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July 12, 2002

USDA Forest Service
Acquisition Management
P. O. Box 21628, Juneau, Alaska 99802-1628

Attn: Mr. James Smith, RPRA
Contracting Officer's Representative (COR)

Re: PHASE 11 - Fee Development Test of Six Specific Activities
Contract #53-0109-0-00542

Dear Mr. Smith,

As regquested, we have developed fees for the following Alaska Region activities
by the three alternative methods selected for testing:

» Road-based nature tours

¢ Remote-setting nature tours

+ Helicopter land tours

+ Visitor center to include Mendenhall Glacier and SEAVC
e Hunting — brown bear (day use)

e Hunting — mountain goats (camping)

This report is a summary of the data and analyses. The resultant fees are
presented in a comparison grid along with the fees developed for similar
activities under both the National program and the Alaska Region Interim Flat

Fee Policy.

This preliminary task is intended to assist the project team in determining an
appropriate direction for the remainder of Phase IT of the Outfitter/Guide Special
Use Fee Evaluation Project.

Sincerely,
BLACK-SMITH AND RICHARDS, INC.

o it i Ao

Diane Black-Smith, MAI Steven E. Carlson, Appraiser

2 Black-Smith and Richards, Inc.
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Methodologies Selected for Testing
The three methodologies selected for testing are identified as:

1. Bottom-Up Pricing
2. Modified Alaska Region Interim Flat Fee Policy (ARIFFP)
3. Flat Fee Plus Percentage

Because the rationale and application of the alternative methodologies were
‘presented in Phase 1, only summaries are presented here.

Bottom-Up Pricing Method

This method recognizes the per-client-day fees as the price of the client’s use, -
net of the outfitter/guide services. What the outfitter/guide can afford to pay is
directly related to the client’s willingness to pay. The willingness to pay for an
individual’s unit of use (per-day, per-hunt) is evidenced by the unguided user
fees observed in the marketplace — arguably the minimum that a landowner
would accept for a unit of use.

In summary, this method prices (and indirectly values) the outfitter/guide’s use
in terms of what unguided users are willing to pay for an equivalent unit of use
(per-day, per-hunt) for similar activities. Beyond this basic level of price, there
is no distinct element attributed to the privilege of conducting business on
National Forest System (NFS) lands.

Modified Alaska Region Interim Flat Fee Policy

Like the Alaska Region Interim Flat Fee Policy (ARIFFP), this is a top-down
pricing method by which flat fees are derived from calculations that process a
percentage of gross revenues into per-client-day or per-hunt charges. However,
in the ARIFFP (and the National policy) the multiplier (3%) is static. In the
modified ARIFPP, an appropriate percentage/multiplier is developed from a
correlation of rates found in the marketplace. Reconciliation toward a
supportable rate is aided by testing a sample of near-universal activities (e.g.,
general recreation, camping, non-motorized boating, fishing, and deer hunting).
Client-day fees resulting from a percentage of gross revenues can be compared
with the client-day fees developed by the bottom-up method.
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In summary, the modified ARIFFP is a top-down pricing method that indirectly
prices the outfitter/guide’s use as a percentage of gross revenues. The method
does not develop per-client-day prices (or per-hunt) that are higher than what
unguided users pay for similar activities based on market evidence further
explained in this report. As such, the resultant flat fees will not reflect a distinct
element of price attributable to the privilege of conducting business on NFS
lands.

Flat Fee Plus Percentage
In this method, the outfitter/guide fees consist of two components: flat fees that
are developed by the bottom-up method and a percentage of client charges or

gross revenues.

In this method, the flat fee is simply a cost of production, a unit of use that is
acquired from the landowner and re-sold to a client. The percentage component
represents an increment of price attributable to the privilege of conducting
business on the owner’s land. That privilege includes the potential to mark-up,
or profit on, the flat fee component. The percentage component is an effective
mechanism that assures the landowner a share of the unforeseen: potential
additional revenues attributable to inflation and/or changing supply/demand

characteristics,

A fixed rate (or a progression of higher rates) would penalize the more successful
operators and/or those with higher production costs that must be passed on in
the client-day-charge. In contrast, a schedule of declining rates applied to
ascending brackets of revenues would reward entrepreneurial prowess and/or
acknowledge the influence of higher production costs on client-day-charges.

With this method, the landowner receives a minimum level of support from each
operator. After meeting this minimum, the operator is allowed to retain more of
any excess (ascending revenue brackets) that may be attributable to superior
promotion, knowledge, skills, service, or equipment.

4 Black-Smith and Richards, Inc.
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Organization of the Test Report
This test is developed according to the following steps:

1.

Develop value indicators for individual units of use (net of outfitter/guide
services) for application in the bottom-up method. These are also essential to the
other two methods. With the bottom-up method, a fee schedule is developed from
market comparisons of unguided fees for similar activities. The market
comparison process includes the generation of price data by survey and a
correlation to the outfitting and guiding activities recognized by the Alaska
Region.

For the six Alaska Region activities selected, calculate flat fees by both the
National (Options “A” and “B”) and ARIFPP processes using the permit-holder
data provided.

