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Nacura.1 Resources Fire Co- ore 1 staff must 

be involved ir. che planning cf areas consi d e r e d  for 

p r ecribec c u m i n *  such as:

sice anc snape c: area 

r.acural fire boundaries

1) 
2) 
3)
-) adjacent values (i.e. timber plantation, 

priv a t e  p r c o e r c y )

5) road locations

6) sho re l i n e  reserves

7) fir e  p r e s c r i p t io n s

5.2.2 Nurs er y  Strait Standards

The M i n i s t e r  s hall provide planting s to c k  meet i n g  the 

s o e c i f i c a t i o n s  outlined in Taole 2 or Tabie 3, or as 

agreed to in the annual plan. (The Annual Plan shall 

s o e c i fy  the species, type [nursery or c o n t a i n e r  

stock], sice class anc site region for the required 

p l a n t i n g  s t o c k . )

The M i n i s t e r  w i l l  provide a list of che ac t u a l  stock 

p a r a m e t e r s  i n d i c a t e d  in Table 2 or 3 for eacr. 

s h ioaert. Prior to the shiomenc of st o c k  that cu e 

M i n i s t e r  deems marginal, the Comoa n y  w i l l  be, asked to 

a s s e s s  its a c c e o c a o i i i r y . The C o m oa n y  m a y  perform 

tests, i n c l u di n g  pressure bomb readings, to d e c e r m m a  

the a c c a o c a b i l i r v  of the stock.
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when the C o m pa n y  has inspected the s t o c k  ac time of 

a r r i v a l  and has signed a receioc, the stock will be 

de e m e d  to have met the specifications. The Comoar.y 
ma y  refuse to ac c e pt  stock where more tha n  15 percent 

do e s  not meet the agreed soecifications on any two of 

che p a rameters listed in Table 2 or 3, or exhibits 

syr.ocoms of p h y s i o l o g i c a l  damage. (A sampling 

pr o c e d u r e  Co assess the ac c e ptability of the shiomenc 

m a y  be soecified in che annual plan.) In the event 

the C o m p a n y  refu s e s to accept a shiomenc, the M i n i s te r  

w i l l  attem p t  co provide suitable reolacemer.t s t o c k  as 

soon as possible.

If a r e g e n e r a t i o n  oroiect is delayed because of the 

u n a v a i l a b i l i t y  of acceptable stock or s e e d , it will 

not constitute n o n - p e r f o r m an c e  by the C o n p a ny  u n d e r  

p a r a g r a p h  40 of the agreement.

Tne M i n i s t e r  w i l l  d e l i v e r  planting stock to a central 

area agreed to by the Comoar.y and the M i n i s t e r  from 

w h i c h  the C o n o a n y  may cra w trees. Tne M i n i s t e r  may 

also d e l e v e r  bare root or container stock to 

p r e - d e c s m a n e d , m u t u a l l y  azreed to, centr a l  field 

locations w i t h i n  the agreement area. VTnen the C o m o a nv

i



accents rececot of rhe trees, ar rhe point of 

d e l i v er y ,  rhe care and handling of rhe planting stock 

becones rhe C o m p a n y ' s  r e s p o n s i b i l i r y .

If rhe C o n o a n y  sire preoares an area, and due ro rhe 

u n a v a i l a b i l i t y  oi suitable stack or seed rhe area has 

ro be sire p r e o a r e d  again, as agreed to in m e  annual 

plan, che M i n i s t e r  wil l  pay for rhe rerreatnent at rhe 

races set our in Schedule "2".

5.2.3 T e n d i n g

As scared in T a bl e  1, cending • 1 be , ; T i e d  our as

r e q u i r e d  be f o r e  co n oe c i r i o n  i feres w i t h  growth and

s u r v i v a l  of conifers. The te g nay involve one or

n o r e  t r e a t m e n t s  or types of t r e a t m e n t s . Where tending 

to m a i n t a i n  gr o w t h and survival is r e o uirec after 

F r e e - t c — Crow status is reached, it w ill be ac che 

C o n p a n y‘s expense.

The p a r t i e s  agree, in the event that aoorooriare 

h e r b i c i d e s  are nor, or cease to be, licensed for 

f o r e s t r y  u s e  in Onrari j , the C o n o a n y 's o b l i g a t i o n  to 

tend if n e c e s s a r y  w i l l  no longer hoid. On areas w n e r s  

r e g e n e r a t i o n  has a l r ea d y  been initiated, the C o n o a n y  

w i l l  not be r e c u i r e d  to retreat failures if such a 

f a i l u r e  is ag r ee d  co be the result of u n a v a i l a b i l i t y  

of s u it a b l e  herbicides. On areas where r e ge n e r a t i o n 

has noc b een initi a t e d ,  the M i n is t e r  reserves the 

r i g h t to r e f u s e  to aoprove any treatment, and shall 

noc r e q u i r e  the C o m o a n y  co treat sires w n e r e  rhe 

r e g e n e r a t i o n  m a y  be expected ro fail if tending cannot 

be d o n e  because of che lack cf suitable herbicides.

G e n e r a l l y ,  " t e n c l n g "  refers to chemical rending. If 

the use of c h e m i c a l s  for tending is restricted 

m e c h a n i c a l  t e n d i n g  may be substituted. Comoer.sation 

for s i l v i c u l t u r a l  treatments that are not sec our in 

Schedule. "D" of rhe Agreement will be negotiated 

before the annual plan is aporoved.

5.3 N o n - T r e a r a b l e  P r o d u c t i v e  Forest

Areas at least 3 h ec t a r e s  in sire w h i c h  have been 

a l l o c a t e d  for h a r v e s t i n g  in rhe o p e rating plan, or are 

d e p l a c e d  for o c h e r  reasons in che op e r a t i n g  plan 

period, m ay  be clas se d  as non— treatable by m u t u a l  

a g r e e m e n t  between the Comoar.y and the Minister. Tr.ey 

w i l l  be i d entified in the annual plan and w i l l  be

Ar. area may be considered as n o n - ..eatable w here 

e x t r e m e s  in cooography, shallowness of soil, e xc essive 

rock, poc r  d r a i n a g e ,  or inaccessibility mak e  ir 

u n e c o n o m i c  or imorac r i c a l ro treat.

!
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These areas will be assessed in the firth year after 

h a r v e s t i n g  or ocher d i s t u r b a n c e s , to determine the 

w o r k i n g  grouo or w h et h e r  tie areas m e e t  mini m u m 

s t o cking standards as outlined in Table 1.

6. R Z C Z”E?J-.TI3N ASSI.cSMZMT

T h e  M i n i s t e r  w i l l  do the f ifth year s t ocking assessaer.t for 

areas t r e a t e d  by the M in i s c e r  if requested by the Conoany.

On areas w h i c h  are o b v i o u s l y  above, or are p l a i n l y  b e l o w  the 

a i n i a u a  st o c k i n g  standards, a visual i n sp e c t i o n  a a y  be used.

On areas w h e r e  stocking apoears to be a a rginal, a foraal aethoc 

of a s s e s s a e n c  wil l  be carried out. The foraai ae t h o c  w i l l  be 

in a c t o r d a n c e  wit h  the M i ni s t r y  Forest Ma n a g e r e n c  I ncarnation 

Syscen.

Areas s c a l i e r  than 8' hectares in any one s i l v i c u l t u r a l  project, 

w i l l  n o t be subnirred for recreacaent or for e n t r y into che 

i n v e nt o r y .

7. AR I A  D I T I R M I MATT C F O R  PAYMENT

The sane a rea figure used co record s i l v ic u l t u r a l  t r eatment 

w i l l  f o r a  the basis for payment. N o r e a l l y , any un treated areas 

cf a or e  than 2 hectares w h i c h  are i de n t ifiable on a aa o  anc 

w i t h i n  the b o undary of the created area, will noc font cart of 

the g ross a rea and wil l  not corn part of tne area cor p a y m e n t .

8. INVOICING

Far e a c h  o n g o i n g  s i l v i c u l t u r al  project, che Conoa n y  aay subnet 

an i n v o i c e  to the M i n i s t e r  no nore f r equently cnan every two 

weeks. ,y

On c o n n i e t i o n  of a s i l v i c u l tu r a l  project, a uao (scale 

1:15,3^0) s h o wi n g  the area will be submitted to the Crown 

r e p r e s e n t a t i v e  and wi t h i n  two weeks o r e c e i v i n g  this car he 

wil l v e r i f y  that the nao is accurate or, in conjunc t i o n  with 

che C o n o an y ,  revise che area to a m u t ually agreeable figure, 

when a g r e e n e n t  has been reached, a final invoice for that 

p r o j e c t  w i l l  be forwarded to the Minister.

U pon c o n n i e t i o n  of a road or section of a road, the Crown 

r e p r e s e n t a t i v e  and the Conoa n y  will cjnduct a joint i n s p e ct i o n  

oi che road o r  section of road after w h i c h  a final invo i c e  will 

be s u b mi t t e d  co the Minister.

Roads that have beer, conolecad ir. any year except gravelling, 

will q u a l i f y  for eighty percent cf that year's subs i d y per 

k i iocecre. »*hen grave l l i n g has been conoieted in the following 

year, a final payment will be nade of t we n t y  percent of that 

year's s u b s i d y  per kilometre as stated ir. the annual plan for 

chat class of road.
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Wit h  some s i l v i c u l t ur a l  ora cc i c e s  ir say be n e c es s a r y  to leave, 

fell, or ro remove iron rhe sire bur r.or u: ' 03V

scuncage charges on c e r t a i n  rrees. Such leaving or fel'inr 

could be ir.rerorerec as v a s r e f u l  pr;n. rices under rhe Crown 

Tinoer Acr. In such c i rc u m s t a n c es  ir should be r e c o g m c e d  

rhe inrenr is to improve che yield of commercial species ar. 

not ro cont r a ve n e  che p r o v i s i o n s oi rhe Acr. Such actions 

shall be specified, if possible, in rhe operating plan and no 

later than in rhe annual plan.

1C. CONE C O L L E C T I O N

If rhe C o c o a n y  elects to u n d e r t ak e  a cone collection prog r a m  ro 

provide soce or all of the seed for m e  Forest in- addition ro 

the M in i s t e r ' s  own p r o g r a m  on the agreenent area, the Minister  

will pay the Conuany ac che di s trict cone rates then cur r e n t l y  

in effect. Tie q u a n t i ty  of cones to be collected will be 

i dentified in the annual plan. The Minister will be

resoonsible for the cost of t r a n s o o r t m g  (free designated 

central location), e x t r a c t i n g  and storing seed collectec by m e  

Conoany and will issue s o e ciiic Conoany seeo source nunbers.

The Conoar.y w i l l  have first rights co seed c o l lected ir.

soecific stands i centified in the arr.ual oian. In addition, 

the Conoar.y will have first ri g h t s  to any seed identified u nder

the C o n o a n v  seed source nunbers.

3AI
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It is agreed that c e r t a i n  areas nay be set aside for 

e x n e r i n e n c a l  studies of r e g e n e r a t i o n  technicues for chi ourocse 

of tree i n o rc c e m e n t  o r o grans such as seed collection areas or 

seed orchards.

3
1

J

These pr o g r a m s  car. nake v al u a b l e  contributions towards 

a c hieving the o b jectives of tne forest nanazener.c a g reenent and 

should be encouraged. The areas involved nay be or. the nose 

accessible ar.d nore fertile sites and will be agreed to by both 

parties ac the tine they are required. Areas designated as 

'Research or Tree Inprovener.c Areas' will not be considered 

w i t h d r a w a l s  u nder p a r a g r a p h  31 of the agreenenc.

II. F O R E S T R Y O P E RA T I O N S  O N  M I N I N G  CLAIMS

T h r o u g h o u t  the a g reenent area  tracts of productive forest land 

have bee n  scaxec or leasee for rir.ir.g potential. Should the 

Conoany undertake f o r e s t r y  activities on any nir.ir.g leases or 

c l a i n s , it is agreed that the Conoany will assume full 

re scons ib ili ry for all d a m a g e s  co mining clains as a result of 

forestry activities on these areas and will hold the M i n i s t e r  

free fron any damages fron Cono a n y  activities.

13. EXCLUSION'S

Ihe C o n o a n v  shall have tne right or n r s t  recusa_ to any

a

ft 
11



timber w h i c h  a a y  be produced froa lands -hior. have beer, 

excluded froa rhe agreement area and cescribed in Schedule ". 
as "all reserve areas srioulared and snawri coloured red on 

forest stand aaos preoared by the Ministry of Natural 

Resources, Tiaoer Sales Branch, copies oi w h i c h  said aaos v i ' 

be p r o vided to the Coapany upon execution of the a g r e e m e n t . "

1 ** • •— •«» J  >>* » ••• « thl* >1*0* B • mAUm M b< *Wl1

This A.N.S.I. has bee n identified to provide r e p r e s e n t c i o n  of 

earth and life science features associated w i t h  Land s c a o e  Unit 

21 - Lac Seul M o r a i n e  (Bluffy Lake Portion) and the C e n t r a l 

boreal forest region. This area is being d e s i g n a t e d  as an 

exc lu s i o n  for the initial five year period of the agreenent to 

further a llow for additional pars inventory and analysis w o r k  

in o rder to better define park values. A f t e r  chis initial five 

year period, an area to a n a x i n u a  of a pp r o x i m a t e l y  3S,900 

hectares na v  be re t u r n e d  to the (Trout Lake Forest) land base.

There w ill be no cut tint w i t h i n  the area d u r i n g  the initial 

five year tern of the agreenent.

IS. M 0 L I 7 T Z T  MAUAGIMZI.'T ARIAS ( M . M . A .’s)

(1) The M i n iscer, in consultation with the Conoany, will 

i d e n t i f y  and d e l in e a t e  on F.R.I. Forest Stand Maos (scale 

1:13,310) d u r i n g  the preoar a ti o n  of each Five Yea r  O p e rating 

Flan, those areas w h i c h  are to be nar.aged to nee t  o bjectives 

o t h e r  than or in addition to wood fibre production.

It is i n t e n d ed  that w here possible, sone f o m  of h a rv e s t i n g  and 

r e g e n e r a t i o n  w i l l  be carried out in Modified M a n a g e n e n t  Areas. 

The h a r v e s t i n g  and r e g e n e r a ti o n  cschr.icues w ill be d e s igned to 

ac c o m m o d at e  both the initial and return cuts w h e r e v e r  possible.

(2)(a) For eac h  of those areas, the M i n i s t er  will c l a s s i f y  and 

state the m a n a g e m en t  objectives and develop specific 

p r e s c r i p t i o n  in the f a llowing manner;

(i) Areas that the Comoar.y w i l l  be allowed 

to harvest at the time of the init i a l  

c u t .

(ii) Areas tha: 

to harves:

che comoany w i l l  be allowed 

at a future dace, i.e. leave 

areas. Depending on condi t i o n s  such 

areas m a y be reclassified as no h a r v e s t  

areas ac che Comoanv's oocion.

(iii; Areas that che Como a n y w i l l  noc be 

allowed co harvest, i.e. no harvest 

a r e a s .

(b) , M . A . 's that fall into C ) ( a ) ( i i ) ,  shall be

!j
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; accompa n i e d  by either; a specific time l i m i t a t i o n , or a heigr.c

-I r e q u ir e m e n t  for cutover immedia t e l y  adjacent to the leave area.

When the oresc r i p t i o n  for each soecifit leave area has been 

attained, the leave area w i l l  a u t o matically become eligible for 

j  harvest#

■=3

4 ' * 9

„  (c) All M . M . A .’s that fall into (2)(a)(iii) w i l l  be recordec

d  ir. the d e p l e t i o n  ledgers as " R e s e r v e " . These areas wil l  retain

their 7 . R . 1. tyre des i g n a t i on ,  however, their o w n ership code 

w- ‘,1 change from 1 (i.e. C rown Land) to 7 (i.e. R ec r eational 

R e s erve). In Chis m a n n e r  these areas w ill noc form part of the 

-4 calcu l a t e d  a l l o w a b l e  cut base on recalculation. The total no

harv e s t  area w i t h i n  each operating plan period will not be used 

in ,’.he cal c u l a t i o n  of l i q u i d a te d  damages as d e s c r i b e d  ir. 

p a r a g ra p h  20 of the Agreement.

(3) A n y  a l t e r a t i o n  or reclas s i f ic a t i o n  of M . M . A . 's ir. the 

Annual Plan, from that s hown in the O p e r a t i n g  Plan, will 

require agreement between tne Minister and the Comoany. 

F u r t hermore, no M.M.A. can be reclassified into a with d r a w a l 

except;

1

a
-4

4

(i) W h e r e it's immediate use puts it under 

-i the U.C.L. category.

■i

-l

1■j-a

(ii) Where it is mutually agreed to by the 

M i n i s t e r  and cne Cocoar.v,

^ (ili) Where land becomes a l ienated for ether

uses.

i (l)(a) m .w .a .' s are establ i sh e d  on all k nown significant

sh oreiands and otr.er areas identified on m aos at a scale cf 1" 

•i - 2  m i le s  provided to the C o m o a n y  before the time of signing o;

the P.M.A. These M . M.A.'s identified comprise ap p r o x i m a te l y

13.1 percent of che total productive lane of che Coni fe r  

W o r k i n g  Groups and 22.1 percent of the total produ c t i v e  land, 
c the H a rd w o o d  W o r k i n g  Groujs.

