas and Native Groups
in Areas with Subsistence Halibut Uses
Source: Alaska Department of Fish and Game Use Pattern

Halibut 1 = regular
Coastal 2 = periodic

Place Ortjanized Entitv 
Metlakatla Indian Community,

District 3 = undocumented

Metlakatla Annette Island Reserve Tsimshian 2C 1
Petersburg Petersburg Indian Association Tlingit 2 C 1
Sawnan Organized Village of Saxman Tlingrt 2C 1
Sitka Sitka Tribe of Alaska Tlingit 2 C 1
Skagway Skagway Village TBngi! 2C 1
Wrangeli Wrangell Cooperative Association Tlingrt 2C 1
Akhiok Native Village of Akhiok Alutfiq 3A 1
Chenega Bay Native Village of Chanega AJutiiq 3A 1
Cordova Native Village of Eyak Eyak-AJutnq 3A 1
Kartuk Native Village of Karluk AJcrtiiq 3A 1
Kenai Kenaitze Indian Tribe Dena'na 3A 1
Kenai Village of SalamatofT Denalna 3A 1
Kodiak City lesnoi Village (Woody Island) AJutiiq 3A 1
Kodiak City Native Village of Afognak Alutiq 3A 1
Kodiak City Shoonaq' Tribe of Kodiak*** AJutfq 3A 1
Larsen Bay Native Village of Larsen Bay AJutnq 3A 1
Nanwalek Native Village of Nanwalek AJutiiq 3A 1
Ninilcnik Niniichik Village Dena'na 3A 1
Cld Haraor Village of Old Harbor AJutiiq 3A 1
Ouzinkie Native Village of Ouzinkie AJutila 3A 1
Port Graham Native Village of Port Graham AJutiiq 3A 1
Port Lions Native Village of Port Lions AJutiiq 3A 1
Seldovia Seldovia Village Tribe Dena'na-AJutiiq 3A 1
Tatitlek Native Village of Tatitlek AJutaq 3A 1
Yakutat Yakutat Tlingit Tribe Tiingit 3A 1
Chignik Bay Native Village of Chignik Auaic 3B 1
Z r:g r . < _acoc". Native 7il:age of Chignik _accon Ajudic 3B 1
Chignik Lake Crigmk _a*e Village Aiutiiq 3B 1
False Pass Native Village of False Pass AJeut 3B 1
Ivanof Bay Ivanof? Bay Village AJutiiq 3B 1
King Cove Agdaagux Tribe of King Ccva AJeut 3B 1
King Cove Native Village of Belkofski Aleut 3B 1
Nelson Lagoon Native Village cf Nelson Lagcor. AJeut-AJutaq 3B 1
Ferryville Native Village of Perryville AJutiiq 3B 1
Sand Point 3 auioff Haracr Village AJeut 3B 1
Sand Point Na Village of Unga AJeut 38 1

j  i Toyagungir. Tr.be c : Sand
Sand Point Point Village Aeut 3B 1
Akutan Native Village of Akutan AJeut 4A-D 1
Atka Native Village of Atka AJeut 4A*D 1
Nikolski Native Village of Nikolski Aleut 4A-D 1
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A laska Rura l P laces and Native Groups
in  Areas w ith S ubs is ten ce  Halibut Uses
Source: Alaska Department of Fish and Game Use Pattern

Place 

S t  George

Organized Entitv 
Pribicf Islands AJeut Communrbes o f SL 
Paul Island & SL George islands Aleut

Halibut
Coastal
District

4A-D

1 = regular
2 = periodic

3 = undocumented

1

SL Paul
PribSof Islands AJeut Communities of SL 
Paul Island & SL George islands AJeut 4A-D 1

Unaiaska Qawalingin Tribe of Unaiaska AJeut 4A-0 1
Chefomak Village of Chefomak Yup’ik 4E
Gambell Native Village of Gambell Siberian Yupik 4E 1
Mekoryak Native Village of Mekoryak Cupik 4E 1
Newtek Newtek Village Yup'ik 4E 1
Nightmute Native Village of Nightmute Yup% 4E 1
Nightmute Umkumiute Native Village Yuptk 4E 1
Savoonga Native Village of Savoonga Siberian Yup'ik 4E 1
Tokscok Say Native Village of Tcksook 8av Yup'ik 4E 1
Tununak Native Village of Tununak Yup'ik 4E 1
Wales Native Village cf Wales Inupiat 4E 1
Aleknagik Native Village of Aleknagik Yup'ik 4E 2
Dark's Point ViDage of Clark's Point Yup'ik 4E 2
Dillingham Native Village of Dillingham Yup'Bc 4E 2
Dillingham Native Village of Ekuk Yup'ik 4E 2
Egegik Egegik Village AJutiiQ-Yuptk 4E 2
Egegik Village of Karatak AJutnq-Yuptk 4E 2
Wpnuk Native Village of Kipnuk v.jplk 4E 2
Levelock Levelock Village v,.o'k 4E 2
Manokotak Manckotak Village Yup'ik 4E 2
Naknek Naknek Native Village AJubiq-YupTk 4E 2
Nome King Island Native Community Inupiat 4E 2
Nome Nome Eskimo Community inupiat 4E 2
Pilot Point Nanve Village of Pilot Point AJutiiq-Yup’ik 4E 2
Port Heiden Native Village of Port Heicen AjUCic 4E 2
South Naims* Sotnh NaKne* Ullage AJU3iC-v,JP'ik 4E 2
AJakanuk Village of AJaicanuk Yup’ik 4E 3
Bethel Orutsararmuit Native Village Yup'ik 4E 3
Brevkj Mission Native Village of Brev'g Miss.cn nupiat 4E 3
Chevak Chevax Native Village Cuolk 4E 3
Council Native Village cf Council Inupiat 4E 3
Ee.< Nacve Village of Eek Yup'ik 4E 3
Elim Native Village cf Elim Yuplk 4E 3
Err.rr.crak Chu;conawick Native Village Yup'ik 45 3
Emmonak Emmonak Village Yup'ik 4E 3
Golovir Chink Eskimo CommunrTv Inuptat-Yuplk 4E 3
Goodnews Bay Native Village cf Goodnews Bay Yup'ik 4E 3
Hooper Bay Native Village of Hocoer Bay Cuplk 4E 3
Hooper Bay Native Village cf Painiut Cup'* 4E 3
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Alaska Rural Places and Native Groups
in Areas with Subsistence Halibut Uses
Source: AJaska Department of Fish and Game Use Patftm

Halibut 1 3 regular
Coastal 2 = periodic

Place Ortjanized Entity District 3 = undocumented
Kongiganak Native Village of Kongiganak Yup'ik 4E 3
Kotiik Native Village of Hamilton Yup'ik 4E 3
KotJIk Village of Bfil Moore's Slough Yuptic 4E 3
Kotiik Village of Kotiik Yup'ik 4E 3
Koyuk Native Village of Koyuk Inupiat 4E 3
KwigiDingok Native Village of Kwigillingok Yup'ik 4E 3
Napakiak Native Village of Napakiak Yup'ik 4E 3
Napaskiak Native Village of Napaskiak Yup’ik 4E 3
Oscarvile Oscarvilfe Traditional Village Yuplk 4E 3
Platinum Platinum Traditional Village Yuplk 4E 3
Quinhagak Native Village of Kwinhagak Yuplk 4E 3
Scammon Bay Native Village of Scammon Bay Yup'ik 4E 3
Shaktoolik Native Village of Shaktoolik inupat-Yupfk 4E 3
Sheldon Point Native Village of Sheldon's Point Yup'ik 4E 3
Solomon Village of Solomon inupiat 4E 3
S t  Michael Native Village of Saint Michael Yup'ik 4E 3
Stebbins Stebbins Community Association Yup’ik 4E 3
Teller Native Village of Mary's igloo Inupiat 4E 3
Teller Native VBage of Teller Inupat 4E 3
Togiak Traditional Village of Togiak Yup'ik 4E 3
Tuntutuliak Native Village of Tuntutuliak Yup’ik 4E 3
Twin Hills Twin Hills Village Yuplk 4E 3
Ugashik Ugashik Village AJutiiq-Yup'ik 4E 3
Unalakieet Native Village of Unalakieet Inupiat-Yup'ik 4E 3
White Mountain Native vaiage of White Mountain Inupiat 4E 3
• Places where subsistence (wild food harvest and use) is a principal characteristic of the

community's economy and way of life.
"  Indian entities -ecogmzed and eligible to -eceive services from the United States Bureau of 

lno:an Affairs, cf„ Federal Register, Fecruary 15. 1S55, v. 5C, no. 22 . p. 9249-9255. 
Applying for recognized status.

Hal961/13/97
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S O U T H E A S T  N A T I V E  S U B S I S T E N C E  C O M M I S S I O N  

320  west w & arf& j r i m ,  s tf f*  300 .
j*sea, Ala& i 99801

CO N C E P T S

* Subsisteaca hahtcL ’‘Subsistence use of halibut” refers to the noncommercial harvest tad use of halibut 
for food by Alaska Natives tad other rani recdeca in areas of Alaska with halibut uses.

> Eligibility. Alaska Nsaves and other rural resident hi areas with halibut uses.

* Rural rtsideaia sre persons whose principal domicile is in a rural Alaska area.

* Rural tress for the purpose of subsistence halibut refutations are tress where subsistence (wild flood 
production and use) is s principal characteristic of the css 's  sxtocmy and way of life.

* Gear. Hock and line gear (including set and hand-held gen , with a manrrman of 50 hooks.

* Specul provisions. The commercial sale of subsistence-cau -hi haHbm is not allowed. The noncommercial 
sharing and exchange of subsistence-caught halibut is allowv d.

* Permits. Subsistcncepemn&mayberequhedinpartiailirsrcasifaecmaxyfcridaaifyingsubsistesce 
fishers ar special area provisions.

a Local ares management plans. Local area management plans may be developed ot an area basis to deal 
w.± special management issues inch local stock depletion.



K i p n u k  T r a d i t i o n a l  C o u n c i l

SO* 57 • (OfNUK. ALASKA 9441*
(9C7) 8 9 6 4 5 1 5 • FAX (9071 894494 0

H A L I B U T  R E G U L A T IO N  P R O P O S A L

In absence of subsistence regulations on the halibut fishery in and around the Cape 
Avinoff region and after having obeerved a National Marina Fishehea Enforcement 
Officer in Tekscok Say this past season, the Kicnuk Traditional Council, an behalf of the 
local commercai and subsistence fishermen, want to submit die following proposal to be 
seriously considered to become pan of the Commercial Halibut Regulations for the Case 
Avinoff Region subsistence halibut fishermen in particular:

4. No 'limit or number cf hooks to be used. (Sportflahtog regulations should ret be 
used to develop subsistence regulations,;

2. No bag limit fcr subsistence caught nalibut. (Seertfiahirg regulations should not 
be used to develop aubeifterce regulations.) Tracftonai and culture methods are 
u«ed by families in our villages to determine how much they need fcr subsistence 
purposes, and should net be regulated because of these present conditions.

3. Subsistence catch cf halibut should not ce considered a pan of the Commercial 
fishery establishes cucta.

REASONS:

Traditionally, our people use three rook lines and many still maxe traditional 
hooks although s e r e use regular 1 hook rod and reel.

2. Weather is no: always reliable and every trip courts, escecia.iy to catch as many 
halibuts they can eaten. T^e halibut ;hssn dr:ad arc frozen) is one of the main 
■cod grcucs gaiherec 'ey ccai readerts beaicea r erring.

