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SALMON FA RM ING  P O S I T IO N  P A PE R

EXECUTIVE BOARD OF DIRECTORS 
PRINCE WILLIAM SOUND AQUACULTURE CORPORATION 

P. 0. BOX 1110, CORDOVA, ALASKA 99574

Over the past twelve months the Executive Board of 
Directors of the Prince William Sound Aquaculture 
Corporation (PWSAC) had debated and discussed the pros and 
cons of establishing a salmon farming industry in Alaska. 
These discussions were prompted by the previous administra­
tion's apparent desire to explore the feasibility of 
developing the regulatory, administrative and legislative 
framework to implement a large scale salmon farming industry 
in Alaska. Considering the fact that legislation has been 
introduced to both the House and the Senate specifically for 
the purpose of legalizing the operation of salmon farms in 
Alaska, we feel that the time is appropriate to express our 
opinions and concerns to those individuals and agencies that 
will ultimately be responsible to formulate statewide policy 
on this issue. There are two major issues that we feel must 
be addressed and dealt with before the state takes any 
further steps towards legalizing the development of a salmon 
farming industry within state waters.

I. Long Term Social and Economic Impacts - Ocean Ranching 
vs. Salmon Farming

First of all, it is imperative that a long hard look be 
given to the relative benefit of ocean ranching vs. salmon 
farming i" years to come. This should be done keeping in 
mind that success of an industry or undertaking be measured 
by the sum total of its contribution to the people, communi­
ties and industries of Alaska, both in terms of social and 
economic wealth.

The legislation that created both the private non 
profit hatchery program and the F.R.E.D. Division of AD&FG 
charged these programs with the responsibility of enhancing 
salmon runs statewide so that hardest levels in the common 
property fisheries would support and industry, meet the 
desires of sport fishermen, and satisfy the needs of subsis­
tence fishermen. At first glance many people interpreted 
these programs as a "fish welfare subsidy" by which the 
state pays the bill and commercial, sport and subsistence 
fishermen thrive. In fact, after ten years of growing and 
developing, these programs are on the verge of becoming 
self-sustaining, cost efficient entities that will represent 
the backbone of Alaska's second largest industry.

The fishing industry is our largest employer and 
generates more dollars in ex-vessel value and final product 
marketing than any other industry in the state besides oil.



S a lm o n  F a r m i n g  P o s i t i o n  P a p e r P a g e  2

T h e  o c e a n  r a n c h i n g  p r o g r a m s  in A l a s k a  h a v e  u n d e n i a b l y  
s t a b i l i z e d  s a l m o n  p r o d u c t i o n  in a r e a s  w h e r e  u n p r e d i c t a b l e  
f l u c t u a t i o n s  in w i l d  s t o c k  r e t u r n s  h a s  k e p t  t h e  A l a s k a  
s a l m o n  i n d u s t r y  f r o m  d i v e r s i f y i n g  a n d  g r o w i n g  d u e  t o  t h e  
l a c k  o f  a c o n s t a n t ,  e n s u r e d  s u p p l y  o f  p r o d u c t  - a n e c e s s i t y  
in  a n y  r e s o u r c e  r e l a t e d  i n d u s t r y .  P r o d u c t  d i v e r s i f i c a t i o n  
a n d  p r o g r e s s i v e  m a r k e t i n g  s t r a t e g i e s  f o r  p i n k  a n d  c h u m  
s a l m o n  h a v e  j u s t  b e g u n  to  b e  e x p l o r e d .  T h e s e  a v e n u e s  of  
d e v e l o p m e n t ,  a i d e d  b y  t h e  c o n s i s t a n t  s u p p l y  o f  w i l d  a n d  
e n h a n c e d  s a l m o n  w e  h a v e  r e a l i z e d  in t h e  e a r l y  1980's, h a v e  
p r o v i d e d  t h e  s a l m o n  i n d u s t r y  w i t h  its f i r s t  l o n g  term, 
o p t i m i s t i c  o u t l o o k  in n a n y  years.

T o  t r y  t o  e x p r e s s  t h e  v a l u e  o f  A l a s k a ' s  o c e a n  r a n c h i n g  
p r o g r a m s  in t e r m s  of  a c o s t  b e n e f i t  r a t i o  is v i r t u a l l y  
i m p o s s i b l e .  T h e  p r o d u c t i o n  o f  o c e a n  r a n c h e d  s a l m o n  p r o v i d e s  
f i s h  t o  b e  h a r v e s t e d ,  j o b s  in t h e  p r o c e s s i n g  i n d u s t r y ,  
p r o d u c t  t o  b e  m a r k e t e d  a n d  a c o n s i s t a n t  s u p p l y  of  p r o d u c t  
y e a r  t o  y e ar. T h i s  a s s u r e s  l e n d i n g  i n s t i t u t i o n s  t h a t  
i n v e s t m e n t  in t h e  i n d u s t r y  is w e l l - f o u n d e d .  A s  w e l l  as 
t h e s e  d i r e c t  b e n e f i t s ,  t h e r e  a r e  t h e  i n f i n i t e  n u m b e r  o f  
m u l t i p l i e r s  o f  i n c o m e  g e n e r a t e d  t o  c o m m u n i t i e s  a n d  s u p p o r t  
s e r v i c e s  t h r o u g h o u t  t h e  s t a t e  as t h e  r e v e n u e s  a s s o c i a t e d  
w i t h  h a n d l i n g  l a r g e  v o l u m e s  o f  s a l m o n  f i l t e r  down.

T h i s  p a s t  y e a r  in P r i n c e  W i l l i a m  S o u n d  (PWS) t h e  A D F & G  
e s t i m a t e d  t h a t  55% of t h e  e n t i r e  p i n k  s a l m o n  h a r v e s t  c a n  b e  
a t t r i b u t e d  t o  o c e a n - r a n c h e d  p r o d u c t i o n .  T h e  f a i l u r e  o f  w i l d  
s t o c k  r e t u r n s  t o  PWS w a s  n o t  p r e d i c t e d .  W i t h o u t  t h e  p r i v a t e  
n o n  p r o f i t  a n d  F . R.E.D. D i v i s i o n  e n h a n c e m e n t  p r o g r a m s ,  
m i l l i o n s  o f  d o l l a r s  i n v e s t e d  b y  f i s h e r m e n  a n d  p r o c e s s o r s  
p r e p a r i n g  f o r  t h e  c o m i n g  s e a s o n  w o u l d  h a v e  b e e n  lost. R c W  
f i s h  t a x  r e v e n u e s  t h a t  s u p p l e m e n t  t h e  c i t y ' s  o p e r a t i o n a l  a n d  
c a p i t a l  f u n d i n g  n e e d s  w o u l d  h a v e  b e e n  g r e a t l y  re d u c e d .  
U l t i m a t e l y  t h e  s t a t e  w o u l d  h a v e  h a d  t o  d e a l  w i t h  t h e s e  
l o s s e s  i n  t h e  f o r m  of subsidies^ o r  at  l e a s t  s u p p l e m e n t a l  
f u n d i n g  r e q u e s t s  f r o m  t h e  c i t y * ^ T b v ^ 1992 P W S A C  a l o n e  w i l l  
g e n e r a t e  b e t t e r  t h a n  $20 m i l l i o n  m o l l a r s  in d i r e c t  r e v e n u e  
t o  c o m m e r c i a l  f i s h e r m e n .  S t a t e  i n v e s t m e n t  a n d  s u p p o r t  of 
t h e s e  p r o g r a m s  t o  t h i s  p o i n t  h a s  br en i n d i s p e n s a b l e  a n d  
d e m o n s t r a t e s  a g r e a t  d e a l  o f  f o r e s i g h t .  T o  se l l  t h e s e  
p r o g r a m s  s h o r t  n o w  w o u l d  b e  a t r a g i c  m i s t a k e .

S p e c i f i c a l l y ,  it is t h e  l o n g  t e r m  s o c i a l  a n d  e c o n o m i c  
b e n e f i t s  t h a t  o c e a n  r a n c h i n g  h a s  p r o v i d e d  t h a t  w e  fe e l  a r e  
l a c k i n g  w i t h i n  t h e  p r o p o s e d  s a l m o n  f a r m i n g  indus t r y .  I t  is 
a n  u n d i s p u t a b ] e  f a c t  t h a t  all o c e a n  r a n c h i n g  p r o d u c t i o n  b y  
t h e  r e g i o n a l  a s s o c i a t i o n  a n d  p r i v a t e  n o n  p r o f i t  f a c i l i t i e s  
is c a r r i e d  o u t  o n  a z e r o  b u d g e t  l e v e l  b y  t h e  c o r p o r a t i o n  
i n v o l v e d .  I n c o r p o r a t e d  u n d e r  n o n - p r o f i t  s t a t u s  as r e q u i r e d  
b y  t h e  e n a b l i n g  l e g i s l a t i o n  a n d  s u b s i d i z e d  b y  c o m m e r c i a l  
f i s h e r m e n  t h r o u g h  a m a n d a t o r y  e n h a n c e m e n t  tax, t h e  s o l e



p u r p o s e  of  t h i s  p r o g r a m  is t o  p r o d u c e  f i s h  f o r  h a r v e s t  in 
t h e  c o m m o n  p r o p e r t y  f i s h e r i e s .  T h e  o n l y  m o n e y  r e t a i n e d  b y  
t h e s e  c o r p o r a t i o n s  a r e  u s e d  f o r  o p e r a t i o n a l  f u n d i n g  a n d  
r e t i r e m e n t  of l o n g  t e r m  d e b t  t o  t h e  s t a t e 1s r e v o l v i n g  
h a t c h e r y  l o a n  fund.

I n  c o n t r a s t ,  t h e  s a l m o n  f a r m i n g  i n d u s t r y  w o u l d  o p e r a t e  
as  a s t r i c t l y  f o r - p r o f i t  v e n t u r e .  A c c o r d i n g  t o  t h e  H o u s e  
R e s e a r c h  A g e n c y  r e p o r t  "A q u a c u l t u r e  In  A l a s k a " ( H . R . A . -  
A . I . A . ) ,  m o s t  l i k e l y  t h e  m a j o r  i n v e s t m e n t  b a s e  in t h i s  
i n d u s t r y  w o u l d  c o m e  f r o m  S c a n d i n a v i a n  b a n k s ,  s i m i l a r  t o  
s a l m o n  f a r m i n g  d e v e l o p m e n t  in B r i t i s h  C o l u m b i a .  A l a s k a  h a s  
j u s t  b e g u n  t o  t u r n  t h e  t i d e  of  f o r e i g n  i n v e s t m e n t  in its 
f i s h i n g  i n d u s t r y .  If a n y  o n e  w o r d  s t a n d s  o u t  a s  a c a l l i n g  
c a r d  t o  A l a s k a ' s  f i s h i n g  i n d u s t r y  in t h e  p a s t  f i v e  ye a r s ,  it 
is A m e r i c a n i z a t i o n  a n d  w h a t  t h e  i m p l e m e n t a t i o n  o f  t h e  
M a g n u s o n  A c t  h a s  d o n e  t o w a r d  t h a t  fend. I f  t h e  i n v e s t m e n t  
b a s e  in t h e  s a l m o n  f a r m i n g  i n d u s t r y  is f o r  t h e  m o s t  p a r t  
o t h e r  t h a n  d o m e s t i c ,  it is s a f e  t o  a s s u m e  t h a t  t h e  p r o f i t s  
w i l l  b e  r e a l i z e d  b y  o t h e r  t h a n  d o m e s t i c  e n t i t i e s .  If t h i s  
is t h e  c a s e  a n d  it s e e m s  t o  b e  a w o r l d w i d e  t r e n d  in t h e  
s a l m o n  f a r m i n g  i n d u s t r y ,  w h y  s h o u l d  A l a s k a  i n v e s t  it ' s  
r e s o u r c e s  (water a n d  land) a n d  i t ' s  m o n e y  ( r e s o u r c e  a g e n c y  
m o n i t o r i n g  a n d  r e g u l a t o r y  d e v e l o p m e n t )  i n  s a l m o n  f a r m i n g  
w h e n  it a l r e a d y  h a s  a p r o g r a m  (o c e a n  r a n c h i n g )  t h a t  it h a s  
f u n d e d  t h a t  d i r e c t l y  b e n e f i t s  its p e o p l e  a n d  a t h r i v i n g  
e s t a b l i s h e d  i n d u s t r y .

S a l m o n  f a r m i n g  is n o t  a l a b o r  i n t e n s i v e  u n d e r t a k i n g .  
A c c o r d i n g  t o  t h e  H o u s e  R e s e a r c h  A g e n c y  R e p o r t  A q u a c u l t u r e  In 
A l a s k a ; N o r w a y ,  t h e  c o u n t r y  t h a t  p i o n e e r e d  s a l m o n  f a r m i n g  
d i r e c t l y  e m p l o y e d  o n l y  2 , 0 0 0  i n d i v i d u a l s  i n  1984. T h i s  
h a r d l y  r e p r e s e n t s  a n  i n d u s t r y  t h a t  c o u l d  m a k e  a s i g n i f i c a n t  
c o n t r i b u t i o n  t o  t h e  j o b  m a r k e t  in c o a s t a l  A l a s k a .  T h e r e  are 
t h a t  m a n y  p e o p l e  e m p l o y e d  d i r e c t l y  b y  t h e  s a l m o n  i n d u s t r y  in 
t h e  s m a l l  t o w n  o f  C c r d o v a  i n  a n y  g i v e n  y e a r .

T h e  D e c e m b e r  1986 i s s u e  o f  F i s h  F a r m i n g  I n t e r n a t i o n a l  
r e p o r t s  in an  a r t i c l e  b y  t h e  I r i s h  S e a  F i s h e r i e s  B o a r d  
( B I M ) :

" B I M ' s  c o n c l u s i o n  f r o m  t h i s  is t h a t  t h e  i m b a l a n c e  o f  
p r o j e c t e d  s u p p l y  a n d  d e m a n d  b y  19 9 0  c o u l d  c a u s e  
r e d u c t i o n s  in p r i c e s  a n d  m a r g i n s  g r e a t e r  t h a n  f a r m e r s  
a n d  t r a d e r s  p r e s e n t l y  e n v i s a g e .

L o w e r  m a r g i n s  w i l l  f o r c e  t h e  l e a s t  e f f i c i e n t  p r o d u c e r s  
o u t  o f  t h e  i n d u s t r y  a n d  w i l l  d e t e r  p o t e n t i a l  s m a l l -  
s c a l e  n e w  e n t r a n t s .

S a lm o n  F a r m i n g  P o s i t i o n  P a p e r  P a g e  3
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The emphasis on greater efficiency will stimulate 
high standards of technology and training and a 
larger minimum-volume production unit.

Salmon farms based on integrated smolt and sea 
cage production are unlikely to be less than 500 
tons a year capacity, notes the BIM report.

Investment needed for such a project would be 
around UK 22 million pounds and would be capable 
of earning 18 per cent internal rate of return.

But the investment is risky. A drop of ten per cent 
in real revenues through low prices would halve the 
rate of return. A stock loss say every five years 
(through disease or unusual weather conditions) 
would reduce this return to zero."

If this prediction by experts within the salmon farming 
industry proves true, it is clear that a developing industry 
in Alaska has little chance to establish a significant, 
market share for a product that alj 3y shows signs of 
saturating the market for which it produces.

Further, the investment capital and the level of 
technology necessary to operate at the scale suggested in 
order to be competitive predicates an industry that holds 
very little hope for any vertical integration. This 
scenario is more likely to create h:'gh volume production 
salmon farms financed by large, multinational corporations 
that do nothing more than '■reate a few local jobs and pass 
profits on to parent corporations.

Taking these facts into consideration is is hard to 
visualise this state government, confronted with extremely 
limited funding for existing programs, creating an industry 
(salmon farming) that will require extensive agency 
monitoring and regulatory development, while offering 
negligible long term social or economic benefits to the 
State of Alaska.

II. Salmon Farming: Funding and Operational Considerations

The House Research Agency report Aquaculture In Alaska 
suggests in its section on options for financing of salmon 
farms that repayment of capital construction loans from the 
private non profit aquaculture corporations to the revolving 
hatchery laon fund could be used to fund the development of 
salmon farming. On page 21 of the report the author states 
"The cornerstone of Alaska's aquaculture industry is the 
State's system of public (F.R.E.D. Division) and private non
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p r o f i t  (PNP) s a l m o n  h a t c h e r i e s  w h i c h  a r e  d e s i g n e d  t o  a u g m e n t  
t h e  s t a t e ' s  n a t u r a l  runs. A s  e n u m e r a t e d  in  C h a p t e r  One, 
b y  a l m o s t  a n y  e c o n o m i c  m e a s u r e  (i.e,. e m p l o y m e n t ,  income, 
t o t a l  e c o n o m i c  a c t i v i t y ) , a q u a c u l t u r e  is p r o b a b l y  t h e  b e s t  
r e n e w a b l e  r e s o u r c e  i n v e s t m e n t  t h e  s t a t e  h a s  m a d e  w i t h  i t ' s  
c i l  w e a l t h . "

I n  t h e  p r e c e d i n g  p a r a g r a p h  t h e  a u t h o r  s p e a k s  o f  t h e  
t r e m e n d o u s ,  w i s e  i n v e s t m e n t  t h e  s t a t e  h a s  m a d e  in its o c e a n  
r a n c h i n g  p r o g r a m .  Y e t  i n  t h e  n e x t  c h a p t e r  h e  s u g g e s t s  
t a k i n g  a w a y  t h e  o n l y  a v a i l a b l e  f u n d i n g  m e c h a n i s m  t h e  P N P  
h a t c h e r y  p r o g r a m  h a s  t o  c o n t i n u e  i n v e s t i n g  in  i t s  o w n  a n d  
t h e  s t a t e ' s  f u t ure.

T h i s  r a t i o n a l e  r e m a i n s  a m y s t e r y  t o  us. P e r h a p s  t h e  
a u t h o r s  n e e d  t o  b e  r e m i n d e d  t h a t  l a r g e  p o r t i o n s  o f  t h o s e  
l o a n  r e p a y m e n t s  a r e  m a d e  w i t h  func^s g e n e r a t e d  b y  commerci' I. 
f i s h e r m e n  p a y i n g  a m a n d a t o r y  e n h a n c e m e n t  tax. W e  sugges\ 
t h a t  if t h e  H o u s e  R e s e a r c h  A g e n c y  h a d  h e l d  p u b l i c  h e a r i n g s  
as r e c o m m e n d e d  b y  t h e  F i s h e r i e s  M i n i  C a b i n e t  A q u a c u l t u r e  
A d v i s o r y  C o m m i t t e e ,  t h e y  wo>’ld h a v e  b e e n  i n f o r m e d  b y  t h e  
p u b l i c  t h a t  f i s h e r m e n  m u c h  p r e f e r  t h e i r  e n h a n c e m e n t  t a x  
f u n d s  b e  u s e d  t o  f u r t h e r  t h e  c o m b i n e d  e f f o r t  o f  t h e  P N P  
p r o g r a m  a n d  t h e  F . R . E . D .  D i v i s i o n  in t r a n d i t i o n a l  
e n h a n c e m e n t  a n d  o c e a n  r a n c h i n g  e n d e a v o r s  r a t h e r  t h a n  
f i n a n c i n g  a f l e d g l i n g  s a l m o n  f a r m i n g  i n d u s t r y .

T h e  R e g i o n a l  P l a n n i n g  T e a m  c o n c e p t ,  a c o m b i n e d  e f f o r t  
o f  r e g i o n a l  a q u a c u l t u r e  c o r p o r a t i o n s  a n d  t h e  sport, 
c o m m e r c i a l ,  s u b s i s t e n c e  a n d  F . R . E . D .  D i v i s i o n s  o f  A D F & G  h a v e  
p r o d u c e d  R e g i o n a l  S a l m o n  P l a n s  t h r o u g h o u t  t h e  s t a t e  t h a t  
d e f i n e  t h e  e n h a n c e m e n t  n e e d s  o f  e a c h  i n d i v i d u a l  r e g i o n .
T h e s e  p l a n s  d e v e l o p  a l i s t  of p r i o r i t y  p r o j e c t s  t h a t  w i l l  
h e l p  a c h i e v e  t h e  e n h a n c e m e n t  n e e d s  o f  t h e i r  r e s p e c t i v e  
r e g i o n s .  T h e  o n l y  m e c h a n i s m  f o r  f u n d i n g  a v a i l a b l e  t o  t h e  
p r i v a t e  s e c t o r  t o  a c h i e v e  t h e s e  g o a l s  is t h e  r e v o l v i n g  
h a t c h e r y  l o a n  f u n d  a n d  it is i m p e r a t i v e  t h a t  it r e m a i n s  in 
tact.

