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W O R K  D R A F T

CS FOR SENATE BILL NO. 442 (RESOURCES)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATE RULES COMMITTEE BY REQUEST OF THE GOVERNOR

A BILL 

FOR AN ACT ENTITLED

1 "An Act authorizing the commissioner of natural resources to establish a water

2 conservation fee only for the use or sale of water in which the water is removed from

3 the hydrologic unit from which it was appropriated and is not returned to that hydrologic

4 unit; providing for the sale by the state of water appropriated to the state; relating to

5 the removal or appropriation for removal of water from one hydrologic unit to another;

6 and providing for an effective date."
i

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

8 * Section 1. AS 46.15 is amended by adding new sections to read:

9 Sec. 46.15.035. APPROPRIATION OR REMOVAL OF WATER OUT OF

10 HYDROLOGIC UNITS TO OTHER HYDROLOGIC UNITS; WATER CONSERVATION FEE.

11 (a) Water may not be removed from the hydrologic unit f: jm which it was appropriated to

12 another hydrologic unit, inside or outside the state, without being returned to the hydrologic unit

13 from which it was appropriated nor may water be appropriated for removal from the hydrologic
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1 unit from which the appropriation is sought to another hydrologic unit, inside or outside the state,

2 without the water being returned to the hydrologic unit from which it is to be appropriated, unless

3 the commissioner

4 (1) finds that the water to be removed or appropriated for removal is surplus to

5 needs within die hydrologic unit from which the water is to be removed or appropriated for

6 removal;

7 (2) finds that the application for removal or appropriation for removal meets the

8 requirements of AS 46.15.080; and

9 (3) assesses a water conservation fee under (b) of this section.

10 (b) The commissioner shall establish, by regulation, a water conservation fee for a use

11 of water in which the water is removed from the hydrologic unit from which it was appropriated

12 to another hydrologic unit inside or outside the state, without the water being returned to the

13 hydrologic unit from which it was appropriated. The fee established under this subsection shall

14 be graduated to encourage the conservation of water.

15 Sec. 46.15.037. SALE OF WATER BY THE STATE, (a) The commissioner may

16 provide for the sale of water by the state if

17 (1) the water has first been appropriated to the state in accordance with the

18 requirements of this chapter, and

19 (2) the commissioner determines that

20 (A) the water is surplus to needs within the hydrologic unit from which

21 it was appropriated;

22 (B) the proposed sale of the water meets the requirements of

23 AS 46.15.080; and

24 (C) the sale price of the water is based upon the fair market value of the

25 water.

26 (b) A purchaser of water from the state under this section shall acquire only those

27 contractual rights to the water set out in sale documents prepared by the commissioner except

28 that a sale of water by the state does not constitute an appropriation of water under this chapter

29 to the purchaser.

30 (c) If water to be sold by the state under (a) of this section, is to be removed from the

31 hydrologic unit from which it was appropriated to another hydrologic unit, inside or outside the
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1 state, without being returned to the hydrologic unit from which it was appropriated, the

2 commissioner shall, in addition to determining that the sale meets the requirements of (a)(2) of

3 this section, assess a water conservation fee under AS 46.15.035.

4 * Sec. 2. AS 46.15.260 is amended by adding a new paragraph to read:

5 (10) "hydrologic unit" means either a hydrologic unit or subunit established by

6 the United States Geologic Survey on current hydrologic unit maps of the state.

7 * Sec. 3. This Act takes effect immediately under AS 01.10.070(c).
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DIVISION OF WATER

3601 C. S t r e e t  
P.O. Box 107 00 5  
Anchorage, A la sk a  9 9 5 1 0 - 7 0 0 5  
Phone: ( 9 0 7 )  7 6 2 - 2 5 7 5

WALTER J. HICK EL, GOVERNOR

April 17, 1992

Senator Lloyd Jones, Chairman 
Senate N atural Resources Committee 
Alaska State Senate 
Juneau , Alaska

Dear Senator Jones:

In response to our discussions and the questions and suggestions of the members of 
the Senate Natural Resources Committee, I have spent some time with your staff, my 
staff and Assistant Attorney General Rob Nauheim on Senate Bill 442. We have also 
reviewed and worked through the work draft provided by your legislative counsel Mr. 
Luckhaupt.

Enclosed for your consideration is a committee substitute th a t  we believe meets the 
objectives we have agreed on. We have attempted to make the language of the bill 
as clear and precise as possible so th a t  the in tent of the committee is clear.

I hope you will find the product of our combined efforts acceptable and look forward 
to a successful hearing on Wednesday. I have forwarded copies of this le tter and the 
attached alternative bill to the other members of the committee.

Thank you for your support and willingness to work with the administration as we 
a ttem pt to deal with this complex issue.

Best wishes.

cc: Members of the Senate Natural Resources Committee



SENATE BILL NO. 442 

HOUSE BILL NO. 550

APRIL 17, 1992

A BILL 

FOR AN ACT ENTITLED

"An Act authorizing the commissioner of natural resources to establish a water conservation 

fee for the use or sale of water which is not returned to the hydrologic unit from which it was 

appropriated; providing for the sale of water by the state; relating to the appropriation of water 

from one hydrologic unit to another; and providing for an effective date."

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

""Section 1. AS 46.15.020(a) is amended to read:

(a) The commissioner shall exercise all those powers and do all those acts necessary to carry 

out the provisions and objectives of this chapter. The commissioner may

(1) subject to AS 36.30 (State Procurement Code), enter into contractual agreements 

necessary to carry out the provisions of this chapter including agreements with federal, state, and local 

agencies:

(2) apply for, accept, administer, and expend grants, gifts, and loans from the federal 

government and any other public or private sources for the purposes of this chapter, and adopt 

procedures and do acts not otherwise restricted by law that [WHICH] are necessary to qualify the 

state to receive grants, gifts, and loans;

(3) establish a division of water in the Department of Natural Resources and assign 

to that division the responsibility for carrying out the provisions of this chapter^

(4) establish by regulation a graduated water conservation fee for any use of water 

in which the water is not returned to the hvdrologic unit from which it was appropriated;

(5) provide for the sale of water resources by the department; water offered for 

sale by the depart men t must first he appropriated to the department in accordance with the
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requirements of this chanter;

(a) any right to water obtained by a purchaser of water offered for sale 

pursuant to this section shall not constitute an appropriation of water to the purchaser. A 

purchaser shall acquire only those contractual rights to the water set forth in sale documents 

to he prepared by the commissioner or his designee.

* Sec. 2 AS 46.15 is amended by adding a new section to read:

Sec. 46.15.035. APPROPRIATION OF WATER OUT OF HYDROLOGIC UNITS; SALE OF 

WATER, (a) The commissioner shall not approve or permit the appropriation or sale of v/ater that 

will result in such water not being returned to the hydrologic unit from which the water is sought to 

be appropriated unless the commissioner

(1) finds that the water is surplus to current and reasonably foreseeable future needs 

within the hydrologic unit from which the water would be appropriated;

(2) finds that the appropriation meets the requirements of AS 46.15.080; and

(3) assesses a water conservation fee under AS 46.15.020(a)(4).

(b) Water may not be sold by the department under AS 46.15.020(c)(5) unless the 

commissioner determines that

(1) the water is surplus to current and reasonably foreseeable future needs within the 

hydrologic unit from which it would be sold;

(2) the proposed sale of the water meets the requirements of AS 46.15.080; and

(3) the sale price of the water is based upon the fair market value of the water.

* Sec. 3. AS 46.15.260 is amended by adding a new paragraph to read:

(10) "hydrologic unit" means either a hydrologic unit or subunit established by the 

United States Geologic Survey on current hydrologic unit maps of the state.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).



FISCAL NOTE

Revision Date: «.__________22-Apr-92_____________ Department Affected: Natural Resources____
Title: Water Use Fees and Sale_________________ BRU: Water_Management_________________

_____________________________________________ Components: Water Management_________________

Sponsor: Rules Committee for Governor____________ ________________________________________________
Requestor: Senate Resources________________________ COMPONENT SERIAL NO. 916

S T A T E  O F  A L A S K A

1 9 9 2  L E G I S L A T I V E  S E S S I O N  b il l n o . cssb 442(res )

EXPENDITURES/REVENUES:___________ (Thousands of Dollars)

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 147.3 148.3 148.3 148.3 148.3 148.3
TRAVEL 39.0 39.0 39.0 39.0 39.0 39.0
CONTRACTUAL 91.9 47.4 47.4 47.4 47.4 47.4

SUPPLIES 1 1 . 0 1 1 .0 1 1 .0 1 1 . 0 1 1 .0 1 1 .0

EQUIPMENT 35.0 15.0 15.0 15.0 15.0 15.0
LAND&STRUCTURES
GRANTS.CLAIMS
MISCELLANEOUS
TOTAL OPERATING * 324.2 260.7 260.7 260.7 260.7 260.7

CAPITAL

REVENUE GF/PR
Fnd Source: 1005 350.0 15,000.0 30,000.0 200 ,000.0 200 ,000.0 200,000.0

FUNDING: (Thousands of Dollars)
GENERAL FUND
FEDERAL FUNDS
OTHER GF/PR 
Fnd Source: 1005 324.2 260.7 260.7 260.7 260.7 260.7

TOTAL 324.2 260.7 260.7 260.7 260.7 260.7

POSITIONS:
FULL-TIME 1 .0 1 .0 1.0 1 .0 1.0 1.0

PART-TIME
TEMPORARY

Estimate of Current year impact:

ANALYSIS: (Attach a separate page if necessary)

* Funding needs changed per Senate Finance Committee Instructions.