(b) A d d i t i o n a l  M.M.A.'s n o t  identified at the time of signing 

4 wil l  be d e l i n e a t e d  as per Sect i o n  15(1) during the p reoaration

i of the O p e r a t i n g  Plan.

] (c) If the tot.l area of M.M.A.'s delineated as per Section

| 1(b) exceeds the product of five times five percent of the

A.A.C. of the Cor.ifer W o r k i n g  Grouo or five times five percent 

j oi the A.\.C. of che Hardwood Working Group c al c u l a t e d  for the

] O p e r a t i n g  Plan Period, the M i n i s t e r  shall;

(i) Reduce the area of M . M . A . ' s  d e s i g n a t e d  in

■' • che O p e r a t i n g  Plan so that it does not

exceed five times 5 percent of the A.A.C.

* o r ^ c h e  Conifer Working Group or five

times 5 percent of che A.A.C. of cr.e

IX
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H a r d w o o d  W o r ki n g  G o u c , or;

(ii) Ii r e c u e s c e d  by che Conoar.v, w i t h d r a w  rhe 

area in excess of five tines 5 percent oi 

the A.A.C. oi the C o n i f e r  Working G rouo 

or five tines 5 percent of the A.A.C. oi 

the H a r d w o o d  Work in g  Group a c c o r d i n g  to 

p a r a g r a p h  31 oi che Agreenenc.

F u r t n e m o r e , the C o a p a n y  shall be offered 

t he right oi first r ef u s a l  or. any woo d 

froa a n y  lands so with d r aw n .

(d) Where in soec i a l  instances an individual area oi 2.0 ha. 

or less is r e s t r i c t e c  iron h a r v e s t  by the M i n i s t e r  far uses 

ocner than w o o d  p r o d u c t io n ,  che Conp a n y  snail noc recuesc that 
the area be '"herawn.

(e) Norwich star.. g the i nr anc oi (l)(c), the C o n o a n y  and che 

M i n i s t r y  by n u c u a i  agr e e n e nc  a a y  allow su b s t i t u t i o n  areas fron 

one W o r k i n g  G rouo to another.

(3) Far a c e r t a i n  O o e r a c i n g  F l a n  K h r i o d , che total M.M.A. area 

aay exceed the s p e c i f i e d  p e r c e n t a g e s  due to agreed soeciai 

c i r c u n s z a n e e s , but there oust then be reduct i o n s  to chis 

percent in subseouer.t O p e r a t i n g  Plan Periods so chac the 

perce n t a g e  a g r e e d  to h e r e i n  is not exceeded o v e r  the twenty 

year a g reenent period.

(5) The c a l c u l a t i o n  of ’.the area co be d e s i g n a t e d M . M . A . 's 

Section 1(b) s hall incl u d e  ail areas to be left uncut anc cut 

and shall r e f e r  o nly to areas w i t h i n  star.es a l located for 

harve s ti n g  in the current O p e r a t i n g  Plan Period.

(7) Where any f o m  oi n o d i f i e d  cutting is pr o oosed by the 

Minister w i t h i n  an M.M. A . ,  it s hall be ac the sole option oi 

the Conp a n y  to carry out such cutting. If the C o n o a n y  elects 

noc co do such cuccir.g, -the C o n pa n y  shall be o f f e r e d iirsc 

right of refu s a l  co p u r c h as e  any voiunes of woo d  n a r v e s c ed  iron 

che area.

(3) Conner.sacior. for s i l v i c u l t u r a l  creacner.cs w h i c h  nay be 

required for the M.M.A. and are not set out in Schedule "0" oi 

the Agreenent w i l l  be n e go t i a t e d  before the An n u a l  Plan is 

a p p r o v e d .

lo.

As the initial two years oi the agreen e n c is  a p h a s e - i n  period, 

it is a o p r o p n a t e  to d ef i n e  m e  status oi the p h a s e - i n  

conoonenrs. The o ' n a s e - m  period will effect pl a n t i n g  of
.. 1 7

outlined below:
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j

ii

a!
isj Bare Root Stock C o n t a i n e r  S:oc<

rear
Company M i n i s t r y  Company

cf Trees T  f> of Trees T  ?,* cf Trees 7. “ of Trees

1. 193- 100 l a c ,OQC 0 0 80 1,325,000 20 250,000

2. 1933 50 800,000 50 850,000 0 0 100 1,100,000

: 3 * 1986 0 0 100 2,200,000 0. 0 100 1,100,000

The l o c a t i o n  cf the areas far both Cono a n y  and C r o w n  planting 

d u r i n g  she 2 year P h a se-In Period will be m u t u a l l y  d e c i d e d on 

and d e s i g n a t e d  In she annual plan.

D u r i n g  shis period, she M i n i s t r y  will be re s p on s i b l e  far site 

p r e o a r a s i a n  oi i t ’s plantin g  areas and in s u m  she C o mo a n y  w ill 

be r e s p o n s i b l e  f o r  site p r e p a r a t i o n  on t heir planting areas.

■*! The p h a s e - i n  period does noc apply to the treatment o: NSr.

^  areas.

As w e l l ,  any retreatments or tending of areas olar.cec by the 

M i n i s t r y  d u r i n g  tne p h as e - i n  period wil l  become the 

r e s o o n s i b i l i t y  of she Comoany but the C o m o a n y  wil l  be 

c o m p e n s a t e d  ac the races sec ouc in Schedule "3".

** It is also u nd e r s t o o d  chat because there is a phase.-ir, period,

there wil l  be a gap between area cut ove r  and area regenerated.
_ Further, it is under s t o o d  chat seme sites w i l l  be unt r e at e d  and

left f o r  n a t u r a l  regeneration. Canseauer.tly, che area of total 

t r e a t m en t  o ve r  the period of these ground rules may not balance 

-jj w i t h  the t otal area cutover.

U nless stated otherwise, in these ground rules, the 

d e f i n i t i o n s ,  m e t h o d o l o g i e s  anc procedures d e s c r i b e d in the

forest m a n a g e m e n t  ma n u a l  shall aoply to the Trout -ake Forest,

s ubje c t  to tr.is agreement. S i l v i c u l tu r a l  p r o ce d u r e s  will be 

the r e s p o n s i b i l i t y  a: the Comoany. C e r t i f i c a t i o n  for payment 

w ill c o n f o r m  I j the g ui d e l i n e s  9ec f orth in the forest 

J  m a n a g e m e n t  manual.

4 The C o m p a n y  has entered into chis agr ee m e n t  to prov i d e  for a

c o n t i n u o u s  supply of foresc products fron the Trout Lake Foresc 

for che C o m p a n y ' s  mills ac Dryden, anc to ensure that the Trout 

M  Lake Forest is mana g e d  to p r o d u c e succ e s s i v e  crops of tamper on

i a s u s ta i n e d  y i e l d  basis. In keep i n g  w i t h  this r e s p o n s i b i l i t y ,

3 the C o m p a n y  will regenerate areas agreed to in che o p e r a ti n g  

plan. These ground rules apply to the Tr:uc Lake Foresc

1 i n c l u d i n g  these parts w h i c h  are subject to Third Party

4 Licences."

■4 Payments co the C o m p a n y  u n de r  par a gr a p h  31 for che

j c o n s t r u c t i o n ,  r e - c o n s t r u c t i o n  anc m a i n t e n a n c e  of roads on any

part cf the agreement area w h i c h  is subject to the third party 

„ o p e r a t i o n s  shall, to the extent that such r oad const r u c t io n ,

r e - c o n s t r u c t i o n  and m a i n t e n a n c e  is performed by the rnird party 

*  anc p r o v i d e d  that the tr.ird party also p er f o r m s  all the

a3



h

s i l v i c u l t u r a l  t r eatments r e ouired in the a o p r o ve d  annual plan 

or. the area subject to third party operations, be paid over to 

the p arty by the Comoany.

The Comoany will be g iven first o p p o r tunity to cut any timber * r
w h i c h  m a y  be p r o o o s e d  for h a r v e s t i n g  iron che areas that are S.

w i t h d r a w n  fron Che agreenent area and fron areas w h i c h  were J

par t of Che C o n p a n y  license and w ere e xc luded from che 

a gr e e m e n t area. If the C o n p a n y  elects noc to c a r r y  ouc che 

c u t ting, che C o n o a n y  will r e t a i n  che right of first refusal on 

any tinoer chac n a v  s u b s e q u e n t l y  be cut f ron those areas.

E x i s t i n g  and m u t u a l l y  agreed u oon wood d i r e c t i v e s  wi l l  be 

h o n o u r e d  u nder Chis agr :enent.
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1. Planting of b a refoot or container s t o c k  w i l l  be to a 

" mir.ir.u3 of 1,?0C trees per hectare a n d  a n a x i n u m  of 2,S0C

trees per hectare.

j 2. Aerial seeding u s i n g  viable jack p i n e  seed at a rate

of a o p r o x m a c a i y  50, 0 0 0  seed per h e c t a r e  or seed with site 

•! preparation, unless otherwise agreed to in the annual

i plan.~4 r

^  2. Whe n u n d e r p l an t i n g  in poplar or w h i t e  b i r c h  stands is

1 undertaken, the p l a n t i n g  objective w i l l  be 750 trees to

2,300 trees per hectare.

1. li’aer. planting of red pine on shoreline r e s erves where 

** che site is s u i t a b l e‘the objective w i l l  be 1,230 trees per

hectare.

3
•i

■a

j

i

A

5. The Prooosed W o r k i n g  G r o u p  will be d e t e r t i n e d  at the tine 

of the Annual Plan. The Actual W o r k i n g  G roup will be 

d e c e m i n e d  ac tine of assessment.

6. S a t i s f 30101”/ seed source is defined as a c o ne - b e a r i n g 

w i n d f i m ,  well stocked (minimum 5GT stocked) h e a l t h y  block 

oi trees w h i c h is 3 m a x i m u m  distance of 120 netres iron
14 the adjacent cutover.

7 • T.P. H. indicates trees per hectare, evenly distribute

*•
8. Spec ies abbre v i a t i on s are as follows :

-a
?j - J a c k  Pine Sp - Black or ?o - Poplar

White Spruce
Pw -1 W hite Pine Bf - Balsam Pir Bw - J - o ■3'I i — - — M.

?r - Red Pine “ La - Larch
2 •

0 The nir.imum s t o c k i ng  1evel will be sacisfi ed by

* meet ing che c o nditions of Column V, or  Col _t*Tur.t vl.
*

10. Balsar. Pir n a y  c o n t r i bu t e  not more chan 10" cf the nir.inua 

st o cking to a c c e p t a b l e  species u n l e s s  i n d icated as the 

j p ro p o s e d  work i n g  group species.

11. Poplar n a y  co n t r i b u t e  not aore chan 10" of che nir.inua 

stocking to acce p t ab l e  species v.iiess indicated as the 

p r o p os e d  w o r k i n g  g roup species.

12. W h i t e  Birch nay c o n t r i b u te  not nore than 10" of the

j  nir.inua stocking to acceptable species un l e ss  ind ic a t e d  as

che prooosed w o r k i n g  group soecies.

12. Prescribed b u r n i n g  nay be subscicucec for m e c h a n i c a l  site

A  pr e o ar a t i o n  w here ^ p p r o o n a t e  anc w h e n  ao c r a v e d  by the
<- -  a t-

i
1-. W h e n  part ia l  cutting of Poolar and W h i t e  B irch stands is 

u n c e r t a k e n  cne C o n p a n y  agrees to m a i n t a i n , as a m r . m u m , 

^ the conifer c o n o o n e n t  ac its o r i g i na l  s t o c k i ng  level.

Return Cut The time co attain che f r e e - t o - g r o w
condition is che m a x i m u m  oerioc b e t w e e n  cuts.
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S T A N D A R D S  FOR CONTAIN’".?. STOCK

Soecies: Slack Sprues (Soencer Lenaire - F e r di n a n d  Books)

Seen Height (c=) 

O v e n - D r y  W e i g h t  (ng) 

Tray Stock 0 

R o o t / S h o o t  Ratio

Soecies: J a c k  Pine

Seen Height (cn) 

Over.-Dry W e i g h t  (ng) 

Tray S t o c k i n g 7.

Ro o t / S h o o t  Ratio

Mir.irur. 0c t i n —

10 15

300 500

75 100 

2 - 3: 1

Miniaur: O z z  in tint

10 15

300 500

75 ICO

2 - 2 : t

rr
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SIZE CLAS S E S
SHALL 

M e a n  Range
MEDIUM 

M e a n  Range

J A C K  PIKE 2-0

H e i g h t  (c=)

RCD ( = )

l o c a l  Oven Dry Weight (g) 

Shoo t / R o o t  Ratio (ODW)

3 L A C K  SPRUCE 2 - I

IS 

3 .4

4.0

3.0

13 -LJ

3.1

3.0

2.0 - 4.0

H e i g h t  (c=) 18 13 -

RCD (=o) 3.0 2.5 - 3.4

T otal Oven Dry W e i g h t (s)
*>«. m 1.1 - 2.9

Shoot / Ro o t  Ratio (ODW) 3.0 2.0 - 4.0

W H I T E  SPRUCE 2-1

He i g h t  ( z~) 15 13 17
RCD ( = ) 3.3 3.0 - 3.6
T o t a l  Oven D r y  We ig h t (g) 3.0 2.S - 3.4

S h o o t /R o o t  Ratio (ODW) 3.0 2.0 - 4.0

RED PIKE 3-0 ...

H e i g h t  (c:c) 15 12 17
RCD (:rrO 4.0 2.0 - 5.0
T o t a l  Over. Dry Weight

cf T
4.C) 4.0 - 5.0

Shoot / R o o t  Ratio (ODW) 3.0 2.0 - 4.0

^ 4

f e
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R e s o u r c e  D e v e l o p m e n t  C o u n c i l
f o r  A ! o  s k o  I n c  807 T  st;eet'Suiit 2°°' Absk3 m m w w o

’ ' Box 100516, Aiichorage, Alaska 99510 0516 - 907/276-0700

February 18, 1986

Representative  Dick Shultz 
Alaska House of R e p r e sentati ves 
Pouch V
Juneau, AK 99811

re: HB 570, Forest Manag ement Agreement legislation 

Dear Dick:

T h e  Resource D e v e l o p m e n t  Council strongly supports the 
forest m a n a g e m e n t  concepts e m b o d i e d  in HB 570. W e  feel 
this approach to forest land m a n g e m e n t  is the best 
o p p o r t u n i t y  w e  have to develop a significant and 
sustained forest products industry in Interior and 
Southcentral Alaska.

The Alaska C o n s t i t u t i o n  clearly states the direction 
intended for the utilization of state resources, 
especial ly r e n e wa ble resources such as wood. Article 
Eight stridently m a n d a t e s  "sustained yield." RDC 
s u p p o r t s  HB 5 7 0  b e c a u s e  it e n a b l e s  t h e  s t a t e  to w o r k  
t o w a r d  the goals clearly estab lished in the Constitution.

The state is presently a l l o w i n g  only a small fraction of 
our sust ained y i e l d  to be harvested. The state owns the 
m a j o r i t y  of the c o m m e r c i a l  timber land in the Interior 
a n d  w e  s t i l l  can't s e e m  to get e n o u g h  w o o d  o n  t h e  m a r k e t  
to sustain anything other than small, regional 
operations.

W e  perceive three m a i n  p r o b l e m s  w i t h  the state's 
m a n a g e m e n t  of its ti mber resources. These problem s are 
not rooted in any specific legislative act or 
a d m i n i s t r a t i v e  a g e n c y — they have developed over time.
They w p r e  not neces s a r i l y  designed to throttle the t i m b e r  
industry although that is certainly the effect.

T h e  f i r s t  is t h e  l a c k  of a c o m m e r c i a l  f o r e s t  l a n d  b a s e  
dedicated to t imbe r management. The land classification 
process of the last f e w  years has s y s t ematical ly removed 
m i l l i o n s  of acres of t i m b e r  land f r o m  the timber base.
O n e  a n s w e r  to t h i s  p r o b l e m  h a s  b e e n  to c r e a t e  s t a t e  
forests, but the forests w h i c h  have been created to date, 
especially Haines, are not being m a n a g e d  for timber 
h a r v e s t i n g  at a n y t hing close to their potential. The 
forest products industry has no faith in the ability of 
this or future a d m i n i s t r a t i o n s  to w i t h s t a n d  pressure to 
m a n d a t e  p r eservat ion over t i mber harvesting and other 
forest uses on state forests as they presently exist.

The second p r o b l e m  is the system the state has de veloped



for selling timber. The s y stem w e  have now, similar to that used 
by the US Forest Service and other states, is labor intensive and 
very inefficient. It takes far too many g overnm ent m a n hours to 
sell a reasonable amount of state timber under the present system. 
G i v e n  the n e c e s s i t y  to cut s t a t e  s p e n d i n g ,  w e  m u s t  f i n d  a w ay to 
sell t i mber  m o r e  efficiently w i t h o u t  threatening the state's 
interests.