I n  t h e  H o u s e  R e s o u r c e  A g e n c y  r e p o r t  A q u a c u l t u r e  In 
A l a s k a  t h e  a u t h o r s  e x p l a i n  t h a t  if s a l m o n  f a r m i n g  w e r e  t o  
b e c o m e  a r e a l i t y  b o t h  t h e  g e n e t i c s  a n d  d i s e a s e  c o n t r o l  s t a f f  
a n d  l a b  f a c i l i t i e s  w o u l d  n e e d  t o  b e  e x p a n d e d .  T h i s  
r e p r e s e n t s  o n l y  t w o  of  t h e  m a n y  s t a t e  p r o g r a m s  in w h i c h  b o t h  
c a p i t a l  a n d  o p e r a t i o n a l  f u n d i n g  w o u l d  h a v e  t o  b e  e x p a n d e d  t o  
s u p p o r t  t h e  s a l m o n  f a r m i n g  i n d u s t r y .  F r o m  o u r  p o i n t  o f  v i e w  
as a r e g i o n a l  a q u a c u l t u r e  a s s o c i a t i o n  c h a r g e d  w i t h  
r e s p o n s i b l e  a n d  b e n e f i c i a l  e n h a n c e m e n t  d e v e l o p m e n t  in  PWS, 
t h i s  is w h e r e  w e  f i n d  t h e  g r e a t e s t  c o n f l i c t  b e t w e e n  s a l m o n  
f a r m i n g  a r d  o c e a n  r a n c h i n g  in A l a s k a .
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C o n s i d e r  t h i s  fact: in 1987 t h e  F . R . E . D .  D i v i s i o n
c l a i m s  it w i l l  n o t  o p e r a t e  its C a n n e r y  C r e e k  h a t c h e r y  in 
PWS. T h i s  f a c i l i t y  c o s t  t h e  s t a t e  $4 m i l l i o n  d o l l a r s  in 
1979. T h e  h a t c h e r y  c a n  r e a r  111 m i l l i o n  p i n k  s a l m o n  e g g s  
w h e n  f i l l e d  t o  c a p a c i t y .  B e c a u s e  o f  a l a c k  of  $ 1 8 0 , 0 0 0  in 
o p e r a t i o n a l  f u nding, t h e  C a n n e r y  C r e e k  f a c i l i t v  w i l l  f o r e g o  
p r o d u c i n g  a r e t u r n  i n  1989 o f  as m a n y  as 3.5 m i l l i o n  a d u l t  
p i n k  s a l m o n .  I t  is v e r y  u n l i k e l y  t h a t  the^ie is a n y  o t h e r  
s i t u a t i o n  in w h i c h  t h e  s t a t e  c o u l d  i n v e s t  $ 1 8 0 , 0 0 0  a n d  
p r o d u c e  d i r e c t  r e v e n u e s  o f  $ 3 . 5  m i l l i o n  d o l l a r s ,  n o t  t o  
m e n t i o n  a s s o c i a t e d  r e v e n u e  t o  l o c a l  c o m m u n i t i e s  t h r o u g h  r a w  
f i s h  t a x  funds, l o c a l  w o r k  f o r c e  in t h e  p r o c e s s i n g  a n d  
s h i p p i n g  i n d u s t r y  a n d  s u p p o r t  s e r v i c e s  r e g i o n - w i d e  t h a t  
g e n e r a t e  t h e i r  i n c o m e  as  l a r g e  v o l u m e s  o f  s a l m o n  a r e  
h a r v e s t e d  in t h e  r e g ion.

W e  a r e  i n  a t i m e  t h a t  t h e  s t ^ t e  i s n ' t  e v e n  a b l e  to  fu n d  
o n g o i n g  p r o j e c t s  t h a t  f o r  a r e l a t i v e l y  s m a l l  i n v e s t m e n t  c a n  
p o t e n t i a l l y  p r o d u c e  s i g n i f i c a n t  e c o n o m i c  gain. It s e e m s  
i r r a t i o n a l  f o r  t h e  s t a t e  t o  e v e n  c o n s i d e r  t h e  d e v e l o p m e n t  of 
a n e w  v e n t u r e  ( s a l m o n  farming) t h a t  w i l l  n o t  o n l y  r e q u i r e  
c o n s i d e r a b l e  s t a t e  s u p p o r t  b u t  f urther, is m o s t  l i k e l y  n o t  
e v e n  c o m p a r a b l e  t o  e x i s t i n g  e s t a b l i s h e d  p r o g r a m s  in t e r m s  of 
its p o t e n t i a l  l o n g  t e r m  b e n e f i t s .

In  c o n c l u s i o n ,  w e  t h a n k  y o u  f o r  t a k i n g  t h e  t i m e  t o  
c o n s i d e r  o u r  p o i n t  o f  v i e w  o n  t h e s e  i s s ues. M o s t  
i m p o r t a n t l y ,  w e  h o p e  y o u  h a v e  g a i n e d  a b e t t e r  u n d e r s t a n d i n g  
o f  h o w  c r u c i a l  t h e  c o n t i n u e d  f u n d i n g  a n d  d e v e l o p m e n t  of  o u r  
a q u a c u l t u r e  p r o g r a m s  a r e  t o  A l a s k a ' s  future.

M a t t h e w  Luck, o n  b e h a l f  o f  t h e  
E x e c u t i v e  B o a r d  o f  D i r e c t o r s  
P r i n c e  W i l l i a m  S o u n d

A q u a c u l t u r e  C o r p o r a t i o n  
F e b r u a r y  24, 1987
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T r o l l e r s  f e b  2  5  \< #y

A s s o c i a t i o n

REPRESENTING A LA S K A  POW ER TR O LLER S

130 Seward St., No. 213 
Juneau, Alaska 99801 
(907 ) 586-9400

TESTIMONY OF THE ALASKA TROLLERS ASSOCIATION 

RE HB-108 AND SB -106:

" A n  A c t  r e l a t i n g  t o  a q u a t i c  f a r m i n g ;  a n d  p r o v i d i n g  f o r  a n

e f f e c t i v e  d a t e . "

2 /1 6 /8 7

E a r l  E. K r y g i e r  

E x e c u t i v e  D i r e c t o r



E X E C U T I V E  S U M M A R Y

T h e  A l a s k a  T r o l l e r s  A s s o c i a t i o n  b e l i e v e s  t h a t  p a s s a g e  o f  H B - 1 0 8  a n d  S B -  

1 0 6 ,  " A c t ( s )  r e l a t i n g  t o  a q u a t i c  f a r m i n g . . . ”, i n  t h e i r  p r e s e n t  f o r m  

w o u l d  b e  d e t r i m e n t a l  t o  t h e  A l a s k a  s a l m o n  i n d u s t r y  a n d  n o t  i n  t h e  b e s t  

i n t e r e s t  o f  t h e  S t a t e .  A T A  g e n e r a l l y  s u p p o r t s  o f  a q u a c u l t u r e ,  a n d  

b e l i e v e s  t h e r e  a r e  m a n y  o p p o r t u n i t i e s  f o r  A l a s k a n s  i n  v a r i o u s  

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

a s p e c t s  o f  t h e s e  c o m p a n i o n  m e a s u r e s  a i m e d  a t  p e r m i t t i n g  c h e  p e n  

r e a r i n g  o f  s a l m o n  i n  A l a s k a .

A l a s k a  p r o d u c e s  s o m e  43  p e r c e n t  o f  t h e  w o r l d  h a r v e s t  o f  s a l m o n .  T h e  

p e n  r e a r i n g  i n d u s t r y ,  s p e a r h e a d e d  a n d  d o m i n a t e d  b y  f o r e i g n  i n t e r e s t s  

a n d  b a c k e d  b y  t h e i r  g o v e r n m e n t s ’ s u b s i d y  p r o g r a m s ,  is in  d i r e c t  

c o m p e t i t i o n  w i t h  o u r  s a l m o n  i n d u s t r y .  T h i s  a p p l i e s  n o t  j u s t  t o  k i n g  

a n d  c o h o  s a l m o n ,  b u t  t o  a l l  f r e s h  a n d  f r e s h - f r o z e n  p r o d u c t  f o r m s .  

E n c o u r a g i n g  t h o s e  i n t e r e s t s  t o  i n v e s t  i n  a n d  c o n t r o l  p e n  r e a r i n g  in 

A l a s k a  i s  c l e a r l y  n o t  in  t h e  i n t e r e s t  o f  o u r  i n d u s t r y ,  a n d  w i l l  

j e o p a r d i z e  t h e  e n o r m o u s  p r i v a t e  a n d  p u b l i c  i n v e s t m e n t s  a l r e a d y  m a d e  in 

o u r  w i l d  a n d  h a t c h e r y  s t o c k s .  W e  c a n n o t  c o n t r o l  t h e  a c t i o n s  o f  o t h e r  

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

f a c i n g  o u r  o w n  i n d u s t r y .

W e  a r e  a l s o  e x t r e m e l y  c o n c e r n e d  a b o u t  p o s s i b l e  b i o l o g i c a l  i m p a c t s  o n  

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

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

p o t e n t i a l  f o r  m a j o r  d a m a g e  t o  w i l d  s t o c k s  d o e s  e x i s t .  W i t h  s o  m u c h  a t  

s t a k e ,  is p e n  r e a r i n g  w o r t h  t h e  r i s k ?  P e n  r e a r i n g  w i l l  p r o d u c e  c h r o n i c  

h a b i t a t  p r o b l e m s  l o c a l  t o  t h e  r e a r i n g  s i t e s ,  w i l l  c o m p e t e  f o r  r e l e a s e  

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

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

d u m p s .

P r o p o n e n t s  a s s e r t i o n s  n o t  w i t h s t a n d i n g ,  p e n  r e a r i n g  w i l l  d i v e r t  

i n c r e a s i n g l y  s c a r c e  S t a t e  g o v e r n m e n t  r e s o u r c e s  f r o m  e x i s t i n g  f i s h e r y  

m a n a g e m e n t  p r o g r a m s .  F i s c a l  i m p a c t s  h a v e  n o t  b e e n  a d d r e s s e d .  A D F & G ,  

D E C ,  D N R ,  D C E D ,  a n d  R e v e n u e  p r o g r a m s  w i l l  b e  e f f e c t e d .

W e  c o n t e n d  t h a t  p r o p o n e n t s  a r e  e x a g g e r a t i n g  t h e  p o t e n t i a l  e c o n o m i c  

b e n e f i t s  o f  s a l m o n  f a r m i n g  i n  A l a s k a .  W i t h o u t  t h e  s t r i c t  c o n t r o l s ,  

w h i c h  a r e  n o t  c o n t e m p l a t e d  b y  t h e s e  B i l l s ,  p e n  r e a r i n g  o p e r a t i o n s  w i l l  

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

o p e r a t i o n s ,  u t i l i z i n g  f o r e i g n  t e c h n o l o g y ,  a n d  f u n d e d  a n d  c o n t r o l l e d  b y  

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

t h e  l o w e r  e n d  o f  t h e  t e c h n i c a l  a n d  p a y  s c a l e s  o f  t h e s e  o p e r a t i o n s .  T o  

t h e  e x t e n t  t h a t  A l a s k a n s  a r e  i n v o l v e d ,  e i t h e r  a s  i n v e s t o r s  i n  f o r e i g n  

d o m i n a t e d  v e n t u r e s  o r  a s  i n d e p e n d e n t s ,  t h e i r  p o s i t i o n  w i l l  b e  

p r e c a r i o u s .  T h i s  i n d u s t r y  i s  h e a d e d  f o r  a  m a j o r  " s h a k e  o u t "  w o r l d w i d e ,

a n d  s m a l l ,  l a t e  e n t r a n t s  w i l l  b e  t h e  m o s t  v u l n e r a b l e .

I n  s u m ,  s a l m o n  p e n  r e a r i n g  t h r e a t e n s  o u r  e x i s t i n g  i n d u s t r y  a n d  w i l l  

n o t  b e  t h e  b o n a n z a  t h a t  p r o p o n e n t s  c l a i m .  A l a s k a ’s s u p p o r t  f o r  
a q u a c u l t u r e  s h o u l d  b e  i n  t h o s e  a r e a s  w h e r e  w e  c a n  b e c o m e  t h e

t e c h n o l o g i c a l  a n d  m a r k e t  l e a d e r s .  L e t ’s n o t  g e t  o n  a  b a n d w a g o n  w h i c h
i s  a b o u t  t o  r u n  o u t  o f  g a s !
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s a t u r a t i o n  i n  t h e  p r i c e  a n d  q u a l i t y  l e a d i n g  s e c t o r s  o f  o u r  

m a r k e t s  w h i c h  w i l l  e v e n t u a l l y  i m p a c t  t h e  p r i c e  o f  a l l  A l a s k a  

s a l m o n ,  n o t  j u s t  o u r  " t o p  o f  t h e  l i n e "  f i s h ;

n e g a t i v e  b i o l o g i c a l  i m p a c t s  o n  o u r  v i t a l  w i l d  s t o c k s  a n d  

r e a r i n g  h a b i t a t ;  a n d

d i v e r s i o n  o f  i n c r e a s i n g l y  s c a r c e  S t a t e  g o v e r n m e n t  f i s c a l  a n d  

m a n a g e r i a l  r e s o u r c e s  t o w a r d  m a n a g e m e n t  o f  a n e w  i n d u s t r i a l  s e c t o r  

d o m i n a t e d  b y  f o r e i g n  c a p i t a l  a n d  o p e r a t o r s ,  t o  t h e  d e t r i m e n t  o f  

o u r  A l a s k a n  i n d u s t r y .

A d d i t i o n a l l y ,  w e  c o n t e n d  t h a t  t h e  d e v e l o p m e n t a l  a n d  e m p l o y m e n t  

b e n e f i t s  o f  s a l m o n  p e n  r e a r i n g  t o  r u r a l  c o m m u n i t i e s  a n d  t o  t h e  

e c o n o m y  o f  t h e  S t a t e  in g e n e r a l  a r e  b e i n g  h e a v i l y ,  e v e n  

i r r e s p o n s i b l y  o v e r s o l d  b y  p e n  r e a r i n g  a d v o c a t e s .

MARKET CONSIDERATIONS

T h e  a d v o c a t e s  o f  a q u a c u l t u r e  c l a i m  t h a t  c o n s u m p t i o n  is r i s i n g  a n d  

t h a t  t h e r e  w i l l  b e  n o  c o m p e t i t i o n  b e t w e e n  t h e  f a r m e d  a n d  t h e  

c o m m e r c i a l  f o r m s  o f  s e a f o o d .  T h e  r e a l i t y  is, t h a t  t h e  b u l k  o f  

t h e  h i g h l y  t o u t e d  " w o r l d  i n c r e a s e "  i n  s e a f o o d  c o n s u m p t i o n  w i l l  

o c c u r  i n  s h e l l f i s h ,  a n d  c o d  a n d  c a t f i s h  t y p e  f i s h  r a t h e r  t h a n  in  

t h e  m o r e  e x p e n s i v e  s a l m o n  s p e c i e s .  T h i s  p r o j e c t e d  i n c r e a s e d  in 

w o r l d  c o n s u m p t i o n  h a s  t w o  m a i n  c o m p o n e n t s .
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E X E C U T I V E  S U M M A R Y

T h e  A l a s k a  T r o l l e r s  A s s o c i a t i o n  b e l i e v e s  t h a t  p a s s a g e  o f  H B - 1 0 8  a n d  S B -  

1 06 ,  " A c t ( s )  r e l a t i n g  t o  a q u a t i c  f a r m i n g . . . " ,  i n  t h e i r  p r e s e n t  f o r m  

w o u l d  b e  d e t r i m e n t a l  t o  t h e  A l a s k a  s a l m o n  i n d u s t r y  a n d  n o t  i n  t h e  b e s t  

i n t e r e s t  o f  t h e  S t a t e .  A T A  g e n e r a l l y  s u p p o r t s  o f  a q u a c u l t u r e ,  a n d  

b e l i e v e s  t h e r e  a r e  m a n y  o p p o r t u n i t i e s  f o r  A l a s k a n s  i n  v a r i o u s  

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

a s p e c t s  o f  t h e s e  c o m p a n i o n  m e a s u r e s  a i m e d  a t  p e r m i t t i n g  t h e  p e n  

r e a r i n g  o f  s a l m o n  i n  A l a s k a .

A l a s k a  p r o d u c e s  s o m e  43  p e r c e n t  o f  t h e  w o r l d  h a r v e s t  o f  s a l m o n .  T h e  

p e n  r e a r i n g  i n d u s t r y ,  s p e a r h e a d e d  a n d  d o m i n a t e d  b y  f o r e i g n  i n t e r e s t s  

a n d  b a c k e d  b y  t h e i r  g o v e r n m e n t s ’ s u b s i d y  p r o g r a m s ,  is i n  d i r e c t  

c o m p e t i t i o n  w i t h  o u r  s a l m o n  i n d u s t r y .  T h i s  a p p l i e s  n o t  j u s t  t o  k i n g  

a n d  c o h o  s a l m o n ,  b u t  t o  a l l  f r e s h  a n d  f r e s h - f r o z e n  p r o d u c t  f o r m s .  

E n c o u r a g i n g  t h o s e  i n t e r e s t s  t o  i n v e s t  i n  a n d  c o n t r o l  p e n  r e a r i n g  : n 

A l a s k a  is c l e a r l y  n o t  in  t h e  i n t e r e s t  o f  o u r  i n d u s t r y ,  a n d  w i l l  

j e o p a r d i z e  t h e  e n o r m o u s  p r i v a t e  a n d  p u b l i c  i n v e s t m e n t s  a l r e a d y  m a d e  in 

o u r  w i l d  a n d  h a t c h e r y  s t o c k s .  W e  c a n n o t  c o n t r o l  t h e  a c t i o n s  o f  o t h e r  

n ations;, b u t  w e  n e e d  n o t  a c t i v e l y  c o n t r i b u t e  t o  t h e  m a r k e t  c o m p e t i t i o n  

f a c i n g  o u r  o w n  i n d u s t r y .

W e  a r e  a l s o  e x t r e m e l y  c o n c e r n e d  a b o u t  p o s s i b l e  b i o l o g i c a l  i m p a c t s  o n  

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

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

p o t e n t i a l  f o r  m a j o r  d a m a g e  t o  w i l d  s t o c k s  d o e s  e x i s t .  W i t h  s o  m u c h  a t  

s t a k e ,  is  p e n  r e a r i n g  w o r t h  t h e  r i s k ?  P e n  r e a r i n g  w i l l  p r o d u c e  c h r o n i c  

h a b i t a t  p r o b l e m s  l o c a l  t o  t h e  r e a r i n g  s i t e s ,  w i l l  c o m p e t e  f o r  r e l e a s e  

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

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

d u m p s .

P r o p o n e n t s  a s s e r t i o n s  n o t  w i t h s t a n d i n g ,  p e n  r e a r i n g  w i l l  d i v e r t  

i n c r e a s i n g l y  s c a r c e  S t a t e  g o v e r n m e n t  r e s o u r c e s  f r o m  e x i s t i n g  f i s h e r y  

m a n a g e m e n t  p r o g r a m s .  F i s c a l  i m p a c t s  h a v e  n o t  b e e n  a d d r e s s e d .  A D F & G ,

D E C ,  D N R ,  D C E D ,  a n d  R e v e n u e  p r o g r a m s  w i l l  b e  e f f e c t e d .

W e  c o n t e n d  t h a t  p r o p o n e n t s  a r e  e x a g g e r a t i n g  t h e  p o t e n t i a l  e c o n o m i c  

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

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

o p e r a t i o n s ,  u t i l i z i n g  f o r e i g n  t e c h n o l o g y ,  a n d  f u n d e d  a n d  c o n t r o l l e d  b y  

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

t h e  l o w e r  e n d  o f  t h e  t e c h n i c a l  a n d  p a y  s c a l e s  o f  t h e s e  o p e r a t i o n s .  T o  

t h e  e x t e n t  t h a t  A l a s k a n s  a r e  i n v o l v e d ,  e i t h e r  a s  i n v e s t o r s  i n  f o r e i g n  

d o m i n a t e d  v e n t u r e s  o r  a s  i n d e p e n d e n t s ,  t h e i r  p o s i t i o n  w i l l  b e

p r e c a r i o u s .  T h i s  i n d u s t r y  i s  h e a d e d  f o r  a  m a j o r  " s h a k e  o u t "  w o r l d w i d e ,

a n d  s m a l l ,  l a t e  e n t r a n t s  w i l l  b e  t h e  m o s t  v u l n e r a b l e .

I n  s u m ,  s a l m o n  p e n  r e a r i n g  t h r e a t e n s  o u r  e x i s t i n g  i n d u s t r y  a n d  w i l l

n o t  b e  t h e  b o n a n z a  t h a t  p r o p o n e n t s  c l a i m .  A l a s k a ' s  s u p p o r t  f o r
a q u a c u l t u r e  s h o u l d  b e  in  t h o s e  a r e a s  w h e r e  w e  c a n  b e c o m e  t h e
t e c h n o l o g i c a l  a n d  m a r k e t  l e a d e r s .  L e t ’s n o t  g e t  o n  a  b a n d w a g o n  w h i c h

is  a b o u t  t o  r u n  o u t  o f  g a s !
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I N T R O D U C T I O N

P r o p o n e n t s  o f  a q u a c u l t u r e  s a y  i t  o f f e r s  o n e  o f  t h e  s i n g l e

g r e a t e s t  n e w  o p p o r t u n i t i e s  t o  d e v e l o p  a n d  d i v e r s i f y  S t a t e  a n d  

l o c a l  e c o n o m i e s  a n d  c r e a t e  n e w  j o b s .  T o  h e a r  t h e m  t a l k ,  y o u ’d 

t h i n k  t h a t  s a l m o n  p e n  r e a r i n g  i n  p a r t i c u l a r  is  " t h e  g r e a t e s t  

t h i n g  s i n c e  s l i c e d  b r e a d . "  F r a n k l y ,  y o u r  f i s h e r m e n  c o n s t i t u e n t s  

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

d i s a s t e r  f o r  t h e m  a n d  a v e r y  b a d  d e a l  f o r  t h e  S t a t e  o f  A l a s k a

g e n e r a l l y .

It is i m p o r t a n t  t o  l o o k  b e y o n d  t h e  e n t h u s i a s t i c  s t a t e m e n t s  o f  

p r o p o n e n t s  a b o u t  t h e  " g r e a t  o p p o r t u n i t y "  r e p r e s e n t e d  b y  

a q u a c u l t u r e .  W e  m u s t  a l s o  l o o k  a t  i t s ’ e f f e c t s  o n  t h e  e n t i r e  

s p e c t r u m  o f  t h e  e x i s t i n g  s e a f o o d  a n d  s u p p o r t  i n d u s t r i e s .  T h e

p a s t  a d m i n i s t r a t i o n ’s A d  H o c  C o m m i t t e e  o n  M a r i c u l t u r e ,  i n c l u d i n g  

t h e  r e p r e s e n t a t i v e s  0 1  t h e  f i s h i n g  i n d u s t r y ,  f o u n d  t h a t

a q u a c u l t u r e  in g e n e r a l  d o e s  o f f e r  n e w  o p p o r t u n i t i e s  - t h o u g h  n o t  

w i t h o u t  c o s t s .  I n d e e d  t h e y  f o u n d  t h a t  s o m e  f o r m s  o f  a q u a c u l t u r e  - 

p e n  r e a r i n g  o f  s a l m o n  t o  b e  s p e c i f i c  - c o u l d ,  i n  f a c t ,  h a v e  

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

S o u t h e a s t  f i s h i n g  c o m m u n i t i e s .

