OIL AND GAS LEASE SALE 85A

December 1996-February 1997 « Kenai Peninsula, Alaska

BaCkground . : . After a lawsuit was filed in November, a review of the lease sale process
There are several primary steps in the Alaska oil and gas lease sale /85 conducted and the administration determined that ADNR had met

cess. The firstis for the State to produce a "Best Inte_rest Finding fo%?atutory and regulatory public notice and Best Interest Finding require-
pgrtlcular area. It may take 3-5 years to complete this docqme_n L O f&nts. However, the local public’s perception differed sharply. There
W|th LeaflefSa:Ie 85(;6\,_ it mayttalfje ?nly _12'}]‘8 modnthsd Theho?JeCt'\éi.'S&Pdn’t seem to be a collective awareness by Kenai Peninsula residents
lrevu?w all facts an |sstl;]es 0 de errgl_n(: I, altn ;J:I erkw g c_on t'hlo'%out the specifics of the lease sale, such as which parcels were for sale
€asing an area serves the needs and Interests ol Alaska. buring the Er?&RNhat mitigation measures were required. Consequently, there was a
Interest I_:mdmg_ process, the Alaska Depqrtment of Natural_ Resour@%wing sense that government had “rolled right over” the communities.
(AD.NR) IS rgqu&rid E[?] provtl:il_e ar_:_ﬁxplan?tl?n O_f htﬁw I ionls'delrEd_l?Another perception that residents held was that the State didn’t care what
ery Issue raised by the public. € next step 1s the actual sale. htﬁ@y said. Much of this was due to the perceived lack of responsiveness

finally, there’s the permitting process for any actual exploration and om the correspondence and comments sent to ADNR and the Governor
velopment. More than 100 permits may be required from different age(ﬂ]ring the June through October 1996 timeframe

cies to develop a site for production. This, too, can take years and has a

n_umber of pL.Jb“C comment and input requirements. Ir_] total, it is pol%fTany community members and stakeholder representatives later identi-
sible for an oil and gas lease sale process to precede oil and gas deV('nrI

by 6-8 S8 additional process issues, such as the lack of government respon-
ment by 6-6 years. siveness, public disenfranchisement, and lack of good communications.
Others viewed the problem as a public policy balancing act between en-

The Problem vironmental concerns and economic development. And still others saw a

In July and September 1995 an'd again |n_ May 1996, environmental HEed to ensure that technical issues were addressed to make certain oil
terests and southern Kenai Peninsula residents sent letters to ADNR QHS gas development was conducted in a safe manner

the Governor regarding their concerns. In June 1996, they also submit-

ted formal comments on the preliminary Best Interest Finding. In NQs'overnor Knowles and ADNR Commissioner Shively also saw this as a
vember, central Kenai Peninsula residents also began voicing their cg Sblem. They believed the legal requirements had been met but were
cerns about the State's oil and gas Lease Sale 85A that was to be aced with substantial opposition and vocal frustration from Kenai

g_ecemtiﬁr 1|8f |$or?efo}1;the_ IeaTes W?Je Iltterally on the banks of the Kqf"@\llinsula residents. This was why they decided to conduct a collabora-
lver—the “lieline ot meninsuia residents. tive process and work with representatives of the affected interest groups

as well as Peninsula communities. This case study describes that effort.
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Lease Sale 85A: The Issues » Water consumption and flow levels might be inadequate to sustain
Numerous issues were identified from the testimony presented by cendish populations.

tral Peninsula residents to ADNR’s Division of Oil & Gas in a publie Development of permanent roads without any public notice.

hearing held on December 5, 1996, and followed up in a letter from cen-No visual or noise pollution mitigation measures for residents or visi-
tral Peninsula community residents to Governor Knowles dated Decem-tors of the area.

ber 13, 1996. Concerns and issues had also been submitted as commergafe use of explosives.

on June 10, 1996, in response to the preliminary Best Interest Finding

and in the lawsuit filed against the state. Other issues were expressefirtother issue raised pertained to the process for waiving mitigation mea-
Governor Knowles in a public meeting arranged by Homer Mayor Cushisgres. However, at one of the public meetings, a resident pointed out that
with Governor Knowles. Phrases like “flawed process” or “only recentlixkDNR had provided 11 opportunities to seek exceptions to the proposed
learned” about the proposed lease sale were commonly heard. In awmitigation requirements during the Lease Sale 85A process. The con-
veying their concerns, some community members distinguished betweenn was that it might be too easy and be done without public input.
process, mitigation, and implementation and monitoring concerns. Therefore, the effectiveness of the measures might be reduced.

