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BILL SHEFFIELD, GOVERNOR

DEPARTMENT OF FISH AND GAME P.0.BOX 3-2000

JUNEAU. ALASKA 99802
PHONE: 1907) 465-4100

OFFICE OF THE COMMISSIONER

June 18, 1983

The Honorable John Ringstad
The Honorable Richard Shultz
Co-Chai rmen

House Resources Committee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representatives Ringstad and Shultz:

Recently the Department provided testimony to the Resources Committee on
HB 393, the hatchery transfer bill. During the discussions following
the hearing, my staff called to my attention the Committee"s desire for
more information concerning production of the hatcheries.

Though much of the information is contained in the FRED Division annual
reports, | will briefly summarize the information here. In order to
lend perspective to the program, | have provided a brief overview of the
FRED program and its progress to date.

Almost all the discussion that takes place concerning the rehabilitation
and enhancement program centers on the State"s 20 hatchery facilities.

Of the FRED Division"s budget ($13.2 million FY 83), operation of these
20 facilities account for 59%. The remainder of the program is comprised
of rehabilitation, research, and technical services (26%), and management,
administration, planning, and permitting (15%).

The FRED Division was created in 1971 and first funded in 1972 at $465,001",
Attachment A gives a table that provides the funding history for the FRED
Division. In the mid-1970"s, a Fisheries Plan was developed that set

the stage for the first major capital monies received. The capital
appropriations are given in the table on Attachment A.

The fish plan called for an enhancement and rehabilitation effort to
rebuild the State's salmon runs, and it was estimated to cost $300 million
over an 18 year period. The Statewide goal for harvest was set at 100
million salmon. Seven million of these Tfish were to be provided by
enhancement tactics, such as hatcheries, in the short-term (7 years), and
25 million salmon for harvest in the long-term (18 years).

Attachment B labeled as Figure 3 taken from the FRED Division 1982 annual
report illustrates the difference between what was originally expected in
the way of capital investment versus the actual capital funding for the

enhancement and rehabilitation effort. The Fisheries Plan was used by
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the Legislature as they approved $28 million to be placed before the
voters in November of 1976 and $25.7 million in November of 1978 as Bond
Issues. The combined bond issues ($53.7 million) represented slightly
more than half of the originally planned for $100 million.

In the mid-1970"s, the Department®s former "Hatchery Section" (3 hatcher—
ies) was combined with the FRED Division. Utilizing pre-planning monies,
the FRED Division was able to design the hatcheries and was ready to go

to bid as soon as the Bond Issues were sold in the spring of 1977 and
1979. Generally, two construction seasons were required to complete the
hatcheries. In most cases, the Division had beneficial occupancy agree—
ments with the contractors so that brood development work started before
construction was completed.

Attachment C gives the status of the hatcheri and the year they were
brought on line. As mentioned, the FRED Division inherited the State"s
three hatcheries in existence prior to 1971. These three facilities
have been renovated and rebuilt, thus all of the State®"s 20 hatcheries
have been rebuilt or newly constructed since 1977. In fact, 11 have
been brought on line since FY 80, the most recent four being brought on
line this past year.

Referring to Attachment D you will note that with the eggs taken this
past fall, we expect to produce over 5 million fish. Recalling the
short-term goal of 7 million fish in seven years, production of 5 million
fish in seven years with half of the funds originally planned for, scores
that program®"s performance relatively high, 1 believe.

Referring back to Attachment A, in the far right hand column, the FRED
Division®"s operational budget is reflected in 1976 buying power. You will
note that while tne Division"s operational budget remains nearly static,
and the CIP dollars greatly reduced, the Division brought on line the 11
new facilities bonded, designed, and built since 1977. This is a key
point often overlooked when criticizing FRED"s program.

The mid-1970 planning efforts served as a departure point for the more
comprehensive planning efforts now underway. Resource managers (the
Department) and resource users (the fishermen), representing the resource
owners (the public) are writing strategic and operational plans for
several regions of the State. As a result of these recent and more
formal planning efforts, several of the regional goals have been revised
upward for most species. Also, the time frame for goal accomplishment
have been revised to reflect more accurately the realities of funding.

The current goal 1is 146 million salmon for harvest annually statewide.

We expect to be able to accomplish this goal around the turn of the
century, with the assumption that 51 million salmon will be produced
annually through enhancement. In my opinion, the current goals and
objectives for the enhancement program are realistic and attainable.
However, in view of the high years of natural production that we have
experienced the past three years, the urgency for implementation of the
enhancement strategies has seen less enthusiasm. Also, present financial
conditions have altered funding priorities.
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The Department is aware that the unusual marine survival witnessed the
past three years cannot and will not be sustained. |In future years,
lower marine survival will be experienced again, and we will have below
average years to "pay back"™ for the above average years. Even though
enthusiasm for the enhancement and rehabilitation program falls during
years of good natural production, we believe that we should keep building
the program so that it will be in place to serve its intended functions
during years of low natural production. Even in years of extremely high
natural production, there are still certain segments of the public in
certain locations that would like more fish. Current examples of such
shortages are trollers in the Southeast region desiring more chinook
salmcn, and sports fishermen in the Cook Inlet area desiring more sport
fish species.

In summary, | believe the present goals and objectives for the enhance—
ment program are realistic and attainable. Reaching of these goals is
dependent upon funding. The aquaculture program is long-term, and several
years are required to realize the full benefits. But once on line,

these hatchery projects will serve the state well into the future.

Aside from the long-term nature of the program, there is only one major
difference from the many other State programs: the rehabilitation and
enhancement effort is not a public service program, but rather an income
producer, Although benefit/cost ratios vary throughout the 20 hatcheries,
all of the ratios are positive. The legislative process will decide
which programs are to be funded, and you have my assurance that we will
utilize those dollars well, following the guidance of the Legislature.

The Department and | stand ready to assist you and the Governor®s Task

Force in developing the long-term direction and development of Alaska“"s
fisheries resources.

Don W. Colli nsworth
Commissioner

Enclosures



NOTE: ORIGINAL DOCUMENT IS COLOR-CODED. IF NECESSARY
TO PROPER INTERPRETATION, REFER TO ORIGINAL DOCUMENT
IN THE ALASKA STATE ARCHIVES
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Table 20. FRED"s operational budgets, capital spending, and egg capacities of hatcheries,
FY 1971-1983.

Annual
Fiscal Cumulative Capital Funding for Hatcheries Operational Budget
Year Egg Capacity (Thousands $) ) (Thousands $)
(Mi 11 ions) 1
i Adjustec
Cumulative Actual to 1976
Actual Design CIE BOND Capital Funds Dollars Dollars
1971 8.61/ 8.61/ 0 - 0 -
1972 12.1 14.4 70.0 - 70.0 464 .6 666.1
1973 22.1 244 349.8 - 419.8 749.8 1,015.1
1974 22.1 24.4 1,645.1 - 2,064.9 941.4 1,127.0
1975 22.1 24.4 1,763.5 6,099.4 9,927.8 1,407.9 1,499.1
1976 32.1 34.4 249.0 - 10,176.8 3,482.8 3,482.8
1977  107.6 109.9 2,575.1 28,040.0 40,791.9 3,217.3 3,041.3
1978  109.6 111.9 1,688.8 - 42,480.7 6,975.1 6,001.2
1979 139.6 141.9 1,712.5 25,743.0 69,936.2 9,267.8 7,333.7
1980  209.6 346.9 - - 69,936.2 7,978.8 5,764.0
1981 347.1 550.1 3,075.0 3,500.0 76,511.2 9,673.4 6,503.5
1982  351.5 550.1 3.180.0 - 79,691.2 12,926.9 8,516.3
1983  458.5 672.11/ 0 - 79,691.2 12,196.9 7,579.5
16,308.8 63,382.4 79,691.2
Y Eggs in existing hatcheries prior to FRED legislation.
2/ additional funding is required to enable several existing facilities to

reach their design capacities.
3/ Adjusted using the Anchorage Consumer Price Index. The 1983 amount was adjusted assuming an
annual CPl increase of 0.06.
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programs (Planned figures are derived from the Alaska
Fisheries Plan, 1976).
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STATUS OF STATE HATCHERIES 5/27/83

YEAR OPERATIONAL BUDGET ~ PRIMARY  *EGC CAPACITY (millions)

FACILITY OH LINE FY 83 GOvV. Fy84  SPECIES 1982  PRESENT DESIGN  STATUS AND COMMENTS
T 277717 :::::::: II7771 iitiiiziiziiziiiinE
SOUTHEAST

1 BEAVER FALLS FY 74 193.7 249,0  Chum 7,9 20,0 20,0 Has greater potential - Funds limiting factor
2 CRYSTAL LAKE FY 72 4454  444.,4  King/Coho 4,4 3,5 5,8  Ecuip. replacement 1 upgrade desired
3 DEER MOUNTAIN  FY 77 124,4  151,9 King/Coho 0,4 0.5 1,0  Could expand
4 HIDDEN FALLS FY 80 498,1  537,5 Chun/King 23,3 30,0 65,0 Has greater potential -Funds limiting factor
5 KLAUOCK Fy 80 353,2  425,7 Chun/Coho 150 16,0 78,0 Has greater potential *Funds limiting factor
a SNETTISHAH FY 81 420,8  424,3 Chuw/King 11,4 15,0 75.8 Has greater potential *Funds limiting factor

PRINCE UN. SOUND

7 CANNERY CREEK  FY 81 393,0 420,3 Pik/Ouffi 23,9 54,0 eo.o Has greater potential - Funds limiting factor

8 GULKANA Fy 73 144,7  140.0 Scckeye 10,9 10,0 10,0  Could be expanded to 20 million - Funds limiting factor
9 MAIN DAY FY 83 285,4  341.4 Chun/Pink 9.9 80.0 80,0 Complete - in broadstock development phase
COOK  INLET i
10 PIC LAKE Fy 77 249,4 - 234,0 Sockpve/Coho 15,1 20,0 20,0  Could be expanded to SO million « Funds limiting factor
11 CROOKED CREEK  FY 77 340.4  314.9 Socke e 20,5 23,0 20.0 Fully ocerational
12 ELMENDORF Fy 78 551,4  450,0 RPT/King 4,8 2.5 2,5  Fully operational
13 FT. RICHARDSON  FY 83 281,5  450.0 RPT/Coho 0,0 7,5 7.5  Reconstructed-to be ooerational in 1933
14 TRAIL LAKES Fy 83 410,5 359,0 Sockeye/King 6,2 40,0 40,0 Complete - in brcecdstock development phase
15 TUTKA Fy 77 389,8  391,5 Pink/Chum 2,3 2,0 20,0 Has greater potential - Funds limiting factor
KODIAK 6 AK. PENINSULA
14 KARLUK Fy oL 232,9  174,4  Sockeye 13,0 15,0 25,0 Operational - future based on results
17 KITOI PAY Fy 71 349,4  376,2 Pink/Chum 84,2 81,0 50,0 Has greater potential - Funds limiting factor
18 RUSSELL CREEK  FY I) 442,22 153,0 Chum 8,3 140 52,0 Holding - litigation under appeal, recon—
ARCTIC-YUKON-KUSKQKUIM struction design being comoleted
1? CLEARR Fy 81 299.7 292.1 Salmon/Grayla 0,4 2,5 2,5  Experimental - has expansion potential
20 EAST CREEK FY 79 140,0 0,0  Sockeye 0,0 0,0 15.0 Facility closed FT 83 - Budget reductions
21 SIKUSUILAQ FY 33 270,1  32.1 Chum 0,7 2,0 2,0 BExperimental - brood development phase
4900,4 4477,9 235,3 459,5 672,1

* Assumes operational funds not a limiting factor and broodsteck development complete.



&* Line 15 - CIfiw f:

Therefore, it is in the public interest to provide for the transfer of
operation of certain ha cheries by leasVyL?.-qualified private, nonprofit

corporations. V__f
\ Oy V--
n ( "6C* is/amended b”, adding new sections to/read:
< Sec.//16.10.435. OPERATION OF STATE HATCHERIES; (@) The

commissioner shall by lease transfer the operation of state-owned salmon
hatcheries listed in AS 16.10.436 to qualified private nonprofit /\

v LA/ AN 4

(1) comply with the requirements for a permit under AS16.10.400
16.10.470, and

n H2) apply for a transfer under\c) of this”section.
| KA T\ (c) Application for the transfer of the operation of a state owned
f1/1) salmon hatchery shall be made on aform provided by the department.
"l \\ a?P~ncs "Mon shall include a financial plan approved by the Dept, of
r , vy Commerce ;ad Economic Development, Division n-r F.i:.sher'T7;g*"Pnhmvp-ftm*nt- —- -
o ./ NI S

Sec. 16.10.436.

(6) Russell Creek

Sec. 3. AS 16.10.400(a) The department must provide supportive
information to the legislature on all permit requests denied under AS
16.10.400-470. This information shall be presented to the Legislature,
in layman®s terms, no later than the I~th day of each session.



Proposed amendment to CSHB 393 (Fisheries)

On page 2, line 7, following the period, add a new sentence:
An application shall include a financial plan approved by the
Department of Commerce and Economic Development, Division of

Business Loans and Veteran®'s Affairs.