W e ,  t h e  f i s h i n g  c o m m u n i t y ,  s u g g e s t  t h a t  p e n - r e a r i n g  o f  s a l m o n  - 

t h e  " f i s h  f a r m i n g "  w h i c h  is r e a l l y  t h e  k e y  e l e m e n t  d r i v i n g  t h i s  

B i l l  - p o s e s  t h r e e  p r i n c i p a l  t h r e a t s  t o  A l a s k a  f i s h e r m a n :
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s a t u r a t i o n  i n  t h e  p r i c e  a n d  q u a l i t y  l e a d i n g  s e c t o r s  o f  o u r  

m a r k e t s  w h i c h  w i l l  e v e n t u a l l y  i m p a c t  t h e  p r i c e  o f  a l l  A l a s k a  

s a l m o n ,  n o t  j u s t  o u r  " t o p  o f  t h e  l i n e "  f i s h ;

n e g a t i v e  b i o l o g i c a l  i m p a c t s  o n  o u r  v i t a l  w i l d  s t o c k s  a n d  

r e a r i n g  h a b i t a t ;  a n d

d i v e r s i o n  o f  i n c r e a s i n g l y  s c a r c e  S t a t e  g o v e r n m e n t  f i s c a l  a n d  

m a n a g e r i a l  r e s o u r c e s  t o w a r d  m a n a g e m e n t  o f  a  n e w  i n d u s t r i a l  s e c t o r  

d o m i n a t e d  b y  f o r e i g n  c a p i t a l  a n d  o p e r a t o r s ,  t o  t h e  d e t r i m e n t  o f  

o u r  A l a s k a n  i n d u s t r y .

A d d i t i o n a l l y ,  w e  c o n t e n d  t h a t  t h e  d e v e l o p m e n t a l  a n d  e m p l o y m e n t  

b e n e f i t s  o f  s a l m o n  p e n  r e a r i n g  t o  r u r a l  c o m m u n i t i e s  a n d  t o  t h e  

e c o n o m y  o f  t h e  S t a t e  in g e n e r a l  a r e  b e i n g  h e a v i l y ,  e v e n  

i r r e s p o n s i b l y  o v e r s o l d  b y  p e n  r e a r i n g  a d v o c a t e s .

MARKET CONSIDERATIONS

T h e  a d v o c a t e s  o f  a q u a c u l t u r e  c l a i m  t h a t  c o n s u m p t i o n  is r i s i n g  a n d  

t h a t  t h e r e  w i l l  b e  n o  c o m p e t i t i o n  b e t w e e n  t h e  f a r m e d  a n d  t h e  

c o m m e r c i a l  f o r m s  o f  s e a f o o d .  T h e  r e a l i t y  is, t h a t  t h e  b u l k  o f  

t h e  h i g h l y  t o u t e d  " w o r l d  i n c r e a s e "  i n  s e a f o o d  c o n s u m p t i o n  w i l l  

o c c u r  i n  s h e l l f i s h ,  a n d  c o d  a n d  c a t f i s h  t y p e  f i s h  r a t h e r  t h a n  in 

t h e  m o r e  e x p e n s i v e  s a l m o n  s p e c i e s .  T h i s  p r o j e c t e d  i n c r e a s e d  in  

w o r l d  c o n s u m p t i o n  h a s  t w o  m a i n  c o m p o n e n t s .
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( 1.)  F i s h  a s  a  C h e a p  S o u r c e  o f  P r o t e i n :  A q u a c u l t u r e  in T h i r d

W o r l d  c o u n t r i e s  h a s  i n c r e a s e d  e x p o n e n t i a l l y  d u r i n g  t h e  p a s t  f e w  

y e a r s  - m o s t l y  i n  t h e  f o r m  o f  w a r m  w a t e r  p o n d  c u l t u r e  o f  t i l a p i a  

a n d  c a r p .  S u c h  c u l t u r e  i n  T h i r d  W o r l d  n a t i o n s  is o f t e n  r u n  in 

c o n j u n c t i o n  w i t h  a n n u a l  i r r i g a t i o n  o f  r i c e  f i e l d s ,  o r  i n  a r e a s  

w h e r e  t h e  y i e l d  o f  p r o t e i n  p e r  a c r e  is g r o s s l y  i n  f a v o r  o f  p o n d  

c u l t u r e  ( f i s h  s u c h  a s  G r a s s  C a r p  o r  o t h e r  h e r b i v o r o u s  s p e c i e s  f o r  

l o c a l  c o n s u m p t i o n ,  o r  s h e l l f i s h  f o r  e x p o r t )  w h e r e  l a n d s  h a v e  a 

l o w  p l a n t  p r o d u c t i v i t y  d u e  t o  b a d  s o i l  c o n d i t i o n s .  In t h e  

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

h e r e  c o n s u m p t i o n  i n c r e a s e s  a r e  l a r g e l y  i n  t h e  f o r m  o f  " f a s t - f o o d "  

f i l l e t s  f o r  f i s h  s a n d w i c h e s  a n d  d e e p  f r i e d  c a t f i s h .  I n d e e d ,  t h e  

l a r g e s t  a q u a c u l t u r e  s e c t o r  i n  t h e  U . S .  is M i s s i s s i p p i  V a l l e y  

c a t f i s h  f a r m i n g ,  a n d  t h e  s i n g l e  l a r g e s t  f i s h  p r o c e s s o r  in t h e  

U . S .  i s  a  c a t f i s h  p r o c e s s i n g  p l a n t .

(2.) T h e  H e a l t h  B e n e f i t s  o f  S e a f o o d :  In  N o r t h  A m e r i c a  a n d  W e s t e r n  

E u r o p e ,  t h e  i n c r e a s e d  r e c o g n i t i o n  o f  t h e  h e a l t h  b e n e f i t s  o f  

s e a f o o d  m o s t l y  s p a w n e d  b y  t h e  e d u c a t i o n a l  e f f o r t s  o f  s u c h

i n s t i t u t i o n s  a s  t h e  H e a r t  A s s o c i a t i o n  a n d  t h e  N a t i o n a l  M a r i n e  

F i s h e r y  S e r v i c e ,  h a s  l e d  t o  a  g r e a t e r  c o n s u m p t i o n  o f  f i s h  a n d  

s h e l l f i s h .  C o n s u m e r s  w h o  i n c r e a s e d  t h e i r  c o n s u m p t i o n  f o r  h e a l t h  

r e a s o n s ,  a r e  n o r m a l l y  m o r e  i n t e r e s t e d  in  t h e  e x p e n s i v e  p r o d u c t  

f o r m s ,  s u c h  a s  f r e s h  o r  f r o z e n  s a l m o n .
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U n f o r t u n a t e l y  f o r  A l a s k a n  f i s h e r m a n ,  t h e  i n c r e a s e d  a w a r e n e s s  a n d  

c o n s u m p t i o n  o c c u r r e d  c o i n c i d e n t a l l y  w i t h  t h e  a d v e n t  o f  t h e  

N o r w e g i a n  p e n  r e a r e d  s a i m o n  i n d u s t r y  - t h o u g h  n o t  b e c a u s e  o f  it, 

a s  s o m e  w o u l d  c l a i m .  T h r o u g h  a g g r e s s i v e  m a r k e t i n g  a n d  g o v e r n m e n t  

s u b s i d i z e d  p r o d u c t i o n  a n d  s h i p p i n g  ( i n c l u d i n g  h e a v i l y  u n d e r ­

w r i t t e n  a i r  f r e i g h t  r a t e s  o n  t h e  g o v e r n m e n t  o w n e d  a i r l i n e  S A S )

t h e  N o r w e g i a n s  m a d e  h e a v y  i n r o a d s  i n  t h i s  p r o d u c t  n i c h e  o f  t h e

s e a f o o d  i n d u s t r y .  O u r  A l a s k a n  c o m m e r c i a l  f i s h e r m a n ,  u n p r o t e c t e d  

f r o m  t h i s  h e a v i l y  s u b s i d i z e d ,  g o v e r n m e n t  o r g a n i z e d  m a r k e t i n g  

b l i t z  i n t o  t h e i r  t r a d i t i o n a l  m a r k e t s ,  h a v e  n o t  e n j o y e d  t h e  

b e n e f i t s  o f  i n c r e a s e d  d e m a n d  t h r o u g h  h i g h e r  p r i c e s  o r  e x p a n s i o n

o f  m a r k e t  o p p o r t u n i t i e s  f o r  o u r  o t h e r  s a l m o n  s p e c i e s ,  s u c h  a s

f r o z e n  r e d s  a n d  o c e a n  b r i g h t  p i n k s .  S o, N o r w e g i a n  s a l m o n  h a s  n o t  

j u s t  h u r t  t r o l l e r s ,  it h a s  l i m i t e d  d i v e r s i f i c a t i o n  o p p o r t u n i t i e s

f o r  g i l l n e t  a n d  s e i n e  c a u g h t  f i s h  a s  w e l l .

T h e r e  is r e a l l y  o n l y  o n e  m a r k e t  f o r  q u a l i t y  s a l m o n .  T h i s  m a r k e t  

is w o r l d w i d e  a n d  m u s t  a b s o r b  a l l  i n v e n t o r y ,  b o t h  f r e s h  a n d  f r e s h -  

f r o z e n .  A s  f r e s h - f a r m e d  s a l m o n  o u t p u t  i n c r e a s e s ,  i t  c u t s  i n t o  

t h e  c o m m e r c i a l  h i g h  q u a l i t y  f r e s h -  l o i e n  m a r k e t  w h e r e  A l a s k a n

f i s h  h a s  b e e n  t r a d i t i o n a l l y  b e e n  d o m i n a n t .  P r e s e n t  w o r l d w i d e

p r o d u c t i o n  o f  w i l d  s a l m o n  is 6 0 0 , 0 0 0  t o  7 0 0 , 0 0 0  m e t r i c  t o n s ,  t h e  

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

7 0 , 0 0 0  t o  8 0 , 0 0 0  m e t r i c  t o n s  a r e  h i g h  q u a l i t y  c o h o  a n d  k i n g  

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

p e n - r e a r e d  s a l m o n .  T h i s  c o m p e t i t i o n  is i n c r e a s i n g  y e a r l y .  T h e  

p r o d u c t i o n  o f  p e n - r e a r e d  s a l m o n  w o r l d w i d e  is  e x p e c t e d  t o  a p p r o a c h
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1 5 0 . 0 0 0  m e t r i c  t o n 3  b y  1 9 S 0 .  S u c h  a n  i n c r e a s e  w i l l  n e a r l y  t r i p l e  

t h e  p r e s e n t  v o l u m e  o f  h i g h  q u a l i t y  s a l m o n .  I n  t h e  w o r l d  m a r k e t ,  

W e s t e r n  E u r o p e ,  C a n a d a ,  a n d  t h e  U n i t e d  S t a t e s  r e p r e s e n t  " t h e  

m a r k e t p l a c e "  f o r  h i g h - q u a l i t y  s a l m o n .  T h e  t r o l l  i n d u s t r y ' s  f r e s h  

a n d  f r e s h - f r o z e n  p r o d u c t  h a s  a l r e a d y  f e l t  t h e  i m p a c t  o f  m a r k e t  

c o m p e t i t i o n  f r o m  p e n  r e a r e d  f i s h .  O u r  k i n g  s a l m o n  p r i c e  t o  

f i s h e r m a n  h a s  d r o p p e d  f r o m  3 2 . 5 0 /  l b  i n  1 9 8 5  t o  $ 1 . 8 0 / l b  in 

1 9 8 6 .  C o h o s  d r o p p e d  . 50 c e n t s  / l b  t h i s  p a s t  w i n t e r  w h e n  a  l a r g e  

i n v e n t o r y  o f  N o r w e g i a n  f i s h  w a s  d u m p e d  o n  t h e  F r e n c h  m a r k e t .

D e m a n d  f o r  t h i s  h i g h  q u a l i t y  f i s h  j u s t  c a n ' t  e x p a n d  a s  f a s t  a s  

tht. s u p p l y  is g r o w i n g .  S t u d i e s  i n d i c a t e  t h a t  e v e r y  m a n ,  w o m a n  a n d  

c h i l d  i n  t h e  U n i t e d  S t a t e s  w o u l d  n e e d  t o  e x c h a n g e  a  m e a t  d i n n e r  

f o r  a  s a l m o n  d i n n e r  t o  i n c r e a s e  c o n s u m p t i o n  b y  2 5 , 0 0 0  m e t r i c  t o n s  

p e r  y e a r .  I f  p e n - r e a r e d  s a l m o n  p r o d u c t i o n  d o e s  r e a c h  1 5 0 , 0 0 0  

m e t r i c  t o n s  b y  1 9 9 0 ,  t h e n  a  p o p u l a t i o n  t h e  s i z e  o f  t h e  U n i t e d  

S t a t e s  w o u l d  h a v e  t o  e a t  s i x  s a l m o n  d i n n e r s  p e r  y e a r  t h a t  t h e y  

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

3 6 . 0 0  to 3 8 . 0 0  a lb. A n y  e c o n o m i s t  w i l l  t e l l  y o u  t h a t  it is 

u n r e a s o n a b l e  t o  e x p e c t  s u c h  a  d e m a n d  i n c r e a s e  t o  o c c u r  in  s u c h  a 

s h o r t  t i m e .  I t  a l s o  m e a n s  t h a t  t h e  e n o r m o u s  a m o u n t  o f  h i g h  

q u a l i t y  s a l m o n  o n  t h e  m a r k e t  w i l l  h a v e  t o  s e l l  a t  r e d u c e d  p r i c e s  

t o  c o m p e t e  w i t h i n  i t s  o w n  m a r k e t  n i c h e ,  w i t h  o t h e r  s e a f o o d ,  a n d  

w i t h  a  n o r e  c o m p e t i t i v e  r e d  m e a t  a n d  p o u l t r y  i n d u s t r y .
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T h i s  p r o b l e m  w a s  h e a d l i n e d  i n  t h e  D e c e m b e r  1 9 8 6  e d i t i o n  o f  F I S H  

F A R M I N G  I N T E R N A T I O N A L  w h i c h  r e a d ,  " S U R P L U S  S A L M O N  W A R N I N G  - 

P R O D U C T I O N  M A Y  E X C E E D  D E M A N D  B Y  2 3 , 0 0 0  T O N S " .  T h e  a r t i c l e  stated, 

t h a t  a n  i m b a l a n c e  o f  p r o j e c t e d  s u p p l y  a n d  d e m a n d  b y  1 9 9 0  ( t h r e e  

y e a r s  f r o m  n o w )  c o u l d  c a u s e  s h a r p  p r i c e  r e d u c t i o n s  a n d  u p s e t  

p r o f i t  m a r g i n s .  I t  s t a t e d  t h a t  l o w e r  m a r g i n s  w o u l d  f o r c e  t h e  

l e a s t  e f f i c i e n t  p r o d u c e r s  o u t  o f  t h e  i n d u s t r y  a n d  p r e c l u d e  s m a l l -  

s c a l e  n e w  e n t r a n t s .  I t  w e n t  o n  t o  s a y  t h a t  f a r m s  w h i c h  p r o d u c e  

l e s s  t h a n  5 0 0  t o n s  p e r  y e a r  ( t h i s  l a t t e r  t y p e  o f  l a r g e  f a c i l i t y  

h a s  a  c o s t  o f  U S S 3  m i l l i o n  +) w o u l d  n o t  h a v e  t h e  p r o d u c t  v o l u m e  

c a p a c i t y  t o  r e a c h  p r o f i t  m a r g i n s .  T h e y  s t a t e  t h a t  s u c h  l a r g e  

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

y e a r s  t h r o u g h  d i s e a s e  o r  t h e  e f f e c t s  o f  u n s e a s o n a b l e  w e a t h e r  

w o u l d  y i e l d  z e r o  n e t  r e t u r n s .  S u c h  l o s s e s  a r e  n o t  w i t h o u t  

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

B . C . ,  a n d  a t  t h e  N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e  e x p e r i m e n t a l  

f a r m  a t  L i t t l e  P o r t  W a l t e r  i n  S o u t h e a s t  A l a s k a ,  h a v e  e x p e r i e n c e d  

s u c h  l o s s e s  f r o m  a l g a l  b l o o m s ,  s t r e s s  i n d u c e d  b y  h a r a s s m e n t  f r o m  

m a r i n e  m a m m a l s ,  a n d  f r o m  d i s e a s e .

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

r e s o u r c e  h a v e  b e e n  s t r i v i n g  f o r  y e a r s  t o  s t a b i l i z e  n a t u r a l  

f l u c t u a t i o n s  t h r o u g h  h a t c h e r y  e n h a n c e m e n t  a n d  r e s o u r c e  

a l l o c a t i o n .  P a c i f i c  c o a s t  f i s h e r m a n ,  i n  t r y i n g  t o  s o l v e  t h o s e  

p r o b l e m s  v i a  t h e  U . S . / C a n a d a  T r e a t y ,  w i l l  f a c e  n o t  o n l y  a n  

i n c r e a s e  i n  p r o d u c t i o n  f r o m  s a l m o n  f a r m s ,  b u t  t h e  n e e d  t o  m a r k e t  

t h e  e x p e c t e d  g r e a t  i n c r e a s e s  i n  w i l d  a n d  o c e a n  r e l e a s e d  h a t c h e r y
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s t o c k s  r e s u l t i n g  f r o m  t h e  U . S . / C a n a d a  T r e a t y .  C a n a d a  a n d  t h e  

P a c i f i c  S t a t e s  p l a n  t o  r e l e a s e  2 . 6  b i l l i o n  e n h a n c e m e n t  s a l m o n  b y  

1 9 9 0  - a n  i n c r e a s e  o f  2 4 5  p e r c e n t !  A d d  t o  t h i s  t h e  i n c r e a s e s  

f r o m  n a t u r a l  s t o c k s  r e b u i l d i n g  t o  m a x i m u m  s u s t a i n a b l e  y i e l d .  T h i s  

r e p r e s e n t s  a  t r e m e n d o u s  i n v e s t m e n t  i n  m a n a g e m e n t  a n d  e n h a n c e m e n t  

d o l l a r s ,  a n d  t r e m e n d o u s  s a c r i f i c e s  b y  o u r  f i s h e r m e n  t o  a c h i e v e  

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

a n d  d i l u t e  t h e  v a l u e  o f  o u r  a l r e a d y  m a s s i v e  i n v e s t m e n t .

It  is  a l s o  f r e q u e n t l y  a s s e r t e d  t h a t  p e n n e d  s a l m o n  w o n ’t c o m p e t e  

w i t h  A l a s k a n  w i l d  s t o c k  s a l m o n  s i n c e  m o s t  o f  o u r  p r o d u c t i o n  

o c c u r s  d u r i n g  t h e  s u m m e r ,  w h e r e a s  p e n n e d  s a l m o n  a r e  s o l d  i n  t h e  

w i n t e r .  I n  f a c t ,  1 0 %  o f  a l l  p e n  r e a r e d  s a l m o n  is. s o l d  in t h e  

s u m m e r .  A s  l o n g  a s  p e n n e d  s a l m o n  p r o d u c t i o n  w a s  l o w ,  i t s  s u m m e r  

m a r k e t  i m p a c t  w a s  n o t  t o o  s e v e r e .  T h e  t o t a l  A l a s k a  t r o l l  k i n g  

a n d  c o h o  s a l m o n  p r o d u c t i o n  w a s  a b o u t  9 , 7 0 0  M T  i n  1 9 8 5 .  I f  f u l l  

p r o j e c t e d  p e n  r e a r e d  s a l m o n  p r o d u c t i o n  o f  1 5 0 , 0 0 0  M T  is r e a c h e d  

b y  1 9 9 0 ,  t h e n  a  1 0 %  s u m m e r  m a r k e t  c o m p e t i t i o n  w i l l  b e  1 5 , 0 0 0  M T  

in t h e  s u m m e r  o f  1 9 9 0 .  T h a t  is, t h e y  w i l l  d u m p  m o r e  f r e s h  f i s h  in 

t h e  s u m m e r  m a r k e t  a l o n e  t h a n  t h e  e n t i r e  A l a s k a n  t r o l l  p r o d u c t i o n .  

A s  w e  h a v e  s a i d ,  A l a s k a n s  in g e n e r a l  w i l l  l o s e  f r o m  t h i s  

c o m p e t i t i o n  s i n c e  t h e  d e v e l o p m e n t  o f  n e w  p r o d u c t  f o r m s  o f  

p i n k / c h u m / a n d  s o c k e y e ,  ie. f r e s h  f r o z e n  o c e a n  b r i g h t  q u a l i t y ,  

w i l l  b e  o u t - c o m p e t e d  b y  t h e  f r e s h  f a r m e d  f i s h  i n d u s t r y  w h i c h  h a s  

a l r e a d y  d e v e l o p e d  i t s  m a r k e t  s t r a t e g y .  B u t ,  t h e  h a r d e s t  h i t  w i l l  

b e  t h e  t r o l l  f l e e t .  O u r  p r o d u c t ,  b o t h  f r e s h  a n d  f r e s h - f r o z e n ,  

c o m p e t e s  h e a d  t o  h e a d  w i t h  p e n  r e a r e d  s a l m o n .
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S i n c e  t h e  v o l u m e  o f  p e n  r e a r e d  s a l m o n  p r o j e c t e d  b y  1 9 9 0  w i l l

t r i p l e  t h e  p r o d u c t  v o l u m e  a v a i l a b l e  f r o m  t h e  c u r r e n t  h a r v e s t  o f  

a l l  k i n g  a n d  c o h o  s a l m o n  ( t h e  t w o  s p e c i e s  w h i c h  c o m p e t e  m o s t  

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

is b o t h  r e a l  a n d  i m m i n e n t .  W h e t h e r  o r  n o t  A l a s k a  b e c o m e s  

i n v o l v e d  i n  t h e  p e n  r e a r i n g  o f  s a l m o n  w i l l  n o t  c h a n g e  t h e  f a c t  

t h a t  r w i l d  s t o c k  f i s h i n g  i n d u s t r y  w i l l  s e e  a n  i n c r e a s e d  m a r k e t  

c o m p e t i t i o n  w i t h  p e n  r e a r e d  f i s h ,  b u t  w e  d o n ’t h a v e  t o  c o n t r i b u t e  

to t h e  p r o b l e m .

