ALASKA LEGISLATURE COMITTEE FILES 1993-1994 8672
8003 0 HOUSE RESOURCES O



The total value of sport f|sh|nﬁ to Alaska’s economy was estimated in studies conducted
in 19/3and again in 1985 N 1973 the total esﬂmate? ex end|ture%,9¥s ort ?n lers in
Alaska was $52 million. BY 1985, total expenditures related to sport fistfing in Alaska had
risen to _apﬁrommately $204.7 miltion. These studies also revealed th(?t sport fishing was
a significant source”of jobs for Alaskans. In 1985 an estimated 3033 jobs “were
genérated due to sport fishing activities, with a total of $60.4 million in wages and salaries.

More detailed evaluations of the economic impact of sport fishing have been conducted
In several specific areas of Alaska. Some of the fm,dlnﬁs of interest were that n 1986
anglers %pent more_than $127 million on sport fishifig In southcentral Alaska and
supPorte over 2000 jobs. In 1983 anqlers spent $831 million on sport f|sh|n%; in
southeast Alaska and supported the equivalent of lmfull—u&ngéobs. Southeast angfers
spent an average of $923 for each king salmon harvested, $255 for each coho salmon
and $245 for each halibut harvested in 1983 Angler spending associated with sport
fishing In southeast Alaska also resulted in over"$3 million in license fees and' tax
revenes to local and state governments.

SPORT FISH PROGRAM SUMMARY

Since the 19605, the activities of the Division of
Spart Fish have evolved from the basic task of
finding out what species of fish inhabit our lakes
and “streams to the complex task  of
understanding the total impact of man’s activities
on fish populations and m nagm? complex multl-
user group fisheries. The overall program of the
Division of Sport F'sh is now organized under
four major categories: Research, Management,
Public Access, and Hatcheries.

Research .

N FY94, approximately 40 percent of the
operating budget reguest s dedicated to
erforming research and data collecting projects.
hese projects are desqned to answer specific
questions “about how 10 beuer manage the . | |
resource. Through our research progrdm, we are striving to determine the carrying
capacity of specific lakes and streams, The timing and movement patterns of fish as they
migrate thro,u%h heavily fished waters, the opfimum number of spawners needed to
Perpetuate,fls populations, sport f|sh|n% effort and harvest, the effects of hookm% and
eleasing fish, and the minimum amount of water needed to su,pﬂor,t fish Ropula jons.
This information Is vital in the day to day management of sport fisheries in Alaska.
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Management , i
Manag}ement biologists a Ig the results of research to conserve stocks of fish ang to
meet the diverse néeds o ,an%hng,gubhc. Ingreasmg numbers of fishermen, confiicts
between user (t),roups, subsistence issues, federal mana%ement, and more detailed
reSOUf’CG ﬁlloca |onB and management P,Ians have m?de ISheries management mor
complex than ever pefore, Oneof the primary tasks of the sport fish man %ement sta
will be to develop detailea fPlans for major recreational fisheries. These plans will guide
fishery managers in their efforts to meet the division’s three major goals: sustained Vield,
diverse fishin opportumnes,,and optimum social and econommvgluefrom sport fishéries.
As management complexity increases, sport fishing regulations, become more difficult to
understand. Through a stron? information ang acluanc education program, the division
works closely with the ang mg public to identify their desires and promote the
understanding, appreciate, and educated use of Alaskan aquatic resources and the
ecosystems that support them.

Public Acces

Although Alaska has, thousands of lakes and thousands of miles of rivers and marine
coastline, a%Cﬁas to f|sherX resources is seve,rael?q restricted t{y a limited road system and
private landholdings. . With over 252,000 resident and about” 173000 nonresitlent sport
anglers part|C|pat|n% in the fisheries each year, available access sites C{UI,Ck|y become
overcrowded, and the quality of the fishing experience is degraded. For this reason, the
Division of Sport Fish has established an"aggressive public access program.. The goal

%‘ thif rogram Is to increase recreational boating and sport fishing opportunities within
e state.

In FY94, the divisjon |s,request|,n%two million dollars to build s[portﬂshm access faciltties,
Inclucled are projects in cll regions of the state involving boat launch infprovements, tral
development, parking areas for fishermen, and access Site acquisitions. Rules governmg
the use of federal monies require that at least 125 percent of the W-B funds” receive
must be used for boating access pr%ects. Since the start of the access pro%am In FY80,
the Division of Sport Fish has committed an average of 17 percent of its W-B funds to
access r(%%cts. The facilities provided by the access pro?ram currently accommodate
over 500,000 user-days of recreational boating and sport fishing activities annually.

Sport Fish Hatcheries

Since 1986, W-B and Fish and Game Funds have been used by FRED Division to raise
and stock fish to benefit sport fisheries. As a part of the department’s restructuring of
FRED Division, three hatchery facilities (EImendorf, Ft. Richardson, and the Broodstock
Development Center) wil be transferred to the Division of Sport Fish. These facilties have
received the magonty of their funding from sport fishermen and have mainly produced fish
to enhance sport fisheries. - The goals of the sport fish hatchery program wil be to
Increase and diversify sport fishing opportunities and to shift fishing presSure away from
overutilized wild stocks.



SPORT FISH DIVISION BUDGET SUMMARY

Who Pays?
The ,entirye operational budget of the Division of Sport Fish is paid R%/the sport f|sh|nlg|
public.  About fifty percent’comes from W-B funds which result froni a national tax o
sport fishing equipment and marine fuels. This revenue is distributed to states (based on
i %sue of the state and the number of sport fishing licenses solg) 0 be used for sport
fis refearc an m,ana%ement. The re ammg@ ercent of tne udg,et comes from
the sale of fishing licenses In Alaska. In total, 80 percent of the diviSion’s operating
budget is provided by nonresident sport

In 1992, the legislature increased the cost of a resident sport fishing license by five
dollars, and required that all anglers who fish for king salmon buy a tag which costs ten
dollars for residents and twenty dollars for nonresidents. It is éxpected that these fee
Wézases will generate an additional $2.7 million to fund sport fish related programs in

FUNDING SOURCE WHO PAYS

Fund C5090 C.2090

FY94 Budget

Between FY84 and FY94 the operating budget of the Division of SPOY'[ Fish increased
from $5 million to $15.3 million. During this time period the level of federal fundm,%
Increased five fold due to passage of the' Wallop-Breaux Amendment to the Federal Al
In SPort Fish Restoratjon Act. State fundmngecImed for several years after FY84 due o
the transfer of general funds and Fish and Game Funds from thé Division_of Sport Fish.
However, in recent years Fish and Game Fqus, have Increased due mainly t(f steadi
mcre,asmg numbers’ or sport fishermen purchasing licenses, the new king salmon ta
requiremént, and increases in the cost of nonresidént and resident sport fishing license
that went info effect in 1991 and 1993
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In Y94 it is esttmated that the ktng salmon tar%; will 9enerate $18 million |n additional
revenue. TEese ti t]be e |catect ew ﬁ)to enh %ce and mana e
recreational mg salmon fisheries. In fota 4m|||| espent he department
on new king saimon management and enhancement protects in FY

The Sport Fish operating budget request, ($15.3 million) will be used to fund programs in
three regions, the Reséarch and Technical Services ‘section, and Headquarters. The

approximate breakdown of expenditures by region is:

Southcentral
Region C43S0

In addltlon to_the 153 million in the operatin bud et, the Sport FISh DIVISIOﬂ has

requested a Captt ements Proect CI %et for the s VBOH ishing access
Pur(t) ram in the amount %2 0 million, |sp0 am wi befunded |th75percentW—

s and the required 25Y% match will be from'the state General Fund.

The total FY94 funding re uest for the Division of Sport Fish will be split between its major
program components as follows:

Sport Fleh
Hatchorles 12)0



In addrtront hatc heryf nds in the S ortF sh base, Fish and Game Funds and W-B

nresttaIn 16 mil on are carrrdrn % FRED D rvrsron base to carry out sport
rs ery en anc ment ects so In FY Q million CIP project request for a water
recrrcu lation system (50%Fish and Game Fun and 50% Ge neral und) will approximately
double the production capacity of Crystal Lake hatchery.

THE FUTURE

Alaska has the best cold water sport fishing
opportunrtres in the world. Our challenge wrll be to
mana%e this unique resource to ensUre that th e
ualities that make Alaska unique are cP etuate
an at the same time, maximize the opportunities for
people to enjoy and benefit from their use. The state
must e erIrng to compare the social and economrc
benefits of management rPtrons aong with the
resource costs of each; then be preparéd to adopt
Bo icles, Pro rams, and aI|ocat|ons that are in the
est rnte stS of the p eoP We must not allow
potential shor-term gains to endanger the long-~term
Well being of the reSqurces. Protection of habitat,
mantenance of the diversity of wild stocks of fish,
and caref* mmits on harvest are essential.

Hard work and_dedication will be required by the

Department of Fish and Game along with everyone

interested in sport fishing to meet tiie challengés of

the future. We must contrnue our mana ement research, hatcher %/ and publrc access
programs, More emphasis will be placed on f rshenes management plans developed b

all interest groups and_ with public input to solve complex Management and allocative
issues. Thé division will become more involved in the education of the ﬂublrc at all age
levels, ar d we will also accomplish new projects in partnership with the citizens and
sportsmen of Alaska.

Sportsman’s groups conservation organizations and the public must become more
involved In de€isions related tos ort fis rncrr( Individuals and groups must emphasize to
%herr legislators that sport fish rng is ImpOk' :nt to most Alaskans, and that adequate
undingfor sport fish managemert Is necessary and expected.

The department and sport fishing interests, along with elected officials and other decision
makers, must work together to énsure that the world class soort fishing In Alaska can be
enjoyed now and by future generations. Benefits are quaranteed to far'exceed the costs.



POINTS TO REMEMBER

Between 1977 and the number of sport fishermen in Alaska increased hy
111 percent. Over 425000 anglers now fish in Alaska each year.

In 1985, over $200 million was spent on sport fishing in Alaska. In squtheast
Ala?]ka dunng 1988 anglers spent $923 to harvest each king salmon, $255 for
each coho salmon, and$245for each halibut.

Sport anglers harvest less than one percent of the total number of salmon
harvested' in Alaska.

Operational costs of the Division of Sport Fish are paid with sport fishermen’s
moneyf' adl(l) percent user funded program. Nonresidents provide 80 percent of
esefunds.

H,atcheral Gnrograms Intended to bengfit sport fisheries. are funded with W-B and
Fish and Game Funds,_ A total of $3.7 million for sport fish hatcheries Is requested
In the Sport Fish and FRED Division operating budgets.

Sport fishermen, the general rEublic, and decjsion makers must work together to
assure the long-term Well being of Alaska’s fishery resources and that maximum
social and economic benefits are provided on a sustained yield basis.
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FY 94 BUDGET OVERVIEW

DIVISION OF COMMERCIAL FISHERIES
DEPARTMENT OF FISH AND GAME

DIVISION FUNCTIONS and ORGANIZATION:

The Division of Commercial Fisheries is responsible for the mana?ement of the states
commercial, supsistence, an% personal use fisheries. It also g/s a maéﬁr role n
management of fisheries in, the 200 mile Exclusive Economic Zoné off Alaska and in
international fisheries negotiations. The division carries out its m|33|on by maintaining
brood stock |evels. capable of producing oanum resource ?1/ preventing the
overharvest of specific depressed stocks, identifying appropriate harvest methods ana
mmmzmg incidental harvests of non-targeted SReCIeS or stocks. The division also
Implements decisions of the Board of Fislieries that allocate f|shery resources among
various users. Data needed to make resource decisions are obtained %/ monitoring
fishing effort and, landing records, and by research studies. of the d|str|bu lon, spemes
composition, availability,"and reproductivé requirements of fish populations.

The division is or%amzed into a Headquarters Office located in Juneau and four regions:
Southeastern, Central, Westward, and Arctic-Yukon-Kuskokwim.



COMMERCIAL FISHERIES ORGANIZATION

Southeastern Region Arctlc-Yukon
and Headquarter* Central Reglon Kuekokwim Reglon Westward Reglon
Location PFT PPT Location PFT  PPT Location PFT  PPT Location PFT  PPT
Juneau Hq 3 3 Anchorage Reg 17 7 Anchorage 18 9 Kodiak _3a 57
Douglas Reg 37 27 Cordova to 16 Anvik 0 2 Belkolsky 0 1
Douglas Area 4 14 Dillingham 5 ) Bethel 5 ) Chignik 1 9
Craig 0 1 Homer 7 9 Emmonak 0 10 Cold Bay 1 0
Haines 1 12 King Salmon 2 35 Fa'rbanks 4 2 Dutch Harbor 4 9
Hoonah 0 1 Soldotna 6 A Kotzebue 1 5 King Cove 0 3
Hyder 0 1 — — Nome 3 » Bear River 0 2
Ketchikan 6 27 47 126 Saint Mary’s 0 23 Sand Point 1 ©
Klawock 0 2 — Port Moller 0 4
Pelican 0 1 3 c°]
Petershurg 8§ 2 3 97
Port Alexander 0 1
Sitka 7 2
Snettisham 0 1 Division Totals
Wrangell 1 2 Comm Fish 178 337
Yakutat t 9 Special Proj A 129

% 144 212 466

The above organizational chart shows key headquarters and region staff for FY 94, as
well as offB% taffing levels. Note that temporary positions are included with permanent
part tlme( postions In the above table,



FUNDING HISTORY AND FISHERY VALUES:

The greliminar exvessel value of Alaska’s commercial fisheries for 1992 is estimated to
D L O T e, The R hucsse
hallut and s%e\msﬂ were,y&'ﬂZZ %30 $42 and $252 miion respecti\gePy. B

Exvessel Values of Alaska’s Commercial
Fisheries and Expenditures by the Division of
Commercial Fisheries,

(All amounts shown as real dollar amounts, inflation adjusted to the 1993 U.S. Urban
Consumer's Price Index.)
2000

1 GROUND

O HERRING

gé_ £ HALIBUT
n O SHELLFISH
%I’I 1500 SALMON

%

H 1000

The division’s budget has remained fairly stable d,unng recent years, although there have
been losses to the programs due to hu %et cuts In.FY 90 FY°92 and FY 93 as well as
the effects of inflation.™ In dollar amounts, the division's FY 94 GF Budget Request is
close to the actual budgets of the last three fiscal years. However, whén adjusted for
inflation, the FY 94 request has only 73% of the purchasm% power of the FY 85'spending
level, and is actually just about equal to the FY 78 budget, (see graph on page 14)

Based on the number of fishing licenses issued and an estimate ofjrobs In the processing
Industry, more than 25 ger,cent of the working a%e gopulanon of the state is directly
involved in the fish processing and harvesting ‘sectors of the industry. An even higher

ﬁ]e ucsetrrkt/age are Involved if ong counts busingsses indirectly associated with the fishing
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The numper of IE]eo le. activel
en age n_the commercial fishin

Industry has been gradually increasing.
The (t;,raph on the nﬁht gives an
indication of that growth expressed as
number of Commeércial Fisheries Entry
Commission f|sh|ngi,perm|ts ISSued, the
number of people Ticensed to crew on
fishing vessels and tenders, and the
number of people employed in the fish

processing sector.

The fishing industry is important to

Alaskan communities. For many small

coastal . communities,  commercial

fishing is the major source of cash,

whethier it be direct or indirect. The

boro,u%hs and cities of the state

receive a share, about one-half, of the -

state’s fish tax, = Their share of the FY 92 tax was $145 million. For many small
communities, their share likely represents a significant portion of their tax base.

CHANGES TO FY 93 BUDGET:

The division has not made any substantive chan%es between the way the FY 93 budget
was authorized and the wa)() it Is being spent. The division was required to reduce”its
General Fund service level Ty about $835 thousand below that provided in FY 92 The
division did receive a $3685 unallocated General Fund reduction in the FY 93 bud?et.
Thgt reduction resuléed in ,redu,ce% herring assessment projects statewide, as well" as
public service related functions in headquarters.