On page 2, line 8: Insert a new subsection to read:
(d) Not later than the 15th day of each regular session of
the legislature the department shall submit to the legislature
a written statement of findings that support each denial of

an application for transfer under this section.

On page 2, line 13: 1Insert a period following the words "Klawock

hatchery™ and add a sixth hatchery to read:

On page 2, line 15, following the words "East Creek Hatchery",
delete the period (.) and insert the following:
; and

(6) Russell Creek hatchery.
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POUCH V "MPRMCN,T,ATIVK P.O.BOX 80280
JUNEAU. ALASKA 99811 ROBERT H. BOB BETT'SWORTH COLLEGE, ALASKA 99708
May 24, 1983

MEMORANDUM

To: Representatives Ringstad and Schultz, Co-Chairman, House
Resources Committee and commi ttee -m,un\l/3rs .

From: Representative Bob Bettisworthl

Subject: CS For HB 393 (Fisheries), 1AV Act relating to the
operation of state-owned salmon hatcheries.”

I want to take this opportunity to stroigly endorse the House
Special Committee on Fisheries®" version of HB393 which 1 orig-—
inally sponsored. This legislation 1is especially important 1in
light of our continued revenue problems and the critical nature
of Alaska hatchery operations and their continued viability
both 1in the domestic and international sense.

We have already seen several instances of proposed state hatchery
closures for reasons of economic viability, siting problems, im—
proper planning and design, and other reasons. It seems abundantly
clear that in order to keep the maximum number of hatcheries oper—
ating, some F.R.E.D. facilities should be turned over to private
non-profit operators where such a transfer meets certain estao-
lished public policy criteria and the applicant can demonstrate

the necessary expertise.

In general, this bill seeks to provide a mechanism for transfer
of existing F.R.E.D. hatcheries to private non-profits with the
following stipulations:

1.) potential Ilessees must be qualified regional
associations as set out in AS 16.10.380,

2.) lessees must comply with existing permit re—
quirements contained in AS 16.10.400-470,

3.) lessees shall be required 1i;i the lease to:

a. operate within the stipulations contained
in AS 16.10.420. dealing with egg takes, egg
and fry placement, destruction of diseased
stocks, sale of eggs and fry, seiregation of
natural stocks from hatchery stock-., etc.,

b. be solely responsible for operation and
maintenance cf leased facilities,

c. indemnify the state from harm or loss,
d. apply on a form provided by ADF&G.

Section 2 of the bill states that the Dept, of Fish & Game "shall
by lease transfer™ the facilities listed in the proposed new
section on page 2, lines 11 through 15. The required transfer is

only triggered by successful application,
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5/23/83"
Original sponsor: Bettisworth
IN THE HOUSE BY THE RESOURCES COMMITTEE
CS FOR HOUSE BILL NO. 393 (Resources)
IN THE LEGISLATURE OF THE STATE OF ALASKA
n THIRTEENTH LEGISLATURE - FIRST SESSION
A BILL
For an Act entitled: "An Act relating to the operation of state-owned
salmon hatcheries.”
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. FINDINGS. The legislature finds that declining state

revenues and the newly 1imposed constitutional spending limit vrequire a
reduction in expenditures. This reduction may result in the <closure of
state hatcheries. State hatcheries play an important role in the conserva—
tion and management of the state®"s fisheries resources and benefit all
fishermen - <commercial, subsistence, and sport - Who depend on salmon
stocks. Therefore, it is 1in the public interest to provide for the trans-—
fer of operation of certain hatcheries by lease to regional aquaculture
associations.
* Sec. 2. AS 16.10 1is amended by adding new sections to read:

Sec. 16.10.435. OPERATION OF STATE HATCHERIES. (a) The commis —
sioner shall by lease transfer the operation of state-owned salmon
hatcheries listed in AS 16.10.436 to regional associations that

(¢H) are qualified under AS 16.10.380;

(2) apply for a transfer under (¢) of this section; and

(3) comply with the requirements for a permit under AS 16.-

10.400 - 16.10.470.

(b) A lease to operate a state-owned salmon hatchery shal

provide that the lessee shall

(&) operate the hatchery 1in compliance with AS 16.10.420;

(2) be responsible for the maintenance and upkeep of the

-1- CSHB 393 (Res)



hatchery; and

(3) indemnify the state against liability for harm or loss
arising from the operation of the hatchery during the period of the
lease.

(c) Application for the transfer of the operation of a state-
owned salmon hatchery shall be made on a form provided by the depart—
ment. An application shall 1include a financial plan approved by the
Department of Commerce and Economic Development, Division of Business
Loans and Veterans® Affairs. VADbN

(d) Not later than the 15th day of each regular sessio:; the
department shall submit to the legislature a written statement of
findings that support each denial of an application for transfer under
this section.

Sec. 16.10.436. TRANSFER OF HATCHERY OPERATIONS. Operation of
the following state-owned salrnon hatcheries shall be transferred 1in
accordance with AS 16.10.435:

(&) Beaver Falls hatchery;

(2) Cannery Creek hatchery;

) Main Bay hatchery;

4 Klawock hatchery;

(5) East Creek hatchery; and

(6) Russell Creek hatchery.

CSHB 393 (Res) 2



NOTE REGARDING THE FOLLOWING FRAME(S) ON MICROFILM:
COMPLETE DOCUTHTT IS AVAILABLE IN ORIGINAL FILES.
TITLE PAGE ONLY HAS BEEN FILfIED.
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DEPARTMENT OF FISH AND GAME P.0. BOX 32000

JUNEAU. ALASKA 99802
DIVISION OF FISHERIES REHABILITATION. PHONE: (9071 4654160

ENHANCEMENT & DEVELOPMENT (FRED)

June 1, 1983

The Honorable John Ringstad
The Honorable Richard Shultz
Co-Chairman

House Resources comm'. Itee
Alaska State Legislature
Pouch V

Juneau, Alaska 99811

Dear Representatives Ringstad and Shultz:

In response to the Committee"s request for additional detail, please find
following this letter the FRED Division 1982 annual report. Representa—
tive Liska specifically requested more detail on the cost of operating
the State"s Zhatcheries and the benefit (return) derived from this
investment.

On page 20 (Table 5) the status of the loatcheries is summarized. | have
expanded and provided further detail for this table. This additional
detail is provided at the end of this letter (Attachment A). There are
a few points that need emphasis to make the table easier to understand.
Hatchery development schedules may take several years. IT a hatchery is
established on a site that is "ready to go" and only raise pink salmon
(simple life cycle and the most available for brood), then this schedule
may only take two to four years.

On the other hand, a new facility that 1is constructed on a remote site
(Hidden Falls) and raises chum salmon (complicated life cycle and brood
stock in short supply), tiien the production schedule could take six to
eight years. Therefore, one should consider the site location, the
species being cultured, and the year the facility was brougi:t on line,
i.e., the time the State took possession from the contractor when compar—
ing one hatchery®"s performance to another.

The species chosen for culture in the State hatcheries are (almost with—
out exception) those species that are in high demand, have high value,

and are 1in short supply. The natural environment and the present manage—
ment scheme does quite nicely raising pink salmon in Southeast Alaska.
Therefore, it would not make much sense to raise that species in the
State"s hatcheries. The cost (overhead) to raise pink salmon is identical
to that of raising chum salmon. Chum salmon are 1in high demand, short
supply, and have a much higher value. Therefore, chum is the target
species of four of the six hatcheries in the Southeast Region, while

chinook is the main species at the other two facilities.

11-K24LH
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In selecting a site for a hatchery, one of the most important considera—
tions is future potential for expanded production. All things being
equal, a site with high potential 1is selected, even though it may be
several years before this potential is fully realized. Also, the state
of the art is constantly improving, so we raise more fish with the same
amount of water than we did even five years ago.

In 1976, wher, we exttnsively reviewed the Japanese chum salmon hatchery
system, we wire amazed that they were handling chum salmon in lots of
500,000 egg®, each. We now handle lots of chum salmon eggs of 900,000
each at the Hidden Falls Hatchery on Baranof Island in the large, round
incubators (R-48). This year this hatchery incubated 23 million eggs in
27 incubators with 97% survival from eyed egg to the emergent fry stage,
and 99% survival to release.

When we are making deci -lons on millions of fish we are handling, tenths
of percents of improverrint mean a lot more fish returning for harvest.
The Hidden Falls Hatchery has sufficient water to raise 65-70 million
chum salmon. We expect that by the time this hatchery fully utilizes

the potential of the site, and the state of the art continues to improve,
and we gain precision at this specific location on release timing, etc.,
that we could produce over a 100 million eggs at this facility.

This hatchery has only been completed three years, and 86,000 chum salmon
are expected to return thir. year. At full production, that harvest will
be nearly 1 million chum salmon annually. This hatchery also raises
chinook salmon.

I have provided two histograms to give the Comini ctee some feel for the
type of investments the State has in its 20 fccilities. At present, as
mentioned in our recent testimony, the capitO investment 1s just under
$80 million. This information 1s detailed on page 55 (Table 20). 1
would also like to call your attention to Table 3 on page 54. Funding
provided for the fisheries rehabilitation and enhancement program to
date is far short of the amount anticipated to be spent in 1976, as
illustrated by this line graph.

The first histogram (Attachment B) illustrates the number of adults by
species by major geographical area that we expect to be produced from

the eggs that we took this past year. Roughly, this will be 5 million
salmon, worth $16 million (1981 dollars). The second histogram (Attach—
ment C) assumes that we will continue to develop brood stocks to capacity
and operating funds will not be a r miting factor. When the present
capacity of the 20 facilities 1is rr.\ched, we expect to be producing 7.5
million flsh for harvest annually, a,nd for comparison purposes, these
would be worth approximately $25 million annually (1981 ex-vessel value).
IT all the present facilities were completed to their design potential,
we would have the ability t produce nearly 15 million adult salmon
annually. OFf course, this would take several years and millions of
capital dollars, which 1n light of ti.e present economic condition and
high natural salmon returns, seems to be a low priority. However, any
amount of CIP funds would start to close the gap between the present and
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potential production which in turn increases the benefit/cost ratio of
the program.

Alaska has the greatest and most productive aquatic resource in the
world. It may be several years or even several decades before Alaskans
chose to fully develop and reach full potential in farming and ranching
this resource. Likewise, it may take several years before the present 20
State hatcheries reach their full potential. Also, Alaska is blessed
with many more good hatchery sites, and | expect that these will be
developed in the future aswe move to more fully develop our fisheries
resources. We expect that as wemove into the future that technology
(state of the art) will not be the deterrent, but rather how the FRED
program competes (financially) with other programs that Alaskans want.

I hope this additional information proves helpful to the Committee in
their deliberations on Committee Substitute for House Bill 393. If the
FRED Division or the Department can be of further help, we stand ready
to assist you.

cc: The Honorable Charlie Bussell
The Honorable John Cowdery
The Honorable Peter Goll
The Honorable Ron Larson
The Honorable John Li ska
The Honorable Rick Uehling, Vice Chairman
The Honorable Tony Vaska



STATUS OF STATE HATCHERIES 5/21/83

YEAR OPERATIONAL BUDGET ~ PRIMARY  *EGG CAPACITY (millions)

FACILITY 0! LINE FY 8 GO, FY84  SPECIES 1982 PRESENT DESIGN  STATUS AND COMMENTS
227727227777 2272222 [[I////2 772777277277 777277272772777 z 227277277 \zzz222222777122227227272777
SOUTHEAST

1 BEAVER FALLS FY 76 193.7  249,0 Chum 7,9 20.0 20,0 Has greater potential - Funds limiting factor
2 CRYSTAL LAKE FY 72 454  464,4  King/Coho 4,4 J 5,8  Ecuip. replacement 5 upgrade desired
3 DEER MOUNTAIN  FY 77 126.6  151,9  King/Coho 0,4 0,5 1,0  Could expand
4 HIDDEN FALLS FY 80 498,1 537,5 ChunKi g 23,3 30,0 65,0 Has greater ootenti3!-Funds limiting factor
5 KLAUOCK Fy 80 353,2  425,7 Chum/Coho 15,0 16,0 78,0 Has greater potential -Funds limiting factor
6 SNETTISHAM Fy 81 420,8  424,3 Chum/King 1,6 15.0 75.8 Has greater potential-Funds limiting factor

PRINCE UN. SOUND

7 CANNERY CREEK  FY 81 393,0 420,3 Pink/Chum 23,9 54.0 80,0 Has greater potential-Funds limiting factor

8 GULKANA Fy 73 146,7 160,0  Sockeye 10,9 10,0 10=0 Could be expanded to 20 million - Funds limiting factor
9 MAIN BAY FY 83 285,6  341.6 Chum/Pink 9,9 80,0 80,0 CnPBlete - in broodstock development phase
COOK  INLET
<0 BIG LAKE Fy 77 269,4  236,0 Sockeye/Coho 15,1 20,0 20.0 Could be exoanded to 30 million - Funds limiting factor
11 CROOKED CREEK  FY 77 360,4  316,9 Sockeye 20,5 23,0 20,0  Fully operational
12 ELMEHDORF Fr 78 551,6  450,0 RBT/Kin. 6,8 2,5 2.5 Fully operational
13 FT. RICHARDSON  FY 83 281,5 450,0 RBT/Coho 0,0 7,5 7,5 Reconstructed-to be operational in 1933
14 TRAIL LAKES Fy 83 410,5 359,0 Sockeye/King 6,2 40.0 40,0 Complete - in broodstock development phase
15 TUTKA Fy 77 389,8  391,5 PinK/Chum 20,3 22,0 20,0 Has greater potential - Funds limiting factor

