


COMMITTEE REPORT
2-24-77 F I N A N C E

HOUSE

3l/i_______ V- ______________________
Mr. Speaker:

The Committee on has had

Date

under consideration. A majority of the members of the Committee

/~7 recommends it do pass

/~7 recommends it do not pass

/~7 recommends it do pass with attached amendment(s)

r j  recommends it be replaced with CS for __________________________ and that

CS f o r _______________________do pass

/__/ (and) recommends it be referred to t h e __________________________________

committee

/~7 reports it back without recommendation 

/ ~7  AND attaches a report of its intent 

/ ~ 7  (other)

MEMBERS SIGNING THE MAJORITY REPORT:
•7

/ / *r /
/ /
/ /

MEMBERS N( T CONCURRING IN THE MAJORITY REPORT: 

L v-.- ■ __________  recommends: • > a s

• V. ____________ recommends:

recommends:

"Chairman



Headquarters: Box 939, Cordova, Alaska

R e p r e s e n t a t i v e  A. O s t e r b a c k ,  Ch ai r m a n  
House R e s o u r c e s  C o m m i t t e e  
Pouch V
J u ne au , Ak. 99811

Dear R e p r e s e n t a t i v e  O s t e r b a c k :
I

We r e q u e s t  y o u r  s u p p o r t  of CS f o r _ H o u s e  Dill #264, "An 
act r e l a t i n g  to f i s h e r i e s  e n h a n c e m e n t " .  ThTs bill will e na ct  
many fact ors  ne e d e d  for sound well r o un de d p l a n n i n g  for, and 
f un din g of, fu tur e sal mo n  e n h a n c e m e n t s  pro je c ts . The «.ause 
is good, the need is great. The f is he r m e n  and co mm un  i ty **f ebl 
this is a m o t h e r h o o d  and apple pie issue.

We w o ul d o ff er  a small w o r d i n g  ch an ge  s u g g e s t i o n  for 
wh a t we c o n s i d e r  the b e t t e r m e n t  of the bill.

Sec: 16. 10 .3 75 , R egi on al Salmon Plan; The c o m m i s s i o n e r  
shall d e s i g n a t e  r eg ion s of the State for the p u r p o s e  of salmon 
p r o d u t ' o n  and shall de v e l o p  and am end  as n e c e s s a r y  a c o m p r e­
he n s i v e  sal om n plan for each region i n c l u d i n g  (for) both public 
and p ri v a t e  non p ro f i t  h a t c h e r y  systems.

We a p p r e c i a t e  you c o n s i d e r a t i o n  of that one wo rd  change.

Si n c e r e l y ,

1



r e v is e d  .fisc a l  note

I. REQUEST
Bill/Resolution No. _______ _ ______________________
Title relating to fisheries enhancement
Requested bv tjouse~Kesources~C.omm3.ttee ' p atc ' 2 J T T / T T

II. FISCAL DETAIL „
Agency Affected Commerce & E conom ic D evelopm ent
Program Category Affected D evel npmont__________ ~
Budget Request Unit(s) Affected B u s in ess  T^ans_________

EXPENDITURES (Thousands of Dollars)

FY 77 FY 73 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES
200 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT •
^ 0  LAND & STRUCTURES -

GRANTS, CLAIMS. EtC, ' 1.500.0
UiMLD .0 0. _ ...... 0 0 __0 .

TOTAL

FUNDING; (Thousands of Dollars)

GENERAL FUND 1,500.0 _0 0 ___0 0 0
FEDERAL FUNDS
OTHER (Specify)

POSITIONS

FULL TIME
PART TIME
TEMPORARY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

There .are expected to be ten (10) regional associations. I am sure each 
association  w ill request the $11)0,000 grant for a tota l of $1,500,000.

\

IV. DATE March 3. 1977_________ PREPARED BY
AGENCY _________ Divis i on of Business Toans

Original: Legislative Finance PHONE____________465-2510________
cc: Budget and Managei.rent

I Prime Sponsor (First Legislator ' ned)

 T L J im  m/?/n------------------------------------------------------------------------------------------------------------------------------------------------



.

THE LEGISLATURE OF THE STATE OF ALASKA 
TENTH LEGISLATURE

FISCAL NOTF.