Process Issues Monitoring and Implementation Issues
Given the Homer area’s historical opposition to oil and gas developmériie primary concern was that insufficient data existed to establish a
based partly on the expectation that the oil and gas industry would disseline for trends and monitoring. Suggestions were made that suffi-
place local culture and economy, it was perceived that the Best Intereisint monitoring be conducted and that an independent process for moni-
Finding process ignored the local public’s desire. toring industrial development should be implemented. It was recognized

that such an effort would require a collaborative working relationship on
In the central Peninsula, although 17 notices were placed in the classifiee part of government, industry, and communities to review the oil and
section and additional display ads were printed in Peninsula Clarion ogas development process with the intent to improve it for all concerned.
the previous 29 months, these notifications were unclear. There was no
mention that the “proposed sale included a corridor twenty miles wide
that follows the course of the Kenai River.” The Public Official’s Dilemma:

What to do when everybody’s right?

Residents were frustrated with the process, because they believedRhbblic decision makers often find themselves faced with difficult deci-
lease sale schedule didn’t provide them with sufficient time to develgons. In the case of Lease Sale 85A, the State believed all legal require-

meaningful input that could influence the outcome. ments had been met, and substantial time, effort, and resources had gone

into development of the lease sale both by the State and industry. Yet,
Mitigation Issues community spokespeople had clearly articulated their concerns and had
The primary concern was that mitigation measures were inadequdatene so in a constructive manner, conveying legitimate questions and
Several items specifically noted were: issues they believed had not been addressed satisfactorily.

» Dirilling setbacks along the Kenai River were only 1/4 mile, while
others within the Cook Inlet Basin were 1/2 mile.
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From ADNR’s perspective, after listening to the communities’ concernBased on the ensuing discussion and additional conversations, the Gov-
it was able to refer to the Final Best Interest Finding’s report and showamor decided to hire someone not affiliated with ADNR. By doing so, it
detail how most of the concerns raised by the communities were actuailgs hoped that a credible communication link between residents and the
addressed and had been thought through. Department would develop. Further, this individual would have special-
ized expertise to help design and facilitate the problem-solving process.
With the lease sale date fast approaching, the Governor was underAs-a result, public meetings would be more constructive than in the past.
creased pressure from community residents to either postpone or widevernor Knowles chose Mr. Gene Burden, an attorney-mediator, who
draw tracts from the sale. By looking at both sides, first that the commwieuld act as a third-party neutral. As a former Alaska Department of
nities had raised numerous valid concerns and, secondly, that there vireironmental Conservation (ADEC), Commissioner and executive with
substantiated reasons to believe that ADNR had done its legally requitied oil industry, Mr. Burden’s knowledge about Alaska’s oil and gas de-
job, the Governor made a decision. He decided to conduct the lease galepment and environmental laws and regulations was well regarded.
as planned on December 18, 1996, and immediately imposed a 90-day
moratorium in which no exploration drilling permits would be issued.
During this time, the State would work with the communities in hopes pf A mediator’s role is largely to open lines of communications; p
resolving their issues. mediator does not make decisions about the issues at hand. |tis
most beneficial to use a third-party neutral when emotions ryn
high or when there is a history of miscommunications, lack of
The Commissioner and Kenai Peninsula Residents: credibility or distrust, or when there are numerous, complicated
Are we willing to solve problems together? issues that need to be sorted out.
At this point, Commissioner Shively was faced with a number of issues:
» A 90-day window in which to meet the objectives set out by the Gov-

ernor.
* Repair the State’s credibility with Kenai Peninsula residents in order
to have constructive and productive discussions. Stakeholders Process