For the six Alaska Region activities selected, develop flat fees by the Modified
ARIFFP method.

e Survey the market and identify a range of percentage rates (multipliers) potentially
applicable to the Alaska Region. The isclation of an appropriate range is aided by
the findings of a 1996 General Accounting Office report (3% is below market) and the
recognition of similar supply/demand characteristics {exclusive versus non-exclusive
permitting).

+ Reconcile the supportable rate as that multiplier which produces the flat fees for a
sample of near universal activities that are closely supported by the indicated values
for individual units of use (net of cutfitter/guide services) developed by the bottom-up
method.

o Apply the percentage/multiplier to the permit-holder data for the six specific
activities selected.

Develop a supportable percentage rate (multiplier) as one of two components of
the Flat Fee Plus Percentage method (Component Method). Distribute a
declining rate schedule to ascending revenue brackets. Calculate fees as the
product of the flat fees developed in the bottom-up method and the applicable
percentage for the revenue brackets.

Summarize the results in a comparative grid.

A central acknowledgement to the analyses is that the broader market (such as
it is) does not exhibit nearly the stratification desired by the Alaska Region. The
predominant practice is the recognition of a few general categories of related

uses.

Based on our research, all activities excepting species-specific hunting,

outfitting, and visitor center tours — can be grouped into the following categories.

Small game, birds & waterfow]l hunting s Camping
Non-motorized watercraft ¢ Fishing
General non-motorized, non-consumptive uses e Off-road motorsports

5 Black-Smith and Richards, Inc.
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These general activity categories are distinguished from the test activities and

our reference to “near universal activities”.

The Alaska Region recognizes a diverse list of specific activities. From this list
the agency team has selected six activities for testing:

¢+ Road-based nature tours

¢ Remote-setting nature tours

o Helicopter land tours

s Visitor center to include Mendenhall Glacier and SEAVC
o Hunting — brown bear (day use)

¢ Hunting — mountain goats (camping)

The broader market does not recognize nearly this level of stratification.
Generally, nearly all fee-based recreation uses, guided or unguided, are
recognized within a fewer number of general activity categories, typically:

e Small game, birds & waterfow] hunting

¢ Non-motorized watercraft

¢ General non-motorized, non-consumptive uses
e Camping

o IFishing

¢ Off-road motor sports

For purposes of our analyses, we have identified four near-universal activities,
three of which are represented by the general activity categories.

e General recreation - non-motorized, non-consumptive uses
¢ Camping

+« Fishing

e Deer hunting (day use and camping)

6 Black-Smith and Richards, Inc.
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INDICATED VALUE OF INDIVIDUAL UNITS OF USE
(developed by the botiom-up pricing method)
FOR THE SIX SPECIFIC ALASKA REGION ACTIVITIES SELECTED

Given the inefficiencies of the sub-markets represented by these activities,
quantitative adjustments for various inequalities cannot be isolated. Value
indicators are derived from a qualitative correlation of the data.

Remote-Setting Nature Tours

The ARIFFP defines this category as “day uses such as hiking, sight-seeing,
photography, wildlife.” These are non-consumptive, non-motorized general
recreation uses. Where western-state parks charge for similar unguided
activities, individual fees range from $1 to $7 per day (see Table 1I). Entrance
fees assessed on a per-vehicle basis range from $2 to $10 per-day. At an average
of 2 persons per vehicle, the rates are diluted to a range of §1 to $5, which is
consistent with the range of individual fees. One private landowner reports
higher fees for specialized activities (e.g., $10 for “canyoneering” and $15 for
river running [see Addenda - Table IV]). But in general, there is little data
available from the private sector for this activity category. In summary, an
appropriate rate lies within the range reflected by the state park data - $1 to $7.
Our opinion is developed from the following observations.

The disparity in prices is primarily attributable to a variety of policy objectives
rather than the relative physical qualities of the park. Some programs are
moving toward higher levels of self-support, others are comparative passive.
While the majority of fee programs are fairly consistent at $1 to $3, the data
suggests users are generally willing to pay higher prices - from $4 to $7.

Recognizing the upper-end indicator as an anomaly (high demand area), the
remaining data suggests a narrower range from $4 to $6.

In the final consideration, the demand characteristics for state parks (higher
concentration of users on smaller tracts of land) are recognized as superior to
those for large tracts of natural land. On that basis, most weight is given to the
low end of the narrowed range (34 to $6) for the purposes of this analysis. In our
opinion, the indicated value for an individual unit of general recreation use
(unguided) in the Alaska Region is fairly represented at $4.00 per day.
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Road-Based Nature Tours

The ARIFFP defines the activity as “day uses such as hiking, biking, sightseeing,
photography, wildlife and nature viewing, and vehicle tours that originate from
road systems.” Like the previous category, the client activities are essentially
the same — general recreation uses. The available data does not support a
distinction between modes of access. In summary, the indicated value for an
individual unit of general recreation use (unguided) in the Alaska Region is $4
per day.

Helicopter Land Tours

The ARIFFP defines this category as “... day use landing tours on land or ice
using a helicopter.” Probable activities of landed clients are some of the same
general recreation uses that are typical of the two previous categories —
particularly sightseeing and wildlife viewing. For general recreation activities,
the market does not distinguish between partial days and whole days (Addenda -
Table II).

In summary, the individual unit of use is similar to those of the two activities
previously described; only the mode of access is different. The relative expense
of access is reflected in the overall client charges, rather than in the net amount
that flows to the landowner for the landed activity of the client. In summary,
the indicated value for an individual unit of general recreation use (unguided) in
the Alaska Region is $4.00 per day.