I. R E Q U E S T

Bill/ Resolution N c >.________P r o p o s e d  CS!Ilj 2 6 4______________

Titic_______An. A ct: R e lating to F i sheries En h a ncement

Requested by.________Rap. Tarry Card in c r _____________ Date 3/10/77

II. FISCAL DETAIL
Agency Affected________Commerce fa Economic D evelo p m e n t ________________________________________

Program Category Affected_________ D evelo p m e n t:  __________________________________________________

Budget Request Unit(s) Affected Dusiness Loans  ___________________________________

EXPENDITURES (Thousands o f Dollars)
»

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
100 PERSONAL SERVICES
700 TRAVEL
300 CONTRACTUAL
400 COMMODITIES
500 EQUIPMENT ♦
400 LAND &  STRUCTURES
700 GRANTS. Gf AIMS. ETC.

1 o
!

!!?.r̂j: 750 . 0 0 ...... 0......... . ... fL 0.

TOTAL

FUNDING (Thousands of Doliars)

GENERAL FUND 750- 0 7,50 .0 ......0. . .....0 ....... ...J......... .... 0
FEDERAL FUNDS
OTHER (Specify)

‘

POSITIONS NONE

FULL TIME
PART TIME
TEMPI >RA RY

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section III)

l'Y /7 7  -  At L li is  tim e  :i t  a p p e a rs  that: 5 r e g io n  a v/.L.'! 3. ha nt. tempt, Jng to  o rg a n iz e  a s
soon as funding is  ava.LI.ahl •, 'fho.se j.ncludo Ketchikan, 81 i 1 i> t.rlotol hay, 
and Cook In le t. The question o f whether Prince William Sound, which is  
already organized, w ill qualify for grant funds should ha answered by 
leg is la tion  or Letter o f Intent.

VY/78 -  It  :Ls expected that an additional 5 regions w ill organise.

IV. DATE 3 / 1 1 / 77

O rig ina l: Legislative Finance 
cc: 1 Judged a a.! Maaagem.Tit

I Time Sponsor (First Legislator Named)

, ^ c ? -£ o-

PREPARED D Y  ]_Pete Jaans   _____
AGENCY . Division o f Business Loans
PHONE 465—251.0 ______

33-001 ( Rev. 10/76)
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CA ALASKA COMMUNICATIONS, INC.
PHONK: 586-6440 

WNtAU. ALASKA 99801

1 9 0 0 2  14. C O R D O V A  A L A S K A  4 0 9  0 3 - 0 9  4 3 0 P  A S T  

P M S  M R .  A .  O S T E R B A C K  ( F O N E  A N) D L R  B E F O R E  1 P M )  4 6 5 - 3 7 1 5

1 ^ 4 5
C H A I R M A N ,  H O U S E  R E S O U R C E  C O M M I T T E E  O R  4 6 5 - 3 8 7 8

P O U C H  V

J U N E A U  A L A S K A  9 9 3 1  1 

D E A R  M R .  O S T E R B A C K :

I N  R E G A R D  T O  H B  2  64 , W I N C E  W I L L I A M  S O U M )  A Q U A C U L T U R E  

C O R P O R A T I O N  W O U L D  L I K E  T O  E M P H A S I Z E  T O  Y O U R  R E S O U R C E  C O M M I T T E E ,  

T H E  V A L U E  T H A T  O U R  C O R P O R A T I O N  P L A C E S  O N  T H E  V O L U N T A R Y  M E T H O D  

O F  A S S E S S M E N T  C O L L E C T I O N .  T O  D A T E  W E  H A V E  C O L L E C T E D  O V E R  

$ 4 4  0 , 0 0 0 , 0 0  L O C A L L Y  A W  H A V E  H A D  O V E R  9 0  P E R C E N T  V O L U N T A R Y  

P A R T I C I P A T I O N  R A T E  F R O M  F I S H E R M E N  A N )  F I S H  P R O C E S S O R S .  W E  

W O U L D  L I K E  T O  S E E  A N Y  L E G I S L A T I O N  T H A T  I S  C O N S I D E R E D  A L L O W E D  

F O R  B O T H  V O L U N T A R Y  OR M A  M ) A T O R  Y A S S E S S M E N T  D E P N )  I NG O N  W H A T  

E A C H  R E G I O N A L  C O R P O R A T I O N  I T S E L  F  D E C I D E S .