FY 94 BUDGET REQUEST:

The FY 94 Governor's budget request will allow the division to continue, the level of
seryices It 83rovlded in FY 93 Those programs_and progects that are being operated
during FY 93 will be operated again in FY"94 The Govérnor's FY 94 budget request

contains funding for one new project, which will be supported by Program Receipts.
Bering Sea Oabh $185.3

During its spring 1992meet|ng1 the Board of Fisheries established a limit
on the number, of crab pots that could be used in the Berlngi Sea king and
Tanner crap fisheries. * For enforcement purposes, state laws reqire a
buoy identification system be initiated whenever a pot limit is in effect and
allows the department to charge for the cost of the system. The Governor’s
budget requests $185.3 in program receipt authority for the system. This
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REORGANIZATION PLANS:
In FY 94 the division will be combined with the FRED division. This possibility was

discussed
identified

f the department’s plan
pé}$210.0 in II):Y

0
budget by

93h

with the legislature durmgi the FY 93 bua
$3000 In savings which coud result from the
S, the legislature reduced the
Another $90.0 was cut from the FRED budget.

et process.
otential merg,er. Inan
ommercial

wag mrﬁﬁtuested and approved for FY 93 by the Legislative Budget

The depa_ ment
icipation
isheries Division’s

The first step in the merger was the issuance of Executive Order 86, transferring t
statuto dut|e,ﬁ of the FRED Divisjon to the department. A management team within t

department wi

The followinﬂnaﬂ\%hc

request Star

Governor's Legislative
Request A’ .ons
204126 370
Legislative Additions
Atka Salmon 67.0
GSl 2100
Total 3370

work out the details of the combination.

overnor's request:

Legisla_tive FY 3
Reductions Authorized
(439 19805.7
Legislative Reductions
COLA 1%38
R/ Steller Crew 88.0
FRED Div. Merger 210.0
Travel
Media Center 21
Unallocated 3635
Total (%39

9‘3& e&il& the dev,elogment of the FY 94 General Fund budget

FY %
_ Governor's
Adjustments Request
15 19807.2
Adjustments
Yetna Sonar Cabin 15
(DOA Transfer)
Total 15
Component Request
General Fund 19,370,0
General Fund Match 4371.2
Federal Fund 0695
Test Fish Fund 21205
Total Request 22.597,2



MAJOR ISSUES:

The followinq are several major issues that confront the state’s commercial, subsistence,
and personal use fishery management programs for FY 94 and beyond.

Groundfish Management o ) .
Federal and cooperative management of,gﬁoundflsh in the Exclusive Economic
Zone (EEZ) off Alaska. (3-200 miles) is quickly becoming so comP,hcated that the
state IS Ioosmlq the ab|||t¥ fo protect ts legitimate interestS. Allocation of allowable
harvests and fimitation of impacts on state-managed resources are issues of great
import to Alaska residents, yet which are not adequately addressed with current
fiscal resources. There is alSo a growth of the Tgroun,dﬂsh fisheries that take place
in  state waters, particularly those_for rockfish, lingcod, and sablefish. ~ The
division’s ability to assess th size of these resources’is severely limited.

Maximizing Sustained Yield

As oil revenues decrease, the economy of Alaska will become more dependent on
renewable natural resources. To ersure that the greatest benefit i derived,
management must be capable of maximizing yield over the long term. For
fisheries, this will require a knowledge of thé dmount of spawning fish that Is
needeéi {0 achieve that goal and the ability to manage the harvests to ensure that
the individual goals are met.

Shellfish Stock Assessment

Almost all of the king, Tanner, and Dungeness crab, as well as other shelifish,
stocks in Alaska are managed on very rudimentary information about stock status,
reproductive potential, and; optimum “exploitation “rate. This has resulted in ver;{
conservatjve mana%e,ment in many areas and has allowed for some boom and bus
cycles in the past. Given lower prices for salmon in recent years, shellfish fisheries
hold substantial potential for increased income and revenUg, but such expansion
will require significant increases in assessment information and management
recision. In ‘addition, there is a likelihnood that the National Marine Fisheries
ervice may discontinue its Bering Sea king and Tanner crab stock assessment
Brogram. If that occurs, the state"will no longer have information upon which to
ase its harvest determinations for,},he rlchesﬁ| s)hellﬁsh fishery in the state (an
y).

exvessel value In excess of million annua

VVessel Maintenance

The division has five %{86 research and support vessels, with a total replacement
value In excess of million, that require re(?u_lar, maintenance and periodic
overhaul. These vessels are integral to a variety of finfish, shellfish, and groundfish
stock assessment programs as el as provide platforms for inseason management
of several specific fishieries. Maintenance. must be provided to protect this capital
investment and to assure safety and efficiency of the vessel support program.



Prince William Sound Pink Salmon Stock Identification

With the loss of oil spili related funding, the division no longer has a way of
discriminating between hatchery and wild stocks of pink salmon in Prince Wilfiam
sound. It 1s"essential for mariagement of the commercial fishery to be able to
identify these stocks inseason In"the fishery areas.. Presently thé wild stocks of
pi 'k salmon are very low, while hatchery production is high. Given the differences
In maPmtude between wild and hatcher?/ returns, the history of under e,s_caP,ements
for wild stocks in recent years, and the fack of an inseasonstock identification tool
ch,% éjrg\lnsmn s faced with the task of severely restricting or closing the commercial

Developing Fisheries

In recent years there has been a growth in exploitation of preV|ous1Iy underutilized
species Such as sea cucumperS, sea urchins, and clams. These growing
iIndustries, however, are exploiting stocks not normally assessed or managed. by
the division. In order to hest take advantage of these dev,eloCPment opportinities,
more assessment and management planning will be required.

CAPITAL REQUESTS:

The Governor's FY 94 CIP request contains the following division project.
Vessels Major Maintenance and R/V Medeia Outfitting. $315.0

This CIP project will fund major majntenance needed on the division’s five large vessels.
These vessels suloport fishery momtorm% efforts and are extensively involved'in salmon,
herring, and shellfish stock assessmen B,ro,g,rams. They are also used by the other
divisions in the department, as well as the Division of Fish and Wildlife Protection, to carry
out their operational responsipilities, . The R/V Medeia was purchased this winter as a
replacement for the_RAV_Steller, which had to be removed from service hecause of
stabjlity problems. The AN M?dela was huilt in 1992 and used by the oil industry to
conduct ‘surveys in the Gulf of Mexico. =The vessel is 110 feet’in length and was
Purchased for $401 thousand. This CIP will funa retroﬁttmgethe vessel’s heating system,
nsulation, refrigerated seawater tankage, and a bait freezer.

LEGISLATION:

The division did not request the introduction of any legislation this year.



DIVISION FUNDING

(Thousands of dollars)

Fv94 FY93 FY92 FY9l FY90 FY89
Funding Gov. Auth. Auth. Auth. Auth. Auth.
Gen. Fund $19807.2  $19805.7 $19435.2 $19804.9  $18473.2 $18569.6
GF/Prog. Rec. 2277.5 2092.2 2141.8 1504.0 1607.4 1487.4
Fed. Rec. 6288.9 6288.9 5076.5 4573.6 4302.7 4278.0
F&G Fund 431.4 431.4 381.4 181.4 0.0 0.0
I/A Rec 270.3 270.3 271.5 267.4 264.7 231.0
TOTAL 29075.3 28888.5 27306.4 26331.3 24648.0 24566.0
Personnel
PFT 212 212 216 204 198 195
PPT 449 450 465 479 488 491
Temp. 16 16 16 16 16 16
Staff Months 4099 4090 3948 4102 4049 4049
COMMERCIAL HARVEST EX-VESSEL VALUES
(millions of dollars)
Fishery 1992 1991 1990 1989 1988 1987
Salmon $564.4' $309.3 $540.0 $505.0 $780.0 $473.0
Herring 30.5 26.0 26.9 24.2 55.9 42.7
Halibut 42.0' 98.1 85.0 76.1 74.5 60.9
Groundfish 321.5 330.1 479.4 606.8 673.9 423.5
DAP 321.5 330.1 450.0 402.0 254.9 118.6
JVP 0.0’ 0.0 29.4 204.8 419.0 304.9
Shellfish 252.2" 313.0 352.0 274.0 244.1 213.5
TOTAL 1,210.6 1,076.5 1,483.3 1,486.1 1,828.4 1,213.6
TAX REVENUES GENERATED B/ THE FISHING INDUSTRY
(Thousands of dollars)
FY 92 FY 91 FY 90 FY 89 FY 88 FY 87
Fish Proc. Taxes $30,168.0 $41,365.2 $38,242.9 $41,338.0 $29,237.5 $26,605.1
Salmon Enhancement Tax 4,092.0 6,149.0 6,520.3 9,544.0 5,768.8 4,444.1
Seafood Marketing Tax 2,743.0 3,275.0 3,264.6 3,349.3 2,669.9 1,460.2
Marine Fuel Tax 9,360.0 10,073.5 9,235.1 7,208.0 5,294.4 5,372.9
CFEC License Fees 6,178.5 5,902.8 4,928.8 4,789.4 4,433.7 3.251.4
TOTAL 52,541.5 66,765.5 62,19'.7 66,228.7 47,404.3 41,133.7
INDUSTRY & FISHERIES EMPLOYMENT
1992 1991 1990 1989 1988 1987
CFEC Permits 32,417 32,594 32,215 32,416 32,669 32,540
Vessel Licenses 17,194 17,580 17,417 16,963 16,574 16,262
Crew Member Licenses 34,849 34,906 35,588 32,433 35,207 31,159

Processors & Buyers 629 559 541 517 526 502
Processing Employment 20,000 17,400 17,850 17,000 16,900 14,000

* Note: All 1992 value and industry figures are preliminary.



Distribution of the state’s fish tax collected in FY 92 by borough and by city. A
total of $30.1 million was collected, of which $14.5 was distributed to Alaska’s
boroughs and cities.
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Division of Commercial Fisheries Budget by Management Region and Species,
(Commercial Fisheries Component only, pemal Projects are not inluded).

FY 93 FY 94 FY 94
Authorized Incs/Decs Request
S‘r’é‘JH figh™™ Feoren § 06 166
r|n 2.6 H
%7 ] %6 A7 8
Total $4 ]7 $-229 $4- 58
entr egion
w48
i : o
Total $5, 4 $ $5,3169
AYK ion
Groun@? h . 0.0 .
””9% 23 ?g A5 2,8§ ]E
Total $3, 6%:%)) $0.0 $3,5323
Wr%ﬁhd?s reen ) 00 .
ﬁr]rq'f”ﬂ 2 2%.'§ 27 2,%@:?
$ota| 7129 Sk o6 &
Head ters Office
roHHH?s 27§.§ 9 2197
st g L
Total $2, 1 $229 $2,953 0
T%aln v Species 71 A ;§9
r|n 25436 I
- S
Component Total $22,410.4 $186.8 $22,597.2

Note: Halibut are included in "Groundfish™ in these figures.
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Year

76
77
78
79
80
81
82
83
84
85
86
87
88
89
90
91
92
93
94

Exvessel Values of Alaska’s Commercial
Fisheries, and Expenditures by the
Division of Commercial Fisheries,
(in Millions of dollars).

Exvessel Values Division
Shell Ground Total Expenditures

Salmon Fish Halibut Herring Fish Value GF Total
119.7 97.3 20.5 25 11 241.1 6.2 7.6
176.4  153.2 17.6 2.7 1.6 351.5 7.7 9.3
241.2  230.6 23.4 7.2 3.3 505.7 8.9 11.3
346.8  239.0 32.9 32.7 6.3 657.7 10.0 11.8
254.1  265.3 13.5 12.2 8.9 554.0 11.7 13.7
397.3 196.9 19.3 18.6 24.0 656.1 14.3 16.6
309.7 2117 24.9 20.2 40.9 607.4 171 19.9
320.2 146.6 35.3 28.9 78.0 609.0 18.4 211
343.1 102.1 24.9 19.8 107.2 597.1 18.5 211
389.0  106.3 40.3 38.0 137.5 711.1 20.2 23.2
414.0 182.0 79.4 38.5 197.9 911.8 19.9 24.3
473.0 2135 60.9 42.7 423.5 1,213.6 16.1 21.0
780.0 244.1 74.5 55.9 673.9 1,828.4 16.9 21.9
505.0 274.0 76.8 24.2 606.8 1,486.1 18.5 23.7
540.0 352.0 85.0 26.9 479.4 1,483.3 18.6 23.4
309.3 313.0 94.3 26.0 330.0 1,072.6 19.8 25.0
554.4  252.2 42.0 30.5 321.5 1,210.6 19.5 26.2
19.8 28.9

19.8 29.1

NOTES:

)
2)
3

4

Nominal amounhs d|sp|athd in th% above table Real (inflation adjusted nominal
amounts) are shown on’the graph on p a%

I%re\é%gsel values do not mcIude Washmg on landings or fish caught by foreign

Exvessel values are reported a/calendar year, Division expenditures are by fiscal
ear. The DivNon aut onze amount is shown for FY ‘98 and the Governor’s

ﬂest IS shown ror F

BeL \ﬁggnﬂm exvessel values are considered preliminary, and may be subject
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1992 Exvessel Values of FY 94 Commercial Fisheries

Alaska’s Commercial Fisheries Component Budget
(Millions of dollars paid to fishers (Millions of dollars spent to manage
for catches in Alaskan waters.) various Alaskan fisheries.)
Herring Groundfish
$0.5 2% & Halibut
$.8 4%
Halibut Commercial Fisheries Herring
$2.0 3% budget if displayed to $2.6 11%

scale with the
exvessel value.

TOTAL

$1.210.6 TOTAL

$22.6



FY 94 Budget by Revenue Source and by Species for the

Division olf C_qmmercial Fisheries
(in millions of dollars)
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Division of Commercial Fisheries GF Budget
1976 - 1994 nominal amounts and inflation adjusted amounts shown

$25
Nominal, (actual) dollar GF
appropriations to the Division
of Commercial Fisheries.
$20
$5
$0 0%
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Introduction

The 1980ssaw rapid and remarkable change in the Alaska seafood industry. Salmon landings and revenues
reached all-time highs. The crab and halibut fisheries rebounded. And in the biggest change of the decade,
American fishermen and processors took over Alaska's offshore fisheries and the billions of pounds of
groundfish harvests that had previously gone to foreign vessels.

As Figure 1shows, the domestic catch of groundfish off Alaska increased from virtually nothing in 1980
to more than 4.5 billion pounds by tiie late 1980s. That huge increase in domestic groundfish harvests meant
Alaska’s overall domestic seafood harvest quadrupled between 1980and 1990.

Alaska ranked among the top ten seafood producers in the world in the 1980s. Figure 2 shows Alaska
harvests over the decade as compared with those of the entire U.S. and some other major fishing nations.
Nearly 3percent of world harvests, and halfof U.S. harvests, came from Alaska waters in recent years.

The seafood industrY has always been important to the state's economy, and in the 1980s it provided more
jobsand abigger payroll than agggother resource industry. Close toone in ten Alaska adults spent at least some
time commercial fishing in 1989, and throughout the 1980s Alaska residents bought about 80 percent of
commercial fishin? permits and around 65 percent of crew licenses for Alaska fisheries. (For brevity,
thoughout this publication we use “fishermen™ to refer to both men and women who fish.)

Table 1shows that the seafood industry (including both harvesting and processing) contributed 7 percent of
total personal income in Alaska in 1984, and much more than that in coastal regions with the richest fisheries.
And if we consider just income from Alaska’s private basic industries— those that drive the economy by
producing goods or services for export— the seafood industry contributed more than one-quarter of Alaska's
private basic income in 1984, and much bigger shares in the Southwest, Gulf Coast, and Southeast regions.

Alaska’s commercial fisheries stretch from the southeast panhandle along the Gulfof Alaska and the Aleutian
chain and up the southwest and northern coasts. Figure 3shows locations of major Alaska fisheries.

Figure 1 Domestic* and Forei

(%n Groundfish Harvests Off Alaska, 1980-1990

Millions of Pounds)

*Domestic harvests here includejoint venture harvests—har\'ests made by Americanfishermen hill processed by
foreign trawlers. Suchjoint ventures ended in 1990.

Source: Alaska Fisheries Economic Database (ISEK)



Figure 2 Seafood Harvests of Selected Major
Fishing Nations and Alaska, 1980-1989

Source: World Fisheries and Agricultural Organization, yearbooks: National Marine Fisheries Service, Fisheries of llic United
Stales, 1985-1959.

Wiial we refer to broadly as the Alaska seafood “industry” is in fact a diverse collection of individuals and
businesses that handle seafood products. Itincludes the fishermen who harvest the catch; processors and shippers
who deliver a variety of processed products to the next market level; other shippers, producers, or exporters who
resell the products; and ultimately, seafood markets, grocery stores, and restaurants that bring a myriad of seafood
products to the consumer.

This ,oublication examines the industry’s performance over the past decade. It both updates and summarizes
“The Alaska Seafood Industryt Seafood Sector Report,” published in May 1991 by the Alaska industrial
Development and Export Authorit?/ (AIDEA) and the Alaska Department of Commerce and Economic
Development (DCED). Both the full report and this summary are hased largely on data from ISER’s Alaska
Fisheries Economic Database (AKFED).

Table 1 Importance of Seafood Industry* to Alaska Personal Income, 1984

Seafood Income Anchorage/ Southwest ~ Gulf  Interior ~ Northern  Southeast Alaska
Mat-SU Coast

As Percentage of Regional

and Statewide Personal Income 2 47 19 - 2 10 7

As Percentage of

Private BasiC Income 9 B v} 1 5 40 27

*Includes harvesting and processing income. Regions are Alaska Department of Labor regions.
Source: Berman and Hall, 19H7



Figure 3 Major Alaska Fisheries Locations

Performance of the Seafood Inaustry, 1980-1990

Figures 4 through 7show how harvests, ex-vessel values, production, and wholesale values of Alaska seafood
changed during the 1980s. Harvests are simplfy the total weight of seafood fishermen haul in. Ex-vessel value is
(lie total money processors and others pay fishermen for unprocessed seafood. Production is the weight of
processed seafood nd wholesale value is money paid to seafood processors.