3. With commercially caugrt ^errr.g arc halibut semg toe main accncmic resource 
for our community, we oo net want sucsistarcs caught halibut to ce counted as 
part of the quota for commercai halibut fishing.

CONCLUSION:

Our '©solution ana its supplement tra: we suemitted to IFHS. NPHS through 
Ccastai Villages Fishing Cooperative is salt explanatory and can be used tor reference 
on this oropoeai. Therefore, on benaif cf toe iccai fishermen, both commercial arc 
subsistence, we recommend that our prcposai be saricueiy conaiderec to become part cf 
the Commercial Haiibut Regulation under a term, ‘subsistence cause.*

NOTE: The Kipnuk Traditional Ccunai is submitting this proposal ip. conjunction
and agreemart with the Tokscok Bay 7-aditionai Ccuna'I. Cur proposal is Identical to 
toe orcposal submitted by the Toksook Bay Traditional Council, because our way cf life 
is the some. We are closely related as families cf the coast, with the same language 
■with traditions and cultures that -ava a concern fcr the natural resources we depend cn 
to- toed -•/.-/cu to' ccnside.'>C O'cccsai



NATIVE VILLAGE OF Tl'NTNAK
Tununak IR a  Council 

P O Box "7 
Tununak. A laska 99o3 l 

(9 0 71652 -6 5 :7  ■ r.x. 652-6«"iI i

Halibut Regulation Proposal

In absence of subsistence regulations on halibut fishery ir. and around Nelson Island
reg ion and after ha’ "ng encountered a National Vlarine Fisheries Enforcement
O ffic e r in just past summer season, the Native V illage o f Tununak. on behalf o f  the 
lo c a l commercial and subsistence fishermen, want fo llow ing suggestive ideas to be
seriously  considered to become part o f the Commercial Hahbut Regulation fo r Nelson 
Is lan d  Region subsistence ha libut fishermen :n particu lar

i No lim it on number o f hooki to be used. t.Sportfisamg regulations should
not be used to deve lop  subsistence regulations!

2. No bag lim it fo r  subsistence caught halibut. > Scorttishing regulations
should no: be used to develop >ubsistence regulations;

3 Not count subsistence catch as parr o f quota.

R E A S O N S :

1. T rad itionally , our people use three hook lines and many still make 
traditional hooks although some use regular i hook rod and reels, many p r e f e  
3 hook lines fo r jigg ing .

2. Weather is not always reiiacie ana every trip cctir.i: especially to catch as
man;, halibut the;, car. caicn. The halibut • b rtr. dr*ed and frr.zer.. '• is the main 
food gathered by loc a l residents besides herring fish.

3 With commercial herring and haiibut being the main economic source fo r
cur community, we do not want subsistence caught haiibut to be counted as 
oar: o l the auota fo r  commercial haiibut fishing.

CONCLUSION:

Our resolution and irs supplement that va submit to IPHS. NPHS through 
Coastal V illages Fishing Ccc?erat:% i is .e ' f .explanatory and ca~ be used fc r reference 
on this proposal. The re fo re , on behalf o f the local fishermen, both commercial and 
subsistence, we recommend that our proposal be seriously considered to become part 
o f  the Commercial H alibut Regulation under "subsistence clausa.”



NATIVE VILLAGE CF .VEXOSYTX
i l 'J u lA N  n E C R G A N lZ A T iG N  A C T  C O U N C IL  

P C .  B o x  5 6  
W e x c ry u k .  A la s k a  99630  

(9 0 7 ) 8 2 7 - 6 8 2 8  
F a x  (9 0 7 ) 8 2 7 - 8 13 3

MEKORYUK NATIVE COMMUNITY

H A L IB U T  R E G U L A T IO N  P R O P O S A L

In  a b s e n c e  o f  s u b s is te n c e  re g u la t io n s  a n d  h a l ib u t  f is h e r y  in  a n d  a ro u n d  N u n iv a k  Is la n d  re g io n . 
C n  h e h a l f  o f  th e  lo c a l c o m m e rc ia l a n d  s u b is te n c e  f is h e rm e n ,  w a n t th e  fo fo w rn g  s u g g e s t iv e  id e a s  
to  b e  s e r io u s ly  c o n s id e re d  to  b e c o m e  p a r t  o f  t h e  C o m m e r c ia l H a/ ibu t R e g u la t io n s  f o r  N e ls o n  
is la n d  R e g io n  s u t s s t e n c s  n s . ib u t f is h e rm e n  in  p a r t ic u la r s :

1 N c  l im i t  o n  n u m b e r  o f  h o o k s  to  b e  u s e d .  (S p o r ts  f is h in g  r e u la t io n s  s h o u ld  n o t b e
u sed  to  d e v e lo p  s u b s is te n c e  re g u la t io n s ) .

2. N o t c o u n t s u b s is te n c e  c a tc h  a s  p a r t  o f  th e  q u o ta .

REASONS:
1 .  T ra d it io n a l ly ,  o u r  p e o p le  u s e  tw o  h o o k  lin e  a n d  m a n y  s t i l l m a k e  t r a d i t io n a l h o o k s  

a lth o u g h  s o m e  u se  r e g u la r  h o o k  ro d  a n d  rea l, m a n y  p re fe r  th re e - h o o k  l in e s  
( j ig g in g ) .

2. W e a th e r  is  n e t a lw a y s  r e l ia b le  a n d  e v e r y  t r ie  c o u n ts  e s p e c ia l ly  to  c a tc h  a s  m a n y  
h a r ts  th e y  c a n  c a tc h .  T h e  h a l ib u t  (b o th  d n e c  a n d  f io z e n )  is  t h e  m a in  fc o d  
g * u ie re d  b y  lo c a l re s id e n ts .

3. W ith  c o m m e r c ia l h a l ib u t b e in g  th e  m a in  e c o n o m ic  s o u rc e  f o r  o u r  c o m m u n ity ,  w e  
d o  r e t  w a n t s u b s is te n c e  c a u g h t h a l ib u t  to  be  c o u n te d  a s  p a r t o f  th e  q u o ta  fo r  
c o m m e rc ia l ‘ •s ir fcu t f is h in g .

CONCLUSION:

T h e re fo re ,  o n  b e h a lf o f  th e  lo c a l f is h e rm e n ,  b o th  c o m m e r c ia l a n d  s u b s is te n c e ,  w e  re c o m m e n d  
‘. r a t  c u r  p ro p o s a l b e  s e r io u s ly  c o n s id e re d  tc  b e c o m e  p a r t o f  th e  C o m m e r c ia l H a l ib u t  R e g u la t io n  
_ n d e r  ’ s u b s is te n c e  d a u s e . "

Past PxEstpcvTS
Moses Nayiruk * Peter Smith. Sr. • Tom Dotomain • Jesse Moses • Waiter Amos • George K. Whitman. Sr 

Edward J 'havnes J : • Ceorge King. Sr. • Hen.-'J Snav;r;j • Jeseph D*v:d. Sr. • Jerry Dav.d Sr



N i g h t m u t e  T r a d i t i o n a l  C o u n c i l
P.OL. S ox  90021 

H ig h faa rw t, kX  99690
(90.7)647-^213 ’ r * x (967) 647-4112

: » »

■ tt.rng? s r c a c u m a i  p r o »c « a li

IIn  a b a a n c a  o f  s u b a i s c a u c a  r s g u l s t i c n a  c r . h a l  > . r »  f r a h a r y  m  and around  
H a l s c a  I  a la n d  r e g i o n  and a f t a r  h a r i n g  s a c c u s t a r a d  a  d a u i o a a i  x a rm a  
r i a b s r i a a  Z a fa rc am en t . Z t t t c m r  i_n j u s t  p a r e  a u c o a r  n i a r m .  Id a  3 i< ? h a u e *  
S r a d i t i o f l a l  Co unc i l ,  =n b a b a d f  a£  t b s  Loc a l  c u s a n r c i a l  and r u h s i i t a c c a  
f i s b n n a a a ,  w an t f o l l o w in g  s u g g w r c i r s  '. d a  a s  t o  b a  s a r i o u s i y  c a c a ld a r a d  t o  
ba c c w  p a r t  o f  t b s  Com m erci a l  l a l d b u u  R e g u la t i o n s  f o r  S a l s c t  I s la n d  
R a g ic n  a u h s i e t a c e *  h a l i h a t  * ; ah a  T a n  i n  p a r t i c u l a r ;

1 .  S o  L i x i t  o c  r u n b e r  o f  h o cacs t o  b a  u s a d . ( S p o r t  f i s h in g  
r a g u l a t d c c a  a b o u id  r c e . ba- ".a a d  t o  d a r a l o p  s u b s i a t a a c a  r a g u l a t i c a . j

2 .  S o  L a g  I L n i c  f o r  s u r a i r t a n c *  t a u g h t  i i l i r u n .  ; s s e r t  -•  
r x j u l i — c m  s n c u l r  t e e  o a  ‘is s r . t o  d a r a i o p  t u d a r a t a o c a  r e g u la t i o n s ;

3 .  S e t  c o u r t  s u b s i s t e n c e  c a t c h  * a  p a r t  o f  tb e  g u o t a .

x s a s o s t

1 . T r a d i t i o n a l l y .  o u r  p e o p l e  u «  t h r e e  h o cx  I m a  acd. - - » -y s t i l l  
z a x o  t r a d i t i o n a l  r o o d s  a l t m u g b  s o o n  u a e d  r e g u l a r  b o cb  r o d  and 
r s a i /  a u n y  p r e f e r  th r e ^ -f c o e h , L i n e s .  f j i g g ln g )

2 .  W a a th a r  i s  n e t  a lw a y s  r e l i a b l e  an d  e v e r y  t r i p  c o u n t s  t t p a c i a l l y  
t o  c a t c h  a s  n any  L a i i b c t a :  t h e y  c a n  c a t c h .  T ia  h a l i b u t  (b o th  c it e d *  
and f r u s a n )  La  t h e  t r u e f o o d  g a th e r e d  by l o c a l  r e s i d e n t s  b e s id e s

3 .  * i t d  c r r a m a l  b a r r i n g sn d  3 a l i b c t  b e in g  t b s  s a i l  t c c u m s  
j o c r t a  f o r  ru n  r a e c m t y ,  e *  do  a c t  want s u b s ia t s n e e  ta n g h t  
h a l i b u t  t o  b a  c o u n t e d  a s  p a r t  o f  t b a  g u c t a  f o r  c t a a a a r r i a l  t a l :  b u t  
f i s t i n g .

C O S f d l l S O S t
« •

b u r  r e s o l u t i o n  and i t s  s u p p l e r e c t  c h a t  v e  i d o L t  t o  7 7 3 3 ,  S723  
t h r o u g h  C o a s t a l  T i l l a g e  T ' .s l i n g  C c c p e r a t i r e  r s  s a l *  e x p la n a t o r y  
t a d  c a n  b a  u s e d  f o r  r » f  a r s r e s  cn  t h i s  p r o p o s a l .