'WE W O U L D  A L S O  L I K E  T O  E X P R E S S  T H E  P O S I T I V E  V A L U E  W E  

P L A C E  O N  J O I N T  R E G I O N A L  P L A N N I N G  B E T W E E N  T H E  R E G I O N A L  C O R P ­

O R A T I O N  A  I'D T H E  A L A S K A  D E P A R T M E N T  O F  F I S H  * G A M E  W I T H  A L L  

U S E R  G R O U P S  B E I N G  R E P R E S E N T E D .  W E  S E E  T H I S  A S  A W A Y  T O  A V O I D  

U S E R  G R O U P  C O N F L I C T S  A N D  P R O V I D E  A C O O R D I N A T E D  A P P R O A C H  T O  

R E S O L V E  R E G I O N A L  F I S H E R Y  P R O B L E M S .  W E  L O O K  T O  F U R T H E R  W O R K  

W I T H  T H E  A .  D .  F. A G .  I N  P L A N N I N G  A M )  R E V I E W I N G  P R O P O S A L S  

F O R  O U R  A R E A  A N D  T A K E  A V E R Y  P O S I T I V E  V I E W  O F  S U C H  J O I N T  

P L A N N I N G  E F F O R T .



P R I N C E  W I L L I A M  S O U N D  A Q U A C U L T U R E  C O R P O R A T I O N  S U P P O R T S  T H E
■ ■ ■ ■■■ «']9p^rP | P > P 4 H I I

P O W E R S  T O  C R E A T E  A  S A L M O N  E N H A N C E M E N T  A U T H O R I T Y  A S  A  N E C E S S A R Y

T O O L  T O  R E C E I V E  F E D E R A L  S U P P O R T  A ®  I N  T H E  F U T U R E  R A I S E  M O N E Y  

T H R O U G H  B O N D I N G  A U T H O R I T Y .  T H E  P O W E R  T O  C R E A T E  A S A L M O N  

E N H A N C E M E N T  A U T H O R I T Y  W I L L  H E L P  U S  T O  B E  A S E L F  S U S T A I N I N G  

H A T C H E R Y  S Y S T E M  A N )  N O T  B E  A  B U R D E N  O N  E I T H E R  T H E  S T A T E  O R  

F E D E R A L  G O V E R N M E N T .

T H E  R E V I S I O N S  T O  T H E  L O A N  B I L L  N E C E S S A R Y ,  E S P E C I A L L Y  

T H E  F O R G I V E N E S S  O F  P A Y M E N T S  O F  I N T E R E S T  A I D  P R I N C I P L E  F O R  T H E  

F I R S T  S I X  Y E A R S .  T H I S  I S  N E E D E D  A S  F O R  T H E  F I R S T  T W E E  F I S H  

C Y C L E S  T H E  E C O N O M I C  R E T U R N  I N  S U C H  A R E N E W A B L E  R S O U R C E  C A N N O T  

B E  C O U N T E D  O N  A S  A  S U R E  M E T H O D  O F  L O A  N R E P A Y M E  N T .

T H E  O R G A N I S A T I O N A L  G R A N T S  S H O U L D  B E  A V A I L A B L E  T O  A L L  

R E G I O N A L  H A T C H E R Y  G R O U P S  S O  T H A T  T H E  F O R M A T I O N ,  O R G A N I Z A T I O N A L  

A N D  E D U C A T I O N A L  C O S T S  C A N  T H E  S H A R E D  A N D  M O T  B E  A N  E X C E S S I V E  

B U R D E N  O N  T H E  R E G I O  N A L S  C C R P O R A T I O N .

I N  C O N C L U S I O N  W E  F E E L  T H A T  T H E  S l J P F O R T  T H A T  T H E  S T A T E  O F  

A L A S K A  A F F O R D S  T H E  R E G I O N A L  H A T C H E R Y  C O R P O R A T I O N S  W I L L  C O M E  

B A C K  T O  T H E  S T A T E  O F  A L A S K A  T H R O U G H  T H E  B E T T E R M E N T  O F  T H E  

C O M M O N  PR O P E R T Y  F I S H E R Y ,  G R A T E R  E M P L O Y M E N T ,  A N D  G R E A T E R  I N ­

V E S T M E N T  B Y  F I S H  P R O C E S S O R S  I N  A L A S K A .  W E  A R E  S T R I V I N G  T O  

B E  A S E L F  S U S T A I N I N G  S Y S T E M .  T H I S  N E X T  M O N T H  W E  W I L L  R E L E A S E  

O L R  F I R S T  1 0  M I L L I O N  F R Y  F R O M  O U R  F I R S T  H A T C H E R Y .