8 Black-Smith and Richards, Inc.
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Visitor Center To Include Mendenhall Glacier And SEAVC

Summary descriptions are based on our physical inspections of the Begich-Boggs
and Mendenhall facilities and online information on the Southeast Alaska
Visitor Center.

The Begich-Boggs Visitor Center (BBVC) is a good quality, concrete,
interpretive facility in good condition. It is located at Portage Glacier off the
Seward Highway at the head of Turnagain Arm, approximately 50 miles
southeast of Anchorage. The facility features an orientation area, a variety of
exhibits and an observatory. General admission is free and there are no on-site
revenue generators (e.g., retails sales, concessions). There is a nominal $1
admission fee to view a program presented in the theater.

The Mendenhall Glacier Visitor Center (MGVC) is a good quality, multi-
level concrete building in good condition. The wvisitor center is located
approximately 13 miles from downtown Juneau at the end of the Mendenhall
Glacier Spur Highway and has an excellent view of the Mendenhall Glacier. The
facility is improved with a variety of informational exhibits and a movie viewing
area. Admission is $3 per person during the summer season. The movie is
included in the admission fee. There is no charge for hiking the trails or
viewing the glacier from outside of the visitor center.

The Southeast Alaska Visitor Center (SEAVC, a/k/a Discovery Center) is a
good quality, wood-sided, frame building in good condition. It is located at 50
Main Street in Ketchikan Alaska. Features include interpretive exhibits, a
learning center and a bookstore. There is also a 200-person theater where a 14-
minute program is presented. The theater is also used for meeting and lectures
during the winter months. Admission is $5 per person during the summer

season. A $15 season pass is also available.

The general admission fees represent the prices for individual units of use
(unguided). Despite a similarity in general purpose, the fees are inconsistent.
The range ($0 to $5) does not appear to relate to any relative ability of these
three attractions to command price — either on the basis of scope (cost and scale)
or local supply/demand characteristics. This contention is supported by the
following comparison of the ARIFFP fees with the general admission fees.

9 Black-Smith and Richards, Inc.
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Begich-Boggs Visitor Center
Mendenhall Glacier Visitor Center
Southeast Alaska Visitor Center

The ARIFFP fees are derived from outfitter/guide operations. The comparison
indicates that while permit holders promoting and using the BBVC generate
higher fees for the Alaska Region, general admission is free.

For the purposes of our analysis, we recommend the development of a universal
fee for these three Alaska Region visitor centers.

Admission to similar public attractions i1s often free. However, where admission
is charged, fees generally range from $2.00 to $13.00 (Addenda - Table X)
depending on the nature of the attraction, policy objectives, and other sources of

revenue.

The higher end fee data is reflected by museums, cultural centers, and wildlife
viewing facilities. The relative ability of these attractions to command price 1s
perceived as superior to that of the subject facilities. Nevertheless, the data
(Addenda - Table X) suggests that even a program intent on assuring access and
availability to all potential visitors could justify a low-end fee of $2.

In summary, an appropriate unit value for the Alaska Region visitor centers lies
within a range from $2 to $5. Giving most weight to the narrower range from $3
to $5 that is already supported by two of the three facilities MGVC & SEAVC),
the indicated value of an individual unit of use (unguided) for the Alaska Region
visitor centers is $4.

10 Black-Smith and Richards, Inc.
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Hunting — Brown Bear (Day Use)

The ARIFFP fee schedule distinguishes between big game hunts that include
overnight stays on NFS land (hunt w/camping) and day use only. The current
scheduled day-use fee is an index-adjusted $146.23.! Processing the 2001
permit-holder data generates a fee of $165 based on a hunt length of 10 days
(day use only).

The general market does not distinguish between hunts with and without
camping. The activity of hunting is the primary component of price. Camping is
often available at no extra charge. In other words, the available data reflects
prices that include on-site camping privileges. To isolate a fee for the day use
component, we first derive an allocation for the camping component. An average
daily rate (for camping) is calculated from the original ARIFFP fees using the
average hunt w/camping lengths from the 1998 data (9 days; the average hunt
lengths were not reported with the most recent data provided.)

Although this test activity is brown-bear hunting (day use), ARIFFP fees for
other hunts are also analyzed in the same manner to determine if the species is
significant to the allocation to camping.

DR B e
* 1998 Avg., S e
S R ‘Daily. Rate ...
Species ‘Hunt’ g AR
w/Campin C ror -
\ . wiC e 'E | Length. (rd.) | . ~2mPing
Brown Bear $195 ($140) = $55 + 9days $6.11
Mountain Goat $130 ($105) = §$25 + 7 days $3.57
Deer Hunt $70 ($30) = $40 + 5 days $8.00
Mean $5.89

In terms of price order, the allocated daily rates for camping are not consistent
with the fees for hunts with camping or without (day use only). For example, the
highest camping rate is reflected by the lowest price hunt (deer). Based on this
observation, the analysis of the original ARIFFP fees supports an average daily
rate for the camping component of $5.89 per-day — regardless of the species.