The third p r o b l e m  is reforestation. Right now it isn't happening 
at anything close to reasonable levels. This is an alarming 
situation that the legis lature must address. The key to the 
m a n a g e m e n t  of timber as a r e n e w a b l e  resource is m a k i n g  sure that 
the resource is renewed. This isn't happening and it is basically 
because we are not paying for it.

There are a n u m b e r  of p r o b l e m s  facing the forest products industry 
throughout A laska including permitting, stumpage, processing 
requirements, loans and many others. HB 570 is designed to address 
the basic p r o b l e m s  facing d e v e l o p m e n t  of a forest products industry 
on state land in the Interior and Southcentral regions.

To resolve these problems w e  believe the state should i m p l e m e n t  a 
process used w i t h  success in the Canadian Province of Ontario. 
Ontario uses a system of Forest M a n a g e m e n t  A g r e e m e n t s  (FMAs) to 
contract forest m a n a g e m e n t  including harvesting, road building and 
reforestation to private contractors. FMAs replace the policing 
duties of the g o v e r n m e n t  w i t h  contractual a g r e e m e n t s  beneficial to 
the state an d the contractor. The contracts contain stiff 
penalties for poor perfo r m a n c e  and incentives to s timulate good 
performance.

T h e  g r e a t e s t  r e p o r t e d  g a i n  f r o m  t h e  F M A s  is t h e  i n t e g r a t i o n  o f  

t i m b e r  h a r v e s t i n g  w i t h  r e g e n e r a t i o n ,  w h i c h  is p r o v i n g  s u c c e s s f u l ,  
a n d  p r o v i d i n g  l a r g e r  a n n u a l  t i m b e r  h a r v e s t s  f o r  t h e  fu t u r e.
O n t a r i o  o f f i c i a l s  t e l l  us t h i s  p r o g r a m  h a s  b e e n  s u c c e s s f u l  b e c a u s e  
t h e  p r i v a t e  o p e r a t o r  n o w  h a s  a v e s t e d  i n t e r e s t  a n d  i n c e n t i v e  t o  
r e g r o w  t h e  f o r e s t .

Ontario F M A s  contain w h a t  is k n o w n  as an "evergreen" clause. The 
basic contracts are for 20 years, but after each five-year period 
the results of private h arvesti ng and regeneration are evaluated by 
the government, and if standards are met, the contract is given a 
five-year extension. The F M A s  are beneficial to operators because 
t h e r e  is a l w a y s  a 20 y e a r  s u p p l y  of t i m b e r  a h e a d  if the l o g g i n g  a n d  
reforesta tion are meetin g the goals set in the original agreement.

The F M A s  save the g overnment of Ontario a lot of money. G o v e r n m e n t  
no longer has to preplan and lay out detailed timber sales. The 
government no longer acts as "policemen" to enforce a m yria d of 
contra dictory regulations.

R e p r e s e n t a t i v e  D ic k  S h u l t z
F e b r u a r y  1 8 ,  1986
page 2
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The results in Ontario have been o v e r w h e l m i n g l y  positive. M o r e  
timber is cut, m o r e  jobs are generated, public use of the forests 
is increased, m o r e  t imber is being generated for the future and 
less money is spent by g o v e r n m e n t  to oversee the process.

T h i s  p r o c e s s  d o e s  n o t  l e s s e n  t h e  c o n t r o l  o f  t h e  s t a t e  o v e r  i t s  

l an ds . It o b l i g a t e s  t h e  o p e r a t o r s  t o  m e e t  t h e  f o r e s t  m a n a g e m e n t  
g o a l s  s e t  in th e c o n t r a c t s .  T h e  o p e r a t o r  m a n a g e s  f o r  h a b i t a t ,  
r e c r e a t i o n ,  t i m b e r  h a r v e s t i n g ,  r o a d i n g  a n d  r e f o r e s t a t i o n .  T h e  
s t a n d a r d s  a n d  r e q u i r e m e n t s  a r e  w r i t t e n  in t h e  F M A  a l o n g  w i t h  

p e n a l t i e s  a n d  i n c e n t i v e s .

Alaska has roughly one-third the forest land base of Ontario and 
Ontario generates m o r e  than 80,000 jobs. If we develop our 
i n d u s t r y  to t h e  e x t e n t  O n t a r i o  h a s  w e  c o u l d  h a * e  m o r e  t h a n  2 5 , 0 0 0  
people e m p lo yed in the forest products industry in Alaska.

HB 570 gives the D e p a r t m e n t  of Natural Resources the statutory 
m a n d a t e  to initiate a g r e e m e n t s  such as those used w i t h  great 
success in Ontario. It also m a n d a t e s  developmen t of an a g r e e m e n t  
for 200,000 acres of non-coastal, state c o m m e r c i a l  forest land. 
Under HB 57 0, DNR will have the authority to negotiate an a g r e e m e n t  
w h i c h  protects the state's financial and land use interests.

RDC believes that FMAs are the best vehicle available to Alaska as 
w e  a t tempt to utilize our m a s s i v e  timber resources for the 
d e v e l o p m e n t  of revenue, jobs and e c o n o m i c  activity throughout the 
state. W e  encourage you to support HB 570 in the House Resources 
Committee.

Thank you for your consideration.

RESOURCE DEVELOPMENT COUNCIL

cc: Members, House Resources Committee 
R epresentative Robin Taylor 
Represen tative John Ringstad 
R epresentative Steve Frank 
Repres entative Roger J e n kin s 
John Galea, Alaska Logg ers Asso ciation
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SUBJECT:

TO:

FROM:

State forest m a n a g e m e n t  
(SSHB 570)

R e p r esent ative R i c h a r d  Shultz 
Chair, House R e s o urces Committee

Richard A. Bradley 
L egisl a t i v e  Conns A

Yoi have requested a sectional analysis of the above 
described bill.

As a p r elimina ry matter, note that a sectional analysis or 
summary of a bill should not be considered an author itative 
interp retation of the bill and the bill itself is the best 
statement of its contents. If you w o u l d  like an i n t e r p r e t a­
tion of the bill as it m a y  apply to a particular set of 
circumstances, please advise.

Section 1 of the bill adds a n e w  Sec 38.05.122 to AS 38.05 
at article k (disposal of timber and materials).

Se c . 122(a) provides that, n o t w i t h s t a n d i n g  the exis ting p r o­
visions or article 4 (AS 28.05.110 - 38.05.120), the c o m m i s­
sioner of natur al resources m a y  "enter into an agreement 
w i t h  a p erso n for the m a n a g e m e n t  on a s ustaine d-yield basis 
of state forest land and state land commercially v a l u a b l e  
for forest development." The c o n s u l t a t i o n  w i t h  other state 
agencies by the commissione r is permitted.,

Sec. 122(b) provides that the c o mmi ssioner shall e s t a b l i s h  
the terms of the ag reement that w i l l  set out the 
"silvicultural specifications" that govern the "harvest, 
regeneration, and m a n a g e m e n t  of state land".

Sec. 122(c) outlines matters that m a y  be included in the 
contract.
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Sec. 122(d) requires the comm is s i o n e r  to provide the legis- 
lature w i t h  copies of agreements entered into as well as a 
report on the areas o f  the state that are "harvested, r e g e n­
erated, and managed" u n d e r  an agreement during the p r e c eding 
calendar year.

Section 2(a) of the b i l l  directs the commissioner to request 
proposals for the m a n a g e m e n t  of 200,000 acres of commercial 
forest land of the state u n d e r  AS 38.05.122 as enacted in 
section 1 of the Act. Times w i t h i n  w h i c h  the commissioner 
is d i r ec ted to act are established.

Section 2(b) contains the r e q u i r e d  provisions of the a g r e e­
ment r e q uired under sec. 2(a).

Section 2(c) establishes the standards under w h i c h  the p r o­
posals- invited will b e  considered.

There is no effective date clause; it will, therefore, take 
effect 90 days after enactment. AS 01.10.070(c).

If I m a y  be of further assistance, please advise.

R A B :mkr 
m 3 / 140
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PHONE: 907-465-2400

OFFICE OF THE COMMISSIONER

Ma r c h  10, 1986

T h e  H o n o r a b l e  A d e l h e i d  H e r r m a n n  
C o - C h a i r ,  H o u s e  R e s o u r c e s  C o m m i t t e e  

F.O . B o x  V  
J u n e a u ,  A K  9 9 8 1 1

D e a r  R e p r e s e n t a t i v e  H e r r m a n n :

A*- y o u r  r e q u e s t ,  t h e  D e p a r t r ^ n t  o f  N a t u r a l  R e s o u r c e s  h a s  
r e v i e w e d  S S H B  570, a b i l l  r e l a t i n g  t o  a g r e e m e n t s  w i t h  
p r i v a t e  p a r t i e s  f o r  t h e  m a n a g e m e n t  o f  s t a t e - o w n e d  c o m m e r c i a l  
f o r e s t  l a nd . W h i l e  w e  f i n d  t h e  i d e a  o f  p r i v a t e  m a n a g e m e n t  
o f  p u b l i c  l a n d  d e s e r v i n g  o f  f u r t h e r  c o n s i d e r a t i o n ,  w e  t h i n k  
c l a r i f i c a t i o n  o f  s o m e  i s s u e s  is  r e q u i r e d .

F i r s t ,  it is n o t  a p p a r e n t  w h y  t h i s  n e w  s y s t e m  o f  f o r e s t
m a n a g e m e n t  w o u l d  b e  p r e f e r a b l e  t o  o u r  c u r r e n t  s y s t e m  o f  l o n g
t e r m  t i m b e r  s a l e s ,  o r  h o w  t h i s  n e w  s y s t e m  w o u l d  d i f f e r  f r o m  
c u r r e n t  p r a c t i c e s .

N e x t ,  h o w  w o u l d  t h i s  n e w  s y s t e m  a c c o m m o d a t e  t h e  n e e d  f o r  
m u l t i p l e  u s e  o f  f o r e s t  l a n d ?

A l s o ,  w e  h a v e  a s s u m e d  t h a t  t h e  D e p a r t m e n t  is n o t  r e s p o n s i b l e  
fo r b u i l d i n g  o r  m a i n t a i n i n g  r o a d s  u n d e r  t h i s  n e w  s y s t e m .  If

t h i s  a s s u m p t i o n  is i n c o r r e c t ,  t h e  z e r o  f i s c a l  n o t  w e
p r o v i d e d  w o u l d  n e e d  t o  b e  r e v i s e d .

W e  h a v e  o t h e r  q u e s t i o n s  t h a t  n e e d  to b e  a d d r e s s e d ,  a n d  w o u l d  
b e  i n t e r e s t e d  i n  l e a r n i n g  a b o u t  t h e  e x p e r i e n c e s  o f  o t h e r  
s t a t e s  i n v o l v e d  in t h i s  t y p e  o f  t i m b e r  m a n a g e m e n t  p r o g r a m .
W e  b e l i e v e  t h i s  to b e  a n  i d e a  w o r t h  e x p l o r i n g  and, i n  fact,  
h a v e  a l r e a d y  s t u d i e d ,  in  a l i m i t e d  f a s h i o n ,  t h e  C a n a d i a n  
t i m b e r  l e a s i n g  p r o g r a m .  W e  w o u l d  b e  h a p p y  to  w o r k  w i t h  t h e  
s p o n s o r s  a n d  t h e  C o m m i t t e e  t o  f u r t h e r  d e v e l o p  t h i s  idea.

S i n c e r e l y ,

C o m m i s s i o n e r

cc: H o u s e  R e s o u r c e s  C o m m i t t e e
B i l l  S p o n s o r s
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C * i g i n a l  s p o n s o r :  W a l l i s

IN T H E  H O U S E  BY T HE R E S O U R C E S  COMMITTEE

CS F O R  H O U S E  BILL NO. 578 (Resources)

IN T H E  L E G I S L A T U R E  OF T H E  S TATE  OF A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S E C O N D  S E S SION

A  BILL

For an Act entitled : "An A ct p r o v i d i n g  for the e s t a b l i s h m e n t  of fish and

game r e s ource m a n a g e m e n t  r e g ions and the e s t a b l i s h­

me n t  and o p e r a t i o n  of r e g i o n a l  fish and game advisory 

c o u n c i l s ."

BE IT E N A C T E D  BY T H E  L E G I S L A T U R E  OF THE S T A T E  OF ALASKA:

* S e c t i o n  1. AS 16.05 is a m e nded by a d d i n g  a n e w  section to read:

Sec. 16.05.261. R E G I O N A L  A D V I S O R Y  C O U N C I L  REG ULATIONS. (a) The 

B o a r d  of F i s h e r i e s  a n d  the Board of Game, a c t i n g  jointly, shall adopt 

r e g u l a t i o n s  u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  Act (AS 44.62) for the 

e s t a b l i s h m e n t  of f i s h  and game r e s o u r c e  m a n a g e m e n t  regions and the 

e s t a b l i s h m e n t  and o p e r a t i o n  of r e g i o n a l  fish and game advisory  coun- 

c i l s .

(b) R e c o m m e n d a t i o n s  from the a d v i s o r y  councils shall be f o r­

w a r d e d  to the a p p r o p r i a t e  b o a r d  for c o n s i d e r a t i o n ,  b u t  if the Board of 

F i s h e r i e s  or tne B o a r d  of Game c h o os es n o t  to f o l l o w  the r e c o m m e n d a­

tions o f  a council, then the b o a r d  shall i n f o r m  the council of this 

a c t i o n  and s tate the r e a sons for not: f o l l o w i n g  the recommendations.

(c) O n l y  a local a d v i s o r y  c o m m i t t e e  m e m b e r  m a y  sit as a member 

o f  a r e g i o n a l  a d v i s o r y  council.

- 1 - CSHB 5 7 8 (R e s )
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IN THE HOUSE

S£0N-StJR SUBSTIT UTE FOR H O U S E  BI LL NO. 578

BY WALLIS

IN THE L E G I S L A T U R E  OF THE STATE OF A L A S K A  

F O U R T E E N T H  L E G I S L A T U R E  - S EC OND S E S S I O N

A BILL

For an Act entitled: "An Act p r o v i d i n g  for the e s t a b l i s h m e n t  of fish and

game resource m a n a g e m e n t  r e g i o n s  and the e s t a b l i s h­

ment and o p e r ation of r e g i o n a l  fish and game advisory 

c o u n c i l s ."

BE IT E N A C T E D  BY THE L E G I S L A T U R E  OF THE STATE OF ALASKA:

* Section 1. AS 16.05 is amended  by a dding a n e w  s e c t i o n  to read:

Sec. 16.05.261. R E G I O N A L  A D V I S O R Y  C O U N C I L  REGULATIONS. The 

Board of F i s h e r i e s  and the Board of Game, a c t ing jointly, shall adopt 

r e gul ations u n d e r  the A d m i n i s t r a t i v e  P r o c e d u r e  ^ct (AS 44.62) for the 

e stabl i s h m e n t  of fish and game r e s o u r c e  m a n a g e m e n t  regions and the 

estab l i s h m e n t  and o p e r a t i o n  of r e g i o n a l  fish and game advisory c o u n­

cils. R e g u l a t i o n s  a d opted un der this s e c t i o n  m u s t  be consistent with 

16 U.S.C. 3115 (Sec. 805, A l a s k a  N a t i o n a l  I n t e r e s t  Lands Con servation 

Act) .
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R E P R E S E N T A T I V E  F. K A Y  W A L L I S  
D I S T R I C T  24

It is t h e  i n t e n t  o f  C S H B  578 t o  g i v e  F i s h  a n d  G a m e  R e s o u r c e  
M a n a g e m e n t  R e g i o n s  a n d  R e g i o n a l  F i s h  a n d  G a m e  A d v i s o r y  

C o u n c i l s  ( e s t a b l i s h e d  b y  A N I L C A )  o f f i c i a l  s t a t u s  b y  p u t t i n g  
t h e m  i n t o  s t a t e  law.

E v e n  t h o u g h  F e d e r a l  l a w  ( S e c t i o n  805, A N I L C A )  r e q u i r e s  t he  
S t a t e  B o a r d s  o f  F i s h  a n d  G a m e  to c o n s i d e r  t h e  o p i n i o n s  of 
b o t h  r e g i o n a l  c o u n c i l s  a n d  l o c a l  a d v i s o r y  c o m m i t t e e s ,  o n l y  
a d v i s o r y  c o m m i t t e e s  a r e  se t  f o r t h  in s t a t u e  (AS 1 6 . 0 5 . 2 6 0 ) .  
A d v i s o r y  c o m m i t t e e s  r e p r e s e n t  l o c a l  g a m e  m a n a g e m e n t  units,. 
T h e  c h a i r p e r s o n s  o f  e a c h  c o m m i t t e e  in a r e g i o n  a r e  m e m b e r s  
o f  t h e  r e g i o n a l  c o u n c i l .

T h i s  b i l l  is d e s i g n e d  to i n s u r e  t h a t  t h e  S t a t e  B o a r d s  of 
F i s h  a n d  G a m e  r e c o g n i z e  a n d  c o n s i d e r  t h e  a d v i c e  a n d  
r e c c o m m e n d a t i o n s  o f  R e g i o n a l  F i s h  a n d  G a m e  C o u n c i l s  as 
r e q u i r e d  b y  t h e  A l a s k a  N a t i o n a l  I n t e r e s t  L a n d s  C o n s e r v a t i o n  
A c t ,  p a r t i c u l a r i l y  t h e  p r o v i s i o n s  o f  S e c t i o n  805 o f  t h i s  
act.

