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Page Three -PWS Science Center
Staff

Director; Dr. G.L Thomas - Ph.D, Universitr of Washington, Fisheries Science,
1978. Experience: conducted basic and apFE) ied research since 1971 for Scripps
Institute of Oceano%ra_phvaC), Fisheries Research Institute (UW{NCooperanve
Fisheries Research Unit (UW), and Applied Physics Laboratory (UW).
Administratively, served as Assistant Leader of the Cooperative Fishery Research
Unit and as Intérnal Director of the North Pacific International Chapter of the
American Fisheries Society.

Administrative Coordinator: Nancy Bird
Office Manager/Bookkeeper: Penélope Oswalt
Education Coordinator: Elizabeth Trowbridge

Board of Directors Scientific Advisory Council
Dr. Pete Mickelson - Wildlife ecologist Dr. Harriet Christensen, Copper River
R.J. Kopchak - Commercial fisherman Delta Institute, Cordova _
Lisa Rotterman - Research associate Dr. John P. Harville, Founding Interim
Spencer Beebe - Pres,, Ecotrust Director, PWS Science Center
Dr. Ken Hill - Veterinarian Dr. John Goering, University of Alaska
Dr. John Gordon, Yale, University
Citizens Advisory Panel Ken Hill, D.V.M., Cordova
Jerry Imm, Minerals Management
Capt. Jerald Aspland, ARCO Marine, Service, Anchorage _ _
Inc. Dr. William J. McNeil, Hatfield Marine
Robert Donald, City of Valdez Science Center, Newport, O_re?_on
Christopher Gates, City of Seward Jon M. Nelson, U.S. Fish & Wildlife
David Janka, PWS Conservation Service, Anchorage
Alliance _ . Dr. Riki Ott, Cordova
Doug Miller, National Wildlife Dr. Stan Rice, Alaska Fisheries
Federation o Science
Jerry San%er, City of Whittier Center, Auke.B_a¥ o
Stan Stephens, Stan Stephens Dr. Donald B. Siniff, University of
Charters Minnesota

Dr. Lavern J. Weber, Hatfield Marine
Science Center, Newport, Oregon

Dr. George West, Homer _

Dr. Francis S.L. Williamson, Institute
of Arctic Blolo_%, Fairbanks

Rosita Worl, Smithsonian Institution

A major grant from the Murdock Charitable Trust and federal funding of the Prince
William Sound Qil Spill Recovery Institute (OSRI(J by NOAA has allowed Dr. Thomas
to assume a full-t_|me_f)osmon and move to Cordova. He will be working on
developing the Qil Spill Recovem{ Institute and the annual workshops -- 1991:
Biological Interactions of Natural and Enhanced Salmon, and 1992: Timber, Fish
and Wildlife - sponsored through a major grant from the Pew Charitable Trusts.



CHENEGA BAY SALTERY
REMOVAL & CLEANUP

$585,000



Excerpt from
Saltery Restoration Plan by James R. Clinton
December, 1990

The study and report present a demolition plan and a project
budget for the removal of the abandoned fish processing plant
which presently exists at Chenega Bay, Alaska.

Summary:

The project can be accomplished without overly severe
environmental regulatory complication or prohibitive cost
penalty resulting from the regulation.

General Information:

The original construction utilized locally cut and milled

spruce. During the past several years much of the usable lumber
has been salvaged leaving the plant open to the full force of
the weather. The remaining structure is full of dry rot and 1is
in the process of collapsing. Most of theeoperating machinery
was left in the plant and is useless for anything but scrap

iron. A substantial amount of this machinery and its"™ attendant
piping is supported off the.floor by rotting wood.

Several large Steel tanks exist outside and immediately adjacent
to the plant. Several were fuel tanks in which was stored
bunker oil and probably, diesel oil. These tanks are supported
from three to five feet off the ground on wood piers, wood caps,
and a timber deck system, all of which is in a condition ranging
from good to advanced decay. All have been damaged severely by
rust and snow loads.

In i1ts"™ present advanced state of decay it is difficult to
overstate the danger this structure presents to anyone in 1t, on
it, or under it. Unfortunately it presents an irresistible
temptation to the village children as a place to play. To
protect their safety it must be removed.

Cost Estimate Summary:

Mobilization and demobilization $239,000

Dismantling and disposal 257,000
Contract preparation and administration 39,000
Project contingency. 50,000

Total Estimated Project Cost $585,000



Alaska State Legislature

P.O. Box Y

Juneau. AK 99811-3100

) ) Phone: (907) 165-3991
Legislative Research Agency Fax:(907)163-3351

June 27, 1991
MEMORANDUM
TO: Representative Gene Kubina

FROM: Glenn T. Graye&l”
Legislative Analyst

RE: Hazardous Substances at Chenega Bay Saltery Site
Research Request 91.313

You asked for information about a herring saltery at Chenega Bay that the
community would like to have removed. You specifically asked about possible
funding sources to do the work, which involves removal of hazardous substances.
This memorandum provides a history of the problem and identifies the current
status of the clean-up effort as well as possible funding sources.

Background

The Chenega Bay herring saltery site currently poses several threats to local
villagers. First, the buildings are collapsing and village leaders fear that
someone will be injured. Although the site 1is posted against trespassers,
children and other villagers are often seen at the site. Second, friable
asbestos 1is present in the buildings, both on the floor and on pipes and other
fixtures. Third, large fuel oil tanks are leaking bunker crude onto the ground

and into the water. Other threats 1include 55-gallon drums containing
unidentified substances. The creosote-treated pilijigs supporting the
structures are also considered a hazard and cannot be burned. A report by

the Alaska Health Project identifies these and other concerns (Attachment A).

Although the site is currently administered by the State of Alaska, the federal
government originally owned the land. The U.S. Forest Service issued various
fish processing companies special use permits to use the Chenega Bay herring
saltery site. Use of the site ended in the 1940s. The community of Chenega
Bay relocated close to the saltery after the 1964 earthquake. The Chenega
Native Corporation selected this saltery site as part of its land entitlement
under the Alaska Native Claims Settlement Act (ANCSA), and the Bureau of Land
Management (BLM) 1issued an interim conveyance to the corporation in 1979.
Authorized by a provision in the ANCSA [Section 14 (c) (3)], the corporation
conveyed the land to the state in trust during 1983 until a local municipality



Representative Kubina
June 27, 1991
Page 2

becomes incorporated.l The site, administered by the Department of Community
and Regional Affairs (DCRA) as part of the Municipal Lands Trustee Program, was
leased to the Chenega Village Council 1in 1984 for future use as a bulk fuel
storage site.

After the 1land was conveyed to the state, the Alaska Department of
Environmental Conservation (DEC) identified the hazardous substances at the
site and notified the Village of Chenega Bay (Attachment B). In 1985, the
State of Alaska sued the Forest Service (i.e., the Secretary of Agriculture)
in an attempt to get federal funding to clean up the site. During September
1990, the federal district court granted judgment to the federal government,
and the Attorney General decided not to appeal the case (Attachment C).

Rick Elliot, program manager for the Municipal Lands Trustee Program, said that
the community originally planned to use the site for bulk fuel storage.
According to a letter written by Marty Rutherford of the DCRA, the community
of Chenega Bay now intends to develop a port facility at the saltery site
(Attachment D). Before the port facility can be developed, however, the
buildings will have to be removed. Prior efforts to remove the buildings by
the community have been curtailed because of special treatment needed to remove
the asbestos, fuel oil and creosote-treated pilings.

According to Lynn Chambers of the North Pacific Rim, the regional nonprofit
Native corporation, the saltery buildings were constructed on pilings over the
water. The buildings are currently collapsing and some of the oil tanks still
have about a foot of sludge in them that is slowly leaking. Ms. Chambers said
that an engineering firm (H4M Engineering) has estimated that it will cost
about $585,000 to remove the buildings and that the Chenega Bay Village Council
does not have resources to pay for such a removal. The removal of the
buildings includes storage of the creosote-treated pilings, treatment of the
asbestos, removal of the fuel tanks, and removal of machinery.

Clean-up Funding Options

According to Jane Tonkin of DEC"s Cordova office, various funding options have
been or are currently being explored to remove the contamination. The
department has unsuccessfully tried to add the site to the superfund list (the
list of the nations™s worst sites contaminated by hazardous substances) and the
agency is currently exploring the possibility of using funds available for
emergency response. The site, however, ranked low on the state®s hazardous
sites priority list.

AS 44.47.150 directs the commissioner of the Department of Community and
Regional Affairs to "accept, administer, and dispose of land conveyed to the
state in trust by village corporations™ pursuant to the ANCSA provision.



Representative Kubina
June 27, 1991
Page 3

Lynn Chambers of the North Pacific Rim said that she has unsuccessfully
attempted to obtain removal funds from the U.S. congressional delegation. Ms.
Chambers noted that the site has been included on a BLM list of contaminated
sites conveyed to Native corporations. A recent article in the Anchorage Times
claims that Congress will ask the BLM to negotiate with the Alaska Federation
of Natives to determine how these sites will be cleaned up (Attachment E).
However, according to Wayne Svejnoha, a BLM hazardous materials specialist, it
is unlikely that the BLM would assist with the clean-up of this site because
the contamination occurred while the Forest Service managed the land.

The party ur parties liable for the clean-up of this site is unclear. However,
according to Assistant Attorney General Breck Tostevin, the state is not liable
for the clean-up because of how it received the land. A federal court has
found that the USDA Forest Service is not liable for the asbestos removal. The
Chenega Native Corporation could be found liable for clean-up costs, but the
corporation does not have funds for this clean-up. Mr. Tostevin thinks that
if federal funds cannot be obtained for the clean-up, it may be necessary to
appropriate state funds for this purpose.

I hope that you find this information useful. Should you wish additional
information about this issue, please contact this agency.

Attachments



STATE OF ALASKA — ELECTION DISTRICT REPORT
DISTRICT 06 PRINCE WILLIAM SOUND
CAPITAL BUDGET SUMMARY
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BUDGET COMPONENT GOV CAP
DEPARTMENT OF EDUCATION
AVTEC MAINT/EQUIP/DORMITORY 300.0"
DEPARTMENT OF TRANSPORTATION/PUBLIC FACILITIES
CENTRAL REGION FEDERAL HIGHWAY
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VALDEZ SAND STORAGE BUILDING 400.0 /

DEPARTMENT OF COMMUNITY & REGIONAL AFFAIRS

CHENEGA CONTAM SITE CLEANUP 30.0

xxx ELECTION DISTRICT TOTAL XXX 22356.1
FED RCPTS 22026.1

330.0

GENERAL FUND

SALEDST

FISCAL YEAR 1993

PAGE

6



CONTRACT

ADMIN

S TR

PROJECT c

TOTAL

EST

COSTS:

A

0

T

otal e s
ctor c o
otal e s

D D CONTR
VERHEATD

G ENCY

D PROJETCT

CHENETGA

A

Cost

imat

imat

cCo0oSsT

e

e

e

0

S

T

N

B AY DEMOLITION

Estimate?"*

Summar.y

bricants

B profit

contract

1991

DOLLARS

PLAN

5



A PLAN FOR THE RESTORATION
OF
THE SITE OF THE ABANDONED CANNERY
AT
CHENEGA BAY, ALASKA

Prepared By
JAMES R. CLINTON
December 10, 1990

For

THE NORTH PACIFIC RIM
3300 C Street
Anchorage, Alaska
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Several large steel tanks exist outside and

immediately adjacent to the plant. Several were -fuel
tanks in which was stored bunker oil and, probably,
diesel oil. These tanks are supported -from three to
five feet off the ground on wood piers, wood caps, and a
timber deck system, all of which is in a condition
ranging from good to advanced decay. The tanks are of
bolted construction. All have been damaged severely by
rust and snow loads. It is probable that the bottoms
below the outlets contain sludge residues of the
products that were stored in them. Some spills have
occurred around the tanks. At the time of inspection
the snow and ice cover in the area rendered it not
passible to estimate how much product has spilled, but
other investigators have previously estimated that about
3,000 gallons or a little more have emptied on the
ground. It was not possible to see how far it has

spread or to what degree it has weathered.