Hai'vests and Ex-Vessel Value

Commercial fishermen use a variety of vessels and geartgpcs to harvest Alaska seafood, and arc regulated
by several agencies under different management systems. The Alaska Departmentof Fish and Game manages
the salmon, crab, and herring fisheries. The International Pacific Halibut Commission (ajoint treaty organization
of the U.S. and Canada) manages halibut, and the North Pacific Fishery Management Council manages
groundfish off Alaska.

Five thes ofsalmon (chinook, coho, sockeye, pink, and chum) arc harvested commercially in Alaska waters.
Tanner, king, and dungeness crab make up most of the shellfish harvest, but shrimp and other shellfish also
contribute. Herring are harvested for roe (eggs), food, and bail. Pacific halibut from Alaska waters make up most
of die world’s halibut supply.

Many kinds of groundfish are harvested in the waters o f Alaska, but the most common species groups arc
Alaska pollock, Pacific cod, flatfish, rockfish, and sableiish. At the beginning of the decade foreign trawlers took
98 percent of the groundfish catch in Alaska’s offshore fisheries. But because of the preference to domestic
processors written into the federal Magnuson Fishery Conservation and Management Act of 1976, the foreign
fishery was phased out. At first domestic vessels began replacing foreign trawlers and delivering to foreign
Processors (]hoint ventures”). Finally domestic processing capacity increased to the point where U.S. processors
were able to handle the entire catch, Foreign harvests off Alaska ended in 1987 andjoint ventures in 1990.



Changes in the offshore fisheries and in other fisheries meant big changes in harvest and ex-vessel values
in the 1980s:

» Domestic harvests soared 500percent between 1980and 1990 increasing from 105 billion pounds to
54 billion pounds. The 1990 harvest was made u?of4.3b|II|on pounds of groundfish, 692 million pounds
(%fs iImon,)267 million pounds of shellfish, 91 million pounds of herring, and 53 million pounds of halibut.

Figure 4.

« Tremendous growth in the domestic %roundflsh catch accounted for most of the increase in Alaska
seafood harvests. Domestic groundfish harvests increased from 69 million pounds to 4.3 billion pounds as
American fishermen and processors took over the offshore fisheries. (Figure 1.)

« Harvests ofotherseafood were more volatile butalso trended up. The combined catch of non-ground fish
species was about 13 percent larger in 1990 than in 1980. (Figures 4 and 6.)

« Salmon harvests generally increased, with record landings of nearly 700 million pounds in 1989

« The shellfish catch peaked in 1980 at 367 million pounds, crashed to 92 million pounds in 1984 (most ly
because ofa sharp drop in harvests of king crab and shrimp), and steadily recovered to 267 million pounds
in 1990, largely because of growth in Tanner crab harvests.

« Herring catches moved up and down with no apparent trend over the decade and stood at about 92 million
pounds in 1990,

« Halibut harvests increased through 1988, ﬁeaking at 61 million pounds. Since then halibut harvests have
declined due to lower catch quotas establisned by the International Pacific Halibut Commission.

» Groundfish made up nearly 80percent ofthe weight of seafood harvested in Alaska in the second half
of the 19805, with salmon making up about 15 percent, shellfish 4 percent, herring 2 percent and halibut
| percent. (Figure 7.)

 Americanfishermen werepaid 230percent morefor their catches in 1990than in 1981— $1.5 billion as
compared with $665 million. Ex-vessel values in 1990 were higher than in 1980 for all species groups.
Values for shellfish, halibut, and groundfish reached record highs in 1990while salmon and herring values
peaked in 1988. (Figure 4.)

« Salmonfishermen saw ex-vessel values rise 175percent between 1980and 1988, then fall 32 percent
between 1988and 1989as salmon prices plummeted. Prices continued todrop through 199I(Knapp, 1992).
The ex-vessel value recovered somewhat in 1990— not because prices went up, but because harvests of
sockeye salmon increased. (Figure 4.

e Upsand downs marked shellfish, herring, and halibut ex-vessel values. (Figures 4and 6.) Halibut values
went from about $13million in 1980to nearly $96 million in 1990, Herrin? values rangeu from $5million
in 1980to $61 million in 1988 with large variations from year to year. Shellfish values fell to alow of $103
million when stocks crashed in 1984, but by 1990 had rebounded to a peak of $365 million.

e Salmon broughtfishermen more money than any other seafood sector in the 1980s. But as the size of the
groundfish harvest?rew ever Iar?er and salmon prices dropped in the late 1980, the cx-vcsscl value of
groundfish moved closer to that otsalmon. (Figure 4) On average during the last half of the decade salmon
made up 45 percent of value paid domestic fishermen, followed by groundfish at 27 percent, shellfish at
19 percent, halibut at 6 percent, and herring at 3percent. (Figure 7.)



Figure 4. Alaska Domestic Seafood Harvests and Ex-Vessel Value, 1980-1990
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Production and Wholesale Value

Alaska’s seafood harvesis are processed into a myriad of wholesale products in a variety of ways— front
simple operations such as bleeding the fish to high-technology Oﬁerations that create products like surimi, a
paste made from whitcfish flesh. Multiple products, such as pollock fillets and fish meal, may also be produced
from a single fish.

The percentage of total weight remaining after processing is known as the yield. Yields vary in different
processing operations. For example, a heading and gutting operation may have a 75 to 80 percent yield, while
surimi operations t){]pically have yields in the 15percent range.

In the groundfish and crab fisheries some processing is done offshore on vessels which also harvest
(catcher/processors) or which take delivery from catcher vessels (mothership/processors). Otherwise,
processing occurs at shoreside plants in Alaska, and to a certain extent, in the Pacific Northwest,

How the groundfish catch is split between offshore processors (which employ mostly non-residents) and
onshore plants in Alaska (which create more local jobs) has become controversial in Alaska in recent years.
The North Pacific Fishery Management Council in 1992 for the first time specifically allocated portions of
future groundfish catches to onshore and offshore processors.

This summary and the full technical report represent the most comprehensive accounting to date of the
Alaska seafood industry’s wholesale sector. They use previously un‘oublished production data provided by
the Alaska Commercial Fisheries Entry Commission and the National Marine Fisheries Service, Some of the
reported production may have occurred at sea or at shoreside processing plants outside Alaska. However, the
harvests came from Alaska waters.

Production and wholesale value of Alaska seafood changed dramatically in the 1980s:

« Domestic production skyrocketed, growing from about 569 million pounds in 1980 to nearly 2 billion
pounds in 1990. (Figure 5)) That 1990 production was made up of 12 billion pounds of groundfish. 426
million pounds of salmon, 144 million pounds of shellfish, 75 million pounds of herring, and 41 million
pounds of halibut.

Groundfish led growth in production, increasing from about 22 million pounds in 1984 to 1.2 billion
pounds in 1990— a nearly six-fold increase in six years.

« Productionfrom otherkinds ofseafood was more volatile. ﬁFigures 5and 6.) Salmon production peaked
in 1985 at 472 million pounds, shellfish in 1980 at 172 million pounds, herring in 1985 at 106 million
pounds, and halibut in 1987 at 52 million pounds.

« Salmon contributed the most to seafood production in the last half of the 1980, even though groundfis..
harvests were much larger. That’s because a large portion of the salmon catch is exported with just ininc.i
processing, while much of the groundfish catch 15 used to produce relatively lower yield Products (surimi,
for instance). Between 1984 and 1990 salmon accounted for 42 percent of total seafood production,
groundfish 37 percent, shellfish 10 percent, herring 7 percent and halibut 4 percent. (Figure 7.

* By 199Q%roundf|sh overtook salmon as the largest contributor to production. (Figure 5.) By that time
groundfish harvests had grown so large that even with much lower processing yields, the resulting
production outweighed salmon production. In 1990 groundfish accounted for 64 percent of total produc-
tion, salmon 22 percent, shellfish 8 percent herring 4 percent, and halibut 2 percent.

« The wholesale value ofAlaskaproduction doubled over the decade, growing from just over $1billion in
1980to more dian $2.5 billion in 1990. (Figure 5.) Leading that wholesale value in 1990 were groundfish
products worth more than $L billion, followed by salmon products at $893 million, shellfish products at
$468 million, herring products at $65 million, and halibut products at $61 million.

« Wholesale value grew even more dramatically in the last halfofthe decade. Because data on the value
of groundfish production aren’t available for the early 1980s, and shellfish production and value were
falling at the same time, the reported total wholesale value of Alaska products bottomed out at about $745
million in 1984. This means that in the six years from 1984 to 1990, the total wholesale value from
production of Alaska seafood increased nearly 350 percent.



Figure 5. Alaska Domestic Seafood Production and Wholesale Value, 1980-1990
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Figure 6. Range of Performance by Species Groups, 1980-1990
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Figure 7. Relative Contributions of Species Groups to Alaska Seafood Industry
(1984-1990 Average)
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Alaska’s Role In U.S. and World Seafood Markets

Alaska’s seafood harvests are farand away the largest and most valuable o fany stale, and they arealsosignificant
worldwide. Here are some comparisons for recent years.

« Alaska contributed about SO percent of total U.S. harvests and 40 percent of total ex-vessel value
throughout the 1980s.

« The 1990Alaska liaivest was an all-time recordfor any state. The 54 billions pounds of seafood harvested
off Alaska was more than five times the 1990 harvest otf Louisiana, which had the ,>econd largest harvest.

* The 1990 ex-vessel value of Alaska seafood wasfive times greater than the ex-vessel value of harvests off
Massachusetts, the state ranked second in 1990 ex-vessel value.

« Alaska’s Dutch Harbor wasfirst in US. landings in 1990, and Kodiak was third. Several other Alaska
communities also ranked in the top 20 for landings in 1990— Naknek (13), Cordova (14), Petersburg (16),
Ketchikan (17), Egegik (19), and Seward (20).

e Dutch Harbor was secondin U.S. ex-vessel value in 1990, after New Bedford, Massachusetts— home port
to many of the George’s Bank scallopers. Kodiak ranked third in ex-vessel value. Naknek fourth, Egegik
sixth, and Kenai eighth.

» Alaska pollock alone accountedfor 33percent of the total domestic catch in 1990. Sockeye salmon and
Alaska pollock were the second and third most valuable species harvested in the U.S in 1990, just behind
shrimp from the Gulf of Mexico,

« Alaska waters provide most ofthe world’s harvests of sockeye salmon, Tanner crab, Pacific halibut, and
sablefish. In 1987, the most recent year for which international harvest data are available, Alaska accounted
for 80 percent of the world sockeye harvest, 84 percent of Tanner crab, 87 percent of Pacific halibut, and
67 percent of sablefish. Alaska harvests made up smaller but still substantial shares of the world harvests
of Pacific cod (43 percent), pink salmon (34 percent), coho salmon (33 percent), dungeness crab (28
percent), and king crab (26 percent).

Exports of Alaska Seafood

Some of Alaska’s seafood is exported directly from Alaska to other countries, some is exported indirectly
(shipped first from Alaska to other stales and then exported), and some is eaten in Alaska arid other states.

For this study we estimated indirect exports.1As far as we know, no other recent studies have estimated
indirect exports of Alaska fisheries production. What did Alaska exports look like in the 1980s?

« Direct exports of Alaska seafood grew five-fold in volume and four-fold in value over the 1980s. (Figure 8)
In 1980direct exports totalledjustunder2 million pounds worth about S330 million. By 1990directexports
from Alaska exceeded Z1bhillion pounds worth more than $1.4 billion.

» Salmon dominated the export statistics both in weight and value for most of the decade, peaking atab ut
180 million pounds valued at $423 million in 1989. Herring have traditionally been the second most
important Alaska seafood export, but as of 1989 groundfish exports exceeded barring exports both by
weight and value.

« Salmon remained the most valuable export in 1990, followed by shellfish. But groundfish led in weight
exported. That year about 176 million pounds of salmon products valued at $412 million were exported
directly from Alaska, and 86 million pounds of shellfish valued at $280 million. By comparison, about 255
million pounds of groundfish valued at $210 million dollars were exported.2

« Japan wasstill the largest market for Alaska seafood experts at the end of the decade, but other countries
wereincreasing their share. Tables 2and 3show that from 1988 through 1990, Japan bought more. Jmore
Alaska seafood but its overall share dropped from 95 to 87 percent. During the same period Korea and
several European countries sharply increased their purchases of Alaska seafoods.



Figure 8 Direct Alaska Seafood Exports, 1981-1990
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Table 2 Direct Seafood Exports from Alaska

By Country of Destinatlon, 1983-1990
(In Thousands of Pounds and Dollars)

EN"SBHBSZSHHasea
1988

Pounds Value
Japan 473,873 $865,372
Korea 18,464 $24,014
Germany 148 $231
Norway - -
Portugal 6,822 $8,929
Canada 5,47: $6,273
United Kingdom - -
Taiwan 2,065 $2,838
Spain -
France - $423
Thailand 1,169 $1,542
All Other Countries 69 $157
Total 508,265 $909,799

Pounds Value Pounds
591,910 $975,742 870,186
40,473 $44,893 103,618
249 $274 51,922
2,525 $1,386 40,373
12,522 $13,224 16,288
20,368 $18,816 4,568
- - 2,063

1,928 $1,193 1,835

_ _ 967

6 $71 943

B B 453

125 $154 551
670,105 $1,055,752 1,093,769

Source: Notional Marine Fisheries Service, Fisheries of the United States.

Most Alaska herring was exported directly
from Alaska in the 1980s. (Table 4.)

Roughly a third ofprocessed salmon was
exported directly and another third indi-
rectly over the decade.

o Almostnoprocessed halibutand little king

crah was exported directly front Alaska in
the 19805, but about one-quarter of halibut
and one-sixth of king crab were exported
indirectly.

« About 18percent ofprocessed%roundfish

was exported directly and another 55 per-
cent exported indirectly from Alaska in the
last half of the 1980s,

Total direct and indirect exports in the
1980s included about 60 percent of salmon
products, 80 percent of herring, 25 percent
of king crab and halibut, and 73 percent
of groundfish.

Marketsfor Alaska seafood include Asia,
Europe, and Australia. Japan buys most
exports of fresh and frozen salmon, her-
ring, and crab. The United Kingdom,
Canada, and Australia Provide the biggest
markets for canned salmon. Historically,
most groundfish from Alaska waters and
other areas of the North Pacific was pro-
cessed as surimi and exported to Japan.
But recently U.S. and EuroEean markets
for Alaska groundfish blocks and fillets
have developed.

MB—

Value
$1,227,253
$80,906
$44,764
$28,907
$18,629
$7,461
$1,709
$1,146
$854

$940

$672

$779
$1,414,020

Table 3 Top Importers of Alaska Seafood
(In Percentage of Direct Export Value)

Japan 95% 92% %
Korea i (i
Portugal

Germany - 3
Norway - - 2
Canada 4. 2 4.

Source: See Table 2.

Table 4. Estimated Alaska Seafood

Exports in the 19805*

(In Percentage of Alaska Production)

Direct  Indirect

Salmon 31%
King Crab 14%
Herring 7%
Halibut 0%
Groundfish 18%

30%
14%

2%
25%
55%

Total
Exports

61%
28%
79%
25%
73%

*Salmon and herring,h.'980—88 average: king crab and halibut, 195-J-
IS

87 average; groundrish, 198-1-90average.

Source: ISFit calculations, hased onfisheries statistics sources.



Public Revenues and Expenditures

Alaska’s fish are public resources. Fish within 3miles offshore are managed by the State of Alaska. Fish within
the federal Exclusive Economic Zone, from 3to 200miles offshore, are managed by the federal government under
the Magnuson Fishery Conservation and Management Act.

In return for their use of the resource, fishermen and processors pay various taxes and fees at the local, slate,
ang fe(%eral levels. They also benefit from government expenditures for services such as research, management,
and enforcement.

Taxes and Fees

. Thefishing industry paid about $52 million in mag'or taxes and fees in fiscal year 1989, the most recent year
for which figures are available. In 1980taxes and fees totalled about $215 million.

» The biggestsource of revenue is the Fisheries Business Tax (also called the raw fish tax), which brought the
state government $27 million in fiscal 1989.3The stale refunds 50 percent of that tax to the communities anil
boroughs where itis collected. Other state taxes include the Salmon Enhancement Tax, used to help pay costs
of hatchery operations; and the Seafood Marketing Assessment, which funds the Alaska Seafood Marketing
Institute. The state government also collected about $6.1 million from licenses and permits in fiscal 1989.

o Thefederal Marine Fuel Tax netted the government $7.2 million in 1989. but that figure includes not only
taxes paid by commercial fishin? vessels but also marine transportation and recreational vessels. The
fishing industry also paid $6.8 million in fiscal 1991 for the observers the federal government requires on
vessels in the groundfish fisheries.

o Cities received $3.1 million and boroughs $7.6 million in shared state fisheries business taxes in fiscal 1989,
Shared revenues to cities were up from $4.7 million in fiscal 1987. and to boroughs up from $3.9 million.