KODIAK 6 AK, PENINSULA

16 KARLUK Fy 81 232,9 176,4 Sockeye 13,0 15,0 25,0 Operational future bacd on results

17 KITOl BAY Fy 77 369,4  376,2  Pink/Chum 86,2 81,0 50,0 Has greater ootential - Funds limiting factor

18 RUSSELL CREEK  FY 462,2  153,0 Chp. 8,8 14,0 52,0 Holding - litigation under appeal, recon—
ARCT1C-YUKON-KUSKOKWIH struction design being completed

19 CLEAR Fy 81 29,7 292,1 Salmon/Grayla 0,4 2,5 2,5  Experimental - has expansion potential

20 EAST CREEK FY 79 140,0 0,0  Sockeye 0,0 0,0 15,0 Facility closed FY 83 - Budget reductions

21 SIKUSUILAQ Fy 83 270,1 302,1 Chum 0,7 2,0 2,0 Experimental - brood development phase

6900,6 6677,9 285,3 459,5 672,1

* Assumes ooerational funds not a limiting factor and broodstock development complete. eoos taken in FY83 are listed in column 1982.

iJHavMttOV-Uy

y
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STATE OF
FISCAL NOTE

|, REQUEST (Page 1 of 2) 1. FISCAL DETAIL
Bill/Resolution Nb.:cshb 393 (Fish) Agency Affected: Fish ana Game
Title: state-ovmed hatcheries Program Category Affected:fred
Sponsor: House Fisheries Committee BRU, Program of Subprogram”) Affected:

Requestor: housp Eiahajiijas committee

EXPENDITURES/REVENUES: (Thousands of Pol ars)

. Fy 83 FY 84 FY 85 FY 86 Fy 87 FY 88
OPERATING
100 PERSONAL SERVICES . 138.6 145.5
200 TRAVEL 42.1 44.2
300 CONTRACTUAL 17.5 1.6
400 COMMODITIES A 9

500 EQUIPMENT

600 LAND & STRUCTURES

700 GRANTS, CLAIMS, ETC
total Operating 198.9 192.2
C, PITAT
REVENUE

FUNDING: (Thousands of Dollars)
GENERAL FUND 198.9 192.2

FEDERAL FUNDS
OTHER (Specify Source)

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

I11. SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

Not Ildentified

IV. ANALYSIS: Attach a separate page for any Analysis

Prepared By: 1 Phone: 5 -4/2-<¢>
Division: / CEDA oo Date:
Approved by Commi ssioner
Department: pt3dlL_ ?
Distribution:

Original to Legislative Finance

Copy to Office of Management and Budget (for Legislature introduced bills)

Copy to Department (for Governor introduced bills)

Copy to Sponsor

Copy to Requestor (if different from Sponsor) 3/8/8:



Analysis of CSHB 393 (Fisheries)
(Page 2 of 2)

This analysis assumes that all six hatcheries 1in the Commit—
tee Substitute are transferred to Regional Agquaculture
Associations. Since current law requires a Private
Non-Profit (PNP) Hatchery permit to operate a hatchery, the
fiscal requirements are based on a transfer through the
presently established PNP salmon hatchery permitting

process.

This process includes a series of technical reviews of the

applications by Department of Fish and Game staff and the

Regional Planning Teams: development and finalization of
Basic Management Plans; public hearings; coordination of
technical assistance meetings; and a review, analysis, and

summation of all information resulting 1in a recommendation
to the Commissioner of the Department of Fish and Game on

the application.

The services of a fisheries biologist, professional planner,
program coordinator, and associated clerical staff are

included in the projected fiscal requirements.

Additionally, 15.0 has been included in contractual for

FY 84 to finance an independent appraisal of the hatcheries.



COMMITTEE REPORT

HOUSE RESOURCES
FINANCE
(7 FURTHER:
5/2/83 Date: /3;: im

Mr. Speaker:
HOUSE SPECIAL COMMITTEE ON FISHERIES
The Committee on has had HB 393

"An Act relating to the operation of state-owned salmon hatcheries.™

Vv

under consideration and reports it back as follows:

[ 1 do pass [ ] donot pass
[ 1 , do pass with attached amendments(s)
iir o é /"m i is@ke Ehtle
[v] replace with CS for H 1S 7 [ Jnew title
and recommends Oo Pf) SS
[ 1 AND attaches a "Letter of Intent"” I\ ] "&» Fiscal Note

[ 1 Zero Fiscal Note Attached

[ 1 reports it back without recommendation
[ 1 referred to the

MEMBERS SIGNING MEMBERS HAVING
POPPAS S OTHER RECOMMENDATIONS:

C fd tlh ju .A
Vv

—r y «J)a fra

v CHATRMAN

Committee



10 Earnest Greek yate  Dor) tamoor 9, 1982
Contracts & Facilities Officer
Division oi Administration
Denartr/er.t of Fish > Came

366-086-03

fu.E no

*elefone no A65-3600
WILSON L. COI DCW
fhou ATTORNEY GENERAL subject ;thnrity to Trans —
fer hatcneries

John B. Gaguine DE@].DNI 1

Assistant Attorney General

Department of Lav: SEP 14 133

3v:

You have asked several questions r a g OFiR&LInnd
Game®"1ls proposed transfer of three state hatcheries to non-profit
regional aquaculture associations. Specifically, you wish to
know whether there 1is any bar to a negotiated transfer to a se—
lected transferee, and what types of transfer are permissible.
We conclude that Fish arc Game currently may not undertake anv
tvoe or transrer. since no statutorv authoritv Tor" transfer now
exists 1 tr.e legislature aoes grant tne necessary power ““to
nsn and Game, it will be able to do a negotiated transfer, bui
will not be able to give up ownership without receiving fair val —
ue lor the tciii

Lack of statutorv authoritv Fish and Game has no spe-
cific authoritv to cispose or property AS 16.05.050(3) aurhor-
ires the commissioner to "design and construct?” hatcheries, but
not to lease or sell then. Similarly, both AS 16.05.020, the
statute listing the commissioner®s broad functions, and AS 16.-

05.092, the statute broadly defining the powers of the FRED divi—
sion (which runs the hatcheries), are silent as to Fish and
Game"s ana/or FRED"s nower tc disoose tnei There is no
Alaska constitutional provision or judicial decision expre, sly
requiring that an executive department have explicit statutory
authority before it may dispose of state property. But this 1S
the general rule of law followed elsewhere, and one must presume
that the rule applies in Alaska, too.

This general rule is reflected m the nyrisG of cases
concerning disposition of state nroDertv (generally land) by sale.
cr lease, virtually all of which discuss the statutory basis for

the transfer. Many of these cases can be found under West"s Kev
Number States S9 "It is a well settled principle of lav: that
title to governmen: property may pass only in the manner pre—

scribed by the duly constituted legislative bodv and that title
to any such property may not be forfeited through the oversight,
carelessness, negligence or even intentional conduct or any of
the agents of the government. State v West, 229 S _E.td 5§ﬂ
831-32 (W.C. App 1976), nff"d 233 S.c.2d i50 (II.C. 1Q77) .
also Finch v. State, 125 bo. 2d 825, 827 (Ala. 1960) (within

<00) A(Pev.10/79)



Earnest Greek September 9, 1982

Contracts & Facilities Officer Page 2
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366-086-83

constitutional Ulimitations, legislature has power to provide for
leasing of state property, and may set limits on length of leases
and determine general policy concerning them); State .,and Board

v. Heuber, 548 P.2d 1323, 1328 (Or. App. 1976) (conveyance Ejy
state 1is valid only 1if dons with proper statutory authority); 53
G. Thompson, Real Property & 2720 (1978 irepi. ed. ) (state may
dispose of lands through the Jlegislature; state officers may act
onlv 1in accordance with constitution and statutes); 72 Am. Jur.2d

States &8 66, 67 (1974).

The necessary statutory authority to sell or lease can—
not be found 1in general grants of power made by the legislature

to state officials. Samsell v State Line Development Co., 1Inc.,
174 S.E.2d 318 (VJ.Va. 1970), 1invalicateo a mineral 1lease made In
1962 by the state director of natural resources. The legislature
had in 1961 vested title tc state land in the Public Land Corpo—
ration, of which the natural resources director was secretary,
and the <corporation had not ratified the lease. The court de—

clined an invitation to uphold the lease on the basis of a gener —
al statute allowing the director to execute contracts and agree —
ments in the name "of the state.

Another instructive case 1is Central Advertising Co. V.
Michigan State Highway Commission, 172 RTvJTTo 432 (Mich. 1969).
T.nere the nighwav <commission attempted to place a restrictive
covenant banning roadside advertising on some excess Jland it was

selling. In the absence of any statutory authority for this cov—
enant, the court found, 1its inclusion was beyond the commission®s
power . Again the court declined to find the requisite authority
for the covenant 1in the statute conferring general powers on the
commission. .

Ve would coiwclude, then, that before Fish ard Game «can
trr.nsfer operation of its hatcheries to an aquaculture asec-
ciation, either by sale or lease, the legislature must specif -
icaliv autnorice Fisn anc. Game to make sucn a cransteT: Pt?TtT5p~5
an amendment could oe proposed to AS 16.05.050 (3) , which would
allow the <commissioner to Jlease or sell the "hatcheries, pipe
lines, rearing ponds, fishways, and other projects beneficial for
the fish and game resources of the state™ that the subsection now
empowers him to construct.

Incidentally, if the hatcheries could be regarded as
surplus property, then the Department of Administration currentlyv
has the power to dispose of th?m, by sale or lease, under AS
44_.71.010. If, say, the FR.ED division were wunable to operate

them because of manpower shortages caused by budget constraints,
the hatcheries might be properly regarded as surplus property,
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and disposition under AS A-".71.010 might beappropriate. When,
however, the decision to transfer operations to the aquaculture
associations reflects a depar "ment policy determination, 1invoca—

tion of AS 44.71.010 would not 1in our opinion be proper.

Negotiated transfer. On this question, we refer you to
a Hay 28, 19fc>0 inrormai opinion of this office, which 1is attached
to this memorandum. While that opinion 1is directly concerned
with disposal of surplus property under AS 44.71.010 (discussed
above), the principle is the same . Competitive bidding is
required only when specified by statute. Since there 1is no stat-—
ute here mandating such bidding, : negotiated transfer 1is permis—
sible. We would repeat the observation contained it the 1980
informal opinion, though: any transfer agreement (assuming that

the requisite statutory autnority 1is obtained) should state why
Fish and Game believes the transfer to be 1in the state®"s best
interest.

Permissible tvnes of transfer. On this question, too,
we refer you to another vrecent inrormai opinion, this one dated
March 30, 1982, and dealing with the very 1issue of hatchery
transfers. That opinion 1is also attached to this memorandum, and
we believe answers the question you pose. In addition, we note
that any transfer without compensation of the hatcheries, either
as an outright grant or under a "performance purchase™ agreement
(automatic transfer after a number of years of successful opera-—
tion by the aquaculture association), would seem to be inconsis—
tent with AS 16.10.500-.620, the fisheries enhancement 1loan pro—

gram. AS 16.10.510 authorizes loans (not grants) to certified
aquaculture associations to construct hatcheries (under
AS 16.10.375-.475) . It would be difficult to square this legis—

lative directive with a Fish and Game decision to turn over gra-—
tis to the associations hatcheries that Fish and Game built with
its own funds. While the legislature has made direct appro—
priations to aquaculture associations (e.g-, 8 3, ch. 42, SLA
1982), these grants have not been specifically for the purpose of
constructing hatcherie:. Of course, the legislature (subject
only to constitutional public interest requirements) could au-—
thorize a transfer at less than fair market value.

To sum uu. then, we believe that the three hatcheries
cannot at present be either sold ox lea"sed by Fish ana Game, be- J-T
cause of the Jlack of statutorv authority tor hatcnerv transfer.
Ir the legislature sees fit to confer such authority, then Fish
and Game will be able to lease the hatcheries cr sell then for
fair value to an aquaculture association with which Fish and Game



has nego tinted an agreement. Hov;ever, the department will not be
able to transfer the hatcheries at less than rair market value 1in
the absence of specific legislative authority to do so.

Please feel free to contact us 1if you have additional
questions.

JBG:dim

Attachments



K Frederick Muller date. January 28, 1982
Deputy Commissioner
Personnel Management FILE NO:

Dep§rtment of Administration Appendix #VI

TELEPHONE NO: 465-2250
u , _
frot] fGecrge Elgee SUBJECT: Fish and Game
Director

Divisioi) of General Services & Supply
Department of Administration

Relating to the Fish and Game budget problem, you have asked if it
is possible to sell or lease, to a non-profit organization, the State of
Alaska®s fish hatcheries and if so what problems could follow and is it
.possible to have hatcheries constructed, operated and maintained by
persons or firms other than state employees?