4 Prepared by: _____________ David Orr______________________________ P hone: 762-2572
Division:  Water Management__________ . , ,  D a te : 22-Apr-92

Approved by Commissioner: Harold C. Hei Date: 22-Apr-92
Agency: Department of Natural Resources________

Distribution (by preparer) : Legislative Finance, legislative Sponsor, Requestor, OMB,
& Impacted Agency(ies).

REV 10/91 page 1 of 3



A d d i t i o n a l  I n f o r m a t i o n  
W a t e r  Use F e e s  and Sale of W a t e r  Bill

O p e r a t i o n s

100 P e r s o n a l  
S e r v i c e s

200 T r a v e l

One H y d r o l o g i s t  II, Range 16, S o u t h e a s t  (pft) 
Perso n a l  Servi c e s  for Director, r e p la ces GF 
re d u c t i o n  in Hou se Finance.

For f i e l d  work t h r o u g h o u t  Southeast on streams 
and o t h e r  w a t e r  bodies; to regional offices to
update w a t e r  
Office T rave l

f i l e s . Increase Direct o r ' s

300 C o n t r a c t u a l

400 S u p p l i e s  —

500 E q u i p m e n t  —

A i r c r a f t  a n d  b o a t  charters, office space rent 
for n e w  employee, n e w s p a p e r  advertising, water 
m a r k e t i n g  serv ices and analyses, etc. 
D i r e c t o r ' s  O f f i c e  Contractual.

Misc. o f f i c e  supplies, small p r o f e s s i o n a l  
tools, s urv ey supplies for f i e l d  work. 
D i r e c t o r ' s  O f f i c e  Supplies.

C o m p u t e r  t e r m inals for p o s i t i o n  to support 
data c o l l e c t i o n  and storage; p r o f e s s i o n a l  
h y d r o - s u r v e y  equipment.

R e v e n u e s :

1 , W a t e r  Use F e e s : Once w a t e r  user records are updated, water fees 
f r o m  existing appropriations can be collected. N e w  applications for
3 5 0 , 0 0 0  acre feet of w a t e r  have b e e n  received, and w e  expect 
a p p l i c a t i o n s  for an a dditional 500,000 acre feet b y  the end of FY 93 
(for water export to C a l i f o r n i a ) .

2. W a t e r  S a l e s : The sale of water for export could generate 
s i g n i f i c a n t  new revenues for the State of Alaska. Delivery and 
i n f r a s t r u c t u r e  costs are yet to b e  determined, but prices p a i d  for 
w a t e r  in California p r ovide some indication of the potential size or 
w a t e r  fees. The California w a t e r  bank is buying w a t e r  rights from 
a g r i c u l t u r a l  sources at $1.25 p e r  acre foot. The c o s t  of local water 
d e l i v e r e d  to coastal communities of California is a b o u t  $500 p e r  
a c r e  foot, a n d  the price of reclaime d water is a b o u t  $1400 p er acre 
foot. Current estimates for d e s a l i n a t e d  water are $1800 to $2000 
p e r  a c r e  foot. Santa B a rbara has authorized p a ying up to $1960 per 
a c r e  for desalinated w a t e r  d e l i v e r e d  to that county. The initial 
t a r g e t  volume for sales w o u l d  b e  1 - 2  million acre feet per year. 
A l a s k a ' s  rivers discharge b e t w e e n  800 million and 1 billion acre 
f e e t  into the ocean each year.

F unds c o l l e c t e d  fro m water fees and sales could be used t o  offset the 
cost of w a t e r  management programs, increase the network o f  stream gages, 
a u g m e n t  the S T O R E T’water cata base, a n d  fund village safe  water projects.



Position Title Hydrologist II No. of Positions 
1

Range/Step
16A

Barg. Unit ; 
GGU |

Time Status Staff Months Location Election District
PFT 12 AWA 4

TYPE OF EXPENDITJRE Amount Justification
Saiary 7.0 37.0 This position will inventory water resources in  ̂

Southeast Alaska and collect data on waterbo' lies,Benefits 14.6
Premium Pay • especially those that have been selected, or are j
Other - highly likely to be selected, for large scale water •

Total Personal Services 51.6 appropriations and withdrawals.
Travel 8.0
Contractual 20.0
Commodities 6.0
Equipment 35.0
Other

Total Cost 120.6
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004 120.6
l-A Receipts 1007
CIP Receipts 1061
Other

AGENCY Natural Resources [FY 93 f

Request For BRU Water Management Page 1 of 3

New Position COMPONENT Water Management Revised Dale:

FNPW01



ADJUDICATION PROCESS
Pinpoint withdrawal location
Determine current land ownership and right-of-ways 
Notice to public, agencies and prior water lights holders 
Respond to general questions concerning notices 
Respond to objections to issuance of water rights
Request Hydro Survey assistance - effects on prior appropriators and on water source 
Request ADF&G assistance - effects on fish and wildlife 
Hold hearing a t  request of objectors to water rights
Meet with public and agencies to decide on adequate protection - conditions and 
stipulations
Adjudicate associated right-of-way for a water line 
Conduct coastal zone managem ent project reviews

AMEND PERMIT/CERTIFICATE

Address change 
Change of use 
Change of take
Ownership of property change 
New or additional well log data 
Director’s Preliminary Decisions 
Findings of Facts 
Conclusions of Law 
Final Determinations 
Revocations of Certificates

FILE UPDATE

Address correction 
Meter records
Change legal text due to resubdivisions
Update well log information on computer records to AHS & USGS 
Clean up customer and legal description records on computer

PUBLIC ASSISTANCE

General questions
Specific questions, i.e. locating other water ligh t holders
Well log locations, copy
Fill out water right applications
Quantification of rights
Respond to complaints
Review projects tha t  do not require a water permit



SENATE BILL NO. 442 

HOUSE BILL NO. 550

ADMINISTRATION RECOMMENDATIONS 

APRIL 8, 1992

A BILL 

FOR AN ACT ENTITLED

"An Act relating to the authority of the commissioner of natural resources to establish water 

use fees or provide for the lease or sale of water resources; relating to the appropriation of 

water from one hydrologic unit to another; and providing for an effective date."

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

* Section 1. AS 46.15.020(a) is amended to read:

(a) The commissioner shall exercise all those powers and do all those acts 

necessary to carry out the provisions and objectives of this chapter. The commissioner 

may

(1) subject to AS 36.30 (State Procurement Code), enter into contractual 

agreements necessary to carry out the provisions of this chapter including agreements with 

federal, state, and local agencies;

(2) apply for, accept, administer, and expend grants, gifts, and loans from 

the federal government and any other public or private sources for the purposes of this 

chapter, and adopt procedures and do acts not otherwise restricted by law that [WHICH] 

are necessary tc qualify the state to receive grants, gifts, and loans;

(3) establish a division of water in the Department of Natural Resources 

and assign to that division the responsibility for carrying out the provisions of this chapter^



(4) establish, by regulation, water use and water conservation fees, and 

provide for the sale or lease of water resources; regulations adopted under this 

paragraph must include a provision that

(A) a water use fee may not exceed $1 per acre foot per year for 

appropriations of 50 acre feet or more per year, provided that the water is 

used in or returned to the hvdrologic unit from which it has been 

appropriated; if the commissioner determines that water is returned to the 

hvdrologic unit from which it was appropriated in a condition cleaner than 

when it was appropriated, the commissioner may provide a credit to that water 

user; credits available under this paragraph may not exceed the amount 

otherwise due for a particular appropriation;

(B) in addition to the water use fee, a water conservation fee 

may be assessed for a use of water in which the water is not returned to the 

hydrological unit from which it has been appropriated;

(C) water offered for sale or lease by the state must first be 

appropriated to the department in accordance with the requirements of this 

chapter; water rights appropriated to the state for the purpose of lease or sale 

are not transferable;

(D) a water use fee may not be charged to a state agency, 

nonprofit organization, municipally-owned or operated hydropower generation 

facility, or a user appropriating less than 50 acre feet of water per year, 

provided that non-profit organizations or municipallv-owned or operated 

hydropower facilities do not engage in the sale or lease of water to another 

party.

* Sec. 2 AS 46.15 is amended by adding a new section to read:

Sec. 46.15.035. APPROPRIATION OF WATER OUT OF HYDROLOGIC UNITS, 

(a) The commissioner may allow the removal of water from a hydrologic unit within the 

state to another unit, inside or outside the state, if the appropriation is for less than 50 acre 

feet per year or if the commissioner

. 0 .



(1) finds that the water for which the permit is sought is surplus to current 

and reasonably foreseeable future needs within the hydrologic unit from which the water is 

to be appropriated;

(2) finds that the application meets the requirements of AS 46.15.080; and

(3) asses a water conservation fee under AS 46.15.020(c)(4) and, if the

water is to be sold or leased by the department, assures that the sale or lease price is based

on the fair market value of the water.