Expenditures

« Thefederal government spent $4.2 million in managing fisheries in the Alaska region in fiscal 1989,

o TheAlaska Department ofFish and Game spentabout $49.5million managing the commerecial fisheries
in fiscal 1989, ﬁWe reached that estimate by applying the same percentage of commercial management
expenses to total ADFG expenses calculated by Kruse 11983] for fiscal 1987.)

r Togetherthefederaland state governments spentabout $54 million managing Alaska’s fisheries in fiscal
1989and collected about $42 million, if we net out revenues that went to salmon aquaculture associations.
To give us some perspective on those revenues and expenditures, the total ex-vessel value of the fisheries
off Alaska for 1989 was $1.3 billion and the wholesale value of seafood products was $2.7 billion.

Table 5. Fisheries Taxes and Fees, FY85-FY89
(In Thousands of Dollars)

1985 1986 1987 1988 1989

Marine Fuel Tax $,298 $%,20 $%,373 6,24 $7,208
Licenses and Permits 4847 5073 4939 581 5162
Seafood Marketing Tax 4 112 1460 2610 339
Salmon Enhancement Tax 2,65 4,263 4404 5,769 954
Fisheries Business Tax 18,663 21,106 26006 2523 26,60

TOTAL MAJORSOURCES ~ $31307  $3683 1 #4207 %193

Notes: Marinefuel tax includes taxespaid by vessels other than commercialfishing vessels, siu has marine transportation andspoil
J'ishinf; vessels.

Sources: Original datafrom Kruse. 1987. Updated using data provided by Hob Elliot, Alaska Department ofRevenue, May /990.



The Seafood Industry in Alaska’s Economy

The seafood industry has historically been an important part of Alaska’s economy. Inseveral regions of the state
it provides most of the private economic base. Itgeneratesjohs and income inanumbcrofways— through fishing
itself; through seafood processing; through otner sectors that supply goods and services to fishermen an
processors; and through fishermen, processors, and others spending their money in the local economa/. Adding all
those sources ofjobs and income together shows the overall economic contributions of the seafood industry.

Table 6gives us an idea of participation in commercial fishing itself in the 1980s, by showing the number of
fishing permits and crew licenses purchased annually. gBear in mind thatasingle person may hold several fisheries
permits.) The number of permits sold fluctuated around 18 (XX), and the number of crew licenses sold varied from
24,0000 35,000. Alaska residents bought most of those permits and licenses, but non-residents bough! about 20
percent of permits and 35 percentofcrew licenses. The largest numbers of fishermen were in the salmon fisheries
and in the Southeast, Southcentral, and Bristol Bay regions.

Fisheries jobs are mainly seasonal, and economists commonly assess the economic effects of fishingLobs by
calculating how the large number of seasonal jobs would translate into the equivalent o fyear-roundjobs. The most
recent available estimates ofaverage annual employment in fishing were done by McDowell (1989§ for 1986, and
areshown in Figure 9. McDowell’sestimates aregenerally hi%herthan those from previous studies, in partbecause
they include not only time fishermen actually spent fishing but also time they spent before and after the fishing
season in preparation, maintenance, and other work related to fishing. The figure shows there were the equivalent
ofabout 10,600 year-round jobs in fishing in 1986, and that most of them were in the salmon fisheries.

Jobs and wages in seafood processing are also important parts of seafood’s overall contribution to Alaska’s
economy. Table 7shows how average annual employment and annual wages in processing looked in the 1980,
Average annual employment (excluding the groundfish fisheries) varied from about 5,600 to 8,400, and annual
wages from $104 million to $163 million. Data on employment and wages in the rapidly expanding offshore

Table 6. Estimated Harvesting Participation

PermitHolders and Crew Members

(Range, 1980-1989)
Numbers Percentage Alaska Resident
Permits Purchased 17,340-19598 18%-82%
Crew Licenses Purchased 24,228-35, 207 63%-6/%
TOTAL 43826-53508 6%%-72%
Numbers ok Permits and Crew Licenses By Region and By Fishery, 1986
_ . Percentage
Salmon  Shellfish ~ Herring ~ Halibut  Participation
by Regionl
Southeast 6,069 617 &bl 2601 22%
Southeentral 4730 40 1261 3366 il
Kodiak 1564 6 32 3468 2
Aleutians 1,916 2411 28 76 12
Bristol Bay 7198 : 2,200 : 2
Northwest 3777 : 2082 : B
TOTAL PARTICIPATION 25,249 3™ 6,844 10200
Percentage Participation 55% 8 5 2
by Fishery

t Totals and percentage participation apply to total permits and licenses, not numbers offtslicr ten. since one person may hold
multiple permits.

Sources; Kruse, 198ft; Hlgalli and Raincry, 1987; McDowell, 1989.



roundfish fisheries are limited. Available .
gstimates of processing and harvesting work- Table 7. PfOCeSSIng E]%l_%;mem and WageS
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groundrish fisheries at anywnere from 3, Average Annual Employment  5,650-8,388

o 5,400 in the late 1950s. (McDowell 1989, Annua? Wages $104 million-$163 million
Coopers and Lybrand 1990; Northern EC- 1 Soyrce: Alaska Department of Libor

nomics 1990)

If we add together thejobs and income from fishing itself, from processing, and from all the other activities
generated b¥ fishing and processing, we get a total picture ofseafood’s contribution to the Alaska economy. Two
estimates of the seafood industrg’s economic contributions were done in the 1980s. Berman and Hull (1987)
estimated total income generated by the industry in 1984 McDowell ﬂ1989)estimatedjobsand payroll the industry
contributed in 1987. In the 1980s the seafood industry made valuable contributions to Alaska’s economy:

« Totalincomeattributable to the seafood industry in 1984 was $583million. (Figure 10.) Alaskans earned
$431 million, or nearly 75 percent, of that total. The Southwest region accounted for about 42 percent
of all seafood income, followed by the Gulf of Alaska region (25 Eercent), the Southeast (17 percent) and
the Anchorage/Matanuska-Susitna region (13 percent). The Northern and Interior regions accounted for
the remaining 3 percent.

« Roughly 33,000 to 38,000 Alaska jobs were attributable to the seafood industry in 1987 (McDowell
1989). Looked at another way, harvesting and processing jobs accounted for roughly 50 to 60 percent of
_tot?ljotég generated by the seafood industry, while the industry generated the other 40 percent or so ofjobs
In [ess direct ways.

« About 7percentofallpersonal income in Alaska in 1984 was contributed by the seafood industry. (Table 1)

« About 27 percent ofprivate basic income in Alaska in 1984 was generated by the seafood industry. Basic
industries are those that drive the economy by producing goods or services for export. Alaska’s private basic
industries include the seafood, petroleum, mining, forest products, and tourism industries. The federal
government is also considered a basic industiy, but it is not a private basic industry.

« The economies ofseveral regions depend heavily on the seafood industry. In 1984 the southwest region's
seafood industry generated 47 percent of total personal income and 98 percent of private basic income.
The industry provided 19percent of total income and 44Bercentof private basic income in the Gulfof Alaska
region, and 10percent of total and 40 percent of private basic income in the southeast region.

mi ' jlufmw The seafood industry had

. . . (ersandabiggerpayrol
Figure 9. Estimated Annual Avprage Haryeging Jobs *  than any oiher private bast.

By Specles Group and Région, 1986 dustry in 1987, Including both the
fishing and processing sectors, it

6,8% accounted for 23 percent of total
2000 (k 1 Northern basic industry employment and 24
' percent of basic industry payroll,
6000 FI' Southwest (Figure ]_’L)Olnly éhe fe eraIgO\ll-
N ernment employed more people
5000 HL Gulfor Alaska and had a Bigger payrolﬁ and
4000 H  Southeast am ong private basic industries only
3000 oil and gas came close to matchln?
' 1.8/ seafood’s payroll. Uowever.theoi
2.000 1,012 and gas industry didn’t employ
1000 nearly as many people.

 Most private_employment in
Kodiak, the Aleutians, and Bristol

e el - - ) .

Salmon  Herring- * Halibut * Shellfish *Groundfish Bay in 1967 was in the seafood
*tiased on lime spent infishing-relatedactivities before and after thefishing season industry, and that industry was the
as well as actualfishing time. largest private employer in the
Source: McDowell et al, 19X9. southeast and northwest.



Figure 10. Total Income in the Alaska Seafood Industry By Region, 1984

|nC0me (In Millions of Dollars)
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Source: Berman and Hull, 1987.

The Alaska Seafood Industry in the 1990

Profound and lasting changes in the harvesting, processing, and marketing sectors will likely transform the
Alaska seafood industry in the 199G,

Already at the end of the 1980s growing supplies of fanned salmon and other factors depressed prices for
Alaska’s wild salmon. Although 1992 prices may rebound slightly (Knapp 1992), long-term prospects are for
increased substitution of foreign produced fanned salmon lor wild salmon in Alaska’s export markets. Fishermen
will therefore be squeezed between higher costs and weakening prices.

Thegroundfish fishery isalso undergoing significant restructuring. First, the North Pacific Fishery Management
Council recently approved, for the first time, a formal allocation of groundfish harvests between inshore and
offshore processors. Inthe short run, this proposed allocation implies displacement of the large offshore licet and
expansion of shoreside processing capacity. In the longer run, overcapitalization of both types of processing and
local preemption issues will force further division of the catch quotas by season and area.

Second, the council has approved a share quota limited access system for sablefish and halibut, and is
considering a moratorium on further entry into the groundfish and crab fisheries and limited access systems for
these fisheries. Privatizing the fisheries will result in a fleet structure considerably different from the current
structure, and limited access systems will change the liming and type of Froduction.

Included under both inshore versus offshore allocation and individual quota systems are programs that will
allocate ashare of the groundfish resource to Alaska coastal communities. Since these quotas may be fished, leased,
or sold, substantial changes in who benefits from groundfish harvesting and processing can be expected.

In sum, Alaska seems likely to retain a prominent role in U.S. and world fisheries, but the complexion of the
industry will be very different in the year 2000 from what it is today.



Figure 11 The Role of the Seafood Sector in Alaska’s Basic Industries, 1987
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Total Payroll

"Includes industries thatproduce goods or servicesfor export. Excludes state and local government, and portions ofsupport, service,
and infrastructure industries.

Source: McDowell ctal,, 1989.



Endnotes

1 Information on direct exports is available from the U.S. Department of Commerce, Bureau of the Census.
We estimate indirect exports by assuming that for each species the share of the total Alaska exports
(direct and indirect) in Alaska production is the same as the share of total U.S. exports in total U.S.
production. We then estimate indirect exports as the difference between total Alaska exports and direct
exports. Domestic consumption is estimated as the difference between total Alaska production
and estimated total exports.

2. The precise distribution of 1990 exports is uncertain, because the data sources allocate 45{Jercent of
exBorts to the category of “other fish.” If the “other fish” category were more accurately allocated,
substantial shares would shift to other specific categories.

3. Liability under the Fisheries Business Tax can be reduced by the Fisheries Business Education Credit
which allows a fisheries business to credit up to 50 percent of cash contributions for direct instruction,
research, and educational support |pur‘aoses made to two- or four-year colleges and universities in Alaska.
Until the end of 1991 liability could also be reduced through the Fisheries Business Tax Credit which
allowed processors a credit of up to 50 percent of their annual Fisheries Business Tax liability for approved
capital expenditures that (1) increased product diversity, ﬁroduction efficiency or capacity, or product
quality at a shore-based fisheries business facility in Alaska; or (2) contributed to the development of a
cooperative seafood industrial park in Alaska.
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Crowlﬁ eﬁlon 0 vaﬁtt eelrru ed ano,% agtiuﬁa cest a?fl 3
ear B I[fings, Mont na ine mon[ after | ha een hera
te{ reincarnate, .the Indian edemonstraf(ed to rtne thelr Igrau
tu deral Indian

or the direction we Wer glnnlng {0 take on

policy.



After W Igomrng me {0 ttf]e reservatrorr] t)he Crow Ie rs to l|<me to
asecu e spot |soaed rom human habitation. ets,
er on t Inr ver nce an solrtu [ow

Yv%lga oge ers Were [eci gﬁle offer 0f peace, frrs 0]
BrPe bove the Ferrst ersony éF?rb hﬁaﬁfp i B h

nto, M

bt Gl e
Wd & uth wereetern ummer v nﬁeh

S; the
ﬁ 1S. scarIFtro es around Im an anytot ort Where
eternal winter lives.

arey Old Co ote oke "This ground is sacred ground. It s her
t?tany retn éurb ssin sto nat%re \R/edrg not a(‘hempt to contro?
|t rve armﬂ v@rt oyr surroyndi gm

Was adopted Into the“tribe and given the name of Pipe Carrier.

Above aII and Icon}cluded m remarks to the | nldranF vyrth thes
words, " rovide the vi |o ourf] people raceso
America so that they can loo on/\rar tire rth eageJ ig
ancy and can emri strate a promise for the rest of the world o
men are meant to live.

we are dealing with in the world, as | see it, is_the environ-
ment oF the mind, tredﬂt ne environment of the souII 'I[pt rohlem
IS not éust mone% It'1S no J uatron It 1S not t]secu t}/ It 1s
ot even the problem of a trst gombrnatron these problems
that causes a man to become depresse

ortﬂtthghwn?;fé G Amencans Jt‘tt?e o et 1o ESahFa
oVin peo easwrlres seed mas rapl

electrifi dovr IStances. h echn o

ut it has eena t

){‘e as neen there or at east20years
tota y rgnored y this country.
he various modes of tr sport 1
eq 1S ncfe Iev edr naha
d at the federal eveI uch mergers

n. 1856 . We ou htt e§
not on y be permitte ut encouraged.

neces au truc
rents stem
p. 188 ad in. mind th coordination of all ove Tnd transport rnsrdg
corr ors” tha cqu maemana eable the delive 8/ gsoodsa
eto elr estrnatron twould'also rovrdeaPra tical Iyshem or
ron mercan oseea[td en”thescenrc andeur of this vast
area te nest Ind of development and conservation.

. Washington showed its usual lack of interest in Alaska, and qil
companres vgho cou?dv ﬁave use the railroad to carry their produce In



D, 2134

and out showed om erest a\t |. Had the railroad been eétended a
enorm%us area 0 oP rt ern Alaska woul fa wrse

ve been o ene
Oenlﬁn ?ﬁtt@e ar es}nuseta out tjnnyburl een) '5% leas a pl eme
P rudhoe Bay tgl\/ﬁgez would have ee% avoid pp
staff to work devel o ing similar types ofc nveyances to
o er fgreat g(ar)k cha vgstonej }@p ted el 0W one
tour eh Itse ed {0 me tvVISItors 0
obe eto eav m reeytetmy Inor‘a t to which t
e no ﬁs rrct move out Info°the wild erness {0 enjo
e refres '”ﬁ ar ctero natuemrsrws
IS W nIs P Sln%SﬁW en Pres| ent |xon fired me as Se
ret o t elnterror fill |eve that pu

r% NCes ¢ nbeb l
Mm parks suc asYe owstone. Peo ef@ 0 are |m|te
t en get n an out o remote areas of beauty in asmg

Theur an problehm has as its central core(tg e fact that people need
to live with reasonahle access. fo thelr work but strII cra e open
%aces of countr nn% he inner= crg e{orob em 1S create when. w
rcealman {0 come Intq @ metropolitart drea for his economrcsurvrva
-and live there unhappily.

... The same Amen&an techngl ?g¥ H e It possible t Iand

ontE oon?an ake It poss| oaeot en to an romterr

WOrK e hcren W}/ e answer to part of our.urban crr; f’ Ies in a transit

Xster}r [l move the worker from his home, Tifty or even sev-
ive miles away, ....