I F  Y O U R  C O M M I T T E E  H A S  P R O B L E M S  W I T H  T H I S  B I L L  T H A T  W O U L D  

D E L A Y  P A S S A G E ,  P L E A S E  L E T  U S  K N O W  A W E  W O U L D  B E  W I L L I N G  T O  

O F F E R  T E S T I M O N Y  A N )  E X P L A I N  O U R  V I E W S .  S I N C E R E L Y ,

P R I N C E  W I L L I A M  S O U  N) A Q U A C U L T U R E  C O R P O R A T I O N  

M A R K  K A Z A Z E A N  G E N E R A L  M A N A G E R



N O N - P R O F I T  H A T C H E R Y  P R O G R A M  

Under Present L a w  As A m e n d e d  by HB 264

The p r e s e n t  concept calls for the creatio n of regional w i d e  n o n­

profit corporati ons throughout  the State of Alaska. Presently, 

one exists at Prince W i l l i a m  Sound, and a secord r e g ional  c o r p o r­

ation for Southern S o u t h e a s t  Alaska, from P e t e r s b u r g  south to the 

C a n a d i a n  Boarder. T h o s e  r e g ional corporation s are q u a l ified under  

the p r e s e n t  Non-Profit H a t c h e r y  Program. The C o m m i s s i o n e r  of the 

A l a s k a  D ep artment of Fish &  Game q u a l ifie d the structure of the c o r p­

orati o n s  in light of A S 1 6 .10.380 w h i c h  states that the c o r p o r a t i o n  

m u s t  be b r o a d  b a s e d  in its b o a r d  of directors and encompass all of the 

user groups w i t h i n  the area including  commer cial fishermen, processo rs 

sport fishermen, s u bsistance fishermen, m u n i c i p a l i t i e s  and other user 

group entities.

The e s t a b l i s h m e n t  of such a r e gion into a c ohesive functional unit r e­

quires an immence amount of energy, time and money. The above m e n t i o n­

ed user groups have never in h i s t o r y  been u n i t e d  together. In the 

S o u thern Southeast Region over 30 to 40,000 dollars has been expended 

in o r g a n i z a t i o n a l  and p l a n n i n g  efforts. Pr ima r i l y  to inform the f i s h­

ermen w i t h i n  the area of the basic concept, what is possible, why 

hatche r i e s  should be built, who should buil d them, the economics of 

doing so, the r e quirement  of an assessm ent upon the fishermen to help 

pay for it, and various other matters.

A S 1 6 .10.510(9) O r g a n i z a t i o n a l  and Plann i n g  Grants

HB 264, A S 1 6 .10.510(9) provi des for additio nal grant monies for further 

o r g a n i z a i t i o n a l  effort on the human level and also to begin site p r e­

par a t i o n  and site selection so that some pilot projects can be commenced.



N o n - P r o f i t  Hatcheries 
M a r c h  10, 1977 
Page 2

An A s s e s s m e n t  P r o g r a m  

The next step in e s t a b l i s h i n g  the p r i v a t e  n o n - p r o f i t  co rpo r a t i o n  

is to m o v e  from the o r g a n i z a t i o n a l  p l a n n i n g  stage into site selection 

and also an a ssessm ent p r o g r a m  for the fishermen. A S 1 6 . 1 0 . 5 3 0 (e) is 

a n e w  s e c t i o n  p r o p o s e d  by HB 264. This establishes and sets up a 

r ather d e t a iled and e x t e nsiv e m e a n s  of e s t a b l i s h i n g  an assessment 

w i t h i n  a qualifi ed r e g i o n a l  association. At this point, the regional 

b o u n d a r i e s  have been established, the initial b o a r d  of directors has 

b e e n  c r e a t e d  and the C o m m i s s i o n e r  of the Dept, of Fish & Game has 

a u t h o r i z e d  that c o r p o r a t i o n  to represe nt the area w i t h i n  its boundaries

The present law allows for two d i f f erent means of arrivi ng at an assess 

m e n t  on the fishermen. One under sect ion A S 1 6 . 1 0 . 5 3 0  and one under 

section A S 1 6 .10.540. The P rince W i l l i a m  Sound C o r p o r a t i o n  has opted 

to establish, is asse ssment under section 540, p r i m arily based upon 

the inherent make-up of their area prior to the n o n - p r o f i t  hatchery 

legislation being introduced. The y have a very cohesive m a r k eting 

a s s o c i a t i o n  to which most fishermen in that area b e long to. That is 

very dif ferent from the experi e n c e  in S o u t h e a s t e r n  and other parts of 

Al a s k a  w h e r e  there is no c o h esive  unit to w h i c h  most of the fishermen 

in the area belong to.