* Sec. 3. AS 46.15.260 is amended by adding a new paragraph to read:

(10) "hydrologic unit" means either a hydrologic unit or subunit established 

by the United States Geologic Survey on current hydrologic unit maps of the state.

* Sec. 4. This Act takes effect immediately under AS 01.10.070(c).

(This alternative prepared by the Division o f  Water, Department of Natural Resources, State o f  Alaska.)

}
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WATER MANAGEMENT FEES

The State  of A laska is considering a w ater m anagem ent fee for a num ber of reasons, 
not the least being a method for the sta te  to recover the cost of m anaging Alaska's 
w ater resources from the users of th a t resource. A w ater m anagem ent fee has a few 
other benefits th a t the D epartm ent feels m ake the overall m anagem ent fee proposal 
a complete m anagem ent package. The m anagem ent fee concept in addition to 
m anagem ent cost recovery, promotes the idea th a t w ater is a valuable natu ra l 
resource th a t is required by all A laskans to fulfill their basic needs, such as for 
drinking and bathing, but is also used for the generation of power (hydroelectric, 
na tu ra l gas and oil), food (agriculture, seafood and other processing), tim ber, other 
petroleum  products, mining, and m any other products and services used on a day-to> 
day basis. These same w ater resources are used in their n a tu ra l sta te  to protect fish 
and wildlife and their hab .ta t, recreation, transportation and w ater quality. The 
m anagem ent fee concept may also promote w ater conservation. There are a num ber 
of studies th a t show, as the cost of w ater increases, the use of w ater decreases. The 
m anagem ent of Alaska’s w ater resource will also benefit the s ta te ’s w ater rights 
program  by providing the opportunity to update m any of its  w ater righ t files by 
elim inating those w ater rights no longer in use or by a e -..easing those w ater rights 
where the total quantity  of w ater is no longer being used. The holders of these w ater 
rights ,vill let the D epartm ent of N atural Resources know when they stopped using 
w ater or are using less w ater than  w hat was originally granted to them  when they 
receive their m anagem ent fee notice each year. The updating of the w ater rights 
system  will help the w ater m anager be tter understand the w ater use requirem ents 
for specific commercial and industria l w ater users, sources of w ater in  specific areas, 
where w ater is used and w hat it’s used for.

WHO PAYS ?

Individuals and commercial and/or industria l businesses who use A laska’s w ater 
resources. In reality, it’s not cost effective or feasible to charge all w ater users a fee. 
It has been estim ated to cost the sta te  $50.00 to send and receipt a bill, so the lower 
limit of a m anagem ent fee would have to be $50.00. If the m anagem ent fee is set a t 
$1.00 per acre foot of w ater used, no w ater user using less than  50 acre feet per year 
would be charged. 50 acre feet of w ater is equal to about 44,600 gallons of w ater per 
day. The homeowner using an individual w ater system  (well, stream , or lake), most 
small businesses, community w ater system s (serving less than  90 homes), and placer 
m iners using a suction dredge sm aller th an  6 inches would not be subject to a 
m anagem ent fee. The larger w ater users (50 acre feet per year or more) would be 
subject to the m anagem ent fee. These could include commercial and industrial 
businesses, seafood processors, public w ater supply, agriculture, mining, pulp mills, 
oil and gas development, oil and gas processing and other large w ater users.

WHY A WATER MANAGEMENT FEE ?



W OULD TH E AVERAGE H O M EO W N ER BE A FFE C T E D  BY THE 
M ANAGEM ENT F E E

No, a homeowner using a well, spring, stream  or lake for his w ater supply would not 
be affected by the m anagem ent fee. The m anagem ent fee would only apply to those 
w ater users using a quantity  of w ater equal to or g reater than  50 acre feet of w ater 
per year. A typical single family home uses about 500 gallons of w ater per day or 0.6 
acre feet per year.

W HAT W ILL TH E  F E E S  BE U SED  F O R  ?

Our S ta te  Constitution does not allow the revenue generated from the m anagem ent 
fee to be dedicated for a specific purpose. The D epartm ent of N a tu ra l Resources 
would account for these revenues under a separate  accounting system  and would 
request the legislature to appropriate these revenues each year to the D epartm ent 
for the purpose of m anaging the s ta te ’s w ater resources. The yearly revenues would 
be used to collect, analyze and d istribute w ater resource data , adm in ister the w ater 
rights program , w ater resource planning, enforcem ent and compliance, and public 
education. Any revenues generated in excess of those necessary for m anagem ent 
purposes can be used to strengthen  the s ta te ’s stream  gaging netw ork, establishm ent 
of in stream  flow reservations, and to provide funds to improve or construct remote 
w ater system s for towns and villages.

HOW  M U CH REV EN U E CAN BE G E N E R A T ED  ?

C urrently  there are  about 12,000 active w ater righ t files in the sta te . Those w ater 
users w ith a Perm it to Appropriate W ater or a Certificate of A ppropriation would be 
subject to m anagem ent fees if their use of w ater is 50 acre feet per year or more. Of 
the 12,000 active files less than  1265 use a quan tity  of w ater equal to or g rea ter than  
50 acre feet per year. The quantity  of w ater associated w ith these 1400 w ater right 
files is about 16,720,000 acre feet per year. The largest single category of water user, 
if you include pending w ater righ t applications, is for fish and wildlife conservation. 
There are 43 files in this category w ith a total quan tity  of 9,780,000 acre feet or 58% 
of the total quantity  associated w ith the 1265 w ater righ t files. The w ater in  this 
category is proposed for use, or is used, for instream  flow reservations, fish ladders, 
and h ab ita t enhancem ent projects. Of the 43 w ater rights in th is category, 42 belong 
to the Alaska D epartm ent of Fish and Game. It is the in ten t of the departm en t to 
exem pt sta te  agencies and non-profit organizations from the m anagem ent fee. If the 
w ater used by these exempted agencies and organizations are subtracted  from the 
total quan tity  of w ater (16,720,000 acre feet), the quantity  subject to m anagem ent 
fees would total 3,400,000 acre feet. Assum ing the m anagem ent fee was set a t $1.00 
per acre foot per year, the revenues generated  could total as much as 3.4 millon 
dollars a year. As the sta te  grows and w ater appropriations increase accordingly, the 
revenues would also increase.

N O TE: These revenue figures are subject to the review and updating of the estim ated 
1265 w ater right files in which w ater use of 50 acre feet a year or more is on record.



S e l e c t e d  W a t e r  U s e s  a n d  H y p o t h e t i c a l  A n n u a l  F e e s

(Averages of selected examples from "Water Management Fee Impact" paper)

j Water Use Averagew
(gal/day)

Average 
(Acre Ft/Ŷ r)

Average
Fees

Single Family Domestic 
(Fully Plumbed)

500 1 .6 None
i•

Seafood Processing 1,060,000 1,187,5

r-COr-

Wood Fiber 
(Alaska Pulp Co. &

1 Ketchikan Pulp Corp.)

49,000,000 l 55,510 55,510 !

Placer Mining 
(small to medium size)

11,470,000 12,153 3038

I
Bottled Water 
(Alaska Pure Mountain 
Spring Water, Juneau)

55,000 61.6 61

Oil & Gas 115,295 969.7 970 |
Hydro Electric 144,000,000 161,260 40,315 !

Public Water Supply 4,200,000 I 4,707 : 4,707



LARGEUSE.XLS

WATER A PP R O P R IA T IO N S  50 A CRE-FT. PER  YEAR OR G R E A T ER

Type of U se No. of L arqe  U s e r s Ave. A cre-F t P e r  U s e r  T o ta l  A cre-Ft p e r  Year
C a s h  G ra in s 2 405 810

P o ta to e s 1 100 100
Field C r o p s 12 145 1744

F a r m s - g e n e ra l 31 1584 49099
A n lm a ls - n o n c o m m e r c la l 1 123 123
Lawn a n d  G a r d e n 5 26G 1331
F lnF ish  F ish in g 1 5000 5000
Fish  H a tc h e r ie s 79 4478 353736
L ode G old 11 861 9472
Place.- Gold 896 2130 1908270
M o ly b d e n u m  Mining 1 1447 1447
Metal Mining 5 678 3389
Coal Mining 1 281 281
C ru d e  P e t r o le u m 2 1253 2505
S a n d  a n d  G ravel 1 539 539
A g g re g a t e  W a sh 2 328 657
H ighw ay  C o n s t r u c t io n 2 1202 2403
Frt. T ru c k in g  T e rm in a l 1 484 484
Meat P a c k in g 2 1086 2171
S e a f o o d  C a n n e d 8 2874 22993
S e a f o o d  F re s h 1 81 81
Pulp  Mills 1 5415 5415
Urea a n d  Fer ti l izer 4 1149 4597
P e t ro le u m  R e fin in g 1 855 855
E lec tr ic  P o w e r  G e n e r a t io n 21 81983 1721650
Hydro  P o w e r  G e n e r a t io n 72 35577 2561528
P ub lic  S u p p ly 42 6531 274303
S a n i ta ry  a n d  W a s te 1 1954 1954
S te a m  S u p p ly 3 67 202
C o n s t ru c t io n  M ateria l W hs l . 1 4000 4000
Office B uild ing 1 61 61
Goll C o u r s e 2 60 120
Rec. S e r v i c e s 6 519 3115
C o l le g e s 2 175 351
Wildlife C o n s e r v a t i o n 43 227537 9 7 84083

Total 1265 16728869
’ D o es  n o t  In c lu d e  a p p l i c a t io n s  a c c e p t e d ,  a n d  p e n d i n g .