I ’v e  s p o k e n  a b o u t  w o r l d  m a r k e t  i m p a c t s  a n d  t h e i r  e f f e c t s  o n  

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

w o u l d  a l s o  h a v e  t o  d e a l  w i t h  d i r e c t  c o m p e t i t i o n  in o u r  l o c a l

m a r k e t s .  M o s t  p e n  r a i s e d  f i s h  w o u l d  b e  m a r k e t e d  i n  t h e  w i n t e r  

w h e n  l o c a l  f i s h e r m e n  a r e  s u p p l y i n g  l o c a l  w i n t e r  m a r k e t s  a n d

g e t t i n g  t h e i r  b e s t  p r i c e .  W h e n  t h e r e  is s u c h  h i g h  w i n t e r  

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

f o r  t h e  p o c k e t b o o k s .  L o c a l  p e n - r e a r e d  f i s h  would, s e v e r e l y  h u r t  

o u r  l o c a l  w i n t e r  m a r k e t s  s i n c e  b u y e r s  w o u l d  n o t  n e e d  t o  w a i t  - a s  

t h e y ’re  p r e s e n t l y  a c c u s t o m e d  t o  d o i n g  - f o r  a  w i n t e r  s t o r m  t o  

p a s s  s o  t h a t  l o c a l  b o a t s  c a n  " s n e a k  b a c k  o u t "  f o r  a  b i t  o f  w i n t e r  

f i s h i n g .
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B I O L O G I C A L  C O N C E R N S

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

a n d  o u r  r e a r i n g  h a b i t a t  i n  S o u t h e a s t .  T h e  r a p i d l y  g r o w i n g  

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

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

e p i d e m i c s  i n  t h e  p e n s .

T h e  p r o b l e m  o f  p o l l u t i o n  f r o m  f e c e s  a n d  u n c o n s u m e d  f e e d  p o s e s  a 

r e a l  h a b i t a t  p r o b l e m .  M o s t  o f  t h e  c h o i c e  s i t e s  f o r  a q u a c u l t u r e  

a r e  i m p o r t a n t  a s  n u r s e r y  a r e a s  f o r  o t h e r  j u v e n i l e  f i s h  a n d  

s h e l l f i s h .  T h e  p r o b l e m  o f  b o t t o m  h a b i t a t  d e g r a d a t i o n  is 

e x e m p l i f i e d  b y  t h e  h i s t o r y  o f  l o g  s t o r a g e  f a c i l i t i e s .  T h e  

s c i e n t i f i c  l i t e r a t u r e  i s  f u l l  o f  d e s c r i p t i o n s  o f  t h e  h a r m f u l  

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

t h e  s a m e  p o l l u t a n t  b y - p r o d u c t  a s s o c i a t e d  w i t h  s a l m o n  f a r m s .

A s  f o r  d i s e a s e ,  i n  1 9 8 3  e p i d e m i c s  c o s t  t h e  f a r m e d  salmor. 

i n d u s t r y  a p p r o x i m a t e l y  $ 1 1 0  m i l l i o n .  M u c h  o f  t h i s  o c c u r r e d  w h e n  

a  b a c t e r i a l  d i s e a s e  i n  N o r w a y  f o r c e d  2 9  o u t  o f  4 0  f a r m s - t o  

s l a u g h t e r  t h e i r  e n t i r e  s t o c k .  F i s h  f a r m e r s ,  a n d  f e e d  l o t  f a r m e r s  

i n  g e n e r a l ,  r e s p o n d  t o  d i s e a s e s  w i t h  a n t i o i o t i c s  w h i c h  c a n  l e a d  

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

o f  d r u g  r e s i s t a n t  d i s e a s e  s t r a i n s  o r  a s  n e w  f o r m s  o f  d i s e a s e  t o  

w h i c h  n a t u r a l  s t o c k s  h a v e  l i t t l e  o r  n o  i m m u n i t y .  T h e  m a j o r  

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

r i s k .  H o w e v e r ,  A l a s k a  p r o d u c e s  9 0 %  o f  a l l  U . S .  l a n d i n g s ,  w h i c h  

e q u a t e s  t o  4 3 %  o f  t h e  w o r l d  l a n d i n g s ,  f r o m  w i l d ,  n a t u r a l  r u n s  o f  

s a l m o n .  C a n  w e  r e a l l y  a f f o r d  t o  r i s k  a m a j o r  d i s e a s e  i n d u c e d

c r a s h  o f  o i r  w i l d  s t o c k s ?  W e  t h i n k  n o t !  P r o p o n e n t s  o f  p e n  

r e a r i n g  w o u l d  l i k e  t o  " w i s h  a w a y "  t h e  d i s e a s e  p r o b l e m ,  b u t  i t s  

n o t  a  s i m p l e  t h i n g  t o  d e a l  w i t h  a n d  t h e  r i s k s  a r e  p o t e n t i a l l y  

c a t a s t r o p h i c .

MANAGEMENT AND FISCAL CONCERNS

P e n  reat.'ng a d v o c a t e s  a r e  f o n d  o f  s t a t i n g  t h a t  t h e y  a r e n ’t 

s e e k i n g  S t a t e  l o a n s  a n d  h e n c e  w o n ’t h a v e  a f i s c a l  i m p a c t  o n  S t a t e  

g o v e r n m e n t .  T h i s  i s  a  r u s e .  L o a n s  a r e n ’t t h e  o n l y  w a y  o f  

i m p a c t i n g  t h e  b u d g e t .  W i t h  r e v e n u e s  g e t t i n g  t i g h t e r  a n d  t i g h t e r  

S t a t e  r e s o u r c e  m a n a g e r s  a r e  f a c e d  w i t h  d o i n g  m o r e  a n d  m o r e  w i t h  

l e s s  a n d  l e s s .  I n t r o d u c i n g  p e n  r e a r i n g  w i l l  h a v e  a n  i m p a c t  o n  

d e p a r t m e n t s  c h a r g e d  w i t h  r e g u l a t i n g  t h e  s e a f o o d  i n d u s t r y  a n d  

m a n a g i n g  t h e  S t a t e ’s t i d e l a n d  r e s o u r c e s .  D N R ,  D E C ,  R e v e n u e  a n d  

A D F & G  w i l l  a l l  h a v e  t o  g e a r  u p  t o  d e a l  w i t h  p e r m i t t i n g ,

r e g u l a t i n g  a n d  o t h e r w i s e  m a n a g i n g  t h i s  n e w  i n d u s t r y .  Y o u  t e l l  m e  

w h a t  i t  w i l l  c o s t !  T h e  o n l y  c e r t a i n  t h i n g  is t h a t  it w o n ’t be 

c h e a p ,  a n d  t h a t  i t  w i l l  n e g a t i v e l y  i m p a c t  a l r e a d y  s h r i n k i n g  

m a n a g e m e n t  e f f o r t s  a p p l i e d  t o  o u r  e x i s t i n g  f i s h e r i e s .

I t h i n k  it  w o u l d  b e  v e r y  w i s e  t o  h a v e  a  d e t a i l e d  e x a m i n a t i o n  o f  

t h e  f i s c a l  i m p a c t s  o f  t h i s  l e g i s l a t i o n  b e f o r e  p r o c e e d i n g  f u r t h e r .
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W e  h a v e  p r e v i o u s l y  m e n t i o n e d  t h e  U . S . / C a n a d a  T r e a t y .  Tw<- 

a d d i t i o n a l  p r o g r a m s  w e r e  s o l d  b y  t h e  S t a t e  o f  A l a s k a  t o  tl 

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

L i m i t e d  E n t r y  a n d  S a l m o n  E n h a n c e m e n t .  T h o u g h  t h e s e  p r o g r a m s  h o l d  

p r o m i s e ,  t h e y  h a v e  p u t  t h e  t r o l l  f l e e t  i n  a  p r e c a r i o u s  m a k e - i t  o r  

b r e a k - i t  b a l a n c e .  T h e  f a r m i n g  o f  s a l m o n  c a n  u p s e t  t h i s  b a l a n c e .  

I t  is i m p o r t a n t  t o  r e m e m b e r  t h a t  L i m i t e d  E n t r y  w a s  i n s t i t u t e d  t o  

c o n t r o l  e x c e s s  e f f o r t  a n d  g i v e  a s s u r a n c e s  t o  f i s h e r m a n  t h a t  a 

r e a s o n a b l e  l i v e l i h o o d  c o u l d  b e  o b t a i n e d .  T h e  S t a t e  a l s o  i n v e s t e d  

h e a v i l y  i n  t h i s  p r o c e s s  b y  m a k i n g  S t a t e  l o a n s  a v a i l a b l e  a n d  b y  

i n s t i t u t i n g  a d d i t i o n a l  p r o g r a m s  w h i c h  w o u l d  b e n e f i t  l i m i t e d  E n t r y  

p a r t i c i p a n t s  a n d  t h e  s e a f o o d  i n d u s t r y .  S u c h  b a s i c  a s s u r a n c e s  

e n c o u r a g e d  m a n y  A l a s k a n s  t o  i n v e s t  t h e i r  l i v e s  a n d  w e a l t h  in  t h i s  

n e w l y  s t a b i l i z e d  i n d u s t r y .  I f  t h e  S t a t e  n o w  d e c i d e s  t o  a l l o w  p e n  

r e a r i n g  o f  s a l m o n ,  w h i c h  c o m p e t e s  d i r e c t l y  w i t h  L i m i t e d  E n t r y

f i s h e r m a n ,  i t  w i l l  h a v e  b r o k e n  i t s  t r u s t  with' t h e  e x i s t i n g

i n d u s t r y .  A d d i t i o n a l l y ,  s a l m o n  e n h a n c e m e n t  w a s  c o n c e i v e d  a n d

d e v e l o p e d  i n  A l a s k a  t h r o u g h  a l e g i s l a t i v e  p r o c e s s ,  t h e  m a i n

i n t e n t  o f  w h i c h  w a s  t o  e x c l u d e  " p r i v a t e - f o r - p r o f i t "  s a l m o n  

f a r m i n g  o r  r a n c h i n g .  T h e  A l a s k a  L e g i s l a t u r e  u n d e r s t o o d  a t  t h a t  

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

c u l t u r e  c n  a  h e a l t h y  c o m m e r c i a l  f i s h i n g  i n d u s t r y .  T h o s e  

l e g i s l a t o r s  u n d e r s t o o d  t h a t  s a l m o n  c u l t u r e  w a s  c a p i t a l  i n t e n s i v e  

a n d  w o u l d  l i k e l y  b e  d o m i n a t e d  b y  o u t - o f - S t a t e  e x t r a c t i v e  

i n v e s t m e n t  u n l e s s  r e g u l a t e d  t o  e n s u r e  t h a t  c o n t r o l  a n d  b e n e f i t s  

r e m a i n e d  i n  A l a s k a .
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OVERSELLING THE ECONOMIC BENEFITS OF SALMON PEN REARING

P r o p o n e n t s  o f  p e n  r e a r i n g  s a l m o n  l i k e  t o  c l a i m  t h a t  t h e y  w i l l  b e  

a b l e  t o  p r o d u c e  1 , 9 0 0  j o b s .  J u s t  h o w  m a n y  o f  t h e s e  w i l l  b e  h e l d  

b y  A l a s k a n s ?  A  r e c e n t  T . V .  d o c u m e n t a r y  p r o m o t i n g  t h e  s a l m o n  

f a r m i n g  i n d u s t r y  m a d e  a s a d ,  u n i n t e n d e d  j o k e  o f  t h i s  c l a i m ,  

s t a t i n g  t h a t  c n  t h e  l a r g e  f i s h  f a r m s  o n  t h e  S u n s h i n e  C o a s t  in 

B r i t i s h  C o l u m b i a  y o u  n e e d  t o  s p e a k  N o r w e g i a n  t o  g e t  by . W e  

s t r o n g l y  c o n t e n d  t h a t  t h i s  n e w  i n d u s t r y  w i l l  n o t  c r e a t e  1 , 9 0 0  n e w  

j o b s .  O n  t h e  c o n t r a r y ,  it m a y  w e l l  d i s p l a c e  t h a t  m a n y  a n d  m o r e  

e x i s t i n g  j o b s  i n  t h e  s e a f o o d  i n d u s t r y  a n d  i t s ’ s u p p o r t i n g  

i n d u s t r i e s  ( s h i p w r i g h t s ,  f u e l  a n d  f o o d  s u p p l i e r s ,  e t c . ) .

T h e  S o u t h e a s t  t r o l l  f i s h e r y  h a s  t h e  h i g h e s t  r e s i d e n c y  r a t e  o f  a n y  

f i s h e r y  in  t h e  s t a t e .  F u l l y  85  p e r c e n t  o f  o u r  f i s h e r m e n  l i v e  h e r e  

in  A l a s k a .  L a s t  y e a r  t h i s  r e p r e s e n t e d  n e a r l y  3 , 5 0 0  f i s h e r m a n  a n d  

c r e w  m e m b e r s .  U s i n g  a  s t a n d a r d  2 . 2  e m p l o y m e n t  m u l t i p l i e r  f o r  

S o u t h e a s t  i n d i c a t e s  t h a t  t h e  t r o l l  f i s h e r y  a l o n e  m a y  g e n e r a t e  a 

t o t a l  e m p l o y m e n t  o f  7 , 7 0 0  f i s h i n g ,  p r o c e s s i n g  a n d  s u p p o r t  

i n d u s t r y  j o b s ,  a l l  o f  w h i c h  a r e  in s o m e  d e g r e e  o f  j e o p a r d y  f r o m  

p e n  r e a r i n g .  M a n y  t r o l l e r s  a r e  b a r e l y  m a k i n g  it n o w .  F u r t h e r ,  

p r i c e  s l u m p s  w i l l  p l a c e  e v e n  m o r e  f i s h e r m e n  i n  t h e  m a r g i n a l  

c a t e g o r y ,  f o r c i n g  m a n y  t o  s e e k  s c a r c e  w i n t e r  e m p l o y m e n t  o n  s h o r e ,  

a n d  o t h e r s  t o  q u i t  e n t i r e l y .  T o  t h e  e x t e n t  t h a t  A l a s k a  b a s e d  p e n  

r e a r i n g  h u r t s  A l a s k a n  f i s h e r m e n ,  a n d  i t  w i l l ,  w e  a r e  t a l k i n g  

a b o u t  d i s p l a c i n g  e x i s t i n g  i n v e s t m e n t  w i t h  n e w  i n v e s t m e n t  a n d  n e w



p e o p l e .  A s  r e s i d e n t s  o f  A l a s k a ,  w e  w a n t  t o  s e e  m o r e  j o b s  a n d  

m o r e  e c o n o m i c  s t a b i l i t y  i n  o u r  c o m m u n i t i e s  f o r  t h e  p e o p l e  t h a t  

l i v e  h e r e  n o w .  T h e  f o l l o w i n g  a n a l o g y  e x e m p l i f i e s  o u r  d i l e m m a .  

T h e  C h a m b e r  o f  C o m m e r c e  is a l w a y s  a  s t r o n g  l o c a l  p r o p o n e n t  o f  

d e v e l o p m e n t .  T h a t  is, u n t i l  a  F r e d  M e y e r s ,  S a f e w a y ,  o r  

M c D o n a l d s ’ w a n t s  t o  c o m e  t o  t o w n .  W e  a l l  k n o w  t h a t  t h i s  is

b e c a u s e  t h e  C h a m b e r  i s  m a d e  u p  o f  l o c a l l y - o w n e d  s m a l l  r e s t a u r a n t ,  

g r o c e r y  a n d  s h o p  o w n e r s  w h o  w a n t  s o m e  d e v e l o p m e n t ,  b u t  n o 4" " t h a t  

k i n d "  o f  d e v e l o p m e n t .  T h e y  k n o w  f r o m  p a i n f u l  e x p e r i e n c e  t h a t  s u c h  

n e w  d e v e l o p m e n t  o f t e n  s i m p l y  d i s p l a c e s  e x i s t i n g  i n d u s t r y  o w n e d  

a n d  r u n  b y  l o c a l  p e o p l e .  T h a t  is t h e  t h r e a t  o u r  f i s h e r m e n  - y o u r  

n e i g h b o r s  - s e e  a n d  f e e l .

P e n - r e a r i n g  i s  t h e  l a t e s t  e c o n o m i c  " b u z z  w o r d " . I t s  l o g i c a l

c o n c l u s i o n  is m a r k e t  s a t u r a t i o n  a n d  a n  e c o n o m i c  s h a k e - o u t .

A l a s k a ’s l a t e  l e a p  o n t o  t h e  b a n d w a g o n  - w h i c h  w i l l  r u n  o u t  o f  g a s  

a b o u t  t h e  t i m e  o u r  p r o d u c t i o n  r e a c h e s  m a r k e t  s i z e  - m e a n s  m o r e  

e c o n o m i c  i n s t a b i l i t y  in c o m m u n i t i e s  w h i c h  h a v e  s u f f e r e d  e n o u g h

f r o m  t h e  b o o m / b u s t  e c o n o m y  w h i c h  h a s  c h a r a c t e r i z e d  A l a s k a .  T h e  

h y p e  o v e r  s a l m o n  f a r m s  r e m i n d s  m e  o f  a  s i m i l a r ,  t h o u g h  n o t  s o  

g l o b a l ,  " n e w  o p p o " t u n i t y "  in- t h e  e a r l y  1 9 7 0 ’s. R e m e m b e r  " w o r m  

f a r m s " ?  S p o r t s f i s h e r m e n  s u r e l y  w a n t e d  w o r m s  a n d  t h e  w o r m  c a s t s

m a d e  a w o n d e r f u l  p l a n t  m i x .  T h e  o n l y  p r o b l e m  w a s  m a r k e t

s a t u r a t i o n .  T o w a r d  t h e  e n d  o f  t h a t  l i t t l e  b o o m ,  t h e  o n l y  r e a l  

m o n e y  i n  w o r m s  w a s  i n  s e l l i n g  t h e  t e c h n o l o g y  a n d  e q u i p m e n t  t o  

" n e w  f a r m e r s " !  I s n ’t i t  i n t e r e s t i n g  t h a t  N o r w a y  h a s  c u r t a i l e d

d e v e l o p i n g  n e w  s a l m o n  f a r m s ,  b u t  is v e r y  h o t  o n  e x p o r t i n g  i t s
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t e c h n o l o g y ,  f r y  a n d  p e n s  t o  " n e w  f a r m e r s "  w o r l d w i d e ?  T h e y  s e e  

t h e  s h a k e - o u t  c o m i n g .  W e ’d b e s t  h a v e  o u r  e y e s  o p e n  t o o !  T h i s  

i s n ’t j u s t  m y  o p i n i o n  a n d  a d v i c e ,  a s  I ’m  r e p e a t i n g  s e n t i m e n t s

w h i c h  a r e  i n c r e a s i n g l y  b e i n g  e x p r e s s e d  i n  t h e  i n t e r n a t i o n a l

a q u a c u l t u r e  i n d u s t r y  p r e s s ,  m o s t  n o t a b l y  F I S H  F A R M I N G  

I N T E R N A T I O N A L .

S a l m o n  f a r m i n g  is c a p i t a l  i n t e n s i v e  r a t h e r  t h a n  l a b o r  i n t e n s i v e .  

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

o f  t h e  s t a r t  u p  d o l l a r s ,  a n d  t h e y  w i l l  e x p e c t  t h e  e a r n i n g s  to  

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

M e y e r s  o r  S a f e w a y .  T h o s e  p r o f i t s  w o n ' t  b e  r e t a i n e d  ir. t h e  l o c a l  

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

t h e  q u i c k  i n i t i a l  p r o f i t s  a n d  s e l l  o u t  o r  j u s t  q u i t  b u s i n e s s  f o r  

t a x  l o s s e s  w h i c h  o f f s e t  o t h e r  c o r p o r a t e  g a i n s .  T h i s  is n o t  j u s t  

h y p e .

C e r t a i n l y ,  w i s e  f o r e i g n  i n v e s t m e n t  i n  A l a s k a  is n e e d e d .  W e  n e e d  

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

f o r m  o f  j o i n t  v e n t u r e s  w i t h  A l a s k a n s ,  n o t  j u s t  a  l i c e n s e  t o  s t e a l  

f r o m  o u r  r e s o u r c e  b a s e .  U n f o r t u n a t e l y ,  t h i s  b i l l  d o e s  n o t  a d d r e s s  

t h e  i s s u e  o f  c o n t r o l l i n g  t h e  f o r m  a n d  r a t e  o f  g r o w t h  o f  t h i s  

p r o p o s e d  n e w  i n d u s t r y  t o  e n s u r e  t h a t  A l a s k a n s  a r e  t h e  p r i m a r y  

b e n e f i c i a r i e s  ( n o r  h a s  t h e  A l a s k a  M a r i c u l t u r e  A s s o c i a t i o n  p u t

f o r t h  a n y  p r o p o s a l s  i n  t h i s  r e g a r d ) .  B e c a u s e  o f  t h e  s t a r t - u p  a n d

o p e r a t i n g  c o s t s  i n v o l v e d ,  " M a  &  P a "  t y p e  A l a s k a n  o p e r a t i o n s  w i l l  

h a v e  a  d i f f i c u l t  t i m e  e v e n  " g e t t i n g  t h e i r  f o o t  i n  t h e  d o o r " ,  a n d  

it  is  e v e n  m o r e  d o u b t f u l  t h a t  a n y  w h o  d i d  g e t  s t a r t e d  c o u l d  s t a y
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a f l o a t  i f  h i t  w i t h  a  d i s e a s e  o u t b r e a k  o r  a  d o w n  t u r n  i n  t h e  

m a r k e t  w h i c h  a l l  e x p e r t s  p r o j e c t  w i t h i n  t h e  n e x t  3 - 5  y e a r s .  