To turn your mind.off from your heart when yoy. make a decisjon
affecting human lives is to rsoaeyourseWr P/ealfrty and morafrty

A stron% Cabinet syste ?]essentral for merr an v9overnment
Be ausa g 8 ave more faith, In decisions t I\/ Imow’ have heen
ate thoroughly thrashed out at that leve

It i notmynaturelt it old qu jons to n Wproblems S0 nf] the

Cabinet | was’ always maqd oth ¥vons
os SOME, N v rsar i of myself as one

a ttles an

resr tstru st an mot fnen e ? rsar near
srsa rrend ecause wit Use he usua )ﬁ reat

ove dnn e structure than anyoneese e cares enougn to communi-
cate, a e Wwants to reserve the house that others merely want to

Use as ong as It stan

ﬁwere about to \erogose an ongoing program t éwould eldmr
nate the guesswork. When a city —any” city ™~ needed a secondary



. st everyone can remember precisel
Was Wrt(h SYrvhat(he az\rdro,n&)on %rta/rn Ha tes.

sewa% frea ant, it ould]automatrca oahead nd esign
|,kn ? thatw ecommu ent tos |ts ons
edera overnmen eres onsr [ Ca |ta reP r]t
ndtsre mets edoe[] errdotwtéreswou
uar ntee g ton the ace o o]a takpayers
ers urrn t

a was |nter tto
o trm e, amr |on etre ent antw
é erat ve nt on ear for wetﬂ ear
?a this t ut n Inancing. ere Was vrrtua

tg proposr on frne reven es arrn

nin ucp %trons rt rrvers rn]m % rd escaatrn con
?t)rrulctro 0sts an haveteuse of the Tacl rt While we were paying
| was.aware of theses rr trme rumblrn3 in Was |naqt%,1 Iwa

nscrous at someo t cop ed hJ emo
re nam. That sorry conflict had laste eco merican
rves asa roac ng that 0 |s rsnot aceto
err {S an onsof retnmar ment. rﬁw
ave een t]mewhenw coul vea opted eHatr eore e
%esthon that we announce WF on" an g ome.
ar went on, ﬁnd half a m Iron Amerrcanc mbat troopi
were ommrtte 0 a conflict th thad eelem nts o ureI}/ncr\f]r
Wfa It sica destructron asma ountry the a med
thew [s] reatest ecame re nant 1o more a
ricans. as pa rcu ar tnre m rrcn out as the

Htocratrc artg conventl nrn [f uent events
urr Lgt inresrdentr IcamPa ema ec
houghnt this was as clear to Presl ent IXon as It was to me.

. eahy had np warries. about Vietnam nthI fternoon.of April
:h)e Ixon mrnrjtr%tron a taEen oJFcepe ed to wind dgwn

retnam War res| s toing an excellent
lOb "h admrte % trcu ﬁrtuatron to?ul¥vﬂthr Pegge genu-

nely thought we had turned tne comer in Vietnam.
ere he was, whom he

. Alm ne

Such a date for me, was

. Wedra ot Qave Iond to wa }\ The President walked in. Then he
me

annoyince eCISIon fican troops In outh Vietnam fo

Invade C amhodra
Ilrate(r)teol \rl\rlrlth horr%l a0 krs]gtsnmSIRlo l\%rSt rgach Over and over
| thoug Yweit%dn turne thgt Don tsay it. SFt?ease won t say |t1

He said it. When | walked out of that room, | was screaming inside.

0 USE



.20 In Dec rst Earth Day was oraanized for the
P followl £ Ioa HJdQ \li:tﬂtftakeryat ﬂe WO se an(? o
este tat ath D a]r{ ecIa danatro[r g a(}/bY the Presiden
ouoht It mi ealg ddea S0 | sai es 1t merit ertlﬂ%

etter to the Pres not have a comment one way or t
ot er, so on Decem er 161 wrote

Dear Mr. President;
To demons te Qur commitment to the fi ht to pr serve a]nd

tect%ur senvrronment an oa now
t |% son recom a yo Bi'
he nv %ach arona
aa/ |s eed otﬁea ayrn eseneo reeas(negrn
E ees, closin ans elc., t]ratheronetfatdear
trates your understanding of the problems o 0the en ro ment
g o ra épeat]ron r'the co |tmentan concer own
e. In addition, an execufive orqermr Irect
a] ertr ent overnmenta endes o ald the each-In, some-
uno%gr]rosw ces are already doing as part of their information

This actroB Woluld be benefidal not o]n ?/ to our f% t for envr
ronment, ut also to our continued eftorts to involve people in
national concerns.

Respectfully yours,

¥ValterJ Hickel
ecretaryo nterior

n. 233 My. |ntI esb in drreg:t outh involvement has P en acontrnulng
attern in oth In business anﬁ overnment ve always be-
eved thatr antto scoverte rut usho ask the youn
or he ver ever are corn ninhipited in Sa |n

he thrnk aetj7 eca e th

Deo
on er avgxt%c orr out cargq oa\t/hee tOthmngt)?t worl er}/mes
0 the veryyoun tewrs omo ewor comes from the very
" g R e
f the pace |t| ur mind a to eo toa ternatrv
ou 0 our ta ar Tocked In to t ast uare
RSWEbFSSteV'taA tenew and eorr |na which h

ood of the American experiment, Bot In Juneaua as



n.2471 ...

p. 205

0. 287

i '%J'eéwev@ﬁ glgrleoorlégne%l é%‘”’%ﬁé@é”%ﬂaj

in It]onlhlreﬁl halent Butllmade ure they, wer? c? etent
S creafivi W eor |sawags to hire "up" to Tind those sta

mem ers who in their areas are more able than'l.

Deal* Mr. President:

Ib?heve this Administration flqgs itself, today, embr mg

g osop ?/whlc a}ﬁg arst&lac ;S)ro riate concern ?

ttitude of a great mass of America ur young people

Addressed either politically or philosophically, | believe we are
In er{orﬁwe setdp tconchouslg toasl nate those Wlho coufd%e

our friends
Today, our eo le, or at least a vast segment o tem
belleye they % ortumt foco mumgat WItI]
rnment regar mlnlstr tion, other than thro

i ok
ent confroﬂatlonj? am convmced e -and they - ?
%%}y I we wi thave the WI| Ingness, t0-leam from

ne of reatest hopes, as a.private citizen, ag Goyemor. of
Alas%a anﬁ cre %/ fk ?nterl [ h?ﬁb £n. 10 iert t% rw ited
fates. 1o t R ofentia flts areaﬁ ?Sowet Lon the Scan-
Inavian countries and teCan lans avCF ar Hreater nowledge of
thelr Arctic areas than we do. They could teach us much.

Ie?der%hlp The

8, lIsIng thelr position for person Beri%ftaxo f sagltsIS }
Ing more and out of touc

I1'I a
% the I[[)]eope
e to"respond to the opportunities ot the times we

ave
F £ Iess and {ess ab
ive In,

The frustration felt b ricans -whether airline pilots, plum er
housewngs -ste fyom t% fa?ctthatthe%/fare bUSpCOPI Wi elr

own gro ems. ?[1 only hope overnment 15 con-
cerrE)e 3/ that someon will care’enotgh to see that the country Is run

rld ghanges at the speed. of globa| electronic communication.
g)hls eman saﬂ %reed(ﬁ tlonaq Peao'er ?earcher Who Terrets
out.and exR ores the new and ﬁnev?r ~tried-before. He neve[)gutsa
ceg in P é ecéatlons and he refuses to et his tho\tlj\ﬁ]ht come
Intlexible an Into the J)raf)tro@] searcher.Is am ant to

Improve upon t Ohe solutions ems flndsw Ile searching.



hedul
befor 1SC e%u e was I)?tre}/dbuns}e Jr rV\é]egrnesdagla#%ve%mber 5, the da

nksgivin ing lasfi
cloc tou es lon Wit |th elc
ecora an a roupo Justce Dep ent wy sreg |n ano
ut| n case. At noon | met w mbas ador'Glenn |te
tates resenta eoth ations co omlc nd oc
m| sion. toneo oc Hlton rove metﬁ ur [nb%ssy
ononngt po tolic

855 sets venue [ a reception
egate Ch%IS o0p R almonél P

p. 8L ...Finally I'agreed to be at the White House at four o'clock.

8L L. lwalk |xo was th re with John Ehrlichman. | shook hands
P W|th dﬁ] engresnfent e sat own. q c? rew my ¢ a?r up c?ose to the
President's des

ebsa|d he wanted a ﬂUIet tran?mon Id|d not know what he
meant by that; h w can you quietly fire a man?

B2 i Bt TAnk o Tk S clean and Ny s

p. 24 theesherparl SIdentnltretr ncae}ﬁdsgn et%b uf theh%gtlao ang
tnln?f guptf %hurtlt& nth%hostsl wardm
M oo e )
t (e] Fgre5| ﬁnt and aII?A ericans and still gun? IVE aS an
vidual -1"had to do it my way.

. 28 "There is.only one thing we need -people tocometoAIasaw
P care. I\q ) IS M’ no ‘matter pt

com Heslglr“v(\)/ a(t)fhgsl e[) |sntsat| e i3 com natlon
??1 prearn(er and the (ri%egr tHe contente man an(? ahe aml)ltlous
20, el (%)e tlmlemorote eople's party to emerge every four

P o# ra alternatl ecanglg |O%orPe3| ent, 0 br t Kamm ¥|e ﬁ
atte eaders, 0 tet\ng rpartle now h ve on presi entlfi
candidate seec jon. It cou bre new fe mtot e entir sstem

ect eath |r|dp tywn in the ﬁart system. The Sen-

tea Use Wo (?Stﬂ be organize ustomary “e]r
reS| ent he no partlsan representative of all t

peop bellevetat |nstea of receiving the hate or opposition 0



alternatives, not between. om romrss But this kind of compramise
can be ac§reved£ with usi a]on on uheqast stage o? thepaamrn
IStrative decision ort e legislative pr cess

]oﬁle respect a noncom rorrhsrnﬂ Ieader if he k ee S an open
mind. The dist nctron IS ver re tan ortant one.
tthe hi aq est eve foove resr ents ouI ays reLn Fr
er the airference et een stu or ne f}” stre e’mark of a
man who lagks an open mind 1s the ac of con ence aman
Wrttr]out confi nc does not 6nt criticism. A e{ erho grea
con |dence and who 15 quided by his conscienc nIIy tﬁ It invjqorati

FO hear crit frsm (5 Ii eager to"learn Trom It. 0Se Wro reang
ear themselves get 1solate

The protest that marked the end of the sand the be rnnrn
%the f99 pswouprfi ttave occurred vcrfrth or Wrmt ewar |n e na
ebasrc rotest we have WI nessed was not so mthc a)g Inst an evert
arp ar attitude. It rotestha ainst the exclusion of t
Pate rom detcrsron ma Was\qe

ame reason orourstr
concern for the envirahment, or almost any othe f]area of pub |c
rgerest at we might mention. It just happens’that the war was the
obvious 1sue.
IWJIIalwa s consider.qovernment's major job to be the setting and
admrnr rrrr]%yofrfe P(tjatrgns uttrssoua ?]pme onl tte% the
a Rportunrt t com ent. I the l“hc under-
tndst trt ﬁ I not locked out, then dpeotﬁrl ave. ?qtr)r
ave not chance fo make an Input, they wil

t
tot(z?rﬂ(g‘/efrusutra{tert1 4
%/ %9 Fg %doa job for merica ddo it rr ht, do rtwrt

yso uch

a or a]ps soun corrg)va we a rounde
aarli €00 andcnrcrm ut revemost merrcans
not nly want good governmet they want excrtrng government,

Laughter has its ﬂlace in government, and we provided our share,
sometintes accidenta

The kind of leader who Is a searcher oes not ne Iay
fashione Iparty ojitics, The sear ersr%re Xoun

are r]ot afraid ‘of chan rnﬁ attif Watto trons r
problems regard ess orwhose Idea the sofutions mig t e ey want



p. 310

pposi |on to eco us as |nv%lveda the Admrnrstratronrself
tt ebur en o ont

Wfar&tst alcte/ thV gh EOIIdr?orenaégg?r naflrs r|0 V\tgvrrrtlri%%ve rorea'f}

wrth m, regar trca art
ttr]oen]sﬁ the l]rang of Iv¥”%

: the maéorrt
aevast ting 10 t 0S
Ieaders both Co?overnme nd I the r| ate sector, must be

eCause t -
Who oppose solu

osa nnot ma ecrﬁr artisai or mon-
E eason or orsort term hese ecrsro 1smust be qreat

R e e e i

Ho e Is \what people really count on from the time the are small
?hrldre unt] Mh f ri IOtehes chh IS see[t% aﬁan oroéaorto] to care
or peo helr j% |s U treat unr as huntans, In-
stedo as VOLES, t at efarto merrca Wi C[efs on merica

awa en; S éa her frustration and_ fear, And we wi
dﬁmronstrate to t e wor that It Is possrble to care for all the needs o

the people

The searchers WI| not et los |na ater of histor by tr rnnq
{0 chanﬂ(e ociet wrt out srngt ooso overn ent e
can wo 1 rea s ste ose

8 r Ire reau
rac 8a ema or Lor eg(% ;)u ic If they are
e vrsron at the to esearc the challenaers
ers aI ages -0 en uestion the va ues that have peen
%ur Ines for generations before us h)e want.to make human
ingforce In't err |ves of pu

the qui IC SErvice.

| want A era ehto be the co scrence f the world again. | want
Amerrcans {0 the world |ns own that the humaneing ts the
tant ing in exstenc erhaps we are just the'people
to ort e are a Mongre peop

The belief that we h Ve too chh government h/as been acceoteﬁ
wr questron b I rorrty of Americans 0 a
trca ersuasron ItotaI greebT erem élbe 00 man}/ people
]oveé m nt overnment ﬁ e misdire ut I will' a h
n et overnment I those areas wnere

tthere 1sn Ienou
fe 1S bein czhoL J from lving: tran portatron the cities and the gen-
eraI environment.

— 14



p. 314

0. 316

p. 317

Wt]at we must now r (allée for the first time ||n America is thav\)t IS
really a colle t|v world, but one IP which we live so privately. With-
ut onc rn the other person, for his desires an wants ctmt)es
or stn nvate 1ga’kI ecome destructive not onIP/ to Others t]
ev ntu ones 0 ater how eat h wvas or how SImP
IVI ownes 'HHH itmu éjotn aS a pass g
t 00d Wwou e| oneqwne |taIIan %{t tines
ssm reaI| ne as na £ase on QWNers |g étnn ne's

t WlnlteIS ee[succes or failure of how something Is used depends on

nnot turn off the i gnltlon o[}thenﬁ]ld Our goncern is how

ecan etter t|||ze gle en % ave,. The whale djrection of ufi-

R D e 0 Sl b T M
ortea anc ment 0 Z(I)%HHIOH Americans. W

. We must have government that cares for the total, that sees the
nation as a w o? mgorder t0 solve t ahe pro%lems on tne broatﬁest evgl

. There are very few tirely private decisions anymore. Increa %
everk/) P“ ate declsi n ated to our society mus ﬁlso be co
lic decision, CPotb undertaken without rgg or ||t
e&tupon others, onthnue Pdl rence to the public toddy can only
uurden more severely the public of tomorrov/.

Cfé” nation fost th concept that aII en are created equal and
shou tfes treate e|r over m Ut toooten o ernment
on one eve or another, nor dp%term one s
ment.of |ts ,e toe ancet e no |t|ca adva tageo another there

creating |n |ty of the worst sort.

The qu%stlon S: CaH heart pawer deal Wlﬂa the dirt and qgln]e of

nollutio QWer an of cer sted Interests, the Tawless-
A A W
ctica mpn of commitment |n grnmen

en people care, there Is hope and antici ince the begi

oF man, eery ersnw 0 gver li vedonert s I\ved |sw
oda oygh hardships knowing wha ha es er
ol]g/pr()%l%n]tls 8fattlgc9ay a fetter tomorrow is w tmotlvat |mt solve



p. 320

n. 32-3 ,

. We must not ¢ o the spirit, cool thﬁ antici atr?n of hope, cool tp)
esrre to care, cool the ambition to ma esocr\t‘rl/ e en muyst 3
ree, free towor an { 8e to fry s ethrn the sma

arful vvan control so&re eY str ute at o&rsm an

ratrna uteaﬁtemttoe thedog eg/ P ner
stand - the new, teh %rnal heunr ue ha 06S N Err en a
g e or & nation t out Lt) [g rnrg1 ear rng éead
rship does notsuppress ange but'welcomes gur es |tan irects

This aw kenrn rrn s awarepess that the individual cannot
live without his nei es of copsumption and exfrav ga
must change, an rn |vr an no_longer remain, isolated.
erso al décisions affect his neighbor. His nel hor decisions a ect
N WE¥[%? Wn%”n&ﬂe ﬁ"”&ﬂ‘r“r?ét o Jsrve o cf ] ljteet/tmos Here
rdn your nef)cnborhood Inav yrea‘ S%nsje po?ute P

We confusfe free enterplrrse with free socret(y utféee enterprise
nly part of the whee ter r1se means some Kin rif busine 5%
a {s rrght and good. usipess; s, not the, total man
percent of most peop es time |s not evoted to earning a living.

Free enterprise left alone without governme tre lation can destr
|seff I ¢ rfomrnae t?te rest Of%ew eePof [(n acomRIete(ig

o

unre fated co (Petrtrve syTs them St economrc roa
eryﬁne {0 slaver rttIe less eac

3/ Ir ronr em t n Tota reedom to ex can ead to
totdl slave r}/ hIS IS W n¥ ee enterprise systemneds tough gov-
ernment guidelines fro

the top.