Alaska statutes 16.05.050 Powers and Duties of
Commissioner. The Commissioner has, but not by
way of limitation, the following powers and duties:

(2) through the appropriate state agency, acquire
by gift, purchase or lease, or other lav/ful means,"”
laruS, building, water, right of way, or* other
n"jrchsary or proper real or personal property when
the acquisition 1is in the interest of furthering
an. objective or purpose of the department and the
state;

(3) design and construct hatcheries, pipe lines,
rearing porids, fishways, and other projects
beneficial for the fish and game resources of trie
state;

@ accept money from any person under conditions
requiring che use of money for specific purposes

in the furtherance of the protection, rehabilitation,
propagation, preservation, or investigation of the
fish and game resources of the state or in settlement
of claims for damages to fish and game resources;

In general, AS 16 gives broad powers to the Commissioner of Fish
and Game to manage the state"s fish and game resources. It allows both
public and private hatcheries, regional corporations to construct and
own hatcheries and even states that Fish and Game must cooperate in the
design, construction and operation of hatcheries. AS 16.10.500 even
allows grants to non-profit organizations for the construction and
operation of hatcheries.

You can see from the above, we can do almost anything we want to do
with a hatchery.

(02-001 A(Rev.10/79)



I would suggest that we au .,«.
Department of Natural Resources, by statute, sells all scare mimo.
do not want to get them involved. Department of Transportation and
Public Facilities normally sells all- state buildings, we don"t want to
get them involved either. That leaves us with lease and/o.* operational
agreements.

Operational agreements are not new. We currently ha”e such an
agreement 1in Anchorage at the Pioneers®™ Home where the kitchens are
operated by others, yet we retain full ownership. In effect, we could
contract with outside groups (profit or non-profit) to allow them to use
our facilities and charge them a fee and also have management oversite.
We could cancel this contract if we thought they were not doing a good
job, etc.

One major problem will have to be faced if we are talking about
current facilities and that is the union problem of displacingAPF ~
employees with the contractor®s employees. I also believe we may have
the same problem with any new hatcheries that are not staffed by APEA
types. You should check this with Sandra Withers.

Another concern of mine is our Housing Program. At this ime |
have several million dollars of replacement houses on the drawing
boards, in construction or in planning stages. If we ar/ not to retain
ownership of these units, | certainly do not want to exp_nd the funds.

All hatcheries have living sjuce that 1is substandard and needs to
be replaced, yet | have other pressing needs forthat money.

Fred, |1 guess the bottom line is we can dowhat every it is we want
to do. Keep me advised.

GE/AMS/mm
3/GSSB/A



PROM

e»e — o »o \ij i v V- LCU L I / \1Q ~ f\ Ct

The Honorable William R. Hudson datf. May 28, 1980
Commissioner
Department of Adajdnistration f«le no J-66-737-80

TELEPHONE NO

AVRUM M. GROSS sugject Negotiated sale of exces
ATTORNEY GENERAL or surplus housing
3v:

Rodger W. Fegues
Assistant Attorney General

You have asked whether you may dispose of surplus
housing to employee-residents by negotiation.

No statute requires disposal by bid, and the
applicable statute, AS 44.71.010, expressly allows for
disposition "on the terms [you] consider for the best

interests of the state..” Some record of how the chosen
terms serve the best interests of the state should be a part
of the file. .Otherwise, there are no other requirements.

The applicable regulations, 2 AAC 20.010(a)(1),
allows either a negotiated or competitive sale.

There 1is no constitutional requirement for a

competitive sale. Such requirements as exist are to be
found in the statute. Libbv v. Citv of Dillinsham,
P.2d (Alaska Sup. Ct. Op."No. 2097, Hay 23, 1980).

Here, it is the best interests of the state which must be
served.

RWP :chb



April 15, 1982
Alaska NMegisinturi

POUCH V P.O. BOX 80288

JUNEAU. ALASKA 99311 ROBERT H.,BOB” BETTISWORTH COLLEGE. ALASKA 94709

F.R.E.D. Position Paper

About 10 years ago, Alaskans mandated the state to use oil revenues for the purpose of
rehabilitating and enhancing the fisheries of Alaska, concentrating, on the salmon fish—
eries. This was i0 encompass the construction and operation of hatcheries around the
state, and the initiation and growth of aquaculture research. Now a decade later, it"s
past time we assessed the progress made by F.R.E.D. (Fisheries Rehabilitation and En—

hancement Division).

In the past, prevailing philosophies such as "turf protection™ and the use of political
patronage have deterred the true rehabilitation and enhancement of Alaskan fisheries.

Turf protection being an inordinate concern for the environment, and political patronage
resulting in several unsatisfactory hatchery locations. These tactics were allowed due

to the lack of monitoring on the part of the previous House majority leadership. The —
lieve they abdicated their responjibility to the public by not following through and see—

ing that the public was getting their money®s worth.

Now, with a new direction set by this Legislature, as tothe goals and functions of F.R.E.D
the fisheries will truly be enhanced and rehabilitated. There are no doi br.s that fisher—
ies enhancement is a viable program. As a matter of fact, it"s the only way we can insure
Alaska s maintenance and growth in the world market for salmon. There are several policy
changes that must be made regarding hatcheries. The State of Alaska needs four strong
components to attain its fisheries enhancement goals.

1) F.R.E.D. as the research component.
2) PNP®"s (Private Nonprofit Hatcheries) as the production component.

a) PNP regional aquaculture associations, which are quite large, will have



the largest production operations.

b) PNP mom and pops, small independents, will fill in the gaps. This will
afford those Alaskans with an independent lifestyle, an opportunity to
live this way, and at the same time make a contribution to one of Alaska's
greatest renewable resources?

3) A strong stream rehabilitation and restocking program for wild stocks.

4) A legislature that understands the issue, and is willing to support it for all
of Alaska.

To fully implement these new policies, statute and regulation changes must be made. Cur—
rently the laws and regulations governing fishery enhancement discriminate against the
small independents. The small operators not only answer to F.R.E.D., but also to the
regional aquaculture associations. Thereby subjecting small independents to more of a
managerial hierarchy, than the regional associations and F.R.L".D. These policies, which
again actually discriminate against the small independent, are contrary to what I"ve al—

ways believed Alaska and Alaskans stood for.

When the F.R_E.D. Division began, a goa] was set to have a 2.5 billion egg capacity by

the year 1990, Therefore, one might presume by 1980 we would be halfway to this goal.
However, we"re just over one-fifth of the way there, or close to 700 million. Not only

are we running short of the 2.5 billion goal, but we"re only operating at 40% of current
capacity, or 280 million. Regardless of the operating level, the expenses remain the

same; on the average $370,000 annually per hatchery. Though Alaska does enjoy the distinc—
tion of being the forer inner in aquaculture research, Japan is leading in production with

Russia not far behind.

What*s truly distressing are the projections made by both the Japanese and Russians. Jap-—
an plans to dump 2 billion fry into the ocean by 1990, and Russia 1 billion by that time.
F.R.E.D"s original goal of 2.5 billion must be adhered to in order to compete with these
countries. However, 1if major philosophy and management changes are not made immediately,
Alaska will not be able to reach this goal and compete in the long-term world market for

salmon production.



Experts state that by no later than the year 2000, we will have an international har—
vest agreement- similar to the 200 mile limit- which will allocate salmon harvests.
The allocation basis will be determined "by the percentage of fry a given country dumps
into the ocean. The problem is that the ocean ™ threshold can only tolerate a certain
number of salmon while sustaining an environment suitable for rearing salmon. Alaska
|

is fortunate, in that saltUii originating in Alaskan fresh waters travel much greater
distances, and therefore have a greater food supply. This is not so in Washington and

Oregon, where salmon are now returning undersized because of over pasturing, or over

grazing, their rearing area. If it seems we are in a race against time, we are.

The State of Alaska, through the F_R.E.D. Division, has spent a great deal cf money-
$200 million to date, with $73 million in general obligation bonds, which we are still
paying for. The concern is not so much the amount of money spent, but that the return

on this money has been minimal, at best.

I contend that Alaskans are not getting the maximum return on their investment. By what
comparison? PNP %, those hatcheries run by private associations and individuals. PNP"s
were initiated about five years ago, versus F.R.E.D."s 10; to date they®"ve borrowed $21
million from the state versus F.R.E.D."s expenditure of $200 million, with another $50
million anticipated to bring existing F.R.E.D. facilities to full operating capacity.

PNP % egg take in "81 was 223.6 million; versus F.R.E.D."s 225 million. Returns to PNP"s
in "81 were 2.2 million; versus F.K.E.D."s 2.0 million. From these returns, 1.3 million
were to a single PNP hatchery, the Prince Williams Sound Regional Aquaculture Association,
which 1is the most productive hatchery in the Western hemisphere. So after 10 years and
$200 million, we see F.R.E.D."s returns as only 2% of the total salmon harvest in 1981.

r
These figures prove PNP"s are more capable of mass producing fish than F.R.E.D. However,



PNP"s capacity is only half that of F.R.E.D. If we are to utilize the superior manage—
ment capabilities of the PNP"s, and do co in an expedient manner, we must transfer those
viable state hatcheries to the PNP"s. Not all F.R.E.D. facilities can be transferred.
For instance, those hatcheries used to enhance the sportfishing industry would not be
attractive to PNP"s. Basically, those with the potential to increase commercial fishing
harvests are the most attractive. Four hatcheries, Beaver Falls in Ketchikan, Cannery
Creek and Main Bay located in Prince Williams Sound, and Tutka in Kachemak Bay are being
considered fjr transfer to the regional aquaculture associations in those areas. These
hatcheries have good potential to enhance the salmon fisheries. Tutka is an exceptional
hatchery; operating above capacity. The other three are currently operating at less than

50 of capacity.

Other hatcheries we are optimistic of transferring are Klawock, East Creek in Dillingham,
Russell Creek in Cold Bay, Sikusuilag near Noatak, t'nd Deer Mountain in Ketchikan. These
hatcherie:;, due to the fact that returns have been minimal, and the Deer Mountain hatch—
ery being tourism oriented, do not warrent state operation. The economic impact from

these hatcheries is also minimal, at least on a statewide basis. It"s my belief that if

the local economic or social impact is great enough, a community will takeover operations.

These policies will take some time to fully implement. We should start this year by trans—
ferring several hatcheries, and continue this transfer process over the next year or two.
It is essential to follow through on this plan if Alaska is to maintain and expand its

worldwide salmon market.



Intent language in the IT"83 F.R.E.D. budget

DEPARTMENT Or FISH & GAME

FISHERIES REHABILITATION ENHANCEMENT DEVELOPMENT

ADMINISTRATION . SUPPORT

INTENT LANGUAGE: The legislature finds that substantial merit exists for the
orderly transfer of state-operated fish hatcheries to statutorily qualified private
non-profit regional associations. The legislature supports and would encourage

the transfer of three (3) facilities during FY 83: the Main Eay, Cannery Creek

and Beaver Falls hatcheries. It is the intent of the legislature that the
Administration do everything possible to work out the intricacies of such

transfers. Furthermore, the legislature finds that an overall re-evaluation of

the relationship of state-operated hatcheries and private non-profit hatcheries

is in order. It is the intent of the legislature that the Administration

coordinate such a review and propose an overall state policy to the 1983

legislative session.



FRED Annual Reports— "81 and "82

RETURNS:

EGG TAKE:

RELEASES:

"81
"82

"81
"82

"81
"82

F.R.E.D.

million
million

=N
(o ol

225 million
288 million

130 million
196 million

P.N.P."s

2.2 million
5.2 million

223.0 million
235.0 million

101.6 million
125.7 million



THE FOLLOWING DOCUMENT(S) MAY NOT FILM
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\While in Juneau
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CHAIRMAN
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DISTRICT 26

ADAK MEMORANDUM DATE:
AKUTAN

ALEKNAGIK

ATKA

BELKOA"SK! . -

CLARK S POINT TO: Rep. Bob Bettisworth

COLD BAY

DILLINGHAM . Al : -

DUTCH HARBOR FROM: Rep. Adel”|i|)jieTrmann

EGEGIK

EE&%K SUEJECT: Snake Lake (East Creek) Hatchery
FALSE PASS
IGIUGIG
ILIAMNA

KING COVE
KING SALMON
KOKHANOK
KOLIGANEK
LEVELOCK
MANOKOTAK
NAKNEK
NELSON LAGOON
NEWHALEN
NEW STUYAHOK

March 20, 1983

fHcg

I have recently been informed that the F.R.E.D. Division of ADF&G
is dismantling the Snake Lake Hatchery. Apparently, this includes
everything except one small generator. They plan to havethe
building empty by April 12, 1983.

The regional aquaculture association, Imarpik, and the local school

NIKOLSKI
NONDALTON
PEDRO BAY
PILOT POINT
PORT ALSWORTH
PORT HEIDEN
PORT MOLLER
PORTAGE CREEK
SAND POINT
SOUTH NAKNEK
SQUAW HARBOR
ST. GEORGE

ST. PAUL
TOGIAK

TWIN HILLS
UGASHIK
UNALASKA

district have expressed interest in using the hatchery for
education and research. If we allow F.R.E.D. tocompletely strip
the facility, this will not be possible.

If we collectively apply our efforts perhaps we can be successful
in maintaining an operational facility even if only at reduced
levels. I would appreciate all the help you can give me with
regard to keeping the facility open and operating even at reduced
capacity.