» Clearly identify and understand the key issues Kenai Peninsula reStep 1
dents were concerned about and work with them to jointly resolve t@®nduct independent project assessment. The mediator interviewed af-
issues. fected community members and leaders to help identify and clarify the
issues. Based on the information collected and constraints (such as time
On January 16, 1997, now 28 days into the moratorium, Commissiorzerd resources available for travel and conducting additional meetings),
Shively met with constituents at a Kenai River Special Management Ardkee Commissioner and Governor’s staff, in consultation with the media-
Advisory Board (KRSMA) meeting. The Commissioner presented sonter, decided on the following approach.
ideas about how they might work together and asked: What would a
responsive public process be? Step 2
Select stakeholder representatives who would be charged with develop-
ing recommendations to address issues brought forward by community
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members and others identified during the stakeholders process. The 8ikp 4
lowing individuals were appointed to the panel by the Governor bas&dbmit recommendations to the Governor for his review and revisions
on their knowledge about the issues and ability to act as problem solvevghin the 90-day time frame.

Environmental Groups: Ann Rothe, Trustees for Alaska
Alaska Oil and Gas Association: Kevin Tabler, Unocal
Industry/Small Business: Mike McBride, Homer Outcomes
Sports Fishing: Ben Ellis, Kenai River Sportfishing In addition to meeting the target date, the panel agreed to some general
Association ground rules on how they would conduct business with each other prior
Native Corporations: Al Hastings, Cook Inlet Region, Incto tackling the problems identified with Lease Sale 85A. This seemed
Commercial Fishing: Ken Castner, Homer important given the diverse viewpoints represented in the stakeholders
Private Landowner: Charles Quarre, Kenai Watershed process.
Forum
Observer Status: Steve Planchon, Mental Health ~ Samples of the ground rules agreed to were:
Trust Authority « ADNR will implement proposals that have full consensus, subject to

any existing legal prohibitions.
Arepresentative from an Alaska Native constituent group was also askedParticipants will be expected to disclose all pertinent information,
to participate, but declined. The others accepted the Governor’s appointlisten and keep an open mind, be willing to consider alternatives with-
ment and participated in all the public meetings and problem-solving out holding to a fixed position, and agree to keep any agreements that
sessions. (A listing of their recommendations begins below and contin-are made.

ues to page 6.) » Parties will abide by rules of common courtesy with no interruptions,
inflammatory language, or counter-constructive behavior. Stakeholder
Step 3 representatives will be encouraged to take notes as to alternatives to

Conduct three meetings—one each in Soldotna, Homer, and Anchor Poinviews of another stakeholder and present their views during their own
on February 24, 25, and 26, respectively. These communities were chouninterrupted presentations.

sen because of their proximity to the actual lease sale. The meetingd=ormal recommendations from the stakeholder group will only ad-
would be a combination of joint problem solving during the day by the dress those issues on which a consensus recommendation is devel-
stakeholder representatives and public meetings during the evening fronoped.

7-10 p.m. The public meetings aspect was intended to allow a larger

number of residents to identify the problems and help shape the solu-

tions. The joint problem-solving component would provide the appointdgonsensus Recommendations

stakeholder representatives the time to develop recommendations badwsel following 10 items are quoted from the report submitted to the

on the issues brought forward from the communities in November a@vernor by the panel.

December, before the lease sale, and during public testimony. The prob-

lem-solving meetings were scheduled to continue on February 27 imnie-Engineering Standards for New Production Facilities

diately following the three public meetings. The panel agrees that the State should require a minimum standard of
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engineering and materials in the construction of permanent surface piGitizens who participate in meetings associated with the lease sale, or
duction facilities associated with Lease Sale 85A which are not covemtio sign petitions associated with the lease sale, or write letters or call
under existing regulation. We recommend that the Department of Nain+egards to the lease sale, should be added to the State mailing list and
ral Resources or appropriate agency incorporate applicable Americgorovided natification of decisions and reasons as well as notices of planned
Petroleum Institute (API) and/or other industry standards in establishmeetings on the subject lease sale. This list should be made available to
ing these minimum requirements. interested parties.

2. Lease Sale Communications The agency should acknowledge correspondence received regarding the
There should be priority given to provide notification to those who elease sales.
press interest in participating in the process. Public notice of future sales

should include: 3. Seismic Communications
» Use of straightforward language (“Plain English”). ADNR should encourage the geophysical exploration companies to de-
» Use of names in general use. velop a community outreach program.