... The day of being able to solve the world's problems in the hoard
rooms op n/e mone estebIL%hment IS QVer, P

érinethrng IS very wrong about a free enterprrse system in which
we bal outahug or?ora on. with enormousfs]rg ?< a%overnm
rrgornee arrwa 00T fisherman often cannot go to the bank and get

e eople who makeapractrce fb |tt||n the bureaucrac and
Ineffjciency o overnn}]ent the ocrr Clze overnmen os
the sa ep scme K10 ove entwrt

ncr Jowh Ie

ex Z orsou
utour companressou e helped ytegovem—

e
ﬁn out for
pthemselves

— 16 —



rﬂer]t hecause, it's iri the a“onq!)intere;;t."_ ullshit! In the long run
the aﬁlnes ofa TI I|on-ao ar "oailqui” might open up less opportu-
nity then the livelingss of a one-buck loan.

... The credihility of a pation Is at stake when it tries o justify at the
B%“e time hot V\%lr an(Jq peace, setting a priority on nelt%ér anfgl%smg

bsecne Pl FeSf feedlom st ahead of Us 15 o brcak ut o ¢
a great nation, stan weg_stl , elcas aIIsunderF] own welght.
WE pause now to_pathe’in the of our rhetoric, then we are 0n the
road to failure. That need not happen.

... With big dreams we can achieve big things and little things, but
W|thVY|ttIe é?eams we can only ac?ueve %ltle things. ’



THE DIVISION OF WATER

.he _-_iaskKS rivision or
Cation®s free inoc :rc:e
million lakes larger tha
Ir.ese responsibiiitles
Management Ctracegy; 1
msiety proaram; renderi
iezerminataons , assert
.anas ; aur veyirig, roil
related to the quantity
rater? f Alaska; toordl
-snag*, mem activities v;i
llate Water Soard;
inciudina water exports.
-r.e Ccverncr it "he West

In .addition tc the 0
rompnsed tf tour
includes the State Wate
Cam Catety ana Const
Anchorage, Fairbanks,

m.anaaes an estimatea 40% at our
n rater resources .r.cluaing ever
ores and an estimatea 21,000 streams.
the State Water Faiicy and Water
water rights; administering the dam
eviewir.a administrative navigability
ership and management of suomergea
ina distributing water resource data
iity of surface, jround and coastal
water related data roilection and
r agencies; providing support to the
m g responsible water development
Director of the Division reoresents
tates Water Council consisting on

Director, the Division of Water is
e Alaska Hvdroiogic Curvev which
Water Management, navigability, and
Che Division has offices in

aid Wasilia.



DEPARTMENT OF NATURAL RESOURCES
DIVISION OF WATER

DIRECTOR’S OFFICE
Qavldgo. R.
DA Mrf}%ﬁ)ﬂr 8

SECRETERIAL SUPPORT

i

ADMINISTRATION NORTHERN SEA ROUTE PRO)
Avery, t-ange.. S. org..0.

Adg 824aat Lleric aﬁ’%ﬂ@% Iy A O%sd 1

1

DAM SAFETY

16T ihoEn 3y
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ALASKA
WATER EXPORTS & SALES

[One Acre Foal. = 323,851 gallons or 1,300 short tons|

With Ieglslatlve approval in 1992, the Division of Water is mov_lng% forward, with a
sense of urgency, 1o finalize regulations that facilitate Alaska’s first bulk water sale.
Althouph lasKa is already exporting water and ice to American and foreign markets,
the nofion of bulk_water Sales by thg state is the next logical step in re3ponding to
market demand. To assisf thosé with interest in the development of this resource,
we provide this general discussion of the key issues affecting Alaska bulk water
exports and sales. This is not a feasibility report, however the” Division.is aware of
a number of private and public efforts fo study the economic feasibility of these
concepts. This report has been successful Is assisting interested parties understand
the hasic concepts, some of the history, and some of the socio-political, economic and
envirgnmental 1ssues involved. For Specific information, copies of aPPh_cabIe source
materials, or contacts with experts relied upon in the development of this paper, you
%c%acztz t9h4e Director of Water, Department of Natural Resources, State of Alaska

Based on proven marine transport technologies such as I_arqe_tankers and e\/_ol_v_ln%
technologies such as coated nylon fabric bags, discussed In this Paper, the Divisio

of Water believes the bulk transport of water from Alaska to_markets in the
southwestern states and northern Mexico,to be economically vigble. The development
of this resource will not only generate significant new_ annual revenue to the state
treasury 1t will stimulate néw economic activity creating new jobs in southeastern
Alaska.” \With the use of bag technology f_or_stora?e and/or transport, many small
communities can directly. pafticipate in this industry creating new revenue Sources
with little or no capital Tisk.

The storage, transport technologies and other concepts discussed in this paper could also be
applied to"address some of Alaska’s rural drinking water problems.

If you desire more information on this new and exciting resource development
opportunity please contact John Dunker or Rick Noll at the Division of Water in
Juneau "it 465-3400 or Ric Davidge, the Director of Water, in Anchorage, at 762-22%4.



DEMAND/MARKET

Based on our continuing research the most attractive water export markets are
southern California, southern Nevada, and the northern regions of Mexico includin
Baaa California. These areas are most vulnerable to drought (now in its 6th year()J
and rapidly growing population pressures.

Highest probability for delivery points are California coastal communities not directl

connected to a subsidized surtace water delivery system (California Water Project

plus northern Mexica including _Ba{a Callformfl. The Division of Water continues to
research and maintain communication with all apparent markets.

Manufacturing Interests in this market area that are very dependent on large
quantities of figh quality water are:

-Breweries -The Anheuser Busch Plant in the San Fernando Valley is the largest
smPIe commercial water user in the Metropolitan Water District of Southern
California. _

-Computer manufacturing

- All water-based productS such as beverages

"Made in Alaska", "Clear Glacier Water", "Alaska Ice Water", and the image or
mystique of Alaska are very attractive marketing tools.

Inland States and Water Transfers

Many land-locked western states, particularly Nevada, are interested in augmenting
their’ existing water supplies. Discussions with officials_of the Colorado_River
Commission,_and others involved in such sources as. the Colorado, Columbia and
Sacramento Rivers, have developed interest in water imports through exchanges or
"wheehng"_aft;reements as a possible solution. This would work in the following way:
If Nevada interests wished to purchase new water they could contract for a volume
of water from Alaska. The actual delivery, wliich Nevada interests would arrange,
would be to a coastal community in California, allowing that community to "transfer
Its downstream approPnatlon from the Colorado River to southern Nevada in
exchange for the imported Alaskan water. Nevada users P_ay the cost of the import
recelve more water from an existing source, and the California community would
receive, the benefit of fresh Alaska water. These types. of water transfers or
"wheeling" agreements are very common in the westerri United States.

These concePts have opened an entire new area in the market. In discussions at the
Western States Water Council (17 western states ) a number of states have expressed
an interest in eleorlng this conceptas they prepare their Drought Contingency Plans
required under new féderal law.



Foreign Intei'est

Although the Division of Water has been contacted by groups. from South Korea and
Norway, other than.in northern Mexico the interest has heen limited to bottled water.
Japan was purchasing water from WETCO (an Anchorage based company) for use in
{ﬂ?s”%ﬁgﬁ%’&'&? perfume, but this would not qualify as aoulk sale forthe” purposes of

The South Korean interest is focused on value-added bottled wate*  water for
beverages._ This recent interest Is a result of a decision in January 92 by South
Korea Yo lift restrictions on water imports.

Bottled Water

Alaska has several hottled water and beverage industries with_plants located i
Anchorage and Juneau. WETCQ bottles water under the name Beluga Water with
a arge share of the shelf space in Anchorage retail outlets. WETCO products are
also (elivered to other areas of the state. . Alaska’s Best Water of Anchorage suA[\)lees
drlnk{/r\l/g water to many office buﬂqu\s/I in Anchorage in five-gallon bottles. Alaska
Pure Water Products and Alaska Pure Mountain Spring Water 0fJuneau, also supply
drinking water in various size bottles to local markets with limited exports.

The _Mumc:ﬁallty of Anchor%e has a limited contract to suREIy water to Alaska
Glacier from the Eklutna Water Project, that is fruck tahkered on barges to
Washington state for bottling in a test market. This is a back-haul using milk tank
trucks from the Seattle ared. If this market proves_out, the owners will consider
opening a bottling company near the Eklutna Water Treatment Plant.

Alaska Aquaculture. Inc. *Burnett Inlet Hatchery), in southeast Alaska, has a Permlt
to export one million gallons. of water a week from the Burnett River system to
RainMaker, a firm in California. Asmall tanker will be used for transport, and they
anticipate 52 shipments a year for a total export of 52 million gallons or 1596 acre
feet. The hatchery will charge as much as lcent a Hallon at the point of transfer,
This income will pay off the debt (state loan) on the hatchery.

A group of businesses involved in the tourism market in SE Alaska have advanced
the concept of bottl_m_(I;_ local water as a souvenir, This may prove to be a successful
enterprise focused initially at a very limited market, however, with development and
experienced marketing this approdch may open new markets outside of Alaska.

Test-markets by private companies using Alaska bottled water have been very
successful. The cost of shelf space and an economically viable delivery system are the
greatest challenges to developmg markets outside of Alaska. TheSe are the same
Challenges faced™by most in the Bottled water industry.



Glacier lce

The harvesting and export of glacier ice continues to increase. Currently there are
20 permitted Harvesters and anumber of pending applications. The market demand
for glacier ice continues to he predominately Japan and Hawaii, We have seen a
recent increase in the level of interest in glacier ice exporting and in use for domestic
%ourlsm markets. The last reported wholesale price for “clean” glacier ice is $500 per
on.

SUPPLY/SOURCES

Two dozen high quality developable sources of water in southeast Alaska that are
potentlal(lly_wable for xport development have been identified. Gengral criteria
develoge In selecting these sources include water quality, large drainage areas,
adequate precipitation, storage volume, VLCC class tanker. access, an exmtmg
delivery systems. Consistent with new state law, the Division of Water plans t

select some of these sources and file applications for water appropriations to the state
for the purpose of sale and export. ~ Approval of these applications will require a
reservation of water for fish habitat as required under statyte. The dralnaﬂes of
Ihese sources receive from 150 to 400+ inches of precipitation a year. Although
monthly/seasonal flyctuations in discharge are gfmanagement concern, during those
Penods of low flow (winter) export demand is also low.” The level of precipitation of
hese sources is very significant and to many in our market area unbelievable. It
does make water from™this area a vast and renewable resource. As some in
southeastern Alaska say, "It’ like living under water without really being there.

Six sources are already. developed with hydroelectric_facilities, a couple have old
pipelines, or in-use defivery systems at tidewater. These existing d_evelo?ments
8reatly_reduce_|n|tlal capital risk, minimizing further environmental impacts, and
ecredsing delivery delays associated with undeveloped sites.

The water quality of many sources is expected to be very high. Many were surveyed
for fish hatchery development due to very low levels of organic and mingral
constituents making the water attractive for high-tech manufactufing and beverages.



Desalination (desal)

Most analysts agree that the most direct com{)etlt!o_n for water imports to this market
IS desalination.” Meetings with government officials in M?xmo revealed they had
recelved seven desal proposals and only one import proposal (Sun Belt Water,” Inc.).
One of the, difficulties with desal is the representation of delivery price versus real
cost. As discussed below under Price, the only real example we have Is the new $30
million desal plant in Santa Barbara, that after three months was shut down due to
rain. This plant is the only one of its size ofoeratlng In the United States and man
experts claim it Js underpriced to encoura?e urther desal development in the markef.
The contract price for desal water from the lonics plant in Santa Barbara plant is
$1965 per acre foot with annual delivery of only 3200 acre feet to Santa Barbara and
a total capacity of 7500 acre feet a year. Qne’VLCC class tanker can deliver 8,000
acre feet a yedr at 225 acre feet per trip with 35 trips.

One other interesting fact: With the Santa Barbara plant now on long-term standpy,
under the_contract with lonics,.the city must continue to pay $1231 per acre fdot
against 3200 acre feet a year with no water being produced.

In addition to the technological and cost limitations of desal, four specific variables
favor water imports._First, all existing technologies for desal are greatly dependent
on low energy cost. Desal consumes energy to a point that many argue against it due
to environmeéntal costs. Consumption of &nerqy also creates fue storarqe and delivery
and air quality concerns. A delivery price for'desal water based on fow energy. cost
IS misleading.” After the capital plant is developed, a buyer is vulnerable to raisin
energy costs and constrained by energy inefficient technology. With any significan
Incréase in the cost of energy oOr assoclated environmental Tegulations,” the price of
desal water will escalate dirgctly. The use of VLCC tankers to'transport water from
Alaska to southern California use less than half of the energy desal does with little
or no impact on local air quality. Ocean going tugs, pulling bags would use less than
a third of the energy of desal.

Second, the processes used to desalinate water generate a couple of waste streams.
In addition to the concentrated rine, dependin on the technology. used, one must
dispose of large volumes of arsenic and other chémicals. No one anticipates the cost
of Waste stream mana?ement 0 1go down, and. most expect it to increase. Recent
studies on the ecological impacts oflarge-scale concentrated brine discharges offshore
have raised serious questions about inipacts on aquatic life. The Santa Ba[bara_PIant
was permitted under a declared water emergency, allowm? it to come on-line without
the normal stipulations and permitting reviéw réquirements. Itis, therefore, difficult
to make an informed anaéysw of the environmental questions and permitting costs
that will surround other desal proposals.



COMPETITORS

Other Sources

More than three years ago those interested in importing water by marine transport
to southern California looked first at sources in northern California, Oregon,
Washington, British Columbia, and Panama before coming to Alaska.

Legal limitations, Ipolltlcal cancerns, and environmental permitting problems, as well
a5 ‘spme. technica enﬁlneermﬁ_ difficulties attended to some sources i northern
California, Oregon, aia Washington, quickly convinced private industry to look
further north. _Although about d dozen contracts were negotiated with sources in
British Columbia, a sudden changge_ in attitude with a subsequent change in political
leadership in the B.C. governmen Imposed a moratorjum on all bulk water transfers.
Tills moratorium was 10 be for one year, however, it has been extended for a total of
three years. This action and_ the' economic uncertainty it established caused a
number of ventures to lose significant investment, time, and delivery contracts -and
for many the courage to proceed with the concept. Recent discussions with some of
the parfies impactéa bY the B.C. moratorium report _Ilthatlon and mvestlgatl_o_ns
underway or being developed further raising question with the certainty and stability
of this competing~source even if the moratorium is eventually lifted.

The next source investigated was Panama. Even an Alaskan firm explored the notion
of exporting water from Panama to southern California and northern Mexico.
Difficulties included greater distance, running against coastal currents and Prevallmg
winds while under load, and political uncertainty. One by one the firms left Panama
although Sun Belt Water, Inc. reports they still retain”contracts for a number of
Panantanian sources.

Although Alaska was often discussed, its vast water resource export potential was not
actively explored until 1990. Other than the additional cost in transport time, the
concern that Alaska would not polltlcallé( be open to such a venture changed with the
election of Walter Hickel as Governor. Efforts by members of the Clp/ Council of Los
Angeles to import water from Alaska by pipeling encouraged industry to_explore the
notion. Sun Belt Water, Inc., which was involved for over three years in efforts in
British Columbia and Panama, commissioned a private study of sources in southeast
Alaska and entered into direct contact with the new Division of Water within days
of its creation by the Governor. These discussions resulted in two applications for
water from two sources in Southeast for a total of 350,000 AFY using marine

transport technologies.



Third, how much salt do you want in Your water? Asingle stage reverse osmosis
seawater desal é)_lant does not remove all salt from the watér._ Desal is allowed up to
800 PPM total dissolved solids (TDS) in its delivered water. This standard_has maore
to do mth taste than health concerns. Informed sources claim that over 90% of the
TDS from desal is salt. What are the long-term human health concerns of this Iargie
unnatural consumption of salt? We have not been able, at this Pomt,_to satisfactorily
resolve this question, There are reports of medical groblems In the mjddle east where
desal has_operated for long periods of time, hut we have fyet to receive independent
confirmation of those reports. However, in discussions of the choices between desal
and_ fresh Alaska water, the question is often asked, "Do you know of any health
Professmnals chat recommend putting more salt in your water?" Most healtt experts
ecommend serious reduction of salt'intake.

Four, is the demand for very expensive coastal property. Small to intermediate sized
desal plants for sea water use high value coastal zone land, which in general is
already over-utilized, Few sites aré available for such applications that would nof be
competing. with existing users. — Siting of large scale, facilities may be less
controversial when associated with electrical power ﬁene_ranon plants. Nevertheless,
marine transportation, bg contrast, can be implemented in a way that will have little
onshore land use and cost Impact.

FEASIBILITY

Delivery Systems
Tankers/Bags

The most rorom|sm , Immediately available, water transfer technology is the usg of
single-hull VLCC (Very Large Crude Carrier) or ULCC (Ultra Large Crude Carrier)
class tankers with' near shore temporary sforage. With the change in petroleum
tanker reﬂulauons requiring double hulls following the, Exxon Valdez SRI”, dozens of
single-hull tankers are on the whalesale market at prices from $6 - $10 million for

used tankers to $30 - $85 million for new, never used single-hull tankers.