M a r c h  1 2 ,  1 9 8 6
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F e b r u a r y  18, 1 9 8 6

Mr. J o h n  Hartl<2_
O f f i c e  of R e p r e s e n t a t i v e  S u n d  

A l a s k a  S t a t e  L e g i s l a t u r e  
B o x  V  (M.S. 3 1 00 )
J u n e a u ,  A l a s k a  9 9 8 1 1

D e a r  Jo hn.

F o r  y o u  i n f o r m a t i o n ,  I a m  e n c l o s i n g  c o p i e s  of a c o u p l e  of 
p i e c e s  p r e p a r e d  f o r  S e n a t o r  Z h a r o f f ' s  o f f i c e  in c o n n e c t i o n  w i t h  
S B  410. T h e y  a r e  a l s o  p e r t i n e n t  to H B  579.

I w i l l  be c a l l i n g  w i t h i n  t h e  n e x t  f e w  d a y s  to v i s i t  w i t h  
r e g a r d  to H B  579. T h a n k s  f o r  y o u r  i n t e r e s t .

V e r y  t r u l y  y o u r s .

E d w a r d  E. C r a n e  
P r e s i d e n t

E E C : 1 0 2 8 V  
E n c l o s u r e s

A la s k a  C o m m e rc ia l F is h in g  a n d  A g r ic u lt u r e  B a n k



1. A l a s k a  C o m m e r c i a l  F i s h i n g  and A g r i c u l t u r e  B a n k  (CFAB) was created in 1978 by 

the Al a s k a  S tate L e g i s la t u r e .  Its p u r p o s e is to provide a source of credit  

to the A l a s k a  fishing and a g r i c u l tu r e  industries, w i t h  e m p hasis on the 

de v e l o p m e n t  and b r o a d e n i n g  of those industries.

2. CFA B  is s tr u c t u r e d  u n d e r  its statu t e  as a c o o pe rative. A  c o o p e r a t i v e  is a 

c o r p o r a t i o n  w h o s e  s t oc k h o l d e r s and cus t o m e rs  are the same indivi d u a l s  or 

entities. A  c o o p e r a t i v e  is s u b j ec t  to the same business and fin a n ci a l

co n s i d e r a t i o n s  as any o th e r  corporation.

3. The State of A l as k a  p r o v i d e d  an initial c a p i t a l  base to CFA B  t h r o u g h the 

p u r chase of stock; the S tate p r e s e n t l y  owns $31.8 m i l l i o n  of such stock. 

CFAB's stat u t e  r e quires that the State s to c k  be repurc h a s e d w i t h i n  20 years 

fr o m  the o r i g i n a l  invest m e n t  (19805.

4. CFA B  has no organic, structural, ope r a ti o n a l ,  or fi n ancial r e l a t i o n s h i p  w i t h  

the State e x c e p t  for the c a p i t a l  inve s t me n t  and that two of C F A B’s seven 

d i r e c t o r s  are app o in t e d  by the Governor.

5. CFAB's l e n d i n g  a b il i t y  is n o t  limited to the amount of the Stat e ' s 

investment. CFA B  borrows a d d i t i o n a l  funds at "market" rates and terms, 

p l e dging its loans and other assets as security. It re-lends those funds to 

its b o r r o w e r / o w n e r s  at rates s u f f i c i e nt  to c o v e r  its own interest costs, its 

o p e r a t i n g  expenses, and to g e n e r a t e  c a p i t a l  through earnings. CF A B ' s

o u t s t a n d i n g  loans to A l a s k a  f i s h e r m e n  and farmers reached a y e a r - e n d  pea k  of 

n e a r l y  $104 m i l l i o n  at D e c e m b e r  31, 1983, and had o ther assets of about $19

million; a t otal ne a r l y $91 m i l l i o n  g r e a t e r  than the Stat e 's  investment.

6. CFAB's b o r r o w e r s  become owners thro u g h  a p u r c h a s e  of s t oc k  at the time of 

b o r r o w i n g  and t h ro u g h  p a y m e n t  of interest at a level high enough to create

retai n e d  earnings.

7. Un d e r  its statute, CFAR m a y  lend m o n e y  o n l y  to those individuals wh o  are tona 

fide r e s i d e nt s  of Alaska. T h e re  appears to be no sound and r e a s o n a b l e  

argument a g ai n s t  that limitation.

8. A  vas t  m a j o r i t y  of C F A B ' s  loans are to i n d iv i d u a l  f i shermen (about 80 to 85 

p e r c e n t  by number); m o s t  of t h e m  are to f i n a n c e  a ve s s e l  and/or are secu r ed  

by a lien on a vessel. This appears to be C FA B ' s  m o s t  " n a t u r a l "  m a r k e t  and 

the cre di t  v o i d  w h i c h  C FAB was m o s t  intended to fill.

9. C om p a r e d  to almost any o t h e r  type of c o m m e r c i a l  lending, fina n c i n g  fishing 

vessels is e x t r e m e l y  c u m b e r s o m e  and costly. A l a s k a  g e o g r a p h y  adds 

c o n s i d e r a b le  costs. T h o s e  factors, in a d d i ti o n  to the d a n gerous

c o n c e n t r a t i o n  of risk, m a k e  it e x t r e m e l y  d i f f i c u l t  for C FAB to m a i n t a i n  a

focus on that m a r k e t  w i t h o u t  c h a r gi n g  in t erest rates w h i c h  are u n u s u a l l y

b u r d e n s o m e to its borrowers.

10. CFAB has att e m p t ed  to b a l a nc e  its loan portfolio, and to m o d e r a t e  its total 

c i r cumstances, thro u g h  loans to c or p o r a t i o n s  w h i c h  process s e a f o o d  and 

timber. T h o s e  loans tend to be r e l a t i v e l y  large, but do not require 

ser vi c i n g  costs to a c o m p a r a b l e  degree. T h e y  p e r m i t  basic o p e r a t i n g  expenses 

to be spread over a la r g e r  v o l u m e  of loan dollars, m o d e r a t i n g  the p r e s s u r e  on 

smaller i n d i v i d u a l  borrowers.
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11. CFAB's statu t e  p ro vides that it can o n l y  fina n c e  c o r p o r a t i o n s  of w h i c h  the 

m a j o r i t y  o w n e r s h i p  and cont r o l  rests wit h  A l a s k a  residents.

12. A  recent s u r v e y  d i s c l o s e d  that of 22 s h o r e b a se d  A l a s k a  p r o c e s s o r s having 

annual sales in excess of $10 million, 17 are ineligible to b o r r o w  fr o m  CFAB 

by reason of o w n e r s h i p  identity. CFA B  has, or has had, lending r e l a t io n s h i p s 

w i t h  four of the five others.

13. S t a t u t o r y  d e n i a l  of e l i g i b i l i t y  by re as o n  of o w n e r s h i p  is inco n s is t e n t  w i t h  

the facts that these p r o c e s s i n g  c o r p o r a t i on s  own f acilities in Alaska, pay 

local taxes in Alaska, prov i d e  e m p l o y m e n t  to Al askans, p ur c h a s e  and add value 

to Al a s k a  seafoods, p a y  fish t-*es to the State of Alaska, p r o v i d e a 

c o m p et i t i v e  m a r k e t i n g  e n v i r o n m e n t  for A l a s k a  fishermen, and p u r c h a s e  supplies 

and services in Alaska. I n t e r e st  paid on funds b o r rowed fro m  CFAB (or any 

other A l a s k a  entity) w o u l d  be an a d d it i o n a l  and b e n e fi c i a l  inc r em e n t  of 

A l a s ka  s ea foods p r o ceeds w i t h i n  the A l a s k a  economy.

14. W h i l e  it is c lear that the 1978 State L e g i s l a t u r e  intended to create an 

institution to serve Al a s k a  interests exclusively, the r eq u i r e m e n t  that the 

state i n ve s t m e n t  be r e p u r c h a s e d  e v i dences the intent that C FAB be operated, 

and grow, on sound bu s i n e s s  principles. Remo v al  of the s t a t u t o r y  l i m i ta t i o n  

wit h regard to s h or e b a s e d  p r o ce s s i n g  c o rp o r a t i o n s  is c o n s i s t e n t  w i t h  the 

first intent and g r e a t l y  e n h ances the o p p o r t u n i t y  for f ulfillment of the 
second.
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In l a t e  M a r c h  a n d  t h r o u g h o u t  th e m o n t h  of A p r i l  in 1985, 
C F A B  o f f i c e r s  a n d  d i r e c t o r s  m a d e  n u m e r o u s  v i s i t s  to J u n e a u  to 

d i s c u s s  the i n s t i t u t i o n ' s  c i r c u m s t a n c e s  w i t h  l e g i s l a t o r s  and  
w i t h  a d m i n i s t r a t i o n  o f f i c i a l s .  T h o s e  v i s i t s ,  a n d  t h e i r  
s u b s t a n c e ,  w e r e  p r e c i p i t a t e d  by  a n u m b e r  of f a c t o r s :

1) A l t h o u g h  C F A B ' s  y e a r - e n d  a u d i t  b y  a n  i n d e p e n d e n t  
a c c o u n t i n g  f i r m  ( T o u c h e  R o s s  & C o m p a n y )  w a s  no t y e t  

c o m p l e t e ,  it w a s  k n o w n  w i t h  c e r t a i n t y  t h a t  t h e r e  h ad  b e e n  a 
loss a p p r o a c h i n g  $ 1 0 . 0  m i l l i o n  for 1984 ; t h a t  t h e r e  w a s  a n  

i m p a i r m e n t  of s t o c k h o l d e r s '  e q u i t y ;  t h a t  C F A B  h a d  b e c o m e  
i l l i q u i d ,  w i t h  no c a s h  or o t h e r  u n e n c u m b e r e d  l i q u i d  a s s e t s  
a v a i l a b l e :  a n d  t h a t  a m a j o r  p o r t i o n  of t he  l o a n  p o r t f o l i o  - 
a l m o s t  34 p e r c e n t  (in d o l l a r s )  of a $ 9 4 . 8  m i l l i o n  t o t a l  - 
w a s  in a s e r i o u s  d e f a u l t ,  or n o n - e a r n i n g ,  s t a t u s .

2) T h e  c r i t i c a l  i m b a l a n c e  b e t w e e n  C F A B ' s  p r o j e c t e d  1 9 8 5  
i n c o m e  ( b a s e d  o n the l a r g e  v o l u m e  of n o n - e a r n i n g  l oa ns ) an d 
its p r o j e c t e d  1985  c a s h  i n t e r e s t  e x p e n s e ,  a n d  b a s i c  
o p e r a t i n g  e x p e n s e s ,  f o r e t o l d  the l i k e l i h o o d  of a n o t h e r  
s i g n i f i c a n t  loss.

3) C F A B  a n d  its s t a f f  a n d  B o a r d  of D i r e c t o r s  h a d  b e e n  
s o m e w h a t  t r a u m a t i z e d  b y  the r e l a t i v e  s u d d e n n e s s  a n d  s e v e r i t y  

of the c i r c u m s t a n c e s  (or the r e a l i z a t i o n  of th em); its c h i e f  
e x e c u t i v e  o f f i c e r  ha d r e s i g n e d  in r a t e  F e b r u a r y ;  a n d  it wa s  
b e i n g  ma na c ->d on  a n  i n t e r i m  b a s i s  b y  a n  i n d i v i d u a l  who. 
a l t h o u g h  fc il iar  w i t h  the o r g a n i z a t i o n  an d  itr p r e s s u r e s ,  
e s s e n t i a l l y  w a s  an u n k n o w n  f a c t o r .

4) C F A B ' s  le nd er , the S p o k a n e  B a n k  for  C o o p e r a t i v e s ,  had  
t a k e n  i n c r e a s i n g l y  a g g r e s s i v e  a n d  o b t r u s i v e  p o s i t i o n s  w i t h  

CFAB.  S B C ' s  r e p r e s e n t a t i v e s  h a d  e x p r e s s e d  s t r o n g  
r e s e r v a t i o n s  a b o u t  C F A B ' s  a b i l i t y  to o v e r c o m e  its i m m e d i a t e  

d i f f i c u l t i e s  an d  ha d i n d i c a t e d  t h a t  S B C  w o u l d  a c c e p t  no 
f u r t h e r  d e t e r i o r a t i o n  in its p o s i t i o n .  C F A B ' s  l o a n  

c o m m i t m e n t s  f r o m  S B C  h a d  b e e n  r e d u c e d  to 3 0 - d a y  i n c r e m e n t s ,  
l e a v i n g  C F A B  c o n s t a n t l y  on  th e b r i n k  of a f o r c e d  b a n k r u p t c y  

f i l i n g .

T h e  b a s i c  t h r u s t  of C F A B ' s  e f f o r t s  in J u n e a u  w a s  to s e e k  
c o n s i d e r a t i o n  of a n  e a r l y  i n v e s t m e n t  of a n  a d d i t i o n a l  $ 1 0 . 0  to 
$ 1 2 . 0  m i l l i o n  of S t a t e  c a p i t a l .  T h i s  w a s  e s s e n t i a l l y  a 
" t i m e - b u y i n g "  s t r a t e g y .  T h e  f u nd s,  if i n v e s t e d ,  w o u l d  h a v e  b e e n  
u s e d  to r e d u c e  C F A B ' s  b o r r o w i n g s  f r o m  SBC. T h i s  w o u l d  h a v e  
l o w e r e d  C F A B ' s  i n t e r e s t  p a y m e n t  r e q u i r e m e n t  to a l e v e l  w h i c h  
c o u l d  be m e t  by the i n t e r e s t  i n c o m e  f r o m  its o w n  p e r f o r m i n g  
l o a n s  a n d  w o u l d ,  it w a s  i n t e n d e d ,  be a c c o m p a n i e d  b y  S B C  
a g r e e m e n t  t h a t  th e e x i s t i n g  b o r r o w i n g  r e l a t i o n s h i p  w o u l d  n o t  be 
d i s t u r b e d  fo r at l e a s t  t wo or t h r e e  y e a r s .  R e l i e f  f r o m  t h o s e  

p r e s s u r e s  w o u l d  in t u r n  p e r m i t  C F A B  to a d d r e s s  t h e  l i q u i d a t i o n

B A C K G R O U N D  - SPRING. 1985
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or c o n v e r s i o n  of n o n - p e r f o r m i n g  l o a n s  on  r a t i o n a l  b a s e s  and 
w o u l d  a l s o  a l l o w  t he o p p o r t u n i t y  for i n t e r n a l  r e s t r u c t u r i n g  an d 
c o r r e c t j  o n s .

C F A B  w a s  no t  s u c c e s s f u l  in o b t a i n i n g  f u r t h e r  S t a t e  
i n v e s t m e n t .  T h i s  w a s  " n d o u b t e d l y  d u e  in p a r t  to th e l a t e n e s s  
( r e l a t i v e  to the l e g i s l a t i v e  s e s s i o n )  of th e e f f o r t  a n d  to the 
s o m e w h a t  u n c o o r d i n a t e d  a n d  u n p r o f e s s i o n a l  a p p r o a c h ,  c o u p l e d  w i t h  
the " t i g h t  m o n e y "  a t m o s p h e r e  in J u n e a u .  A n o t h e r  f a c t o r ,  at 
l e a s t  w i t h i n  the a d m i n i s t r a t i o n ,  s e e m e d  to be tha t C F A B  w a s  an 
" o r p h a n "  w i t h  no a g e n c y  or i n d i v i d u a l  c h a r g e d  w i t h  
r e s p o n s i b i l i t y .  In a d d i t i o n ,  t h e r e  a p p e a r e d  to be a w i d e s p r e a d  
l a c k  of u n d e r s t a n d i n g  as to the o r i g i n ,  n a t u r e ,  s t r u c t u r e ,  a n d  
c o n s t i t u e n c y  of C F A B .  Y e t  a n o t h e r  b u r d e n  w a s  the r e c o l l e c t i o n  
of s o m e  of C F A B ' s  e a r l y  f l a m b o y a n c e  a n d  e x c e s s e s  a n d  a t t e n d a n t  
u n f a v o r a b l e  p r e s s  e x p o s u r e .  F i n a l l y ,  t h e r e  s e e m e d  to be a 

p e r c e p t i o n  t h a t  the e f f o r t  w a s  a t h i n l y - d i s g u i s e d  a t t e m p t  to 
" b a i l  o u t "  t he  S p o k a n e  B a n k  for C o o p e r a t i v e s ;  t h a t  w a s  .an 
u n d e r s t a n d a b l e  r e a c t i o n .  b u t  it is no t s u p p o r t e d  by the 
r e a l i t i e s  of the l e g a l  r e l a t i o n s h i p s  b e t w e e n  the S t a t e ,  SBC. a n d  
C F AB .