The piles supporting the over water portion of the
structure are a mixture of native spruce and other wood
piles which appear to have received some sort of

treatment which is probably creosote. The untreated
piles are rotting above water and destroyed by marine
worms below water. The creosote piles have weathered

almost surface clean but appear to be in bette- shape.
A sixteenhundred square foot area of the center of the
pile supported structure has collapsed into the waters?
edge at this writing. It would not strain the
imagination to picture the whole pile supported section
collapsing into the bay with this winters?7 snow load
during the southeasterly storms which are common to the
area. In such an event the debris would be scattered by
wind, wave, and tide throughout Prince William Sound to
become a hazard to both navigation and the fishermen who
use these waters.

In its 7 present advanced state of decay it s
difficult to overstate the danger this structure

presents to anyone in it, on it, or under it.
Unfortunately it presents an irresistible temptation to
the village children as a place to play. To protect

their safety it certainly must be removed.

DEMOLITION PLAN: ,
1. MOBILIZATION. It has been assumed in the
preparation of the cost estimate for this project that j
the equipment and supplies for the project will be moved
to Chenega Bay from Seward or W hittier. Mobilisation A

from Valdes or Cordova would cost about the same.



Conversations with the Community Administrator of
Chenega Bay indicate that the community desires that
local residents be given pre-ference in hiring -for the
work. This is desireable in all respects depending on
the availability o-f qualified people at the time needed.
If the job is timed correctly it should be started as
soon as the snow is gone in the spring to take advantage

o-f the best weather for the work. But this would time
the work to be in full swing at the same time as the
fishing season in the Sound. Obviously, since Chenega
Bay is a fishing village, this would present a choice to

gualified local residents.

It was also indicated that the residents would not fully
enjoy the influx of a crew from outside the community.
It is a quiet, insular community. Intrusions of this
nature are very distressing to them.

In resolving these issues the conservative option

has been taken in preparing the cost estimate. The cost
of a temporary camp which will accommodate a maximum of
14 people is included. This camp will require
cooperation from the village in providing a suitable
site with access to sewer and water. It might be of

interest to the community to use this as an opportunity
to leverage the acquisition of some quarters for
accommodating visitors to the village.

1. ASBESTOS. Two sets of regulations apply:
a) Alaska Department of Labor
Division of Labor Standards and Safety
Occupational Safety And Health Standards
Construction Code (Asbestos)
Copies of this code may be obtained in Anchorage at the
Alaska Department of Labor, 3301 Eagle Street.
b) United States Environmental Protection
Agency
Office of Pesticides and Toxic Substances
Washington, DC 30460
Guidance for Controlling Asbestos—
Containing Materials in Buildings
Ref: Paragraphs 61-145, 61.146, 61.147
Copies of these regulations may be obtained in

Anchorage at the Alaska Operations O ffice, Federal Court
House, 333 W. 7th Ave ., Room 537.
Note should be taken of 61.145(c). If a higher

governmental authority (Borough or State) ordered
demolition then the EPA requirements are simplified.
Unfortunately no Borough exists and no State agency
claims that authority.

The written notice required in para 61.146 is
mandatory and must be submitted as specified-



The general effect of these regulations is to.
require that the asbestos be removed by trained,

certified people. These workers will be required tc
wear respirators and disposable protective clothing.
Nobody will be permitted on the jobsite during asbestos
removal excepting these equipped workers. They will
have to keep the material which they are removing wet
while it is being handled. The asbestos will be
packaged in marked, sealed, double bags. Disposal of
the bags must be in a permitted landfill. The closest
permitted landfill is in Anchorage. This work is a
specialty and is ordinarily subcontracted out by a
General Contractor to a specialist. Prudent cars must

be taken by both the General Contractor and the
Subcontractor to keep this phase of the operation safe
for the workers.

2. GENERAL DEMOLITION. The overall plan for
demolition is as follows:
a) Remove the asbestos.
b) Prepare the community landfill site tc

receive the scrap wood for burning

c) Clean up the sludge as it may appear inside
the tanks and package the sludge in
acceptable tanks and the soiled sorbents
and waste in poly bags. These containers
will be stockpiled for later shipment with
the asbestos containers and scrap iron to
acceptable disposal sites.

d) Dismantle or cut up the tanks into
convenient sizes for handling and shipping,
and stockpile them in the area of the beach
landing site.

e) Clean up the spilled oil sludge from the
ground, and package and stockpile it for
later shipment. Alaska DEC regulations
require the ground contamination to be
reduced to SO parts per million.

f) Continue the onshore demolition.
Haul the wood to thelandfill and pile and
burn it. Reduce the iron to convenient
handling and shipping size and pile it for
loading and shipping.



g> The demolition o-f the portions o-f the
structure which are supported on piles over
the water requires some discussicn.

It is possible that a resourceful
demolisher could remove the pile supported
sections o-f the structure -from the land.

It would be risky and inconvenient to do
so, but it can be done. In the interest of
safety and the more conservative

approach, the cost estimate contained
herein has been based on working from the
water utilizing a crane mounted on a barge
to remove the over—water portions of the

structure. These operations can and should
be conducted concurrently with the onshore
work .

Everything above the pile heads will be
hauled to the landfill site and burned.
The piles will be removed by breaking them
off at the mud line with the crane. The
native spruce piles can be burned. Alaska

DEC regulations ISAAC 50.030(b) (c) forbid
burning creosote treated piles. They must
either be salvaged and stockpiled for
future wuse or removed from Chenega Bay and
hauled to and buried in a licensed
landfill. Anchorage is the closest place.
This plan anticipates salvaging and
stockpiling the creosoted piles in the area
of the Chenega Bay landfill. The creosoted
piles should not be stacked in a tight
pile, but they should be cribbed with
space between piles and tied at the corners
to keep them from ratling. The salvaged
piles will be useful in the future as
building piers.

DISPOSAL. . -

a) Asbestos, properly bagged and marked, will
be sent to the landfill in Anchorage.

b) Oil, oily waste and grease will be sent to

a disposal site in Oregon.

c) Creosote treated piles will be -salvaged and
stockpiled at the landfill site in Chenega
Bay .

d) Scrap iron will be sent to Anchorage for

consolidation with other scrap for shipment
to the scrap markets outside.
s



e) Scrapped Ilumber and any other combustibles

will be burned at the Chenega Bay Land-fill
and the residue buried . Diher
noncombustible trash will be buried in the
landfill.

PROJECT BUDGET:

Mobilisation and demobilisation SE39, 000
Dismantling and disposal E57,000
Contract preparation and administration 39,000
Project contingency 50.000

TOTAL PROJECT BUDGET 3535,000
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EQUIPMENT:

*Jn 1 ts I tera T ime Rate lota i POL
1 Reach crane or h oe 3 Mo . 90 CO 27000 4050

A Buildozer - " 3600 10500 1620
Dumptrucks “.#. 4 0G0 24000 3600

1 Front e nd Loader 3 cy 5000 « 5000 2250

1 Compressor 150 c fm - - 300 900 J.

i Water pump 5" H i press ° - 300 900 135

1 Welding M achine 200 amp - “ 300 900 135

! Clamshel./l bucket - " 150 450 6 3

4 Chainsaws - ' LS 6 00 90
i Jackhamnmnmer 2 w ks LS 100 -5
Camp for 14 mer 3 Mo . I ncluded m Labor T

1 Crane-=-»>barge 50 ton 1 25000 25000 1500

1 Tender barge 2 4000 8 000 1000

1 Work s ki ff & motor 3 - 500 1500 160

l ot Hand tool s & rigging LS 6 000 -
l ot M i s c vehicles £ e quip t 3 M o 2 400 360
TOTAL S 123550 315118

ROUNDETD S 122600 3 1'sS 100

TRANSPORTATION

2 R/ T H vy duty Il owboy 1050 2100
6 R/ T Flathbed or V.an 6 50 3900
30 R/ T Adr charters 250 7500
6 R/ T Tug charters 5000 30000
2 c /L Scrap s hipment 2000 4 00 0
Hazardous waste s hipment LS 5000 o o
TOTAL 352500
ADMINISTRATIVE 0OVERHEATD: c -
Contract preparation 2 650
Advertizing 500
supplies & printing 750
administration 29000
Transportation 8 R/ T 5 250 2000
Testing fees 4 00 0
TOTAL -

ROUNDED 339000
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Alaska State Legislature

Chairmen During Session:

Slate Attain

State Capitol

Committee P.O. Box V

Juneau. Alaska 99811

Legislative Council (907) 465-4859

Transportation

Committee

During Interim:

Representative Eugene Kubina PO, Box 2463
Valdez, Alaska 99686
(907)835-2111

August 13, 1991

Edgar Blatchford, Commissioner

Department of Community and Regional Affairs
P.0. Box B

Juneau, AK 99811

Dear Edgar,

When we last met in June, we discussed the issue of the herring
saltery in Chenega Bay and the necessity of its removal. We agreed
at that time to each look further 1into the matter. My efforts
continue to be thwarted by +-he legalities involved. Have your
inquiries yielded any answers?

As you know, the saltery is an ongoing health and safety threat to
the people of Chenega Bay. I feel it is urgent that we figure out
a way to solve the responsibility question and move on toward a
removal of this hazard at the soonest opportunity.

Thank you very much for your help in this matter. I look forward
to hearing from you soon.

Sincerely,

Representative Gene Kubina
District Six

- DISTRICT SIX -

» Chenega Bay ¢ Chitina » Cooper Landing * Cordova « Hope * Moose Pass » Seward « Tatitlek « VValdez « Whittier ¢
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SEWARD SHELLFISH HATCHERY

SUMMARY sHEET

The Alaska Mariculture Industry
® The deliiishmariculture industry inAlaska Bexpanding repidly.

e The number of permitted aguatic farms inAlaska now exceeds the number for
Oregon and Washington combined.

e SelHish sales from Alaska farms Bexpected 1 reach §2 million in 1992 and exceed
$4 million in 1993.

= The concerm about healith problems associated with eating Selifish from polluted
waters has significantly dampened market demand. Alada, with itspollution free
waters and strict ingpection program for retural ly occurring taxins such PSP and
domonic acid, isone of the very few place that can market dellfish tret sgenuirely
sfetoeat This could tum the Stata into a major elfshayplier.

Hatchery Rationale

= Insure a relicble supply of oyster seed for the grov—out fams.  Qurrently, dll oyster
seed Bsupplied by two hatderies located autsice the state, one In Califoriaand one
inWashington state.  Ifeither hatchery losss itscartification or hes production
problems, itcould devestate the Industry inAladka.

= There Ba concem that bringing largevolumes of oyster seed Into the state wall
Inoreese the riskthat a el Hish pathogen with slip through the detection netand be
introduced INAlaskavaters. An oyster hatchery inAlaskawould significantly
reduce die need for seed from autsice the Sate.

e Currendy trere sno effart to aulture clams or scallgs In the sare because itist0
difficult to dotain clan or scallgp sead. A hatchery in the state could provide a source
for clam and scallgp seed and al lov delbfish farmers to begin taidg advantage of the ©
exgptional markets for both these gocies.

= Reseeding projects to restore clam beds destroyed by the Exxon Valdez ail saill wall
need an Instate hatchery to supply die seed stodk.

Concept

= The Chugacbh Regional Resources Commission (CRRC), aNative consortium
involved with ratural resource development in the Chugach Native region, B
proposing o oversee construction and gperation ofa delfish hatchery located in
Senard. This hatchery will be used 1o supply seed stodk o Selfish famers
including those geerations located in the Native villlagss in the region.



SEWARD SHELLFISH HATCHERY
SUMMARY SHEET
The Alaska Mariculture Industry
* The shellfish mariculture industry in Alaska is expanding rapidly.

e The number ofpermitted aguatic farms inAlaska now exoceeds the number for
Oregon and Washington carbined.

e  SelHish sales from Alaska farms Bexpected to reach $2 milllion in 1992 and exceed
$4 million in 1993.

e The oconcem about health problems associated with eating delHish from polluted
waters hes sighficantly dampened market demand. Alaska, with mtspollution free
vaters and strict inggection program for neturall ly occurnring toxins such PSP and
domonic acid, isone of the very few place that can market deltfish thet isgenuirely
sfetoet. This could tum the state into a major delfshayplier.