The VLCC class tanker is most attractive because its size allows it to access man

sources In southeast Alaska and Bro_wdes sufficient volume to make it economical.
AVLCC class tanker has the capanility of carrying 225 acre feet per trip, with a turn
around time of 10-11 days depending on source and delivery point. ' This class of
tanker has two large pumps that allow it to be filled within 20 hours, considered the
maximum load time. These tankers currently have significant tonnage that can be
eliminated as the extra equipment is for the transfer and control of hydrocarbons and
associated emergencies and not necessary for haulln%(%esh water. ~ The day-cost of
a new VLCC, fitted for water transfer, 1§ about $30,000 per day. This includes an



assumption of 20 year debt sendee and capitalization, crew cost of about $5,000 per
day an% fuel cost %f about $5,000 per day.p P

One concern with tankers is ballast water discharge In Alaska, especially if the
ballast is collected in polluted coastal waters off California. Ballast tanks are not the
same tanks used for cargo transport, Tanker engineers advise that almost all ballas
IS discharged prior to docking and, If there iS"a “"contamination” issue, standard
operating procedure Is to exchange ballast in the.open ocean after leaving the harbor.

egardless, any discharge is subject to appropriate federal and/or staté' permitting.

Bags/Tugs

B_a(% technology was originall deveIoFed b)é Dunlap Rubber in. Great Britain, for the
oil transport industry in the "60s to allow the capture of oil spills from tankers. The
technology, at this point in development, wa .iot acc%Ptabe due to cost, material
used and technological limitations. Research and development continued and
adaptation for water transfers was explored by UNITOR, in Norway; Avon Rubber,
United Kingdom; Yokahoma Rubber, Ja?an, and Medusa Corporation, Inc., in
Alberta, Canada. Extensive tank testing ofa patented design hag been conducted b
Medusa Corp. at the University of British Columbia,, VVancouver (tow testing for dra
and stabilit g_and at The National Research Council in Ottawa, which has tfe larges
wave basin’in Canada to study wave interactions. S|mp1Y stated, the bag I
streamlined, relatively shallow with large flat areas on the top and bottom. Tt Is
d of a commercially available Industrial coated gboth 3|def) nylon_ fabric

construct _
xpected Iffe of 10years

with reln?orced stress aiffusing straps. The hags have an
when used for storage and 7t0 8 years when towed.

The bags can be used for offshore storage or transport. The offshore storage
application (at fnck—u or point_of delivery) is now available, A 225 acre foot bag
(sufficient to fill a VLCC Lanker) would bé 500 feet in diameter and 50 feet deep in
a |ozenge shape. For storage purposes, bags can be coi*structed in sizes up to one
million"tons '(812.3 acre feet) according ‘to James Cran, President of Medusa
Corporation in Canada. Extensive test_mq has provided solutions for tug operator
concerns with "fish-tailing". Solutions include speed reduction, rudders, -and other
design modifications.

The use ofa tug and bag configuration f}r storage and transport greatly reduces the
day-Ccost oftransportm? water.” Transpart time Is lengthened to about 14 days when
travelln(% south under Toad with return Torth) in 4t0 5 days depending on distance
and weather, This_ means that one bag/i;ug configuration could make 20 trips a year
at a cost of about $75,000 per trip. Assuming a sdle price of $300 per acre foot, using
a 225 acre foot bag the profit would be tn excess of $100,000 per trip.



For ocean going tugs at 56,000 horsepower, the day cost Is estimated to be about

000 with a 225 dcre foot bag. These vessels are &enerall 180 feet with a crew of
. In the event |arger bags are used, tugs with 10-15,000 orseﬁower capabilities,
290-300 feet and ldrger crews are necessary. However, even the most expensive
c_onf_lfquratlon using tligs and br s can provide water at very competitive prices with
significant, Proflt margms. The use ofbags Is far less environmentally intrusive due
to"the limited uplang impacts required,than the use of VLCC class tankers with
traditional onshore pipelines and pumping stations.

Other than the interest of southwestern states for the transpart of fresh water, there
I alsq Interest in using bags for transporting treated sewage for deep ocean disposal.
This_is now being exploréd by some communities in sotithern California, Other
applications are under negotiation in the middle east hauling water from Turkey to
ISrael according to the Wall Street Journal.

The application. ofbag technolong for offshore storage offers Alaska a numper of very
attractive solutions to storage, Tlow rate and trar ster problems, and environmentdl
concerns. One challenge in"using tankers is the need for sufficient on-site storage
that allows ﬁhe tanker to f|II/Ioaéj within 20 hours. This requires a flow r_%e
(approximately 150 cfs) that exceeds the natural year-rounu flow of many accessiple
sources.. With' the use of storage bags, 225 acre feet can be accumulated over a few
days.using natural flow rates and & collection point, at discharge, that should not
require onshore_pumpmq, pipelines, or Iarqe_ service camps,” thus significantly
reducing permitting complexity, environmental impact, and cost. Design parameters
are dependent on scale and lacation. For example, if VLCC class tankers are used
for transferring water from Alaska to the market, the sie of the bag would need to
be a little gredter than 225 acre feet. Depending on the area used Tor storage and
tidal fluctuations, the bag can have t"e shape ofa flat hot dog, or a hockey puck.

Bags noat just below the surface, aIIowinﬂ them to apsorb wave and wind action.
They can be filled by a low technology collection mechanism and tankers can load
using their own punips and existing Single mooring applications.

The application of this _technolog(;! makes it attractive to small communities and
villages with existing tidewater Qelivery systems that have a surplus of potable
wate,.. With little or'no investment risk’and few permitting concerns a community
could either acquire a storage bag and contract with a transport firm for a scheduled
stop once 225 acre feet are available, enter into ajoint venture with a purchaser of
water whereby the purchaser provides the bag, of enter into a cooPeratlve venture
with the state’and a private venture. There afe a number of variable approaches to
small community participation in the development of this resource.



The, use of bag technolog?/ for offshore storage greatl(y_ reduces cost. and risk,
environmental concerns inCluding ballast, tidal and upland impacts, permitting costs
and delays, and opens new opportunities to small communities in southeast Alaska
to participate in a new revenue source. The application ofbag technology for storage
and transport may also serve as a solution to rural Alaska domestic dfinking water
needs as well as émergency needs in the event of a natural disaster.

Price

The _Pnce of water in the market area is highly variable due to |ocation, quantity,
quality, gqvernmen_t subsidies, source, precipitation, time of delivery, and type of
water. [TIs recogmzed that there are areas In the southwest where’ Alaska ‘water
|mgorts may not be competitive, however even in some of these lgcations a mixing of
ﬁ‘l skﬁtwater with local supplies ensures a greater confidence of supply in times of
rought.

Since 1989 the price of water in many countries, for example Australia, Italy_and
Britain, has increased substantially faster than each country’s rate of inflation.” This
Is a function of governments reducing subsidies.as they facé revenue difficulties. In
many cases this phased reduction ofsubsidization has resulted in prices raising as
much as 20% in a year. As the southwestern states and northern Mexico look af'the
real cost of water, "passing it on to customers, the competitive edge of Alaska water
Imports to this region is Sharpened.

The target price for delivered water to this market must be less than the current
price ofdesalination (about $2,000 per acre foot) if we are to compete with desal. To
compete with other new sources of water we need to deliver water for less than $1500
per acre foot. Alaska, in cooperation with transport industries, can provide higher
quality water with Tgreater delivery. volume and little or no capital risk to"the
custorner, with significant flexibility in volume and delivery points and schedules.

The contract price for desalinated water T(desal) from the newest plant in the market
area If mta Barbara) is $1965 per acre foot for delivered water and $1312 per acre
foot \ ,non short-ferm stand-hy, and $1231 per acre foot on long-term stand-by
against a 3200 acre foot total delivery contract FWIth no water being produced). The
capital, cost of the plant was about $30 million"and the plant has shut down afte**
operating for less than 3manths due to an oversuppl% of natural water (vain) in the
area. With real-time depreciation, start-up, and all other costs included, Somé report
that the actual cost of delivered desal from this plant for the first three months was
in excess of $5000 per acre foot. This has not been mdependentIY confirmed. Other
cost factors that impact desal such as energy dependence, waste stream management
and land use are addressed in the section"on competition in this paper.
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Formal r\s\)}JosaIs to S nt%zBarbara b%/ such firms as Sun Belt Watey, Inc. offered
delivered water at under $2000 per acre foot for ten years. Proposals to northern
Mexico, now under development, are attempting to deliver water for less than $2000
per acre foot using a ULCC class tanker undera 20 year contract.

The application ofhag technology, depending on the scale ofbags used for towing and
pic quor del?very Io%atPions, mga%/ bn%g deIR/ery cost down to per acre fogt.

Existing prices for water in the southwestern states are difficult to compare due to
significant, Iong—standln%\ subsidies by the Federal government (Bureau of
Reclamation and the Army Corps 0f Engineers) and state governments.
Capitalization, amortization, and depreciation of exténsive and expensive surface
delivery and storage systems are rarely totally passed on to the consumer in the
delivered price of water making it difficult to establish a market based value.

Other than desal, known prices/costs for water in the market area are:

Average cost of d%Iiver%g water to coastal communities tied into the State
Water Project Is about $500 per acre foot. It 1S not clear if this cost includes
the value of all subsidies (capital and operating).

Average cost of reclaimed wat™r (treated _sewage? with delivery is $700 to
$1,400 per acre foot. As a source of drinking wafer, California has not had
good success, however, there is a wﬂlm_g_ness to use reclaimed water for
agricultural use.. This will require significant capital .investment as most
réclaimed water is in coastal communities and most agriculture is inland.

The California. Water Bank ?urchased water from agricultural water right
holders for $125 per acre foot in 1991 and $/5 per acre foot in 1992, and” in
gncs)tsg r(r:]eéses reallocated that water to urban users connected to existing delivery
ystems.

A new water pipeline for Santa Barbara connecting it to the state water
system delivering 70,000 AFY, is reported (by Iomcs)q to cost $5400 per acre
foot, however the  State claims the cost to be Closer td $1200 per acre foot.

The Marginal Cost of Water

By blending hlqh cost Alaska, water with existing sources in the market area the
economic impact on end users is significantly reduced. For example, if Alaska water
Is delivered at $2000 per acre foot and mixéd with a source in the market area at
cost of $100 per acre foot the end margmal cost 15 $1100 Per acre foot. When you
consider the absolute and unimpeachable reliability of water from Alaska you Can
argue that this cost is the price of "insurance”.

n



Costs/Economics

When the notion of using eX|stln% tanker technolog¥_ to transport water from Alaska
to southern California and northern Mexico wag first proposed to the Division of
Water, we were skeptical of its economic feasibility. ~ A" commodities economist
familiar with Alaska and shipping costs was brought'in to review the numbpers. His
conclusion was that the concept IS not only economically feasible but should be very
attractive to investors based on profit margin. Application of bag technology for
storage. and e_sRemaIIy for transport bring” the economics of thi$ application in
competition with reclaimed water as well as desal and even some conventional land-
based delivery systems.. The application of bag technology not only makes Alaska
water more competitive it raises potential profitmargins with far less environmental
Impact than traditional tanker technologies.

The important cost variables considered in marine transport systems are:

Length of contract (depreciation, amortization)

Volume of water (annual)

Distance of delivery

Capital cost_F_p_urchase of tankers or tugs/bags?

Onshore facilities at source and delivery poin _
Permitting and compliance at source and delivery point
Operation” day-cost of transfer technology (tankers or tugs/hags)
Quality of water

Of these variables one of the most _S|?n|f|c_ant_|s the length of contract. CaPltaI
amortization and depreciation of initial capital investment over a ten-year contract
versus a twenty-year or longer contract is a significant factor in cost per acre foot.
Operation and”maintenance”is generally static depending on the use of tankers or
bags/tugs. The quality of the water is & variable depending on its.end use/market.
If 1t is 0f very high quality with few organics and few minerals, it is very attractive
to manufacturing uses such as computérs and bottled products.

LIMITATIONS

The Jones Act

Deljvery of water from Alaska, other that from the Yukon River, to California is
subject to the Jones Act. This federal Act requires that cargo transported from ong
Amerlcan port to_another must use vessels construc_te?_ln the United ?tates and
operated by American crews Increasing the cost of capital investment and labor. The
use of dozens of existing single-hull tankers built by other nations allows a far less
risky capital investmenf. Some of those investigating large water transfers from one



American port to another advocate a specific exemption .in the Jones Act. for the
transport of fresh water. With the use of towable bags, it is our understandm’\% that
only the tugs are affected by the Jones Act. Water deliveries from Alaska to Mexico
do not fall Under the Jones Act.

Public Perception

"Water from. Alaska?" "You got to be kiddinq!‘{ "Get real!" _Th_e_?eneral public, both
In Alaska and in the southwestern states, thinks of the viability of water imports
from Alaska as an exotic notion. Limited Pubhc appearances by the Director of Water
In southwestern communities while attending Western States Water Council
meetings,. before the Association of California“Water Agencies (ACWA), and the
Metropolitan Water District of Southern California have had some, impact on this
dishelief, but this effort is greatly limited by the bud?e_t of the Division, We have
found that, once the technolagies dnd economics are explained and technical questions
addressed directly and undérstandably, the audience is receptive to the notion of
water imports by’tanker or bag and willing to investigate this concept further.

The Political Water Infrastructure of Southern California

For decades the politics of water in southern California have dominated state and
local power struggles. -Massive bureaucracies and political systems have developed
to su(Ppo_rt various distribution schemes. Despite all thie environmental and
technological problems of desal and with major communities spending millions
researching the usr of desal -getting these groups to open tYhr minds to consider an
external solution is difficult. “Whenyou also understand that desal cannot produce
the volume or qualltY of water that marine transport can with ljttle or no mupicipal
capital exposure or_fong-term debt, and far less environmental damage, it Is even
more frustrating. Thousands of engineers are now employed by governments at all
levels to "design” solutions: but they are all looking inward, when, at least a part of
the solution, may be outside of their experience or perspective.

The Price of Water and Conservation

One of the issues_raised in discussions of the transport of water from Alaska to
southern California and Mexico, Is water conservation and the question of local
responsibility, - Some would ar?ue that it is philosophically wrong to encourage
greater growth in the southwest by providing new water, That the availability of
Wwater is7a "natural” limitation on population“and ecaonomic growth in the area and
to import watey ir to this region delays local P_ubhc policy decisions that should have
been addressed years ago. When thése questions are cansidered onI){_lm the context
of southern. California, Which is often the cas, this is a fair point. However, when
considered in a broader context the reality ofshort_a%es of water,. food, shelter, and
space are evident in many comers of the World. Is it humane to simply tell starving
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Peo le in regions of Africa, for example, that it is more responsible to not send them
00d or means of creating food because their environment can_not supPort them? IS
it humane to tell, developing nations and struggling commupnities that they can not
reach for economic independence because "we" Delieve their dreams should be limited
by "their" local environments?

For centuries humankind has moved commodities found in large natural supply in
one regian to areas of the world with high demand *:,d short supply. This is true for
en_er?y, food, construction materials, icg, and water. H|s_tor?/ has found that people
will Tive where they wart to_live based on many factors including economic vitality
ana employment opportunities, weather, and life style and “will adjust their
expectations based on these same considerations. The projections of population
inCreases In the southwest are built on the trends, of significant immigration from
outside_of tho United States. Persons immigrating t0 southwestern™ states find
economic oo1po_rtun|ty and life styles offered theTe are™far more attractive than those
-hey left.  This percePtlon may not be shared by some in the middle or upper
economic classes, but they ,re real and vary attractive to families climbing out of
poverty or socio-political oppression.

The economics of water are greatly effected b}/_ price.  Some reports claim that Los
Arageles County reduced its” watér consumption, by 25% as a result of drought
ordinances alone. According to the Metropolitan Water District of Southérn
California this increased the Cost per acre foot further encouraging conservation.
Studies on price and consumption clearly establish a relationship between greater
conservation as a result of higher price. The study conducted by the Bay Area
Economic Forum $Octo_b_er 19 Usm% Water Better. A Market-Based Approach *o
California's Water Crisis 15 one of The most far thlnkln% studies done of the
relationship of price to consumption and is critical of continued government subsidies
for mfrats_tructure as well as operation and maintenance that do not encourage
conservation.

Due to the cost of _transgortanon, Alaska water is generaII¥_ more expensive than
southwestern supplies. But local supplies are simply not sufficient to m” et demand,
even if every effort by state and local governments’is successful. According to the
Secretary of Natural "Resources of the “State of California, if every water option is
successful -and it rains, southern California alone is facing a 4 -6 million acre foot
a year water deficit. They still need new water.. In consi erln? the development of
néw water we must look at all economic and environmental costs to make informed
rational and sustainable public Pohcy decisions. In rur opinion, based on sigrdficant
research, importing Alaska water {0 the southwestern states is economically and
gnvwonrtnentally more attractive than many of the other alternatives especially
esalination.