S U B S E Q U E N T  E V E N T S

S i n c e  the  S p r i n g  of 1 9 85  C F A B ' s  d i r e c t o r s ,  m a n a g e m e n t ,  and  
s t a f f  h a v e  a t t e m p t e d  to a d d r e s s  e a c h  a n d  a l l  of the n e g a t i v e  
f a c t o r s  a nd p r e s s u r e s  w i t h  >11 a v a i l a b l e  r e s o u r c e s .  A l t h o u g h  
no t al l o b j e c t i v e s  h a v e  b e e n  met, t h e r e  ha s b e e n  m o d e s t  
s u c c e s s .  S o m e  of t he e f f o r t s  h a v e  a d m i t t e d l y  b e e n  a u g m e n t e d  by 
f o r t u i t o u s  e v e n t s  a n d  c i r c u m s t a n c e s  e x t e r n a l  to CFAB . T h e  n et  
e f f e c t  is t h a t  C F A B ' s  c o n d i t i o n  has t o d a y  b e c o m e  s t a b i l i z e d  to a 
d e g r e e  t h a t  e x c e e d s  t he  M a r c h  198 5 e x p e c t a t i o n s  of its i n t e r i m  
( n o w  p e r m a n e n t )  m a n a g e m e n t .

T h e  c o r r e c t i v e  e f f o r t s  a n d  m e a s u r e s  h a v e  f a l l e n  into  s e v e r a l  
b r o a d  c a t e g o r i e s ,  as f o l l o w s ;

L i q u i d a t i o n / C o n v e r s i o n / P r e v e n t i o n  of N o n - P e r f o r m i n g  L o a n s  
an d O t h e r  A s s e t s  - T h e r e  h as  b e e n  a m a j o r  a n d  c o n s i s t e n t  e f f o r t  
to r a t i o n a l l y  and  r e a l i s t i c a l l y  d e a l  w i t h  n o n - p e r f o r m i n g  l o a n s  
a n d  o t h e r  n o n - e a r n i n g  a s s e t s  o n  a n  i t e m - b y - i t e m ,  
a c c o u n t - b y - a c c o u n t .  b a s i s .  T h i s  h a s  r e q u i r e d  a n  e x t e n s i v e  
c o m m i t m e n t  to d e v e l o p i n g  th e a n a l y t i c a l  a n d  c o m m u n i c a t i o n s  
s k i l l s  of l o a n  o f f i c e r s ,  to the c o n t r o l  a n d  d i r e c t i o n  of l e g a l  
c o u n s e l ,  a n d  to th e e d u c a t i o n  of b o r r o w e r s .  T h e r e  ha s  b e e n  a 
s i m i l a r  c o m m i t m e n t  to t h e  c r e a t i v e  a n d  e f f i c i e n t  m a r k e t i n g  or 
o t h e r  d i s p o s i t i o n  of a c q u i r e d  a s s e t s .  F i n a l l y .  a n d  a g a i n  
t h r o u g h  t h e  r e - d i r e c t i o n  of l o a n  o f f i c e r s '  a t t e n t i o n  an d 
e n e r g i e s ,  t h e r e  w a s  in 1 9 8 5  a s u c c e s s f u l  p r o g r a m  of e a r l y  

a t t e n t i o n  to d e l i n q u e n c i e s  on  p e r f o r m i n g  l o a n s  for the p u r p o s e  
of p r e v e n t i n g  t h e m  f r o m  e v o l v i n g  in to  s e r i o u s  p r o b l e m s .
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R e d u c t i o n  of O p e r a t i n g  E x p e n s e s .  a n d  I n c r e a s e s  in 
E f f e c t i v e n e s s  - B e g i n n i n g  in J u n e  1985, t h e r e  w a s  a d e t e r m i n e d  

e f f o r t  to i d e n t i f y  a n d  e l i m i n a t e  e x c e s s i v e  o p e r a t i n g  e x p e n s e s  
a n d  o t h e r  b a r r i e r s  to m a x i m u m  e f f i c i e n c y .  In the fo ur  y e a r s  
e n d i n g  D e c e m b e r  31, 19 8 4,  C F A B ' s  o p e r a t i n g  e x p e n s e s  h a v e
a v e r a g e d  $ 3 , 2 2 7 , 0 0 0  a n n u a l l y .  1 9 84  o p e r a t i n g  e x p e n s e s  ha d 
t o t a l e d  $ 3 , 2 6 0 , 0 0 0 ;  t h e r e  w a s  $ 3 , 2 8 8 , 0 0 0  b u d g e t e d  for 1985. Ar  
of M a y  31. 1985, a c t u a l  o p e r a t i n g  e x p e n s e s  for the y e a r  to d a t e  
had b e e n  s l i g h t l y  g r e a t e r  t h a n  t h o s e  b u d g e t e d .  M a n a g e m e n t ' s  

o b j e c t i v e  w a s  to r e d u c e  t h o s e  e x p e n s e s  to t h e  n e c e s s a r y  m i n i m u m  
for the r e m a i n d e r  of 1 9 8 5  a n d  to p o s i t i o n  C F A B  to e n t e r  1 9 8 6  

w i t h  p r o j e c t * ^  e x p e n s e s  of $ 1 . 0  m i l l i o n  l e ss  t h a n  the h i s t o r i c a l  
$ 3 . 2  m i l l i o n  level .

F i n a n c i a l  R e s t r u c t u r i n g  - W h i l e  t h e  c a s h  f l o w  d e f i c i t ,  the 
c a p i t a l  i m p a i r m e n t ,  the e x c e s s i v e  d e b t  load, a nd  the p r o j e c t e d  

n e t  i n c o m e  s h o r t f a l l  a l l  r e p r e s e n t e d  i m m e d i a t e  t h r e a t s  to C F A B ' s  
e x i s t e n c e  a n d  r e q u i r e d  u r g e n t  a t t e n t i o n ,  t h e y  a l s o  c a r r i e d  
s e v e r e  n e g a t i v e  i m p l i c a t i o n s  f o r  t he  l o n g  term. C F A B  has a 

s t a t u t o r y  o b l i g a t i o n  to r e p u r c h a s e  t he  S t a t e ' s  $ 3 1 . 8  m i l l i o n  
i n v e s t m e n t  b y  the y e a r  2 0 0 0 .  C F A B  ha s  a b s o l u t e l y  no s o u r c e s  of 
c a s h  e x c e p t  (1) b o r r o w i n g s .  (2) e a r n i n g s ,  a n d  (3) i n v e s t m e n t  b y  
o w n e r s .  Its b o r r o w i n g  c a p a c i t y  ha d b e e n  v i r t u a l l y  e x h a u s t e d  in 
e a r l y  19 85; t h e r e  w e r e  no b a s e s  o n  w h i c h  to c r e d i b l y  p r o j e c t  n e t  
c a s h  e a r n i n g s  in th e f o r e s e e a b l e  f u t u r e ;  a n d  t h e r e  had n w e r  
b e e n  s i g n i f i c a n t  c a s h  i n v e s t m e n t  b y  o w n e r s  (other t h a n  the 
S t a t e ) ,  n o r  w a s  t h e r e  a n y  m e c h a n i s m  in pi j to p r o v i d e  for s u c h  
i n v e s t m e n t .  It s e e m  i m p e r a t i v e  in e a r l y  1 9 8 5  that, a s s u m i n g  
C F A B ' s  s h o r t - t e r m  s u r v i v a l ,  a f o u n d a t i o n  be l a i d  t h at  w o u l d  o v e r  
the l o n g  t e r m  e n h a n c e  C F A B :s a b i l i t y  to b o r r o w ,  to earn, a n d  to 
a t t r a c t  o w n e r  i n v e s t m e n t .

B u s i n e s s  D e v e l o p m e n t  - T h e  w r i t t e n  r e c o r d  s u g g e s t s  c l e a r l y  
t h a t  a p r i m a r y  c o n s i d e r a t i o n  in th e c o n c e p t i o n  a n d  e s t a b l i s h m e n t  
of C F A B  w a s  to p r o v i d e  g r e a t e r  a c c e s s  to c r e d i t  for " s m a l l "  
i n d i v i d u a l  f i s h e r m e n .  W h i l e  th e p e r f o r m a n c e  o v e r  the e n s u i n g  

f i v e  y e a r s  t e n d s  to be o b s c u r e d  b y  th e l a r g e  d o l l a r  v o l u m e s  
a s s o c i a t e d  w i t h  f i s h  a n d  t i m b e r  p r o c e s s i n g  a c c o u n t s  an d by  the 

d r a m a t i c  i m p a c t  of m i s a d v e n t u r e s  a n d  i m p r u d e n c e ,  a c l o s e  
s c r u t i n y  of t h e  n u m b e r  a n d  s i z e s  of l o a n s  r e s u l t s  in a c l e a r  
c o n c l u s i o n  t h a t  it is the b o d y  of i n d i v i d u a l  f i s h e r m e n  w h o  h a v e  
b e e n  b e s t  s e r v e d  b y  C F A B .  It is t h e y  - e r i s t i n g  i n d i v i d u a l  
b o r r o w e r s  a n d  t h e i r  n o n - b o r r o w i n g  p e e r s  - w h o  h a v e  b e n e f i t e d  
m o s t  f r o m  C F A B ' s  e x i s t e n c e  a n d  w h o  w o u l d  s u f f e r  m o s t  s e v e r e l y  
w e r e  C F A B  to be l i q u i d a t e d .  U n f o r t u n a t e l y ,  it is a c o s t l y  
m a r k e t  to s e r v e ,  it is a m a r k e t  w h i c h  r e p r e s e n t s  u n u s u a l  
c o n c e n t r a t i o n  of n e a r l y  u n c o n t r o l l a b l e  risk, a n d  it is a m a r k e t  
of i n d i v i d u a l s  w h o s e  a b i l i t y  to r e s p o n d  to f i n a n c i a l  p r e s s u r e s  
is l i m i t e d .  It is on  t h a t  b o d y  of b o r r o w e r s  t h a t  the e f f e c t  of 
C F A B ' s  1 9 8 4 / 1 9 8 5  c i r c u m s t a n c e s  fe ll  m o s t  h a r s h l y  (in the f o r m  of 
i n t e r e s t  r a t e s  m a i n t a i n e d  at a burdenso.ae l e v e l . )  O n e  of the
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r e s u l t s  of t h a t  w a s  t h e  f l i g h t  of b e t t e r .  i.e., m o r e  
c r e d i t w o r t h y ,  b o r r o w e r s  to o t h e r  l e n d e r s ;  t h i s  s e r v e d  o n l y  to 

e x a c e r b a t e  th e p r e s s u r e  o n  r e m a i n i n g  b o r r o w e r s  a nd  to f u r t h e r  
t h r e a t e n  C F A B ' s  s t a b i l i t y .  T h a t  t r e n d  c o n t i n u e d  t h r o u g h  1985, 
and  it b e c a m e  c r i t i c a l  to a t t e m p t  to d e v e l o p  l o a n  p r o g r a m s  w h i c h  
w o u l d  m a k e  C F A B  m o r e  a t t r a c t i v e  to e x i s t i n g  a n d  p o t e n t i a l  
b o r r o w e r s ,  p a r t i c u l a r l y  t h o s e  w h o  r e p r e s e n t e d  s t a b i l i t y  an d  g o o d  
p e r f o r m a n c e .

19 85  R E S U L T S  A N D  Y E A R - E N D  C I R C U M S T A N C E S

A t  D e c e m b e r  31, 1985, C F A B ' s  f u n d a m e n t a l  f i n a n c i a l  
c i r c u m s t a n c e s  w e r e  g r e a t l y  i m p r o v e d  o v e r  t h o s e  of a yea r e a r l i e r  
or of th e S p r i n g  of 1985. T h a t  i m p r o v e m e n t  c a n  be q u a n t i f i a b l y  
e x p r e s s e d  in a n u m b e r  and v a r i e t y  of w a y s :

1) A t  D e c e m b e r  31, 1 9 8 4 ,  n o n - e a r n i n g  l o an s t o t a l e d  
$ 3 1 , 9 7 9 , 0 0 0 ;  at D e c e m b e r  31, 1985 . t h e  total w a s  

$ 1 5 , 6 5 3 , 0 0 0 .  W h i l e  a b o u t  $ 3 . 5  m i l l i o n  of the  ne t r e d u c t i o n  
w a s  d u e  to c h a r g e - o f f s ,  t h e  g r e a t e r  p o r t i o n  r e s u l t e d  f r o m  
l i q u i d a t i o n s  a n d  f r o m  r e - s t r u c t u r i n g s .

2) A t  D e c e m b e r  31, 1 9 84 , C F A B  had  189 d e l i n q u e n t  l o a n s  
( i n c l u d i n g  n o n - e a r n i n g  l o a n s ) .  A  y e a r  l a t e r ,  the n u m b e r  w a s  
115.

3) D u r i n g  1985, the b o o k  v a l u e  of a c q u i r e d  a s s e t s  ( w h i c h  
a r e  a l s o  n o n - e a r n i n g  a s s e t s )  w a s  r e d u c e d  f r o m  $ 2 , 3 6 1 , 0 0 0  to 
$ 1 . 6 0 6 , 0 0 0 .

4) C F A B  b e g a n  1935 w i t h  $ 8 0 , 5 7 4 , 0 0 0  of i n t e r e s t - b e a r i n g  
d e b t  a n d  c n l y  $ 6 9 , 1 1 0 , 0 0 0  of e a r n i n g  l o a n s . At y e a r - e n d  
t h o s e  b a l a n c e s  s t o o d  a t  $ 4 8 , 2 6 8 , 0 0 0  a n d  $ 5 5 , 3 1 2 , 0 0 0  
r e s p e c t i v e l y .

5) In c o n t r a s t  to the 1 9 8 4  l o s s  of $ 9 , 9 7 8 , 0 0 0 ,  C F A B  in 
1 9 8 5  h a d  n e t  i n c o m e  of $ 1 1 4 , 0 0 0 .  M o s t  of the $ 1 0 , 0 9 2 , 0 0 0  
d i f f e r e n c e  c a n  be a t t r i b u t e d  to th e  l a c k  of m a j o r  n e w  c r e d i t  
l o s s e s  in  1985. H o w e v e r ,  a n o t h e r  m a j o r  e l e m e n t  w a s  the 
e f f e c t i v e  r e d u c t i o n  of o p e r a t i n g  e x p e n s e .  A l t h o u g h  the 
r e d u c t i o n  e f f o r t  wa s  n o t  i n i t i a t e d  u n t i l  J u ne,  and a l t h o u g h  
c e r t a i n  of the  c o s t - c o n t a i n m e n t  a c t i o n s  i n v o l v e d  r e l a t i v e l y  
l a r g e  o n e - t i m e  c o st s t h e m s e l v e s .  C F A B  c o n c l u d e d  1985 w i t h  
o p e r a t i n g  e x p e n s e s  e x a c t l y  $ 4 0 0 , 0 0 0  b e l o w  t h o s e  b u d g e t e d .  
C F A B  h a s  p r e p a r e d  and is c o m m i t t e d  to a 198 6 o p e r a t i n g  
e x p e n s e  b u d g e t  a p p r o x i m a t e l y  $ 1 . 0  m i l l i o n  b e l o w  the 
h i s t o r i c a l  $ 3 . 2  m i l l i o n  a v e r a g e .

6) T h e  S p o k a n e  B a n k  f o r  C o o p e r a t i v e s  r o u t i n e l y  e x a m i n e s  
a n d  e v a l u a t e s  C F A B ' s  l o a n  p o r t f o l i o ,  w h i c h  is the b a s i c  
c o l l a t e r a l  u n d e r l y i n g  C F A B ' s  b o r r o w i n g s  f r o m  SBC. A t
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A p r i l  30, 1985, S B C  c a l c u l a t e d  that , b y its ( S B C ' s )  
s t a n d a r d s ,  t he  c o l l a t e r a l  w a s  w o r t h  $ 1 3 , 4 0 0 , 0 0 0  less t h a n  
t h e  b o r r o w i n g s  it s e c u r e d .  At y e a r - e n d ,  C F A B  had r e d u c e d  
t h a t  c o l l a t e r a l  d e f i c i t  - m e a s u r e d  b y  th e s a m e  s t a n d a r d s  - 
to $ 3 , 1 0 0 , 0 0 0 ,  a n  i m p r o v e m e n t  of o v e r  $ 1 0 . 0  m i l l i o n .