A S 1 6 . 1 0 . 5 3 0  provides a means b y  w h i c h  the fishermen in the area e n c o m­

passed by the regional c o r p o r a t i o n  can decide w h e t h e r  to impose an 

as s e s s m e n t  upon all of the fishermen, Basicly section 530 states that 

if the Regional C o r p o r a t i o n  follows the p roceedur es o u t lined in 530(e) 

and a m a j o r i t y  of the limited entry permit holders which part icipate



N on-P rofit Hatcheries 
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in the fishery within the b o u n d a r i e s  of the corporation, vote to 

have an assessment imposed u p o n  their gr ss income, then that a s s e s s­

ment w i l l  be imposed u p o n  the gross income of all of the fishermen 

who p arti c i p a t e  in the fishery  in that area. The reason b e i n g  that 

the aoney will go towards the c o n s t r u c t i o n  of hatcheries w i t h i n  the 

regional area w h i c h  w i l l  p r o d u c e  fish for the benefit of all of the 

fishermen in the area.

HB 264 also amends the law r e g a r d i n g  p a r t i c i p a t i o n  w i t h  the State 

Dept, of Fish & Game in d r a w i n g  up a c o m prehe nsive plan for the i m­

plem e n t a t i o n  of the n o n - p r o f i t  h a t c h e r y  p r og ram w i t h i n  each regional 

area throughout the State. The present law calle d for the development 

of the compr ehensive plan and HB 264 further defines the language and 

sets up a regional plan n i n g  team com po s e d  of departme nt p e r s onnel and 

p ersonnel from the regional c o r p o r a t i o n s  to develop a plan and such 

plan w ould then be subject to a p p r o v a l  by the C o m m issioner of the Dept, 

of Fish &  Game.

Financing Opportunities 

AS 16 .10.520(b) 100% Loan Financing

The remainder of HB 264 deals w i t h  the financing structure and op- 

oprtu n i t i e s  for the r e g i o n a l  c o r p o r a t i o n s  to begin to develop a viable 

hatchery program. AS1.6.10. 5 2 0 (b) is deleted from the present law. That 

provision provided that the State w o u l d  lend up to 75% of the total 

project costs as deter m i n e d  by the Commissioner. Such a loan cannot 

exceed three million d o l lars per h a t c h e r y  as limited in A S 1 6 . 1 0 . 5 2 0 ( a ) . 

It has been the e x perience of the r e g ional  corpor a t i o n  in P r ince  

W i l l i a m  Sound and the regio nal c o r p o r a t i o n  in Southern Southeast Alaska
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N o n - P r o f i t  H a t c h e r i e s  
M a r c h  TO, 1977 
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that it is near impossi ble to come up w i t h  25% of the cost of 

b u i l d i n g  a p r o d u c t i o n  size f a c ility w i t h o u t  time delays of m a n y  

years. The e s t i mated cost for such a facility is 2 to 4 m i l l i o n  

d o lla rs w h i c h  means front m o n e y  of 500,000 to 1 m i l l i o n  dollars. To 

this date the S o u t h e a s t e r n  R e g i o n  has not been able to raise that type 

of m o n e y  t h rough the private industry sector. Total annual assessment 

of all expenses is 350,000 dollars.

The second factor in b e g i n n i n g  one of these types of facilities on loan 

m o n e y  less than 100%, is the fact of the u n c e r t a i n t y  of the venture. 

There is a long lag time before the possible return of any m o n e y  through 

surplus fish b a c k  to the hatchery, po tent i a l l y  6 to 10 years. Since 

h a t c h e r i e s  are n o n - p r o f i t  entities it is difficult to g e n erate capital 

from n o r m a l  outside private sources w h e n  there is no po ssib i l i t y  for 

large profits.

A s s e s s m e n t s  from fishe r m e n  are not large enough to finance a viable 

h a t c h e r y  program. A 3% a s s e s s m e n t  on gross income of fish caught 

w i t h i n  the b o u n d a r i e s  of the Southern Southeast Regional Aquacu l t u r e  

Assoc, over histor ical catch periods range from 200 to 4 0 0,000 dollars 

per year. That is not a s ufficient amount of m o n e y  to p a r t i c i p a t e  in 

the p r ese nt loan p r o g r a m  and at the same time provide o p e r a t i n g  capital 

to run a h a t c h e r y  p r o g r a m  on an area wide basis. If a ssessment m onies 

a r e  tied up as front money for the loans, they are u n a v a i l a b l e  for 

o p e r a t i n g  costs to run the hatcheries. The h a t c h e r y  p r o g r a m  w o u l d  be 

d e l a y e d  up to two years while  the assessment monies w o u l d  be coll ected 

in a bank account in order to come up w i t h  enough m o n e y  to front end the 

loan program.
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A S 1 6 . 10.510(8) Deferment of P r i n c i p l e  & Interest

The p r esen t law, A S 1 6 .10.510(8) as a m e n d e d  by HB 264, defers payment 

on p r i n c i p l e  and interest for loans from the State up to a p eriod of 6 

years and states that interest shall not accrue on those loans during 

that 6 year period. That p r o v i s i o n  is n e c e s s a r y  due to the fact 

there m a y  be no r e t u r n  to the h a t c h e r y  for a 6 to 10 year period

and th erefore no m o n e y  to m a k e  payment s on the loans. If hatch e r y

c o r p o r a t i o n s  must set aside a s s e s s m e n t s  as collateral to repay loans 

they w i l l  be u n a b l e  to b u i l d  m o r e  than one hatchery.