WATER MANAGEMENT FEE IMPACTS
The impacts addressed by this paper are related to costs to specific water users 
within an industry  and not the industry in general. Each water user may be charged 
a managem ent fee based on its Certificate of Appropriation (water right). If the 
water user has a Perm it to Appropriate Water, the quantity  of water actually being 
used, based on records of tha t use, may be used to determine the annual fee. If  no 
records exist, the fees may be based on the quantity  granted by the Permit to 
Appropriate Water. If a water right holder is no longer using the quantity of water 
granted under the Certificate of Appropriation, the water right holder may relinquish 
the unused w ater in accordance with AS 46.15.140.

This paper will use examples of water use from the following industries: seafood 
processing, lumber/pulp mills, hydroelectric (private and federal), placer mining, coal 
mining, bottled water, oil and gas production, community water supply and public 
water supply. The Division of Water has over 15,800 active water rights files of 
which about 1300 use 50 acre feet of water or more a year. Only these 1300 water 
users will be subject to the management fee.

The fee, for the purpose of this paper, will be $1.00 per acre foot (AF) of water used, 
except for those non-consumptive water uses associated with placer (gold) mining and 
hydroelectric power generation, which will be .25 cents per AF. Fees will not be 
charged to other sta te  agencies or to nonprofit organizations.

SEAFOOD PROCESSING
The seafood processing industry includes the processing of any type of seafood in 
cans, frozen or shipped fresh. Water use in this industry  varies depending on the 
type of processing, final product and the age of the facility. W ater use also varies by 
season, and is sometimes used year round or for only a few months during the 
summer. Examples of water use in this industry  are as follows: Trident Seafoods 
(Akutan), 193 AF/Y or 62,889,243 gallons per year; Trident Seafoods (Sand Point), 
806 AF/Y or 262,635,900 gallons per year; Peter  Pan  Seafoods (Dillingham), 1,034 
AF/Y or 336,929,900 gallons per year; Peter P an  Seafoods (Unimak), 1,613 AF/Y; 
Aleutian Dragon Fisheries (Chignik), 3,298 AF/Y (includes small hydro plant); Inlet 
Fisheries (Kenai), 76.8 AF/Y; Northern Victor Partnersh ip  (west of Unalaska); 672 
AF/Y; Seasonal Seafoods (Kenai), 278.8 AF/Y; Alaska Packers Association (South 
Naknek); 3,226 AF/Y, and Alaska Packers Association (Ugashik River), 677.5 AF/Y.

WOOD FIBER
Our records only show one lumber mill now operating in the state tha t has its own 
water right. There are other mills in operation bu t they use water supplied to them 
by public w ater systems. There may also be other p lants in operation th a t  have 
never applied for w ater rights. The one lumber p lan t  we know of is Chilkoot Lumber 
Company located in Haines, and it uses 78.7 AF/Y. There are two pulp mills



operating  in A laska, which are located in S itk a  an d  K etchikan . S itka  Pulp  uses 
56,119 AF/Y or 18,286,000,000 gallons per y ea r and  K etch ikan  Pulp  uses 54,900 
AF/Y, These a re  th e  two largest w ater users in  th e  s ta te  no t counting hydroelectric 
power p lan ts . Thesp pulp mills each use twice the  q u a n tity  of w ater th a t  the  
M unicipality  of A nchorage uses in a year.

M INING

O f the es tim ated  1300 w ater rights in the S ta te  u sing  50 AF/Y or m ore, 800 of th em  
are  in the m in ing  in d u stry . There are about 200 p lacer m iners in  the S ta te  th a t  on 
the  average hold 4 w a te r  rights. Placer m in ing  in  general is done two ways. 1. A 
suction dredge tak e s  the  w ater, uses it and re tu rn s  it  to the  orig inal source in  a  sh o rt 
period of tim e. 2. A sluice box or w ash p lan t is used  allow ing th e  w ate r to be held  
in  a se ttling  pond and  recycled. The q u an tity  of w ate r used  depends on the  type of 
equ ipm ent used, size of se ttling  ponds, m ate ria l being processed, topography, an d  
m any o ther factors w hich may effect the q u an tity  an d  how w ate r is used. T he w a te r 
used in th is  process is eventually  re tu rned  to th e  s tre a m  from  which i t  w as tak en . 
Some exam ples of w a te r  use by m ining are: A laska Gold C om pany (Anvil C reek), 
2,353 AF/Y or 766,727.400 gallons per year; K eith  Tryck (O phir Creek), 1,647 AF/Y, 
Chomco M ining (unnam ed  creek in the interior); 1,412 AF/Y, V aldez C reek M ine, th e  
la rgest p lacer m ine in  N orth  America uses 46,000 AF/Y or 1,498,900,000 gallons p e r 
y ea r and  G reens C reek  M ine (Southeast A laska), 1145 AF/Y. Note: th e  q u an titie s  for 
placer m ining  w ere bas 1 on a 12 hour work day  for 200 days a  year.

T here is only one coal m ining operation in  A laska, th e  U sibelli M ine a t H ealy. T he 
m ine h as  w a te r r ig h ts  to only 8000 gallons p e r day, w hich is equal to only 9 AF/Y an d  
not subject to a  m an ag em en t fee. Perm its  to A ppropria te  W ater have been issu ed  to 
D iam ond S h a tm r  C h u it Coal, Cook In le t area , an d  to Id im itsu , for th e  W ishbone H ill 
m ine, S u tton . T hese coal m ines have not been  developed an d  no w ater is being used.

BOTTLED W A TER

There is only one w a te r  bottling com pany th a t  h as  a  P e rm it to A ppropriate W ater, 
A laska P u re  M o u n ta in  S pring  W ater in  J u n e a u  uses 80.6 AF/Y or 28,218,696 gallons 
per y e a r . W ETCO, th e  la rgest w ater bottling  com pany in  Adaska purchases its  w a te r  
from the M unicipality  of Anchorage. In add ition  to bo ttling  w a te r for export W ETCO 
also d istills  vodka an d  sells w ater in bulk to a com pany in  Ja p a n , w here th e  w a te r  
is used for m ak in g  perfum e.

OIL AND GAS

The oil and  gas com panies in A laska use w a te r  for m any purpose includ ing  
exploration, p roduction  and processing. M ost of the  fresh w ater used on th e  N o rth  
Slope by the  m ajo r oil com panies is used for exploration. This includes the  bu ild ing  
of ice roads, d rillin g  pads and in the drilling process. The w ater au tho rized  for use 
is norm ally issu ed  u n d e r a tem porary w ate r use p e rm it for sh o rt periods of tim e an d



for quan tities  less th en  40,000 gallons per day. The w a te r used for production is 
norm ally sa lt w ater or w a te r ex tracted  from the oil as i t  is produced from the well. 
This w ater is rein jected to facilitate  oil production. P rocessing  the oil to m ake a 
product such as gasoline or chem icals requires a large q u a n tity  of w ater Unocal 
Chem ical (Kenai), uses 2800 AF/Y; Tesoro Petroleum  (K enai), 425.7 AF/Y; Phillips 
Petroleum  (Kenai), 854.8 AF/Y; and  Chevron USA (Kenai), 566.6 AF/Y. The Alyeska 
Pipeline term inal site  in V aldez uses 201.6 AF/Y.

H Y DROELECTRIC

The use of w ater to produce pow er through  hydroelectric facilities is th e  s ta tes  largest 
w ater user. M any of th ese  large hydroelectric projects a re  s ta te  owned and include 
the T error Lake, B rad ley  Lake, Sw an Lake, and  Tyee H ydroelectric  projects. There 
are  m any o ther hydroelectric  projects which are e ith e r p riv a te ly  owned or owned by 
the federal governm ent. As s ta ted  previously, s ta te  agencies would be exem pted 
from paying a m an ag em en t fee. The federal governm ent an d  p riv a te  ow ners would 
pay a fee of .25 cent p e r  AF. The w ater used for pow er p roduction  a t  some of these 
p rivate  and  federal projects is as follows: The A laska Pow er A dm in istra tion , owns the 
S ne ttesh am  and  E k lu tn a  H ydroelectric projects. The federal S n e tte sh am  project uses
350,000 AF/Y or 114,050,000,000 gallons per year an d  m igh t be subject to a 
m anagem ent fee of $87,500, the E k lu tn a  project uses 240,000 AF/Y. P rivate 
hydroelectric projects include, the  City of S itka’s Blue L ake a n d  G reen  Lake projects. 
The Blue Lake project uses 214,395 AF/Y and m igh t be sub jec t to a  m anagem ent fee 
of $53,599, G reen Lake uses 224,414 AF/Y and m ight be sub jec t to a  m anagem ent fee 
of $56,104. C hugach E lec tric  A ssociation owns the Cooper L ake H ydroelectric project, 
which uses 90,600 AF/Y. S m alle r projects include Focus Energy*s project in  Ouzinkie, 
which uses 5,067 AF/Y an d  E a rle  A usm an's project in  P a lm er, w hich uses 4,342 AF/Y. 
There are m any m icro hydro projects owned by ind iv iduals for th e ir  personal use or 
for sm all business th a t  also use over 50 AF/Y.