Hatchery Rationale

* Insure areliable supply of oyscer seed for the grow-out farms. Currently, all oyster
seed is supplied by two hatcheries located outside the state, one in California and one
in Washington state. |f either hatchery loses its certification or has production
problems, it could devastate the industry in Alaska.

= There Ba concem that bringing largevolumes of oyster seed into the state will
increese the risk thatt a delfish pathogen wirth slip chrough the detection netand be
introduced into Alaskavaters. An oyster hatchery in Alaska would significantly
reduce die need for seed from autsice the date.

® Qurrently there sno effart to aulture clars or s;aAllges In the SEie because It O
difficult to dotain clan or scallgp ssed. A hatchery in the state could provide a source
fordam and scallg seed and alllovgellish farers to begin taking advantage of tre *
exxeptioral markets for both these ge0e™.

= Reseeding projects to restore clam beds destroyed by the Exxon Valdez il sallwill
need an instate hatchery to supply die seed stodk.

Concept

e The Chugacb Regional Resources Commission (CRRC), aNative consortiun
Involved wirth natural resource development in the Chugach Native region, B
proposing to oversee construction and gperation ofa dellfish hatchery located in
Senard. This hatcherywill be used to supply seed stock to delifich farmers
including those goeratians located in the Nattive villegss in tre region.
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The hatcherywill be located In Seward on land provided by the University ofAlada,
Institute of Marine Science.  Seward hes dll the infrastructure necessary to support
die hatdery. Both the Alaska Department of Fish & Game and the Alaska Selfish
Growers Association have endorsed Seward asa primary hatchery location.

The hatder)” will produce mainly oyster seed but will also devel op seed stodk for
clam and sallg geeratias.

The hatchery isbeing designed to produce between 10 million and 12 million oyster
sead a year at full cgeecity plus a srall anount of clam and scallgp ssd.

Production strategywilll be to have dl seed ready for distribution to the gron-out
farms inMay and June of each year.

It sestinated that itmilll take between three and five years for the hatchery 1o reach
full (gecity.  Hthe hatchery isconstructed in 1993, year 1o year Inoreesss in
production cgeecitywill parallel the incressing demand for oyster seed in the State.
Demand will autstrip caoecity by 19938.

The hatchery buildingwill encompass 20,000 square fest. About 10,000 ft2 wall be
used to house offiess, wet 1ab/R&D setup, broodstock holding, die spawning area
and the seed production area. The warer treatment and distribution systemand the
algee production areawill be located in the remaining 10,000 2.

Hatchery water supplywilll be saltvater with a salt concentratiion of at kesst 20 parts

per thousand. Water sourcewill be a cambination ofa deep water intae in
Resurrection Bay and saltvater vells.

It Bestinated that the hatcherywilll aost between $1 milllion and Si.3 milliont©
design, aonstructand equip-  Design and construction will take approximetely one
year to complete once funding hes been dotained.

The annual gperating asst Bestimated to run between $300,000 and $350,000.
CRRC Bscarching forfunding to costruct the hatdery.

CRRC will take resosibility for the goerating asts.
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sl lgp production not only to take advaritage of additicnal markets, but to diversify tre
product bese in order to help iullate the Industry from problems thet may developwith a

partiaular gEcies.

Qurrently, the ladk ofawaileble seed stock Bpreventting fams in the state from producing
clars and sallgs. It splanned thec die hatcherywilll initiate a program for producing clam
and sallgp seed stok.  Significant production of clam and scallgp seed will rake saveral years
tdeelg. Idntifyingwild stods of clars and saEllgs in the state tratarc surtsble for
aulture gperatioswill ke a lotof tire.  In addirtion, diffiaulties in awlturing the
comercial ly valugble weathervane scallqowill need to be overcore. It Bestinated that it
willl tae five to seven years 1o achieve significant production ofdam seed and perhaps lager
for sallgs.

The hatchery dat sevisiaed, for Seward will require 20,000 ft2 ofendoscd soece. About
10,000 1. . ofthiswall house officss, thewet lab/R&D sstip, broodstock holding, spawning
and seed production aess. The remaining 10,000 ft2 will contain the water treatment and
distribution system and algee production. Unllike salmon hetdheries delifih, hatderies
manufacture the food needed to produce the seed stok.  Bivalve deltfish eat microallgee
dirough treir entire lifegcle. These dellfish require great guentitiies of algee and the most
practical way to dotain itin a hatchery sittetion Bt grow iton site. Eight to ten 40,000
Iitatanks will be needed to produce the amount ofalgee needed to grow the 10 to 12
million oyscer seed to asize of 15 millimeters or greater.  Both algee and the seed stock need
saltvater with a salt concentration grearer then 20 panrs per thousand.  Saltwater for tre
Seward hatcherywilll be dotained from a corbination ofa deepnater intake In Resurrection
Bayand saltnater vells.

The hatcherywilll be in production for 10 months ayearand be shut down for two months
for maintenance and disinfection. The production strategywill be to produce maximum size
seed for distribution to grov-out farms iInMay and June.  This will be done by growing the
seed In sgarate production o/cles of up 1o 2 million seed per ocle.  Seed reaching the
desired siz prior to the May -June distribution time will be placed on amaintenance diet
and held ina relatively dormant state un.ill it istime for them to be shipped to the grov-out
fams.

It Bestimated that the hatchery willl aost between S1 million and S1.3 million to design,
construct and equip.  The amnuall gperating acst sestinated to be between $300,000 and
$350,000.

Although the hatchery Ba \ery Inporcant part of Aled@™s delfish mariaulture indstry, the
industry Bnot ina position at this time to underwriite constructiion and operating aoses by
isdf. CRRC s inthe process of puttting a package together to cover design and
arstruiction. The ail sl restoration fund money Bcartainly a legitimate source for some
of the construction fuding. CRRC will also pur together a package to underwrite operating
asts up 1o the time the hatchery becomes setfsufficiat



TIV->nocl WALTER J. HICKEL, GOVERNOR

F Lt3<
DEPARTMENT OF FISII AND GAME PQ BX3D

OFFICE OF THE COMMISSIONER

February 20, 1992

Mr. Richard A. Rolland
Executive Director

The North Pacific Rim
3300 'C'" Street
~Anchorage, AK _99503-3920

Dear Mr. Rolland:

Thank you for your letter of support to Governor Hickel Ffor the
department®s proposed Mariculture Technical Center (MTC)e You are
aware that during this time of declining revenues and 1iIncreased

costs that not all capital requests will be Tfunded. However,
because this project will support a new and developing, primarily
rural iIndustry in Alaska, 1 am hopeful that it has a good chance

for funding this year.

I compliment your organization on the commitment to build Alaska™s
First commercial shellfish hatchery. It is sorely needed, and is
an essential step iIn the evolution of the iIndustry. The MTC would
add the needed extension of research and development of technology
that could be applied directly to your endeavor. Aquatic farming
has excellent potential to add to the economic base and diversity
of the coastal Native communities 1iIn Alaska. Your efforts in
developing that opportunity are outstanding.

Though a Ffinal site has not been selected, a list of sites with
suitable physical and biological characteristics was developed by
the department in consultation with the aquatic farm industry and
University of Alaska staff. The Seward location was rated highly.
Should the project be Tfunded, that location will be one of the
primary sites considered.

Please feel free to contact Jim Cochran, Division of Fisheries
Rehabilitation, Enhancement and Development Mariculture
Coordinator, at 465-4160, 1if you have further questions regarding
the project proposal.

Thank you for your interest.

Sincerelv.

Carl L. Rosier
Commissioner
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Clem Tillion

Commissioners ADF&G, DCRA, and DCED
Jim Cochran, FRED

Jeff Koenings, FRED

Rodger Painter, ASGA
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WALTERJ. HICKEL, GOVERNOR

I F 0 150 THIRD STREET
JUNEAU, ALASKA 99801-1201
DEPT. OF COMMUNITY & REGIONAL AFFAIRS PHONE: - (307)565-4700
o 940E.36THAVENUE, SUITE 800
ANCHORAGE, ALASKA 9950B 4302
OHHCE OF THECOVMISSIONER PHONE: (907) 563-1073

March 9, 1992

Mr. Richard a . Rolland
Executive Director

The North Pacific Rim
3300 "CB Street
Anchorage, AK 99503-3920

RE: Capital Funds Request_for Mariculture Center
Dear Richard:

Thank you for your letter of February 11, 1992, requesting
support for your.funding request to establish a mariculture
hatchery in conjunction with a mariculture technology center.

I fully support the development of a mariculture industry 1in
Alaska; 1t’s a natural for our maritime environment. I have
brought this issue before the Rural Sub-Cabinet and 1 feel they
are in support as well. Officals from the Department of Fish
and Game have reported phenonenal growth iIn the shoreside
mariculture industry and indicate this is only the beginning.

I have assigned a staff task force to study the issue of
permitting and recommend to the Sub-Cabinet ways to streamline
and accelerate currently cumbersome permitting requirements,

The Fy93 capital budget is due out early this week. I will
review it closely for mariculture funds. At the same time, |1
caution you to note the severe fiscal crisis looming before the
state. Oil revenues are much less than forecast and budget
cuts are i1mminent. Discussions are currently underway to slice
some $200 M plus from the operating budget, Critics note that
possibly some cuts should come from the capital budget as

well. All this affects our ability to address development
funding needs such as yours.

Please stay in close contact with this office as well as the
Deparcment of Fish and Game as the budget process works its way
to the end. Thank you for your letter and concerns.

Sincerely,

Edgar Blatchford
Commissioner
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March 12, 1992

Mr. Richard A. Rolland
Executive Director

The North Pacific Rim
3300 »c» street
Anchorage, AK 99503-3920

Dear Mr. Rolland:

Thank you for your February 11 letter to Commissioner Rosier that
provides additional information on The North Pacific Rim"s proposed
shellfish hatchery. I also appreciate your continued cooperation
and support for the department®s Mariculture Technical Center
funding request.

I agree that aquatic farming 1is an excellent opportunity for
economic diversification in rural Alaska communities. The program
you outline for development of the farms at Tatitlek as well as
other communities you are involved with sounds exceptional. I want
to assure you that you have my support in these endeavors; | offer
my assistance and that of my staff in your efforts. It is a unique
opportunity to have the state and private enterprise work together
to achieve development of a new industry for Alaska.

Please keep me apprised of your progress and any assistance the
department may be able to provide. Thank you for your continued
interest and involvement.

Sincerely,

Deputy Commissioner

cc: Clem Tillion, Governor®s Special Assistant
Jim Cochran
Jeff Koenings
John Nielsen, President, ASGA
Rodger Painter, ASGA Special Projects
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Alaska State Legislature
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February 20, 1992

Mr. Richard A. Rolland
Executive Director

The North Pacific Rim

3300 "C" Street

Anchorage, Alaska 995C3-3920

Dear Dick:

Thank you for the letter on the Mariculture development taking
place in Prince William Sounu. I am aware of, and appreciate, all
cf the effort that the chugach Regional Resources Commission 1is
involved in with some of the villages in District 6.

We"re all aware of the dramatic need for economic diversification
throughout the region, and Mariculture seems to be a natural for
serving this purpose. The success that the oyster culture test
beds have shown 1in the last year implies that there may be great
potential for long term employment if the projects are developed
to their full potential. The fact that the villages of Tatiklek
and chenega Bay have the opportunity to be involved is encouraging
to say the least.

I intend to include the request, for funding of the Mariculture
projects outlined in your letter, 1in the annual capital improvement
projects request as well as 1in the special restoration funds
requests that we are currently preparing. In fact, | talked today
to Max Hodel, the Governor®s Chief of Staff on the subject. He
agreed that this 1is one area where Exxon Valdez money can and
should be used.