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

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

s a l m o n  f a r m i n g  o p e r a t i o n s .  W e  s e e  p i c t u r e s  o f  t h e  o l d  w o r l d  c h a r m  

o f  N o r w a y  w i t h  a  n e a t ,  t r i m  l i t t l e  s a l m o n  f a r m  i n  t h e  f o r e g r o u n d .  

W h a t  y o u ,  a s  L e g i s l a t o r s ,  a r e n ’t b e i n g  t o i d  i s  t h a t  t h e  

N o r w e g i a n s  w e r e  o n l y  a b l e  t o  a c c o m p l i s h  t h a t  t h r o u g h  s t r i c t  

c o n t r o l s  o n  t h e  s i z e  o f  f a r m s ,  e s t a b l i s h m e n t  o f  q u a s i - p u b l i c  

m a r k e t i n g  a g e n c i e s  t o  e n s u r e  s a l e s  s t a b i l i t y  a n d  f a i r  t r e a t m e n t  

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

n u m b e r  o f  e n t r a n t s ,  e t c .  - i n  s u m ,  s t r o n g  c e n t r a l  c o n t r o l  o v e r  

t h e  m a g n i t u d e ,  l o c a t i o n  a n d  c o n d u c t  o f  d e v e l o p m e n t .  N o b o d y  is 

e v e n  t a l k i n g  a b o u t  t h o s e  k i n d s  o f  c o n t r o l s  h e r e .  S o ,  w h a t  w i l l  

o u r  d e v e l o p m e n t  r e a l l y  l o o k  l i k e ? .  O d d s  a r e  i t  w i l l  t a k e  t h e  f o r m  

o f  l a r g e  c o r p o r a t e '  f a r m s  w i t h  m i n i m a l  l a b o r  i n p u t s .  W h e r e v e r  

p o s s i b l e  t h e s e  w i l l  b e  l o c a t e d  o u t s i d e  e x i s t i n g  c i t i e s  o r  

v i l l a g e s  t o  a v o i d  l o c a l  t a x e s .  M a n a g e r i a l  p e r s o n n e l  w i l l  b e  

l a r g e l y  n o n - A l a s k a n .  T h i s  is h a r d l y  a  v i e w  t o  g l a d d e n  t h e  h e a r t s  

o f  t h o s e  w h o  s e e  s a l m o n  f a r m i n g  a s  a  m e a n s  t o  a l l e v i a t e  r u r a l  

p o; ,ST't,v in A l a s k a ,  b u t  i t  is a c c u r a t e .  J u s t  l o o k  a t  w h a t  h a s  

h a p p e n e d  in B . C .

It w o u l d  b e  i n t e r e s t i n g  t o  k n o w  i f  S e a l a s k a ,  o n e  o f  t h e  m a i n  

p r o m o t e r s  o f  t h i s  n e w  i n d u s t r y ,  p l a n s  t o  i n v e s t  i t ’s o w n  c a p i t a l ,  

o r  is  i t  l o o k i n g  f o r  f o r e i g n  i n v e s t m e n t  c a p i t a l ?
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S U M M A R Y

I t ’s t r u e  t h a t  m a n y  o f  t h e  a f o r e m e n t i o n e d  i m p a c t s  w i l l  o c c u r

w h e t h e r  o r  n o t  A l a s k a  a l l o w s  t h e  f a r m i n g  o f  s a l m o n .  W e  c a n  d o

l i t t l e  m o r e  t h a n  p r e p a r e  f o r  t h e  g l u t  o f  h i g h  p r i c e d  f i s h  b y

a s s u r i n g  o u r  q u a l i t y  s t a n d a r d s  a n d  s t r o n g l y  p r o m o t i n g  t h e  m a r k e t  

v i r t u e s  o f  " W i l d  A l a s k a n  F r e s h  A n d  F r e s h - F r o z e n  S a l m o n . "

T h e  o n l y  r e a l  j u s t i f i c a t i o n  f o r  p e r m i t t i n g  t h e  p e n  r e a r i n g  o f

s a l m o n  in A l a s k a  is t o  p r o d u c e  b e n e f i t s  f o r  r e s i d e n t s  o f  t h e

S t a t e .  W e  n e e d  t o  k n o w  i n  w h a t  m a n n e r  a n d  u n d e r  w h a t  c o n d i t i o n s  

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

o u t w e i g h  t h e  s o c i a l  a n d  e c o n o m i c  c o s t s  o f  i n t r o d u c i n g  t h e  n e w  

i n d u s t r y .  T h e  o n l y  a n s w e r  w h i c h  m a k e  s e n s e  t o  us, is o n e  w h i c h  

c o m p l i m e n t s  t h e  e x i s t i n g  i n d u s t r y  r a t h e r  t h a n  b r i n g i n g  i n  n e w

p e o p l e  t o  c o m p e t e  w i t h  t h e  e x i s t i n g  s e a f o o d  i n d u s t r y .  

U n f o r t u n a t e l y ,  t h e  a d v o c a t e s  o f  p e n  r e a r i n g  h a v e  n o t  p r o v i d e d  u s  

w i t h  s u c h  a  s o l u t i o n ,  a n d  f a i l i n g  t h a t ,  w e  d o n ’t s e e  a n y  g o o d  

r e a s o n  w h y  t h e  S t a t e  o f  A l a s k a  s h o u l d  a c t i v e l y  c o n t r i b u t e  t o  

a g g r a v a t i n g  d i f f i c u l t i e s  f o r  i t s  o w n  i n d u s t r y  V y  p e r m i t t i n g  a n d  

p r o m o t i n g  p e n  r e a r i n g  o f  s a l m o n  h e r e .

I f  e n t r e p r e n e u r s  w a n t  t o  d e v e l o p  n e w  a q u a c u l t u r e  o p p o r t u n i t i e s  

w h i c h  d o  n o t  n e g a t i v e l y  i m p a c t  o u r  e x i s t i n g  i n d u s t r i a l  b a s e ,  

t h a t ’s g r e a t .  I n d e e d ,  w e  t h i n k  t h e r e  a r e  m a n y  o p p o r t u n i t i e s  f o r  

A l a s k a  t o  g e t  a h e a d  o f  t h e  c o m p e t i t i o n  i n  n e w  a q u a c u l t u r e

t e c h n o l o g i e s .  T h e r e  is  a l r e a d y  i n t e r e s t i n g  w o r k  g o i n g  o n  w i t h  

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

A l a s k a  c r a b  s p e c i e s .  T h e s e ,  a n d  a  h o s t  o f  o t h e r  o p p o r t u n i t i e s  a r e  

w h a t  y o u  s h o u l d  b e  e n c o u r a g i n g .  H o w e v e r ,  w e  a s k  y o u  t o  s a y  n o  to 

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

S t a t e  i n  a  p o s i t i o n  o f  h a v i n g  t o  c o p e  w i t h  t h e  e c o n o m i c

i n s t a b i l i t y  o f  a  n e w  i n d u s t r y  w h i c h  is  n e a r i n g  a  m a j o r  s h a k e - o u t  

w o r l d w i d e .

I w o u l d  l i k e  t o  c l o s e  m y  t e s t i m o n y  w i t h  t h e s e  t h o u g h t s  f r o m  a n  

a r t i c l e  i n  t h e  J a n u a r y ,  1 9 8 7  i s s u e  (p g . 5) o f  S E A F O O D

I N T E R N A T I O N A L  h e a d l i n e d  " S a l m o n  P r i c e s  F a l l  A s  S u p p l y  F o r e c a s t s  

R i s e " :

" S a l m o n  p r i c e s  a r e  f a l l i n g ,  a n d  t h e  I r i s h  S e a  F i s h e r i e s  

B o a r d  ( B I M )  is p r e d i c t i n g  t h e y  w i l l  c o n t i n u e  t o  d o  s o  

o v e r  t h e  n e x t  f i v e  y e a r s .  B I M  c o m m i s s i o n e d  a  s t u d y  t o  

e x a m i n e  t h e  p o t e n t i a l  s u p p l y  a n d  d e m a n d  s i t u a t i o n  f o r  

f a r m e d  A t l a n t i c  s a l m o n  i n  t h e  n e x t  d e c a d e ,  a n d  t h e  

e f f e c t s  o f  i n c r e a s e d  p r o d u c t i o n  l e v e l s  o n  p r i c e s .  U s i n g  

i n f o r m a t i o n  b a s e d  o n  t h e  N o r w e g i a n ,  S c o t t i s h  a n d  I r i s h  

s a l m o n  f a r m i n g  i n d u s t r i e s ,  B I M  c o n c l u d e s  t h a t  a d h e r e n c e  

t o  s t r i c t  q u a l i t y  s t a n d a r d s  a n d  e f f i c i e n c y  i n  p r o d u c t i o n ,  

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

a n c e ;  b u t  p r i c e s  w i l l  s t i l l  f a l l .  ( S ) o m e  e x p e r t s  w e r e  

f o r e c a s t i n g ... s a l m o n  p r i c e s . . . o n  a  p a r  w i t h  c o d .  T h e  l a s t  

t w o  m o n t h s  o f  1 9 8 6  c e r t a i n l y  s a w  a  d r o p  i n  p r i c e  l e v e l s  

( i n  E u r o p e ) . I n  t h e  U S A  p l e n t i f u l  s u p p l i e s  a l s o  p u s h e d  

p r i c e s  d o w n ,  a n d  t h i s  is e x p e c t e d  t o  c o n t i n u e .  M e a n w h i l e ,
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i n  a l l  c o u n t r i e s ,  p r o d u c t i o n  f o r e c a s t s  a r e  u p  f o r  t h i s  

y e a r .  F u t u r e  e m p h a s i s  is l i k e l y  t o  b e  o n  f r o z e n  f i l l e t s ,  

p o r t i o n s ,  b l o c k s  a n d  p r e p a r e d  i t e m s ,  w i t h  m e r c h a n d i s i n g  

a i m e d  a t  c o n v i n c i n g  t h e  c o n s u m e r  t h a t  e a c h  c o u n t r y ' s  

s a l m o n  is t h e  b e s t . "

19



P.O. Box 020704 

Juneau, A K  99802-0704 

(907J-5fiHi82

M a r i c u l t u r e  D e v e l o p m e n t  a n d  A l a s k a  P r o c e s s o r s

A l a s k a  h a s  s o m e  o f  t h e  w o r l d ' s  l a r g e s t  s e a f o o d  p r o c e s s i n g  c a p a c i t i e s , 

b u t  m o s t  o f  t h e s e  p l a n t s  r e m a i n  i d l e  o r  u n d e r - u t i l i z e d  f o r  m u c h  o f  

t h e  y e a r .  M a r i c u l t u r e  o f f e r s  c h e  o p p o r t u n i t y  t o  u t i l i z e  t h e s e  p l a n t s  

o n  a  y e a r - r o u n d  b a s i s ,  l o w e r i n g  o v e r h e a d  c o s t s ,  p r o v i d i n g  m o r e  s t a b l e  

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

m a r k e t s  s e e k i n g  c o n t i n u a l  s u p p l i e s  o f  f r e s h  s e a f o o d .

C u l t i v a t i o n  o f  s h e l l f i s h - - o y s t e r s , m u s s e l s ,  s c a l l o p s — o f f e r  t h e  

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

s a l m o n  f a r m i n g  c a n  p r o v i d e  a  f l o w  o f  f r e s h  p r o d u c t  d u r i . g t h e  

o f f - s e a s o n  f o r  c o m m e r c i a l  f i s h i n g .  T h e  y e a r - r o u n d  n a t u r e  if 
m a r i c u l t u r e  a l s o  w i l l  h e l p  i m p r o v e  t r a n s p o r t a t i o n  service', a n d  l o w e r  

t h e  c o s t  o f  m o v i n g  p r o d u c t  t o  t h e  m a r k e t p l a c e .

M a r i c u l t u r e  a l s o  w i l l  p r o v i d e  a  g o o d  m a r k e t  f o r  f i s h  f o o d  m a d e  f r o m  

t h e  w a s t e  g e n e r a t e d  a t  p r o c e s s i n g  p l a n t s .

T h e  c o m p l e m e n t a r y  n a t u r e  o f  m a r i c u l t u r e  t o  c o m m e r c i a l  s e a f o o d  

p r o d u c t i o n  i s  a p p a r e n t  i n  B r i t i s h  C o l u m b i a  w h e r e  p r o c e s s o r s  r e p o r t  a n  

i n c r e a s i n g  f l o w  o f  f a r m e d  s a l m o n  i n t o  e x i s t i n g  p r o c e s s i n g  f a c i l i t i e s .  

A  r e c e n t  r e p o r t  p r e p a r e d  f o r  t h e  B . C .  g o v e r n m e n t  s a i d  t h e  B . C .  

F i s h e r i e s  C o u n c i l  w h i c h  r e p r e s e n t  m a j o r  f i s h  p r o c e s s o r s  i n  t h e  

p r o v i n c e  " r e p o r t e d  t h a t  a  t r e n d  w a s  b e g i n n i n g  w h e r e b y  m a n y  p r o c e s s i n g  

c o m p a n i e s  w e r e  j o i n t  v e n t u r i n g  w i t h  f i s h  f a r m s  t o  m a r k e t  t h e i r  

p r o d u c t ,  t h e r e b y  u s i n g  t h e  e x c e s s  c a p a c i t y  o f  e x i s t i n g  p l a n t s .  

G o v e r n m e n t  s o u r c e s  i n d i c a t e d  t h a t  o v e r  5 0  p e r c e n t  of f a r m  s a l m o n  h a d  

r e c e n t l y  b e e n  c o n t r a c t e d  f o r  p r o c e s s i n g  b y  t h e  m a j o r  u n i o n i z e d  

c o m p a n i e s ."

A  r e c e n t  a r t i c l e  in t h e  m a g a z i n e  C a n a d i a n  A q u a c u l t u r e  p o i n t s  t o  a 

g r o w i n g  i n t e r e s t  a m o n g  p r o c e s s o r s  i n  f i s h  f a r m i n g .  "I t h i n k  s a l m o n  

f a r m i n g  c o u l d  b e  t h e  b i g g e s t  t h i n g  i n  t h e  s e a f o o d  i n d u s t r y , "  s a i d  

H a r r y  G u e n t h e r  o f  J .S .  M c M i l l a n  F i s h e r i e s .  G u e n t h e r  s a i d  t h e  c o m p a n y  

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

f i s h  f r o m  t h e  f a r m  s i t e s ,  a n d  p r o v i d e  p r o c e s s i n g  a n d  m a r k e t i n g  

s e r v i c e s .

" R i g h t  n o w  w e  :a l l  h a v e  u n d e r u t i l i z e d  p r o d u c t i o n  c a p a c i t y , "  G u e n t h e r  

s a i d .  " F i s h  f a r m i n g  m e a n s  t h e s e  a s s e t s  c a n  b e  o p e r a t e d  1 2  m o n t h s  a 
y e a r . "

(o v e r )



B . C .  P a c k e r s ,  t h e  l a r g e s t  p r o c e s s o r  i n  t h e  p r o v i n c e ,  a l s o  i s  

p r o c e s s i n g  a n d  m a r k e t i n g  f a r m e d  s a l m o n .  E x p l a i n s  c o m p a n y  o f f i c e r  

V a n c e  L i p o v s k y :  " B . C .  P a c k e r s  i s  i n  t h e  b u s i n e s s  o f  s e l l i n g  f i s h .

I t ' s  n o t  i m p o r t a n t  w h e t h e r  i t  c o m e s  o f f  a  b o a t  o r  f r o m  a f a r m  a s  l o n g  

a s  i t ' s  o f  h i g h  q u a l i t y , "

A n o t h e r  e x a m p l e  o f  t h e  c o m p a t i b i l i t y  o f  f i s h  faJfcir^g a n d  s e a f o o d  

p r o c e s s i n g  c o m e s  f r o m  t h e  e a s t  c o a s t  o f  C a n a d a  w h e r e  C o n n o r s  B r o t h e r s  

L i m i t e d  h a s  e x p a n d e d  i n t o  s a l m o n  f a r m i n g .  " W e ' v e  t a k e n  a n  i d l e  f i s h  

p l a n t  a n d  t u r n e d  i t  i n t o  a h a t c h e r y  a n d  f e e d  p l a n t , "  s a i d  a  C o n n o r  

B r o t h e r s  s p o k e s m a n .  " A q u a c u l t u r e  a l l o w s  u s  t o  k e e p  e m p l o y e e s  w e  m i g h t  

o t h e r w i s e  h a v e  t o  l a y  o f f  a n d  p r o v i d e s  a d d i t i o n a l  e m p l o y m e n t  

o p p o r t u n i t i e s  a s  w e l l . "

T h e  P r i n c e  R u p e r t  F i s h e r m e n ' s  C o o p e r a t i v e ,  B . C . ' s  s e c o n d  l a r g e s t  

p r o c e s s i n g  c o m p a n y ,  p r o v i d e s  a  c l e a r  e x a m p l e  o f  t h e  o p p o r t u n i t i e s  f o r  

b o t h  p r o c e s s o r s  a n d  f i s h e r m e n .  T h e  H o u s e  R e s e a r c h  A g e n c y  r e p o r t s  t h a t  

g r o u p s  o f  s i x  t o  e i g h t  f i s h e r m e n  a r e  f o r m i n g  p a r t n e r s h i p s  w i t h  l o c a l  

e n t r e p e n u e r s  t o  f i n a n c e  a n d  o p e r a t e  s a l m o n  f a r m s .  C o o p e r a t i v e  m e m b e r s  

h a v e  1 0 - 2 0  f a r m s  u n d e r  d e v e l o p m e n t .  T h e  c o o p  o p e r a t e s  h a t c h e r i e s  a n d  

a  f e e d  m i l l  t o  s e r v i c e  f a r m s  o  m e m b e r s  a n d  t o  s e l l  s u r p l u s  

p r o d u c t i o n  t o  o t h e r s .  T h e  c o o p e r a t i v e  p r o c e s s e s  a n d  m a r k e t s  t h e  w i l d  

a n d  f a r m e d  p r o d u c t i o n  o f  i t s  m e m b e r s .  T h e s e  f i s h e r m e n  a l s o  a r e  

e x p e r i m e n t i n g  w i t h  o y s t e r  a n d  m u s s e l  f a r m i n g .

I n  e x p l a i n i n g  h i s  s u p p o r t  f o r  m a r i c u l t u r e  d e v e l o p m e n t ,  o n e  S o u t h e a s t  

A l a s k a  p r o c e s s o r  r e c e n t l y  t o l d  t h e  A l a s k a  M a r i c u l t u r e  A s s o c i a t i o n  

t h a t  h e  w a n t s  t o  o p e r a t e  h i s  p l a n t ,  r e t a i n  hir. l o c a l  w o r k  f o r c e  a n d  

s u p p l y  c u s t o m e r s  s e e k i n g  f r e s h  f i s h  o n  a  y e a r - r o u n d  b a s i s .  D e s p i t e  

h i s  e f f o r t s  t o  b u y  a l l  t h e  t r o l l  s a l m o n  a v a i l a b l e  d u r i n g  t h e  w i n t e r  

f i s h e r y ,  h e  w a s  a b l e  to p u r c h a s e  o n l y  5 0 0  p o u n d s  o f  p r o d u c t  t h e  

p r e v i o u s  w e e k .  N a t u r a l l y ,  t h e  w o r k e r  w e r e  s e n t  h o m e ,  t h e  p l a n t  s a t  

i d l e  a n d  t h e  c u s t o m e r s  b o u g h t  f i s h  e l s e w h e r e .
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S U B J E C T : C S  H B  1 0 8  (L & C)

T O : R e g. D a v e  D o n l e v

F R O M : (Ed H e i n ,

E n c l o s e d  i s  t h e  d r a f t  C S  y o u  r e q u e s t e d  o n  a q u a t i c  

f a r m i n g .  A p p a r e n t l y  i n  o r d e r  t o  o p e r a t e  o r  c o n s t r u c t  a n  a q u a t i c  f a r m  

o r  r e l a t e d  h a t c h e r y ,  a t i d e l a n d s  s i t e - u s e ,  p e r m i t  i s  r e q u i r e d  f r o m  D N R ,  

I n  m y  o p i n i o n ,  t h e  l e g i s l a t u r e  m a y  c o n s t i t u t i o n a l l y  l i m i t  p e r m i t s  f o r  

t h e  u s e  o f  s t a t e  l a n d  a s  a n  a q u a t i c  f a r m  t o  r e s i d e n t s  a n d  c o r p o r a t i o n s  

l i c e n s e d  t o  d o  b u s i n e s s  i n  t h e  s t a t e .  B e c a u s e  o f  t h e  t i m e  c o n s t r a i n t s ,  

I h a v e  n o t  b e e n  a b l e  t o  r e s e a r c h  t h i s  q u e s t i o n  m o r e  t h o r o u g h l y ,  — -
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V I  a r i c u l t u r e

s s o c i a t i o n

i . .

P.O. Box 020704 

Juneau, A K  99802-0704 

(907) 586=2082

C o s t s  o f  E n t e r i n g  SaJ.mon F a r m i n g  v s .  F i s h i n g

O n e  o f  t h e  i s s u e s  r a i s e d  d u r i n g  d i s c u s s i o n s  o f  m a r i c u l t u r e  

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

M a r i c u l t u r e  A s s o c i a t i o n  ( AM A ) b e l i e v e s  t h e  c o s t s  o f  e s t a b l i s h i n g  a 

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

A n  e c o n o m i c  f e a s i b i l i t y  s t u d y  o f  s a l m o n  f a r m i n g  p r e p a r e d  f o r  a n  

A l a s k a  c o r p o r a t i o n  e s t i m a t e d  t h e  i n i t i a l  c a p i t a l  a n d  o p e r a t i n g  c o s t s  

o f  e s t a b l i s h i n g  a s m a l l  ( 1 1 0 , 0 0 0  p o u n d s  a n n u a l  p r o d u c t i o n )  a t  

$ 2 4 3 , 0 0 0 .  T h e  s t u d y  e s t i m a t e d  t h e  i n i t i a l  c o s t  o f  a l a r g e r  f a r m  

( 4 4 0 , 0 0 0 )  a t  $ 8 9 6 , 0 0 0 .