PU B LIC  W ATER S U P P L IE S

There are thousands of public and  com m unity w a te r supply  system s operating  in  the  
s ta te . Only those system s using  over 50 AF/Y or 44,600 gallons p er day would be 
subject to a m anag em en t fee. This m eans th a t m ost tow ns, com m unities and villages 
serving less th en  1000 people or 150 fully plum bed hom es, w ould no t be subject to a  
m anagem ent fee un less th e  com m unity or public w a te r system  is serving a large 
w ater user such as a seafood processor. Exam ples of w a te r  use  by com m unities and 
public w ater system s are: Norfolk U tility  (Eagle River), 150 AF/Y, E k lu tn a  U tilities 
Inc. (Eagle River), 277 AF/Y, S e ttle rs  Bay (Knik) 560 AF/Y, M unicipality of 
Anchorage, 26,000 AF/Y or 8,472,126,000 gallons per year. C ity  of F airbanks, 6,504 
A FY , City and  Borough of Ju n ea u , 4,599 AF/Y, City of S itk a , 3,536 A FY . City of 
Palm er, 672 AF/Y and P o rt G raham , 67 AF/Y. The export of w a te r from the S ta te  
of A laska to a reas  outside of A laska is likely. The to tal q u a n tity  of w ater associated 
with these exports is unknow n, b u t it could become one of A laska’s largest w ate r user 
industries.



W A T E R  F E E S  L E G I S L A T I O N

The C om m issioner m ay e s ta b l i s h ,  h v  r e g u la t io n ,  in  a p p r o p r i a t e  
c i r c u m s ta n c e s ,  w a te r  u s e  fe e s  o r  p r o v id e  fo r  th e  s a le  o f  w a t e r  
r e s o u r c e s . ' (HB550 and SB442)

The w ater resources of A laska, according to our S ta te  C onstitu tion , a~e owned by the  
people of A laska. T he S ta te  of A laska "m anages" th is  common p roperty  resource  in  
a tru s t  re la tionsh ip  and  it m ust do so "consisten t w ith  the public in terest" . In  
response to th is  t ru s t  re lationsh ip , the  S ta te  believes it app rop ria te  th a t  those  who 
use very large volum es of A laska’s w a te r should  help pay for th e  cost of m anag ing  
th a t resource. T he S ta te  also believes th a t  large w ithdraw als of w a te r from  a 
hvdrologic u n it should  be assessed  a fee com m ensurate  to the cost of m an ag in g  the  
im pact on th e  ecosystem  and the value of the  resource. A dditionally our w a te r  has  
been harvested  an d  exported w ithout an y  com pensation  for some tim e.

A laska is now facing even g rea te r dem ands for w ater, and  the  cost of w a te r resource 
inventory  and  m an ag em en t continues to go up. Even though A laska h a s  over 40% 
of our n a tio n ’s fresh  w a te r resources, n o t includ ing  ice and  snow, an d  in  p a r ts  of ou r 
S ta te  th is  resource is rep len ished  by up  to 400+ inches of p recip ita tion  a year, we 
have the  sm allest m an ag em en t team  of an y  s ta te . This is because we have a  huge 
w ater resource, in  m ost of A laska, and  th e  conflicts over w ate r have been few. B u t 
in the  face of grow ing populations, in  u rb a n  an d  ru ra l areas, and  in  lig h t of th e  
increasing  dem and for w ate r in  and  outside of A laska, we need to be s m a r t in  our 
w ater m anagem ent. T his costs m oney, and  w ith  declining oil revenues we need  to 
look creatively  and  responsibly  a t how we will pay  for sm art w a te r m an ag em en t an d  
encourage conservation.

So the  question  before the leg isla tu re  today  is no t w h eth er the S ta te  will ap p ro p ria te  
large q u an tities  of w a te r for in s ta te  or in te rs ta te  use, it a lready  is. The q uestion  is 
should the people of A laska, receive ap p ro p ria te  com pensation for th ese  large 
com m ercial uses of th e ir  w a te r  resources?

There are  some legal p a ram ete rs  th a t  re s tr ic t how we approach th is  issue. In  1982, 
in Sporhase v. N eb rask a , the U.S. S uprem e C ourt held th a t  the notion th a t  w a te r  is 
owned" by a  s ta te  is a  legal fiction. T he C ourt found th a t w ater is a com m odity in  

in te rs ta te  commerce. Therefore, s ta te d  very  sim ply, any  law th a t  d iscrim inates  
ag a in st the in te rs ta te  commerce of w a te r  is unconstitu tional. Or, said  an o th e r  way, 
a s ta te  cannot pass a  law th a t  p roh ib its w a te r exports ju s t  because the  s ta te  m ay  be 
opposed to the export of w ater, nor can a s ta te  s tru c tu re  w ater fees th a t  a re  
discrim inatory .



As I have poin ted  out, A laska is exporting  w a te r and  glacial ice. These exports have 
been au tho rized  in bulk  and  in added value products. In e ith er case the S ta te  is 
allow ing the explo itation  of a com m on p roperty  n a tu ra l resource w ithou t 
com pensation . I f  th is  w ere allowed for any  o th e r commodity, it would be considered 
a c lear v iolation of the  public tru s t.

W ith th e  creation  of the  new Division of W ater, we were faced w ith  some decisions 
th a t  h ad  essen tia lly  been m ade by p rio r ad m in is tra tio n s . This is no t to judge those 
decisions one-w ay-or-another. bu t to p lace th em  in  the proper context. The S ta te  has 
p erm itted  26 firm s to h arv est and  ex p o rt g iacial ice. This unique com m odity is 
valued  a t  $500 p e r ton wholesale, w ith o u t an y  com pensation to the  people of A laska. 
T he S ta te  h as  also p erm itted  the export of la rg e  volum es of w ater. M ost recen tly  52 
m illion gallons of w a te r a year from B u rn e tt  In le t  in  S outheast. The ow ner of a  local 
h a tch e ry  developed a  schem e to export A laska  w a te r  to a firm  in  M onterey, C alifornia 
for bottling. T he h a tch ery  ow ner p lan s  to charge the  C alifornia com pany 1 cent p e r 
gallon. H ow ever th e  people of A laska receive no com pensation.

We now have app lica tions from a n o th e r  C alifo rn ia  com pany which p lan s  to even tually  
export up  to 500,000 acre feet (163 billion gallons; of w ate r a year. U n d er th e  law, 
if th ese  app lications m eet th e  req u irem en ts  of o u r s ta tu te s  and  regu la tions an d  th e  
w a te r can be ta k e n  w ith o u t h arm in g  th e  public  in te re s t (fish, w ildlife, recrea tion , 
w a te r quality , etc.) th e  p erm it "shall" be issued . We will of course place responsible 
s tip u la tio n s  on such  p erm its  to e n su re  th e  public  in te re s t is protected.

Is i t  n o t ap p ro p ria te  for th e  s ta te  to seek  som e com pensation for th e  exp lo ita tion  of 
th e  people’s resource? A dditionally , shou ld  n o t the  s ta te  seek to recover th e  
ex trao rd in a ry  ad m in is tra tiv e  costs asso c ia ted  w ith  large appropria tions of w ater?  In  
o u r opinion, i t  is  irresponsib le  for th e  S ta te  no t to seek a t  leas t som e com pensation  
for th e  exp lo ita tion  of our resources.

We have in troduced  legislation th a t  w ould allow  the s ta te  to begin to recover some 
com pensation  from  th e  very  large u se rs  o f th e  people’s w ater. The bill is d ra fted  in  
b road te rm s. I t  w ould expressly  au th o riz e  th e  C om m issioner of N a tu ra l Resources 
to charge w a te r use fees or sell w a te r resou rces to the ex ten t perm issib le  u n d er the  
A laska an d  F ed era l C onstitu tions. R em em ber, we cannot d iscrim inate , even in  our 
fees schedule, a g a in s t in te rs ta te  com m erce. So a  fee would have to app ly  to in -s ta te  
an d  in te rs ta te  uses.

W ate r is a  basic com m odity in a  wide ran g e  of resource developm ent and  
m an u fac tu rin g  in d u strie s  in A laska. T hese  include the more exotic bottled  w a te r 
in d u strie s  w hich also sell w ater in  bulk  to  m anufactu ring  firm s, wood fibre 
processing, fish h a tch erie s  and  fish p rocessing , m ining, oil and  gas developm ent, 
construction , ag ricu ltu re , fertilizer p roduction , recreation  and conservation , and  
pow er generation  to nam e a few. Som e of these uses are considered to be
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consum ptive w hile o thers are  believed to be non-consum ptive. In e ith e r  case the  cost 
of w ater resource m anagem en t is the sam e. In  a lm ost every case these  in d u stries  use 
A laska w ater to acquire or add value to th e ir  p roducts. To say  th a t  the S ta te  is 
subsidizing som e in d u strie s  by allowing them  to use A laska w a te r w ithout cost m ay 
be too harsh , b u t none-the-less true.