A daily rate of $5 is developed for camping as a stand-alone activity (see
Addenda and Table II). The two analyses support a narrow range of fees for

1 Adjusted using the Implicit Price Deflator-Gross National Product Index (beginning 1/1, 01).
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hunt camping from $5 to $5.89 per-day. Recognizing the stand-alone rate
($5/day) as a universal fee for camping, regardless of other activities attached,
most weight is given to this indicator. On that basis, the camping component for
bear hunting is allocated $45 per-hunt ($5/day x 9 days). This component is
deducted from the indicated per-hunt value to isolate the amount attributable to
the day-use for this activity.

Because most of the brown/grizzly bear habitat is on public lands, there is little
private sector data available. However, two examples from the Kodiak
Archipelago reflect fees that are attributable to land use. They are assessed
whether the hunter scores or not.

Landowner “ LandUse Fee .~ .| Conditions A
Afognak Native Corp. $1,325 resident or Non-resident must be accompanied by
Afognak Island, AK non-resident guide.
Koniag,Inc $175/trip resident Non-resident must be accompanied by
Kodiak Isiand, AK $1,250/trip non-resident | guide. Guide is vendor for landowner.

The prices were administratively set. While the fees for non-residents are nearly
the same, the disparity in the fees for Alaska residents reflects different
management philosophies. The land manager for Afognak Native Corporation
acknowledged that the availability of nearby public lands is somewhat of a
limiting factor. Increasing the use fee is essentially an experiment.

In summary, a wide range of values is reflected. The low end is established by
the updated per-hunt rate already supported by the Alaska Region permit
holders - $165 for day-use only (based on the 2001 data provided). The upper
end is established by the rounded average of the two Kodiak Archipelago rates -
$1,290. Adjusted to exclude the camping component indicates a per-hunt, day-
use fee of $1,245 ($1,290 - §45).

Given the limited availability of data, it is difficult to narrow this broad range
toward a supportable rate. But the process is aided by an examination of other
fee schedules that are remarkably consistent in illustrating the ability of a
species to command price (Addenda - Table XI). Premiums are supported by
hunter perceptions of scarcity and the relative quality of the trophy.
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Deer hunting is nearly a universal activity from which a number of price
relationships can be observed. The indicated value of an individual unit of use
for deer hunting in the Alaska Region is $125 per hunt (developed by the bottom-
up method in the Addenda and from Table VIII). In the following table, fees
from Table XI are compared in order to calculate multipliers or adjustment

factors.
' Deer | Brown/Grizzly | Adjustment

T - Bear Factor
ARIFFP.(index adjusted —includes camping) | ~$73.11 $203.67 x2.79
Alaska Non-Resident Tag Fee $150 $500 x 3.33
Alaska Non-Resident Alien Tag Fee $200 $650 x 3.25
Afognak Native Corp. (Kodiak Isl.) - Land-Use Fee $125 $1,325 x 10.6
Koniag Inc. (Kodiak Isl.) - Land-Use Fee $175 $1,250 x 7.14
British Columbia Trophy Fee $38 $250 X 6.58

Given the adjustment factor of 2.79 reflected by the comparison of the ARIFFP
fee, the other fee schedules are consistent in their indication that the per-hunt
fee for brown bear hunting under the ARIFFP is below what the market would
support.

The comparisons reflect a range of adjustment factors from 3.25 to 10.6. On one
hand, the upper end adjustment factors reflected by the land use fees deserve
the most weight. Comparisons of “tag” or trophy fees generate lower multipliers.
On the other hand, the upper end factors can be attributed to comparatively
unique supply/demand characteristics. Brown bears are a limited resource as
evidenced by the bag limits in the Alaska Region game units.

. . BagLimit

One bear every four regulatory years

1 Southeast mainland by permit (registration)

2 Prince of Wales Island No open season

3 Petersburg-Wrangell No open season

4 Admiralty, Baranof & Chicagof Isls. One bear every four regulatory years

by permit (registration)
One bear every four regulatory years
by permit (registration)
6A-C | Gulf of Alaska to PWS One bear every regulatory year (license)
. One bear every four regulatory years
6D Western Prince Wm., Sound by pernfit (registra tion)y
One bear every four regulatory years
by permit (registration)

5 Yakutat

7 Seward

13 Black-Smith and Richards, Inc.
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However, permits in the Alaska Region game units can be obtained by
registration. In contrast, while bag limits in most of the Kodiak Archipelago are
the same, permits are issued via a drawing process. In addition, Kodiak is more
widely recognized for trophy bears. On that basis, the supply and demand
characteristics in the Archipelago favor higher prices. The adjustment factors
reflected by those land use fees are above an appropriate range for the Alaska
Region. Recognizing a narrower range from 3.25 to 7.14, a mid-range factor of
5.2 (rounded) is applied in the following calculations.

Indicated value of an individual unit of use for deer hunting $125
in the Alaska Region (includes camping)

x Adjustment Factor x52
Indicated value of an individual unit of use for brown bear hunting $650
in the Alaska Region (includes camping)

Less: Allocation to the camping component ($5/day x 9 days) ($45)
Indicated value of an individual unit of use for brown bear hunting $605

in the Alaska Region (day use only)
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Hunting — Mountain Goats (Camping)

In the original ARIFFP schedule, the per-hunt fee for mountain goat hunting
with overnight camping on NFS land is $130. With an index adjustment, the
current fee is $135.78. Processing the most recent data generates a fee of $115.