Algfkab lieves it is very apBro riate to offer this vast resource to the world. Alaska
IS blessed with natural resoUrces at a scale unknown in many regions of the Planet.
As a sister state and a member of nation states, Alaska believes itresponsible to offer
our excess water to people in need. Alaska is also in need of new revenue sources as
It faces a serious decline in oil and gas production. The sale and export of water from
Alaska 1s;a sound economic and environmental decision endorsed by the State
Legislatuie and the Governor.

Technology/Scale

Only so man%/ vessels can move so much water from feasible sources through
transport routes annually. We believe a tar%et of 2 million acre feet a year may be
realistic given these limitations. Bag technology may allow this tarq_et to_e
Increased depending on the scale of bags used, how&ver, that is only speculation. The
dnvmg cost limitation is capital risk,” amortization and the day-cost of transport -
with the operation of tankers usm_g bag_s for offshore storage or a ba%]/tu% storage ang
transpart system, Eventually seridus discussion of other transport mechanisms such
as a pipeline will take place. It just depends on how thirst peoPIe and their
economies gDet and how much they dre willing to pay for water. With the market or
population ase in the southern California area -for the price of a soft drink a day
per person, a water pipeline could be built.

STRATEGY

With the signature ofthe first contract and delivery ift1 |rst shipment trapsferring

ater from"Alaska to southern California or northier n Mexico, the world will change:
Those who have. objectively examined marine transport (tanker or bag) as a
mechanism to bring new water to this market agree that once it i real, once a
contract is signed and delivery begins, it will become a dominant force in the market.

The Division of Water understands that the export of water from Alaska by itselfwill
not solve the major water deficit problems of southern California, the solthwestern
states or northern Mexico. Alaska water can be a part ofa broader array of solutions
to these problems. Price and security of source are, and will continlie to be, the
cornerstones of buyer and seller decisions.

Qur focus right now is Baja California. (Rosa Rito Beach, Tijuana and Ensenada)
They have an Iimmediate need that can be satisfied within months with a single
tanker. Once this relationship s established additional tankers or bags can be added
to meet demand. Discharges in Baja are_not subject to the Jones Act limitations,
allowing Jower capital and Operating cost. The BaHa overnment has stated that they
will buifd whatever s necessary for delivery systenis on their shores, on their own

peso, thus reducing risk to investors and quickening the pace. Delivery to Baja also
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means that we do not have the political or permitting problems faced in southern
California.

We have raised important questions.in the minds of Baja officials on the long-term
economi¢ and environmental viability of the desal prop_osal_s _the¥ have received.
continuing discussions indicate that the Baja governmentis willing to work with Sun
Belt Water, Inc. and find a contract approdchbeneficial to both and to Alaska.

Another approach is a direct contract between Alaska and the buyer of the water,
other than through a transport company. The buyer, the Baja government, then
arranﬂ]es its own transport.” Discussions on this approach have usually been short
once the customer realizes the value of what private companies suchas Sun Belt
Water, Inc. and ifs subsidiary Sun Belt Marine, Ltd. have already contributed in
knowledge and investment,” The Division of Water, is V|II|n% to enter into
neqohatlons with any qualified party interested in securing a purchase contract for

Waler.

PENDING APPLICATIONS

Alaska Aquaculture, Inc. (Burnett Inlet Hatchery)

In an effort to pay off outstanding state loans for the development of the fish
hatcher){_ aé Burneft Inlet.and provide some operating capital, Alaska Aquaculture,
Inc. applied for and the Division issued a Temporary Water Use Permit to export up
to.one millign ?allons a week from the Burnett River system. Usm% a small tanker
this water 15 to be sold as potable water for no more than one Cent a gallon to
Ram(l}/laker Resources in Corte Madera, California. This temporary permit has been
Issued.

Sun Belt Water, Inc. & Sun Belt Marine, Ltd.

These California-based fin.is are pioneering the marine transport of water to
southern California ang Mexico. Originally formed bx a group of former oil company
executives and experts in marine tranjsport to bid on the Santa Barbara RFP/contract
in 1990, they have continued to develop water transport opportunities. Their senior
executives, ‘Board of Directors, and legal counsel represent very. high profile
experienced, and creditable talent. Sun Belt has local representatiori jn Juneau and
Anchorage and has sent senior executives to Alaska to meet with the Division of
Water as well as_all other state and_federal permitting agencies. The same
executives met with representatives of major environmenta grouPs in 1991 in
Anchorage to discuss any concerns theX_may ave.. Atthe request of the Division of
Water, Sun Belt withdrew one application"when it was discovered the source was
located in a federal wilderness area.
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Although the Divisjon of Water often receives calls and visits from individuals, firms,
and groups, other than the Burnett Inlet Hatchery application approved i 1991, Sun
Belt Water, Inc. is the only firm to have actuallyfiled applications with the. state for
water for the Purpose of export. In the absénce of compe,tmg applications, the
Division of Water Is working with Sun Belt on their two applications for the. export
of 350,000 acre feet a year. The division is working closely with the Division of
Governmental Coordination and. the Attorney General’s Office to ensure these
applications are processed according to existing statutes and regulations.

THE FUTURE

Given the expectations of growth in the southwestern United States, and a variety
of developments impacting existing and potential local sources of water such as new
|I_Stlnth of Instream’ dependent spécies under the Endangered Species Act and new
directions in Congress for the Bureau of Reclamation that require more local waer
to_be degicated to fish and game, marker demand will continue to grow -even If it
rains.  State officials in California predict a water deficit of 4 to 6 million acre feet
a g/ear In jJust their area, not including northern Mexico or inland states such as
Névada. Although political |eaders and” professional water managers in the market
area are_makln? every effort to solve their water deficits with local squrces,
conservation, recfamation, and even desal, many have aIreada/ come to the rr "ization
that it cannot be done. New' sources of water must be found and the imp  on of
water from Alaska can be a part of the solution to this challenge.

A number of communities in northern Mexico .(Rosa Rita Beach and Ensenada)
currently do not have enough water to meet their needs, let alone future demands.
Efforts Dy the State of Alaska, in cooperation with the, Prlvate sector, can cost-
effectively meet these immediate needs.” The first and still most difficult hurdle to
overcome is believability. In this area we are making slow but noticeable progress.



ALASKA

40% OF OUR NATION’S FRESH WATER RESOURCES

Supenor_chuallty fresh water can be provided by the private sector, on.a turn-key
basis, with zero capital funding by Californid water buyers. By us_m_?_ marine
transport the buyers _of_crwallty Alaskan water allow themselves total flexibility in the
rate of delivery at minimum cost.

THE MARINE TRANSPORT OF SUPERIOR QUALITY WATER FROM
SOUTHEAST ALASKA TO SOUTHERN CALIFORNIA IS ECONOMICALLY
MORE VIABLE AND ENVIRONMENTALLY MORE RESPONSIBLE THAN
MANY OTHER ALTERNATIVES

Major Advantages of Murine Transport Compared to Desalination

Uses approximately 33% less energy, most of which is used outside of California.
Reduces future energy dependenceand impacts on California air quality.

* Significantly less expensive, both in real dollars and environmental costs.

* Requires no significant on-shore land use thus minimizing the impact on sensitive
coastal areas.

* Involves no toxic chemicals or expensive waste-stream management.
* Has no waste discharge thereby minimizing impacts on marine environments.

Secure So *'ces

Over 25 la ge lakes In_Southeast, Alaska with watersheds that average annual
Brempﬁ_anon between 150 tg 400+ inches, many without fish, and are easily accessed
y marine transport. Applications now being processed by the State of Alaska for
annual deliveries in excess of 350,000 AFY.

Cost Estimates

Assuming a minimum of 15,000 AFY for 10years with delivery to the Central Coast
of California, $1.500 to $1,900 per acre foof; With ba technolo?(y the delivery cost
15 less than $1.000 per acre food Using single hull VLCC tankers, delivery is in
multiples of 15,000 AFY, Direct tie-in"with” existing water delivery and storage
systems allows mixing with lower cost sources, reducing economic impact.

Mitigation of other Environmental Concerns

Allows ,ex_chan?e with inland states, such as Nevada, for existing water
appropriations from Colorado or. Sacramento Rivers as well as infand California
agriculture with coastal communities.

Allows more inland water to meet growing endangered species demands.



CALIFORNIA

If we are able to achieve every success, every advantage, in conservation,
water reclamation (sewage/water recovery), redistribution, groundwater
management, water marketing, new sources, expanded storage, and

population control we will still be short 4 to 6 million acre feet a year by
2010 - if it rains, 50 sald Douglas Wheeler, Secretary of Natural Resodrces for

California at the Global Cities Project Water conference’in San Francisco (3/20/2).
Population Increase

The experts agree that bx the year 2010 the population of Southern California will
Increase by one third. That is1f no-growth ordinances continue in place.

The Colorado River

As a result of court decisions the State of Arizona has begun claiming their priority
right to water from the Colorado River; efforts by federal a?enmes to "protect
threatened or endangered species that deBend on this river system; international
demands, will cause more, clean, water to be passed to Mexico -each of these facts
will significantly reduce the amount of water available to Southern California.

The Sacramento River

California will become very familiar with the Endangered Species Act over the next
decade. Some California groups openly_claim to have dozens of species, which are
Instreana dependent, ready for “listing".” This coupled with seismic, water guality and
wetland concerns and the delays and exponential costs of new storage and diversions

make more water from this source very problematic.
Economic Impacts

California newspapers are full of stories of businesses leaving. Some businesses are
already spending significant dollars to cleanup the water they receive for
manufacturing. Sources are_less and less dependable. Importing water from Alaska;
itis a simple économic decision if you need dependable, low cost, high quality water.

Desalination

Althqugh the contract price for desal in Santa Barbara was $1965 per AF, g(e)cu_rrent
cost is Teparted to be much greater. . After 3 months of operation the $30 million
Plant was shut down, but the City1s still paying $1200 per acre foot against 3200 acre
eet a year and no water is being produced, Desalination costs will &scalate because
they dre dependent on very large (iuantltles of energy. As the cost of ener%y
increases_so will the cost of desal water. Desalinationalso produces a huge waste
stream. Existing discharge and waste stream management costs will increase with
more restrictive environmental laws and regulations.” Due to low volume production,
dozens of large plants will need to be located on the California coast.



Policles and Procedures on
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OWNERSHIP AND MANAGEMENT OF
NAVIGABLE AND PUBLIC WATERS

Slate ownership of the beds of navigable waters is an inherent attribute of state sovereignty
protected by the United Stales Constitution. Utah v United States, 482 U.S. 193 (1987). Under
the doctrine that all stales enter the Union on an equal fooling with respect to sovereign rights
and lEov_vers, title to the beds of navigable waters in Alaska vested in the newly formed State of
Alaska in 1959, In addition, under the Alaska Constitution and the public trust doctrine, all waters
in the stale are held and managed by the stale in trust for the use of the people, regardless of
navigability and ownership of the submerged lands under the Equal Fooling Doctrine.

The purpose of this paper is to describe the Slate of Alaska’s policies and procedures for identifying
and protecting the slate's title to the beds of navigable waters. In addition, thlsPaper outlines the
legal and policy considerations which guide the ownership and management of submerged lands

and public waters.

{det tifying a
0 € BEAS 0
Identification and management of the beds of
nawﬁable waters is an |mFortant Pollcy of the Stale of
Alaska. In 1980, the stale established a comprehen-
sive navigability program to respond to federal land
converances and land management activities under
the Alaska Slalehtxtd Act, the Alaska Native Claims
Settlement Act (ANCSA) and the Alaska National
Interest Lands Conservation Act (ANILCA). Pur-
suant to the provisions of those acts, the federal
government has issued navigability determinations for
thousands of lakes, rivers and streams throughout the
state in an effort to determine whether the stale or
federal .Fovernmen_t owns the submerged lands.
Navigability determinations are also made prior to

many state land disposals to insure that adequate
public use easements are reserved.

The basic purpose of the stale's program is to protect
the public rights associated with navigable waters,
includin% in particular the slate's title to the sub-
merged lands. Because stale and Native land selec-
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tions and federal conservation units blanket the
stale, navigability questions have arisen for rivers,
lakes and streams throughout Alaska. The
navigability of many of those, waterbodies has al-
ready been established. There arc hundreds ol
otherg, however, where navigability is not yet deter-
mined.

To heIF resolve these_navi([;_ability disputes, a major
goal of the stale’s navigability program is lw identify
the Proper criteria for determining title navigability
in Alaska and to gather sufficient information about
the uses and physical characteristics of individual
waterbodies so that accurate navigability deter-
minations can be made as disputes arise. Other
important aspects of the program include monitor-
ing federal land conveyance and management
programs to identify particular navigability disputes,
seeking cooperative resolution of navigability
problems through negotiations and legislation, and
preparing for statewide navigability litigation.
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JMiparian Rights and Statute
of Limitations

Disputes over ownership of submerged lands in
Alaska have arisen under avariety of circumstances.
The prlncg)al source of the disputes in Alaska is the
survey and acreage accounting system used by the
federal government for conveying land to the stale
and Native corporations.

The standard procedures for surveying and convey-
ing federal land are found in the Manual of Instruc-
tionsfor the Survey ofthe Public Lands ofthe United
States, ?eneral_ly known as the BLM Manual of Sur-
veying Instructions. Under those procedures, con-
sistently used in every public land slate except Alas-
ka, only uplands are surveyed and conveyed in ful-
fillment of acreage entitlements, not submerged
lands. The survey rules require that all lakes 50
acres or larger and rivers and streams three chains
(198) feet in width or wider, regardless of
navigability, be meandered and segregated (ex-
cluded) from the surveyed public lands. Only the
surveyed uplands are conveyed. The acreaFe of
meandered rivers, lakes and streams is not included
in computing the amount of land involved in the
conveyance.

In Alaska, however, the federal government has not
consistently followed these survey rules. Uni:!
1983, the federal government treated submerged
lands the same as uplands. All bodies of water that
were considered non-navigable by the federal
government, regardless of size, were surveyed as
though they were uplands and the acreage of sub-
merg;led lands was charged against the total acreage
entitlement.

Because of these conveyance procedures, the
navigability of waterbodies in Alaska has been an issue
of contention since the enactment of the Alaska
Statehood Act and ANCSA. In addition to the
problems caused by a lack of information about many
waterbodies, the situation was exacerbated by the
narrow definition of navigability used by the federal
government. Hundreds of rivers, lakes and streams
considered navigable by the state were determined
non-navigable by the federal government.

In 1983, following years of negotiations, lawsuits
and legislative attempts to solve the navigability
problems created by the unusual survey and con-
veyance procedures in Alaska, the State of Alaska,

the United Slates Department of the Interior and
the Alaska Federation of Natives fAFN) a%reed that
the standard rules ofsurveﬁ should be followed for
land conveyances in Alaska. The effect of that
decision was to treat Alaska surveys and land con-
veyances like federal land surveys and conveyances
inother stales. The recipients of conveyances from
the federal government arc charged only for the
amount of public land that is calculated by the sur-
vey, which does not include the areas of meandered
rivers, lakes and streams.

The use of these survey procedures has eliminated
many of the problems associated witit the federal
land conveyance programs in Alaska. Submerged
lands are no longer being conveyed to fulfill acreage
entitlements. With the exception of lakes smaller
than 50 acres and streams narrower than 198 feel,
navigability determinations are no longer being
made prior to federal land conveyances. Deter-
minations of ownership of submerged lands can be
put off until a natural resource use or conflict re-
quires resolution, such as issuance of an oil rind gas
lease, mining claim or a gravel sale.

Through the joint efforts of the Stale of Alaska,
AFN and the Deﬁartment of the Interior, the 1983
decision to use the standard survey procedures for
land conveyances in Alaska was legislatively ap-
roved in August of 1983 when the United Stales
Congress passed legislation (94 Slat. 2430) amend-
ing section 901 of the Alaska National In’erest
Lands Conservation Act, codified at 43 U.S.C. 163L
The 1988amendment, sometimes referred to as the
Alaska Submerged Lands Act, requires that the
standard rules of survey in the BLM Manual of
Sun’cying Instructions be used for all federal surveys
under the Alaska Statehood Act and ANCSA. The
1988 amendment also repealed the Section 901
statute of limitations that would have required the
state to file a lawsuit within a very short period of
time in order to preserve its title to the beds of
navigable waters conveyed to Native eorporalio,
by the federal government as a result of erroneous
navigability determinations, poor maps, surveys or
whatever.

Even with this legislation, a major problem concern-
ing navigability decisions made oy the federal
government under the old system remains un-
resolved. At issue are the hundreds of erroneous
non-navigability decisions and the resulting sub-
" erged land conveyances made to ANCSA cor-