To provide a revenue  s tream  for s ta te  w a te r m an ag em en t p rogram s, as well as 
encourage w a te r con ser/a tio n  in those in d u strie s  th a t  use very large volum es of 
w ater, and  to fu r th e r  encourage conservation w hen w ate r is rem oved from  a 
hydrological u n it  of the s ta te , we have suggested , as an  exam ple, the following 
approach: The S ta te  would assess a fla t fee of $1.00 p e r acre foot for any use  of 50 
acre-feet per y e a r  (44.640 gallons per day) or m ore. In  th e  case of a tra n sfe r  of w ate r 
ou t of a  hydrological un it, an  additional conservation  fee of $5 p e r  acre-foot w ould be 
assessed. We also  propose th a t this conservation fee esca la te  w ith  the  cum ulative 
am oun t of w a te r rem oved from the hydrological u n it by a u ser. T h is  conservation  fee, 
depending on the  am oun t removed from the hydrological un it, could yield $10 m illion 
a year, or m ore, to the  people of Alaska. I t  should  be noted, how ever, th a t  an y  fee 
s tru c tu re  would be fleshed out by regu lation  and  public hearings.

W hat is a hydrological unit?  A hydrological u n it is the  scientific delineation  of a 
large d ra inage  or com bination of d rainages th a t  function  in  a  re la te d  m anner. This 
delineation  is m ade  by the U.S. Geological Survey. M any hydrological u n its  in  
A laska are  la rg e r  th a n  m any s ta tes  e a s t of th e  M ississipp i R iver. F or exam ple, 
S o u th east A lask a  is one hydrological unit.

The hypo thetica l assessm en t of a $1.00 p er acre-foot w a te r  m an ag em en t fee for any  
use of w ate r 50 acre-feet p er year or more, m eans th a t  m ost A lask an s w ould n o t pay  
a fee for the  use o f w ater, bu t large in d u strie s  th a t  use s ig n ifican t volum es would. 
No single fam ily  hom e w ith a well uses th is  am o u n t of w ater. C onsum ptive a n d  n o n ­
consum ptive beneficial uses of w ater could also be review ed to s tru c tu re  a fee 
schedule reflective of those differences. B u t such  a fee w ould create, b ased  on 
existing ap p ro p ria tio n s  of w ater, about $3.4 m illion in  new  revenue  to th e  S ta te . 
F u tu re  uses of w a te r  tak en  from a hydrological u n it  m ay  exceed $10 m illion a  year. 
C u rren tly  th e  b u d g e t of the  Division of W ate r is  ab o u t $2.6 m illion of w hich $1.9 
million is from  th e  G eneral Fund. This exam ple is m e a n t to serve  as an  illu s tra tio n  
of the  k ind  of approach  th a t  could be im plem ented  th ro u g h  regu lation .

In add ition  to covering the cost of w ater m an ag em en t, w h a t w ould these  revenues be 
used for? O ur S ta te  C onstitu tion  does not allow  revenue to be ded icated  for a specific 
purpose. The D ep a rtm en t of N atu ra l Resources w ould account for these revenues 
under a se p a ra te  accounting  system  and w ould req u est the  leg is la tu re  to ap p ro p ria te  
them  to the D ep a rtm en t for the purpose of m anag ing  the s ta te ’s w ater resources. 
The revenues w ould be used to collect, analyze and  d is tr ib u te  w a te r resource d a ta , 
ad m in iste r th e  w a te r  righ ts  program , w a te r resource p lann ing , enforcem ent and
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com pliance, and  public education. Revenues g en era ted  in excess of those necessary  
for m anagem ent purposes should be used to s tre n g th en  the s ta le 's  s tream  gaging 
netw ork, ad jud icate  instreum  reservations in critical a reas, and  im prove or construc t 
rem ote w ate r system s for towns and villages w ithou t sa te  d rin k in g  w ater.

But. would such a fee cause economic h arm  to A laskan  in d u stries?  You be the judge.

U nder the hypothetical approach a lready  m entioned , the  K etch ikan  Pulp M ill, one 
of the  la rg est u sers  of w ate r in the s ta te  (17.9 billion gallons per y ear; would only pay  
$54,900 based on th e ir  perm it. If they used  less w a te r th an  allow ed by th e ir  p erm it, 
which is generally  th e  case, they could pay less. How abou t the la rg est p lacer m ine 
in N orth  A m erica, th e  Valdez Creek M ine? E ven w ith  all uses of w a te r  (consum ptive 
and  non-consum ptive; included for th is m assive operation , the to ta l bill w ould be 
$46,000 or less. Sm all placer operators generally  do no t use m ore th a t  50 acre-feet 
a year an d  m any a re . by regulatory  defin ition, non-consum ptive uses.

Based on app lications for beneficial uses of w ater, th e  K ensing ton  M ine, n ea r J u n e a u , 
would pay about $8,000 a year, the AJ M ine w ith d raw al from Gold C reek  w ould 
requ ire  no m ore th a n  about $14,000 a year. And th e  U sibelli Coal M ine w ould pay  
noth ing  each y ea r as they  do not use 50 acre-feet p er year. And so i t  goes.

Let’s look a t  public w ate r supplies. How m uch w ould th e  M unicipality  of A nchorage 
pay? Based on c u rre n t use, $26,000 a year, F a irb a n k s  would pay  $6,504; J u n e a u  
would pay  $4,599; an d  S itka $3,536 each year. T hese a re  no t sign ifican t am o u n ts  tor 
m unicipalities to pay  in  the face of the  revenues they  a lread y  collect. B ut w hy should  
a m unicipality  pay  i f  a  s ta te  agency does not? M any m un ic ipa lities  sell or charge  for 
w ater used  by in d u stry . For exam ple an  A nchorage b rew ery  pays about $79,000 a 
y ear to the  M unicipality  of Anchorage. T he H ilton  H otel pays over $60,000 a y ea r 
and  the S h era to n  a lm ost $34,000. BP m ain  office pays th e  m un icipality  over $41,000 
a year. T he N orthw av  Mall pays over $10,000 a  y ea r an d  th e  Dim ond C en ter, no t 
including Safew ay, Pay  & Save and  L am onts, pays over $71,000 a  year. W ETCO, a 
bottled w a te r com pany th a t  also m akes vodka and  exports bulk  w a te r to J a p a n  as a 
base for perfum es, buys 1.6 m illion gallons of w a te r  a y ea r from th e  M unicipality  of 
Anchorage. J u n e a u  sells w ater to the cru ise  sh ips w hile they are  in  port. O th er th a n  
the pulp mill m ost local industries  in  K e tch ik an  a re  connected to the  public w a te r  
supply.

And w hat abou t th e  com m ercial fishing in d u stry ?  P e te r  P an  Seafoods in D illingham , 
would pay  abou t $1,034; T riden t Seafoods in  S and  P o in t abou t $806; In let F ish eries  
in K enai. only $76; and  A leutian  D ragon F ish eries  in  C hignik, abou t $1,344 a year. 
Is th is a sign ifican t economic burden on th ese  in d u stries?

B ut wait, w h at ab o u t th ings like fish h a tch e rie s  and  hydroelectric projects? A fter all 
they use a lot of w ater. We have proposed, from  the  beginning, th a t  nonprofit u se rs
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of w ater would no t be requ ired  to pay under reg u la tio n s to be adopted p u rsu an t to 
this act. To our know ledge all of the fish h a tcheries  th a t  use fresh w ater are e ith er 
owned by the s ta te  or operated  as nonprofit corporations, and  it really  doesn't m ake 
much sense for one s ta te  agency to pay an o th er for w ater. M ost large hydroelectric 
projects would also be exem pt and any th a t pay (p riv a te  or federal projects) would 
only pay, possibly $.25 per acre foot a year, for the w a te r  they  use not the w ater 
stored in th e ir reservo ir.

O n e  notion, that has been suggested, is that industries that discharge water that is 

cleaner then w h a t  they took should receive a credit against the annual fee. W h y  not? 

This certainly provides a n  economic incentive to clean u p  their discharge without 

m o r e  costly regulation.

.Mi im portan t concern is th e  question  of env ironm en ta l protection. Do we have 
sufficient law s an d  regu lations to ensure the p ro tection  of our fish, wildlife and  
recreational uses of w ater?  As m ost A laskans know, o u r S ta te  C onstitu tion  is unique 
in th a t it has a section on n a tu ra l resource m an ag em en t an d  requ ires  th a t fish and  
wildlife be protected. In addition  to the protection o u tlin ed  in  our constitu tion we 
have a num ber of s ta tu te s  which we have review ed. I t  is o u r conclusion th a t  A laska 
has three basic law s th a t  ensu re  environm ental pro tection . The S ta te  W ater Use Act 
requires th a t  any  sign ifican t appropriation  of w a te r be in  the  public in terest. This 
requires consideration  of e ig h t d ifferent c rite ria  inc lud ing  fish  and  wildlife, recreation, 
and  w ater quality . In  addition , recen t am endm ents to  th e  W ater Use Act, know n as 
the in stream  flow section, ensu res th a t  if  any  person , inc lud ing  the  D epartm en t of 
F ish and Gam e, believes a  w ater appropria tion  m ay  h a rm  environm ental concerns, 
they can req u est a n  in s tre a m  reservation  to p ro tect those  uses. Finally , Title 16, one 
of the basic p e rm ittin g  law s in the D epartm en t of F ish  an d  G am e, ensures th a t  any  
activity w ith in  a s tre a m  or lake th a t would im p act fish  and  wildlife m ust be 
perm itted  by F ish  an d  G am e.