T h e r e f o r e ,  «n b a b a l f  o f  t b a  l o c a l  f i a h a r a a n .  b o t h  c o n a a r r i a l  aad  
s u b s i s t e n c e ,  v a  m c a i a r -d  t h a t  o u r  p r o p o s a l  b «  s e r i o u s l y  
e t r s V a n d  t o  b e c c r to  p a r t  o f  t b s  C c a o n a r r ia l  s a l i b u t  R e g u la t i o n  
u n d e r  - s u b s i s t e n c e  c l a u s a . *



T oksook  B a y  T raditional C o u n c il
TOKSOOK BAT N A T I V E  COMMCNTTT

H A L IB U T  H 5 G U L A T I0 M  PH O PO SA L

I n  a b s e n c e  o f  s u b s i s t e n c e  r e g u l a t i o n s  o n  h a l i b u t  f i s h e r y  i n  
a n d  a r o u n d  M e l s c n  I s l a n d  r e g i o n  a n d  a f t e r  h a v i n g  e n c o u n t e r e d  
a  N a t i o n a l  M a r i n e  F i s h e r i e s  E n f o r c e m e n t  O f f i c e r  i n  j u s t  c a s t  
s u m m e r  s e a s o n ,  t h e  T o k s c o k  B a y  T r a d i t i o n a l  C o u n c i l "  o r . ’ b e ­
h a l f  c f  t h e  l o c a l  c o m m e r c i a l  a n d  s u b s i s t e n c e  f i s h e r m e n ,  v a r . t  
f o l l o w i n g  s u g g e s t i v e  i d e a s  t o  b e  s e r i o u s l y  c o n s i d e r e d  t o  b e ­
c o m e  p a r t  o f  t h e  C o m m e r c i a l  H a l i b u t  R e g u l a t i o n s  f o r  N e l s o n  
1 3 1 3 r . d R e g i o n  s u b s i s t e n c e  h a l i b u t  f i s h e r m e n  i n  p a r t i c u l a r :

1 . Me l i m i t  o n  n u m b e r  o f  h o o k s  t o  b e  u s e d .  { S p c r t f i s h i r g  
r e g u l a t i o n s  s h o u l d  n o t  b e  u s e d  t o  d e v e l o p  s u b s i s t e n c e  r e ­
g u l a t i o n s )

2 .  \Tc b a g  l i m i t  f c r  s u b s i s t e n c e  c a u g h t  h a l i b u t .  S p o r t -  
f i s h i n g  r e g u l a t i o n s  s h o u l d  n o t  b e  u s e d  t o  d e v e l o p  s u b s i s ­
t e n c e  r e g u l a t i c n s )

2 .  N o t  c o u n t  s u b s i s t e n c e  c a t c h  a s  p a r t  o f  t h e  q u o t a .

H S A S O N S :

1 .  T r a d i t i o n a l l y ,  o u r  p e o p l e  u s e  t h r e e  h o c k  l i n e  a n d  m a n y  
s t i l l  m a k e  t r a d i t i o n a l  h o o k s  a l t h o u g h  s o m e  u s e d  r e g u l a r  1 
h o o k  r o d  a n d  r e e l ,  m a n y  p r e f e r  t h r e e - h o c k  l i n e s  . ( j  i g g i r . g }

2 . W e a t h e r  i s  n o t  a l w a y s  r e l i a b l e  a n d  e v e r y  t r i o  c o u n t s  
e s p e c i a l l y  t o  c a t c h  a s  many h a l i b u t s  th e y c a r .  c a t c h .  The 
h a l i b u t  b o t h  d r i e d  a n t  f r o z e  r . ) i s  t h e  t a  ■ * * c o  d c a t " - 3 " — d 
b y  l o c a l  r e s i d e n t s  b e s i d e s  h e r r i n g  f i s h .

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

C O N C L U S IO N :

O u r  r e s o l u t i o n  a n d  i t s  s u p p l e m e n t  t h a t  v e  s u b m i t  t o  * ? 5 ,  
N ? K 3  t h r o u g h  C o a s t a l  V i l l a g e  F i s h i n g  C o o p e r a t i v e  i s  s e l f - e x ­
p l a n a t o r y  a n d  c a n  b e  u s e d  f o r  r e f e r e n c e  o n  t h i s  p r o p o s a l .  
T h e r e f o r e ,  or .  b e h a l f  c f  t h e  l o c a l  f i s h e r m e n ,  b o t h  c o m m e r c i a l  
a n d  s u b s i s t e n c e ,  v e  r e c o m m e n d  t h a t  o u r  p r o p o s a l  b e  s e r i o u s l y  
c o n s i d e r e d  t o  b e c o m e  p a r t  o f  t h e  C o m m e r c i a l  H a l i b u t  R e g u l a ­
t i o n  u n d e r  ' ' s u b s i s t e n c e  c l a u s e " .

So* 37C48. Tcksock 3ay, Alaska 99637-7048 .'907) 427-7: *.4 FAX -,9G7'/ 427-77*.4_________
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H*t ra iT  a s c i r i  a t io v  t s n o o f A L

In absence of subsistence regulations on halibut fishery m and around Nelson Island 
region and after having encountered a National Marne Fisheries Enforcement Officer -n 
;ust this post summer season, the Newtofc Traditional Council, uu behalf of the Iccal 
commercial and subsistence fishermen, want following suggestive ideas to be seriousiv 
considered to become part of the Commercial Halibut Regulations for Ncijon Island *’ 
Region subsistence halibut fishermen in particular

1 No limit on number of hooks to be used. (Sportfi&hing regulations should *ot

m i i M U m M m m i u i i

2 So bag limit fcr subsistence caught haiibut. 'Spcmfishmg rejulancn? -.‘-o -id 
not be used to deveiop subsistence regulations').

3, Not count subsistence catch as part of the quota 

R e a s o n s

1 Traditionally, our people use three hook line and many still make traditional 
hooks although some used regular hook rod and reel, many prefer three-hook 
lines. (j>88™8)

2 Weather is not always reliable and every trip counts especially *o catch 
mar.y halibuts they can catch The halibut (both dried and frozen) ;s the 
main food gathered by local residents besides hemcg fish

3. With commercial herring and halibut being the main economic so urea for our 
community, we do not want subsistence caught halibut to be counted as 
part of the quotas for commercial halibut fishing.

CONCLUSION:

Our resolution and its supplement that we submit to iPHS, NPKS through Coasia; 
Village Fishing Cooperuve is self-explanatory and can be used for reference on tr.*s 
proposal. Therefore, on behalf of the local fishermen, hoth commercial and 
subsistence. we recommend that our proposal be seriously considered to become par. of 
•he Commercial Halibut Regulation under "subsistence clause"



Title: Halibut as a Customary and Traditional Subsistence Resource of 
Alaska Natives
Submined by Southeast Native Subsistence Commission

WHEREAS, halibut is a customary and tradition resource for Alaska Natives; 
ancient Tlingit halibut hooks were designed to allow only harvestable-sized fish to 
be taken; and

WHEREAS, halibut continue to be a vital subsistence food source in coastal 
Native communities, an essential food at cultural celebrations, and important for 
sharing with ciders and others who cannot harvest for themselves; and

WHEREAS, ANILCA Title VIII provides for the harvesting of fish and wildlife 
resources for subsistence usage in a non-wasteful manner; and

WHEREAS. N atives have been cited for harvesting halibut because of exceeding 
the bag limit o f two lish per day and for using a long line with multiple hooks; and

WHEREAS, these regulations are not reflective of Native communities’ customary 
and traditional methods, means, bag limits, and sharing; and

WHEREAS, these regulations are ethnocentric and have been difficult to change, 
due to lack o f action from the concerned government agencies: the State of Alaska,
National Marine Fisheries Sen ice. the North Pacific Fisheries Management 
Council, and die International Pacific Halibut Commission.

NOW, TIIERI-FORF, BE IT RESOLVED that the General Assembly o f the 
Alaska Federation o f Natives respectfully request that managing agencies 
recognize and acknowledge that halibut is a customary and traditional subsistence 
resource and that tney allow Alaska Natives to use efficient means of harvest, 
including multiple hcoks. rod and reel, and long line gear.

BE IT FURTHER RESOLVED, that this resolution be sent to the State of Alaska 
Board o f Fisheries, :o the National Marine Fisheries Service, to the North Pacific 
Fisheries Management Council, and the International Pacific Halibut Commission.

A p p r o v e d  f o r  s u b m is s io n  by p a r t i c i p a n t s  a t  t h e  B e r i n g  S e a  
F i s h e r m e n ' s  A s s o c i a t i o n  w o r k s h o o  o n  W e d n e s d a y  O c t o b e r  1 6 t h  S  1 P « M .

A t t e s t :  D a n  A l b r e c h t ,  P o o g r a m  D i r e c t o r  
B e r i n g  S e a  F i s h e r m e n ' s  A s s ' n
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Sixty-First Annual General Assembly CrarrsAL CcxTfcn. or Tulmht and Haida LfDiAK Twbes or Ajlssxa 
April 17-20, 1996 
Juneau, Alaska
Resolution 96-13

Title: Haijbi/t re a Pn-mnMAgy X- TtinmnNAi. SunsgTTJKy. RKsrw.Ttrr. ok Aixska Va-hvt.c 
Submitted by: Angoon TScH Coinmunity Council

WHEREAS, halibut is a customary and traditional resource for Alaska Natives; ancient 
Tlingit halibut hooks were designed to allow only harvestable-sized fish to be taken; and

WHEREAS, ANILCA provides for the harvesting of fish and wildlife resources for 
subsistence usage in a ooo-wasteful manner; and

WHEREAS, Natives have been cited for harvesting halibut because of exceeding the bag 
limit and for using a long line with multiple books; and

WHEREAS, Natives have bad to endure regulations that only allow 2 halibut and a hand­
held line with two hooks; and

WHEREAS, these regulations are not reflective of Native communities’ customary and 
traditional methods, means and bag limits; and

WHEREAS, these regulations are ethnocentric and are difficult to change, due to lack of 
action from both the State and the International Pacific Halibut Commission (IPHC) which will 
not address this issue until the State does.

NOW, THEREFORE, BE IT RESOLVED that the General .Assembly of Tlingrt and Haida 
Central Council respectfully request die assistance of Alaska's delegation in Washington D.C. to 
amend the Northern Pacific Halibut Act, 'To recognize and acknowledge halibut as a customary 
and traditional subsistence resource, and to assure subsistence harvesting of halibut by Alaska 
Natives is protected.'

BE IT FURTHER RESOLVED that the Central Council also request the Board of Fisheries 
endorse this resolution with a follow-up letter of support.

EE IT FURTHER RESOLVED that copies of this resolution be sent to Southeast Native 
Subsistence Commission, the International Pacific Halibut Commission. Board of Fisheries.
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Encouraging federal legislation to improve federal fiscal terms for a trans-Alaska gas pipeline.
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ALASKA STATE LEGISLATURE
Scsfi on 
Stale Capitol
juneau. Alaska 998l)|.|182 
(<>m 465-37-<* - Phone 
(90") 4«n-2833 - Fax

REPRESENTATIVE MARK D. HODGINS 
House District 9

Sponsor Statement 

HJR 35

E n co u ra g in g  fed e ra l leg islation  to im p ro v e  fed e ra l fiscal te rm s fo r  a tran s-A lask a  gas 
p ipeline.