Because the terrain typical of mountain goat habitat is generally not suitable for
economic uses, little of it has found its way into private ownership. As a result,
comparable data is limited. Following the methodology applied in the
development of the day-use hunt fee for brown bear, adjustment factors are
developed from the following comparisons reconstructed from Table XI.

Deer | Mountain .. ‘:"Adjggtnient
: Goat " Factor
ARIFFP (index adjusted — camping incl.) $§73.11 $135.78 1.86
Alaska Non-Resident Tag Fee $150 $300 2.00
Alaska Non-Resident Alien Tag Fee $200 $400 2.00
Afognak Native Corp. (Afognak Isl.) Land-Use Fee | $125 $2002 1.60
British Columbia Trophy Fee $38 $100 2.63

The comparisons are consistent in supporting an adjustment factor of 2.0 above
indicated value of an individual unit of use for deer hunting in the Alaska
Region (developed by the bottom-up method in the Addenda and from Table
VIID. The per-hunt rate for mountain goat hunting in the Alaska Region is
calculated as follows:

Indicated value of an individual unit of use for deer hunting $125
in the Alaska Region {(includes camping)

x Adjustment Factor x 2.00
Indicated value of an individual unit of use for mountain goat $250

in the Alaska Region (includes camping)

2 The State of Alaska fee schedule for non-resident game tags equates elk with mountain goats.
The land use fee for hunting elk on Afognak Native Corporation (ANC) is $200. Like the
tag/trophy fee schedules, ANC’s elk hunting fee is higher than for deer and less than for bear

15 Black-Smith and Richards, Inc.
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SUMMARY (TABLE)
The indicated values for individual units of use (developed by the bottom-up
method) are summarized in the following comparative grid.

Bottom-Up | Original | Index Adj.

Code? Prices ARIFFP | ARIFFP
Test Sample Activity Schedule 2002
Road-Based Nature Tours A $4.00 $0.50 $0.52
Remote-Setting Nature Tours B $4.00 $2.50 $2.61
Helicopter Land Tours E $4.00 $2.50 $2.61
Visitor Center Mendenhall & SEAVC| L $4.00 $0.50 $0.62
Hunting — (day use) Brown Bear P $605 $140.00 | $146.23
Hunting (camping) Mountain Goat U $250 $130.00 $135.78

Note: Because neither Option A or B of the National Policy assigns flat
fees to specific activities, they can only be compared on the basis of the
total revenues generated to the Alaska Region (see page 25).

3 Activities are "coded" by the Alaska Region for data entry and analysis purposes.
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ANALYSIS OF PERMIT HOLDER DATA AND CALCULATION OF FLAT
FEES UNDER THE NATIONAL POLICY AND ARIFFP METHODS
The client provided the most recent permit-holder data available (2001) in a
spreadsheet format containing macro formulas developed by the agency staff.
The spreadsheet processes the data to calculate the fees under the National
Policy (Options A and B), the ARIFFP based on the flat fees developed from the
1998 permit holder data, and index-adjusted ARIFFP flat fees. Using the same
ARIFFP process, we also have calculated flat fees from the 2001 data for the six
activities selected. The indicators are rounded to the nearest quarter ($0.25) and
summarized in the right-hand column. Spreadsheets are presented in the

Addenda. A legend is summarized for reference.

EXCEL WORKBOOK: 2001 FLAT FEE CALCULATIONS.- < -~ -

Column
0 Revenues to Forest Service (FS) | Calculated by Alaska Region staff relying
under national policy Option A on existing spreadsheet macros.
P Revenues to FS under national policy | Calculated by Alaska Region staff relying
Option B on existing spreadsheet macros.
Revenues to FS under ARIFFP fefe Calculated by Alaska Region staff relying
Q schedule based on 1998 permit . deheet mac
holder data. on existing spreadshest macros:
Revenues to FS under ARIFFP fees Resulting new ARIF¥P fee is calculate_d .at
S bottom of Column S, for each activity
based on 2001 operator data category

The 2001 data provided reflects only 150 reports () out of approximately 400
permit holders. The results from this limited sample are summarized in the

following comparative grid.

Bottom-Up| Original | Index Adj. Al;{ils?P

Code Prices ARIFFP | ARIFFP Based on

Test Sample Activity Schedule 2002 2001 data
Road-Based Nature Tours A $4.00 $0.50 $0.52 $2.00
Remote-Setting Nature Tours B $4.00 $2.50 $2.61 $1.25
Helicopter Land Tours E $4.00 $2.50 $2.61 $2.50
Vigitor Center Mendenhall & SEAVC L $4.00 $0.50 $0.52 $0.25
Hunting — (day use) Brown Bear P $605 $140.00 $146.23 $165
Hunting (camping) Mountain Goat] U $250 $130.00 $135.78 $115

Note: Because neither Option A or B of the National Policy assigns flat fees to specific activities,
they can only be compared on the basis of the total revenues generated to the Alaska Region (see
page 25).
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DEVELOPMENT OF FLAT FEES BY THE MODIFIED ARIFFP METHOD

Survey of Market Rates and Correlation to the Alaska Region

While revenues and client volumes vary from one outfitter/guide to another, a
constant percentage rate (multiplier) is a fundamental element to the process of
deriving flat fees by this method. Table I (see Addenda) reflects a broad range
from 3% to 12.5%.