In addition to these  law s, the Division of W ater has m ade it clear to any who have 
requested app lications for w ater, especially w ith  th e  in te n tio n  of large scale export, 
th a t we cannot p e rm it an  appropria tion  of w a te r th a t  we believe harm ful to the  
environm ent.

It is im portan t to u n d e rs ta n d  the  scale w ith in  w hich w a te r exports are being 
considered. As I po in ted  o u t earlier, A laska has, according  to the  U.S. Geological 
Survey, over 40% of our n a tio n ’s fresh  w ater resources. A laska discharges abou t 1 
billion acre-feet or 326 trillion  gallons of w ater p e r y ea r in to  the ocean. Rem em ber 
one acre foot of w a te r equals 325.851 gallons. In those a rea s  of export in te re s t th e  
annual p recip ita tion  is betw een 150 to 400 and  m ore inches a year. In fact the  
precipitation is so high and  the  topography of m uch of S o u th eas te rn  so dram atic , th a t  
it is often said th a t  th e  ra in  h its the m ountains and  falls in to  the ocean.



So m uch for general discussion, let’s look a t a specific ap p lica tio n  for export. S un  
Belt W ater, Inc. of C alifornia has applied for w a te r  from  the S ne ttesh am  
Hydroelectric F acility  located ju s t south of Ju n eau . T his p ro ject draw s w ater from 
Long Lake and C ra te r  Lake and uses an  average of over 350,000 acre feet (115 billion 
gallons) per year. Long Lake alone has a  d rainage a re a  of over 32.5 square m iles 
from w hich it collects w ater. The annual p recip ita tion  in  th ese  d ra in ag es  range from  
190 to 260 inches a year. We have 34 years of flow records on th is  lake system . The 
proposed w ater w ith d raw al point for Sun B elt is th e  ta ilra c e  of the  dam  which is 
located a t tide w ater. T here is a sm all fish h a tch ery  th e re  w hich is operated  by th e  
D epartm ent of F ish  and  G am e and already  has a  w a te r  p e rm it th a t  would not be 
im pacted by the S u n  B elt application.

How m uch w ater can  be responsibly "taken" from th is  d ischarge  poin t for export? 
Sun B elt has req u ested  150.000 acre-feet per year. O ver a  dozen s ta te  and  federal 
agencies have begun  an  in tense  review of th is  ap p lica tio n  an d  will provide th e ir  
com m ents and  concerns to us. I should point out th a t  S u n  B elt is requ ired  to ob tain  
a num ber of o th e r s ta te  and  federal perm its for th is  v e n tu re  before any  w ate r is 
taken. I should also  po in t ou t th a t if the w ater fee leg is la tio n  is no t passed  and  the 
perm its are  issued , the  people of A laska will no t receive an y  com pensation.

We have dozens of s ites  s im ilar to Long Lake in  so u th e a s te rn  A laska. The D ivision 
of W ater has begun  its  own in te rn a l study  of p o ten tia l sources so th a t  the  S ta te  has  
a b e tte r u n d e rs ta n d in g  of th e  scope and  po ten tia l for th is  new  in d u stry . In  o rder to 
provide even g re a te r  p ro tection  of the S ta te ’s in te re s t th e  S ta te  m ay  decide to reserve 
th rough  legislation  or i ts e lf  apply for w ate r r ig h ts  to h igh  q u a lity  sources of w ater. 
This would be done th ro u g h  th e  norm al w ate r ap p ro p ria tio n  an d  ad jud ication  process 
as prescribed by law . The S ta te  could th en  offer th e  specific am oun ts  of w ate r i t  
wishes to export on a con trac tua l ra th e r  then  a p e rm it b asis . In  th is  way th e  S ta te  
of A laska, not an  ou tside  in te re s t, could b e tte r  control th e  w a te r  by determ in ing  if  th e  
contract should be ex tended  a t  the end of each con trac t. F or foreign exports th is  
approach m ay be very  ap p rop ria te  and necessary. T h is  is w hy  we have included the  
notion of the s ta te  selling  w ate r in the legislation. I t  is im p o rta n t to note th a t  any  
person, not ju s t  re s id e n ts  of A laska, anv  person, foreign or dom estic, m ay apply  for 
an  appropria tion  of A laskan  w ater. Once a  certificate  is issu ed  th e  holder of th a t  
"usufructuary" r ig h t can use it forever, provided the  use rem a in s  th e  sam e and  i t  is 
not abandoned.

Remember, the q u estio n  is not if  the S ta te  will a p p ro p ria te  la rg e  q u an titie s  of w ater, 
it is and  will con tinue  to do so consistent w ith  law. T he q u estio n  is can the  people 
of A laska recover reaso n ab le  com pensation for the  exp lo ita tion  of th is  resource? We 
believe we have c rafted  a  legally defensible approach  th a t  allow s th e  S ta te  to do ju s t  
th a t w ithout cau sin g  eccnomic harm  to A laskan  in d u s tr ie s  w hile providing a new 
revenue s tream  th a t  can support o ther w ater based  public policy objectives.
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W A T E R  F E E S

The following table is a suggestion  of how such fees could be assessed  to large users 
of w ater.

(Hypothetical Fee Schedule)

Quantity W ater Stays Within W ater Transferred Out
Acre Feet Per Year a Hvdrologic Sub-unit of a Hvdrologic Sub-unit

Low Ranee High Ranee Low Range High Ranee

+50 - 25,000 $0.25 $1.00 $5.00 $10.00

25.000 - 50.000 $0.25 $1.00 $10.00 $25.00

50,000 - 100.000 $0.25 $1.00 $20.00 $50.00

100,000 - 200,000 $0.25 $1.00 $30.00 $75.00

200,000 - 500,000 $0.25 $1.00 $50.00 $100.00

500,000 - 1,000,000 $0.25 $1.00 $75.00 $200.00

1,000,000 - 2,000,000 $0.25 $1.00 $100.00 $400.00

A Hvdrologic U nit or S u b -u n it - As established  by the U.S. Geological Survey on 
c u rre n t Hvdrologic U n it M aps of the  S ta te  of A laska

No one party  or group of re la te d  p a rtie s  m ay cum ulatively control a n  appropriation  
of w a te r in  excess of the  am o u n ts  lis ted  in the table w ithou t being  assessed  a w ater 
fee rep resen ta tive  of th e ir  to ta l cum ulative appropriation level.

It is th e  in ten tion  of the D ivision of W ater to develop a w a te r fee schedule through 
a public scoping process, d ra f t regu la tions, and public hearings.

D R A F T

(This m ate r ia l  p r e p a r e d  by th e  Division of Water. S ta te  of Alaska)



W A L T E R  J .  H I C K E L

S t a t u  o f  A l a s k a
O F F I C E  O F  T H E  G O V E R N O R  

J  I J N  15 A  II

F e b r u a r y  19, 1992

T h e  Honorable Richard I. Eliason 
President of the Senate 
Alaska State Legislature 
State Capitol 
Juneau, A K  99801-1182

D e a r  Senator Eliason:

U n d e r  the authority of art. Ill, sec. 18, of the Alaska Constitution, I a m  
transmitting a bill to specifically authorize the Commissioner of the D epart m e n t  of 

Natural Resources to establish water use fees or provide for the sale of water 

resources.

T h e  bill is designed to provide for the recovery of the market value of water 
resources co n v e y e d  b y  the state, particularly u n d e r  circumstances involving the 

c o n v e y a n c e  of rights to consumptive uses of large quantities of water.

Regulations developed with public involvement will spell out the details of w h o  will 
b e  c h arged for water, but w e  estimate that only those w h o  use 50 or m o r e  acre 
feet per year (approximately 45,000 gallons a day) will be affected. State 

agencies, nonprofit groups, s u c h  as hatcheries, single family domestic users, 
a n d  other water users to b e  identified during the legislation a n d  regulation 
writing process would not b e  subject to the fee.

Water revenues can be u s e d  to support a wide variety of water-related programs, 
including safe drinking water, water quality a n d  water flow measurements.

T h e  waters of the State of Alaska are a n  important a n d  extremely valuable natural 
resource. T h e  state has a n  important interest in recovering, for the benefit of 
the people of Alaska, the real value of the state’s water a n d  the real costs of 
m a n a g i n g  a n d  conserving water resources. I urge y o u r  early a n d  favorable 

consideration of this bill.

Walter J.#Hckel 
G o v e r n o r
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Oporatlona

1 0 0  P e r s o n a l  —  
S e r v i c e s

2 0 0  T r a v e l  —

3 0 0  C o n t r a c t u a l

4 0 0  S u p p l i e s  —  

5 0 0  E q u i p m e n t  —

A d d i t i o n a l  I n f o r m a t i o n  
W a t e r  U s e  F e e s  a n d  S a l e  o f  W a t e r  B i l l

O n e  H y d r o l o g i s t  II, R a n g e  16, S o u t h e a s t  (pft)
O n e  N R M  I, R a n g e  18, S o u t h e a s t  (pft)
O n e  N R T  II, R a n g e  12, S o u t h c e n t r a l  (temp. —  u p d a t e  o f  
w a t e r  r e c o r d s  d u r i n g  1  y e a r  p e r i o d )

F o r  f i e l d  w o r k  t h r o u g h o u t  S o u t h e a s t  o n  s t r e a m s  a n d  
o t h e r  w a t e r  b o d i e s ;  t o  r e g i o n a l  o f f i c e s  t o  u p d a t e  w a t e r  
f i l e s

A i r c r a f t  a n d  b o a t  c h a r t e r s ,  o f f i c e  s p a c e  r e n t  f o r  t w o  
n e w  e m p l o y e e s ,  n e w s p a p e r  a d v e r t i s i n g ,  w a t e r  m a r k e t i n g  
s e r v i c e s  a n d  a n a l y s e s ,  e t c .