H JR  35 is a statement by the 20lh Alaska Legislature urging Alaska’s congressional delegation to enact 
legislation that would seek to improve the competitiveness o f the trans-Alaska gas pipeline.
The State o f Alaska recently commissioned a report, by Dr. Pedro Van Meurs, on the economic viability of 
the trans-Alaska gas line. Dr. Van Meurs found that the project would need some state and federal fiscal 
adjustments in order to stimulate the project investment structure. H JR  35 will encourage Alaska’s 
congressional delegation to sponsor the fiscal legislation necessary to complete the federal portion of the 
fiscal package.
There is already ample justification to adopt favorable legislation for the gas line from a federal perspective. 
The trans-Alaska gas line project would establish a substantial new source of taxable income. Billions of 
dollars would be generated in federal corporate income tax. Based on a scenario o f $3.50 per million cubic 
feet (rncf) and an estimated cost o f $12 billion the project would generate approximately $26.7 billion in tax 
income for the federal government over a 30 year period. The project could also improve the United States 
trade deficit with Asian countries.
We have heard, repeatedly, that the Asian market window for natural gas sales will begin around 2005. The 
Asian market is eager to purchase north slope gas and Alaska must proceed immediately with the gas 
project if we are to participate in this market window. Fierce competition among suppliers is expected from 
foreign gas projects and therefore Alaska needs to offer a coordinated proposal at a competitive price. 
Given the short time frame for establishing an economically viable project, it is important to begin the 
formation o f a fiscal platform as soon as possible. By coordinating our efforts we will shorten the timetable 
needed to bring this project on line and thereby increase Alaska's ability to establish a place in the 
competitive LNG market.
The need for a unified message from Alaska is critical in portraying fiscal and political stability as well as 
instilling confidence within the Asian marketplace. It is imperative that the Federal government, State of 
Alaska, and Local governments work together toward a unified position that will enhance the economic 
competitiveness to bring this project from concept into actuality. H JR  35 will assist in that capacity.

lull-run
I4i Main Si lamp Suite 221 

Kenai. Alaska "‘'Fil 1 
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FISCAL NOTE

STATE OF ALASKA
1997 LEGISLATIVE SESSION

BILL NO.

No. 1
B ill Version: H JR  35
(H) Publish Date: 4/16/97

Title:
Sponsor:
Requestor:

En c o u r a g in g  F e d e r a l  L e g i s l a t i o n  t o  im p rov e
ffid a c a l f i s c a l re m s f n r  TAILS-----------
Hou se  S p e c i a l  Comm, on O i l  & Gas

Dept. Affected 
BRU:'

Components: 
Serial #

EXPENDITURES/REVENUES: (THOUSANDS OF DOLLARS)
OPERATING FY 98 FY 99 FYOO FY 01 FY 02 FY 03
P e r s o n a l S e r v ic e s 0.0 0.0 0.0 0.0 0.0 0.0
T r a v e l 0.0 0.0 0.0 0.0 0.0 0.0
C o n t r a c t u a l 0.0 0.0 0.0 0.0 0.0 0.0
S u p p l ie s 0.0 0.0 0.0 0.0 0.0 0.0
E q u ipm e n t 0.0 0.0 0.0 0.0 0.0 0.0
La nd & S t r u c t u r e s 0.0 0.0 0.0 0.0 0.0 0.0
G r a n t s , C la im s 0.0 0.0 0.0 0.0 0.0 0.0
M is c e l la n e o u s 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL 0.0 0.0 0.0 0.0 0.0 0.0

ANALYSIS: (ATTACH A SEPARATE PAGE IF NECESSARY) 
see attached analysis

REVENUE 0.0 0.0 0.0 0.0 0.0 0.0

FUNDING: (THOUSANDS OF DOLLARS)
General Fund 
Federal Fund 
Other 
TOTAL

0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0
0.0 0.0 0.0 0.0 0.0 0.0

POS IT IONS :
Full-Time 0 0 0 0 0 0
Part-Tlmo 0 0 0 0 0 0
Temporary 0 0 0 0 0 ll

Prepared by: C o -C h a i r  S c o t t  Ogan
House R e s o u r c e s  C om m ittee

Date: 4/13/97

P h o n e :4 6 5 -3 7 1 5

Phone:

COM M ITTEE  COPY PAGE I OF I
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D ETA ILED  O V ER V IEW  O F E C O N O M IC  
R ESU LTS O F SU G G ESTIO N S 
(Based on $ 12 billion scenario)

CURRENT SUGGESTED
CORPORATE:
Project RO R at $ 3.00 9.7% 11.2%
Project RO R  at $ 3.50 10.8% 12.1%
Project RO R at $ 3.90 11.6% 12.9%
Project RO R at $ 4.50 12.6% 13.8%

Project ROE a t $ 3.50 14.6% 18.1%
Project ROE at $ 3.90 15.8% 19.7%,

Netback price a t $ 3.50 S 0.55/Mcf $ 1.15/Mcf
Netback price a t $ 3.90 $ 0.95/Mcf $ 1.55/Mcf

GOVERNM ENT:
Federal Take a t $ 3.50 26.1% 24.5%
State Take at $ 3.50 12.6% 17.3%
Federal Take at $ 3.90 26.1% 23.7% .
State Take a t $ 3.90 14.3% 21.1%

Fed NP7(2)/7%-$3.50-Fin $ 3537 mm $ 2961 mm
State NPV@ 7%-$3.50-Fin S 2450 mm $ 2356 mm
Fed NPV(2>7%-$3.90-Fin S 4209 mm S 3517 mm
State NPV®7% -$3.90-Fin S 3097 mm S 3322 mm



SUGGESTIONS FOR NEW TERMS 
FOR THE ALASKA NORTH SLOPE 

LNG PROJECT

E X E C U T IV E  SUM M ARY

Dr. A. Pedro H. van Meurs 
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S U G G E S T IO N S  F O R  N E W  T E R M S  
F O R  T H E  A L A S K A  N O R T H  S L O P E  

LN G  P R O JE C T

1. I N T R O D U C T I O N

The North Slope of Alaska contains natural gas reserves of about 35 trillion 
cubic feet. Most of these reserves are contained in the Prudhoe Bay field. One of 
the ways in which these reserves can be produced is through the export of the gas in 
the form of LNG ( liquid natural gas).

A possible LNG project could be an important source of revenues for the 
State of Alaska and would create significant employment and business 
opportunities. It is therefore important for the State of Alaska to analyze the 
possible optimal fiscal conditions under which this project would become a reality.

The Revenue Department of the State of Alaska requested the consultant to 
provide a report on possible new fiscal and other terms for the Alaska North Slope 
LNG project. The study is based on a comparative analysis of international LNG 
terms and conditions. This executive summary reflects the main conclusions and 
recommendations of this analysis.

2. P R O J E C T  D E S C R I P T I O N

A possible initial LNG proj'cct could produce and export about 14.5 million 
tons of LNG per year. This levei might be reached over a six year period increasing 
sales volumes by about 2.5 million tons per year. The project would use initially the 
gas reserves of the Prudhoe Bay field. A large conditioning plant, a large diameter 
gas pipeline and a liquefaction facility in Valdez would be required. A fleet of about 
14 LNG tankers would ship high Btu gas to East Asian markets starting in the 2005 
- 2010 period. This project configuration was used as the basis for the 
recommendations in this executive summary.

Alternative configurations of the project are also possible. A gas pipeline 
could be built to the northwestern .Alaska coast and ice-breaking LNG tankers could 
be used for the gas export. The Point Thomson gas reserves could be used from the 
start of the project.

The ramp-up speed is an important economic variable in the project and 
could be faster than the 6 years assumed in the basic project configuration.

4
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S U G G E S T IO N S  F O R  N E W  T E R M S  
F O R  T H E  A L A S K A  N O R T H  S L O P E  

L N G  P R O JE C T

1. I N T R O D U C T I O N

The North Slope of Alaska contains natural gas reserves of about 35 trillion 
cubic feet. Most of these reserves are contained in the Prudhoe Bay field. One of 
the ways in which these reserves can be produced is through the export of the gas in 
the form of LNG ( liquid natural gas).

A possible LNG project could be a" important source of revenues for the 
State of Alaska and would create significant employment and business 
opportunities. It is therefore important for the State of Alaska to analyze the 
possible optimal fiscal conditions under which this project would become a reality.

The Revenue Department of the State of Alaska requested the consultant to 
provide a report on possible new fiscal and other terms for the Alaska North Slope 
LNG project. The study is based on a comparative analysis of international LNG 
terms and conditions. This executive summary reflects the main conclusions and 
recommendations of this analysis.

A possible initial LNG f 14.5 million
tons of LNG per year. This lev o ,  j  increasing
sales volumes by about 2.5 million tons per year. The project would use initially the 
gas reserves of the Prudhoe Bay field. A large conditioning plant, a large diameter 
gas pipeline and a liquefaction facility in Valdez would be required. A fleet of about 
14 LNG tankers would ship high Btu gas to East Asian markets starting in the 2005 
- 2010 period. This project configuration was used as the basis for the 
recommendations in this executive summary.

.Alternative configurations of the project are also possible. A gas pipeline 
could be built to the northwestern Alaska coast and ice-breaking LNG tankers could 
be used for the gas export. The Point Thomson gas reserves could be used from the 
start of the project.

The ramp-up speed is an important economic variable in the project and 
could be faster than the 6 years assumed in the basic project configuration.

2. P R O J E C T  D E S C R IP T I
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3. P R I N C I P L E S  O F  F I S C A L  R E S T R U C T U R I N G

A sound fiscal system for oil and gas resources provides the appropriate 
balance between two interests of the State:

— the need to encourage an attractive level of economic activity, and
— the need to extract the highest possible share of the economic rent.

The combination of the two objectives results in an optimal rate and timing 
of the development of the resources for the State.

3.1 ENCOURAGEMENT OF ECONOMIC ACTIVITY

In order to encourage economic activity in the development of the North 
Slope gas resources the fiscal terms and conditions have to result in a profitability of 
investments that is competitive with other investment opportunities in the 
petroleum sector on an international basis. The level of profitability has to be 
commensurate with the risk.

The more lenient the fiscal terms, the higher the level of economic activity 
that can be expected, assuming that the resource base is inherently economic on a 
“ no-government take”  basis. The fiscal terms should not be more attractive than 
what is necessary to achieve the desired economic activity.

3.2 THE GOVERNMENT TAKE

The government take in Alaska comes in the form of bonuses, rentals, 
royalties, severance tax, corporate income tax and property tax. In other 
jurisdictions in the world, there is also a wide variety of other mechanisms to obtain 
a share of the economic rent, such as production sharing, participation, R-factor 
or ROR based profit sharing and special taxes.

What is important in fiscal restructuring is to achieve the highest possible 
level of the government take as well as creating the optimal structure of the 
government take.

3.2.1 LEVEL OF GOVERNMENT TAKE

The level of the government take is determined by the competitive 
conditions.



1

In the case of the Alaska North Slope LNG project the competitive conditions 
do not only apply to the profitability of the investment opportunities, but relate also 
to the market access of the gas. The fiscal system has to enable investors to 
conclude the necessary gas sales in the East Asian region.

One of the consequences is that the fiscal structure Alaska LNG project as a 
whole - the upstream and well as the downstream - has to be considered.

3.2.2 STRUCTURE OF THE GOVERNMENT TAKE

With respect to the structure of the government take there are two important 
issues, which are progressivity and back-end loading.

3.2.2.1 PROGRESSIVITY

A progressive fiscal system is a system whereby the government take is 
modest in case of conditions of low profitability and high in case of high 
profitability. A progressive fiscal system achieves the highest level of economic 
activity in conjunction with the highest level of economic rent extraction.

A regressive fiscal system is a system whereby the government take is high in 
case of conditions of low profitability and low in the case of high profitability. A 
regressive system results in a situation where marginal projects will not be 
undertaken and whereby the government is not earning the highest possible 
economic rent in case of high profitability.

The most efficient way to promote optimal economic activity with effective 
economic rent collection is therefore to adopt a progressive system.

It should be noted, however, that progressive systems have a drawback for 
governments. They result by their very nature in important swings in government 
revenues if there are important changes in prices or costs. In order to properly 
manage a progressive fiscal system a government has to have a “ buffering”  system 
in place, such as a special fund to which government contributes when prices are 
high and which the government could use in case prices are low.