Also, any information you can provide me regarding the bill you
pJan on Introducing about hatcheries would be welcome.

cc: Rep. Jack McBride
Rep. Ben Grussendctf
Rep. Fred Zharoff
Sen. Bob Mulcahy
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MEMORANDUM
TO: Representative Bob Bettisworth Date: March 31, 1983
FROM:  Representative Jack McBride~">* Re: Snake Creek Hatchery

I am writing in support of using the Snake Creek Hatchery in conjunction
with the Imarpik Regional Aquaculture Corporation as a facility for
education and research.

I spent two years in Bristol Bay as the Manager of the Imarpik Regional
Aquaculture Corporation and can assure you of the need for this facility,
if even at reduced levels. It would be a shame to dismantle a facility
that is now worth cTose to S10 million dollars and that may be utilized
in a different manr\er.

IT you would like to discuss this in any detail, please don"t hesitate
to call and I would appreciate any comments you may have.

IM/rb
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Mr. Freeman Roberts March 26, 1983
Imarpik Regional Aquaculture Corporation

P.0O. Box 189

Dillingham, AK 99576

Dear Mr. Roberts,

Thank you for your letter of intent to operate the East Creek
hatchery facility in Dillingham.

I"m afraid, however, that we have a misunderstanding. I
believe that legally, the state cannot "grant" a public
facility to an individual, or company. My intent is that the
state make the hatchery available to you in a lease agree—
ment, at a nominal fee.

Your letter included a proposed budget for the hatchery.
First off let me say, that it is a realistic operating
budget. However, your letter seemed to imply that Imarpik
was also seeking grant funding tor operation of the hatchery.
This too, 1is not my intent. If Imarpik needs operating funds,
the Fisheries Enhancement Loan Fund is available for this
purpose.

I realize your intent in operating the facility is in an
educational and research capacity, and therefore your request
for a grant, but | do not believe a grant is in the best
interest of the state. In essence, we"ve been giving the
F.R.E.D. Division grants for the last 10 years, with very
little return on the state"s investment. The main purpose of
getting the hatcheries into private management is to finally
see a return.

I do support the Imarpik Regional Aquaculture Corporation
operating tthe Dillingham hatchery, but | do not support any
hatchery transfer with a blanket check from the state. I
stand ready and willing to assist you in this matter. Please
contact me if 1 can be of further assistance.

Sincerely,

Rep. Bob Bettisworth
RHB/mjk *



SOUTHERN SOUTHEAST REGIONAL
AQUACULTURE ASSOCIATION, INC.

P.0. Box 6916 Ketchikan, Alaska 99901
(907)225-9605

April 3, 1982

Representative Dob Bettisworth
House Finance Committee

Pouch V

Juneau, Alaska 99811

Dear Representative Bettisworth:

The concerns | expressed during our conversations earlier in the session have been
discussed at length by the Board of Directors of Southern Southeast Regional
Aquaculture. Within our region and statewide, SSRAA has generally been supportive
of the productive programs of the Fisheries Rehabilitation Enhancement and Develop—
ment Division and we have worked cooperatively to urge improvements in their program
and assisted them in doing so. To date, the dual efforts of FRED and SSRAA have
been directed toward achieving the objectives set out in the regional comprehensive
plan that targets the very depressed species in southeast.

In ti,”l long run, the private non-profit corporations can provide significant relief
in the operational costs of the FRED Division if selected facilities are transferred
into the private sector. However, this must be done based upon a review of the
operational, management, and economic characteristics of each eindividual facility

on a case by case basis. Within the southern southeast region, there are four
hatcheries operated by the FRED Division, and SSRAA is initiating just such a full
review of each of these facilities. This will take a period of time to complete,
however, these points can be made about each facility:

Deer Mountain Hatchery is located in Ketchikan. This is a small, essentially
demonstration hatcnery which is a significant tourist attraction in Ketchikan
but to date has not contributed much to the fishery. This facility does not
have a guaranteed water supply due to priority allocation to the city"s domestic
v/ater system and has 9 “ecord of major mortalities due to water problems. The_
FRED Division operates this facility on contract with the City of Ketchikan
which owns the facility. Any involvement by SSRAA would have to be negotiated
with the City of Ketchikan should the FRED Division withdraw.

Crystal Lake Hatchery is located just outside Petersburg. This facility concen—
trates on Chinook and coho salmon and is a well developed program supplying

brood stock to other facilities as well as resupplying its own program. Although
it has had operational and pathological problems in the past it has a documented
record of contributions to the commercial and sport fisheries. Significant
problems may exist in operating a terminal harvest under their existing operation
plan but alternatives may be possible to conform with private non-profit operation
of this hatchery. SSPAA would need to review this situation in the interim and
would not be in a position to operate Crystal Lake in FY83.

PRIVATE NON PROFIT HATCHERIES
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Klawock Hatchery 1is located in Klawock on Prince of Wales Island. This facility
is designed as a large capacity chum and coho hatchery. Although operating for
a few years, this hatchery has not had any significant production to date. It
is our understanding that to operate at capacity, additional improvements would
be needed, brood stock development has been very disappointing, adult mortalities
on coho have been significant., water supply problems may exist, and terminal
harvest problems may exist.hatchery has recently taken pink eggs against
the recommendations of the Regional Planning Team and the Comprehensive Plan
primarily for political reasons?! SSRAA would not be in a position to operate
Klawock by FY83 and would need the interim to study the operations of Klawock

to respond next session.

Beaver Falls Hatchery is located just south of Ketchikan near the SSRAA Whitman
Lake Hatchery. It is an expanding chum program for which SSRAA has conducted
wild eggtakes for two years to compliment the returns back to the facility.
Additional improvements are essential to properly operate this facility by
providing for short term rearing and release of fed fry similar to the SSRAA
Whitman Lake chum program. Faced with closure of this production facility,
SSRAA would be able and willing to operate this facility in FY83 should the
facility be transferred with the operating funds provided by contract and with
the transfer of already-appropriated capital funds including $400,000 approved
in FY82. It would be our intent to make the necessary improvements, bring this
facility up to full capaclity, and be self supporting by FY85 with no further
state funding after that.

As stated in our earlier conversations, many details will need to be worked out for

the transfer of any FRED facility into private sector. We recommend that the
legislature identify a few facilities and target them for transfer in FY83 as "pilot
projects". Further, we recommend that an appropriation of $50.000 be made to ADF&G

for the Regional Planning Team similar to the FY82 appropriation for that purpose
but specifically intended for use to prepare recommendations on the applicability of
FRED facilities being transferred into the private sector.

This does not detract from or replace SSRAA"s stated intentions to develop an
extremely valuable new project planned for co-deveiopment with the Tyee Power

Project near Wrangell. We strongly urge this session to provide the needed additional
loan fund to develop this hatchery due to the benefits to be derived from it and"the
time schedule of construction in conjunction with the power project.

As you are aware, SSRAA has conducted a demonstration lake fertilization project
jointly with the FRED Division for three years. This project is an extremely well
supported program in and out of the legislature to develop natural enhancement *
techniques for our valuable sock®".ye stocks. The continuation of lake fertilization
projects around the state depe™r yn documenting the lake fertilization technique

by completing this southeast pvi ject. | respectfully request that an appropriation
at last years level of $229,000 be appropriated for SSRAA"s portion of this project
with specifically stated intent that ADF&G contract with SSRAA to continue this
project.



Representative Bob Bettisworth

April 3, 1982 S.S.R.AA.
Page 3

I am pleased to respond to your request for this information and state our willing
ness to provide any additional information or position that would be of assistance
to you in your deliberations.

Sincerely,

LJ. C

Ronald W. Wendte
Executive Director

cc: Representative Ernie Haugen



- JUIVEATt, esece - . = -
o/

0202! TDA CORDOVA ALASKA 68! 04-05 1J15A AST
PMS Rrp ROBERT BETTISWORTH gHONE AND DELIVER)
JUNEAU AK " 0(35E
DEAR REPRESENTATIVE BETTISWORTH
SATURDAY, APRIL 3RD, THE EXECUTIVE COMMITTEE Or THE BOARD OF
DIRECTORS OF THE PRINCE WILLIAM SOUND AQUACULTURE CORPORATION
PASSED THE FOLLOWING MOTION. PWSAC BOARD IS WILLING TO TAKE
OVER THE OPERATIONS AND MAINTENANCE OF CANNERY CREEK AND MAIN
BAY HATCHERY FACILITIES PROVIDED THAT PWSAC HAS FULL AUTHORITY
AND RESPONSIBILITY TO OPERATE AND MAINTAIN THEM AND THAT FUNDS
BE PROVIDED IN THE ENHANCEMENT LOAN FUND FOR OPERATION AND
MAINTENANCE FOR FY-83 AND FY-84 AT DLRS400,000 PER YEAR PER
FACILITY AND THAT CAPITAL FUNDS FOR CONSTRUCTION COMPLETION OF
BOTH FACILITIES OF A MINIMUM OF DLRS5 MILLION BE PROVIDED
THROUGH THE ENHANCEMENT LOAN FUND. IN CONJUNCTION WITH THE

ABOVE MOTION THE FOLLOWING WAS DISCUSSED.

A. OPERATION FUND. PWSAC WOULD STOCK BOTH HATCKEPIES IN 1982
TO MAXIMUM POSSIBLE CAPACITY IN ANTICIPATION OF SUBSEQUENT
HIGH ADULT RETURN TO ACHIEVE FINANCIAL SELF-SUFFICIENCY FOR
BOTH FACILITIES AS SOON AS POSSIBLE WHICH WOULD BE IN FY-S5 OR
FALL OF 1984.

PRESENTLY A HIGH INSECURITY PREVAILS IN THE SALMON FISHERY
AS TO LEVEL OF SALES AND PRICE FOR 1982 ADULT SALMON RETURN TO
PRINCE WILLIAM SOUND CAUSED BY PROCESSOR AND MARKET INSTABILITY
DUE TO CURRENT ADVERSE MARKET CONDITIONS AND FDA RECALL OF
CANNED SALMON WHICH MAY REFLECT ON FY-83 INCOME TO PWSAC FROM
SAN JIUAN FISH SALES AND ASSESSMENTS. TO PROVIDE OPERATIONAL
SECURITY PWSAC WOULD REQUIRE -TO BORROW FUNDS FROM THE ENHANCEMENT
LOAN FUND TO OPERATE MAIN BAY AND .CANNERY CREEK FOR FY-83 AND

FY-S4 IN THE AMOUNT OF UP TO DLRS400,000 FOR EACH FACILITY.



B.*CAPITAL FUNDS. CANNERY CREEK. THIS FACILITY ALTHOUGH
BASICALLY COMPLETE LACKS COMPONENT VITAL TO ADDITION AND FULL
CAPACITY OPERATION. FOR EXAMPLE: ADULT MATURING, EGG TAKE,
FRY-OUT MIGRATION AND SALT WATER REARING FACILITIES. AN
ESTIMATED TOTAL OF DLRS2 MILLION IN CAPITAL INVESTMENT WOULD BE
NEEDED. PWSAC WOULD BORROW THESE FUNDS FROM THE ENHANCEMENT
LOAN FUND.

MAIN BAY. THIS FACILITY IS CURRENTLY UNDER CONSTRUCTION AND
SCHEDULED TO BE TURNED OVER TO THE STATE BY THE CONTRACTOR IN
MAY 1982. ADF AND G ENGINEERS ESTIMATE THAT ABOUT DLRS3 MILLION
ARE NEEDED IN CAPITAL CONSTRUCTION TO COMPLETE THIS SITE TO
DESIGN SPECIFICATIONS. THIS AMOUNT WOULD BE BORROWED BY PWSAC

FROM THE ENHANCEMENT LOAN FUND.

C. A CONTRACTUAL AGREEMENT BETWEEN THE STATE AND PWSAC WHICH
WOULD TRANSFER AUTHORITY AND RESPONSIBILITY FOR OPERATIONS AND
MAINTENANCE FOR BOTH STATE-OWNED FACILITIES TO PWSAC AT A
NOMINAL LEASE FEE WOULD BE ACCEPTABLE. POSSIBLE FUTURE TRANSFER
OF TITLE TO PWSAC IS DESIREABLE PENDING ON FUTURE DETERMINATION
OF LEGALITIES AND RESOLUTIONS OF THESE FINANCIAL OBLIGATIONS OF
THE STATE TO PAY BACK 6.0. BONDS.

IN GENERAL PWSAC(S) INTENT AND GOAL IS TO PURSUE ALL AVENUES
ACCEPTABLE TO MEMBERS OF THE FISHING INDUSTRY AND THE GENERAL
PUBLIC OF THE STATE WHICH WILL LEAD TO CONSISTENT AND HIGH
PRODUCTION OF SALMON IN OUR REGION FOR THE BENEFIT OF ALL USER
GROUPS, MAINTAINING A HIGH LEVEL OF COOPERATION EETWEEN THE
SALMON INDUSTRY, FISHERMEN, ADF AND G AND OTHER STATE AGENCIES.