» Placing graphically interesting display ads in the front section of the
newspapers that would refer the reader to more detailed informatiegh River Surface Entry Offset
in other sections of the newspaper. Subject to the consent of the lessee, the following stipulations should
» The notice should include a map of sufficient detail to illustrate thepply to leases issued in Lease Sale 85A and in all future leases affecting
general characteristics of the area as well as indicate the availabilitthe Kenai Peninsula. Siting of new facilities within key wetland and
of more detailed maps depicting areas in question showing devel@ensitive habitat areas should be avoided; however, in the event of such
ments, roads, streets, and physical landmarks so landowners can idgiting the policy should seek to minimize and mitigate impact(s).
tify his/her parcel.
» The notice should include a description of major habitats and/or sefhe siting of new onshore facilities, other than docks, road, and pipeline
sitive areas (including designated critical habitat areas and wildliferossings, will be prohibited within 1/2 mile of the banks of Harriet Creek
refuges). and the Drift, Chuitna, Kenai, Kasilof, Ninilchik, and Anchor Rivers.

Following issuance of a lease, all landowners within 1/2 mile should & exception may be granted by the Director, with the concurrence of the
notified of planned lease action. Information provided in the announcg@laska Department of Fish & Game (ADF&G) to allow siting of new
ment should include responsibility and rights of landowner and procéacilities within the 1/2 mile if the lessee demonstrates that the alternate
dure to follow to ask for reconsideration by the Commissioner and hdecation is environmentally preferable; however, in no instance will a
to qualify and proceed as an aggrieved party. facility be located within a 1/4 mile of the riverbank.

Permission must be obtained from a landowner before entry onto tiie lessee will minimize sight and sound impacts for new facilities sited
owner’s private lands for inspection. The State shall provide the lantkss than 1/2 mile of the riverbank and areas of high recreational use by:
owner with information as to his/her options as to the course of actionin Providing natural buffers and screening to conceal facilities

the event of damages to the property.

Resource Solutions Case Study 1 +Page 5



» Conducting exploration operations between October 1 and April 3@. Modification of Leasing Strategy Objectives

» Using alternative techniques to minimize impacts Amend the existing objectives to reflect that development anticipated in
a lease sale will be conducted in a manner that protects affected cul-

New facilities that are sited in key wetland and sensitive habitat aretigres, fish and wildlife resources, and existing economies

should be limited to the extent possible. In the event such siting is within

these areas, the lessee should demonstrate to the satisfaction of ABNRegotiated Best Interest Findings Process for Cook Inlet Areawide

and ADF&G that the impacts are minimized or that mitigation measure3il and Gas Leasing.

are provided. A freshwater aquifer monitoring well with quarterly waThe process for securing public involvement in developing the Best In-

ter quality monitoring should be required down gradient of a permanetgrest Finding and formulating mitigation measures shall be improved.

storage facility unless alternative acceptable technology is approved kys the consensus of the parties that this can best be achieved by conven-

ADEC. ing a group of citizens that represent the diverse interests of the Cook
Inlet basin to develop recommendations to the Commissioner for the Best
5. Coordination of Water Quality Monitoring Interest Finding for oil and gas leasing on state lands in the region. The

There is a recognized deficiency of data collection and analysis depiblegotiated Rulemaking Act of 1990 (5 U.S.C. Sec. 581-590) is suggested

ing the water quality of some waterways in the Kenai Peninsula. A coass one of the references to assist in defining the framework of the process

dination of existing data including aquifer data from ADEC, requiredve are recommending.

drinking water tests with other data generated by federal and state agen-

cies, as well as local government and private entities is recommend@d.Tax Credit Water Quality Sampling

The efforts to improve the understanding of the health of the Kenai P&mtities that are 1) currently impacting a watershed, or 2) proposing an

insula water quality and its trends as it relates to human and aquatic ligetivity that could impact the watershed in the future, should receive tax

is important to future resource development, as well as managementuadits for instituting a voluntary water quality monitoring program. The

its many other natural resources. TEexon ValdezOil Spill settlement program must be approved by ADEC and the tax credits would cover

is an appropriate funding source for addressing water quality issues amly direct monitoring costs subject to an annual limit of $100,000 per

the Cook Inlet region. The state should support the presently schedwedr per entity. The sampling program activities must represent actions