At the same time it should also be noted that large corporations look for 
“ upside”  in an investment and a severe reduction of the upside would reduce the 
investors interest in the project.
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In economic environments where gas prices or development costs are difficult 
to predict a progressive system is much less risky to the investor than a regressive 
system, because the project will automatically show acceptable profitability over a 
much wider range of economic possibilities. Progressive fiscal systems therefore 
reduce project risk.

3.2.2.2 BACK-END LOADING

A back-end loaded fiscal system means that the government take during the 
first years of the cashflow is less than the government take during the latter part of 
the cashflow. A front-end loaded system has a high government take during the 
initial years.

Back-end loaded systems permit the investor to recover most or all of his 
investment prior to being subject to a high government take. The advantages of this 
approach are that it:

— reduces project risk because the payout period is shorter, and
— it increases the rate of return.

Back-end loaded systems usually result in a better balance between the 
investor’ s and the government’s objectives. The discount rate used by investors to 
evaluate an investment opportunity is typically higher than the discount rate used 
by government in order to assess its income stream of government revenues. 
Therefore a government could obtain a higher overall government take, at the 
government’s discount rate, provided the government take is back-end loaded.

4. C U R R E N T  F I S C A L  T E R M S

4.1 DESCRIPTION

The description includes all fiscal provisions. For the economic analysis of 
the Alaska LNG project one would only apply the fiscal provisions which belong to 
the decision to make an incremental investment in the LNG project. This means 
one would not take the bonuses and rentals into account in the economic analysis.
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4.1.1 U P S TR EA M

4.1.1.1 BONUSES

Ainskn employs a system of competitive bonus bidding for the allocation of
acreage.
4.1.1.2 RENTALS

Surface rentals in the Prudhoe Bay area are $ 1 per acre.

4.1.1.3 ROYALTIES

Royalties for Prudhoe are 12.5% of the value at the lease boundary. A 
processing allowance of $ 0.18 per Mcf is permitted for gas as a deduction from this 
value. This allowance escalates with inflation.

4.1.1.4 SEVERANCE TAX

The severance tax rate for oil is 12.25% for the first 5 years and 15% 
thereafter and for gas it is 10%. The severance tax is calculated on the value at the 
lease boundary less royalties. For gas there is a processing allowance of S 0.20 per 
Mcf (assumed pending draft regulations). Also there is minimum severance tax of 
S 0.064 per Mcf regardless of the price.

The severance tax for oil and gas is reduced by the Economic Limit Factor 
(ELF). This factor varies between 0 and 1 and depends on the daily well production 
in the case of oil and gas and also total daily field production in the case of oil.

4.1.1.5 CORPORA TE INCOME TAX

The federal corporate income tax rate is 35%. Losses can be carried forward 
and interest is a deductible expense. Depreciation for federal purposes varies from 
asset class to asset class and is based on the MACRS system. Typically, the 
conditioning plant would be depreciated over 8 years.

The Alaska corporate income tax rate is 9.4% applied on a unitary world­
wide basis of income. The experience of Alaska is that Alaska only receives about 
half this amount as a result of the apportionment procedures. The Alaska 
corporate income tax is deductible for federal corporate income tax purposes, 
creating a total tax rate of 41.1%.
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T he Alaska corporate income tax also permits the carry  forward of losses and 
the deduction of in terest. Depreciation rates are based on the Asset Depreciation 
R ange (ADR), which varies by asset class. Typically, the conditioning plant would 
be depreciated  over 12 years.

4.1.1.6 PROPERTY TAX

A 20 mill ( 2 percent) property  tax applies based on the replacem ent cost of 
the asset value and determ ined on the basis of the rem aining life of the asset. The 
p roperty  tax is applied during the construction period of the a sse t

4.1.2 DOW NSTREAM

4.1.2.1 CORPORA TE INCOME TAX

T he same federal and state corporate income tax applies to the downstream . 
T he federal depreciation period for LNG carriers is over 11 years and for the gas 
pipeline and the liquefaction p lan t over 16 years. The State depreciation period for 
the LNG carriers is over 15 years and for the pipeline and liquefaction plants over 
18 years.

4.1.2.2 PROPERTY TAX

The same p roperty  tax applies to downstream operations. LNG carriers are 
not sub jec t to p roperty  tax. Also, the State does not levy a property  tax on 
liquefaction. The m unicipalities do levy such a tax.

4.2 RATE OF RETURN AND GOVERNMENT TAKE EFFECTIVENESS
The fiscal features applied in Alaska can be characterized as follows:

— royalties and severance taxes - Since the royalties and severance 
taxes are  determ ined on a net-back basis and most of the increm ental costs are 
dow nstream  of the value determ ination point, the royalties and severance taxes 
actually  function as a profit share which is slightly progressive on a total project 
basis, despite the fact th a t the royalties are based on the gross value of the 
production . Royalties by their very nature  are usually front-end loaded when 
considering the upstream  only.

— corporate income tax. C orporate income tax is a neutral feature 
(neither progressive nor regressive) because the tax is profit based. The corporate 
income tax is strongly front-end loaded because of the very slow depreciation rates.

— property  taxes. Property taxes are strongly regressive and strongly 
front-end loaded.



On average, the total Alaska fiscal system (Federal, State and local) is:
— slightly regressive or slightly progressive on a total project basis 

depending on the economic conditions and the tax position of the investor, and
— front-end loaded.

This means that the Alaska fiscal system is not optimal for an LNG project.
The rate of return to the investors is less than it needs to be. The rate of 

return is particularly negatively affected under marginal economic conditions. 
However, under high price scenarios, the total government take is less than it could 
be.

The current Alaska fiscal system could therefore be improved in order to 
make the LNG project more attractive by making the project more profitable and 
less risky. The system could also be improved by making it a more effective 
economic rent collector.

5. C O M P A R A T I V E  E C O N O M I C S

5.1 FINANCIAL EVALUATION CRITERIA
5.1.1 HURDLE RATE

Probably the most important yardstick for assessing the profitability of the 
Alaska project is the “ hurdle rate” .

The hurdle rate is the minimum cashflow rate of return that the project has 
to have in order to be considered economically attractive by the investors. Man) 
companies determine the hurdle rate after all taxes and before financing. The hurdle 
rate can be determined on a current or constant dollar basis. The hurdle rate 
depends on many factors, such as the rate of return of other opportunities, the 
average cost of capital, the project risks and financing opportunities.

Hurdle rates are different from company to company because the factors that 
determine the hurdle rate are different for each company. This means that some 
companies may consider a project profitable while others may not. For large 
projects, companies may have different hurdle rates per project depending on the 
project risk.
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5.1.1.1 OTHER OPPORTUNITIES

The petroleum industry is a global industry. All large oil companies are 
constantly assessing and re-assessing investment opportunities on an international 
basis with respect to their profitability and risk. Companies usually select the 
projects that offer the best combination of profitability and risk for development. 
The number of selected projects depends on the availability of capital.

The hurdle rate will be relatively high when a company has ample highly 
profitable investment opportunities and limited capital resources. The hurdle rate 
will be relatively low when a company has few projects available and ample capital 
resources.

One can obtain an idea of the hurdle rate that companies use based on other 
opportunities, by analyzing known projects under development and calculating the 
rate of return for such projects.

This year Mobil launched the Ras Laffan LNG project in Qatar in the Gulf 
area. Detailed information is available for this project. The rate of return for this 
project is approximately 13.5% under a S 3.50 per MMBtu CDF price scenario in 
Korea and 15.3% for a $ 3.90 scenario. This rate of return is determined on a total 
project basis, including shipping and on a stand alone and a “ before financing”  
current dollar basis (“ Project ROR” ).

The rate of return on a Qatar LNG project is very important for Alaska, 
because Qatar has 250 trillion cubic Tect of gas available and could therefore launch 
more LNG projects or expansions of the current projects if investors are interested 
and the markets are available.

Along with Ras Laffan, there are a number of other projects that are ahead 
in the time line compared to the Alaska North Slope project. The information on 
other LNG projects is less detailed than for Ras Laffan. However, based on 
reasonable assumptions about construction costs and other factors the rate of return 
of these projects can be estimated as follows:

i PROJECT ROR OF 0INGOING PROJECTS
I Price Scenario ($/MMBtu) $ 3.50 $3.90
| Ras Laffan 13.5% 15.3%
| Qatargas 14.7% 16.8%
Oman-Shcll 14.1% 15.8%
Australia - NW Shelf 13.3% 14.8%
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This indicates that the competitive rate or return for LNG projects that are 
being launched at this moment is in the range of 13 - 17% for the price range of $ 
3.50 to $ 3.90 per MMBtu CIF Korea or Japan on a total project basis.

5. 1. /. 2 COST OF CAPITAL

The hurdle rate has to be equal to or higher than the weighted average cost 
of capital after adjustment for risk. The weighted average cost of capital of a 
company is the after tax cost of all its capital sources in the form of debt and equity. 
For large oil corporations with a relatively modest debt, the current cost of capital 
can estimated in the range of 9% to 11%. It is not economic for a corporation to 
invest in a project if the project does not make at least a rate of return that is equal 
to the weighted average cost of capital after adjustment for risk.

Successful companies have projects with rates of return that are above the 
weighted average cost of capital.

5.1.1.3 ALASKA PROJECT RISK

The relative risks of the projects is also an important factor in deciding about 
the attractiveness of a project and in deciding about the hurdle rate for the project. 
It should be noted that relatively speaking the Alaska project cannot be considered a 
low risk project under current conditions. There is a great variety of project risks. 
The following table is a comparison between the .Alaska project and the "Ras Laffan 
project o f the project risks involved:

RELATIVE PROJECT RISK ALASKA - RAS LAFFAN
.Alaska Ras Laffan

RISKS:
Regional conflict risk Very Low Verv High
General country risk Low Average
Gas reserve risk Low Very Low
Gas price risk Aver - High High
Regulatory/legal risk High Low
Risk of cost overruns High Low-
Market access risk High Average
Fiscal stability risk High Low

12



The relative risks find their expression in the financing terms that the market 
would be willing to provide. Indications are that the market would provide debt 
financing to an Alaska project under more favorable terms than for the Ras LafTan 
project, largely as a result of the low country risk. Yet, the project investor’s risks 
may be evaluated higher or lower than Ras Laffan by the investors.

The netback value for gas would be substantially positive if the costs for the 
Alaska project could be reduced substantially to the $ 12 billion level. This would 
create an average price risk. The price risk can be substantially reduced by the 
State through a the revisions in the fiscal system suggested in this report. These 
revisions would lower the cost of service of the downstream and thereby increase the 
netback value and lowering the price risk, because even with lower international 
prices there would still be a positive netback value.

However, in case of substantial cost overruns, the netback value becomes 
lower and may even become negative, creating a very high price risk.

The market access risk in the case of Alaska is high because of the large size 
of the project. A typical example is Ras Laffan whereby Mobil has decided to go 
ahead with the first 2.4 million tons per year capacity without waiting for contracts 
to be finalized for the second 2.4 million tons. The large size of the Alaska project 
makes it unlikely that all gas can be marketed prior to project start-up.

Because of the need to built a large distance pipeline, the Alaska project 
would not be economic unless all steps of the 14.5 million ton project would be 
completed. This creates a significant market access risk.

The overall degree of risk would result in a risk adjustment of the hurdle 
rate. The rate could be adjusted upward or downward depending on the perception 
of risk.

In very high risk circumstances such as for the Sakhalin project, it might 
well be that the hurdle rate would be two or three percentage points higher.