7) T h e  b o r r o w i n g  r e l a t i o n s h i p  w i t h  S B C  ha s i m p r o v e d  in 
o t h e r ,  les s q u a n t i f i a b l e ,  w a y s .  A f t e r  n e a r l y  a y e a r  of v e r y  
l i m i t e d  c o m m i t m e n t s .  C F A B  w a s  a b l e  in S e p t e m b e r  1 9 8 5  to 
n e g o t i a t e  a s i x - m o n t h  S B C  l o a n  c o m m i t m e n t .  I n d i c a t i o n s  a r e  
t h a t  th e n e x t  c o m m i t m e n t ,  e f f e c t i v e  A p r i l  1, 1986, w i l l  a l s o  
be f o r  s i x  m o n t h s  or p o s s i b l y  t w e l v e  m o n t h s .

f t * * * * * * * * *

A s  i n d i c a t e d  e a r l i e r ,  a c r i t i c a l  l o n g - t e r m  n e e d  for C F A B  w a s  
to d e v e l o p  a m e c h a n i s m  a n d  s t r u c t u r e  to a t t r a c t  o w n e r  

i n v e s t m e n t .  S u c h  i n v e s t m e n t ,  o v e r  a p e r i o d  of time, w o u l d  -in
t u r n  p o s i t i v e l y  i n f l u e n c e  C F A B ' s  e a r n i n g  p r o s p e c t s  an d b o r r o w i n g  
a b i l i t y .  D u r i n g  the last h a l f  of 1 9 8 5  , w i t h  the a s s i s t a n c e  of 
s p e c i a l i z e d  l e g a l  c o u n s e l ,  C F A B  d e v e l o p e d  a n e w  m e m b e r / b o r r o w e r  
e q u i t y  i n v e s t m e n t  p r o g r a m .  T h a t  p r o g r a m ,  w h i c h  b e c a m e  e f f e c t i v e  
J a n u a r y  1, 1986, r e q u i r e s  t h a t  e a c h  n e w  b o r r o w e r  ( i n c l u d i n g  
"o l d "  b o r r o w e r s  a c q u i r i n g  n e w  l o a n s )  p u r c h a s e  a m o d e s t  a m o u n t  
- 5 p e r c e n t  of t he  b o r r o w i n g  - of s t o c k  in C F AB . T h a t  s t o c k  
r e p r e s e n t s  a t r u e  e q u i t y  i n v e s t m e n t ,  i.e.. r i s k  c a p i t a l .  W h i l e  
t h i s  n e w  p r o g r a m  w i l l  h a v e  a n  a l m o s t  i n s i g n i f i c a n t  e f f e c t  on 
C F A B ' s  c u r r e n t  c o n d i t i o n ,  it d o e s  l a y  t h e  f o u n d a t i o n  for g e n u i n e  
rnd l o n g - t e r m  c a p i t a l  g r o w t h .

T w o  o t h e r  s i g n i f i c a n t  bu t u n g l a m o r o u s  p r o g r a m s  w e r e  
d e v e l o p e d  in 1 9 8 5 a n d  m a d e  e f f e c t i v e  at the b e g i n n i n g  of 198 6.
E a c h  of t h e m  is d e s i g n e d  to m a k e  C F A B  f i n a n c i n g  m o r e  a t t r a c t i v e  
a n d / o r  m o r e  e f f e c t i v e ,  e s p e c i a l l y  to i n d i v i d u a l  f i s h e r m e n .  O n e  
p r o g r a m  in p a r t i c u l a r  w i l l  p e r m i t  C F A B  to be m o r e  a g g r e s s i v e  
a n d  m o r e  c o m p e t i t i v e  in s e e k i n g  a n d  r e t a i n i n g  m o r e  c r e d i t w o r t h y  
b o r r o w e r s .

* * * * * * * * * *

It is' n o t  u n r e a s o n a b l e  to a s s e r t  t h a t  C F A B  ha s e f f e c t i v e l y  
m o v e d  i t s e l f  b a c k  f r o m  th e b r i n k  of i m m i n e n t  d i s a s t e r  and has

d i f f u s e d  the  ai r of c r i s i s  w h i c h  i n f l u e n c e d  the d a y - t o - d a y  
a c t i v i t i e s  d u r i n g  m u c h  of 1985.  H o w e v e r ,  its m o s t  d i f f i c u l t
c h a l l e n g e s  li e a h e a d  of it. T h e  m o s t  o b v i o u s  and m o s t  
q u a n t i f i a b l e  is the s t a t u t o r y  r e q u i r e m e n t  t h a t  the $ 3 1 . 8  m i l l i o n  
S t a t e  i n v e s t m e n t  be r e p u r c h a s e d  in. or by, the y e a r  2 0 0 0 .
P e r h a p s  a g o o d  i l l u s t r a t i o n  of t he  m a g n i t u d e  of t h at  r e q u i r e m e n t  
is to p o i n t  o u t  t h a t  if C F A B  w e r e  to m a k e  14 a n n u a l  c a s h  
p a y m e n t s  to a f u n d  e a r n i n g  e i g h t  p e r c e n t  a n n u a l l y ,  t h o s e  
p a y m e n t s  w o u l d  n e e d  to be s l i g h t l y  m o r e  t h a n  $ 1 , 3 1 3 , 0 0 0  in o r d e r  
to r e a c h  t h e  $ 3 1 . 8  m i l l i o n  o b j e c t i v e .  C F A B  d o e s  no t h a v e  a
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c u r r e n t  a b i l i t y  to g e n e r a t e  $ 1 , 3 1 3 , 0 0 0  of c a s h  a n n u a l l y ,  nor c a n  
s u c h  a n  a b i l i t y  be c r e d i b l y  p r o j e c t e d  for the n e a r  fu t ur e.  If 
s u c h  a p r o g r a m  w e r e  n e c e s s a r i l y  d e f e r r e d  u n t i l  t h e r e  w e r e  o n l y  
t e n  y e a r s  r e m a i n i n g ,  the a n n u a l  p a y m e n t  a m o u n t  w o u l d  be s l i g h t l y  
o v e r  $ 2 , 1 9 5 , 0 0 0 .  O b v i o u s l y ,  t i m e  is of t he  e s s e n c e  in the 
e f f o r t  to b u i l d  C F A B ' s  a b i l i t y  to g e n e r a t e  cash.

T h e  s e c o n d  m a j o r  c h a l l e n g e .  s o m e w h a t  m o r e  d i f f i c u l t  to 
e x p r e s s  t h a n  t h e  fi rst, lies in t he f a c t  t h a t  C F A B  is c l e a r l y  
c a u g h t  in a c l a s s i c  sp iral, a n  " a d v e r s e  s e l e c t i o n "  p r o c e s s ,  
w h i c h  h a s  b e e n  the d o w n f a l l  o f  m a n y  l e n d i n g  i n s t i t u t i o n s .  T h e  
p r o c e s s  is n o t  n e c e s s a r i l y  i r r e v e r s i b l e  but, as the "sp*r;.l" 
d e s c r i p t o r  i m p l i e s ,  d o e s  g a i n  m o m e n t u m  w i t h  e a c h  p a s s i n g  d a y .  
S i n c e ,  b e g i n n i n g  b a c k  in la te  1983 or e a r l y  1984, s u c h  a l a r g e  
v o l u m e  of C F A B ' s  l o a n s  hav e b e e n  in a n o n - e a r n i n g  s t a t u s ,  C F A B  
h a s  h a d  to a t t e m p t  to m a x i m i z e  its g r o s s  i n c o m e  o n  the r e m a i n i n g  
p o r t i o n  of its l o a n  p o r t f o l i o  in o r d e r  to m e e t  its o w n  i n t e r e s t  
a n d  e x p e n s e  o b l i g a t i o n s .  T h i s  h as  m e a n t  m a i n t a i n i n g  i n t e r e s t  
r a t e s  at a l e v e l  p e r c e i v e d  to be " h i g h "  by m o s t  b o r r o w e r s  a n d  
w h i c h ,  in fact,  h a v e  g e n e r a l l y  b e e n  h i g h e r  t h a n  t h o s e  o f f e r e d  by  
o t h e r  l e n d e r s  to m o r e  a t t r a c t i v e  b o r r o w e r s .  O v e r  the p a s t  18 
m o n t h s ,  m a n y  of t h o s e  a t t r a c t i v e  b o r r o w e r s  h a v e  e l e c t e d  to 
r e - f i n a n c e  t h e i r  C F A B  loans w i t h  o t h e r  l e n d e r s .  It is n o t  
p o s s i b l e  to a s c r i b e  m o t i v a t i o n  to e v e r y  s u c h  r e - f i n a n c i n j ,  b u t  
C F A B ' s  m a n a g e m e n t  e s t i m a t e s  c o n s e r v a t i v e l y  t h a t  $ 1 2 . 0  to $ 1 8 . 0  
m i l l i o n  of l o a n  v o l u m e  has b e e n  l o s t  in thi s w a y  t h r o u g h  
D e c e m b e r  31. 1985, and the t r e n d  is c o n t i n u i n g .  T h i s  is
a l a r m i n g .  C F A B ' s  l o a n  p o r t f o l i o  is g r a d u a l l y  b e i n g  p e e l e d  a w a y  
to a c o r e  of " s m a l l "  i n d i v i d u a l  b o r r o w e r s ,  i n d i v i d u a l s  wh o  h a v e  
few, if any. alternative- s o u r c e s  of f i n a n c i n g  a n d  w h o  ar e l e a s t  

a b l e  to b e a r  th e b u r d e n s  of i n c r e a s e d  i n t e r e s t  rates, i n s u r a n c e  
p r e m i u m s ,  a n d  o t h e r  e x p e n s e s .  T h e y  a r e  th e b o r r o w e r s  w h o  a r e  
m o s t  c o s t l y  to se rve , and e a c h  n o t c h  of i n t e r e s t  r a t e  (or o t h e r )  
p r e s s u r e  c r e a t e s  a c e r t a i n  n u m b e r  of n e w  p r o b l e m  l o a n  a c c o u n t s ,  
w h i c h  c a u s e  a d d i t i o n a l  s e r v i c i n g  or c o l l e c t i o n  c o s t s  for C F A B .  
w h i c h  in t u r n  c a u s e  a nee d for g r e a t e r  i n t e r e s t  i n co me . D e s p i t e  
t h e  r e c e n t  s u c c e s s  at r e d u c i n g  C F A B  o p e r a t i n g  e x p e n s e s ,  it m u s t  
be r e c o g n i z e d  t h a t  a c e r t a i n  l a r g e  p o r t i o n  of t h o s e  e x p e n s e s  a r e  
" f i x e d "  a n d  c a n n o t  be f u r t h e r  r e d u c e d  no m a t t e r  h o w  m u c h  C F A B ' s  
l o a n  v o l u m e  m a y  s h r i n k .  In a d d i t i o n ,  it m u s t  be r e c o g n i z e d  as 
a x i o m a t i c - t h a t  if a n d  as C F A B ' s  l o a n  p o r t f o l i o  c o n t a i n s  a 
g r e a t e r  p e r c e n t a g e  of m a r g i n a l  or p r o b l e m  loans, e x p e n s e s  w i l l  
a c t u a l l y  i n c r e a s e .

T h e  f o r e g o i n g  d i s c u s s i o n  p l a c e s  e m p h a s i s  o n  a c o n t e x t  of 
m a r g i n a l  or p r o b l e m  c r e d i t  s i t u a t i o n s .  In r e a l i t y .  C F A B  - i f  it 

is l i m i t e d  by c i r c u m s t a n c e s ,  s t a t u t e ,  or o t h e r w i s e  to f i n a n c i n g  
o n l y  t h o s e  w h o  a p p e a r  to h a v e  t h e  g r e a t e s t  n e e d  f or  its s e r v i c e s  
(the " r m a l l "  i n d i v i d u a l  f i s h e r m e n )  - m a y  p r o v e  to be a n  
e c o n o m i c a l l y  u n f e a s i b l e  e n t e r p r i s e  u n d e r  th e b e st  of 
c o n d i t i o n s .  A  s o m e h w a t  o v e r s i m p l i f i e d  a n a l y s i s  of a f e w  b a s i c  
f a c t s  i l l u s t r a t e  t he po int:
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A. T h e  a v e r a g e  C F A B  l o a n  to a n  i n d i v i d u a l  f i s h e r m a n  t o d a y  
has a b a l a n c e  of a b o u t  $45,000..

B. T h e  a v e r a g e  i n t e r e s t  " s p r e a d "  o n  s u c h  loan s - t h a t  is, 
the d i f f e r e n c e  b e t w e e n  the i n t e r e s t  r a t e  C F A B  c h a r g e s  a n d  
the r a t e  it m u s t  p a y  o n  its o w n  b o r r o w i n g s  - is a b o u t  3 1/2 
p e r c e n t .

C. C F A B ' s  a n n u a l  n e t  i n t e r e s t  i n c o m e  on an  a v e r a g e  loan, 
then, is $ 1 , 5 7 5  (3 1 / 2 %  X $ 4 5 , 0 0 0 ) .

D. In o r d e r  to c o v e r  a b a s i c  o p e r a t i n g  e x p e n s e  b u d g e t  of 
$ 2 . 2  m i l l i o n  (again, $ 1 . 0  m i l l i o n  be l o w  h i s t o r i c a l  l e v e l s )  

C F A B  n e e d s  t he  n et  i n t e r e s t  i n c o m e  f r o m  1 . 3 9 7  " a v e r a g e "  
l o a n s  ( $ 2 , 2 0 0 , 0 0 0  d i v i d e d  by $ 1 , 5 7 5 ) .

T h e  a b o v e  a l l o w s  n o t h i n g  to c o v e r  n o n - o p e r a t i n g  e x p e n s e s ,  
a c c u m u l a t i o n  of a r e s e r v e  for l o a n  lo s s e s ,  c a p i t a l  e x p e n d i t u r e s ,  
f u n d i n g  of the $ 3 1 . 8  m i l l i o n  o b l i g a t i o n ,  etc. It a s s u m e s  no 
c r e d i t  l o s s e s ,  no s i g n i f i c a n t  d e l i n q u e n c i e s ,  no u n u s u a l  
d i f f i c u l t i e s  of a n y  kind. It is n o t  r e a l i s t i c .  C F A B  has n e v e r  
had  m o r e  t h a n  7 0 0  " a v e r a g e "  f i s h e r m a n  l o a n s  a n d  c o u l d  n o t  m a k e  
a nd  s e r v i c e  1 , 3 9 7  s u c h  l o a n s  w i t h o u t  a s i g n i f i c a n t  a n d  c o s t l y  
i n c r e a s e  in s t a ff . T h e  f i n a n c i n g  of a f i s h e r m a n ,  p a r t i c u l a r l y  
w i t h i n  the c o n t e x t  of A l a s k a ' s  g e o g r a p h y ,  is a n  e x p e n s i v e ,  
c u m b e r s o m e ,  a n d  r i s k y  v e n t u r e .  T h e  r o m a n c e  of f i s h i n g  m a y  tend  
to o b s c u r e  the f i n a n c i a l  i m p l i c a t i o n s .  but it is a 
c a p i t a  - i n t e n s i v e  b u s i n e s s  w h i c h  is a l s o  c h a r a c  e r i z e d  by n e a r l y  
u n c o n t r o l l a b l e  m a j o r  c o s t s  ( i n s u r a n c e  a n d  fuel, for e x a m p l e ) ;  it 
is a b u s i n e s s  in w h i c h  its m e m b e r s  h a v e  no c o n t r o l  of the b a s i c  
r e s o u r c e .  Its m e m b e r s  at b e s t  h a v e  o n l y  t h e  r i g h t  to c o m p e t e
w i t h  e a c h  o t h e r  for a s h a r e  of r e s o u r c e s  c o n t r o l l e d  by o t h e r  
hu m a n ,  p o l i t i c a l ,  n a t u r c l .  a n d  i n t e r n a t i o n a l  f o r c e s .  It is a 
b u s i n e s s  in w h i c h  an  u n u s u a l  - a n d  u n p r e d i c t a b l e  - n u m b e r  of 
i n d i v i d u a l  f a i l u r e s  a r e  i n e v i t a b l e .

T h e  f i n a n c i n g  of f i s h e r m e n  - w h i c h ,  in m o s t  c a se s,  i n v o l v e s  
v e s s e l  s e c u r i t y  - is c u m b e r s o m e  a n d  t h e r e f o r e  c o s t l y .  T h e

p r o c e d u r e s  for t a k i n g  a l i e n  o n  a v e s s e l  a r e  u n l i k e  t h o s e  for 
a n y  o t h e r  k i n d  of p e r s o n a l  or b u s i n e s s  a s s e t  (at l e a s t  in the 

U n i t e d  S t a t e s ) .  T h e y  a r e  the p r o v i n c e  of a v i r t u a l l y
u n r e g u l a t e d  a n d  u n i q u e  a g e n c y .  T h e y  a r e  s u b j e c t  to a b o d y  of 

l a v  r o o t e d  in c e n t u r i e s  p a s t  a n d  r e c o g n i z e d  by the l e g a l
p r o f e s s i o n  as a s p e c i a l t y ,  w h i c h  a g a i n  t r a n s l a t e s  in to  u n u s u a l  

co s t s .  W h e n  the i n e v i t a b l e  f a i l u r e s  o c c u r ,  the v e s s e l  l i e n  
f o r e c l o s u r e  p r o c e s s  r e p r e s e n t s  a n  a d d i t i o n a l  a nd  i n e v a d a b l e
c r e d i t o r ' s  n i g h t m a r e .  In t he  b e s t  of c i r c u m s t a n c e s ,  a c a s e  in 
w h i c h  t he  v e s s e l  o w n e r / b o r r o w e r  is c o o p e r a t i v e ,  the l e n d e r  w i l l  
s p e n d  a b o u t  $ 6 , 0 0 0  in M a r s h a l ' s  fees , c o u r t  a nd  a t t o r n e y ' s
c o s t s ,  i n s u r a n c e ,  m o o r a g e ,  etc. , b e f o r e  it has o w n e r s h i p  a nd
p o s s e s s i o n  of the v e s s e l .  A c c o r d i n g  to a m a j o r  A n c h o r a g e  l a w
firm, a m o r e  t y p i c a l  v e s s e l  f o r e c l o s u r e  c o s t  w o u l d  be $ 1 2 , 0 0 0  to
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$ 1 6 , 0 0 0  (t he a n n u a l  net i n t e r e s t  i n c o m e  o n  8 to 10 a v e r a g e  
l o a n s ) .  W h e n  the f o r e c l o s u r e  p r o c e s s  is c o m p l e t e .  th e 
l i q u i d a t i o n  p r o c e s s  b e c o m e s  o n e  m o r e  o p p o r t u n i t y  for a l m o s t  

c e r t a i n  loss. A g a i n ,  the s c e n a r i o  is d i f f e r e n t  t h a n  for a l m o s t  
a n y  o t h e r  f o r m  of f o r e c l o s e d  c o l l a t e r a l .  T h e  m a r k e t  for f i s h i n g  
v e s s e l s  is l i m i t e d ,  c l o s e - k n i t ,  a n d  h i g h l y  s u b j e c t i v e .  B e c a u s e  
of the u n i q u e  p r o c e d u r a l  r e q u i r e m e n t s  r e l a t e d  to v e s s e l  
o w n e r s h i p ,  it is l i t e r a l l y  i m p o s s i b l e  to c a m o u f l a g e  the n a t u r e  
a n d  c i r c u m s t a n c e s  of s u c h  a sale. T h e  b o t t o m  l i n e  is that, 
e x c e p t  in u n u s u a l  c a s e s ,  th e p r o c e e d s  r e a l i z e d  f r o m  c o l l a t e r a l  
l i q u i d a t i o n  w i l l  be s i g n i f i c a n t l y  les s t h a n  th e l o a n  b a l a n c e  
i n v o l v e d ,  c r e a t i n g  y e t  a n o t h e r  los s w h i c h  c a n  o n l y  be c h a r g e d  
a g a i n s t  th e i n t e r e s t s  of p e r f o r m i n g  b o r r o w e r s .