“Watersheds ‘97" Conference scheduled for October 1997 to assure thayond those required under any compliance obligations.

it is an effective vehicle for promoting and implementing necessary coor-

dination of data gathering and analyses and a Kenai Peninsula compt®. Recognition for Exceeding Environmental Requirements

nent of the conference should be developed. As an incentive for exceeding minimum environmental requirements, a
company may receive tax credits for 90% of the direct incremental costs

6. Improve Expression of Mitigation Measures in Best Interest Find- of doing the additional work. The appropriate state agency would have

ings to verify that the increased environmental benefits exceed the cost of
The ADNR is recommended to convene a workshop on mitigation maehieving these benefits. Tax credits would be limited to $500,000 per
sures that would include invitations to all interested parties. year per company.
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Lessons Learned have helped shape public decisions. In spite of these attempts to involve
Based on interviews conducted shortly after the stakeholder represeti@-public, the public’s frustration with government’s decisions and the
tives signed and sent their recommendations list to the Governor, soi@eling that it has been left in the dark when it comes to making those
key lessons learned were revealed. What follows is a synthesis of decisions, has reached a heightened level. We find that government is
spondents’ comments. Each is followed by Resource Solutions’ obserest often willing to take a different approach when an issue reaches a
vations, which are based on our general experience about public problaieis and no other options seem to exist. The intervention is, therefore,
solving and national trends. conducted at the end of a decision-making process rather than at the be-
ginning. This is unfortunate because the best strategy for resolving dis-

Although collectively a diverse group, the stakeholder represen- putes is to prevent them in the first place.

tatives appreciated the opportunity the Lease Sale 85A stake-

holders process provided for them to “get to know” each other Commissioner Shively's participation and attendance at all the

and work together on issues important to them. meetings conveyed a sense of importance and credibility to the
This is a fairly typical occurrence. Why? Because until individuals who process that otherwise could not have been achieved.
represent different and often opposing views have an opportunity—@ommissioner Shively’s willingness to devote his time to this problem-
are challenged to “work it out,” they usually do not “know each other3olving process added credibility to the government’s commitment to
Instead, what they know OF each other are stereotypes dependingesvlve these issues. Government has convened many citizen groups
what perspective the other represents, what gets reported in the mealia, initiatives, asked for their time and recommendations, then seem-
and rumors. This lack of relationship perpetuates divisiveness and diggly disregarded their input. Because of this, when government requests
trust and allows public problems to go on, sometimes for years, withdwlp on an issue, it is met with a good deal of skepticism from citizens.
being resolved. This is a fundamental tenant of resolving problemsWhen government decision makers participate in collaborative efforts,
people are much more likely to try to work things out when they knowitizens have a great deal more confidence that the real concerns are un-
each other, and especially when they like and respect each other.  derstood and will be addressed.

Most believed that the stakeholders process occurred too late. Some of the stakeholder participants felt severely limited in their
Some noted that if a similar process had been conducted during options for solving problems because the State had already trans-
preparation of the Best Interest Finding there would have been a ferred a property right (the leases) to private entities. In addi-
good chance the moratorium could have been avoided and the tion, the agreements the panel developed were not binding, but
“last minute” alarms sounded by affected communities might voluntary on the part of the lease holders.

never have “gone off. This, too, is a timing issue. It exemplifies that when a collaborative ef-