TAKING CARE OF OPERATIONAL AND MAINTENANCE COSTS FOR HATCHERIES
THAT CAN BE OPERATED BY THE PRIVATE SECTOR ON A COST-RECOVERY
SYSTEM BASED ON FISH SALES AND FUTURE CAPITAL COSTS VIA THE
LOAN FUND MAY HELP TO INCREASE THE FRED DIVISION ACTIVITIY IN

NEEDED RESEARCH. PLANNING. SUPERVISION AND EXECUTING OF SALMON
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enhancement projects vhicn do not lend themselves for cost

RECOVERY VIA FISH SALES. FOR EXAMPLE, INLAND AND SPORT FISH
HATCHERIES, LAKE AND STREAM STOCKING, ETC.

PWSACCS) OFFER TO OPERATE THESE BASE FACILITIES 1S BASED ON
RECOGNITION OF FUNDING LIMITATIONS OF THE STATE, A DESIRE TO
PURSUE EXPANSION OF THE PRINCE WILLIAM SOUND ENHANCEMENT
SYSTEM AND THE COMMITMENT OF THE FISHING INDUSTRY TO CARRY ITS
SHARE IN ACHIEVEING CONSISTENT HIGH LEVEL OF SALMON RUNS TO
PROVIDE ECONOMIC STABILITY TO OUR REGION IN HIGH COMPETITIVE
FUTURE MARKET AND FOR A GROWING DEMAND AND THE BENEFIT OF

PERSOKAL-USE FISHERMEN.
Tvr DIRrCTOttS Of Tht: Ptm ct notMro cin_Trmr

CORPORATION BOARD EXPRESS THEIR APPRECIATION FOR THE CONSIDERATION
AND RECOGNITION BY THE ALASKAN STATE LEGISLATURE OF OUR EFFORTS
AND NEEDS, AND THANK YOU FOR THE OPPORTU, 'TY TO PROVIDE THIS
INPUT TO YOU. SINCERELY,

ARMIN F KOERNIG, PRESIDENT

PRINCE WILLIAM SOUND AQUACULTURE CORPORATION

V. ... 'y W r - >



Representative Bob Bettisworth

Alaska State Legislature

Pouch V

Juneau, Alaska 99811

Dear Bob:

VJe are interested in acquiring the Sikusuilag Hatchery. I
hope that we can prepare a proposal in the short time that
you have requested. Yoi*.r accessment of the State hatchery
program corresponds”™ with our own exactly and we will do our
best tio assist in the proper development of this hatchery

becav*se of 1its importance to the people of our region.

Sincerely Yours,

pa

cc: John Shively, V_P. Operations, Anchorage
Herman Reich, General Manager, Kotzebue
Calvin Moto, Manager, WANA Seafoods
NAHA Beard

Encl. Bob Bettisworth Letter

1 . - .
varn Member Villages: Ambler, Buck/and, Candle, DeennQ. Kiana, Kivalina. Kobuk. KoCebuc. Hoatak. Nooivik Selamk Shungnak
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MEMORANDUM

To: Members
Hatchery Funding Steering Committee
Office of the Gover”~ra”n/

From: W.l. "Bob"™ Palmer
Special Projects Coordinator
Office of the Governor

Date: April 1, 1982

Re: Workgroup Interim Report
1.0 INTRODUCTION

1.1 MEMBERSHIP

W.1. "Bob"™ Palmer, Chairman

Fred Muller, Department of Administration
Tom Chester, Budget and Management

Eric Laschever, Budget and Management
Mark Siegars, Budget and Management

John McMullen, FRED Division, ADF&G

Pete Froehlich, Department of Law

Resource Persons:

Curt Kerns, Alaska Fisheries Council

Armin Koernig, Prince William Sound Aquaculture Corporation

Ron Wendte, Southern Southeast Regional Aquaculture Association
Ladd MaCauley, Douglas |Island Pink and Chum

Richard Matthews, Armstrong-Keta

Ken Parker, CommFish, ADF&G

Pete Bushre, Department of Revenue

Bob Clasby, CommFish, ADF&G



IVE TRANSFER OF FRED DIVISION SALMON HATCHERIES:
AGES AND DISADVANTAGES

Arguments Supporting Selective Transfer of State Hatcheries
to Qualified Regional Associations

Philosophical Concerns

1.11 User groups pay the costs for hatchery O0&M and CIP

improvements and completions instead of the general public.
v i

1.12 It is in keeping with the basic philosophy that

"government should only do for the people what the people

cannot do for,themselves.™

1.13 Avoids potential conflict of interest by at least a
partial separation of production role from regulatory role.

1.14 Stronger wuser group 1input and control via elected
board members, therefore, more actual public control vs.
state agency control by, at times, entrenched bureaucrats.

1.15 Encourages interested user group members to volun-—
teer to help themselves more than a state operation would
and provides jJobs for young people at less than minimum
state wages.

1.15 Encourages cooperation between sports, subsistence
and the various gear groups of commercial Tfishermen work-—
ing for a common cause.

1.17 Allows for faster overall program development thus
enabling Alaska to establish a claim to its fair share of
of the ocean pasture.

1.18 Encourages Jlonger term view point by user groups
as opposed to "3 R"s™ so prevalent throughout the history
of Alaska.

Economic Considerations

1.21 Ea3es spending limit problems while not adversely 1im-—
pacting other ADF&G programs or missions.

1.22 Saves state O0&M and CIP improvements and completion
costs over project life. This savings will be 1in excess

of S100 million of General Funds monies. Although OSM
loans will be necessary for :he first two years of private
operation while hatchery production is reaching full capa-—
city -- such loans will be *epaid and are an 1investment of
non-renewable oil monies 1in the development of a healthy
renewable resource e"conomy.

1.23 Strong 1incentive to quickly bring facilities up to



full production thus the user groups ere able to harvest
fish sooner. Secondary benefits also accrue at an earlier
date.

1.24 State purchasing and personnel regulations and
statutes, while written to protect public funds, may not
be flexible enough to react in a timely manner when a
quick operational response 1is necessary.

1.25 Stronger incentives for cost effectiveness due to
scrutiny by selected board members, salmon enhancement tax
payers or voluntary assessment contributors,

1.26 As. oil revenues decline some Legislators may be
tempted to close FRED hatcheries. Selected takeover
allows for a more stable funding base. Hatcheries, being
long term projects, require a long term, relatively stable
financial base.

1.27 The private sector has a”stronger 1incentive to sell
fish, therefore a stronger 1incentive for the full utili-—
zation of the Tfishery resource.

Legal/Political

1.31 Avoids severe political controversy that will result

if state attempts to sell fish. Resulting controversy
could severly damage enhancement program -- public and
pri vate .

1.32 AOFFftG has authority under general powers to sell
fish. Explicit statutory authorization 1is preferred,
however. A new statute 1is unlikely to pass due to strong,
opposition of the present limited entry permit holders
objecting to new class of entry permits being created.

1.33 State fish sales of large blocks of fish could
result in market dislocations by upsetting the delicate
balance between sellers and buyers.

1.34 State fish sales may be considered program receipts.
However, the legislature 1is under no obligation to appro-—

priate those program receipts unless they go into a dedicated

fund. If a defacto dedicated fund 1is created, other state
agencies may be encouraged to attempt to set up their own.

In the long run, uncertain oil revenues could result in FRED

hatchery closings even if all of the very severe problems
of state fish sales could be worked out.

1.35 By user groups .bearing costs of some of the hatcheries,

more public suoport is generated for the overall progranm
in that benefits accruing to a readily identifiable special
interest group are paid Tfor by that group.



Arguments Against Selective Transfer Of State Hatcheries
To Qualified Regional Associations

Philosophical Concerns

2.11 IT hatcheries are transferred the State will lose
some of its control over the facility and its management.

2.12 Large runs of adult fish returning to Regional Asso-—
ciation hatcheries may motivate the operators to attempt
to influence. State management decisions.

2.13 In -the near term, hatchery transfers will reduce
FRED Division employee morale.

o &
2.14 In the near term, hatchery transfers may lessen the
degree of cooperation between the Department of Fish and
Game, especially the FRED Division, and the Regional
Associations.

2.15 Removing hatcheries from State operation may result
in either leducing the supply or increasing the cost of
salmon eggs or -fry required for other rehabilitation or
enhancement _projects run by the State.

2.16 The FRED Division has more fish culture experience
than the Regional Associations.

2.17 At those hatcheries transferred, the FRED Division
hatchery personnel will be terminated from State employ—
ment. These personnel may or may not be hired by the
Associations, at the Associations discretion.

Economic Considerations

2.21 The fishermen harvesting hatchery fish will catch

a smaller "portion of the run returning to a hatchery. With
hatchery operation costs paid for out of the general fund"
for stats operated hatcheries the fishermen can harvest

the entire adult return less broodstock. If the facilities
are operated by Regional Associations, the Tfishermen will
have to forgo catching "cost recovery" fish.

2.22 As no Regional Association loan payments are due, it
is as yet uncertain whether the corporations will be able
able to repay the loans they have secured from the State.

2.23 There 1is no economic advantage to transferring
facilities because the State could either sell fish or levy
extra taxes to support the costs of its hatchery operation.



2.24 Financial stability of the hatchery program will
not be increased because revenues to the Regional
Association hatcheries will vary annually with fish
survival rates, fish prices and harvest rates 1in the
common property fisheries.

2.25 The cost of facility operation by the Regional
Associations may be no less than the cost of opera-—
tions by the State.

2.25 The composite "overhead"™ costs.of the Regional
Associations may be greater than that of the FRED
Division. The four regionals each maintain an office,
the FRED Division has only one central office.

2.27 An analysis of economic feasibility will be
required for each facility proposed for transfer.

Poli tical/Legal Uncertainties

There are many Jlegal questions relating to any transfer--
some are of a general nature, some are site specific.

2.31 The legality of transferring state property to
Regional Asssociations 1is questionable.

2.32 Contractual lease arrangements which would provide
for operation of state owned hatcheries by the Regional
Associations need to be developed.

2.33 Contractual rights of State employees currently
operating facilities to be transferred need to be examined.

2.34 The ability of tne Regional Associations to borrow
monies to operate the facilites need to be guaranteed *
until sufficient adult returns make cost recovery possible.

2.35 The ownership of any capital 1improvements which may
be made®by the Regional corporations during the term of
any lease agreement needs to be defi®.ed.

2.36 Transferability of any contractual agreements, permits,
permits or authorizations vrelating to hatchery siting or
operations, which the State has obtained need to be confirmed.

2.37 The State Board of Fisheries must promulgate regula—
tions establishing "special harvest areas defining gear and
time for hatchery harvest.

2.33 The Commissioner must 1issue an ADF&G Private-Non-Rrof.it
hatchery permit for each facility transfered, specifying
species, capacities, egg take and fish release sites, Basic
Harvest Management plans, etc.



>sts Associated with State Salmon Hatcheries
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TOTALS

e 326.

In Alaska,

19(11.

Operating costs (thousands)

FY 02

260.
205.
302.
422.
445.
371.
349.
136.
205.
569.

52.
217.
311.
321.
171.
. 533.

274 .
139.
141.

eNeoNelolNoNelolNoNeNoNe oo NolNoNolNoNoe o)

5037.0

Full

Production

0200.

eleololNeNoloNollelNolNo]

Admin.

anri

Evaluation

60.
50.
100.
90.
120.
90.
90.
100.
50.
130.
160.
60.
70.
00.
50.
100.
70.
65.
70.
35.

1640.

[eNeleleNeNo oo NoNoNeoNeNoNe No e N NoNoNo)

Cap! tal

cost (millions)

Present Future Total
0.79 3.606 4.4 76
0.06 0.071 0.931
5.32 5.175 10.495
3.50 1.219 4.719
5.32 5.175 10.495
7.10 3.090 10.190
4.14 0.925 5.065
0.34 2.00 10.34
1.00 0.60 1.60

12.70 6.793 19.493
6.30 2.35 0.65
1.50 - 1.50
1.37 1.45 2.02
1.11 4.20 5.31
1.60 - 1.60

10.57 7.25 17.02
3.001 1.07 4.07
1.13 6.00 7.13
1.43 1.00 2.43
0.05 0.05

77.13 52.602 129.992



Classification of Other r?zZD Facilities

i.0 Snort or Tourism

Region Hatchery

SE Deer Kt.
Cl Ship Creek
FEX Clear
Total ,

* =

2.0 Research.

Kotzebue. Sikusuilag-

Dillingham East Cr .

Kodiak Karluk

Paxton Gulkana

Totals

FY 82 Completion Full production
0&M costs Capital "yearly OaM cost
Thousands recuired-M_1llions Thousands
2.46.0 0.071 330.0

682.8 6.793 840 .0

328.8 6.-000 420.0
1,257.6 12.864 ) 1,590.i

166.8 L _000 480.0

391.2 1.-870 480..0

205.2 330.0

205.2 240 .0

932.4- 2.870 1,530.0

3.0 Cost Recovery Not Practical or Not Sicnificant

SE Crystal Lake 506.4 1..219 660 .0
Cl Crooked Creek 260.4 420 .0
Cl Trail Lakes 62.4* 2.-350 960.0
Cl Big Lake 246.0 0.600 360 .0
Totals 1, 396 .8 7.855 2,820.0

4.0 Cost Recovery Possible, No Active Reaional Association

Kodiak Kitoi

Cold Bay Russell Cr.t

enot fully staffed
rlaw suit filed

385.2 4 .200 480 .0

639 .6 7.250 720 .0



read:

in the era* at least 1t7 ... ... ...

meeting tc give chose vho did noc voce by written bailor
sc che initial public meeting an opportunity to voce.
These voces snail be counted with the votes counted at che
initial netting. A majority vote for the assessment 1is
required iron the combined tcc»i of che returned ballots
and che votes by ballot cast at both public meetings,
before an assessment may be imposed. No person cay voce
twice.