Reconciliation and Conclusion of an Appropriate Rate/Multiplier
A narrowing of the range is aided by general observations.

A 1996 GAO report concluded that the 3% National Policy rate (also the basis of
the ARIFFP) was below market.4 In a table titled “1995 Rate of Return for State
Commercial Permits Covered in Our Review”, the report cited the following data
from survey by the National Parks and Conservation Association.

California  Colorado Idaho Minnesota Montana

11% 6% -12%  7.5% - 16% 12% 5%

Percent of gross sales
charged for permit

Data from both public agencies and the private sector support the GAO’s
conclusion. The data also indicates that exclusivity or otherwise favorable
supply/demand characteristics justify upper-end rates (see Addenda - Table I).
Based on these observations, and an acknowledgment that the multipliers
quoted are often in addition to flat, seasonal administrative fees, a stand-alone
rate for the Alaska Region would fall within a narrower range from 4% to 8%.

In order to determine an appropriate rate, we applied the ARIFFP process to the
2001 permit holder data at the range of rates suggested by the market data (4%
to 8%). In the analysis on the subsequent page, the fees generated are compared
with the flat fees developed by the bottom-up method. The appropriate rate 1s
that multiplier which produces a set of flat fees that are the most closely
supported by the flat fees developed by the bottom-up method

4 17.S. FOREST SERVICE, Fees for Recreation Special-Use Permits Do Not Reflect Fair Market
Value, US. General Accounting Office December 1996.
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Phase I1
Fee Development Test
for 6 Specific Activities

Indicate Flat Fees by the Modified ARIFFP
The flat fees (rounded) that would result from processing the 2001 data by this
method (at 6%) are summarized in the following comparative grid.

BoUom | Original | Index Adj. |ARIFFP Fees| yodiied

Code | pyices | ARIFFP | ARIFFP |Processed on Fees on

Test Sample Activity Schedule 2002 2001 data |2001 data
I%Zii;lj?rs(ffrs A $4.00 $0.50 $0.52 $2.00 £4.00
emote Setting Bl sa00 | s250 | s2e §1.25 $2.50
Eaexlaigoql‘);izs £ $4.00 | $2.50 $2.61 $2.50 $5.00
X}Zﬁ?inii?? ié' SEAVC - $4.00 | $0.50 $0.52 $0.25 $0.25
g&ﬁfg;ﬁay nee) P $605 | $140.00 | $146.23 $165 $330
P unting (comping) YU | s250 | $130.00 | $135.78 $115 $230.

Note: Because neither Option A or B of the National Policy assigns flat fees to specific activities,
they can only be compared on the basis of the total revenues generated to the Alaska Region (see
page 25).
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Phase I1
Fee Development Test
for 6 Specific Activities

DEVELOPMENT OF FEES BY THE COMPONENT METHOD
- FLAT FEE PLUS PERCENTAGE OF GROSS REVENUES
In this method, the fee consists of two components: the flat fees developed by the
bottom-up method and a percentage of adjusted gross revenues. Where a
percentage (of revenues) is the sole component of the outfitter/guide fee, rates
range from 3% to 12.5% (see Table I). In a component structure, an appropriate
rate would be less than the stand-alone rates observed, i.e., less than 3%.

By applying a schedule of declining rates to ascending brackets of revenue, the
landowner receives a minimum level of return from each operator. After
meeting this minimum, the operator is allowed to retain more of any excess
(ascending revenue brackets) that may be attributable to superior promotion,
knowledge, skills, service, or equipment.

Because several permit holders reported separate revenues for a number of trips,
the data had to be sorted so that the total gross revenues could be isolated for
each permit holder. Revenues are adjusted downward by 40% to recognize off-

forest use.

The distribution of rates and the determination of the revenue thresholds are
not market-derived. In practice, policy makers would fix these variables of the
pricing model. For the purposes of this comparative test, we applied the
following schedule to the 2001 data.

2.0% of 60% of gross revenues up to $100,000
+ 1.5% of 60% of gross revenues $100,001 to $200,000
+ 1.0% of 60% of gross revenues $201,000 to $300,000
+ 0.5% of 60% of gross revenues more than $300,000

An example of the fee calculation by this method is presented on the following

page.
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Phase I1
Fee Development Test
for 6 Specific Activities

The process is illustrated by the calculations for permit holder report #60
provided by the FS. The activity category is “remote setting nature tours” (code
B). The flat fee developed by the bottom-up method is $4 per day

e The reported gross revenues total $132,270 (spreadsheet column K).
¢ The number of “FS client days” reported is 177 (spreadsheet column I)

Repdiriéa G;'osévng;énﬁ;zzs i
‘182270
Distribution . 46%~d‘iscouﬁt ‘Adjusted 1 Rate Fe(-:: T::::
$100,000 x .60 $60,000 2.0% | 81,200
$32,270 x .60 $19,362 1.5% $290
$-0- x .60 n/a 1.0% $-0-
$-0- x .60 n/a 0.5% $-0-
X $1,490
Client D éy;Raﬁ
Reported Client Days Deqel@pe&;ﬁ:oﬁz
Bottom-Up Mﬁ’et(h‘o‘d:
177 $4.00 $708
$2,198
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Phase 11
Fee Development Test
for 6 Specific Activities

COMPARATIVE SUMMARY
The revenues that would flow to the Alaska Region by each method are
calculated based on the 2001 permit holder data provided.