For the p r i v a t e  sector v e n t u r e  to succeed we have to look down the

road for a twenty or thirty year p e r i o d  and look for methods and means 

by w h i c h  to i n s t i t u t i o n a l i z e  the r e g i onal no n-pr o f i t  corporate concept 

and their financing. In order to enable the regional corpo ration to 

u n d e r t a k e  the job or r e b u i l d i n g  the salmon runs, they must have a 

f i n a ncing base. The c o r p o r a t i o n  m u s t  have access to the assessment 

m onies for the o p e r a t i n g  revenues of the regional corporation itself 

to create strong and v i a b l e  o r g a n i z a t i o n s  and to continue to site and 

develop  m o r e  hatcheries.

A S 1 6 . 10.600 - Creat i o n  Of R e g ional S almon Enhancem ent Aut hority 

The bill f r o m  page six to the end of the bill deals w i t h  the creation 

of a r e g i o n a l  salmon e n h a n c e m e n t  a u t h o r i t y  and gives that authority 

a q u a s i - p u b l i c  status. The p u rp ose of that p o rtion of the bill is 

to a l l o w  the r e g i o n a l  c o r p o r a t i o n  the option of forming a regional 

salmon e n h a n c e m e n t  a u t h r o i t y  and o b t a i n i n g  a q uasi-public status for 

o p e n n i n g  up g r e a t e r  o p p o r t u n i t i e s  for financing from sources other 

than the state revenues. P r i m a r i l y  this is to become elegible for
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F e d e r a l  E c o n o m i c  De velo p m e n t  A u t h o r i t y  grant monies, EDA. The 

P r i n c e  W i l l i a m  Sound Regional A q u a c u l t u r e  group recent ly had an 

e x p e r i e n c e  in w h i c h  they w e r e  eligible for a substantial amount 

of gr ant m o n e y  from E D A  under a certai n p r o g r a m  if they w e r e  able 

to q u a l i f y  as a q u a s i - p u b l i c  organization. There are also other 

p r o g r a m s  p r e s e n t l y  in the Congress w h i c h  are b e i n g  in vest i g a t e d  at 

this time w h i c h  e l i g i b i l i t y  m a y  r e q u i r e  a quasi-p'ublic status.

It should be n o t e d  that in no w a y  is the state encumb e r e d  financ i a l l y  

by the e s t a b l i s h m e n t  of such an authority. S p e c i f i c a l l y  A S 1 6 . 1 0 . 6 9 0  

on page 15 of the bill, it is stated that 'the credit of the state 

is not p l e d g e d . 1 It should be noted that this bill is identicle to 

SB 39 w h i c h  has p assed out of the Senate R e s o urc es and is in Senate 

C o m m e r c e .



PRIVATE SECTOR

SA L M O N  E N H A N C E M E N T  AND R E H A B I L I T A T I O N  IN A L A S K A  
J.N. Milnes SSRAA

THE PROBLEM:

The a nnual h a r v e s t  of salmon in A l a s k a  has been steadily 

d e c l i n i n g  since 1936 and is in a severe state of depress ion 

in this decade. The following chart il listrates those facts:

A L A S K A  SALMON H A R V E S T  
(in thousands of fish)

30 year consecutive' 1960-1975 1973-1975
h i g h  (average Harvest) (average harvest) (aV&£3gQ ha£V@§tQ

S O U T H E A S T E R N  38,200 

P R I N C E  W I L L I A M
S OUND

COOK INLET

K O D I A K

C1IIGNIK

B R I S T O L  BAY

A R C T I C - Y U K O N  
K U S K O K W I M

8 , 0 0 0  
4 , 1 0 0

10.700 

9,900

15.700 

800

14,862

4,575

3,422

7,513

4,483

9,067

845

8,118

3,509 

2,423 

2,339 

1,679 

3,304

2,309

S T A T E W I D E  ~ S T 7 3 0 0  45,108 23,111

Source: A l aska Department of Fish and Game
A m e r i c a n  Fisheries Institute S peec h 
Cordova, March, 1976
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This is very comparable to a forest which has been harvested 

but not replanted or permitted to reforest itself. The salmon 

as a renewable resource simply has not been renewed.