*|

It was good to meet with you earlier this month. | hope to see you
if you visit Juneau again during the session. Thank you again for
all the encouraging information you have provided.

e Sincerely,

GK/rj
- DISTRICT SIX -



Alaska State Legislature
SENATE

Committee on Finance

Official Business P.O. Box V
State Capitol

Juneau, Alaska 99811

February 13, 1992

hchard A Rollfand Executive Director
8 8rth Pacific Rim

Anchorage AK 99503-3920
Dear M. Rolland:
aye received gour February 11, letter ooncernrng manoulture
opment a] FXteR congratulations to"the villages of
enega and Tatrtek their success In oyster development.
| have noted Zyour rgquest for 8l rr(rﬁon In stat drn for an

oyster hatche eward to lated e I strtute cf
e De artme

anne Science.  Also, | R note our su ort
of FIS 8 %ames $18 mﬁlron requiest fo mancu ture esearc
and deveIopment center.

Thank you for keeping me advised of your opinions on these matters.
Sincerely,

JK:ms
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February .18, 1992

Mr. Richard A. Rolland
Executive Director

The North Pacific Rim
3300 C St

Anchorage AX 99503-3920

Dear Mr. Rolland:
RE: Mariculture Development in Prince William Sound

Thank you for your February 11 letter with supporting information
regarding resource development in the Chugach Native Region. I
applaud you for your aggressive efforts at establishing a
promising new industry,

X support your efforts to fund new facilities. Your projects
seem like classic examples for funding from the Exxon Valdez
settlement.

You mentioned the development of oyster farms as a means for
"replacing resources lost in the Exxon Valdez spill." 1 know
that the spill resulted iIn substantial loss of birds, otters,
seals and sea lions. However, what are the lost resources that
oyster farming will replace?

I too enjoyed our brief conversation at the AFN reception. Thank
you for stopping to chat with Joseph and me.
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Mr. Richard Rolland
Executive Director

The North Pacific Rim

3300 C Street
Anchorage. AK 99503-3920

DearMr. Roland:
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This is to acknowledge yourletters to myselfand Governor Hickel, both dated
February 11, 1992, regarding your organizations man'culture project.

The projectappears to show enormous potential foreconomic developmentandijob

opportunities foryourcommunities and region.

We are pleased thatyou are taking

the initiative and have the foresight to create the opportunities forlocalresidents.
These are the types ofprojects the Governorlikes to see because they have a direct

positive impacton the people and theircommunities.

Please feelfree to callor visit next time you are in Juneau.

cc'enc:

Sincerely,

Ricnaro h. homer, special Assistant

for RuralAffairs

Commissioner Edgar Blatchford, DCRA

Shelby Stastny. Director, OMB
Paul Fuhs. Legislative Liaison

hcelenc: Jackie Brown
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Prepared by:

James 0. Cochran, Mariculture Coordinator

Jeffery P. Koenings, Ph.D., Director



THE MARICULTURE PROGRAM

Background

The Aquatic Farm Act (Section 19, Chapter 145, SLA 1988) was si?ned into law on June
8, 1988, authorizing the Commissioner of ADF&G to issue permits for the construction or
operation of aquatic farms, and hatcheries to supply aquatic plants or shellfish to aquatic
farms. The intent of the program was to create an industry in the state that would
contribute to the state’s economy and strengthen the competitiveness of Alaska seafood in
the world marketplace, broadening the diversity of products and providing year-round
supplies of premium quality seafood. The law limited aquatic farming to shellfish and
aquatic plants. In 1990 CSED3 432 became law, prohibiting farming of finfish in the state.

Regulations to administer the aquatic farm program were developed by the resource
agencies during 1988 and 1989. The Department of Natural Resources (DNR) divided
coastal Alaska into eleven districts. The law required that each district be opened annually
for 60 days for farm site application. Permits for farm or hatchery sites not located on state
land may be applied for at any time.

The ADF&G FRED Division Mariculture Program, in cooperation with the department’s
fisheries management and Habitat Divisions, carries out the statutory and regulatory
responsibiliti es of the department pertaining to aquatic farming in Alaska.

The Mariculture Program responsibilities include:

® incooperationwith ADF&G Habitat Division, coordination of the permitting process
for aquatic farms, and hatcheries

«  review of aquatic farm and hatchery permit applications for site suitability and
technical and operational feasibility

0  issuing and administering the department aquatic farm and hatchery permits
0 inte.rdivisional coordination of the aquatic farm program

« administration and coordination of aquatic stock acquisition permits for the purpose
of supplying brood stock and seed stock to aquatic farms and hatcheries

e administration and coordination of the shellfish and aquatic plant transport permit
system

0 administration and coordination of research permits for aquatic fanning and hatchery
activities

¢ provide technical assistance to other divisions, agencies and the public sector



. coordinate aquatic farming and hatchery research activities statewide

Program-Implementation

The FRED Division Mariculture program continued to evolve in 1991. Budget constraints
eliminated the research program and reduced technical assistance provided to the industry.
The administrative work load associated with the large number of permittees continued to
grow.

Considerable interaction with the other resource agencies, including the Department of
Environmental Conservation (DEC), DNR, Division of Governmental Coordination (DGC)
and Federal agencies was required to review and revise the Eermlttmg process and insure
coordination of effort. The Interagency Mariculture Workgroup (IAMWG) ceased to
formally exist with the change of administration. An informal group of agency
representatives met several times to review and revise the aquatic farm permit application
form and to discuss applications. FRED Division and Habitat Division continued to
coordinate the farm permitting process. FRED Division coordinated the overall department
program, reviewed permit applications, and issued aquatic farm permits. Habitat Division
coordinated the deﬁartment Alaska Coastal Management Program (ACMP) and statutory
review, providing that information to DGC.

Permitting and administration responsibilities for aquatic stock acquisition, shellfish and
aquatic plant transport and Scientific or Educational Permits were administered. One
clerical position was assigned to the program to assist with administrative functions.

Forty eight aquatic farm permit applications were received and processed this year. Thirty
one farm operation permits were issued. Three permits were closed at the request of the
respective permittees. Scientific/educational (research) and acquisition/transFort permit
applications were at levels consistent with the number of permitted farms (table 11.1) and
are expected to increase again in 1992, reflecting the increase in active farms.

A statewide opening of all aquatic farm districts is again scheduled for March/April, 1992,

The division proFosed a Mariculture Technical Center (MTC) for inclusion in the
Governor's capital projects budget for fiscal year 1993. The Commissioner supported the"
request and prioritized it in the top 1/3 of projects submitted by the ADF&G to the
Governor for consideration. If funded, the MTC would be a central facility providing
assistance to the industrg through practical research and development, providing indigenous
seed stocks not available from commercial sources, and space for private mariculture
development projects. The Alaskan Shellfish Grower’s Association (ASGA) voted
unanimous support of the project and elected sub-committees to work with the department
durlng_project development. A committee composed of the FRED Division Mariculture
Coordinator and Umversﬂr of Alaska staff met to initiate the site selection process.
Considering only technical criteria, locations were ranked according to physical and
biological variables that would not compromise facility operations for any species of
potential value to the industry. Two locations, Seward and Juneau, were determined to



meet the criteria defined.  Other sites (Sitka, Seldovia area& were determined to have
features that would compromise the facility, Two sites, Kodiak and Yakutat, could not be
evaluated because of insufficient information. A conceptual design and detailed cost
estimate were prepared. Furtherwork on the project was deferred awaiting a determination
on facility funding.

Aouatlc Farm Operations

1991 was a pivotal year for the aquatic farm industry in Alaska. With the implementation
of ihe Aquatic Farm Act, farmers could acquire a farm site permit from DNR that was a
property right revokable only for breach of permit conditions. The initial permit is for a
three year period, during which the permittee must attain goals agreed upon in the farm’s
development plan. Once the goals are attained the permittee may apply for a ten-year lease
which is assignable.  This added stability to the industry and should provide some
renumeration for the effort and investment of developing a farm site. A number of farms
reached their development plan goals in 1991. The first applications for conversion of DNR
permits to leases are expected in 1992,

Aquatic fanners aggressively pursued operations in 1991, even though the Southcentral
permits were issued late in the spring. Thirty seven of the 56 permitted farms reported
Inventory in the water at the end of 1991 (table 11.2). At market size, this inventory wan
valued at over $2.7 million. Aquatic farm sales for 1991 were again slightly less than
$100,000. Production was dominated by oysters, with a small amount of mussels produced
in southcentral Alaska. This was expected hecause no new farms had received permits by
beginning of the growing season and the existing farms had taken a conservative approach
to seed purchases and acquisition in 1989 and 1990.

Southeast farmers received an average of $0.28/oyster, up slightly from the $0.27 received
in 1990. The Southcentral value was, as last year, higher at S0.42/oyster. This was down
from S0.48 in 1990. The average price received for mussels was S1.73/lb. The amount of
product sold was small, though, and probably does not reflect the price fanners are likely
to receive for mussels as production increases. One fanner harvested wild, adult mussels
and cycled them through his farm for periods of several weeks to a few months. Though
legally definable as farm product, this "semi-farmed" product represented a quality question
for the industry. For purposes of blue mussel value projections, $1.50/1b seemed attainable,
(table 11.2) All prices were based upon landed value at the farms and did not take into
account production or transportation costs.

A growing facet of the aquatic farm industry was employment opportunities provided by
farm operations. Excluding owner-operators and non-resident managers or consultants, 94

individuals were employed by the farm industry this year, working over 3600 person-days
(table 11.2). No figures for jobs in the processing sector were available.

Industry Projections

Though 1991 production was low, the end of year inventory of farm product was



encouraging. Over 5.5 million oyster spat were purchased by Alaskan farmers. Production
was regional in nature, attributable to successes of farms within the regions. The picture
will change in 1992, though, primarily due to active native corporation farms in Southcentral.
Southeast Alaska will cease to be the state’s largest producer of farmed shellfish. Oysters
available from the farms should increase si%nificantly, statewide. Mussel production 1s not
exlpected to increase. No other species of shellfish or aquatic plants will contribute to farm
sales.

Large-scale aquatic farm industry development was again constrained in 1991 by the lack
of government assistance (loan funds, grants, etc.) and the ?eneral lack of loans or other
sources of investment capitol from the private sector. Out-of-state businesses did not show
interest in investing in the industry thisYear. This is inmost certain to change. Nationwide,
shellfish production is constrained by pollution and competition for limited coastal resources.
The major eastern U.S. production areas, such as Chesapeake Bay, have ceased to be a
major factor in shellfish production. For the first time, Washington state became the largest
oyster producer in the United States. There, increasing effects of pollution, upland
development and user conflicts are occurring and will limit growth of the industry.
Washington has approximately half the number of permitted aquatic farms that Alaska has,
though they are Iarger.— British Columbia’s industry is growinP, receiving considerable
support from the public sector, Alaska, with its clean waters and large amount of protected
coastline, has immense potential of becoming a major aquatic farming area. Investment
capitol, the logistics of producing and selling product, and lack of a vertically integrated
industry are major constraints that will have to be addressed before this can occur.

A major component lacking in Alaska is a hatchery industry to provide a dependable supply
of seed to aquatic farms. No shellfish or aquatic plant hatcheries exist in-state. All oyster
seed must be imported from Washington, Collection of indigenous stock seed is susceptible
to the vagaries of nature. To help address this problem, the North Pacific Rim, representing
native people in the southcentral Alaska area, committed to construction of an oyster
hatchery in Seward. This facility is intended primarily to produce seed for native-owned
farms in the area. If funded, the MTC will also help provide a consistent supplr of shellfish
and, possibly, aquatic plant seed until other commercial hatcheries come on-line.

Tne benefits of aquatic fanning as a source of income and economic stability is of interest
to a number of rural Alaskan communities. In 1991 development and site suitabilit

research was conducted near Angoon in Southeast and Chenega Bay in Southcentral.
Active farms were being operated by the Klawock Heenya Corporation and Yak-Tat Kwaan
in Southeast, and the Tatitlek Native Corporation in Southcentral. Considerable interest
in aquatic farming was shown by villages on Kodiak Island, Prince William Sound and the
Kenai Peninsula.  Even the educational community was involved, with Petersburg High
School operating a for-profit farm.



Table 11.1. 1991 Aquatic Farm Program Permit data.