Al l of the a b o v e  f a c t o r s  w e r e  a l m o s t  c e r t a i n l y  a m o n g  the 
p r i m a r y  r e a s o n s  t h a t  the n e e d  for "a C F A B "  w a s  p e r c e i v e d  in the 
l a t e  1 9 7 0 ' s :  t r a d i t i o n a l ,  p r o f i t - o r i e n t e d ,  an d  r e g u l a t e d
c o m m e r c i a l  l e n d e r s  a b s t a i n e d  f r o m  w i d e s c a l e  f i n a n c i n g  -of 
i n d i v i d u a l  f i s h e r m e n  b e c a u s e  it was. a n d  is. a m a r k e t  
c h a r a c t e r i z e d  by l i m i t e d  p o t e n t i a l  for p r o f i t  but b e a r i n g  
i n o r d i n a t e  r i s k  of loss.

T h e  c r e a t i o n  of C F A B  w a s  a v i s i o n a r y  r e s p o n s e  to a c l e a r  
ne ed . I m p l e m e n t a t i o n  of the u n i q u e  c o n c e p t  has b e e n  

c h a r a c t e r i z e d  by s o m e  d r a m a t i c  e r r o r s  an d mi s  j u d g m e n t s . the 
e f f e c t s  of w h i c h  h a v e  b e e n  e x a c e r b a t e d  by m a j o r  u n f o r e s e e a b l e  
a nd u n c o n t r o l l a b l e  e x t e r n a l  f o r c e s .  T h e  r e su lt , a f t e r  n e a r l y  
s i x  y e a r s  of a c t u a l  c r e d i t  o p e r a t i o n s ,  is t h a t  the i n s t i t u t i o n  
h as s i g n i f i c a n t  f i n a n c i a l  w e a k n e s s e s  w h i c h  m u s t  be, an d  a r e  
be in g,  a d d r e s s e d .  T h e  r e a l i t y  of t h o s e  w e a k n e s s e s  a n d  the 
a p p e a l  of c r i t i c i z i n g  t h e i r  e x i s t e n c e  an d  c a u s e s ,  h o w e v e r ,  
s h o u l d  n o t  be a l l o w e d  to o v e r s h a d o w  the f a c t  t h a t  C F A B  h a s  m e t  
the f i n a n c i n g  n e e d s  of h u n d r e d s  of i n d i v i d u a l  f i s h e r m e n .  It has 
s e r v e d  t he i n t e r e s t s  of c o u n t l e s s  o t h e r s  s i m p l y  b y  its e x i s t e n c e  
in th e m a r k e t :  C F A E ' s  p r e s e n c e  as a n  a l t e r n a t i v e  l e n d e r  h as
p r o v i d e d  t h e  f i n a n c i a l l y  s t r o n g e r  a n d  m o r e  c r e d i t w o r t h y  
f i s h e r m e n  w i t h  a d d i t i o n a l  l e v e r a g e  in t h e i r  n e g o t i a t i o n s  w i t h  
o t h e r  c r e d i t  s o u r c e s .  In s h or t,  t h a t  f u n d a m e n t a l  p u r p o s e  is 
b e i n g  s e r v e d .  W h i l e  C F A B  is in a p o s i t i o n ,  a l b e i t  w e a k e n e d ,  to 
c o n t i n u e  t h a t  s e r v i c e  to day , a c o m m i t m e n t  to t h a t  p u r p o s e  
w i t h o u t  a d d r e s s i n g  th e l o n g - t e r m  r i s k s  a n d  e f f e c t s  is i m p r u d e n t  
to a n  e x t r e m e .

C F A B  ha s the t h e o r e t i c a l  a b i l i t y  to m o d i f y  th e f i n a n c i a l  and  
o p e r a t i o n a l  e f f e c t s  d i s c u s s e d  in the f o r e g o i n g  t h r o u g h  l o a n s  to 
the a g r i c u l t u r e  a n d  t i m b e r  i n d u s t r i e s  an d  to the p r o c e s s i n g  
s e g m e n t  of the f i s h i n g  i n d u s t r y .  I g n o r i n g  for th e m o m e n t  the 
r e a l i t i e s  a n d  o t h e r  c o n s t r a i n t s  w h i c h  l i m i t  t h a t  a b i l i t y  to a 
t h e o r e t i c a l  one. a n d  a s s u m i n g  c r e d i t w o r t h i n e s s  a m o n g  the 
p r o c e s s o r s  in g e n e r a l ,  the p o t e n t i a l  b e n e f i t s  to C F A B  a n d  its 
i n d i v i d u a l  b o r r o w e r - m e m b e r s  a r e  gr ea t.  F o r  e x a m p l e ,  t e r m  loa ns  
of $ 2 . 5  m i l l i o n  e a c h  to f i v e  p r o c e s s o r s  w i l l  y i e l d  n et  i n t e r e s t
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i n c o m e  of $ 4 3 7 , 5 0 0  ( $ 1 2 . 5  m i l l i o n  X 3. 5 % )  a n n u a l l y ;  a n d  the
s e r v i c i n g  d e m a n d s  on  C F A B  ar e  no t s i g n i f i c a n t l y  g r e a t e r  t h a n  

t h o s e  of a n  e q u a l  n u m b e r  of l o a n s  to i n d i v i d u a l  f i s h e r m e n .  
N u m b e r s  of t h a t  m a g n i t u d e  t r a n s l a t e  i n t o  i n c r e a s e d  n e t  e a r n i n g s  
a n d  e q u i t y  g r o w t h .  w h i c h  in t j r n  t r a n s l a t e  i n t o  e n h a n c e d  
f i n a n c i a l  s t a b i l i t y  a n d  l e n d i n g  c a p a c i t y .

Of t h o s e  a d d i t i o n a l  m a r k e t s  c i t e d ,  t he  g r e a t e s t  p o t e n t i a l  
o p p o r t u n i t y ,  in d o l l a r s ,  l i e s  a m o n g  the s e a f o o d  p r o c e s s o r s .  

U n d e r  p r e s e n t  c i r c u m s t a n c e s ,  h o w e v e r ,  th e e x i s t e n c e  of t h a t  
o p p o r t u n i t y  is i l l u s o r y ;  it m u s t  be r e f e r r e d  to an  

" t h e o r e t i c a l . "  T h i s  is d u e  to t h e  n a t u r e  a n d  o r i g i n  of t he  
c a p i t a l  i n v e s t m e n t  in t h e  A l a s k a  s e a f o o d  p r o c e s s i n g  i n d u s t r y ,  
c o u p l e d  w i t h  t h e  s t r i c t u r e s  of AS 4 4 . 8 1 . 2 1 0 . ( a )(1). T h a t  
s t a t u t e  p r o v i d e s  in p a r t  t h a t  C F A B  m a y  m a k e  l o a n s  o n l y  to t h o s e  
c o p o r a t i o n s  ( m o s t  m a j o r  s e a f o o d  p r o c e s s o r s  a r e  c o r p o r a t e  
e n t i t i e s )  of w h i c h  the m a j o r i t y  o w n e r s h i p  a n d  c o n t r o l  is v e s t e d  
in A l a s k a  r e s i d e n t s .

T h e  s t a t u t e  e f f e c t i v e l y  m a k e s  a l a r g e  p a r t  of th e i n d u s t r y  
i n e l i g i b l e  to b o r r o w  f r o m  C F A B .  It is n ot u n r e a l i s t i c  to 
g e n e r a l i z e  t h a t  l a r g e r  p r o c e s s o r s  t e n d  to be m o r e  f i n a n c i a l l y  
s t a b l e  a n d  m o r e  c r e d i t w o r t h y  t h a n  s m a l l e r  p r o c e s s o r s .  In s o m e  
i n s t a n c e s ,  e c o n o m i e s  of s c a l e  a r e  s i g n i f i c a n t  - m o r e  g e n e r a l  
p o s i t i v e  c h a r a c t e r i s t i c s .  t h o u g h ,  ar e  m u l t i p l e  p l a n t s  and 
d i v e r s i f i e d  o p e r a t i o n s ;  h i g h l y  d e v e l o p e d  l e v e l s  of m a n a g e m e n t ,  
m a r k e t i n g ,  p l a n n i n g ,  a n d  b u d g e t i n g  e x p e r t i s e :  a n d  b r o a d  p r o d u c t  
m i x e s .

D u r i n g  1985, C F A B  c a r r i e d  o u t  a s u r v e y  a n d  a n a l y s i s  of the 
o w n e r s h i p  of A l a s k a  s e a f o o d  p r o c e s s o r s .  C o m p l e t e  o w n e r s h i p  
i n f o r m a t i o n  is d i f f i c u l t  to o b t a i n  in m a n y  ca se s;  h o w e v e r ,  a 
v a r i e t y  of s o u r c e s  w a s  c o n s u l t e d ,  a n d  the f i n d i n g s  a r e  b e l i e v e d  
to be c r e d i b l e .  A  t o t a l  of 78 s h o r e b a s e d  p r o c e s s o r s  e n t i t i e s  
(in a d d i t i o n  to 43 " f l o a t e r "  p r o c e s s o r s )  w a s  i d e n t i f i e d ,  as 
f o l l o w s :

A n n u a l  S a l e s N u m b e r

$ 1 0 . 0  m i l l i o n  or m o r e  
$ 1. 0  m i l l i o n  to $ 1 0 . 0  m i l l i o n  

L e s s  t h a n  $ 1 . 0  M i l l i o n

2 2

33
23

T o t a l  - 2 1

T h e  d i s t r i b u t i o n  of o w n e r s h i p ,  in t e r m s  of s t a t u t o r y  
e l i g i b i l i t y  fo r C F A B  f i n a n c i n g .  is i n t e r e s t i n g .  O f  the 18 
p r o c e s s o r s .  45 of t h e m  - s l i g h t l y  o v e r  57 p e r c e n t  - a r e  
e l i g i b l e .  T w e n t y  of t h o s e  45. h o w e v e r ,  a r e  in th e g r o u p  w i t h  
a n n u a l  s a l e s  of le ss  t h a n  $ 1 . 0  m i l l i o n .  T h e y  r e p r e s e n t  l i m i t e d  
f i n a n c i n g  o p p o r t u n i t i e s  a n d  r e q u i r e m e n t s .  M a n y  of t h e m  ar e  
p r i v a t e l y  f i n a n c e d  a n d / o r  i n t e g r a t e d  h a r v e s t i n g / p r o c e s s i n g  

o p e r a t i o n s ,  or a r e  h i g h l y  s p e c i a l i z e d  a n d  l i m i t e d  o p e r a t i o n s  
f i n a n c e d  by  t h e i r  m a r k e t  base.
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Of  the r e m a i n i n g  25 e l i g i b l e  p r o c e s s o r s ,  20 a r e  in th e $ 1 . 0  
m i l l i o n  to $ 1 0 . 0  m i l l i o n  s a l e s  g r o u p .  It is d i f f i c u l t  to 
g e n e r a l i z e  a b o u t  t h o s e  20. C F A B  has, or has  had. c r e d i t
r e l a t i o n s h i p s  w i t h  13 of them. S o m e  of t h e m  h a v e  b e e n  e x t r e m e l y  
g o o d  lo ans; o t h e r s  are, or h a v e  been, a m o n g  C F A B ' s  m o s t  g r i e v o u s  
c r e d i t  p r o b l e m s .  At  best,  the  g r o u p  d o e s  n o t  a p p e a r  to o f f e r  a 
b r o a d  b a s e  of f i n a n c i n g  o p p o r t u n i t i e s .

T h e  g r o u p  of 22 l a r g e r  ( s a l e s  of $ 1 0 . 0  m i l l i o n  or m o r e )
p r o c e s s o r s  c l e a r l y  h o l d s  t h e  g r e a t e s t  p r o m i s e  for m a j o r  C F A B  
f i n a n c i n g  o p p o r t u n i t i e s ;  h o w e v e r ,  o n l y  f i v e  of t h o s e  p r o c e s s o r s  
a r e  s t a t u t o r i l y  e l i g i b l e .  C F A B  has. or ha s had, c r e d i t
r e l a t i o n s h i p s  w i t h  f o u r  of them; t h e y  h a v e  i n c l u d e d  s o m e  of
C F A B ' s  m o s t  r e l i a b l e  a n d  h i g h e s t  q u a l i t y  lo ans. T h e y  a r e  v i e w e d  
as a t t r a c t i v e  a n d  p r o f i t a b l e  b o r r o w e r s  by o t h e r  l e n d e r s .

It is no t k n o wn , a n d  no t a s s e r t e d ,  t h a t  all of t h o s e  22 
p r o c e s s o r s  a r e  c r e d i t w o r t h y .  N e i t h e r  c a n  it be a s s e r t e d  t h a t - i f  
C F A B  w e r e  g i v e n  a c c e s s  to t h a t  g r o u p  t h a t  c o m p e t i t i o n  w o u l d  be 
r e a d i l y  or i m m e d i a t e l y  o v e r c o m e .  H o w e v e r ,  t h e  s t a t u t o r y  b a r r i e r  
tc t h a t  m a r k e t  r e p r e s e n t s  a s i g n i f i c a n t  h a n d i c a p  to C F A B  ( w i t h i n  

the  c o n t e x t  of its o r i g i n a l  a n d  d o c u m e n t e d  l e g i s l a t i v e  i n t e n t s  
a n d  p u r p o s e s ) ;  it m a g n i f i e s  the r i s k s  of f i n a n c i n g  c o n c e n t r a t e d  
in  a v e r y  s m a l l  m a r k e t ;  it p l a c e s  s t r o n g  u p w a r d  p r e s s u r e  o n  the 
c o s t s  w h i c h  m u s t  be b o r n e  b y  i n d i v i d u a l  f i s h e r m e n - b o r r o w e r s ; a n d  
it s e r v e s  no u s e f u l  p u r p o s e  w i t h  r e g a r d  to A l a s k a n  i n t e r e s t s .  
O w n e r s h i p  of a c o r p o r a t i o n  - at l e a s t  as e x p r e s s e d  a n d  i m p l i e d  
b y  the s t a t u t e  - is n o t  a v a l i d  c r e d i t  f a c t o r .

T h a t  g r o u p  of p r o c e s s o r s  o w n  e x t e n s i v e  f a c i l i t i e s  in 
A l a s k a .  T h e y  p u r c h a s e ,  a d d  v a l u e  to. a n d  m a r k e t  A l a s k a  fish. 
T h e y  p a y  l o c a l  t a x e s .  T h e y  d e a l  w i t h  A l a s k a  f i s h e r m e n .  T h e y  
p u r c h a s e  s u p p l i e s  in A l a s k a .  T h e y  e m p l o y  A l a s k a  w o r k e r s .  T h e y  
p a y  f i s h  t a x e s  to t h e  S t a t e  of A l a s k a .  W h e n  t h e y  b o r r o w  m o n e y  
for c a p i t a l  i n v e s t m e n t s  or to f i n a n c e  o p e r a t i o n s ,  t he m o n e y  d o e s  
n o t  d i s a p p e a r  - it is r e p a i d ,  d o l l a r  f or  d o l l a r ,  to th e  l e n d e r  
w h e t h e r  t h a t l e n d e r  is a S e a t t l e  c o m m e r c i a l  bank, a N e w  Y o r k  
i n s u r a n c e  c o m p a n y ,  or C F A B ;  a n d  i n t e r e s t  is p a i d  to t h a t  l e n d e r  
al so . T h a t  i n t e r e s t  o b v i o u s l y  c a n  o n l y  be t a k e n  f r o m  t h e  g r o s s  
p r o c e e d s  f r o m  the m a r k e t i n g  of A l a s k a  s e a f o o d s .  If the  i n t e r e s t  
is p a i d  to C F A B  it is a b e n e f i c i a l  i n c r e m e n t  to C F A B  and. 
t h e r e f o r e ,  its o w n e r s  w h i c h  c o n s i s t  of t h e  S t a t e  of A l a s k a  an d 
A l a s k a  f i s h e r m e n ,  f a r m e r s ,  a n d  t i m b e r  h a r v e s t e r s .