For Alaska there is an opportunity to create a relatively low risk 
environment. Companies could reduce the cost overrun risk through more detailed 
initial analysis. The government of Alaska could assist in reducing the 
regulatory/legal risk and the fiscal stability risk. Furthermore, the government 
could reduce the cost overrun risk and price risk by creating a higher netback value 
for the gas through the fiscal system. A significant reduction of the risk could result 
in a lowering of the hurdle rate by one percentage point or more.
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5.1.1.4 FINANCING

With respect to the Alaska LNG project it is important to emphasize that the 
analysis of the project on a no-financing basis does not do the Alaska project justice. 
In the United States, interest is a tax deductible expense. Furthermore, the 
financial markets perceive North America as a low risk area in which a high 
leverage of the downstream operations is possible.

Finally, the incremental investments in the Alaska LNG project are 
primarily in downstream operations which are highly financeable.

The high degree of financeability of the downstream operations makes the 
incremental cost of capital less than the weighted average cost of capital of the 
corporation.

Given these considerations it is important to consider the comparative 
economics either on an after financing basis or provide some decrease in the hurdle 
rate in order to recognize these factors. The rate of return after financing would be 
the rate of return on equity (“ Project ROE” ). This means the rate of return on total 
capital less the debt.

5.1.1.5 TOTAL PROJECT VERSUS ITS COMPONENTS

The risk on the total project and its components are not necessarily the same. 
The downstream components could be constructed under relatively low risk 
contractual arrangements with the producers. The producers would run the risk of 
cost overruns, price declines and other risks.

Therefore, for the determination of the netback value and for royalty 
purposes one would use a rate of return that is lower than the total project rate of 
return and would represent the lower risk. Also the costs of capital for the 
downstream components is typically lower than for the upstream component. The 
rate of return would be a Cost of Service rate of return.

In order to assume all the project risks, the liquid penalty and earn a 
reasonable return on the project development investments, the producers will have 
to have a reasonable minimum netback value for the gas. It can be estimated that 
this value is about $ 0.98 per Mcf. I f  downstream operators would assume more 
risk, this value could be lower but in this case the cost of service of the downstream 
operations increases because of the need for a higher rate of return in order to 
assume this risk.
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5. 1. 1.6 RISK ADJUSTED HURDLE RA TE

Under the current economic conditions a typical hurdle rate under a price 
scenario of $ 3.50 per MMBtu would be about 13% for Middle East type risks. 
However, Alaska should be able to reduce risks considerably. Therefore, assuming 
that Alaska would take such measures, companies may adopt a 12% hurdle rate for 
the Alaska LNG project.

Under a price scenario of S 3.90 per MMBtu all LNG projects in the world 
become more profitable and the alternative opportunities therefore become more 
profitable. Therefcre an alternative target at $ 3.90 per MMBtu would be 14%, 
again on the assumption than Alaska would reduce risks substantially.

It should be noted that different companies may adjust differently for risk 
because the risk perceptions as well as the abilities to absorb risk are different 
among companies. Also the method of adjusting the hurdle rate by adjusting the 
percentage is somewhat subjective.

5.2 ANS LNG PROJECT PROFITABILl /Y  ANALYSIS

An economic sensitivity analysis of the project was done using investment 
costs ranging from $ 15 to $ 12 billion. The analysis was based on the currently 
applicable fiscal terms and conditions. For the CDF price range of S 3.50 to $ 3.90 
per MMBtu, the Project ROR ranges from 8.9% to 11.6% as indicated in the 
table below:

TOTAL PROJECT ROR OF ANS LNG PROJECT
Price Scenario ($/MMBtu) $ 3.50 S3.90
Alaska - $ 15 billion 8.9% 9.7%
Alaska - $ 13.5 billion 9.8% 10.6%
Alaska - S 12 billion 10.8% 11.6%
HURDLE RATE: 12.0% 14.0%

The above rate of return is determined on a consolidated basis, this means 
that it is assumed that companies can take their deductions for corporate income tax 
as the project proceeds. The analysis was also done on a current dollar basis.



The rate of return is dependent on the ramp-up speed of the project. A 
unique feature of the Alaska project is that a long distance high cost gas pipeline is 
required. The quicker this line can be filled with production, the higher the rate of 
return will be. I f the ramp-up would be 3 years, the ROR would be approximately 
0.7% higher. Such a fast ramp up, however, is improbable due to market 
restrictions. Currently, the total Pacific LNG market is increasing by about 2.5 
million tons per year and many projects compete in this market

It therefore appears that the Alaska North Slope LNG project is not 
economic under current conditions, even if the costs could be dropped to $ 12 
billion and the ramp-up speed could be increased.

However, improvements in the fiscal system together with a reduction of 
project risk could make the project attractive.

5.3 ALASKA PROJECT ON THE BASIS OF OTHER FISCAL SYSTEMS

5.3.1 OVERALL FISCAL BURDEN

The overall fiscal burden imposed by Alaska on a possible LNG project is 
tough in comparison with other LNG exporting countries.

The relative burden can be most accurately measured by applying the fiscal 
terms of other jurisdictions to Alaska North Slope economics.

In such a comparison the economics of Alaska, Canada and Australia are 
measured on a consolidated basis and the economics of the other LNG exporting 
countries is measured on a stand alone basis. The following table provides the 
comparative analysis of the ROR for two scenarios, S 15 billion costs with a price of 
S 3.50 and $ 13.5 billion costs with a price of $ 3.90:
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TOTAL PROJECT ROR OF DIFFERENT FISCAL
SYSTEMS BASED ON ALASKA EC<JNOMICS

Costs/price: 15B-S3.50 13.5B- S 3.90
Project:

ALASKA North Slope 8.9% 10.6%
INNER CIRCLE-LOW COST:
Brunei Lumut 8.7% 10.2%
Indonesia Arun 9.1% 10.6%

| Malaysia Bintulu I ,□ 5.6% 7.1%
Malaysia Bintulu HI 5.5% 7.0%
Vietnam Offshore 9.1% 10.0%
OUTER CIRCLE-HIGH COST: 1
Abu Dhabi Das Island 9.1% 10.8% 1
Australia All projects 9.8% 11.5%
Canada PACRIM 9.9% 11.4%
Indonesia Irian Jaya 10.0% 11.9%
Indonesia Natuna 10.2% 12.2%
Oman Shell 10.3% 12.4%
PNG Hides 10.0% 11.8%
Qatar Qatargas 9.7% 12.2%
Qatar Ras Laffan 9.4% 11.4%
Russia Sakhalin H 9.9% 11.2% 1
Yemen Hunt 9.7% 11.1%

The “ inner circle-low cost”  jurisdictions are areas which have both a short 
shipping distance to Korea and Japan and have low gas development costs. Fiscal 
terms in these areas can be expected to be relatively tough because these gas 
resources are being produced under favorable economic conditions. It can be seen 
how the terms of these jurisdictions are indeed equal to or tougher than those of 
Alaska for investors.

The “ outer circle-high cost”  jurisdictions are areas which have either a high 
shipping cost to Korea and Japan because of large transport distances or have high 
gas resource development costs or both. These jurisdictions have to offer - on 
average - better terms in order to be competitive. Alaska belongs in this group.

It can be noted that all jurisdictions in this group offer better terms and 
conditions than Alaska resulting in a higher rate of return to investors, when the 
fiscal terms are applied to Alaska economic conditions.



This is a very strong indication that the Alaska fiscal terms are not 
competitive with the “ outer circle-high cost”  jurisdictions.

5.3.2 STRUCTURE OF THE GOVERNMENT TAKE

An important issue in international fiscal systems is the structure of the fiscal 
system. The structure of the fiscal system can be analyzed by reviewing the level of 
government take under various scenarios.

The government take is defined as the percentage that the government 
obtains of the economic rent. The government take is usually expressed as a 
percentage of the undiscounted rent, although economic rent is usually determined 
on a discounted basis.

The following table provides the undiscounted government take in percent 
for the two scenarios:

GOVERNMENT TAKE OF DIFFERENT FISCAL |
SYSTEMS BASED ON ALASKA ECONOMICS

Costs/price: 15B-S 3.50 13.5B- S 3.90
Project:

ALASKA North Slope 40.4% 41.7%
INNER CIRCLE-LOW COST:
Brunei Lumut 46.6% 49.8%
Indonesia Arun 57.5% 59.9%
Malaysia Bintulu 1,11 61.2% 66.4%
Malaysia Bintulu HI 61.2% 66.4%
Vietnam Offshore 38.2% 47.9% j
OUTER CIRCLE-HIGH COST:
Abu Dhabi Das Island 44.4% 45.6%
Australia All projects 33.7% 36.1%
Canada PACREVI 35.2% 39.9%
Indonesia Irian Jaya 48.7% 50.7%
Indonesia Natuna 25.6% 25.9% I
Oman Shell 21.6% 19.4%
PNG Hides 27.3% 28.1%
Qatar Qatargas 33.1% 30.8%
Qatar P .s Laffan 34.4% 33.7%
Russia Sakhalin II 37.5% 38.2%
Yemen Hunt 35.3% 49.5% I
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The government take can be defined on a “ No Participation” basis or a 
“ Participation”  basis. A “ No Participation”  basis means that the cashflow as a 
result of direct government equity participation is not being taken into account. A 
“ Participation”  basis means that this cashflow is included. The above table is on a 
“ No Participation”  basis.

Ln terms of the overall level of government take it can be noted how the 
government take in the “ inner circle-low cost”  jurisdictions is typically higher than 
for the “ outer circle*high cost”  jurisdictions.

This means that most governments of the “ outer circle-high cost”  group 
compete by offering a lower government take. This compensates for the higher gas 
development costs and longer transport distances.

The progressivity of the fiscal systems can be analyzed by comparing the S 15 
billion-S3.50 case with the S 13.5 billion-S3.90 case. The results are as follows:

— Vietnam and Yemen have strongly progressive systems,
— Brunei, Malaysia, Indonesia (Arun and Irian Jaya), Australia and 

Canada have progressive systems,
— Alaska, Abu Dhabi, Indonesia (Natuna), PNG and Russia have very slight 

progressive systems or neutral systems, and
— Oman and Qatar have regressive systems because the government take 

goes down under more favorable conditions.

What is also interesting to note is that some governments are able to generate 
a relatively high rate of return on the basis of a higher government take than 
Alaska. For instance, Yemen under the S 13.5 billion case has a government take 
of 49.5% compared to Alaska's 41.7%. Yet, the rate of return under the Yemen 
contract would be 0.5% higher. The reason is that the Yemen contract is strongly 
back-end loaded while the Alaska contract is strongly front-end loaded. Another 
interesting example is Abu Dhabi which uses accelerated depreciation for tax 
purposes in order to make the system back-end loaded. Canada generates also a 
higher rate of return through accelerated depreciation.

A special case is Indonesia, which actually “ subsidizes”  the project through 
the direct investment in liquefaction. Indonesia compensates for this arrangement 
through a higher government take (except for Natuna).



This means that the “ outer circle-high cost”  countries compete by 
introducing one or more of the following fiscal concepts in their fiscal system:

— a lower government take
— a progressive government take, making the $ 3.50 case 

more attractive,
— a back-end loaded government take, or
— investmert “ subsidies” .

Alaska employs none of these features and it is therefore that the Alaskan 
terms are tb" least attractive for investors among the “ outer circle-high cost”  
jurisdictions.

In addition to the basic government take, many jurisdictions employ direct 
government equity participation in the project. This is in particular the case for 
Qatar, Abu Dhabi, Oman, Yemen, Brunei and PNG. This increases the 
government take on a “ Participation” basis substantially. However, these 
governments share in this case the commercial rislcs with the investors.