Southeast Southcentral
Districts Districts------------ _ TOTAL

OPERATIONS
Permit applications 10 38 48
Permits issued 2 29 31
Permits withdrawn 2 1 3
Permits pending or still 6 19 25
in process
Permitted farms as of 26 30 56
12/31/91
Farms operating in 1991
that reported inventory 20 m 1 37
Farms in certified growing 17 22 39
areas *
.RESEARCH
No. permit applications 5 4 9
received
Permits issued 4 2 6
Permits pending 0 1 1
—  rrrrorr *xm AnTTATTP PT ANT ACQU|S|T|ON /TRANSPORT
Permit applications 39 68 107
received

Permits issued 33 64 97
Permits pending 6 1 1

M Include* 3applicttkxu for ilgnificant permit amendment!
~ More thanone farm may be located int growing area « defined by the Department of Environmental Conservation
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Table 11.2.1991 Aquatic Farm Operations Data.

Southeast Southcentral
Districts Districts
SALES
Oysters (ind.) 160,376 6180
Value $44,440 $25,780 $70,220
Mussels (Ibs) 0 17,076
Value $0 $29,628 $29,628

rotal Aquatic Farm Sales

ENT) OF YEAR INVENTORY

Qysters (ind.g _ 4,933,600 2 2,849,655 A
Value ($0.35/ind)  $1,726,760 $997,379
Mussels Qbs()) 3,600 45,800
Value ($1.50/1b)  $5,400 $64,566.

Total Aquatic Farm Inventory Value

No. employees 31 63 3
Days worked 1921 1,700
No. volunteers 16 0
Days worked 55 0

TOTAL
221,756

17,076

$99,848

1,183,255
$2,724,139

49,400
$69,966

$2,794,105

94
3,621

16
55

Or* active firm did not report produnion dau in 1991 1990 information used to extrapolate eatiroaie in titii table.

2) One active firm did not report end of year inventory.
Doc* not indude firm cm-ncr or noa/rtildent manager

4) Indude* pamdpuna it tchool owned die

P. 17



ALASKA
SEALIFE CENTER

$600,000



CITY OF SEWARD
CAPITAL PROJECT ASSISTANCE 1992

CATEGORY - ECONOMIC DEVELOPMENT
PROTECT TITLE: ALASKA SEALIFE CENTER
PROTECT COST: EXCESS OF 540,000,000
ANNUAL 0& M COST: 54,000,000 TO 55,000,000
DESCRIPTION:

The Center will cosist of a world-class, state-of-tre-art research, rehebilitation and public
viewing faality thatwill be a national and intermauonal destinauon point. Hwill be located on
the south shoreline of Sewards downtown business district, south of Rai lway Avenue between
Third and Fifth Avenues and adjacent to the University ofAlaska Insutute of Marine Science.
The area will be developed into a park like setung, with promenades and pedestrian arenities
connecting buildings, pools and other faalities.

TUSTIFICATION:

Seven species of marine life, including four animals and three birds that Iine in the subarctic
area adjacent to the Alaskan cocestline are classified as threatened. IFany of these species are
clessified as endangered, severe restrictiaoswill be enforced iIn the area where they reside and
upon treir natural food, which includes salmonoid and bottom fish. Such restrictias could
have a dissstrous effect on the economy of Alaska, especially coestal fishing and tourist
comunities. The center will have a primary mission to research the endangered species and
develop solutions to halt their alleged declire. Public education and rehebilitation of stranded,
injured or sidk animals, whether from natural or environmental disssters, will be equally
important fuctios.

No similar feclity that includes all three aress - research, education and rehebilitation edsts or
splanned in theworld. The faalitywill have a profound economic impact on Alaska. Research
projects are atticipated to draw 510 to 512 million of research funds and employ 60 to 70
scientists year around.  Basic seasonal employment at the fecility will be 200 to 400 new jobs.®
It sestimated 400,000 tourists will visit the feaility amually.

OPERATING COST: Estimated 1o be 4.5 to 5 million dollars per year.
SOURCE OF FUNDING: Local (Inkind and cash) 5 2,000,000
Private Contributions 150,000
State Qil Sl Settlement fund) S40.000.000
CONTACT: Darryl Schaefermcver
City Manager

224-3331



The Honorable Walter Hickel
Governor of Alaska
February 1, 1991

Page 2

premiere center for Arctic marine mammal research. However, the
AMMC 1i1s needed to achieve this goal.

Another area of concern is the lack of facilities within the
state capable of rehabilitating injured or ailing marine mammals.
At the present time, they are transported to sites outside the
state, at great expense and at increased, risk to the animal, Tfor
rehabilitation. The AMMC would provide state of the art care in
the animalsl natural environment as well as additional information
to the research arm of the AMMC.

Exxon operated a temporary marine mammal rescue center Iin

Seward during the oil spill. They invested over $8 million iIn that
Ffacility. Ilronically, it is now dismantled and would have to be
totally rebuilt in the event of another spill. The AMMC project

would takg)care of that evaptuality_ .

Static displays and viewing areas will be incorporated into
the design of the Ffacility to give tourists and Alaskans alike the
opportunity to see and learn about our marine mammal life. Our
natural curiosity about seals, sea otters, and other marine life
will make the AMMC a popular attraction Tfor adults and children
alike throughout the year. We foresee a time when school children
from throughout southcentral Alaska will make annual trips to
Seward as part of their school®s science program.

Once the Alaska Marine Mammal Center is built we plan to cover
operating costs from operating revenues.

The Alaska Marine Mammal Center 1is not jJjust adream. The
local community has contributed in excess ofF $20,000 to the
project. By resolution, the Seward City Council has officially

dedicated waterfront property as a site for the facility and has

appropriated $10,000 to assist SAAMS during its initial organiza—
tional phase. So far, we have about $50,000 additional in donated

scientific, engineering and legal services. Considering the value

of our land, we have a million dollar head start on making the AMMC

a reality. We will be meeting with representatives of Cambridge

Seven, an iInternationally recognized design Ffirm, next week to

begin development of a site plan and conceptual drawings. We will

provide you a set as soon as they are ready.

The groundwork for the Alaska Marine Mammal Center has been
laid. The need for the AMMC has been justified by the scientists.
Funds are now needed to complete design work and to begin construc—
tion. Il urge you to keep this project iIin mind duringyour
discussions with Exxon and as you deliberate onthe use of



The Honorable Walter Hickel
Governor of Alaska
February 1, 1991
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settlement funds for excellent Alaskan projects. We would be most
happy to meet with you or with representatives of Exxon to Ffurther
discuss this project. Thank you very much for your consideration.
Enclosures: Letters of Support

cc: Senator Kerttula

Senator Menard

Representative Kubina

Deputy Chief of Staff Roberts
Municipal Liaison Overstreet

OMB Director Stasny

OMB Budget Review Director Fresca
Commissioner Blatchford
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MARK O. HATFIELD (
MARINE SCIENCE CENTER

Oregon State University
2030 S. Marine Science Drive *« Newport, Oregon 97365 ‘5296
Telephone 503*867-0100 Fax 503*867*0138
Bitnet HMSC(q ORSTATE.BITNET

September 5, 1990

Mayor William Noll

Seward Assoc, Tfor the Advancement
of Marine Science

P.O. Box 730

Seward, AK 99664

Dear Mayor Noll:

I am writing you at the request of Dr. Michael Castellini of the
University of Alaska, Fairbanks who advised me that you are
endeavoring to obtain information from the scientific community of
interest iIn the proposed construction of a marine mammal center in
Seward.

There are few opportunities where people can view marine mammals
endemic to the Alaska region and even less where scientists might
have access to these animals for non-lethal studies. 1 would
personally favor seeing such a Ffacility available to University of
Alaska and researchers throughout the world to conduct studies of
importance for a better understanding of these animals. Many such
studies are important for continued conservation of these animals.

I have been active in marine mammal research for over 20 years and
can assure you that such a Tfacility would be used by many
responsible* scientists.

Brude R. Mate, Ph. D
Associate Professor
Oceanography

BRM: vb
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* NATIONAL MARINE FISHRIES SERVICE
1335 East-\oec Hii
Shar Sxg, MO 1D

OFRCE OF THE DIRECTOR

JUL 24 1990

Dr. A. J. Paul

University of Alaska Fairbanks

School of Fisheries and Ocean Sciences
Seward, Alaska 99664

Dear Dr. Paul:

Thank you for your letter regarding my reply to Senator Ted
Stevens about the Tfeasibility of establishing a new marine mammal
research center in Seward.

I continue to believe"that Alaska"s Institute of Marine Science
conducts valuable marine mammal research at i1ts Seward Marine
Center, and Seward may be the appropriate location to conduct
long-term studies on resident populations of marine mammals.

Sincerely,

THE ASSISTANT ADMINISTRATOR
FOR FISHRIES



UNIVERSITY OF CALIFORNIA. SAN DIEGO

BERELEY «DMIS = IR/INE =105 AVH ES «RIMFSILE = SAN DI «SAN FRANCISDO SANTA BARBARA «SINTA (RIZ
SCRIPPS INSTITUTION OF OCEANOGRAPHY LA JOLLA. CALIFORNIA 92093-0204
PHYSIOLOGICAL RESEARCH LABORATORY
SCHOLANDER HALL A-004
July 24, 1990

Mayor William Noll

Seward Association for the Advancement
of Marine Science

P.O. Box 730

Seward, Alaska 99664

Dear Mayor Noel:

On my.recent visit to Seward and your offices with Dr. M. Castellini,
I was very impressed with the potential facilities there. 1 hope your
plans for establishing a marine mammal center are realized. There is no
doubt in my mind that if such a facility, in its key location, were
available that myself and my colleagues would be anxious to use it in
the course of our ongoing research on the behavior and physiology of
birds and mammals. Therefore, if there is any assistance | can give
you or Dr. Castellini in this endeavor, please feel free to contact
me.

Sincerely,

Gerald L. Koc

GLK:pf

cc: M. Castellini



IN REPLY REFER TO

Acting

United States Department of the Interior

NATIONAL PARK SERVICE

ALASKA REGIONAL OFFICE
2525 Gambetl Street, Room 107
Anchorage, Alaska 99503-2892

N2219(KEFJ)
05 JUN 190

Dr. A. J. Paul
P.0. Box 1197
Seward, Alaska 99664

Dear Dr. Paul:

Thank you for your letter of May 1 requesting our support for the proposed
Marine Mammal Center in Seward. We agree that. Seward seems to be an ideal
place for such a center and that the time for a project of this nature is
ripe. Such a center could add vital dimensions to the knowledge and
protection of sea manuals and benefit many parties, especially our sister
agency, the Fish and Wildlife Service. They have the primary responsibility
for the protection and management of sea mammals.

I have enclosed a ccpy of a letter to Mayor Bill Noll fran Kenai Fjords
Superintendent Anne Castellina regarding the center. 1 have also asked Ms.
Castellina to contact her counterpart at Alaska Maritime National Wildlife

Refuge and let him knew of this project. She will contact you as events
progress.

Good luck with your efforts to establish this important scientific and
educational facility.