Spreadsheets are presented in the Addenda (or attached to an electronic
transmission). A legend is summarized for reference.

EXCEL WORKBOOK: FEE COMPARISON

Column

0

Revenues to FS under national policy
Option A

Calculated by Alaska Region staff relying
on existing spreadsheet macros

P

Revenues to FS under national policy
Option B

Calculated by Alaska Region staff relying
on existing spreadsheet macros

Q

Revenues to FS under ARIFFP fee
schedule based on 1998 permit
holder data

Calculated by Alaska Region staff relying
on existing spreadsheet macros

based on
descending  percentage  brackets
(added to bottom-up rates to
calculate flat fee + percentage).

Additional revenues

Calculated by BSR

w2

Revenues to FS under the bottom-up
method

Calculated by BSR

—

Revenues to FS under the flat fee +
percentage.

Calculated by BSR

Revenues to FS based on index-
adjusted ARIFFP

Calculated by BSR, based on flat fees
provided by FS

< o

Revenues to FS under ARIFFP using
2001 revenues (flat fees calculated in
Workbook: 2001 Flat Fee Comparison,
Column S)

Caleulated by BSR based on same formula
utilized to calculate fees under ARIFFP fee
schedule

Revenues to F'S based on Modified
ARIFFP

Caleulated by BSR

A comparison table is presented on the following page.

24
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Phase II
Fee Development Test
for 6 Specific Activities

Summary Notes

Bottom Up Method

The method does not distinguish between the duration of a client’s stay on FS
land. In other words, any part of a day/hunt is a whole day/hunt. However,
despite the inefficiencies of the marketplace, the development of individual base
values for each activity category results from the reconciliation of actual market
data. Lacking a percentage component, this method is arguably the best suited
to withstand challenges to proposed fee increases.

Modified ARIFFP
This modification requires the development of an appropriate percentage rate for
application in the ARIFFP process. The required elements include:

¢ A range of rates obtained from a survey of public agencies and private
owners (Addenda — Table I).

¢ Values for individual units of use (net of outfitter guide services) for a
sample of near-universal activities. These are developed by the bottom-up
pricing method in the Addenda.

A market-supported rate is derived from an analytical processing of these
elements. However, the process is complex. Reliability is dependent on the
adequacy of the statistical sample, accurate reporting by the permit holders, and
consistent data entry. The 2001 data represents 35% to 40% of the permit
holders. Some of the respondents reported gross revenues and client charges but
no forest service client days.

This is the first opportunity to check new fees developed by the ARIFFP with the
original fees computed on the same percentage (3%). Comparing the resultant
fees for the six selected activities indicates that some flat fees would decrease,
while others would increase.
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Phase I1
Fee Development Test

for 6 Specific Activities
Original Al;‘IeESP
Code | ARIFFP (Processed on

Test Sample Activity Schedule | 2001 data

Road-Based Nature Tours A $0.50 $2.00 increase + 400%
Remote-Setting Nature Tours B $2.50 $1.25 decrease + 50%
Helicopter Land Tours E $2.50 $2.50 no change
X;Sﬁin%i?ﬁé SEAVC L | $050 8025 | decrease % 50%
Hunting - Brown Bear {day use) P $140 $165 increase + 18%

Hunt Camping - Mountain Goat U $130 $115 decrease + 12%

While complete and accurate data from the permit holders should reflect the
economic conditions of these sub-markets, the process may not be consistent
with the general trend for recreation-related fees: gradually increasing prices
attributed to inflation and increasing opportunities for landowners to generate
revenue from recreation use., Whether the differences in the flat fees are
attributable to reporting irregularities or actual changes in market conditions is

an unknown.

Flai Fee Plus Percentage Method

This method uses the flat fees developed by the bottom-up method as the basis
for differentiating between activities. A declining schedule of percentage rates is
applied to gross revenues adjusted for time off NFS land. Like the Modified
ARIFFP method, reliability depends on the adequacy of the statistical sample,
accurate reporting by the permit holders, and consistent data entry.

The first method develops outfitter/guide fees only in terms of what unguided
users are willing to pay for equivalent units of similar activities — as evidenced
by the available data. The second method recognizes guided users’ willingness
to pay, but on an average gross revenue scale. The flat-fee-plus-percentage
method is the only method (of the three tested) that recognizes an additional
increment attributable to the outfitter/guides’ commercial use of the land.
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Phase I1
Fee Development Test
for 6 Specific Activities

ADDENDA
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Phase I1
Fee Development Test
for 6 Specific Activities

INDICATED VALUE OF INDIVIDUAL UNITS OF USE (UNGUIDED) IN
THE ALASKA REGION BY THE BOTTOM UP METHOD

General Recreation

General recreation uses include non-consumptive, non-motorized uses like
hiking and biking. Individual fees for similar unguided activities in western-
state parks range from $1 to $7 per day (see Table II). Entrance fees assessed on
a per-vehicle basis rahge from $2 to $10 per-day. At an average of 2 persons per-
vehicle, the rates are diluted to $1 to $5 — generally consistent with the range of
individual fees. One private landowner reports higher fees for specialized
activities (e.g., $10 for “canyoneering” and $15 for river running [see Addenda -
Table IV]). But in general, there is little data available from the private sector
for this activity category.