Many public officials are beginning to recognize the need for goveriart is convened, the credibility of the process will be affected—either
ment to play a very different role than it traditionally has for the past 4Qositively or negatively. Some stakeholders who felt the collaborative
years. Government, like a society, is slow to change. In generaffort was too late decided to participate because they believed the Com-
government'’s role has been to make decisions on behalf of the publicmissioner and Governor would apply the consensus recommendations to
hasn’t done this in a complete vacuum—public hearings, testimony, eficture lease sales in Cook Inlet.
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There was a good deal of skepticism that the administration will nity to share responsibility for public decisions is linked with a process
actually implement or be able to implement the recommenda- structure that discourages and perhaps even disallows purely selfish, self-
tions made by the stakeholders, even though it has indicated it interest behavior and attitudes, citizens will rise to the occasion. The
will. benefit is twofold: government and the public work together, not against
For Lease Sale 85A specifically, the fact that the lease sale had alreadgh other; and better decisions result. The decisions are better because
occurred added to participants’ doubts. In more general terms, the publadihough government officials have conceptual and factual knowledge,
skepticism has to do with government’s lengthy track record of askiiis the citizens who have day-to-day real life experiences to draw on.
for input and then ignoring it. They are the ones who must live with the changes resulting from public
decisions. Further, if they are part of the process to make these deci-
It's important to be clear about the process. Many of the stake- sions, there is a much higher likelihood that they will abide by them and
holder representatives did not realize that the Governor would a much lower probability that legal action will be taken.
review, and if deemed necessary, revise (in this case added to)
their recommendations. The role of the representative from the Participants preferred the third meeting held at Anchor Point
Governor’s office, who attended the meetings, was also unclear substantially more than the first two. The “informal setting,”
There are three fundamental elements involved with decision making— “no microphones,” and “the free-flowing question-and-answer
the substance or the issue, the process, and the psychological aspectgliscussion helped to build understanding of the issues,” were all
Because of government’s lack of credibility and follow through when given as reasons for this preference.
working with the public, there’s a high degree of skepticism and distrudthis has so much to do with basic human nature. If you had a choice to
This speaks to psychological elements. Whenptloeess seemed to be in a place where you feel comfortable and at ease to ask questions
change (e.g., the Governor reviewed and added to the recommendatigos)re sincerely unclear about, rather than having three minutes to tes-
or when it wasn't clear (e.g., the role of the Governor’s staff person), thiy at a formal hearing, which would you prefer? With so many rural
impacted thepsychological element of the process. Participants theand small communities, this preference for informality may even be more
became somewhat suspicious that outcomes would be altered and theswalent in Alaska than elsewhere.
efforts undone. Government needs to create a good track record of lis-

tening and being responsive to its citizens before this will change. Some key perspectives were missing in the stakeholder process
that caused some disgruntlement and distrust from those not in-
Proving the viability of this facilitated, problem-solving kind of vited to be a representative but were purportedly represented.

process was most often cited as the real accomplishment of the These are issues that are usually addressed in the “convening” stage.
stakeholders process, and many suggested that state agenciesTime and resource constraints severely limited the "convening” step in
could use it in other situations as well. the Lease Sale 85A collaborative problem-solving process. Depending
Although popular opinion may have us believe differently, people acton the complexity of a case, the convening phase itself may take several
ally prefer to be part of a solution. However, the way in which our publimonths. The purpose of this step is to determine who should participate
input process is structured, it actually encourages divisiveness. Mamyd in what capacity.
years ago when this input process was developed, it was not the intent to
magnify differences, but nonetheless, it is the result. When the opportu-
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There was widespread sentiment that this kind of process should

precede decisions being made on major issues where contention

is likely.
In some cases it may be apparent that contention is likely, but in many
it's not. In the case of Lease Sale 85A, the State was probably aware that
residents in the southern part of the Peninsula would raise some con-
cerns. However, the issues from the central Peninsula were somewhat of
a surprise. It may be useful to agencies, or even at the division level, to
devise a checklist or evaluation criteria to determine whether or not an
issue is contentious. If it's a long-term project, it may be useful to have
periodic check-ups and reassess if it's still on track. If there are signs of
trouble, then there should be pathways or options that the agency can
consider taking, before the project gets “derailed.”

Conclusion

Although our government institutions have many capable and competent
employees, the public’'s involvement is the cornerstone of our govern-
mental process. Good public involvement requires more than public hear-
ings and lobbying efforts. It should create the opportunity and responsi-
bility for citizens to work with government officials, with each other, and

in particular, with their opponents. In these situations, a citizen’s respon-
sibility is to make decisions that benefit the larger public; not just their
own self-interests. This isn’'t easy, and it's certainly different than the
traditional roles government and citizens have played. The benefit?
Government officials, elected and appointed, are no longer solely respon-
sible, or the only ones to blame, for the outcome of public decisions.
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