Sincerely,

Regional Director

Enclosure



TEXAS A&M UNIVERSITY AT

GALVESTON

(409)740-4413

Marine Mammal Research Program Director:
Department of Marine Biology Technician: 740-4420
P.0. Box 1675 Students:  740-4425
Galveston, TX 77553-1675 FAX: 762-8276
July 24, 1990
Mayor Willl am Me 11
Seward Association for the Advancement of Marine Science
P.O. Box 730
Seward, AK
99664
Dear Mr Mayor
I am an Assistant Professor of Marine Mammalogy at Texas A&M
University at SalvestDn and have been active in marine mammal
research for 11 years. | am writing in support DF the proposal
to build a marine research facility your city. I think that
such a facility would be incredibly useful from both the research
perspective and public education. I have only recently moved to
Texas from California, where 1 was located at the University of
California at Santa Cruz, and previous tO that was at the
University of Guelph, in Canada. Both of these facilities had
the capability DF holding captive marine mammals and | am now in
the position of attempting to create a research program without
that capability for the first time. dearly miss it. The
capability to hold marine mammals in captivity, even for short
periods of time, allows wus to learn things about their biology
that we could never learn in the wild state. This knowledge will
expand our capabilities for the better protection of endangered
Epecies as well as possibly preventing other species from
becoming threatened. I enthusiastically support the development
of a facility in Seward and would very much like the opportunity
tD make uUe« of those facilities at some time in the future.
Sincerely yours
Graham A.J. Worthy

Assistant Professor of Marine

Mammalogy



United States Department of the Interior

W JjSSJy NATIONAL PARK SERVICE

Kenai Fiord* National Park

nMLY W, 1 (03 1212 Fourth Avenue
Post Office Box 1727
N2219 Seward, Alaska 99664

May 23, 1990 n

William C. Noll

Mayor, City of Seward
P.0. Box 167

Seward, AK 99664

Dear Mayor Noll,

Kenai Fjords National Park would like to take this opportunity to
offer 1its support for the proposed Seward Marine Mammal Center
outlined 1in your May 10, 1990 letter. The goals of scientific
research, public education, and rehabilitative services for
distressed or 1injured mammals are consistent with Kenai Fjords®-
Congressional mandate to:

.maintain unimpaired the scenic and environ-—
mental 1integrity of the...coastal fjords and 1is—
lands 1in their natural state; and to protect seals,
sea lions, other marine mammals, and marine and
other birds, and to maintain their hauling and
breeding areas in their natural state..."

Recognition by Congress of this area®s outstanding natural
environment, diverse ecosystems, and abundant wildlife led to the
establishment of the park in 1980. Since then the park has
worked to study, protect and interpret the living laboratory of
change characterized by the 580,000 acres within the park
boundaries.

Over the past ten years we have become increasingly concerned by
the as yet unexplained decline 1in seal and sea lion populations,
the long term effects on marine mammals of oil spills and other
pollution, and the possible adverse effects of increasing numbers

of visitors and commercial operators in the fjords. These, and
other areas of concern, deserve study. The National Park Service”
in Alaska is currently engaged in strengthening and expanding 1its
efforts in resource management. The "Alaska Science Initiative"

was endorsed by Congress and partially funded in 1990 and shows
promise of receiving additional funding 1in 1991 and beyond.
Kenai Fjords will benefit from this initiative with the addition

of several resource management specialists. Their ability to
interact with scientists at a Marine Mammal Center such as the
one proposed would greatly enhance their work. Park interpreters

involved in environmental education programs would also reap the
benefits from the Center as would the community of Seward and the
larger worldwide scientific community |,



The City of Seward, Kenai Fjords National Park, the Alaska
Maritime National Wildlife Refuge, and the Institue of Marine
Science, Seward Marine Center would all gain from the
establishment of a Marine Mammal Center iIn Seward as would the
growing number of visitors and schoolchildren to this area.
Seward offers a unique location for this facility. The study
subjects are here in abundance and easily accessible. Federal
and State agencies concerned and mandated to protect the marine
mammals are already based in Seward. There cannot be many other
areas iIn Alaska (if any) where all of these factors mesh as well
as they do here.

We look forward to working with you and the Seward Association
for the Advancement of Marine Science (SAAMS) as your objectives
and plans continue to expand and clarify.

Sincerely,

Anne D. Castellina
Superintendent.



U niver sity of A 1 as ka A nch o r ag e

3211 Providence Drive
Anchorage. Alaska 99508

July 26, 1990 OFFICE OF THE CHANCELLOR

Mayor Bill Noll
City of Seward

PO Box 1789
Seward A K 99664

Dear Mayor Noll:

I was pleased to leam of your proposal to esteblish a marine mammal study
center in Seward. Such a center, incorporating research and public education,
would be of great value to Alaska and to other parts of the circumpolar north.

The future of our ecosystems which support our natural resources s dependent
upon an accurately informed citizeny. This requires education based upon up-
to-date information generated by scientists on the cutting edge of their fielcs.
Marine ecosystems will be under Increasing pressure as oceans are increasingly
utilized for food, minerals and sources of trangport. Due to the positions they
occupy in food webs, marine mammals are important indicator species for the
health of these ecosystems. Thus the importance of increased knowledge of
these animals is clear-.

A marine mammal center iIn Seward would attract productive sciettists from
other states and rations, as well as Alaska. Htwould be of great v\lue to the
University of Alaska inpursuing research and public service actimties. From the
standpoint of the University of Alaska Anchorage (UAA), such a center would
provide opportunities for faculty and graduate student research in physiology,
moiphology, ecology, etc. Basic research opportunities would transcend the
interests of marine scieasts, and include those focused on human health. This
would include UAA and UAF sciendsts in the Washington-Aaska-Montana-
Idaho (WAMI1) medical program and in the Aaska-Siberia Medical Research
Program. Al of these endeavors should combine to bring increased federal and
private foundation funding to Aaska for high priority needs.

The educational value of a marine mammal center would range from formal
ocollege course work for credit t a broad array of short courses, seminars,
conferences, and other programs for a variety of publics. The UAA College of
Continuing Education could be invaluable in helping to plan and implement a
broad program of public education for the proposed certer.

A DIVISION OF THE UNIVERSITY OF ALASKA STATEW IDE SYSTEM OF HIGHER EDUCATION



University of A laska Anchorage
Office of the Chancellor

Mayor Bill Noll
Page 2
July 26, 1990

Insummary, 1 envision many significant advances in research and education that

could flow from a marine mammal study center in Seward. These advances
would be of great value to Alaska, the nation, the northem Pacific Rim nations,

and the circumpolar north. Accordingly, I commend you for your vision and
infative in proposing this center, and pledge the support of UA A in assisting

you to make ita reality.

Donald F. Behrend
Chancellor

DFB:sr



CHENEGA BAY., ALASKA
A PLAN FDR THE SITE RESTORATION GF THE ABANDONED CANNERY

December 10, 1990

This study and report will present a demolition
plan and a project budget -—-for the r.emoval o-Ff the

abandoned -fish processing plant which presently exists
at Chenega Bay, Alaska.

SUMMARY :

1- The project can be accomplished without overly
severe environmental regulatory complication or
prohibitive cost penalty resulting -fronmn the regulations.

E. Project budget in 1991 dollars is $535,000.

GENERAL INFORMATION:

Chenega Bay is located on Evans Island iIn Prince
William Sound, Alaska, on the shore of a small cove

formerly known as Crab Bay.- It"s coordinates are
Lat itude: 6004 "N
Long 1 tude 1AS "0S "W

The abandoned Ffish processing plant at this location 1is
reported to have been constructed about 1930 although
the machinery it contains and the style of construction
woulld 1i1ndicate i1t to be ten years older. It operated
as the Chatham Stuart Fish Company until about 1956. It
operated spasmodically after that depending on the Ffish
run until 1960 and has not operated since then. Nor has
it been maintained. The original construction utilised
locally cut and milled spruce insofar as practical. r
During the past several years much of the useable lumber
has been salvaged Uleaving the plant open to the TFfull
force of the weather. The remaining structure is -full
of dry. rot and 1is iIn the process of collapsing. Most oF
the operating machinery was left iIn the plant and is
useless for anything but scrap iron. A substantial
amount of this machinery and its®™ attendant piping is
supported off the Ffloor by rotting wood. The 1installed
machinery included a steam boiler and a quantity of
steam piping which was iInsulated with asbestos/plaster

wrapped with muslin cloth i1in the style of the time. 'S5
Only a few scattered remnants of this insulation - J
remain — the rest having weathered off the pipe, Ffallen 2

tD the Ffloor, and been washed away by rain and snow.



To: Representative Kubina
Comﬁany: Alaska. State Legislature
Phone: 465-4859

Fax: 465-2287

From: Ken ESlatchford President

Comﬁany: Mt. Marathon Native Association
Phone: 224-3118
Fax: 224-5874

Date: 04/02/92
Pages including this
cover page: |

Comments:

Dear Representative Kubina:

lam writing to support the inclusion of $800,000 inHB <111 to support the development of the Chugach
Regional Resources Committee OYSTER SPAT HATCHERY. The Chugach Regional Resources
Committee ofwhich Mt Marathon isa member, has been very successful inthe development of the
Oyster industry in Prince William Sound. An Oyster Spat Hatchery builtby CRR C incooperation with
the Alaska Shellfish Growers Association theADF&G FRED division and otherswill have a powerful
influence on the success of the Oyster.industry inAlaska. Ifyou need any technical information you can
contact Dave Daisy atthe CRR C office inAnchorage. His number is586-<1155.

Thank you foryour support of this Important matter.



CHENEGA BAY I.R.A. COUNCIL

Aril 3, 199
ViR TELECOPIER and FIRST CLASS ML

}ﬂﬂgﬂ APR 1 C 1992
Eureau,'%/a%% 99811

RE: HB 411

Dear Gene
pal T SRR R B

foryour s PIeage keep us Irfonmed as to the progress on this bl Thanking you in advence

Sincerely,

CHENEGA BAY I1.RA. COUNCIL

Phlip M Toteof, Presicert

mariculureJtubinu.ltr/|

Post Office Box 79 « Chenega Boy, Alaska 99574 « telephone (907)573-5132 etelecopier (907)573-5120 )



P.0. Box 705
Cordova, AK 99574
PRINCEWILLIAM SOUND (%7) 424'- 58(1) FAX (%7) 424-5820

SCIENCE CENTER
i my»Ulle >

FOR IMMEDIATE RELEASE April 15, 1992

The Prince William Sound Science Center was awarded a major
competitive grant in March from the M.J. Murdock Charitable Trust
of Vancouver, Washington. The three-year $300,000 award will
provide start-up support for the Center"s operation. This Ffunding
has allowed Dr. Gary Thomas to assume a Ffull-time position as
Director and establish Cordova residence on April 1.

"The M.J. Murdock Charitable Trust recognizes the iIimportance
of developing a self-supporting research organization in this
region that will provide critical resource information and
encourage local participation in natural resource stewardship,”
said Dr. Thomas. "The Science Center 1Is promoting an ecosystem
monitoring and research program that will give resource managers
and users Dbetter information to consider in balancing the
continuing pressures of development with the need to maintain a
healthy ecosystem."'

This is the second major grant the Science Center has receive®d
from national foundations. In late 1990, the Pew Charitable Trusts,
of Philadelphia, Pennsylvania, awarded the Center $120,000 over two
years to organize workshops on critical resource management issues.

The Science Center was established in 1989, shortly after the
EXXON VALDEZ oil spill. A non-profit research organization, its

purpose is to conduct research and ecosystem monitoring to iIimprove



PWS Science Center
April 15, 1992
Page 3
monies iIn the testing of promising concepts and in the launching of
wel l-thought out programs which have the potential to thrive beyond
the stage of initial funding.-

In 1990, the M.J. Murdock Charitable Trust provided monies to
support the i1nitial phase of a geographic information system (GIS)
project ¥for the Greater Prince William Sound region. The GIS

A\N
program was initially based in Anchorage but the Science Center is
looking for cooperators to move this computer TfTacility to Cordova
this summer.

The Trust also supported the publication in 1991 of a 16-page
document with color maps presenting an initial overview of the
Greater Prince William Sound region®s ecosystems. Titled Prince
wWilliam Sound/Copper River/North Gulf Ecosystem, It examines the
physical and biological resources, as well as the role of human
activities iIn relation to the resources of the region.

Other accomplishments of the Science Center include the
hosting of two workshops, one in 1990 on the long-term research
needs for the region, and the second in 1991 on the interactions of
natural and enhanced stocks of salmon in Alaska. In addition to the
ecosystem overview document, Center publications include: Research
for the 1990"s in Prince William Sound and the Copper River Delta,
and Biological Interactions of Natural and Enhanced Stocks of
Salmon i1in Alaska - |Interim Report from the Cordova Workshop.

November 10-15, 1991.