In summary, an appropriate rate lies within the range reflected by the state
park data - $1 to $7. Our opinion is developed from the following observations.

The disparity in prices is primarily attributable to a variety of policy objectives
rather than the relative physical qualities of the park. Some programs are
moving toward higher levels of self-support, others are comparative passive.
While the majority of fee programs are fairly consistent at $1 to $3, the data
sugg'ests users are generally willing to pay higher prices - from $4 to $7.

Recognizing the upper-end indicator as an anomaly (high demand area), the
remaining data suggests a narrower range from $4 to $6.

In the final consideration, the demand characteristics for state parks (higher
concentration of users on smaller tracts of land) are recognized as superior to
those for large tracts of natural land. On that basis, most weight is given to the
Iow end of the narrowed range ($4 to $6). In our opinion, the indicated value for
an individual unit of general recreation use (unguided) in the Alaska Region is
fairly represented at $4.00 per day.

29 Black-Smith and Richards, Inc.



Phase II
Fee Development Test
for 6 Specific Activities

Camping

For the purposes of this assignment, camping activities occur in natural settings.
Western state parks often distinguish between primitive and developed
campsites. Daily rates for primitive sites range from $6 to $11 (see Table II).
However, the fees apply to the campsite regardless of the number of campers. At
two campers per site, the rates are diluted to $3 and $5.50. Limited data from
the private sector reflects per-person rates from $3 to $5 per day. Because
camping can include some general recreation uses, the value of an individual
unit of camping use (unguided) in the Alaska Region is estimated at $5.00 per
day.

Fishing

The original ARIFFP flat fee was $2.50, index-adjusted to $2.61. Processing the
recent data provided generates a rounded per-client day rate of $5.50. The
available data (see Table VI) reflects prices for individual (unguided) units of
uge. Low-end rates range from $6 to $8.

Landowner ' Daily Rate
White Mountain Apache Tribe, Arizona $6
Navajo Nation, of Arizona, New Mexico, Utah $7
Mescalero Apache, New Mexico $6
Hualapai Indian Reservation, Arizona $8

An Alaska Native corporation (Koniag) charges $125 per trip for world-class
salmon fishing on the Karluk River. Trip lengths can range from one day to
several days. Given the expense of accessing this destination, multi-day trips
are more likely. We have recognized a typical trip of three days to indicate a
daily rate of $42 (rounded). Thus, the data reflects a broad range of daily rates
from $6 to $42.

While the Situk River in particular is a noted steelhead stream, the Alaska
Region includes numerous lesser streams. In other words, a universal rate
applied throughout the Alaska Region should be weighted by the predominance
of non-world class streams. Giving most weight to the low end of the range, the
indicated value of an individual unit of use (unguided) for fishing in the Alaska

Region is estimated at $10 per day.
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Phase II
Fee Development Test
for 6 Specific Activities

Deer Hunting (with camping)

Clients of Alaska Region permit holders already support the ARIFFP per-hunt
fee of $70, index-adjusted to $73.11. The available data indicates that the
scheduled rate is less than what clients would support.

The data sample summarized in Table VIII reflects:

o Daily rates from $125 to $275 per day;
» Per-trip and per-hunt rates from $125 to $1,200; and
¢ Per-secason rates from $200 to $1,500

Price is affected by the relative quality of the animals. Areas that consistently
produce trophy whitetails and/or mule deer command a premium. Price is also
influenced by supply and demand imbalances attributable to location. Demand

is higher nearer large population centers.

Sitka Blacktail deer found in the Alaska Region are comparatively small. The
area is sparsely populated. The relative quality of the animals does not justify
the travel expense for a significant number of hunters outside the region. Thus,
in the Alaska Region, the supply of deer generally exceeds the demand. On that
basis, the value of an individual unit of use (unguided) for deer hunting in the
Alaska Region is estimated at the low-end indicator of $125 per hunt.
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Table XI - Fee Schedule Comparison

Phase IT
Fee Development Test
for 6 Specific Activities

Alaska Alaska
Non-Resident Tag Fee Non-Resident Alien Tag Fee
Muskox $1,100 Muskox $1,500
Brown/Grizzly Bear $500 Brown/Grizzly Bear $650
Bison $450 Bison $650
Dall Sheep $425 Dall Sheep $550
Moose $400 Moose $500
Caribou $325 Caribou $425
1k $300 Elk $400
Mountain Goat $300 Mountain Goat $400
Black Bear $225 Black Bear $300
Wolverine $175 Wolverine $250
Deer $150 Deer $200
Wolf $30 Wolf $50
[ Land-Use Land-Use
Afognak Native Corp. Fee Koniag Inec. Fee
Brown Bear 81,325 Brown Bear $1,250
E1k $200
Deer $125 Deer $175
Trophy Fee Trophy Fee
Yukon Territory {(Can.$) British Columbia Can.
(Grizzly Bear (F) $750 Grizzly Bear $250
Grizzly Bear (M) $500 Mountain Sheep $200
Mountain Sheep £250 Mountain Goat $100
Mountain Goat $200 Moose 875
Moose $150 Black Bear $50
Black Bear $75 Deer $38
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