5.4 COMPETITIVE POSITION RELATIVE TO OTHER PROJECTS
5.4.1 ALASKA ON THE TIME LINE

The projects in Qatar (Ras Laffan and Qatargas), Oman and the N\V Shelf 
expansion project all are ahead on the time line relative to Alaska. The Qatargas 
project has already started. Oman and Ras Laffan have already specific sales 
contracts.

The total production capacity of the four projects together is 23.4 million 
tons of LNG per year. As indicated, the projects also have a Project ROR which are 
more attractive than the current Alaska project. It is unlikely that the Alaska North 
Slope project could be launched ahead of these projects.

The Alaska project would therefore primarily compete with a second tier of 
projects.

5.4.2 COMPETITION WITH RESPECT TO SECOND TIER PROJECTS

The economic information on most of these projects is still rather limited. 
Project ROR figures for these projects are therefore only indicative. Only very 
generalized economic analysis can be done with a wide range of error.
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Based on generalized econom ic calculations the ind icative Project R O R  of
these projects could be compared w ith  the app licab le hurdle rates as follows for the
$ 3.50 scenario:

INDICATIVE COMPARATIVE ANALYSIS AND RATING
OF FUTURE PROJECTS

Hurdle ROR Diff Rating
% % % %

Alaska - S12 billion 12.0% 10.8% -1.2% 5
Canada-PACRIM 12.0% 12.0% 0% 2
Australia-Gorgon 12.0% 11.1% -0.9% 4
Russia-Sakhalin II 14.0% 11.0% -3.0% 8
Mal-Bintulu I I I 12.0% 11.4% -0.6% 3
Indon- Irian Jaya 13.0% 14.1% +1.1% 1
Indonesia-Natuna 13.0% 10.8% -2.2% 7
PNG-Hides 13.0% 11.3% -1.7% 6
Yemen - Hunt 13.0% 9.9% -3.1% 9

It can be seen how Alaska seems to rate iu the middle of the group of future 
projects.

Both the Canadian PAC-RCV1 and the Irian Jaya project are in the hurdle 
rate range. Malaysia ID is close to the hurdle rate. The other projects seem 
unattractive at this time.

The total output of the projects would be 37.8 million tons per year. Only a 
few of these projects might be launched prior to 2010. Therefore, for Alaska to be 
able to enter the market in the 2005 - 2010 period, Alaska would have to compete 
with the best of these projects.

This indicates that the rate of return of the Alaska project would have to be 
improved considerably in order to make the project more profitable in comparison 
with the indicative rate of return of competing projects.
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5.5 EFFECT OF TIME ON THE PROJECT

The effects of time on the Alaska LNG project are important.
As indicated earlier, the ramp-up speed could add about 0.7% to the Project 

ROR if the ramp up time could be reduced front 6 to 3 years. It is likely that the 
ramp up time could be reduced somewhat over time.

By the year 2010 the Pacific markets may increase at a rate of 3 million or 
more per year instead of 2.5 million tons per year. This might result in a situation 
where the ramp up time could be reduced to 5 years or 4.5 years. This would 
increase the rate of return and make the market access risk less.

At the same time the liquid loss which is estimated at 384 million barrels if 
the project starts in 2005 might be reduced to less than half this amount by the year 
2010. This would add about 0.2% to the Project ROR.

A general beuefit to Alaskan’s might be that over time the CLF prices for gas 
in East Asia may increase in real terms, creating a considerably higher economic 
rent which in turn would result in much higher government revenues.

The main drawback of delays in the Alaska project is that the project may be 
“ nibbled to death”  by small projects coming in ahead of the Alaska project. 
Petroleum exploration in Asia used to be primarily for oil. Gas was considered a by­
product. However, the strongly emerging gas markets in Asia have now created a 
situation where petroleum companies are now exploraing for gas.

Exploration in Thailand, Pakistan and China is m many cases aimed at 
discovering gas. Vietnam may shortly initiate a program aimed at making gas 
exploration more attractive. Therefore, it can be expected that many gas 
discoveries will be made during the next decade.

At the same time the economics of small LNG liquefaction facilities is 
improving.

.All such conditions could lead to a situation where Alaska may be delayed.

22



5.6 EXPANSION ECONOMICS

An important justification for possible fiscal improvements is the fact that 
the Alaska project as described here is really only a Phase I of a possible broader 
undertaking. Phase I involves the sale of 17 trillion cubic feet of gas and the 
corresponding production of about 19.5 trillion cubic feet (about 2.5 trillion cubic 
feet is necessary as energy source for conditioning, pipeline transport, liquefaction 
and storage and for boiloff during marine shipping).

The Alaska North Slope contains at least 35 trillion cubic feet and may prove 
to contain much larger reserves after companies start to explore specifically for gas.

There is scope for a profitable Phase D of the project The level of 
profitability depends, however, very much on the development costs of the 
additional gas reserves.

It should be noted that apart from 26 Tcf in Prudhoe Bay and 3 Tcf in Point 
Thomson, the remainder of the current reserves is in relatively small fields which 
would high development costs per Mcf. Furthermore, Prudhoe Bay gas are also 
needed as fuel for the oil operations.

5.7 MAIN ADVANTAGES AND DISADVANTAGES OF THE ALASKA 
PROJECT

The main advantages of the Alaska project are:
— the potential ability to invest under consolidated tax conditions,
— the ability to raise financing under relatively favorable terms, and
-- the availability of a large proved gas reserves which do not require 

substantial initial incremental investments for production.
The main disadvantages of the Alaska project are:
— the need for a high cost long distance gas pipeline in order to connect the 

gas to the coast,
— the required large size of the project, which results in a ramp up speed 

which is slow on a total project basis compared to other projects and results in 
increased market risk, and

— the lack of additional condensate production along with the gas 
production, and the existence of a liquid penalty because early gas production will 
result in a low er recovery of liquids



6. I N C R E A S I N G  P R O F IT A B I L I T Y

In order for the Alaska LNG project to take place the competitiveness and 
profitability of the project have to be increased. This can only be achieved on the 
basis of:

a) an active program on the part of the corporations in-order to 
evaluate whether costs can be reduced, and

b) a cooperative approach between the State Government, the 
Federal Government and the local governments with respect to improving fiscal 
terms and reducing project risk.

Unless all four parties are willing to make a contribution to increasing the 
competitiveness and reducing the risk of the project, it would be difficult to reach 
the minimum objectives.

The increase in competitiveness should be primarily achieved by reducing 
the government take on the downstream portion of the project. By reducing the 
government take on the downstream, the netback value will be increased which in 
turn will lower the cost overrun risk and the price risk. This risk can be further 
reduced by reducing the upstream government take under conditions of low netback 
prices.

6.1 ST ATE AND FEDERAL INCENTIVES

The State and the Federal government could seek to improve the 
competitiveness of the project considerably by solving two important issues:

— the slow rate of depreciation, and
— the high combined tax rate.

6.1.1 ACCELERATION OF DEPRECIATION

The depreciation should preferably be brought in line with worldwide 
conditions for LNG plants. This means that an accelerated depreciation of 20% 
straight line per year should be the target. The change in depreciation should be 
proposed in such a way that it does not result in impacts on other tax payers.
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This can be achieved by:
— targeting the liquefaction plants and the LNG carriers for 

accelerated depreciation, or/and
— targeting a specific class of “ frontier projects”  or “ LNG projects”  

for an accelerated rate.
The CRS has already some discretion to specify accelerated depreciation for 

certain classes of assets and therefore such a change may not require new Federal 
legislation.

6.1.2 TAX CREDITS

The negative impact of the high overall tax burden could reduced by 
introducing a tax credit. A total State and Federal Lax credit of 10% could be 
proposed. A tax credit would be a highly effective way to stimulate the project since 
it is an excellent mechanism to lower the net after tax investment cost of the project.

6.1.3 FEDERAL JUSTIFICATION

There is ample justification for the above measures from a Federal 
perspective. As a result of the tax improvements, the Alaska North Slope project 
will come one step closer to reality. The project would establish for the Federal 
Government a very significant new source of taxable income. The project would 
generate on an undiscounted basis billions of dollars in corporate income tax for the 
Federal Government. Based on a S 12 billion and S 3.50 per Mcf scenario, the 
project would generate S 26.7 billion in tax income for the Federal Government over 
a 30 year period.

6.2 STATE AND LOCAL INCENTIVES
6.2.1 PROPERTY TAX

The State of Alaska and the municipalities could improve the project 
economics substantially by reducing the property tax.

The State may wish to make the entire project tax exempt for property tax 
purposes. The local governments could at least eliminate property tax during the 
construction period as well as the ramp up period.
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Additionally one should consider a property tax holiday of 10 years from the 
end of the ramp-up period. However, one might consider a compensation package 
for the municipalities for this benefit.

For instance, the compensation could be in the form of “ free”  natural gas 
delivered to the municipalities at the pipeline in exchange for the property tax 
holiday and in lieu of the payment of property tax. Also agreement would need to 
be reached on the detailed calculation methods of the property tax.

There would be ample justification for the proposed measures from the point 
of view of the local governments. The project would bring considerable employment 
and business opportunities and would provide low cost clean energy and a 
considerable future source of property tax income.

6.3 STATE INCENTIVES
6.3.1 RELIEF ON MINIMUM SEVERANCE TAX

The State could remove the minimum severance tax in order to enhance the 
ability for the sellers of the gas to negotiate the lowest possible minimum sales price 
in case of oil price declines. Asian buyers are very concerned about minimum sales 
prices.

6.3.2 ROYALTY AND SEVERANCE TAX RELIEF

The current 12.5% royalty and the 10% severance tax are front-end loaded 
The project risk could be reduced and the profitability under low netback 
conditions could be enhanced with a lower fiscal burden under these conditions. 
This relief is part of a more general restructuring of the royalty and severance tax to 
be described in the next chapter.

6.3.3 DETERMINATION OF NET BACK VALUE FOR ROYALTY AND 
SEVERANCE TAX PURPOSES

It can also be recommended to establish a more detailed and specific system 
on how the netback price for royalty and severance tax purposes would be 
calculated. The netback price should be based on the principle that each of the 
downstream components of the project should be a viable business by itself. A cost 
of service type rate of return should be included in the calculation of the cost of 
marine shipping, liquefaction, pipeline transport and conditioning for royalty net 
back value purposes.
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The cost of service should be based on the assumption that the downstream 
operations are relatively low risk and that producers assume most of the project
risks.

Such a calculation could result in a “ deemed tariff’ for these services for the 
purpose of royalty calculations.

The “ deemed ta riff’ should apply regardless of whether the project has an 
integrated project structure or not. Therefore, the deemed tariff could be equal to 
or different from the actual tariffs or rates that would be charged from time to time.

6.4 TIME UMITS AND WORK COMMITMENTS

A significant fiscal restructuring would be required in order to achieve the 
objectives of the State of Alaska. Most of these changes can be suggested as 
permanent changes to the fiscal system.

However, one may wish to establish some time limits on certain specific fiscal 
benefits which are being provided as a specific incentive for the LNG project.

Also it is important that the State of .Alaska insist on a work plan on the part 
of the future investors in exchange for the fiscal benefits. The main objective of the 
fiscal improvements is to push the project forward. It is important that the 
producers demonstrate their willingness to make modest investments in feasibility 
work and studies.

7. IN C R EA S IN G  FA IR N ESS  AN D  R ED U C IN G  RISK

As indicated earlier Alaska should aim for obtaining the highest possible 
share of the economic rent commensurate with other economic objectives. A back­
end loaded and progressive system could help in achieving these objectives. At the 
same time such systems reduce project risks for the investors.