The decimation of the resource has resulted in the decimation 

of the[salmon industry so that it no longer has the capital 

to rebuild itself. Nor does the industry have the cohesion 

to create industry organizations whose role it would be to 

rebuild the salmon runs.

Technology exists to correct this problem. It has to be 

tried in Alaska and corrected to fit the Alaskan biology.

Hatchery technology has been well established in the Northwest 

for many years in Oregon, Washington, and British Columbia. 

Those states have embarked upon programs of immense investments 

to further utilize the salmon resource. Oregon has 'anted 

the right to private-profit based hatcheries, the most major 

effort being made by the Weyerhauser Corporation, who intends 

to release 25,000,000 Coho smolt by 1978 and ultimately

85,000,000. Washington state has planned several hundred 

million dollars fo^ salmon enhancement, as has British 

Columbia.

Overseas, Japanese hatcheries are releasing 1,000,000,000 

fry annually and intend to increase that to 1,500,000,000 by 

1985. Russia has a similar program.



Alaska's current production of hatchery salmon is miniscule 

by comparison.

Besides a reliance upon hatchery production, Alaska also has 

a tremendously cheap resource in its abundant streams which 

once provided the rich harvests of 30 years ago. However, 

fishery resource management techniques have lacked the precision 

to adequately control the decline of the salmon run.

Stream rehabilitation and significant improvement in management 

also offer a high leverage correction to this loss.

THE APPROACH TO A SOLUTION 

The people of Alaska consider this subject vital to their w e 1x- 

being and to the well-being of the future of the state. It is 

a renewable resource currently employing thousands of fishermen 

and consequently supporting tens of thousands of individuals. 

Furthermore, it can be increased in its capacity to support a 

stable population and the supply chain which feeds it.

As a renewable resource, it is one of the prize possissions of 

the state of Alaska.

One strategy of "fixing" the current loss of resource is for 

the state of Alaska to have its government department build an(j 

run hatcheries and do the whole job of rebuilding the salmon runs.



A second strategy might be for the private sector to take over 

the job.

Since this entire effort is in its infancy in Alaska, such a 

dichotomy is not practical. Alaska must use all the available 

capabilities it has on hand.

Ultimately, it would be desirable for the private sector to

perform this function, as it does in agriculture, and in

forestry. For it to do so, there unfortunately must be govern­

ment intervention to provide the funds and the technology to 

develop the capability of that sector. Once in place, however, 

the private sector would be paying its own way by developing 

revenues and capital to cover the costs of the public admin­

istration (A.D.F.&G.), improved research and development, and 

the operation of the rehabilitation and enhancement programs directly.

Aii objective which might be suggested for this effort is:

To create a healthy industry; one which is profitable, 
and supporting a large stable population in the year 
2000 - providing pleasure in sports fishing, capital
to aid fisheries, and monies to pay its own way.

The means to achieving that require:

- sound financing
- good organisation of experienced personnel
- well developed base of experience
- salmon marketed at a price adequate to deliver profit 

to the people and enterprises in the industry.



The tick to take at this moment is one of getting into a safe 

level of production as fast as possible to obtain the best base 

of experience as quickly as possible. With a project of this 

scale, experience is the vital factor. It reduces costs, it in­

creases productivity, it opens the door to new solutions and 

will accelerate th? program with safety.

However, "scared money" in a situation having so many new 

factors and variables in itself creates problems. So, the 

funding source, currently the legislature, must make itself 

aware of the risks inherent in

- forming new social groups called "Regional Associations"
- operating hatcheries with no prior cost experience
- rebuilding brood stocks to levels adequate to start 

a ipajor enhancement facility
- managing mixed stock fisheries so that native runs 

are not damaged.

it is
In private enterprise, the role of "venture Capital" to 

fund the high risk start-up from its inception through its 

likely commercial success. The capital covers all costs 

associated with the venture - engineering and construction, 

staff, raw materials, equipment, operations and maintenance - 

including interest on short term debt.

Since venture capital is not available in Alaska,... because 

of the NONPROFIT nature of ^he current legislation, the loan 

program provides a means to get started and assures that the 

state of Alaska has its money returned.



This implies that the loans must serve the same purpose 

as venture capital; i.e. assure that there is adequate monies 

available to assure a high probability of success.

Creating self-help financing is not new to government. The 

U.S. government intervened prior to and during the Depression 

in agriculture financing by forming and initially funding the 

Farm Credit System; the P.C.A.;the Federal Land Banks, and the 

Bank for Co-ops.