In the education TFfield, the Science Center 1iIn 1990 helped



DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA
(907) 465-3867 or 465-2450

FAX (907) 465-2029 240 Main Street, Suite 500
M ail Slop 3101 Juneau, Alaska 99801-2101
MEMORANDUM May 10, 1992
SUBJECT: HB 411: Appropriation for the commercial fiseries develop-
ment endowment (SCS CSHB 411(RES))
TO: Representative Mike Navarre
FROM: George Utermohlg*™/
Legislative Counsel

You have asked what are the consequences of funding the commercial figeries
development endowment from the remedial and compensatory payments received by
the state as the reault of the criminal plea agreement in the federal case against the
Exxon Corporation and its sussidiary.

The remedial and compensatory payments received by the state as the consequence
of the plea agreement between the United States and Exxon Corporation and one
of its sussidiaries may be expended by the state for only certain purposes. Those
purposes are set out iIn the restitution order issued by the federal district court.
According to the order, the State may use the restitutionary payment "'exclusively for
restoration projects, within the State of Alaska, relating to the "Exxon Valdez" ail
uill. Restoration includes restoration, replacement, and enhancement of affected
resources; acguisition of equivalent resources and serviass; and long-term environ-
mental monitoring and research programs directed to the prevention, containment,
cleanup, and arelioration of ail ills'™™

Under the terms of the order of restitution, restoration projects include those projects
that would promote the restoration, replacement, and enhancement of affected
resources (including fishery resources) and services provided by those resources. Use
of the remedial and compensatory payments to support commercial figeries

Judgment, United States of America v. Exxon Corporation. United States District Court,
District of Alaska, Case No. A90-015 CR, p. 4.

Judgment, United States of America v. Exxon Shipping Company. United States District Court,
District of Alaska, Case No. A90-015 CR, p. 4.



Representative Mike Navarre
May 10, 1992
Page 2

development in the oil il affected area would fall within the purposes forwhich the
payments were intended.

The iIntended recipient of the eamings of the commercial figheries development
endowment isthe Alaska Fisheries Development Foundation (AFDF). Many of the
successful projects that the AFDF has undertaken in the past would be consistent
with the purposes of the remedial and compensatory payments as set out by the
federal district court. However, as the consequence of funding the commercial
fideries development endowment from the remedial and compensatory payments,
in the future the AFDF must be sure that any projects it undertakes with eamings
received from the endowment are consistent with the purposes for which the
payments were made to the state. In partiaular, the AFDF must determine that any
such projects it undertakes are related to the restoration, replacement, and
enhancement of resources affected by the Exxon Valdez ail sall, to acquisition of
resources and resource services that are equivalent to those affected by the Exxon
Valdez ail sall, or to long-term environmental monitoring and research directed to
the prevention, containment, and amelioration of aill gulls. Commercial fisheries
development projects outside the sill affected area or involving resources that were
not affected by the ail Fill must be reviewed especially carefully to determine
whether the projects may be funded through monies derived from the remedial and

restitutionary payments.

In view of the limited purposes to which the endowment can be put as the result of
the constraints attached to remedial and compensatory payments that were used to
create the endowment, the Department of Revenue may have to annually determine
that the AFDF will use the eamings of the endowment on the appropriate projects.
The determination of whether a proposed project to be funded from the earmings of
the endowment s consistent with the purposes of the payments can be made by the
Department of Law.

In order to support research by the AFDF on commercial fisheries development
projects outside of the ail saill affected area involving resources not affected by, or
not equivalent to those affected by, the Exxon Valdez ail salll, itwould be necessary
to deposit unrestricted general fund money iInto the endowment, or expand the
endowment to include unrestricted piivate donations or government grants, inorder
to fund those kinds of projects. The eamings generated by such additions to the
endowment would not be subject to the restrictios attached to the remedial and
compensatory payments received under the Exxon plea agreement.

If 1 may be of further assistance, please alvise.

GU:mi
02-071_mai



P.0. Box V
State Capitol
Juneau, Alaska 99811
(907) 465-3715

MEMORANDUM

TO: Representative Eileen MaclLean, Co-chair
~Representative Mike Navarre, Co-chair
House Finance Committee

FROM: Representative Cliff Davidson, Chairme”
House Resources Committee

DATE: 15 April, 1992

SUBJECT : Exxon Valdez Restitution Funds

Attached i1s a letter 1 received recently from Attorney General
Cole concerning the disposition of the $50 million iIn Exxon
Valdez restitution. 1 believe that it clearly illustrates the

constraints under which the restitution monies can be spent.

cc: Senate Finance Committee



WALTER J. HICKEL, GOVERNOR

REPLY TC:
DEPARTMENT OF LAW Ol 1031 W ¢TH AVENUE, SUITE200
ANCHORAGE,ALASKA 99501-1994
PHONE (907) 369-5100
OFFICE OF THEATTORNEY GENERAL e
O KEY BANKBUILDING
100 CUSHM AN ST SUITE 400
FAIRBANKS, ALASKA 99701-467%9
PHONE (907) 452-1568
FAX (907) 456-1317
April 10 1992 O P.0.8B0X K-STATE CIPITOL
»

JUNEAU,ALASKA 99)11-0300
PHONE (907) 465-3600

FAX (907) 463-5295

The Honorable Cliff Davidson
Chairman, House Resources Committee
Alaska State Legislature

Room 108, State Capitol

Juneau, AK 99801-1182

Dear Chairm/n Davi-dson:

Thank you for your letter of April 6, 1992 regarding the
restrictions on the State"s use of the $50 million 1In criminal

restitution payments from Exxon. You are correct that these funds
are restricted iIn their use under the jJudgment entered by the
United States District Court. Specifically, the funds are to be

used by the State,

exclusively Tfor restoration projects, within
the State of Alaska, relating to the T“Exxon
valdezl oil spill. Restoration includes:
restoration, replacement, and enhancement oF
affected resources; acquisition of equivalent

resources and services; and long term
environmental monitoring and research programs
directed to the prevention, containment,

cleanup, and amelioration of oil spills.

For your use 1 am attaching a copy of the judgments entered by the
court.

These restrictions remain on the funds until they are
spent Tfor the purposes described iIn the judgment. It is the
intention of the administration to place all of the restitution
funds that are not otherwise properly appropriated by this
legislature Tfor the purposes described iIn the court®"s judgment,
into a restricted account.
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I hope this explanation Tfully addresses your concerns.
I¥ 1 can be of further help, please contact me at your convenience.

Very truly yours,

Charles E. Cole
Attorney General
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DIVISION OF LEGAL SERVICES

LEGISLATIVE AFFAIRS AGENCY

STATE OF ALASKA

(907) 465-3867 or 465-2450 _ ,
FAX (907) 465-2029 240 Main Street, Suite 500
M ail Slop 3101 Juneau, Alaska 99801-2101

MEMORANDUM February 21, 1992

SUBJECT: Use of Exxon Valdez ail suill restitutionary payments (Work
Order No. 7-LS1810)

TO: Representative Cliff Davidson
Attn: Jay Nelson

FROM: George UtermohliI™/
Legislative Counsel

Thismemorandum addresses the issue ofwhether the restitutionary payment received
by the State of Alaska as part of the Plea Agreement between the United States and
Exxon Corporation and Exxon Shipping Company (Exxon) must be used exclusively
for natural resources restoration projects.

SHORT ANSWER

Two things are clear. HIrst, under the terms of a Memorandum of Agreement, the
State of Alaska and the United States have agreed to use the restitutionary payments
onlly for restoration of natural resources. Second, the State of Alaska, the United
States, and the Court intend that the restitutionary payments be used to restore
natural resources and the environment in the areas affected by the Exxon Valdez oil
suill. What sunclear i the extent to the State of Alaska and the United States may
have agreed, subsequent to entering into the Memorandum of Agreement, to use the
restitutionary funds for purposes iIn addition to restoration of natural resources and
the environment.

DISCUSSION

There s nothing inherent iIn the concept of restitution that requires the State of
Alaska to use the restitutionary payment received under the Plea Agreement between
the United States and Exxon for restoration of natural resources damaged by the
Exxon Valdez ail ull. The victim of a crime sentitled to restitution for the loss of
or damage to the property caused by the perpetrator of a crime. Money received as
restitution i to make the victimwhole and to restore the victim to the position the
victim occupied before the crime. CGenerally, the victim s not required to use the



Representative Cliff Davidson
February 21, 1992
Page 2

money received to replace the specific property that s lost or damaged; the victim
may use the money for other purposes.”

However, at the specific request of Attorney General Cole, the Court included the
purposes for which the restitutionary payments may be used as part of the
Judgment.”™ Attorney General Cole made the request so that there B no
misunderstanding as to how the restitutionary payments are to be used.”™ The order
of restitution contained iIn the Judgment states, in relevant part:

The monies paid in restitution are to be used by the State of Alaska
and the United States of America exclusively for restoration projects,
within the State of Alaska, relating to the "Exxon Valdez™ ail sull.
Restoration includes restoration, replacement, and enhancement of
affected resources; acouisition of equivalent resources and services; and
long-term environmental monitoring and research programs directed
to the prevention, containment, cleanup, and amelioration of ail
ills”

The order of restitution does not refer expressly to restoration of natural resources.
Insteed, In describing what are permissible restoration projects, the order uses only

For the purposes of the Exxon Valdez oil spill Plea Agreement, the victims are the State of
Alaska and the United States of America. Transcript of Propased Change of Plea, United States of
America v. BExxon Corporation and BExxon Shipping Company. United States District Court, District
of Alaska, Case No. A90-015 CR, p. 68, October 8, 1991.Cited as Transcript.

2! Judgment, United States of America v. Exxon Corporation. United States District Court,
District of Alaska, Case No. A90-015 CR.

Judgment, United States of America v. Bxxon Shipping  Company.United States District Court,
District of Alaska, Case No. A90-015 CR.

Cited collectively as Judgment.

& MR. COLE: | would like to have the scope of that restitution set out in full in the
Agreement, as | recall it’s set out in the Plea Agreement, so there’s no misunderstanding on the part
of anyone as to the soope of what those restitutionary funds may be used for. That wes a carefully
negotiated provision.

THE COURT: All right. The Plea Agreement, and I'mlooking at Page 9, says such monies
are to be used by the State of Alaska and the United States exclusively for restoration projects within
the State of Alaska relating to BExxon Valdez oil spill, and then there’s some more.

MR. COLE: Yes. | would like that.......

THE COURT: | would be happy to include that exoressed language in the judgment.

Transcript at 76.

Judgment at 4.
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the broad terra "'resources’”. The failure to specifically refer to natural resources does
not preclude the possibility that the order meant "natural resources’” and only natural
resources.

In order to detemine whether the order of restitution meant "natural resources'”
when it said only "resources”, it i necessary to look behind the order to the
documents”™ which the Court had before it at the time and to the representations
by the parties to the Court supporting acceptance of the Plea Agreement and the
restitution requirement included therein.

The order of restitution i derived virtually verbatim from the Plea Agreement
between the United States and Exxon. The Plea Agreement inrtiated the use of the
term "resources” but does not indicate whether the term should be construed
narrowly to mean only natural resources.

The best support for the conclusion that the restitutionary payment received by the
State of Alaska may be used for restoration of natural resources and only natural
resources i found in the MOA. Under the MO A the United States and the State
of Alaska agreed to dedicate all natural resource damage recoveries received as the
result of the Exxon Valdez ail saill 1o restoration of natural resources. For purposes

Plea Agreement, United States of America v. BExxon Corporation and Exxon Shipping
Company. United States District Court, Alaska District, Case No. A90-015 CR., September 26,1991.
Cited as Pica Agreement

Memorandum of Agreement and Consent Decree, United States of America v. State of Alaska. United
States District Court, District of Alaska, Civil Action No. A91-081 CV, August 27, 1991. Cited as
MO A

Agreement and t Consert Decree, United States of America v. Exxon Corporation et al.. United States
District Court, District of Alaska, Civil Action No. A91-082 CV and United States of America v.
Bxxon Corporation and BExxon Shipping Company. United States District Court, District of Alaska,
Civil Action No. A91-083 CV, filed October 9, 1991. Cited as Consent Decree.