A c c o r d i n g  t o  t h e  f i s h e r i e s  c o n s u l t i n g  f i r m  o f  G a r n e r  a n d  W i l l i a m s ,  

f o l l o w i n g  a r e  t y p i c a l  i n i t i a l  c o s t s  o f  e n t e r i n g  t h e  B r i s t o l  B a y  

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

E s t i m a t e d  C o s t s  o f  E n t e r i n g  t h e  B r i s t o l  B a y  D r i f t  S a l m o n  F i s h e r y

V e s s e l ,  e l e c t r o n i c s ,  g e a r  

P e r m i t
I n s u r a n c e  ( 4%  o f  v e s s e l  c o s t )

G r o c e r i e s

F u e l
T r a n s p o r t a t i o n / m i s c e l l a n e o u s  

T O T A L

$ 1 2 0 ,0 0 0 -2 0 0 ,0 0 0  
1 3 0 , 0 0 0

4 , 8 0 0 - 8 , 0 0 0

2 ,0 0 0
2 ,0 0 0
5 , 0 0 0 ____________

$ 2 6 3 , 8 0 0 - 3 4 7 , 0 0 0

T h e  c o s t  o f  e n t e r i n g  t h e  B r i s t o l  B a y  s a l m o n  f i s h e r y  s h o u l d  b e  

c o n s i d e r e d  a m i d - r a n g e  f i s h i n g  i n v e s t m e n t .  T h e  f o l l o w i n g  e x a m p l e s  o f  

c a p i t a l  c o s t s  t a k e n  f r o m  t h e  c l a s s i f i e d  a d s  s h o w  a w i d e r  r a n g e  o n  

e n t r y  c o s t s .  T h e  v e s s e l  c o s t s  a r e  f o r  u s e d  b o a t s .

V e s s e l / G e a r / P e r m i t  C o s t s  f o r  S o m e  A l a s k a  F i s h e r i e s

P o w e r  t r o l l e r  (44' w o o d e n )  w i t h  p e r m i t  $ 8 7

P r i n c e  W i l l i a m  S o u n d  g i l l n e t  ( 2 8 ' )  w / p e r m i t  1 1 0

C o o k  I n l e t  s a l m o n  s e i n e  (36' f i b e r g l a s s )  w / p e r m i t  1 5 7

S t e e l  s e i n e  v e s s e l  w / S E  s a l m o n  p e r m i t  2 8 9
w / S E  s a l m o n  & h e r r i n g  p e r m i t s  5 8 9

w / F a l s e  P a s s  s a l m o n  p e r m i t  5 0 0

A K  P e n i n s u l a  d r i f t / l o n g l i n e  ( 4 6 ' )  w / s a l m o n  p e r m i t  5 5 0

66' s t e e l  c r a b b e r / l o n g l i n e r  w / r e f r i g e r a t i o n  3 5 0

53' s t e e l  s e i n e r / c r a b b e r  4 0 0

1 0 8 '  s t e e l  j o i n t  v e n t u r e  d r a g g e r  1 , 9 5 0

,000  
, 000 
, 5 0 0  

, 5 0 0  

, 5 0 0  

,000  
,00 0  
,00 0  
,000  
, 000
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M E M O R A N D U M F e b ru ar y 16, 1987

SUBJECT: Sectional analysis of HB 108, r e l a t i n g  to
aquatic farming

TO: R e pr es en ta ti v e J o h n n y  Ellis

FROM: E d w a r d  H. He in
L e g i s l a t i v e  Counsel

S e c t i o n  1 is a statement of legislative fin di ng s a n d  policy, 
s p e c i f y i n g  the b enefits to the state that a q u a t i c  f a r m i n g  
c o u l d  p r o v i d e  and expressing a state p o l i c y  of e n c o u r a g i n g  
the d e v e l o p m e n t  of aquatic farming.

Sec. 2 e s ta bl i s h e s  a n e w  chapter, AS 08.06, in the busi- 
H n e s s e s  a n d  p r of es si on s title of the A l a s k a  Statutes. AS

03.06.010(a) pr ohibits the co ns truction or o p e r a t i o n  o f  an 
a q u a t i c  farm, or a h a t c he ry  to su pply an a q u a t i c  farm, w i t h­
out a p e r m i t  fr om  the commissioner of c o m m er ce  a n d  e c o n om ic  
dev e lo pm en t.  S ub se ct i on  (b) states w h a t  ac t iv i t i e s  a re a u­
th o r i z e d  u n d e r  a permit. Subsection (c) allows the c o m m i s­
sion e r  to a t t a c h  conditions to a p e rm it  in o r d e r  to protect, 
p u b l i c  h e a l t h  a nd n a t u r a l  aquatic animals a n d  plants. At' 
p a g e  2, line 11, " n a tu ra l” should be c h a ng ed  to "wild".

AS 08 .0 6.020(a) pr ovides for p ermit a p p l i c a t i o n s  forms. S u b­
sec t i o n  (b) r equires a p ermit a p p l i c a t i o n  to i n c l u d e  p e r m i t  
fees a n d  a r e p o r t  o f  a h e a l t h  i ns pe ct i on  c o n d u c t e d  b y  the 
D e p a r t m e n t  of F i s h  a n d  Game w i t h i n  30 days b e f o r e  f i li ng  the 
ap pl ic a t i o n .

A S  08.06.030(a) r equires that a p e r s o n  ha ve  an a c q u i s i t i o n  
p e r m i t  f r o m  the D e p a r t m e n t  of F i s h  a n d  G a m e  in o r d e r  to a c­
qu i r e  w i l d  a q u a t i c  plant s or animals to s u pp ly  a n  a q u a t i c  
farm. S u b s e c t i o n  ( b )  states that a n  a c q u i s i t i o n  p e r m i t  
a u t h o r i z e s  o n l y  those stock s p ec if ie d in a  permit.
S u b s e c t i o n  (c) requ ir es  the comm is si o ne r of f i s h  .and g a m e  to 
s p e c i f y  t h e  e x p i r a t i o n  date o f  perm it s a n d  a l lo ws  the 
c o m m i s s i o n e r  to a t t a c h  conditions to the permit. A  h a r v e s t
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u n d e r  an acquisition p e r m i t  is exempt from limitations 
a pp li ca bl e  to sport, commercial, or subsistence harvests. 
S u bs ec t i o n  (d) directs the commissioner of fish and ga me  to '• 
send a copy of each a c q u i s i t i o n  permit ap plication to the 
c om mi s s i o n e r  o f  commerce a n d  economic development.
S ub se c t i o n  (e) authorizes the commissioner of fish a n d  game 
to de ny  or restrict an a c q u i s i t i o n  permit to p r o te ct  the 
s u s t a i ne d- yi el d m a n a g e m e n t  of a species. T here mus t b e  a 
facthal basis for the d en ia l or restriction. If impairment 
to s us ta i ne d- yi el d m a n a g e m e n t  could no t have b e e n  fo re s ee n ' 
a nd avoided, the c o mm is si o ne r m u s t  explain w h y  in the • *■ 
decision. S ubsection (f) states four alternative conditions 
u nd er  a ny one of w h i c h  the commissioner of fish and game 
m us t issue an a c qu is i ti on  permit. Subsection (g) states 
that pl ants and animals a c q u i r e d  u nd er  a permit become 
pr op er ty  of the p ermit holder. Subsection (h) directs the 
c o m m is si o ne r of fish a n d  ga me  to ma ke  stock a va i lable for 
aquatic farming p u r p o s e s .

AS 08.06.040 prohibits the importation into the state of 
aquatic plants or animals to supply an aquatic far m or 
h a t c h e r y  w i t h o u t  au th or i z a t i o n  fr om  the commissioner of fish 
and game or u nder a B o a r d  of Fisheries regulation. I w o u l d  
r e c o m m e n d  that on page 4, line 13, after 'hatchery" the 
phrase " r e q u ir ed  to ha v e a perm it  under AS 08.06.010," be 
inserted, so that it is clear that this section does not 
apply to all hatcheries.

AS 08.06.050(a) provides that a pri va te  hatc he ry  r e q u i r e d  to 
ha ve  a p ermit u nd er  AS 08.06 m a y  sell or transfer stock only 
to an aquatic farm or h a t c h e r y  that has a permit u n d e r  AS ,
08.06. S ub se c t i o n  (b) req ui re s that the commissioner of c o m­
merc e  and economic d ev el op m en t be not if ie d at least 30 days 
b e f or e st oc k is t r a n sf er re d to or from an aquatic f a r m  or 
hatchery. Subsection (c) requires that the notice r e q u ir ed  
under (b) include a stock h e al t h inspection report. S u b­
section (d) allows the D ep a rt m e n t  of Fish and Game to 
r es tr i c t  or d isapprove a transfer under certain conditions. 
Su bs ec t i o n  (e) prohibits transfers, sales, and purchases of 
A l a s k a  aquatic farm p r o du ct s  unless the products wer e 
p r o d u c e d  u n d e r  a permit. References in this section to 
this chapter" should b e  changed to read "AS 08.06.010"; 

these a ppear at page 4, lines 17, 19, and 21, and at page 5, 
l i n e ' 10.

AS 08 .06.060 p rohibit the relea se  of trout or salm on  fr om  an 
aquatic f a r m  or h a t c h e r y  into state water, unless a u t h o r i z e d  
by the De p ar tm en t of F i s h  a nd Game.
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AS 08.06.070(a) allows the D e p a r t m e n t  of Fi sh  an d G am e  to 
order the quarantine or d e s t r u c t i o n  and  di sp os al  o f  d is ea s e d  
h a t c h e r y  stock or aquatic fa rm  pr od u c t s  i n  or de r to p r o t e c t  
w i l d  stock. Permit holders are r e q u i r e d  to r e po r t disease 
among their stock or aquatic f a r m  products to the d e p a r t­
ment. Subsec ti on  (b) requires p e r m i t  holders to a l l o w  the 

• D e pa rt me nt  o f  Fi sh  and G a m e  to i n s pe c t the farms and 
hatche r ie s during op er at in g h ou rs  w i t h  re as on a b l e  notice. 
S ub se c t i o n  (c) requires the d e p a r t m e n t  to develop a disease 
m a n a g e m e n t  and control program. S u b s e c t i o n  (d) allows the 
depart me nt  to contract for the p e r f o r m a n c e  of its duties • *■ 
und e r  (b) and ( c ) .

AS 08.06.080 authorizes the c o m m i s s i o n e r  of commerce and 
e conomic development to adopt re gu la t i o n s  n e c e s s a r y  for AS
08.06.

AS 08.06.090 makes v i o l a t i o n  of AS 08.06 or regulations 
adopted u nd e r it a class B misdemeanor.

AS 08.06.900 defines terms for AS 08.06.

Sec. 3 requires the c o m mi ss i on er  of n a t u r a l  resources to 
m o n i t o r  aquatic farms and ha tc h e r i e s  that h o l d  permits u nd e r 
AS 08.06.010 for the pr e se nc e o f  p a r a ly ti c  shellfish 
poisoning.

Sec. 4 makes the c en tralized li ce ns i ng  provisions of AS 
08.01 in the Departm en t of C o m m e r c e  and Eco no m ic  D ev el op me nt  
appli ca bl e to aquatic farms a n d  h at c he ri es  under AS 08.06,

*

Sec. 5 prohibits the B oa rd  of F i s h e ri es  f r o m  adopting r e g u­
lations or taking action r e g a r d i n g  a q ua ti c  f a r m  or h a t c h e r y  
permits u nd er  AS 08.06, or to a h a r v e s t  u n d e r  a n  a cq ui s it io n 
permit.

Secs. 6, 7, and 10 delete p r o v i s i o n s  r el at i n g  to fish f a r m­
ing fro m AS 16..05 in order to c o n f o r m  to provisions of sec.
2.
Sec. 8 inserts c ro s s- re fe re nc e s to AS 08.06, n e c e s s i t a t e d  by 
sec. 2.

SeCi 9 exempts aqua ti c  farm in g f r o m  the licensing r e q u i r e­
ments in AS 16.05 f or sport fishing, hunting, and c om me r c i a l  
fishing an d  vessels.



R e p r e s e n t a t i v e  J o h n n y  E l l i s
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Sec. 11 exempts purchases and sales o f  aquatic farm products 
fr o m the requirements of AS 16.10.265 - 16.10.267, r el a t i n g  
to comme rc ia l  fish purchases a n d  p o s s e s s i o n  of limited entry 
permits. •

Sec. 12 provides for the inclusion of aquatic farmers in 
r eg io n a l  aquacu lt ur e associations.

Sec.-* 13 makes provisions r e l a t e d  to sa lmon h a t c h e r y  permits 
ina p pl ic ab le  to hatcheries holdi ng  a p e rm it  u nd er  AS 08.06.- 
0 1 0 . '• . •
Sec. 14 makes an ex ception to r e s t ri ct io ns  on the r e s a l e  or 
t ransfer o f  salmon eggs o r  fry b y  a salmon hatchery. The 
e x c e p t i o n  w o u l d  allow r e s al e or t ransfer to a h a t c h e r y  or 
a q ua ti c fa rm  holding a p e rm it  u n d e r  AS 08.06.010. This s e c­
tion also requires that surplus eggs from salmon r e t u r n i n g  
to a h a t ch er y be ma de  a va ilable to hatche ri e s supplying 
aqu at ic  farms.

Sec. 15 provides that requ ir e me nt s r e l a t in g to funds derived 
by a h a t c h e r y  from the sale of salmon eggs to a h a t c h e r y  
that supplies aquatic farms m u s t  be e x p e n d e d  in the same 
m a n n e r  as prov id ed  for funds f r o m  sales of eggs to other 
hatcheries.

Sec. 16 makes the provisions of AS 16.43, r e l a ti ng  to l i m i t­
ed entry, inapplicable to activities a ut ho ri ze d  u n d e r  an 
a q u at ic  far m permit.

Sec. 17 exempts aquatic farm pro du ct s from the pr o vi si on s of 
AS 16.51, w h i c h  relate to the A l a s k a  Seaf oo d M a r k e t i n g  
Institute.

Sec. 18 provides an immediate e f f e c ti ve  date for the bill.

E H H :m i  
w k m i l /04 7
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MISCELLANEOUS

15.0 5.5 6.0 6.6 7.3 8.0
10.0 5.5 6 .1 6.7 7.3 8.1

I

TOTAL OPERATING do.U 11 .U Id . 1 13.8 14.0 10. 1

CAPITAL
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Analysis: (Continued)

other expenses related to permitting as required by the bill. FY 87 
includes funding for public hearings, etc., to finalize new regulations. 
Program receipts have been estimated by using a fee of $100 per annual 
permit; 50 new permits per year.,
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T u e s d a y , F e b r u a r y  17, 1 9 8 7

GOOD AFTERNOON. TODAY WE ARE GOING TO TAKE UP HB 70, RELATING 
TO THE STATE MEDICAL BOARD AND HB 108, RELATING TO AQUATIC 
FARMING.

HB 70 IS DESIGNED TO HELP THE STATE MEDICAL BOARD PURSUE 
INVESTIGATIONS OF MEDICAL MALPRACTICE COMPLAINTS. IT WAS 
REQUESTED BY THE MEDICAL BOARD AND IS ENDORSED BY THE CITIZENS 
COALITION FOR TORT REFORM.

REPRESENTATIVE SUND, THE PRIME SPONSOR, IS AVAILABLE IF THE 
COMMITTEE HAS QUESTIONS TO DIRECT TO HIM. OTHERWISE WE HAVE 
BECKY BEAR FROM DCED, KATHY MARSHAL FROM THE DIVISION OF 
OCCUPATIONAL LICENSING, AND DR. CONLEY, CHAIR OF THE STATE 
MEDICAL BOARD.

DR. CONLEY, WOULD YOU PLEASE COME TO THE WITNESS TABLE AND 
IDENTIFY YOURSELF FOR THE RECORD.

WE WILL NOW TAKE UP HB 108, AN ACT RELATING TO AQUATIC 
FARMING. BEFORE WE BEGIN TESTIMONY TODAY, I 'D  LIKE TO LAY A 
FEW GROUND RULES.

INITIATING A MARICULTURE INDUSTRY IN ALASKA IS AN EXTREMELY 
COMPLEX ISSUE. THE MOST DIFFICULT AND COMBERSOME OF THESE 
ISSUES WILL BE DEALT WITH IN THE RESOURCES COMMITTEE, THE NEXT 
COMMITTEE OF REFERAL.

FOR OUR PURPOSES TODAY, I WILL LIMIT TESTIMONY SOLELY TO LABOR 
AND COMMERCE ISSUES. THIS MEANS THAT WE WILL NOT HEAR ABOUT 
ANAROBIC CONDITIONS, STATE PERMITTING PROCESS, AND HOPEFULLY 
NOONE WILL FEEL OBLIGATED TO MENTION THE WORD "FISH".

CONSIDERING THE NUMBER OF WITNESSES WE HAVE ON THIS MEASURE, I 
WILL LIMIT TESTIMONY TO THREE MINUTES PER PERSON. I RESERVE 
THE RIGHT TO STOP THE TESTIMONY IF YOU VENTURE INTO ISSUES 
BETTER HANDLED IN THE NEXT COMMITTEE OF REFERRAL.

WE HAVE REPRESENTATIVES FROM THE AGENCIES AFFECTED BY THIS 
BILL W  AVAILABLE IF ANY COMMITTEE MEMBERS HAVE QUESTIONS FOR 
THEM.

THERE IS A PR0ROS£D_XQMMJTTEE SUBSTITUTE ON HB 108 BEFORE YOU. 
MY STAFF HASCBSHUfiKTEDflANGUAGE ADDED TO THE CS. I WILL 
BRIEFLY RUN DOWN THOSTtHANGES FOR THE BENEFIT OF COMMITTEE 
MEMBERS AND WITNESSES .X



THERE ARE THREE SECTIONS ADDED TO THE FINDINGS AND POLICY 
SECTION BEGINNING ON PAGE ONE;

‘'DEVELOPMENT OF MARICULTURE IN ALSKA WOULD STRENGTHEN THE 
COMPETITIVENESS OF ALASKA SEAFOOD IN THE WORLD MARKET 
PLACE BY BROADENING THE DIVERSITY OF PRODUCTS AND 
PROVIDING YEAR-ROUND SUPPLIES OF PREMIUM QUALITY SEAFOOD//

h IT IS THE POLICY OF THE STATE THAT AQUATIC FARMING BE 
DEVELOPED IN A MANNER THAT ASSURES FULL PARTICIPATION AND 
FULL BENEFITS TO THE PEOPLE OF ALASKA./'

I'IT IS THE POLICY OF THE STATE THAT AQUATIC FARMING BE 
DEVELOPED IN A MANNER CONSISTENT WITH PROTECTION AND 
ENHANCEMENT OF TRADITIONAL HIGH VALUE INDUSTRIES AND WITH 
PROTECTION OF OUR NATURAL RESOURCES.J '

IN ADDITION; LANGUAGE HAS BEEN ADDED TO;rvoeuiorAJP _
LIMIT OWNERSHIP OF LAND USE PERMITS FOR AQUACULTURE 
FACILITIES TO ALASKA RESIDENTS AND/OR ALASKA LICENSED 
BUSINESSES.;— ■— ------------------------------------------ -----

REQUIRING THE DCED COMMISSIONER TO MAKE AN ANNUAL 
REPORT TO THE LEGISLATURE ABOUT THE PROGRESS OF THE 
MARICULTURE INDUSTRY INLCUDING ITS IMPACT, IF ANY, ON 
TRADITIONAL FISHERIES AND RECOMMENDATIONS FOR ANY 
STATUTORY CHANGES THAT MAY BE NEEDED.

REQUIRING THE DCED COMMISSIONER TO PROMULGATE REGULATIONS 
NECESS/OY TO ASSURE THAT A MARICULTURE INDUSTRY IS 
DEVELOPED IN A MANNER CONSISTANT WITH THE POLICIES AND 
FINDING OUTLINED ON PAGE ONE.

WE WILL BEGIN TESTIMONY ON HB 108 BY HEARING FIRST FROM THE 
PRIME SPONSOR, REPRESENTATIVE ELLIS.

 £° r  ' A
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S T A T E  O F  A L A S K A  1987 L E G I S L A T I V E  SESSION

FISCAL N O T E

Sponsor : Zharoff et-3K__EniS_et a k _  Components:-FRED. 
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EXPENDITURES/REVENUES: (Thousands of Dollars!

OPERATING FY 37 FY 38 1 FY 39 FY 90 FY 91 I FY 92
PERSONAL SERVICES 157 1 157 183 236 1 330
TRAVEL 6 1 6 10 17 1 20
CONTRACTUAL 1 1 ) 9 <1 I R
SUPPLIES 0 i a. 6 m 99
EQUIPMENT

! ! 1 i 5
LAND £l STRUCTURES 1 • i
GRANTS, CLAIMS i i • i
MISCELLANEOUS i 1 I- 1
TOTAL OPERATING 166 1 168 202 269 1 385

CAPITAL

REVENUE !

FUNDING: (Thousands of Dollars)

g e n e r a l  f u n d ) 166 1 168 1 202 269 385
F E D E R A L  FUN DS . 1 . _!
OTHER I i i -
T O T A L i 1 i

PO SITIO N S:

FU LL-T IM E 2 1 2 1 3 3 .5  1 9
PART-TIM E 1 i i 2 i 2 i 0
TEM P O R A R Y i 1 I 0 i 0 0 1 0

ANALYSIS : (Attach a separate page if necessary)
This analysis estimates costs of pathology services and permitting based on 
100 permit applications in FY 88, ultimately resulting in 20 operational 
fish farms by FY 92 of economically significant size.
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E s t i m a t e d  c o s t  o f  s e r v i c e s  t o  b e  p r o v i d e d  by A D F & G  a r e  f i s h  
p a t h o l o g y  s e r v i c e s ,  p e r m i t  p r o c e s s i n g  a n d  t e c h n i c a l  o v e r s i g h t .

F o r  p a t h o l o g y  s e r v i c e s ,  e s t i m a t e d  c o s t s  a r e  b a s e d  o n  c u r r e n t  

w o r k l o a d  a n d  b u d g e t  f o r  t h e  s e c t i o n  a t  t h i s  t i m e ,  t o  a r r i v e  at a 

pei— u n i t  c o s t  (e.g. $ 6 0 0 , 0 0 0 / 3 7  h a t c h e r i e s  =  $16,  0 0 0 / h a t c h e r y ). 