E E C : 1 0 2 1 V
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IN THE HOUSE BY THE R E S O U R C E S  COMMITTEE

CS FOR H OUSE BILL NO. C05 (Resources)

IN THE L E G I S L A T U R E  OF THE STATE OF A LAS KA 

FOURTEENTH L E G I S L A T U R E  - SECOND SESSION

A BILL

For an Act entitled: "An Act e s tabl ishing the Shuyak State Game Refuge."

BE IT ENACTED BY THE L E GISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.20 is amended by adding a n e w  section to read:

Sec. 16.20.035. SHUYAK STATE G A M E  REFUGE. (a) The following 

state-owned uplands and all uplands a c q uired by the state after the 

effective date of this Act lying w i t h i n  the area d e s c ribed in this 

subsection are established as the Shuyak State Game Refuge:

(1) Beginning at the E 1/16th corner common to Sections 23 

and 26, T18S, R19W, S.M.; then s o u t h - s o u t h w e s t e r l y  a p p r o x i m a t e l y  8.86 

miles to the section corner common to Sections 31 and 32, T19S, R19W, 

S.M., and Sections 5 and 6, T20S, R19W, S.M.; then w e s t e r l y  along the 

township line b e t w e e n  T ownships 19 and 20S, Ranges 19 and 20W, S.M.,

approximately 2.5 miles to the 1/4 corner common to S e ction 35, T19S,

R20W, S.M., and Section 2, T20S, R2.0W, S.M. ; then s o u t h e r l y  along the 

n orth-south  centerli ne of Section 2, T20S, R20W, S.M., a pproximately 

0.3 miles to the intersecti on of the m e a n  h i g h  tide line of Shuyak 

Strait; then m e a n d e r i n g  in a counte r - c l o c k w i s e  d i r e c t i o n  easterly, 

northerly, westerly, and sout herly to the i n t e r s e c t i o n  of the mean 

high tide w i t h  the section line common to Sections 15 and 16, T18S; 

R19W, S.M.; then south appro x i m a t e l y  1.25 miles to the section  corner 

common to Sections 22, 27, 28 and 21, T18S, R19W, S.M.; then east 1.75 

miles between Sections 22 and 27, 23 and 26 to the E 1/ 16th corner 

common to Sections 23 and 26, T18S, R19W, S.M.; to the point of b e g i n­

ning; and

- 1 -  CSHB 6 0 5 (R e s )
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(2) Big Fort Island, Little Fort Island, the Perevalnie

Islands a n d  all other islands, islets, pinnacles and rocks lying

easterly of and w i t h i n  one mile  of the e a s t e r l y  shore of the lands

described in (1) of this subsection.

(b) The Shuyak State Game Refuge is e stab lished to provide the 

f o l l o w i n g :

(1) protec tion and enhancement of habitat;

(2) con tinued opportun ity for r e c r e a t i o n a l  uses, including

fishing a n d  hunting, and continued t r a p p i n g  and commercial fishing;

(3) o p por tunity to view, photo g r a p h ,  study, and enjoy the 

various species of plants and wildlife of the refuge.

(c) If the Kodiak  Island Borough r e l i n q u i s h e s  to the state any 

state land selected by the b o r o u g h  w i t h i n  the following parcels, that 

land b e c o m e s  part of the Shuyak State G a m e  Refuge:

T18S, R19W, S.M.

Sections 26 - 28

Sections 33 - 35

T19S, R19W, S.M.

Section 3

Section b

Section 6: S 1/2

Sections 7 -- 10

Sections 16 - 21

Sections 29 - 32

T19S, R20W, S.M.

Section 1: Sl/2

Section 2: Sl/2

Section 10: SE1/4

Sections 11 - 16

CSHB 6 0 5 ( R e s ) - A
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Sections 20 - 29 

Sections 32 - 36

(4) T20S, R20W, S.M.

Section 2 

Section 3

(d) E g r e s s  and ingress to and from p r i v a t e  and b o r o u g h  property 

within or a d j a c e n t  to land described in (a) of this section shall be 

provided t h r o u g h  the reservation by the D e p a r t m e n t  of Natural Re­

sources o f  a 200-foot easement t r a v e r s i n g  Section 26, T18S, R19W,

S.M.; S e c t i o n s  15, 16, 21, and 22 of T19S, R19W, S.M.; and Section 32, 

T19S, R 1 9 W ,  S.M. The specific locations o f  the e asements shall be 

agreed to b y  the D e p a r t m e n t  of Fish a n d  Game, the Department of 

Natural R e s o u r c e s ,  and the Kodiak Island B o r o u g h .  If land is conveyed 

to the s t a t e  as p r o vide d in (c) of this s e c t i o n ,  the easements shall 

be r e s e r v e d  so as to continue through that land.

(e) T h e  Shuyak State Game Rafuge s h a l l  be m a n a g e d  in accordance 

with a m a n a g e m e n t  plan p r e p ared by the D e p a r t m e n t  of Fish and Game. 

The m a n a g e m e n t  plan shall be adopted in a c c o r d a n c e  w i t h  the Alaska 

A d m i n i s t r a t i v e  Procedure Act (AS 44.62).

(f) T h e  Board of Fisheries and the B o a r d  of Game shall adopt 

regulations g o v e r n i n g  the taking of fish a n d  game w i t h i n  the Shuyak 

State Game R e f u g e  to imp lement (b) of this section.

(g) T o  the extent that funds are ava-. lable, the commissioner of 

natural r e s o u r c e s  shall identify the b o u n d a r i e s  of the Shuyak State 

Game R e f u g e  b y  surveying and posting each i n l a n d  b o u n d a r y  described in 

(a)(1) of t h i s  section, or as added under (c) of this section, at its 

beginning a n d  its end and not less o ften t h a n  each one-e i g h t h  of a 

mile.

- 3 - CSHB 6 0 5 (R e s )
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STA TE O F  ALASKA  

OFFICE OF THE GOVERNOR

B I L L  A N A L Y S I S

CEPAHTVEF' DIVISION BILL NUMBER

Fish and Game Habitat HB 605

SPONSOR
Representative Thompson

DEPARTMENT POSHXJN

Support
PREPARED 8Y

Habitat Division

DATE

2/25/86

other agencies affected by bill 

DNR

CONSTITUENT GROUP'S) AFFECTED BY BILL

ORGANIZATIONAL SUPPORT for bill

Administration
(see attached letters)

ORGANIZATIONAL OPPOSITION TO BILL

None Known

FOCAL IMPACT: □ NONE □ FOCAL NOTE ATTACHED
BACXGROUNOrtJEGSLATlVE INTENT

The purpose of creating the Shuyak State Game Refuge is to provide (1) protection and 
enhancement to fish and wildlife habitat, (2) continued opportunity for fishing, hunting, 
and trapping, and (3) other recreational opportunities.

ANALYSIS Of BILLVROGRAM EFFECTS ------------
p * — • ~ ”“<* 1

The bill will:

1. Establish the Shuyak State Game Refuge.
2. Provide for the addition of lands relinquished by the borough to the refuge.

3. Ensure access to private and borough holdings.
4. Direct the preparation of a refuge management plan.
5. Require surveying the refuge boundary to the extent that funds are available.

AMENDMENTS PROPOSED

PLEASE ATTACH A SEPARATE SHEET POP ADDITIONAL COMMENTS OR ANALYSIS.

01-008 (R*». 12*3)
. . . . .  _ — PS*1*1 1*'* ‘

•i
t”
*



STATE OF ALASKA 1986 LEGISLATIVE SESSION
FISCAL NOTE

R E Q U E S T

HB 605BilL 'Resolution N o.
Title: An act establishing Shuvak, 

State Game Refuge______________

S p o n s o r : Representative Thompson 
R e q u e s to r : Dept, o Fish and GameR eques to r  
D a te  o f  R e q u e s t :

FISCAL DETAIL
Revis ion  D a t e :

A gency Affected -DsPt* of Fish & Game 
Br u :Habitat and Game Divisions

C o m p o n e n t s : .Operating and Capital 
B u d g e t s _______________________

EXPENDITURES/REVENUES : (Thousands of Dollars)
OPERATING FY 86 FY 87 FY 88 FY 89 FY 90 FY 91

PERSONAL SERVICES - 0 -
TRAVEL - 0 -
CONTRACTUAL -0-
SUPPLIES - n -
EQUIPMENT - 0 -
LAND &  STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS

T OTAL OPERATING - 9 -

CAPITAL | - 0 -

REVENUE

FUNDING ; (Thousands of Dollars)
GENERALFUND 
FEDERAL FUNDS 
OTHER 
TOTAL

POSITIONS :
FULL-TIME
PART-TIME
TEMPORARY

A N A L Y S I S  : A t tach  a  separate page i f  necessary

P repared  b y : 
D i v i s i o n : _ C o m m i s s i o n e rLoner's O fr ic e _________________

P h o n e : 4 65-4100_______
D a te :  February 23, 1986

A p p ro v e d  by C o m m is s io n e r :____ ________________________
A g e n c y : Department of Fish and Game

Date

D is tr ibu tion  (by  A gency  preparing  fiscal n o t e ) : 
L eg is la t ive  F inance 
L eg is la t ive  S p o n so r  
Requestor
Of.'icc o f  M anagem en t and Budget 
Impacted Agency(ics) page. o f >0/25.85
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FEB 0 6 1986

K o d ia k  Isla n d  B orough
710 MILL BAY ROAD 

KODIAK, A LA SK A  99615-6340 
PHONE ( 907 ) 486-5736

Ja n u a r y  30, 1986

The H o n o r a b l e  D a vi d W. T h o m p s o n  

House of R e p r e s e n t a t i v e s  

Bo x V

Juneau, A la s k a  99811

Dear Iir-,— Thompson*:'' '

E n c l o s e d  p l e a s e  find a copy of Kodi ak  Island B o r o u g h  R e s o l u t i o n  No. 

8 6 - 0 6 - R  r e q u e s t i n g  s tate le g i s l a t i o n  to create S hu y a k  State Game 

Refu ge  a p p r o v e d  at the J a n u a r y  r e g u l a r  meeting. A ls o  e n c l o s e d  is 

a le t t e r  f r o m  Neil C. J ohannsen, Director, Di vi s i o n  of Parks and 

Ou t d o o r  R e cre at io n i n d i c a t i n g  the S t a t e ' s  e n d o r s e m e n t  of the 

p r o p o s e d  game refuge.

If I can be o f  any fu r t h e r  assistance, ple ase  let me know. 

Sincerely,

K O D I A K  I SL A N D  B O R O U G H

B o r o u g h  M a y o r

Enclosures

m d d
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DIVISION O F  P A R K S  A N D  O U T D O O R  R E C R E A T I O N

D E P A R T M E N T  O F  N A T U R A L  R E S O U R C E S

BILL SHEFFIELD . GOVERNOR

225A CORDOVA STREET 
ANCHORAGE. ALASKA 99501 
PHONE (907T*7*=WS3

MAILING ADDRESS.
POUCH 7001
ANCHORAGE. ALASKA 99510

November 27, 1984

Re: Proposed Baranof State
Game Refuge on Shuyak island

Jerome Selby, Manager 
Kodiak Island Borough 
Box 1246
Kodiak, Alaska 99615 

Dear M r T j ^ ^ V  ( S ^ ~  I

I recently'u.earned of the Borough Assembly's resolution to seek legislation 
establishing the proposed Baranof State Game Refuge on Shuyak Island.

The Division of Parks and Outdoor Recreation supports the proposed state game 
refuge and believes it will be an important component of Kodiak's long-term 
outdoor recreation resources.

If there is anything I can do to assist in your efforts, please let me know.

Neil C. Johannsen 
Director

t.s.i"I tcrovgh 
/ . I s s i . a

R E C E I V E D

•/
P M
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KODIAK ISLAND BOROUGH 
RESOLUTION NO. 86-06-R

A RESOLUTION OF THE KODIAK ISLAND BOROUGH ASSEMBLE REQUESTING 
STATE LEGISLATION TO CREATE THE SHUYAK STATE GAME REFUGE

WHEREAS, on August 14, 1981, the Superior Court ordered the Agreement 

of Consent Decree to effectively dismiss the appeals the Kodiak Island Borough 

brought against the Alaska Department of Natural Resources with regards to its 

lands selections; and

Decree is that the Kodiak Island Borough i3 to use its best efforts to have 

legislation introduced to create a state park and state game refuge on Shuyak 

Island for those portions not to be conveyed to the Kodiak Island Borough; and

WHEREAS, the Shuyak State Game Refuge is to be established to protect

fish and wildlife habitats and population of all fish and wildlife species, 

particularly deer and brown bear, feeding, wintering and migration areas as 

well as to provide public uses of fish and wildlife in their habitat for 

hunting, viewing, photography, and general recreation in a high quality 

environment; and

proposed bill entitled "An Act Creating the Aleksandr Baranov State Game 

Refuge" for the 1981-82 legislature; and

Park; and Providing for an Effective Date" was signed by Governor Sheffield on 

July 11, 1984; and

that legislation entitled "An Act Creating the Shuyak State Game Refuge" be 

introduced and assigned a number providing for the creation of 3aid state game 

refuge.

BE IT FURTHER RESOLVED by the Kodiak Island Borough Assembly that the

Borough administration be directed to send this resolution to the Senator for 

District N, the Representative for House District 27, Governor Sheffield, the 

Alaska Department of Natural Resources, and the Alaska Department of Fish and 

Game and implore their assistance in the successful adoption of this 

legislation.

PASSED AND APPROVED THIS 2 DAY OF January_______, 1986.

WHEREAS, a condition in the Agreement of Settlement and Consent

WHEREAS, the Kodiak Island Borough had caused to be prepared a

WHEREAS, Bill HCSSB 51, "Ar> Act Establishing the Shuyak Island State

WHEREAS, nothing further has been done to establish a jtate Game

Refuge.

NOW, THEREFORE, BE IT RESOLVED by the Kodiak Island Borough Assembly

KODIAK ISLAND BOROUGH

ATTEST s



F e b r u a r y  21, 1986

T h e  H o n o r a b l e  J e r o m e  S e l b y  
M a y o r
K o d i a k  I s l a n d  B o r o u g h  
710 M i l l  B a y  R o a d  
K o d i a k ,  A K  9 9 6 1 5 - 6 3 4 0

D e a r  M a y o r  S e l b y :

T h a n k  y o u  f o r  s e n d i n g  m e  K o d i a k  I s l a n d  E o r o u g h  R e s o l u t i o n  
No. 8 6 - 0 6 - R  s u p p o r t i n g  i n t r o d u c t i o n  o f  a b i l l  t o  c r e a t e  
S h u y a k  S t a t e  G a m e  R e f u g e .  S h u y a k  is a v e r y  s c e n i c  i s l a n d ,  
w i t h  o u t s t a n d i n g  h u n t i n g  a n d  v i e w i n g  o p p o r t u n i t i e s .  A s  y o u  
a r e  a w a r e ,  R e p r e s e n t a t i v e  T h o m p s o n  h a s  i n t r o d u c e d  a b i l l  to 
e s t a b l i s h  s u c h  a r e f u g e .  I s u p p o r t  t h e  c r e a t i o n  o f  S h u y a k  
S t a t e  G a m e  R e f u g e  in k e e p i n g  w i t h  t h e  o u t - o f - c o u r t  s e t t l e­
m e n t  b e t w e e n  t h e  b o r o u g h  a n d  t h e  s t a t e .  B y  c o p y  o f  t h i s  
l e t t e r ,  I h a v e  a s k e d  t h e  C o m m i s s i o n e r s  o f  F i s h  a n d  G a m e  a n d  
N a t u r a l  R e s o u r c e s  t o  p r o v i d e  a n y  n e c e s s a r y  t e c h n i c a l  a s s i s­
t a n c e  t o  R e p r e s e n t a t i v e  T h o m p s o n  o n  t h i s  b i l l .

I l o o k  f o r w a r d  t o  d e s i g n a t i o n  o f  t h e  a r e a  as a s t a t e  g a m e  
r e f u g e  in t h e  n e a r  f u t u r e .

S i n c e r e l y ,

/s / Bill Sheffield
B i l l  S h e f f i e l d  
G o v e r n o r

cc: C o m m i s s i o n e r  D o n  C o l l i n s w o r t h
D e p a r t m e n t  o f  F i s h  a n d  G a m e

C o m m i s s i o n e r  E s t h e r  Wunnick.e 
D e p a r t m e n t  o f  N a t u r a l  R e s o u r c e s

T h e  H o n o r a b l e  D a v i d  T h o m p s o n  
A l a s k a  S t a t e  L e g i s l a t u r e

B S / D W C / D C / t w  F G 3
C T S #  8 6 0 3 8 H D C 0 0 2  9
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