M i s c .  o f f i c e  s u p p l i e s ,  s m a l l  p r o f e s s i o n a l  t o o l s ,  s u r v e y  
s u p p l i e s  f o r  f i e l d  w o r k

C o m p u t e r  t e r m i n a l s  f o r  t w o  p o s i t i o n s  t o  s u p p o r t  d a t a  
c o l l e c t i o n  a n d  s t o r a g e ;  p r o f e s s i o n a l  h y d r o - s u r v e y  
e q u i p m e n t

R e q u e s t e d  f u n d s  w o u l d  b e  u s e d  t o  p r o c e s s  a n d  a d m i n i s t e r  l a r g e  s c a l e  w a t e r  
a p p r o p r i a t i o n s ,  a s s e s s  a n d  c o l l e c t  w a t e r  u s e r  f e e s ,  a n d  m a r k e t  w a t e r  a n d  
i c e  r e s o u r c e s .

R e v e n u e s :

1. W a t e r  U s e  F e e s : O n c e  w a t e r  u s e r  r e c o r d s  a r e  u p d a t e d ,  w a t e r  f e e s
f r o m  e x i s t i n g  a p p r o p r i a t i o n s  c a n  b e  c o l l e c t e d .  N e w  a p p l i c a t i o n s  f o r
3 5 0 , 0 0 0  a c r e  f e e t  o f  w a t e r  h a v e  b e e n  r e c e i v e d ,  a n d  w e  e x p e c t  
a p p l i c a t i o n s  f o r  a n  a d d i t i o n a l  5 0 0 , 0 0 0  a c r e  f e e t  b y  t h e  e n d  o f  F Y  93 
(fo r  w a t e r  e x p o r t  t o  C a l i f o r n i a ) .

2. W a t e r  S a l e s : T h e  s a l e  o f  w a t e r  f o r  e x p o r t  c o u l d  g e n e r a t e
s i g n i f i c a n t  n e w  r e v e n u e s  f o r  t h e  S t a t e  o f  A l a s k a .  D e l i v e r y  a n d
i n f r a s t r u c t u r e  c o s t s  a r e  y e t  t o  b e  d e t e r m i n e d ,  b u t  p r i c e s  p a i d  f o r
w a t e r  i n  C a l i f o r n i a  p r o v i d e  s o m e  i n d i c a t i o n  o f  t h e  p o t e n t i a l  s i z e  o f  
w a t e r  f e e s .  T h e  C a l i f o r n i a  w a t e r  b a n k  i s  b u y i n g  w a t e r  r i g h t s  f r o m  
a g r i c u l t u r a l  s o u r c e s  a t  $ 1 2 5  p e r  a c r e  f o o t .  T h e  c o s t  o f  l o c a l  w a t e r  
d e l i v e r e d  t o  c o a s t a l  c o m m u n i t i e s  o f  C a l i f o r n i a  i s  a b o u t  $ 5 0 0  p e r  
a c r e  f o o t ,  a n d  t h e  p r i c e  o f  r e c l a i m e d  w a t e r  i s  a o o u t  $ 1 4 0 0  p e r  a c r e
f o o t .  C u r r e n t  e s t i m a t e s  f o r  d e s a l i n a t e d  w a t e r  a r e  $ 1 8 0 0  t o  $ 2 0 0 0
p e r  a c r e  f o o t .  S a n t a  B a r b a r a  h a s  a u t h o r i z e d  p a y i n g  u p  t o  $ 1 9 6 0  p e r  
a c r e  f o r  d e s a l i n a t e d  w a t e r  d e l i v e r e d  t o  t h a t  c o u n t y .  T h e  i n i t i a l  
t a r g e t  v o l u m e  f o r  s a l e s  w o u l d  b e  1 - 2  m i l l i o n  a c r e  f e e t  p e r  y e a r .  
A l a s k a ' s  r i v e r s  d i s c h a r g e  b e t w e e n  8 0 0  m i l l i o n  a n d  1 b i l l i o n  a c r e  
f e e t  i n t o  t h e  o c e a n  e a c h  y e a r .

F u n d s  c o l l e c t e d  f r o m  w a t e r  f e e s  a n d  s a l e s  c o u l d  b e  u s e d  t o  o f f s e t  t h e  
c o s t  o f  w a t e r  m a n a g e m e n t  p r o g r a m s ,  i n c r e a s e  t h e  n e t w o r k  o f  s t r e a m  g a g e s ,  
a u g m e n t  t h e  S T O R E T  w a t e r  d a t a  b a s e ,  a n d  f u n d  v i l l a g e  s a f e  w a t e r  p r o j e c t s .
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Revised Data:

No. of Positions

1

Range/Step Barg. Unit

GGU

Location

AWA
Election District

Position Title Hydrologist li

Time Status 
PFT

Staff Months

12

FUNDING SOURCE FOR TOTAL COST

Justification
This position will inventory water resources in 
Southeast Alaska and collect data on waterbodies, 
especially those that have been selected, or are 
highly likely to be selected, for large scale water 
appropriations and withdrawals.

Bother

Other
Total Cost 112.1

Other

Amount

Benefits
Premium Pay

Travel
Contractual
Commodities

Federal Receipts
G.F. Match
General Fund
l-A Receipts
CIP Receipts

TYPE OF EXPENDITURE

Total Personal Services

FNPW01



Position Title
Natural Resources Manager 1

No. of Positions
1

Range/Step
18A

Barg. Unit
GGU J

Time Status Staff Months Location Election District
PFT 12 AWA 4

TYPE OF EXPENDIT JRE Amount Justification
Salary 42.6
Benefits 16.1 The adjudication of water rights facility.
Premium Pay 0.0 Large scale water extraction in Southeast Alaska
Other 0.0 for intake and out of state use and the [

Total Personal Services s 58.7 administration of water management (user) fee
Travel 2.5 program for the Southeast region. This includes
Contractual 9.25 coordination of the project permitting process
Commodities 1.5 through the Alaska Coastal Management Program,
Equipment 10.0 and specific permitting requirement under AS 46.15
Other and other State and federal permits.

Total Cost 81.95
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G.F. Match 1003
General Fund 1004 • 81.95
l-A Receipts 1007
CIP Receipts 1061
Other

AGENCY Natural Resources |F Y  93 |
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Position Title
Natural Resources Tech. II

No. of Positions
1

Range/Step
12A

Barg. Unit
GGU

Time Status Staff Months Location Election District
Temp FT 12 EBA 99 (Statewide)
TYPE OF EXPENDIT JRE Amount Justification
Salary 28.3
Benefits 12.3 This position will be a one (1) year temporary
Premium Pay 0.0 assigned the task of updating up to 10,000 water
Other 0.0 right files on the DNR, Land Administration

Tote! Personal Services r 40.6 System (LAS) computer system. The updated
Travel 3.0 information will be needed in order to
Contractual 9.25 implement the water management user fee program
Commodities 1.5 through the State's Revenue and Billing System
Equipment 0.0 within the Division of Management.
Other

Total Cost 54.35
FUNDING SOURCE FOR TOTAL COST

Federal Receipts 1002
G:F. Match 1003
General Fund 1004 54.35
l-A Receipts 1007
CIP Receipts 1061
Other

AGENCY Natural Resources | f Y 93 ji
R e que s t F o r BRU Water Management IPage J  of S
N ew  P o s it io n COMPONENT Water Management Revised Date: !
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FISCAL NOTE

Revision Date: ____________

STATE OF ALASKA
1992 LEGISLATIVE SESSION

t Version: 6 S  V _______

(S) Publish Date: £  - / ? -  * 7 ^

Title: WatQT V?S,. peei.

Sponsor: Governor bv Rules Committee

Requestor: G ove rn o r H ic k e l____________

Department Affected: 

BRU: Habitat______

Fish and Game

Component: Habitat

COMPONENT SERIAL NO.

Expenditures/Revenues: (Thousands of Dollars)

8j _ £ .

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0

OTHER
FUND SOURCE:

0 0 0 0 0 0

TOTAL 0 0 0 0 0 0

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: No impact on current year.

ANALYSIS: (Attach a separate page if necessary.)

Assuming there is no cost to the state for hatcheries and instream flow reservations 
there will be no fiscal impact.

Prepared By: Frank Rue. Director/^^ToX —  . Phone: 465-4105

Division: Division of Habitatr-^ [j  Date: / 2/13/92______________

Approved by Commissioner: ^ ___________

Agency: Department of Fish and Game______ ,__________  Datfr 7  -

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, 0H8/DBR, Gov. Legis. OSC., & Ispacted Agency(ies). 
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