A n  a d d i t i o n a l  $ 1 2 , 0 0 0  is b u d g e t e d  f o r  i n v e s t i g a t  i o n s  a n d  

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

c e r t  i f i c a t i o n ,  p r e - r e l e a s e  i n s p e c t i o n ,  a n d  h u m a n  h e a l t h  c o n c e r n s .

F o r  p e r m i t t i n g  a n d  t e c h n i c a l  o v e r s i g h t  s e r v i c e s ,  a n  a s s e s s m e n t  o f  

w o r k  r e q u i r e m e n t s  w a s  m a d e  b y  c a l l i n g  t h e  M a r i n e  R e s o u r c e s  

D i v i s i o n  o f  t h e  B . C .  p r o v i n c i a l  g o v e r n m e n t .  F o r  t h e  f i r s t  th>'ee 
y e a r s ,  t w o  f u l ] - t i m e  t e c h n i c i a n s  w o u l d  b e  r e q u i r e d .  T h e r e a f t e r ,  

m a n p o w e r  n e e d s  w i l l  d i m i n i s h .  T h e  t y p e s  o f  w o r k  t o  b e  u n d e r t a k e n  

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

It is v e r y  d i f f i c u l t  t o  a n t i c i p a t e  w h a t  w i l l  h a p p e n  if a  

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

s i m i l a r  p r o g r a m s .  W e  t h e n  a p p l i e d  t h i s  t o  A l a s k a ,  u s i n g  t h e  
i n c o m p l e t e  d a t a  at h a n d .  T h e s e  m u s t  b e  c o n s i d e r e d  r o u g h  

e s t i m a t e s  o f  c o s t .  A s  f u r t h e r  i n f o r m a t i o n  b e c o m e s  a v a i l a b l e ,  t h e  

f i s c a l  n o t e  c o u l d  c h a n g e .  A l s o ,  a s  t h e  b i l l  b e c o m e s  m o d i f i e d  as  

it p a s s e s  t h r o u g h  t h e  l e g i s l a t i v e  p r o c e s s ,  t h e r e  m a y  b e  c h a n g e s  

i n  t h e  h * l l  t h a t  w i l l  h a v e  c o r r e s p o n d i n g  c h a n g e s  i n  t h e  f i s c a l  

n o t e .



TESTIMONY ON AQUACULTURE ^  ®
BY RICH DAVIS 

HOUSE LABOR AND COMMERCE COMMITTEE 
2 /2 5 /S 7

I  re p re s e n t  th e  deep c o n c e rn s r and v iew s  o f  th e  in d iv id u a ls  
I  have spoken w ith  re g a rd in g  f i s h  fa n n in g  in  A la s k a . Each 
o f  th e s e  p e o p le r some o f  them f is h e rm e n , some n o t ,  asked me 
to  t e l l  you o f  t h e i r  o p p o s it io n  to  f i s h  fa rm in g  in  our 
S t a t e .  They a g re e  w ith  y o u r d e s ir e  to  prom ote m u s s e l, 
s h e l l f i s h ,  and a q u a t ic  p la n t  fa rm in g . We see l i t t l e  chance 
o f econom ic im p a c t, and a re  a l l  f o r  i t  as lo n g  as no 
h a zz a rd s  a re  posed to  our d e l ic a t e  c o a s ta l  m arin e  
e n v iro n m e n t.
T h e re  is  no blossom  w a i t in g  to  open th e  m in u te  f i s h  fa rm in g  
i s  tu rn e d  lo o s e  in  A la s k a . I f  you law m akers g iv e  t h is  
in d u s t r y  a g re e n  l i g h t ,  we can o n ly  guess a t  i t s  chance o f  
g e t t in g  o f f  th e  g ro u n d . Economic c o n d it io n s  a re  a lre a d y  
s ta c k in g  a g a in s t  f i s h  fa rm in g  in  our S t a t e .  You must 
c o n s id e r :  th e  c o s t o f  th e  f i s h ,  fa rm in g  e q u ip m en t,
t r a n s p o r ta t io n  c o s t ,  c o s t and a v a i l a b i l i t y  o f fe e d ,  
A la s k a 's  d is ta n c e  from  th e  m a rk e t, and th e  im m inent 
overabundance o f  pen r a is e d  f i s h  bound f o r  m ark e t in  1990 . 
No one can say th e  m a rk e t w i l l  even a c c e p t th e  fo rc a s te d  
g lu t  o f  pen ra is e d  f i s h  headed to w ard  th e  consum ers. An 
overabundance o f salmon s p e l ls  lo w e r p r ic e s  f o r  th e  e n t i r e  
salmon in d u s t r y ,  f is h e rm e n  in c lu d e d  -  d o n 't  f o r g e t  t h is !
A f lo o d  o f in fo rm a t io n  is  b e fo re  you re g a rd in g  f i s h  
fa rm in g . One p ie c e  s ta te s  th e  th e  concerns o f  A la s k a 's  
com m ercia l salmon f is h e rm e n  "may be somewhat u n w a rra n te d " ;  
th e r e  is  no a u t h o r i t y  in  t h is  s ta te m e n t, o n ly  th e  a u th o r 's  
o p in io n .
Some p ro p o n en ts  o f f i s h  fa rm in g  l e g i s l a t i o n  have p la y e d  
down, and t r i e d  to  c o v e r up th e  im m inent econom ic im p act o f 
farm ed  f i s h  on our com m ercia l salmon f i s h e r i e s .  They ad m it 
w ild  salm on p r ic e s  c o u ld  be a f f e c t e d  by in c re a s e d  pen 
r a is e d  f i s h  p ro d u c t io n . The salmon f is h e rm e n  a re  su re  t h a t  
p r ic e s  f o r  t h e i r  p ro d u c t w i l l  be reduced  i f  f i s h  fa rm in g  is  
a llo w e d  and encouraged to  ta k e  ro o t  h e re .
As e le c te d  R e p re s e n ta t iv e s , you have th e  r e s p o n s ib i l i t y  to  
a c t  or. th e  concerns o f  th e  p e o p le  you r e p r e s e n t ,  n o t to  
make d e c is io n s  t h a t  a d v e rs e ly  im p a c t them ! I f  you encourage  
t h is  new in d u s t r y  and i t  s in k s , o u t th e  window goes money 
sp en t by our S ta te  f o r  r e g u la t io n ,  e n fo rc e m e n t, i ic e n s in g ,  
and management -  e f f o r t  and lo t s  o f  money t h a t  you 
law m akers know we c a n 't  r i s k  w a s tin g .

i



T h is  S ta te  sp en t y e a rs  and m i l l io n s  o f  d o l la r s  b u i ld in g ,  
m anag ing , and p ro m o tin g  A la s k a 's  w i ld ,  n a t u r a l ,  and 
re n ew ab le  salmon re s o u rc e . N e a r ly  4 5 ,0 0 0  p e o p le  w orked in  
A la s k a 's  $414 m i l l io n  1986 com m ercia l salmon h a r v e s t .  I t ' s  
e s tim a te d  b e t t e r  th an  h a l f  th e s e  p e o p le  a re  A lask an  
r e s id e n ts .  Remember a ls o  t h e i r  d ependant f a m i l ie s .  You 
L e g is la t o r s  c a n ' t  ig n o re  th e  concerns and d e s ire s  o f  t h a t  
g r e a t  segment o f our p o p u la t io n . I f  th e  f is h e rm e n  o f t h is  
S ta te  say th e y  a re  fa c in g  c r ip p l in g  economic im p a c t, th e n  
you had b e t t e r  do a l l  you can to  p r o te c t  t h e i r  in d u s t r y .
T h e re  is  a chance t h a t  our com m ercial salm on in d u s try  c o u ld  
be e c o n o m ic a lly  d is p la c e d  w ith  yo u r v o te  on t h is  
l e g i s l a t i o n ,  and w e 'r e  w a rn in g  you n o t to  ta k e  t h a t  r i s k .  
D o n 't  ta k e  a gam ble t h a t  may f u r t h e r  reduce A la s k a 's  
s t r u g g l in g  economy. You w ant no p a r t  in  u n d erm in in g  our 
co m m erc ia l salm on in d u s t r y .
S tand  up f o r  A la s k a 's  f is h in g  in d u s t r y !  P r o h ib i t  f i s h  
fa rm in g  u n t i l  th e  p r e d ic te d  pen r a is e d  f i s h  g lu t  p ass e s , 
and th e  economic and e n v iro n m e n ta l consequences a re  f a c t s ,  
n o t s u g g e s tio n s  and c o n je c tu r e .  You w i l l  be c a l le d  
d e d ic a te d  le a d e rs  and be re s p e c te d  by us a l l .



i g S P & N .  U N I T E D  F I S H E R M E N  O F  A L A S K A

J a c k  C ad ig an
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M r. C hairm an and. Members o f  th e  C om m ittee:
My name is  Tob B la k e  and I  am h e re  to  e x p re ss  some o f  th e  
co ncerns th e  U n ite d  F isherm en  o f A la s k a  and th e  Cordova 
D i s t r i c t  F ish erm en  U n ite d  have w ith  th e  CS f o r  House B i l l  
#1 0 8 .
Our b a s ic  co n cern s a re  o u t l in e d  in  r th e  U n ite d  F ish erm en  o f  
A la s k a 's  R e s o lu t io n  8 7 -3 ,  passed u nan im o usly  by th e  Board o f  
D ir e c to r s  a t  t h e i r  a n n u a l m e e tin g  th e  f i r s t  week in  F e b ru a ry , 
w h ich  i s :
K eep in g  in  mind t h a t  A la s k a  has 90% o f  th e  U .S . salm on 
p ro d u c tio n  and ^3% o f  th e  w o rld  salmon p ro d u c t io n , e x c lu d in g  
p e n -re a re d  sa lm on , you can u n d ers ta n d  our a n x ie t y .
We r a is e  th e  f o l lo w in g  is s u e s :
1 . (a )  D is e a s e  r e la t e d  problem s have th e  p o t e n t ia l  o f

a f f e c t i n g  e x is t in g  s to c ks  o f w i ld  salm on w h ich  a re  f u l l y  
u t i l i z e d  by s p o r t ,  com m ercia l and s u b s is ta n c e  u s e rs ,  o r 
a re  needed f o r  PNP brood s to c k  o r spaw ning escapem ent.
(b ) P o t e n t ia l  o f  p o l lu t in g  th e  q u a l i t y  e n v iro n m e n t needed  
f o r  c o n tin u e d  p ro d u c tio n  o f  w i ld  s to c ks  o f  sa lm on , sea ru n  
t r o u t  and o th e r  a q u a t ic  p la n ts  and a n im a ls  by use o f  
a n t i b i o t i c s  in  t r e a t in g  p e n -re a re d  d is e a s e  p ro b le m s , 
s u rp lu s  f i s h  fo o d  dam aging th e  b ottom  d w e lle r s  around n e t  
p en s , r e s t r i c t i o n  o f  w a te r  c u r re n t  movement because o f  n e t  
pen p la c e m e n t, human w aste  and garbage c o n ta m in a t io n , e t c .
(c )  G e n e tic  a l t e r a t io n s  a re  a p o t e n t ia l  co n c e rn ; a f t e r  
s e v e ra l c y c le s  o f  a l t e r i n g  and d o m e s t ic a t in g , p e n -re a re d  
sa lm on , upon e s c a p in g , co u ld  in  tu r n  e f f e c t  th e  gene p o o l 
o f w i ld  s to c k .
(d ) What a re  th e  im p acts  o f horm ones, to x ic a n ts  ( i e .  TBT) 
a n t i b i o t i c s ,  e t c . ,  o n t he n a tu r a l  e n v iro n m e n t, a n im a ls  and 
th e  human fo o d  ch a in ?

2 . Where do th e  sm o lt o r eggs come from  to  s t a r t  up a 
M a r ic u ltu r e  in d u s try ?
(a )  C e r t a in ly  n o t from  im p o rte d  s to c k s  -  th e  h is t o r y  o f  
im p o rt in g  sm o lts  is  la d e n  w ith  d is e a s e  p ro b lem s.
(b ) W ild  c h in o o k  in  S o u th ea s t is  s t i l l  in  th e  b u i ld -u p  
s ta g e  to  h e lp  f u l f i l l  che U .S ./C a n a d a  T r e a ty  o b l ig a t io n s .
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c a t c h e r  l o s s  : u o  n o t  u p  t o  m a x im u m  c a p a c i t i e s  t o
m e e t  t h a t  o b l i g a t i o n  e i t h e r ,  a n d  o v e n  i t  t h e y  a r e  c i o c e  
w h a t  a b o u t  t h e  e v e r  i n c r e a s i n g  n e e d s  o i  t h e  a p o r t f i a h ,
c c . m m e r c i u i  a n d  s u b s i s t e n c e  comm on  p r o p e r t y  v i s o r s ?  C h i n o o k  
a n d  c o n e  s t o c k s  i n  C o u c h e a s t  a r e  f u l l y  u t i l i s e d  u n d e r  t h e  
e x i s t i n g  f i s h e r i e s  a n d  i n d u s t r y .  T h e  s a n e  qoen  t o r  C o o x  
I n l e t  e n d  P r i n c e  M i l l  l a i n  S o u n d ,  a n y  s u r p l u s  s p a w n ! n o
e s c a p e m e n t  i a  c u r r e n t l y  u t i l i s e d  b y  I P .  E D  a n d  P J IP
h a t c h e r i e s  f o r  s u p p l e m e n t i n g  e x i s t i n g  u s e r  c r o u p  
f i s h e r i e s .  A l l  t h e  c h i n o o k  a n d  c o h o  s t o c k s  W e s t  o f  C o o k  
I n l e t  a r c  a l s o  f u l l y  u t i l i s e d  b y  e x i s t i n g  f i s h e r i e s  o r  
e s c a p e m e n t .

3 .  f u n d i n g  p r o b l e m s  t h a t  n e e d  t o  be a d d r e s s e d :

. F . n . E . D .  D i v i s i o n  o f  t h e  A l a s k a  h s p a r t r . e n f  o i  r i c h  S  Game  
w o u l d  h:j r o t t u i r ' j ' i  t o  h e a r  i n s p e c t i o n  c o s t s .  T h e y  vow } . c l  h a v e  
t o  d e v e l o p  a  d i s e a s e  c o n t r o l  a n d  m a n a g e m e n t  p r o g r a m  a n d  
p r o v i d e  a i l  t y p o s  o f  a s s o c i a t e d  s e r v i c e ; * . .  W h e r e ' s  t h e  f u n d i n g  
f o r  t h e s e  a d d i t i o n a l  c o s t s  g o i n g  t o  c d r s c  f r o m ?  T h e  F . I l . E . l h  
D i v i s i o n  i s  ,: o r  n o d  b y  t h e  p r o p o s e d  FY2 i . i  b u d g e t  t o  c l o s e  c lown 
f o u r  S t a t e  j i a t c h e r i e o  a n d  r e d u c e  i t s  o t h e r  p r o g r a m s ,  a l l  o f  
w h i c h  a r c  v a l u a b l e  t o  e x i s t ? n c  u s e r s .

. D . E . C .  w i l l  h a v e  t o  b e  i n v o l v e d  w i t h  a i l  t h e
e n v i r o n m e n t a l ,  r e s e a r c h  a n d  ‘■ton i  t o r i  ne t ,  W h i l e  t h a t  a g e n c y ' s  
b u d g e t  i s n ' t  p r o p o s e d  t o  .be c u t  t h i s  y e a r ,  t h e y  a  i m p l y  d o n ' t
h a v e  e n o u g h  f u n d i n g  t o  m o n i t o r  e x i s t i n g  p r o f a l o f - v t  ( e v e n  r h e
A l y e s k o .  P i p e l i n e  T o r m i n a 3 ) .

.  0 .  H , P . , i s  n a y  b e h i n d  o n  e x i s t i n g  w o r k .  l o a d s  o f
p e r  n i t  t i n g ,  l a n d  u s e  p U v n n i n g ,  e t c .  T h a t  a c r o r i c y ' s  b u d c r e t  i »  
b e i n g  c u t  e v e n  f u r t h e r .

. D . C . E . D .  i s  s e t  u p  i n  t h i s  l e g i s l a t i o n  t o  n o  a  i e a d - t y n e  
a a e n c v .  T h e y  a r e  t a k i n c r  a  2 6 1  b u d g e t  c u t ,  1  b e l i e v e ,  f o r  
FYS6 .

N o n e  o f  t h e  a g e n c i e s  i n v o l v e d  s r  a b l e  t o  c a r r y  o u t .  t h e i r
c u r r e n t  l e g i s l a t i v e  m a n d a t e s  a n d  p r o g r a i n  n e e d s  f o r  t h e i r
e x i s t i n g  r e s p e c t i v e  u s e r  g r o u p s .  S h o u l d n ' t  t h e i r  b u d g e t s  b e
b r o u g h t  u p  t o  l e v e l s  t o  m e e t  t h e  c u r r e n t  n e e d s  o f  e x i s t i n a  
i n d u s t r i e s  a n d  u s e r  g r o u p s  b e f o r e  t h e  L e g i s l a t u r e  i m p o s e s  m o r e  
c h a n g e s  o n  t h e m ?  I  c a n  a p p r e c i a t e  t h e  L e g i s l a t u r e ' s  d e s i r e  t o  
e n h a n c e  t h e  S t a t e ' s  e c o n o m y ,  b u t  n e t  a t  t h e  e x p e n s e  o i
r e d u c i n g  t h e  e c o n o m i c  p o t e n t i a l  o f  e x i s t i n g  i n d u s t r i e s .
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4 . P h y s ic a l d is p la c e m e n t o f  t r a d i t i o n a l  u s e rs :  C om m ercial 
fis h e rm e n  f e a r  d is r u p t io n  from  t r a d i t i o n a l  f is h in g  grounds and 
an c h o ra g e s , as w e l l  as th e  h a z a rd  to  n a v ig a t io n  salmon farm s  
w i l l  pose. We have to  assume t h a t  s p o rt  f is h e rm e n , 
r e c r e a t io n a l  b o a te rs  and t o u r is t s  w i l l  f e e l  th e  same w ay. 
W a te r fro n t  p ro p e r ty  v a lu e s  c o u ld  a ls o  d im in is h ,  d ep end in g  on 
th e  s i t i n g  o f  such fa rm s . T o u rism  is  a b loo m ing  in d u s t r y  in  
t h i s  S t a t e .  P eo p le  come t o  A la s k a  to  f in d  e s t h e t ic  v a lu e s ,  to  
p h o to g rap h  p r i s t i n e  e n v iro n m e n t, and to  have th e  u l t im a t e  
e x p e r ie n c e  s p o r t f is h in g  and h u n t in g ,  n o t to  see salm on farm s  
s c a t te re d  a l l  up and down th e  c o a s t in  a l l  th e  f a v o r i t e  
f is h in g  spots  and an c h o ra g e s .
5 . The PNP and S ta te  h a tc h e ry  program  has been s ta te d  as th e  
b e s t ren ew ab le  re s o u rc e  in v e s tm e n t th e  S ta te  has made w ith  o i l  
d o l la r s .  I t ' s  a shame t h a t  th e  S ta te  d id  n o t make more money 
a v a i la b le  f o r  t h is  v e n tu re  d u r in g  tim e s  o f  p le n t y ,  because th e  
program  c o l l e c t i v e l y  has n o t come c lo s e  to  a c h e iv in g  i t s  
p o t e n t ia l  th ro u g h o u t th e  S t a t e .  Our h a tc h e ry  system  
supplem ents th e  w i ld  s to c k  re s o u rc e  f o r  th e  common p ro p e r ty  
f is h e r y .  E v e ry  p erso n  in  t h is  S ta te  has access to ' th e  
h a tc h e ry -p ro d u c e d  f i s h  i f  th e y  so d e s i r e ,  v i a  c o m m e rc ia l, 
s p o rt  o f s u b s is te n c e  f i s h in g .  T h is  v e n tu re  in  h a tc h e ry  
p ro d u c tio n  has c re a te d  many more jo b s  f o r  S ta te  re s id e n ts  and 
h e lp e d  m a in ta in  th e  econom ic v i a b i l i t y  o f  th e  com m ercia l and 
s p o r t  f is h in g  f l e e t s  in  much o f  th e  S t a t e .  In  P r in c e  W il l ia m  
Sound, f o r  in s ta n c e ,  th e  com m ercia l f is h e rm e n  opted  to  
in c re a s e  th e  salm on re s o u rc e  r a th e r  th an  e l im in a te  many o f th e  
f is h in g  p e rm its . We have done t h is  th ro u g h  ocean ra n c h in g  and 
i t  w o rks . Our P r in c e  W il l ia m  Sound h a tc h e r ie s  a re  a ls o  
p ro d u c in g  ch in o o k  and coho f o r  s p o r t  f is h e rm e n  and t o u r i s t s .  
I f  th e  S ta te  is  e v e r  a g a in  g o in g  to  in v e s t  in  th e  salmon 
in d u s t r y ,  i t  sh o u ld  in v e s t  in  th e  p ro ven  com m odity, and n o t in  
p o t e n t ia l  d is a s t e r .  The e x is t in g  in d u s t r y  p ro v id e s  many, many 
thousands o f jo b s .
6 . F u n d in g : As s ta te d  e a r l i e r ,  th e  S ta te  is  n o t w i l l i n g  o r
a b le  to  fund  th e  fo u r  a g e n c ie s  t h a t  w i l l  have to  be in v o lv e d  
w ith  t h is  M a r ic u l tu r e  l e g i s l a t i o n  to  a le v e l  t h a t  w i l l  a l lo w  
them to  a d e q u a te ly  manage t h e i r  p re s e n t  o b l ig a t io n s .  T h is  
needs to  be r e c t i f i e d  f i r s t .  B oth th e  Enhancement and 
Com m ercial F is h in g  Loan program s have been m is la b e le d
" r e v o lv in g " .  The p r in c ip le  and th e  i n t e r e s t  from  b o th
program s go d i r e c t l y  in t o  th e  G e n e ra l Fund upon repaym ent.
B oth  lo a n  fun d s  a re  l i t e r a l l y  o u t o f  money u n le s s  th e  
L e g is la tu r e  makes an a p p r o p r ia t io n  to  them . Some o f  th e  lo an s  
fro m  th e s e  program s have been t r a n s fe r r e d  to  AIDA to  h e lp  
f in a n c e  th in g s  l i k e  th e  Red Dog M in e . These lo a n  repaym ents  
go d i r e c t l y  to  A ID A , n o t to  th e  G e n e ra l Fund. I t  m ig h t be a 
c o n s id e ra t io n  o f  t h is  C om m ittee to  lo o k  in t o  t h is
" n o n -re v o lv in g "  s i t u a t io n  b e fo re  th e r e  is  no money l e f t  f o r  
re in v e s tm e n t in  th e  S t a t e 's  la r g e s t  n o n - o i l  in d u s t r y .