Governments’ Memorandum in Support of Agreement and Consent Decree, United States of America
v. Bxxon Corporation et al.. United States District Court, District of Alaska, Civil Action No. A91-082
CV and United States of America v. Exxon Corporation and Exxon Shipping Company. United States
District Court, District of Alaska, Civil Action No. A91-083 CV, filed October 8, 1991

Government's Memorandum in Aid of Sentencing, United States of America v. Exxon Corporation
and BExxon Shipping Company. United States District Court, District of Alaska, Case No. A90-015 CR,
filed April 16, 1991

Joint Sentencing Memorandum of Exxon Corporation and Bxxon Shipping Company, United States
of America v. Bxxon Corporation and Exxon Shipping Company. United States District Court, District
of Alaska, Case No. A90-015 CR, dated April 16, 1991



of the MO A "natural resource damage recoweries” s defined to include “‘criminal
restitution, unless the parties otherwise agree that criminal restitution recoveries can
be separately managed by erther government consistent with this MOA."'-/

The presentations made to the Court by Charles De Monaco of the U.S. Department
of Justice and Attorney General Charles Cole state that the both the United States
and the State of Alaska do intend to use the restitutionary payments for natural
resources restoration projects, but are not wholly clear as to whether the payments
will be used exclusively for natural resource restoration projects. In recommending
that the Court accept the Plea Agreement, Mr. De Monaco said:

The Plea Agreement strives to settle the criminal Irtigation with plleas
of gquilty and a criminal sentence consisting of a fire in [sic] restitution.
The amount of the sentence actually required to be paidwithin 30 days
of conviction i 125 million dollars, with the bulk of the money
earmarked for use in Alaska for restoration of the areas affected by
the ail Fall.

This ail spillwas a catastrophe, and itwas also an environmental crime.
The criminal remedy should, likevise, iIn susstantial part, be environ-
mental in nature; that is 100 million dollars to be paid in restitution to
be used exclusiely in the State of Alaska for restoration of Prince
William Sound and the GulfofAlaska. The restitutionary components
of a sentence for an environmental crime cannot be understated. The
environment, as a victim, must be aided quickly through efforts funded

by restitutionary payments.

Consequently, of the 125 million dollar sentence that s actually to be
paid, 112 million dollars will go directly toward in aiding the environ-
ment for this environmental offense

Mr. De Monaco also said:

The Governments urge that there be restitution now for the areas
affected by the ail suill, and it should not anait years of legal battles
over damages and licnilities. The Plea Agreement provides and [sic]
immediate infusion of money needed to continue the work of restoring

& MOA at 6 - 7.

%  Transcript at 26 - 27,
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the Prince William Sound and the Gulf of Alaska, while the Consent
Decree provides money over the long term to insure that the restora-
tion work can continue over time to heal the damages caused by the
Exxon Valdez ol soill»

Attorney General Cole presented the position of the State of Alaska regarding how
the restitutionary payments were going to be used, as folloas:

Very important from the States standpoint s that 100 million dollars
of this Plea Agreement will be used for the restoration of the damage
to the natural resources, and far, perhaps, other purposes iIn the State
of Alaska.”™ (Emphasis added.)

In addition to indicating support for the Plea Agreement and the order of restitution,
this statement by Attorney General Cole highligits an ambiguity as to whether the
restitutionary payments are to be used exclusively for restoration of natural resources.
For what "‘other purposes in the State of Alaska'* may the restitutionary payments be
used? Is Attorney General Cole referring only to the proposed science center to
study ail spills or s he alloving an opportunity for the restitutionary payments to be
used for additional restoration projects for non-natural resources under the rigit
circumstances?

It sworth noting that the Court did not balk at the suggestion that the State of
Alaska may use part of the restitutionary payment for purposes other than restoration
of natural resources.

At the same time that the Plea Agreement was being negotiated and completed in
the criminal case against Exxon, the same parties were engaged In negotiating and
completing theM O A and Consent Decrees in three related avil cases: United States
of America v. State of Alaska: ™ United States of America v. Exxon Corporation
et al_; ™ and United States of America v. Exxon Corporation and Exxon Shipping
Company.”™ In each of these cases the parties provided iIn detail for the

& Transcript al 32 - 33,

Transcript at 39.

tQ| United States of America v. State of Alaska. United States District Court, District of Alaska,
Civil Action No. A91-081 CV.

United Slates of America v. Exxon Corporation et al.. United States District Court, District
of Alaska, Civil Action No. A91-082 CV.

L2)] United States of America v. Exxon Corporation and Exxon Shipping Company, United States
District Court, District of Alaska, Civil Action No. A91-083 CV.
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establishment and use of a trust fund for restoration of natural resources damaged
by the Exxon Valdez ail sall. Each of the agreements and consent decrees used and
defined the term "matural resources”. The MOA also included a definition of
“'restoration’” that discussed restoration only in the context of natural resources.”
If the State of Alaska and the United States intended to limit restoration projects
funded through the restitutionary payments to only those projects involving natural
resources, they could have expressly provided for such, as they did in the auvl
agreements and consent decrees.

The restitutionary provisions of the Plea Agreement were "carefully negotiated ™
by several skilled and experienced attormeys so it s diffiailt to believe that any
arbiguity in such a basic provision of the agreement was not the result of a conscious
decision of the parties.

The extent to which the restitutiomary payments may be used for other purposes B
a matter known only to the parties who negotiated the Plea Agreement and the
Court, because only they know why they used the term "resources’ instead of "natural
resources”’, what they intended the term "resources™” to mean, and what subjective or
implied constraints they intended to place on the use of the payments.

The Court was concerned that the money received in the settlement of the avil and
criminal cases, including the restitutionary payments, isspent as the Court intended.
The Court stated its continuing interest in seeing that the money sspent on the rigit
things and imposed an dbligation on the parties to the settlerent, including Attorney
General Cole, to monitor how the money isspent. the money isbeing misdirected
then the parties would have to bring it to the attention of the Court.”/ [If the
legislature spotential ly subject to being brought before the federal District Court for

& MOA at 6.
Consent Decree at D-10.

A "Restore” or "Restoration” means any action, in addition to response and cleanup activities
required or authorized by state or federal law, which endeavors to restore to their pre-spill
condition any natural resource injured, lost, or destroyed as a result of the Oil Spill and the
senvices provided by that resource or which replaces or substitutes for the injured, lost or
destroyed resources and affected senvices. Restoration incudes all phases of injury
assessmert, 16S' "ration, replacement, and enhancerment of natural resources, and acquisition
of equivalent resources and services.

MOA at6-7.
A Transcript at 76 and 77.

A Transcript at 73.
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misusing the restitutionary payment, it i important, and only fair, that one of the
participants in the drafting of the Plea Agreement inform the legislature of the
constraints on the use of the payment.

Attorney General Cole Bsa key person in determining how the money 1o be spent.
As representative of the State of Alaska iIn the Exxon Valdez oil spill settlement
negotiations, an active participant in those negotiations, one of the state trustees for
the Exxon Valdez settlement trust, and *'court appointed monitor' of the expenditures
of the money received in the amvil and criminal settlements, Attorney General Cole
5 an important resource available to the legislature to resolve the ambiguity as to
what the State of Alaska, the United States of America, and the Court meant when
they used the term "‘resources” in the order of restitution and Plea Agreement.
Attormey General Cole can also resolve whether the restitutionary payments may be
used for anything other than restoration projects relating to natural resources.

If 1 may be of further assistance, please advise.

GU:pl
92-118._pIm
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MEMORANDUM
TO:
FROM; Eric Jorgensen
RE: Limitations on oil spill restitution funds
DATE: February 12, 1992

My review of the plea agreement entered to resolve
the criminal charges against Exxon Corporation arising
out of the Exxon Valdez spill leads me to conclude there
are stringent limits on the purposes for which the State
of Alaska may spend the restitution payments it received
pursuant to that agreement. This memo briefly summarizes
my views on this issue. 1 would be happy to discuss this
with you at greater length if you wish.

Fundamentally, 1 believe the plea agreement must be
interpreted with an eye toward the violations underlying
the agreement. Exxon pled guilty to violations of three
environmental statutes— the Clean Water Act, Refuse Act,
and Migratory Bird Treaty Act. All three statutes are
designed to Tfoster protection of the environment,

wildlife and water quality 1iIn particular. The plea
agreement describes the restitution payments as "‘remedial
and compensatory." 1 would iInterpret the document to

provide generally only for use of these funds In a manner
which remedies the iInjuries addressed in the criminal
complaint— that is, injuries to the environment and
natural resources. Any other use— subsidizing
development projects, Tfor example— would not remedy or
compensate Tfor this iInjury and therefore should be
barred.

This interpretation is confirmed if one reviews the
statements made at the hearing on the approval of the
plea rjreement conducted by Judge Holland. There are
numerous references to the restitutionary payments during
the discussion of the plea agreement by the lawyers for
the United States and Alaska, as well as Judge Holland,
which 1indicate clearly that the parties and the court

Printed on recycled bond



intended the plea agreement to limit carefully the
expenditure of funds to projects related to restoration
of the natural environment. See.e.g.. Plea Agreement
Hearing Transcript at pages 26, 27, 32, 33, 40, 47-48,
68. The only possible exception provided for iIn these
discussions is TfTor an oil spill research center in
Alaska. Attorney General Cole made a careful effort to
explain to the court that this was the one area which
might not Ffit the traditional definition of restoration,
but which the State had explicitly negotiated to
facilitate with the restitutionary payments. See
Transcript at 77, 39, 47.

Given that this is the only project which may not
fit the strict definition of restoration that was

specifically mentioned by the State, 1 would argue that
any other project not directed toward restoration of the
natural environment be prohibited. Clearly, the State

was aware of the narrow limits imposed by the agreement
and required by the court and yet chose to insist on only
this one exception. This is a clear indication that the
parties and the court expected and agreed that this would
be the only exception.

This interpretation of the agreement is also
supported by a careful examination of the definition of
"restoration'™ in the agreement. The First half of the
definition, describing restoration, replacement and
enhancement of affected resources and acquisition of
replacement resources, is based on the similar
provisions of the Clean Water Act, 33 U.S_C. section
1321(F) () and should be similarly interpreted. The main
addition to the Clean Water Act definition 1is the
specific reference to ""long-term environmental monitoring

and research programs.” This is the oil spill research
center so carefully preserved by the remarks of Attorney
General Cole. Thus, both the language of the agreement

and the Attorney General Cole"s interpretation of the
agreement at the hearing support a two part definition of
the proper uses of the funds: TFfirst, restoration of the
natural environment in the traditional sense as described
in federal law; and second, long-term monitoring and
research relating to oil spills. See Plea Agreement
Hearing Transcript at 39 and 47.

Though arguments might be made to broaden the scope
of the plea agreement, none of them is persuasive. It is
true that the plea agreement uses the word "'resources™ to
define the object of restoration efforts, iIin contrast to
the consent decree entered to settle the civil
litigation, which uses the term "natural resources'.
Thus, i1t might be argued that the plea agreement payments
can be used to restore a broader group of resources than
the "natural resources"’ benefitted by the civil



settlement. This argument should fail, however, because
it conflicts with the clear understanding expressed by
the parties at the plea hearing and, more fundamentally,
with the idea that the payments must be used to remedy
the Iinjury for which the criminal charges were brought—
environmental injury. In other words, properly
interpreted in context, "resources'”™ should be undesrstood
to mean natural resources, with the sole identified
exception Tfor a spill study center.

An argument could also be made that because the
definition of restoration iIin the plea agreement is not
exclusive (it says restoration "includes”™ rather than

""means', or some other exclusive term) that other uses ofFf
the money are possible. In light of all the other
evidence to the contrary, 1 do not believe this argument
standing alone can prevail. Moreover, the force of the

argument is severely limited by the general rule ofF
contract and statutory interpretation which provides that
if a definition is not exclusive, other possible meanings
must be of the same nature or general type as the listed
meanings. In this case, the definition of restoration in
the agreement lists specific activities which are
permissible. Even if the use of the word "includes" is
interpreted to mean that other uses of the funds are
appropriate, those uses must be of the same general
nature as the specifically listed uses.

I have not discussed iIn this memo any arguments that
might be made based on the briefs filed by the parties in
support of the plea agreement. I simply did not have
time to review them. I it would be helpful to you, I
will try to find the time later in the week.
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