(5) The qualified regional association shall estab—
lish standard registration procedures for voting c.n as—
sessments under this section..

Sec. AS 16.10 is amended by adding new sections to

Sec. 16.10.600. CEZATIOS OF AUTBOEXTT-ES. (a) An
association qualified under sec. 380 [l this chapter as a
regional association is given cfaa autaority to form a
regional salmon enhancement authority. There 1is created
with respect to each of the associations qualified under
sec. 380 of this chapter a public body corporate and poli—
tic as a political subdivision cf the state ec function in
the operating areas of the individual associations. Each
authority cay exercise all powers conferred by secs. 600 -
620 of this chapter.

Cb) A regional salmon enhancement authority msry noc
transact business or exercise powers granted to it until
the governing body of ths association has. by resolution,
declared there is a need for the authority to function,
given it the authority to fmction and appointed persons to
serve as the board of commissioners of the authority. Tbhs
number of.members of the board of cccmiaaionerx. their
terms of office and the filling of vacancies in office
shall be determined by resolution of che governing body of
the association.

. (c) The regionsl saimon enhancement authority has
jurisdiction to opes. e in all or part of the operating
area of the individual association as determined by reso—
lution of the governing body of the association.

Sec. 16.10.610. TAl EBMFTIT"ON. (a) A salmon en-—
hancement authority is exemot from payment of raxrs or
assessments for a period of 20 years from the effective
date of this Act on property owned by the authority which
is used for salmon enhancement purposes.

Cb) All obligations or liabilities of a regional
salmon enhancement authority remain its own and arc nnc
obligations or llabilitias of the scaca.

Sec. 16.10. 620. POWERS OF TEE AX7TBOEXTT. A salmon
enhancement authority has the general power to

(1) adopt, alter and use a corporate seal;
(2) prescribe, adopt, amend and repeal bylaws;
(3) sue and-be sued in its own nar-e;

A
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(A) appoint officers, agents and employees and
vest then with powers and duties and to fix. enrage and pay

compensation for their services as the authority nay deter-
nine;

(5) borrow money. sake and issue notes and other
evidences of indebtecness cf the authority for any cf its
corporate purposes rad to secure payment its obligations
by pledge of or lien on all or ray ts assets, con-
tracts, revenue rad income;

(6) make and execute agreements, contracts rad
other instruments necessary cr convenient in the exercise
of its powers rad functions, including contracts with any
person, firm, corporation, government agency or ocher
entity;

@) receive, acninisier rad comply with the
conditions rad requirements cf an appropriation, Sjl-.
grant or donation of property cr money;

(S) invest or reinvest money or funds held by
the authority in obligations or ocher securities or in—
vestments in which banka or trusc companies in the state
may legally invest funds held in reserves or sinking funds
cr funcs not required for immediate disbursement, and in
certificates of deposits or time deposits;

(7) acquire, hold, use, lease, sell or ocheruist
disposa of property of ray kind, real, personal or nixed or
any interest in it;

(10) do all acts rad things necessary, convenient
or desirable to carry out the powers granted or laplied in
secs. 600 - 690 of this ch«T."er:

(11) adopt, amen and repeal rules and regula-—
tions necessary.

* Sec. IS. Notification., public meeting rad voting proce—
dures instituted before Che effective dace of this Act Chat are
substantially in ccmcliance with AS 16.10.330(e) shall be con-—
sidered to constitute comnliance with this Act. and axe ratified
upon the effective date of this Act.

* Sec. 19. AS 16.10.100(d) and 16.10.530(b) are repealed.

* Sec. 10- This Act takes effect immediately in accordance

with AS 01.10.070(c).

Approved by the Governor: June 23, 1977
Actual Effective Oats: June 21. 1977

T"-iK.d"



Fish

The following table presents the value of the salmon harvest
to the fisherman for each year from 1970-1980 and shows the
amount of funds which would have been generated by a tax of
2.5%, 5% and 10% respectively. A comparison of these revenues
to the present and planned costs of the hatchery program is
instructive.

The FRED Division was appropriated almost nine million dollars
to operate and ev?J ;ate State hatcheries in FY 83. This level of
operation would have been covered by the revenues generated by

the 5% tax starting 1in 1977. -The 2.5% rate wouuld not have
generated sufficient funds for the 1983 program, although the
1979 revenues would have almost been enough. An expanded

natchery program, capable of producing 50 million adult fish
as called for in the Alaska Salmon Plan, would require an
additional $18 million, or a total of $27 million, 1in annual
operating funds, these Tfunds would have been generated by the
10% rate in 1979 and 1980.

It should be noted that if the tax 1is applied statewide, the
regions with small hatchery programs may be subsidizing those
regions with larger, more expensive programs. A tax on pro-—
cessors would generate an = amount, but would lessen interna-—
tional competitiveness by an unknown amount.



OPTION: PROGRAM ABANDONMENT

The harvesting and marketing of salmon is the most important segment of

Alaska's fishing industry, in terms of both employment and value. If the
salmon enhancement program is abolished, this segment will suffer. We can
expect two general catagories of long-term adverse responses: 1) Continued

economic inefficiency in the processing and marketing sectors; and 2) reduction
in industry revenues over the 'long-term.

Economic inefficiency

Despite extreme and progressive fisheries management efforts, salmon populations
are characterized by large environmentally-produced fluxuations in numbers.

For example, the 1974 salmon harvest was 21.9 million fish; severe catch
restrictions were imposed in several regions. The 1981 harvest was 111.4
million fish, with frequent reports of under-utilized catches and instances

of poor product quality.

Extreme catch fluxations result in markedly lower accrual of sociatal benefits,
due basically to undercapitalization of the processing and marketing sectors.

At any given investment level, a minimum number of fish must be acquired

in order to meet fixed and variable operating costs, as product prices are
typically set internationally. If that minimum numoer is not handled, whether
by a single harvester or a large corporate entity, capital will flow out

of the enoeaver, and the individual or firm will eventually cease operations.

Harvesters protect themselves by entering other fisheries, or by outside
employment; processors protect themselves by gearing for production levels
that approximate average harvest levels, and by inter-regional transporting
of fish. Fish brokers deal with additional fish species, thus reducing
emphasis on salmon. Consequently, larger than average runs are inefficiently
dealt with in terms of both product quality and production costs.

The Alaska salmon processing sector requires additional investment. Alaska
needs not so much additional processing capacity, but rather modernization

and updating of existing plants, if Alaskan salmon products are to remain
competitive. In many locations, canning methods in particular have changed
little since the turn of the century, and have not benefited from more recent
developments in mechanization and management common to other areas of the !
food processing industry. Many plants require complete replacement. They
have been fully depreciated by a series of owners, and cannot be used as

loan collateral at levels above a fraction of their replacement costs.
|

If other enhancement program options are pursued, and increased numbers
of enhanced salmor. result, a base quantity cf production can be maintained.

Poor years-periods of total closure on naturally spawning stocks, with fishing
allowed on just hatchery stocks, may never provide profits, buc can cover

the fixed and variable costs of production, even at higher investment level*,.
Processors and marketers can then justify the increased investments

that are necessary.

Industrv Revenues

The carrying capacity of the sub-Arctic Pacific is unknown with regards
to salmon. It is, however, finite—- The enhancement efforts of Japan and



(PROGRAM ABANDONMENT, cont.) -2-

Russia are programmed to approximately double over the next decade. The
ocean pastures shall be filled. As it will require several decades to occupy

a significant share of salmon pastures, we cannot falter. If insufficient
determination is displayed, the Alaskan salmon industry will ho.lo an ever
decreasing market share. As other North Pacific rim countries increase

their salmon production, the price increases of salmon products can be expected
to slow in comparison with the rise of costs associated with goods and services
that go into harvesting, processing, and distribution of the product. Market-
share and net revenues will subsequently fall, thus additionally discouraging
investment.
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MEMORANDUM
To: The Honorable Bill Sheffield
Governor
From: Curt Kerns, Chai rm?" 't T
Alaska Fisheries Council
Office of the Governor
Subject: AFC Resolution of November 23, 19S2

Date: danuary 3, 1983

The Alaska Fisheries Council respectfully requests your consideration of
the enclosed resolution and accompanying draft legislation.

The resolution and legislation are the cumulation of work Tfirst begun

in July of 1981 when budget and ftenagerrent first flagged FRED Division

operating and maintenance funding as an area of potential problems, given

the imposition of the spending limit. A cabinet-1 evel steering committee

and then a working group were formed. A number of options were reviewed;

the steering committee narrowed the list to five. After additional study,

the Alaska Fisheries Council met to revi ew the options. Four have signif—
icant constitutional or political problems. The remaining option --

selected transfer -- while not free of objections, was judged worthy of
your consideration.

Should your administration make the decision to introduce the enclosed
legislation, passage of the bill and subsequent transfer of selected
FRED production facilities to the private sector will not be a panacea
in that FRED bud getary requi rements will not be reduced. Future increases,
however, will not grow as rapidly wi thout transfer. |If Alaska is to have a
competitive and healthy salnon industry on into the future, FRED will
need to be funded at a rate commensurate with other A.D.F.& G. divisions.

A plethora of background materials are available. If your office requires
further input, please contact es.

End os ures



ALASKA FISHERIES COUNCIL
November 23, 1982

WHEREAS, the Fisheries Rehabil itation, Enhancements Development Division
of the AlaskaDepartment of Fish and Game has played a vital role in the State
of Alaska®"s Salmon Enhancement Program; and

WHEREAS, the Fisheries Rehabilitation, Enhancement £ Development Division
shall continue to play a vital role in the support of the Salmon Enhancement
Program by providing technical services such as pathology, genetics, and lim—
nology, as veil as to produce fish in areas not suited for cost recovery for
the benefit of all Alaskans, be they subsistence, sport, or commercial users,
and continue to develop new biotechnology; and

e WTEREAS, the People of the State of Alasks have expressed their edict by
imposing a spending limit as an amendment to the Constitution of theState of
Alaska; and

WHEREAS, the provisions of the spending limit may cause funding problems
that  jeopardize the statutorily required and other vi.tal contributions of the
Fisheries Rehabilitation, Developments and Enhancement Division to the Alaska
Salmon Enhancement Program; and

WHEREAS, the policy of. the State is to promote enhancement of the State"s
salmon fisheries through private, non-profit regional aquaculture associations
comprised of all of the various user groups, thereby furthering a valid public
purpose; and

WHEREAS, the search for viable options has be exhaustive and but one
found; NOW THEREFORE BE IT

RESOLVED that the Alaska Fisheries Council respectfully recommends to
the Governor of the State of Alaska that legislation be introduced by his
hand to grant authority to the Commissioner of the Department of Fish and
Game to sell or lease State-owned salmon hatcheries to Qualified Regional
Aquaculture Associations, and further be it

RESOLVED that the Alaska Fisheries Council respectfully recommends to
the Legislature of theState of Alaska that said legislation be enacted into
law and further be it

RESOLVED that the Commissioner of the Department of Fish and Game
initiate sincere negotiations with those Qualified Regional Aquaculture
Associations who apply to lease or buy state-owned salmon hatcheries within
their respective regions and that said negotiations oe concluded in a timely
fashion.

Signed,

Curt Kerns, Chairman
Alaska Fisheries Council



ALASKA STATE LEGISLATURE
HOUSE OF REPRESENTATIVES
RESEARCH AGENCY

Pouch Y, State Capitol
Juneau, Alaska 99811

(907) 465-3991
March 17, 1982
MEMORANDUM
TO: Representative Ken Fanning

FROM: David Teal /n?
Research Staff

RE: Disposal of State-Owned Fish Hatcheries
Research Request Number 82-79

John Manly of your staff requested information on procedures for dis—
posing of surplus State”property, specifically fish hatcheries. Our
research indicates that "transfer of State hatcheries to the private
sector would be possible,, but may require legislative action to pay off
outstanding general obligation bonds, revise ie laws governing the
Fisheries Enhancement Revolving Loan Fund, ano/or give State property
away. Additional action would be required by executive branch agencies.

AS 44.71.010 (attached) places responsibility for disposal of obsolete
or surplus State property on the Department of Administration, but the
law does not specify the terms of disposal or the types of property
that are covered by the section. The Property Management Section of
the Department of Administration stated that the Department deals only
with personal or non-real assets; the Department of Natural Resources
has reponsibility for disposal of land.

Hatchery Sites

According to Lowell Barrick of the Department of Fish and Game, the
State owns only two of the 20 sites on which State hatchery facilities
are located. Two- hatchery sites are on military reservations, one 1is
owned by the city of Ketchikan, one is owned by an individual and rented
to the State, and three or four are owned by Native corporations. The
remaining ten or 11 are available through special use permits issued
by the United States Forest Service. Ownership 1is not clear in some
cases where hatchery sites are included in Native land selections that
have not yet been transferred from the federal government to the cor—
porations.