7.1 CREATION OF BACK END LOADING

One could recommend to replace the current royalty and severance tax with 
a single back-end loaded and progressive royalty. This would provide a 
simplification of the fiscal system.
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The single new royalty could be made more progressive back-end loaded by:
— removing the severance tax for gas,
— introducing a higher royalty in combination with a higher royalty 

allowance, and
— by making this royalty time related.

7.2 CREATION OF PROGRESSIVITY AND BACK-END LOADING

Very important variables in the creation of economic rent are the CEF price 
of gas and the downstream costs. A high price and low downstream costs create 
automatically a large economic rent It is in the interest of Alaska to capture a large 
share of the economic rent that might be generated.

The royalty could be made more sensitive to the netback value by increasing 
the current allowance of $ 0.18 per Mcf to, for instance, S 0.60 per Mcf. The 
average project royalty could be increased at the same time to, for instance, 30%.

This average royalty could then be re-distributed over a time frame related 
to the project. The royalty could start at 5% during the construction and ramp-up 
phase and could go up to rather high levels of say 40 - 60% depending on the 
detailed provisions of the formula that is applied. Such a formula needs careful 
consideration.

The creation of a progressive and back-end loaded royalty system make the 
determination of the net-back value for royalty purposes an essential component of 
the overall fiscal system, as already discussed in section 6.3.3

Also it should be recognized that the royalty would apply under the umbrella 
of a specific agreement ou the Phase I royalties only. The royalties applicable to a 
possible Phase n  should be judged on the basis of the economic conditions existing 
at the time that the decision about Phase II is being made and should take into 
consideration the need for possible considerable incremental investments to put new 
gas fields on stream.

Finally, it should be noted that the specific royalty formula needs to be 
designed in the context of the total fiscal package and should therefore be based on 
the final form of agreements reached between the levels of government.
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8. N O N  F ISC A L ISSU ES

8.1 STATE PARTICIPATION
The State has currently a 12.5% royalty interest and therefore owns 

currently 12.5% of the gas. The State could consider co-investing in certain phases 
of the project on a 12.5% basis.

The most obvious targets for co-investment would be the pipeline and the 
liquefaction plant. The pipeline is the highest risk component of the project with 
respect to cost overrun risk. A participation of the State in the pipeline and the 
liquefaction plant would reduce project risk.

Alaska does not have a State company. The only possible equity source for 
possible co-investment would be the Permanent Fund. The current rules under the 
Permanent Fund would not permit such a co-investment. Alaskans may wish these 
rules to be maintained.

The Permanent Fund is not taxable. The Fund would not benefit from any 
possible accelerated depreciation or tax credits. Nor would the Fund benefit from 
deductions for tax purposes. Therefore the Fund would co-invest on a stand alone 
basis. This has a negative impact on the ROE. At the same time, however, the 
Fund would not pay tax, which has a positive impact.

The co-investment by the Fund could be an attractive proposition for the 
Fund, relative to the economics of the private investors participating in the same 
project.

The participation could help in sharing risk and could be an element in a 
fiscal stability arrangement.

The participation by the State of .Alaska in the project would also enhance 
the confidence of the Asian buyers in the Alaska project, since it would be perceived 
as evidence of Alaska support for the project.

8.2 STATE FINANCING

An important provision that is available to Alaska is the fact that the State 
can arrange for financing packages whereby interest is not taxable on the part of the 
lenders. This creates the opportunity for borrowing at a lower rate. The ability to 
borrow under such conditions is limited however to specific purposes, such as ports 
and infrastructure. Some aspects of the project may be financed in this manner.
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Also the distribution of risks and benefits of the State of Alaska is very 
different from the private investors. The State of Alaska will benefit from Phase II. 
The specific initial project investors might or might not.

Therefore, the State of Alaska could assume project risk by partially 
financing the project with long term loans.

The atractiveness of the project could increase if the State could use such tax 
supported financing and can assume project risk by lending under favorable 
conditions.

8.3 INFRASTRUCTURE DEVELOPMENT

Some governments in the world have promoted the LNG exports through 
very considerable direct infrastructure or project support. Qatar constructed an 
new S 1 billion port. Indonesia assumes the construction and financing costs of the 
liquefaction plants and charges private investors for liquefaction on a cost basis.

The State of Alaska may be able to provide similar support to the project. 
This may be the case for improvements in the port in Valdez or similar 
infrastructural works.

8.4 FISCAL STABILITY

The ANS LNG project will not occur without a significant enhancement of 
the stability of the fiscal terms. The profitability of the project depends entirely on 
a comprehensive set of fiscal and financial measures. Without these measures the 
project is uneconomic. As a result, there has to be an acceptable degree of fiscal 
stability before investors can risk the investment in such a large project.

This fiscal stability does not exist at this time. The State of Alaska has the 
unilateral right to change taxes. This applies to severance taxes, property taxes 
and corporate income tax. All these taxes arc major components of the fiscal 
structure.

Even if the current government would agree to a new fiscal package, the 
next government could change it. The State of Alaska could therefore take a 
number of measures that would help in establishing an environment of fiscal 
stability. Several measures are possible.
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8.4.1 G E N E R A L  B U D G ET

Fiscal stability risk increases dramatically if the investors perceive that the 
government strongly needs additional revenue sources. A very important step in 
creating an environment of fiscal stability is therefore to develop the government’s 
finances in such a manner that investors perceive that the State’s income and 
State’s financial resources will reasonably cover the State’ s outlays during the first 
20 years of production of the project.

8.4.2 CONSTITUTIONAL BUDGET RESERVE FUND

The current Constitutional Budget Reserve Fund of S 3 billion is a stabilizing 
factor. It would reduce perceived risk if this fund could be maintained on the basis 
of prudent budget management

8.4.3 FISCAL STRUCTURE

The overall nature of the fiscal structure helps in maintaining fiscal stability. 
A progressive and back-end loaded system is more stable than a regressive and 
front-end loaded system. The pressure for more government income over time is 
satisfied with a back-end loaded system, which automatically adjusts over time to 
higher levels of payments to government.

The fiscal stability is also enhanced with the development of a progressive 
system that provides for a Fair sharing of the economic rent under a wide range of 
conditions. The perception of fairness of the system on the part of the public is one 
of the best fiscal stability factors.

8.4.4 A SPECIFIC STABILITY AGREEMENT

One of the great advantages of the production sharing and joint venture 
agreements in Asia and the Middle East is that it arc agreements with a state 
company. The state company can agree to provide fiscal stability to the investor 
regardless of the actions to be taken by the national government.

Alaska could introduce a similar type of agreement. However, in this case 
the agreement would have to be directly with the State. It is an open question as to 
whether the Constitution permits such a contractual arrangement. The 
Constitution imposes some limits on the ability of the State to commit itself 
irrevocably to certain levels and kinds of taxation. Any agreement binding future 
legislators would most likely be considered un-constitutional or politically 
unacceptable by some legislators.



-- the State Legislature could pass a law permitting the government 
to enter into fiscal agreements for specific projects for a specific time period, for 
instance, no longer than 25 years ( 5 years for development and 20 years 
production),

— any such agreements would have to be specifically approved by the 
State Legislature,

— if the fiscal system changes in the future, such changes would not 
be applicable to the project for which the agreement exists and such agreements 
would be “ grandfathered” under any such new law changing the fiscal system,

— it could be understood that the agreement could only be canceled 
or amended on the basis of a specific new law by the State Legislature.

This process does not provide for absolute fiscal stability, but it would come 
as close as one could reasonably hope for in the North American context. A formal 
agreement with the investors signed by the State and approved by the State 
Legislature would have a tremendous moral weight and it would be very damaging 
for the image of the State if the agreement would be unilaterally canceled or 
amended.

It seems that a reasonable m idd le ground could he the fo llow ing:

8.4.5 FINANCING TACKAGE

The long term State supported financing package may help to solidify the 
fiscal stability. The package may include certain conditions that would link the 
package to the fiscal stability. Since the State of Alaska would have guaranteed the 
financing package to the lenders, this would create considerable additional comfort 
on the part of the investors that the fiscal stability will “ hold” .

8.4.6 PARTICIPATION
The equity participation provisions could be part of the overall fiscal stability 

agreement.
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9. C O N C LU S IO N S

In order to make the Alaska North Slope LNG project economic, three 
objectives have to be achieved:

1. The costs of the project have to be reduced substantially. The 
cost reduction should be preferably from S 15 billion to S 12 billion (in constant $ 
1997)

2. The profitability of the project has to be improved through a fiscal 
package in which the Federal, State and local governments cooperate.

3. The risks of the project have to be considerably reduced.

9.1 COST REDUCTION
The analysis indicates that the rate of return of the project could be 

increased from about 9%  to 11% through a cost reduction from $ 15 billion to $ 12 
billion. The producers of the North Slope gas could therefore make a significant 
contribution to the project by evaluating whether the project could be launched at a 
much lower cost. This will require more detailed feasibility work. Cost reduction 
from the current estimate of $ 15 billion is essential if the project is to proceed.

9.2 IMPROVEMENT IN FISCAL TERMS
The application of all the improvements in fiscal terms discussed in this 

report will result in an increase in the Project ROR with more than one percentage 
point. The following table illustrates how the ROR could be improved relative to 
the current situation:

IMPROVEMENT IN ROR
Price Scenario (S/MMBtu) $3.50 $3.90
Alaska - $ 12 biilion 
Current Terms

10.8% 11.6%
Alaska - $ 12 billion 
Improved Terms

12.1% 12.9%
Hurdle Rates 12.0% 14.0%

It can be noted how a $ 12 bilfion project at a price of $ 3.50 per MMBtu 
would be slightly t /er the risk adjusted hurdle rate of 12%.
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For the $ 3.90 scenario the desirable target rate would still not be reached, 
which means that the Alaska LNG project still would not compare very well with 
other LNG projects around the world under this price scenario or higher price
scenarios.

On the other hand, the project rates relatively better under lower price 
scenarios and would rate very high on a ROE basis. Also the minimum netback 
price of about $ 0.90 per Mcf would be far exceeded at the S 3.90 CDF price level.

9.3 REDUCTION OF RISK
The proposed fiscal structure reduces cost overrun risk and price risk.
The State of Alaska could reduce project risk further through a detailed 

contractual arrangement with the producers, involving fiscal stability and a 
detailed definition of terms, including detailed calculation procedures for all fiscal 
components.

Based on such a package that involves considerable risk reduction companies 
may be prepared to consider a risk adjusted hurdle rate of 12%, based on CDF 
prices of S 3.50 per MMBtu.

The combination of improved fiscal terms and risk reduction may result in 
an overall situation where the project would be considered profitable and attractive 
by the producers. From that point onwards it would be the actual development of 
LNG market conditions that would determine when the project could be launched 
in the 2005 - 2010 time period.

9.4 OTHER FACTORS
Apart from the three factors indicated above, further factors could help in 

bringing the project about.
A shorter ramp-up time of 4.5 or 5 years could add another 0.5% to the 

Project ROR. Based on the new fiscal package and the risk reduction agreement 
with the State of Alaska, it might be possible to convince buyers that a faster ramp 
up would be attractive.
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Attractive financing arrangements could further help the project by 
improving the profitability on a Project ROE basis. The rating of the Alaska project 
could be unproved considerably on an ROE basis, due to the favorable US tax 
treatment of financing and the fact that more favorable financing conditions can be 
assumed. The State could help with providing financing for some project 
components.

It should be noted that CEF gas price increases would not necessarily help in 
bringing the project closer. Other LNG projects in the world would benefit equally 
from price increases and because of the smaller size and faster ramp up of these 
projects the positive impact of price increases is stronger for such projects. This 
means that it would not be a good strategy for Alaska to simply wait for higher gas 
prices.
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