The following typical kinds of costs associated with operating 

a regional association and a hatchery facility illustrate the 

need for completeness in the financing arrangements.

POSSIBLE SCENARIO FOR SOUTHEAST ALASKA

Using the chart on page 1, a likely goal for Southeast 

Alaska would be to return the salmon to the previous levels 

of 38, 000,000 from the current S,000,000. A gain of

30.000.000 returning salmon would be required.

Assume half of tha". could come from rebuilding the native 

run using management techniques and that the other half of

15.000.000 would be obtained from hatchery production.

Let's also assume that those 15,000,000 salmon were chum 

salmon.



At current prices of $6.00 per adult chum salmon, the 

increased value for 30,000,000 adults would be $180,000,000. 

Everybody hopes the price will hold or inflate in time.

Currently, a hatchery to produce 1,000,000 returning adult 

chum salmon would cost approximately $2,000,000 to construct 

and about $300,000 annually to operate. If all the brood 

stock were available at the time of start-up (which is a 

remote possibility), it would take 3 to 5 years for that initial

1,000,000 to return. More realistically, it would take 8 to 

10 years.

Approximately 207o of the salmon might escape the commercial 

fishery and return to the hatchery,... 200,000 salmon.

55,000 of those would be needed for spawning the next year's 

production; leaving approximately 155,000 surplus fish to be 

sold by the hatchery to cover the cost of operations and 

repayment of the debt. Those 155,000 chum salmon at $6.00 

each would be worth $900,000.

Since each hatchery produces 1,000,000 adult salmon returning 

to the fishery, it would take 15 hatcheries to meet the pro­

duction targets. Each hatchery would need the $2,000,000 for 

construction and 5 x $300,000 per year for a total of 

$3,B00,000 to start up and to reach break-even. 15 of these 

facilities would require $57,000,000 in total capitalization 

to achieve the goal.



If 4 facilities of this magnitude were installed in South­

east, their combined surpluses would generate $2,400,000 

annually in capital... each facility contributing $600,000 to 

the capital pool. These 4 facilities, once they reach their 

full capacity, would become an economic generator which would 

supply the captial for the rest of the region to expand.

So, for an investment of $15,200,000, the Sfcatie of Alaska 

levers its money to a total of $57,000,000 worth of capital, 

ultimately producing $180,000,000 in additional sales.

15 facilities would employ maybe 75 - 100 people directly and 

the harvest of 30,000,000 adults would employ at least several 

thousand fishermen.

The fishermen of the area would have assessed themselves for 

nearly 8 years at 3% of their gross salmon catch, contributing 

nearly $1,000,000 per year. However, the overhead of running 

a region of that magnitude

- the administration, accounting and legal costs
- the site development costs
- the stream rehabilitation costs

could possibly use half to three-fourths of that assessment, 

leaving little surplus for the repayment of debt or to cover 

the operating costs of the facilities.



THE LEGISLATURE JF THE STATE OF ALASKA 
TENTH LEGISLATURE

FISCAL NOTE

I. REQUEST ut>
Bill/Resolution Me.
Title An Act Relating to Fisheries Enhancement
Requested by Garainer_______________________________________Date March 7 1077

II. FISCAL DETAIL
Agency Affected______ Commerce and Economic Development-.
Program Category Affected Development_______________________
Budget Request: Unit(s) Affected Business Loans_____________

EXPENDITURES (Thousands of Dollars)

FY 77 FY 78 FY 79 FY 80 FY 81 FY 82
.100 PERSONAL SERVICES
200 TRAVEL
300 C O NTRAC TUAL
400 COMMODITIES
500 EOUIPMENT
600 LAND &  STRUCTURES
700 GRANTS. CLAIMS. ETC. 600,000

TOTAL

FUND ING  (Thousands o f  Dollars)

G E N E R A L  FUND 600,000
FEDERAL FUNDS
OTHER (Specify)

POSIT IONS

FULL TIME
PART TIME
T E M P O R A R Y

III. ANALYSIS (See Fiscal Note Preparation Instructions, Section 111)

This would fund the grants t:o three regional hatchery associations at 
$100,000 each for $300,000 total. It also provides $300,000 for the 
additional matching grants from these three regional associations. It is 
not likely there will be more than three regional hatchery associations 
in FY '78, thus $600,000 should fully cover all applicants.

IV. DATE March 7, 1977 p r f.p a RI-d  BY
AGENCY ____

Original: Legislative Finance PHONE _______
cc: Budget and Management

Prime Sponsor (First Legislator Named)

Terry Gardin 
State Represen

‘tv-nm ntev. 10/76)
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