Representative Fanning
March 17, 1982
Page 2

Forest Service permits are 1issued at the discretion of individual

forest managers, but spokemen said that the Forest Service has a general

policy of support for hatcheries and they did not expect any problems

with permits or private sector hatchery operators. Although they did

not think the permit fee of five percent of appraised value of the land

could be waived for private users, they said that attempts to make

transfer of permits as smooth as possible would probably be made. The

permits are usually for five or ten years and can be issued iIn "guaran—
teed renewable™ form.

Chapter 38 of Alaska statutes governs disposal of State lands. The
Department of Natural Resources can dispose of State lands only through
auction, lottery, or negotiated sale or lease. Conveyances to nonprofit
corporations according to rules specified in AS 38.05.315 (attached)
may allow private use of hatchery sites at a lease rate of one percent
of fair market value, but a department spokesman said that only the
Legislature could give away State land. A legal opinion may be required
to determine whether hatchery sites meet the 'social welfare” and
"public use" restrictions of AS 38.05.315.

Military and non-government owners were not contacted to determine
whether transfer of hatchery ownership would result in loss of land use
privileges. If you would like the agency to check with these owners,
please give us a call.

Non-Real Property

According to the Division of Legal Services, bonded indebtedness Iis
the major problem with transfer of hatchery facilities. Because the
hatcheries were funded by general ooligationbends, transfer of hatch-*
eries probably could not occur unless the bonds were paid off first.
According to the Department of Fish and Game, all hatchery facilities
have bonded debt outstanding. Total capital cost as of December 3i,,.
1982 was over $73 million, and expenditures of over $52 million on
existing facilities are anticipated. Tamara Cook, from Legal Services,
said that if the Tfinancing issues coulc be resolved, transfer of fa—
cilities to the private sector would not be a serious problem.

The Department of Administration is responsible for disposal of non-
real property. A department spokesman said that once the question of
bonds 1is resolved, sale of hatchery facilities would not be difficult.
He said that giving the facilities away could present some problem, but
noted that non-real property can be (and has been) donated to recognized
nonprofit aquaculture associations. Tamara Cook stated that the “public
purpose" statute 1is very broad and that if the Legislature wants to
give hatchery facilities away to private nonprofit corporations, it can
probably do it.



Representative Fanning
March 17, 1982
Page 3

Fisheries Enhancement Revolving Loan Fund

The attached description of the Fisheries Enhancement Revolving Loan

Fund is from House Research Agency Report Number 81-14. Marty Lentz,

from the Division of Business Loans, stated that the Division would

probably not be able to lend funds for purchase of an existing hatchery.

AS 16.10.500 specifies that funds may be loaned for planning, construct—
ing or operating a. hatchery, but it does not mention loans for pur—
chasing an existing facility.

In addition, Mr. Lentz pointed out that the current limits on maximum
loan amounts and current level of appropriations would prevent the
Fund from making loans of the size required to purchase most State
facilities at fair market value. Unless the Legislature revises laws
governing the Loan Fund, private financing may have to be obtained in
order to purchase hatcheries. It is unlikely that private financing
would offer terms similar to those available through the State program.

I hope this information 1is helpful. IfT additional information is
desired, please call.

Attachments



Sec. 44.68.040. Violations. A state officer or employee who
violates AS 44.68.010 — 44.68.040 or a Pile adopted under AS
44_.68.010 — 44.68.040 is subject to dismiss.:" from state employment
upon hearing as provided for other dismissals for cause. (84 ch 178
SLA 1959) * .

Chapter 71. Surplus Property.

Article
1. Disposition of Surplus State Property <i 44.71.010)
2. Acquisition of Federal Surplus Property (85 44.71.020 — 44.71.040)

Article L Disposition of Surplus State Property.

Section L
10. Dispos .ion of obsolete or surplus state
property

Sec. 44.71.010. Disposition of obsolete or surplus state prop—
erty. The Department of Administration shall take possession of
obsolete or surplus property of the state for which there isno immedi —
ate or prospective use, except abandoned or obsolete school buildings
and other school property. It shall also take possession of property
remaining in the control of a commission or board of the state govern—
ment after the commission or board stops functioning. The Department
of Administration shall sell, lease, license, or dispose of the property on
the terms itconsiders for the best interests oi the state. (813-14 ACLA
1949)

Revisor's note. — Section 13-1-4 ACLA Am.Jur. 20 references. — land 2 Am.
1949 was repealed by S 48 ch 133 SLA  Jur. 2d, Administrative Law, f 1 et seq,;
1951. Section 1 ch 24 SLA 1953 repealed 63 Am. Jur. 2d, Public Officers und
ch 133 SLA 1951 and S 2 ch 24 SLA 1953 Employees, ii 22.
reenacted 5 13-1-4 ACLA 1949 as it
eappeared in ACLA 1949.

Article 2. Acquisition of Federal Surplus Property. --

«Section Section
20. Authority and duly of Department of 30. Financing surplus property sendee
Administration 40. Authorviation to accept property

Sec. 44.71.020. Authority and duty of Department Of
Administration, (@) The Department of Administration may .

(D acquire from the United States under The Federal Property and
Administrative Services Act of 1949 as amended, referred,to. in AS
44.71.020 — 44.71.040 as the "Federal Act,” and other applicable
Federal statutes and regulations, (63 Stat =377 etsn..,40 U.S.CA 471

219



§38.05.315

Effect of amendments. — The 1978
amendment, in present subsection (a),
aeletc-d "without public notice" following
"renewal lease issued" and substituted
"120 devs" for "90 days" in the first sen-
tence, and substituted "8§ 75 — 85 find
597" for "ard 8§ 75 — 65" in the fourth
sentence.

Public Lands

§(8.05.315

The 1979 amendment added the subsec-
tion (a) designation, substituted "AS
38.05315, 38.05.320, 38.05.057, 36.05.075
— 38.05.085 and 3S.05.097" for "AS
38.05.315 and AS 38.05.320, 3B.05.075 —
38.05.085 and 38.05.097" in the last sen-
tence of subsection (a), and added subsec-

tion (b).

Sec. 38.05.315. Public and charitable use. (@) The lease, sale, or
other disposal of stateland or resources may be made to a state or
federal agency or politicalsubdivision, or the lease, sale, or disposal of
coal deposits suitable formining may be made to a utility owned and
operated by a government agency or nonprofit cooperative association
organized toparticipate under the Federal Rural ElectrificationAct for
the purpose of generating electric power and energy or the production
of process steam, or both, for less than the appraised value as deter—
mined by the director and approved by the commissioner to be fair and
proper and in the best interests of the public, with due consideration
given to the nature of the public services or function rendered by the
agency, subdivision, or utility making application, and of the terms of
the grant under which the land was acquired by the state.

(b) Notwithstanding AS 38.05.070 — 3S.05.080 and 38.05.095, the
director, upon application filedby an applicant eligible under Cb)- (d)
of this section, may, by negotiation and without public auction in the
manner prescribed in .a) — (d) of this section, lease state land for a
term of not more than 55 years. Before leasing, the director shall
prepare a land use plan and a land classification to insure that the
proposed use is compatible with area utilization. Before the land may
be leased under (b) — (d) of this section, it must be shown to the
satisfaction of the director that the land isto be used for an established
or definite); proposed project, and that the eligible applicant has the
financial ability to carry out the project. The commissioner may estab—
lish limitations on the acreage which may be leased under Cb) - (d) of
this section to an applicant. ;

(© Eligible applicants under (b) — (d) of this section are limited to
nonprofit corporations, associations, clubs, or societies organized and
operated exclusively for charitable, religious, scientific, or educational
purposes, or for the promotion of social welfare, ifthe project for which
the land is desired conform™ to those objectives and not commercial
development. No lease of land may be granted under this section for a
project closed to the use and enjoyment of the general public. In every
case the applicant shall submit evidence that it is exempt from
pa3‘|‘|’>ent of federal income tax. As a condition ofand in consideration
of the rights acquired under a lease granted under Cb) — (d) of this
section, each eligible organization and its parent or subsidiary orga—
nisations shall (1) maintain and preserve books, accounts, and records
that the director prescribesby regulation as necessary and appropriate;



§38.05.315 Alaska Statutes Supplement §78.05.315

and (2) accord at all reasonable times to the state and its authorized
agents and" auditors the right of access to those books, accounts and
records for the purpose of inspecting, examining and copying them.
Any information provided the state in the course of an audit becomes
a matter of public record.

(@ The director may lease the land to an eligible applicant at a
reasonable annual rental, taking into consideration the purposes for
which the land is to be used and the financial resources of the appli—
cant. The rental may not be less than one percent of the fair market
value on lands acquired primarily for development, or less than five
percent of the fair market value on university or acquired lands. Rent
may notbe charged for state land leased for a youth encampment. For
the purposes of this subsection, "youth encampment””shall be defined
by the commissioner by regulation. Renewal leases may be issued at
the discretion of the director upon the expiration of a primary or"
renewal term. Each lease shall contain a provision for its termination
as to all or part of the lands upon a finding by the director that the land
or a part of ithas not been used by the lessee for the purpose specified
in the lease for a period of two years. No lease may be assigned or
subleased except with the consent of the director, and in any case may
only be transferred to an applicant eligible under (b) — (d) of this
section. A lessee may not change the use specified in the lease to
another or additional use except with the consent of the director. If, at
any time after the land is leased, the lessee attempts assign the lease
or transfer control over the land to another, or ifthe land is devoted to
a use other than that "orwhich the land was leased without trie consent
of the director, the 1 e automatically terminates.

(e The lease, sale, ur other disposal of state land at appraised fair
market value may be negotiated with a licensed public utility or a
licensed common carrier by the director with the approval of the com—
missioner ifthe utility or carrier reasonably requires the land for the
conduct of its business under its license.

(0 The commissioner shall lease state land for telephone or electric
transmission and distribution lines for less than the apprais<id value of
the land ifthe lessee is a nonprofit cooperative association organized
under AS 10.25.010 - 10.25.650. Before he determines the annual
rental, the commissioner shall consider the nature ofthe public service
rendered by the nonprofit cooperative association and the terms ofthe
grant .inder which the land was acquired by the state. A nonprofit
cooperative association may not construct improvements other than
transmission or distribution lines and substations on land leased under
this subsection. (84 art111ch 169 SLA 1959; am &1ch 155 SLA 1960;
am 81ch 137 SLA 1962; am &1ch 36 SLA 1976; am 812 eh 257 SLA
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FISHERIES ENHANCEMENT REVOLVING LOAN FUND

LOAN This loan program is administered by the Department of Com-
PRO6RAM  merce and Economic Development, Division of Business Loans.

AS 16.10.500 - 16.10.520; enacted in 1S76; amended 1in 1977,
1979, and 1980

Purpose - ; * oL .o
% / .
To provide long-term, Jlow-interest loans to regional as—

sociations for hatchery planning, construction, and oper-
- e ation. ° e ®@e o "

; Method - < .. ' P

Applicant must obtain a salmon hatchery permit (some loans
and grants are available for preconstruction activities
necessary to obtain a permit) and then apply to the Divi—
sion of Business Loans, Department of Commerce and Econom—
ic Development, whose Loan Committee reviews the applica—
tion. Loans are purchased from Commerce and Economic
Development by the Department of Revenue.

Eligibility .

The borrower must be -either a nonprofit corporation
formed by a regional aquaculture association, or a local
nonprofit corporation approved by the regional associ—

ation, or any nonprofit hatchery corporation with a
State permit.

Terms

Maximum Amount: $6,000,f00, to a nonprofit regional asso—
ciation or its designate; S1,000,000, to
any other nonprofit hatchery corporation

Collateral: Determined by the Commissioner; some col—
lateral required by statute
Maximum Term: 30 years - .

Interest Ratt. 9.5%

Funding Sources

General Fund appropriation

eInterest earned on loans



REPORT
SUMMARY

*FY 80 was “the.-first year for which the program received
an appropriation; the only funding before that time came
from loan pre-purchases by the Department, of Revenue.

Reporting Requirements -

AS 37.05.035 requires that each State agency which makes
or purchases a loan prepare a report by January 30 of
each year on the total loans, by type, made or purchased

during the preceding fiscal year. The report must
include:

e “the estimated rate of interest that would have been

charged if the loan had been made or purchased at
the prevailing market rate;
-the difference between 1) the return which would
have been realized had the loan been made at the
prevailing rate, and 2) the return on the Iloans
at the interest rate actually charged by the State;
and

"mean analysis of the income groups that benefit
(tirectly from the loan program.

The Department of Commerce and Economic Development issued its

FY 80 report for the Fisheries Enhancement Loan Program on
January 29, 1981.

The report provides, for each month, the dollar amount of the
loans approved, the interest rate given, and the projected in—
come from the loans, assuming they go to full term. The market
interest rate for each month is also given, as well as the dif—
ference between the projected interest income to the State
from the lower State rate and the total interest income that
the prevailing market rate would have yielded.

From J6 applications, the program made JJ_loans during FY 80..
These loans totaled $4,541 ,000, "and carried an interest rate
of 9.5%; the projected interest income from these loans 1is
$7,362,600. Had the loans been made at the prevailing inter—
est rate, which ranged from 12.5% to 18% during those 12
months, the loans would have had a projected total interest
income of $10,877,029, or $3,514,429 more.
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