7. vjhat r e  k e y i n g  t o  c c c e n s p i i a h  w i t h  per.-re. a r e d  s a l m o n ’?

A r e  v-3 t r y i n g  t o  eremite a  cott ag e' ' i n d u s t r y ,  a  "racm a n d  p o p "

t h a w  u p  a n d  d o w n  t h e  c o a s t , o r  a r e  w e  t r y i n g  t o  d e v e l o p  a n  

environ..-.ont f o r  .r.viitl-nationa.1. i n v e s t e e s  o  e x p l o i t  t o  t h e  

f u l l e s t  cy p r o v i d i n g  a  f e w  j o b s  a n d  t a k i n g  h o m e  t h e  p r o f i t s  
(i f t h e r e  a r e  a n y }  a t  t h e  e x p e n s e  o f  s e v e r a l  e x i s t i n g

i n d u s t r i e s ?  'T t h e  S t a t e  i s  d e s i r o u s  o f  m a n i n u s i  p o t e n t i a l

b e n e f i t  r o  t h e  lit,Yea i t s e l f ,  u-r i t s  r e s i d e n t s ,  a t  w i l l  h a v e  t o  

m a « e  a  c r e m o r a . o u s  f i n a n c i a l  ir.vestas'rit i n  o r d e r  t o  - a l l  i t  

o f f .  N o r w a y  h a d  t o  d o  i t  b e c a u s e  i t s  r u r a l  c o a s t a l

c o m m u n i t i e s  .-ere d r y i n g  u p  f r o m  .lack o f  f i s h e r i e s  r e s o u r c e s  t o  
s u s t a i n  t h e i r  e c o n o m y . N o r w a y  a l s o  h a d  v e r y  l i t t l e  n a t u r a l  
" s a l m o n "  r e s o u r c e  i-.o w o r r y  a b o u t  o r  c o n s i d e r  e f f e c t i n g .  

A l a s k a ' s  p r e s e n t  e c o n o m i c  s i t u a t i o n  a n d  f l o u r i s h i n g  s a i m o n  

s t o c k s  d o  n o t  m a n d a t e  s u c h  a  m o v e .  B e s i d e s ,  i t  d o e s  n o t

a p p e a r  t e a t  t h e  l i m i t e d  s i z e  s t r u c t u r e  r e s t r i c t e d  b y  D o r w a y  to

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

W i t h o u t  t h o  m o n e y  t o  d o  it  lirvS'r.ato, t h e  o n l y  l o g i c a l  o p t i o n  

w o u l d  b e  c o  a l l o w  o u t s i d e  i n v e s t o r s  to. c o m e  i n .  b r i n y  t h e i r  

ex po rt ?,  a n d  e q u i p m e n t ,  w i t h  rh?n«, a n d  c o n t r o l  a n  i n d u s t r y "  c h s t  

w i l l  p r o v i d e  j u s t  a  f e w  l o c a l  r e s i d e n t  j o b s  w h i l e  c o m p e t i n g  

t o r  G e n e r a l  F u n d  d o J I ^ r o  a n a  s e r v i c e s  a t  o u r  e x p e n s e . I n  isy 

" l o g i c a l -" s c e n a r i o t it w o u l d  b e  p r u d e n t  f o r  t h e  bfcate t o  
c a r e f u l l y  n n o l i s o  t h e  a c t u a l  v a l u e  g a i n e d  f o r  p o t e n t i a l  c o s t  

i n c u r r e d .  A s  cciaiseroial i i r d - e m e u ,  w e  rcai.i.we t h o  m a r k e t

i m p a c t  o f  p e n - ;  o a r e d  s a l a o n  o n  A l a s k a  w i l d  oaim.cn, M h i l e  w e
d o n ' t  f e o L  t h i  ? p e n  - r e a r e d  w i l l  o v e r  r e a l  I f  d i s p l a c e  o u r  

c a r  t o t s , :o a l r e a d y  Coo., a n  i m p a c t  a n d  w i l l  c o n t i n u e  t o  

f e e l  t h a t  ? p a c "  ;rfh  n r  w i t h o u t  A l a s k a  b e i n r  i n v o l v e d ,  if 
a x i s  Co; a i t  t o e  i s  i n t e n t  o n  p u r s u i n g  K B 1 0 3  I n  its, a r o s o n t  

lar m, x h e n  i t  s h o u l d  c o n s i d e r  i n c l u d i n g  in t h e  ? e g i a l r i t i c n  a  

t i m e  f r a m e  ourin-.r x.eich p e r  ~ r o a r e d  s a l m o n  e c u  I d  b o  -.-.aid i n  

o r d e r  c o  n o n  l i r e c t l y  c o m p o t e  f o r  m a r k e t  s p a c e  d u r ' n o  t h e  v i l d  
s a l m o n  r.ca v i n e .



Other suggestions are:

Chancre <may> to  " s h a l l " .
Change <may> to  " s h a l l " .
Change <may> to  " s h a lx " .
D e le te  <s u b s t a n t ia l l y >.
D e le te  <s u b s t a n t i a l l y ) .
Change < s h a ll>  to  "may".
& 22 : D e le te  b o th  l in e s .
In c lu d e  a f t e r  Board o f F is h ,  "e x c e p t t h a t  no 
f i n f i s h  o r eggs may be im p o rte d  in t o  th e  
S ta te  o f  A la s k a  f o r  th e  purpose c f  s u p p ly in g  
s to c k  to  an a q u a t ic  fa rm  o r h a tc h e ry .
Change <may> to  " s h a l l " .

Page 6 , L in e  11: D e le te  <and upon re a s o n a b le  n o t ic e ) .
Page 3 , S e c tio n  4 ,  L in e s  3 th r u  10: We s t r o n g ly  recommend
d e le t io n  o f  t h is  S e c tio n  and in s e r t  t h a t  th e  Board o i 
F is h e r ie s  be in v o lv e d  w ith  th e  p e rm it  p ro c e s s .
Page 1 1 , L in e  7: Change <must> to  " s h a l l " .

Page 2 , L in e 20:
Page 3 , L in e 18:
Page 3 , L in e 29:
Page 4 , L in e 2:
Page 4 , L in e 4:
Page 4 , L in e 9:
Page 4 , L in e s  21
Page 4 , L in e 27:

Page 5 , L in e 13:



As th e  U .F .A . and th e  C .D .F .U . s u p p o rt th e  c a r e f u l  and 
c o n t r o l le d  developm ent o f  s h e l l f i s h  and p la n t  m a r ic u l t u r e ,  and 
we a re  n o t d e s iro u s  o f s lo w in g  down th e  p ro cess  by  w h ich  th e  
e x s is t in g  s h e l l f i s h  fa rm e rs  can c o n t in u e , o r new fa rm e rs  
becom ing in v o lv e d , we su g g est t h a t  t h i s  Com m ittee s p l i t  th e  
two is s u e s  in to  two s e p a ra te  b i l l s ,  th u s  a l lo w in g  s h e l l f i s h  
l e g i s l a t i o n  to  p roceed  w it h  l i t t l e  o r no r e s is ta n c e .
We a p p r e c ia te  th e  o p p o r tu n ity  to  speak on t h is  is s u e  d u r in g  
i t s  a s t  h e a r in g  and w i l l  be p ro v id in g  more in fo r m a t io n  and 
coi.uut.nts in  th e  f u t u r e .  Thank you.



U N I T E D  F I S H E R M E N  O F  A L A S K A

Jack Cadigan
Executive Director 

907-586-2820 
1-800-478-FISH

U N I T E D  F I S H E R M E N  O F  A L A S K A  

R E S O L U T I O N  8 7 - 3

W H E R E A S  xn 1 9 8 5  t h e  U n i t e d  F i s h e r m e n  o f  A l a s k a  r e q u e s t e d  t h e  S t a t e  

o f  A l a s k a  to p e r f o r m  a t h o r o u g h  study of t h e  b i o l o g i c a l ,  e c o n o m i c  and 

socio l o g i c a l  p r o b l e m s  a n d  p o t e n t i a l s  of sal m o n  p e n  r e a r i n g  in Alaska, but 

t h i s  s t u d y  h a s  not y e t  b e e n  undertaken; a n d

W H E R E A S  the U F A  s u p p o r t s  the c a r e f u l  a n d  c o n t r o l l e d  d e v e l o p m e n t  o f  

s h e l l f i s h  a n d  p l a n t  m a r i c u l t u r e ;  and

W H E R E A S  the d e v e l o p m e n t  o f  t h e  salmon f a r m i n g  c o n c e p t  of  m a r i c u l t u r e  

w i l l  a d v e r s e l y  a f f e c t  t h e  f i s h e r m e n  a n d  t h e  m c s t  s uccessful h a t c h e r y  a n d  

e n h a n c e m e n t  p r o g r a m  in N o r t h  A m e r i c a  by: (1) r e a l l o c a t i n g  S tate f u n d s  and 

services; (2) c o m p e t i n g  w i t h  m a r k e t s  for w i l d  salmon; (3) p r e v e n t i n g  w a t e r  

a n d  land u s e  of  t r a d i t i o n a l  fishing, hatchery, enhancement, a n d  smolt 

r e a r i n g  and r e l e a s e  sites; (4) increasing t h e  p o t e n t i a l  d i s e a s e  c o n t a m i n a­

tio n  of t h e  w i l d  stock; a n d

W H E R E A S  no  r e a l i s t i c  f i s c a l  n o t e  h a s  b e e n  p r o d u c e d  to i d e n t i f y  the 

c o s t  to the s t a t e  i n c u r r e d  b y  the m a n a g e m e n t  o f  the p r o p o s e d  activities;

N O W  T H E R E F O R E  B E  I T  R E S O L V E D  that the B o a r d  of  D i r e c t o r s  o f  the 

U n i t e d  F i s h e r m e n  o f  A l a s k a  u r g e s  the State of  A l a s k a  to  t a k e  no a c t i o n  on 

l e g i s l a t i o n  find d e v e l o p m e n t  o f  salmon farming m a r i c u l t u r e  u n t i l  s u c h  time 

as the a f o r e m e n t i o n e d  i s s u e s  of  concern are a d d r e s s e d  t h r o u g h  p r i v a t e  and 

p u b l i c  f orums.

P-.■ A / r ?

Ro be r t  M. B l a k e  

Pr e s i d e n t

D a t e

Senate Building Suite 306 175 S. Franklin Street Juneau, Alaska 99801





(7) H O U S E  C O M M I T T E E  R E P O R T

D ate  r e f e r r e d :  2 /9 /8 7 FURTHER REFERRALS: F in a n c e

DATE: J / n / ? 7
The L ab o r S Commerce co m m ittee  has c o n s id e re d  HB 112

"An A c t r e l a t i n g  t o  th e  s e r v ic in g  o f  c e r t a in  r e s i d e n t i a l  h o u s in g  m ortgage  
lo a n s  p u rch ased  by th e  A la s k a  H ousing F in a n c e  C o r p o ra t io n ."

RECOMMENDS:
[ ] r e p la c e  w i t h  ;
[ ] a t ta c h e d  am endm ent(s)

ADOPTS; t ]

do pass 
do n o t pass 
no recom m endation  
in d iv id u a l  recom m endations  
a d d i t io n a l  r e f e r r a l  to  th e

l e t t e r  o f  in t e n t

[ J th e  same t i t l e  
[ ] a new t i t l e

Com m ittee

ATTACHES NEW FISCAL N O T E (s ): 
[ ] f i s c a l  im pact
[ ] z e ro  f i s c a l  n o te
[ 7<*] z e ro  w ith  a n a ly s is

[ ] same as p re v io u s  f i s c a l  n o te  
p u b lis h e d  _______________________

[ ] same as p re v io u s  z e ro  f i s c a l
n o te  p u b lis h e d  _________________

SIGNING OTHER RECOMMENDATIONS:

’I, / V o  c

S IG NING  DO PASS:



Official Business

Alaska State Legislature
H o u s e

P.O. BO X V 

S ta te  Capitol 

Juneau, A l a s k a  99811

TO: Members, H ou se  Lab or  and Co mm er ce C ommittee 

FROM: Rep. R an dy  Philli 

DATE: M a r c h  13, 1987 

RE: HB 112

As you may  be aware, there h a v e  b ee n  a nu m b e r  of di ff iculties 

ex p e r ie nc ed  by Alaskan s w ho  have h ad  their home mortg ag es  

sold to out of state m o r t g a g e  companies. I h av e  introduced 

HB 112 to p r ov id e seme p r o t e c t i o n  for the consumer. It is 

mo de l l e d  after a r ec e n t l y  adopt ed  M i n n e s o t a  law, w h i c h  I h ave

attached. T h e  m a i n  features of the b i l l  are:

* L im ite d to AH F C  m ortgages

* The selling lender shall n o t i f y  the m o r t g a g o r  of the sale

no less than ten days after the ac t u a l  transfer.

* N o t i f i c a t i o n  mu s t  include the name, address and telephone 

num be r of the per so n w ho  w i l l  as sum e r es pon s i b i l i t y  for the 

servicing, and accept payments for the m or t g a g e  loan.

* N o t i f i c a t i o n  mu s t  include a de tai le d w r i t t e n  financial 

br e a k d o w n  including, but n ot  limited to, interest rate, 

payment amount and current es cr o w  balance.

* The p ur cha si ng  lender s ha ll  r e s po nd w i t h i n  fifte en  bu siness 

days to w r i t t e n  requests for in f o r m a t i o n  fro m a mortgagor.

A  w r i t t e n  re sponse mu s t  i n cl ud e the telephone nu mb er of a 

comp any  re pr ese n t a t i v e  w h o  can assist the mortgagor.

* Payments ma d e  from an e s c r o w  accou nt  for taxes and 

insurance m us t  be mad e in a timely ma nn e r  as they become 

due, pr ovided there are suffi cie nt  funds for payment. If 

there is a shortage of funds the lender shall promptly 

no ti fy  the mortgagor.

* If a lender fails to mak e payments, lender is liable for 

actual damages caused by the failure to make  payments when



* The lender is p e r m it ted  to m a k e  pa yments on behalf of ; 

mortgagor, ev e n  if there are not sufficient funds in the

es c r o w  account. ;s '.*.%•
t

* If lender fails to co m p l y  w i t h  these requirements, the 

lender is liable to the m o r t g a g o r  for $500 per occurrence, 

in a d d i t i o n  to act ua l damag es  cau se d by the violation.

due, as well as a $500 fine.

I beli ev e that HB 112 w i l l  help al l e v i a t e  some of the 

p ro bl em s w h i c h  ha v e  b e e n  as so c i a t e d  w it h  the sale of 

Al a s ka n' s m o r t g a g e s  to out of s tate m o r t g a g e  firms.
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2 relating to commerce; regulating securities;
3 regulating the assignment of certain real property
4 loans and the administration of certain escrow
5 accounts; providing certain exemptions; regulating
6 real estate brokers ?nc salespersons; modifying
7 re-examination requirements; providing trust account
8 requirements for licensees acting as principals;'
9 granting certain enforcement powers to the

10 commissioner; providing certain remedies; requiring
11 storage of abstracts of title within Minnesota;
12 amending Minnesota Statutes 19S4, sections 47.20,
13 subdivision 9; 80A.14, subdivision 18; 80A.15,
14 subdivision 1; 82.17, subdivision 4; 82.22,
15 subdivisions 3, 6, and 13; 62.24, subdivision 2;
16 82.26; 62.27, subdivision 1; 82.33, subdivision 2;
17 386.375; and Minnesota Statutes 1985 Supplement,
18 sections 80A.13, subdivision 1; 80A.15, subdivision 2;
19 and 82.19, subdivision 2; proposing coding for new law
20 in Minnesota Statutes, chapter 47.

21
22  3 E . I T  ENACTED SX THE LEG ISLA TU R E  OF THE STATE OF M IN N ESOTA ;
23 Section 1. [47.205] [ASSIGNMENT OF MORTGAGE; DUTIES;

24 PENALTIES.]

25 Subdivision 1. [DEFINITIONS.] For the purposes of this

26 section, the terms defined in this subdivision have the meanincs

27 civen them.

28 (a) "Lender""means ail state banks and trust companies,

29 national bankinc associations. state anc federally chartered

30 savincs and loan associations, mcrtcace banks, mutual savincs

31 banks, insurance companies, credit unions makinc a loan, or any 

22 person making a conventional loan as defined under section

3 3 47 . 20, subdivision 2. clause (31 or cooperative aoa.-tment loan

9
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as defined under section 47.20, subdivision 2, deuce

_ celling lender" is c. lender u5o sells, assicr.s, o: transfers

3 the servicing of a loan, to a "aurchasinc lender er a servicinc

4 acent." - **.' ' •■ »

5 (b) "Loan" means all loans and advances of credit

6 authorised under section 47.20, subdivision 1, clauses (1) to

7 (41 and conventional loar.s as defined under section <7.20.

8 subdivision 2, clause (3) or cooperative .‘partment loan as

9 defined under section 47.20, subdivision 2, clause (4).

10 (c) "Escrow account" means. escrow, a=encv, or similar

11 account for the payment of taxes or insurance premiums with

12 respect to a mortoaced one-to-four family, owner occupied

13 residence located in this state.

14 (c) "Person" means an individual, corporation, business

15 trust, partnership or association, or anv other lecal entity.

16 Subd. 2. (ASSIGNMENT OH SALS Or MORTGAGE LOANS.) If the

17 servicing of mortcaae loans financing one-to-four family owner

18 -occupied residences located in this state is sold or assigned to

19 another person;

20 (1) the selling lender shall .notify the mortcaoor of the

21 sale no less than ten davs after the actual date of transfer.

22 The notification must induce the-name, address, and telephone

23 nuitber of the person who will assume responsibility for

24 servicing and accept payments for the mortcaoe loan and the '

25 notification must also induce a detailed written financial'

26 breakdown, including but not limited to, interest rate, monthly

27 pavwent amount, and current escrow balance;

28 (2) the purchasing lender shall issue corrected coupon or

29 payment books, if used, and shall provide notification to the

30 nortcaoor within 20 davs after the first pavment to the

31 purchasing lender is due, of the name, address, and telephone

32 number of the person fror. whom the mortgagor car, receive

33 information recardino the servicing of the loan, and shall
9

3 4 inform the r.artcaoor of any chances made reoard inc the mortcace

35 escrow accounts or servicinc recuirements including, but not

36 limited to, interest rate, mcnth.lv payment amount, and current

o

G
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1 escrow balance; and •
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(3) the ourchasinc lender shall respond -within 15 business 

3 davs to a written request for information from a mortcaoor. A 

1 fritter. response must include the telephone number of the 

? comoanv representative who can assist the nortcaoor*.

6 Subd. 3. (ADMINISTRATION 0" ESCROW ACCOUNTS.) Each lender

7 reculrinc funds of a nortcaoor to be paid into an escrow account

8 for oavment of taxes or insurance premiums with resoect to a

9 mortcaced one-to-fcur far.ily owner occupied residence located in

10 this state shall make payments for the faxes or insurance from

11 the escrow account in a timelv r.anner as these oblicaticns

12 become cue proviced that funds paid into the account bv the

13 mortcaoor are sufficient for the payment. If there is a

14 shortage of funds, the lender shall promptly notify the

15 mortcacor of the shortace. If .the lender fails to make timelv

16 pavmt ts, the lender is liable to the mcrtcaoor for actual

17 camaces caused bv the failure to oav the amounts when cue anc is 

IB sub-iect to penalties provided in subdivision 4, except that the 

IS lender mav present anv leoal defense in anv subsecuent hearinc.

20 The lender is permitted to make a payment on behalf of the

21 mortcacor even thouch there are not sufficient funds in a

22 particular account to cover the payment.

23 Subd. 4. (PENALTIES.) If a lender fails to comply with the

24 tecuirements of subdivisions 2 and 3, tne-J.ender is liable to.S*  — r
25 the mortoaoor for S500 per occurrence, in addition to actual

26's.damaoes caused bv rhp violafejrpnT 
— * ■— *

27 Sec. 2. Minnesota Statutes -1984, section 47.20,

28 subdivision 9, is amended to read:
r

29 Subd. 9. (1) “or purposes of this subdivision the term

30 "mortgagee" shall mean all state banks and trust companies,

31 national banking associations, state and federally chartered

32 savincs and loan associations, mortgage banks, mutual savings

33 banks, insurance companies, credit unions or assignees of the

34 above. Each mortcacee recuirinc fur.cs of a mortcacor to be paid

35 into an escrow agency or similar account for the payment of

36 taxes or insurance premiums with respect to a mortgaged one to

t*
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Alqf'ka borowers 
fume as accounts 
peddled Outside
BY JIM ERICKSONDaily News business reporter 1 ‘ ’• ‘

nchorage resident Leonard Ham il­
ton said he doesn't anger easily, but 
he got “ really  frosted" when earlier 

.th is  year the Outside company ser­
v ic in g  h is home loan lost his m onth­

ly mortgage paym ent. • •
“They assumed I. d idn’t  send it, and they 

did everything bu t accuse me of lying about it :. 
when I said I did,” H am ilton said. ,.-,y

.To m ake m atters worse, Hamilton said  he •/ I 
had to s tra ig h ten  out the  m istak e  over .... 
long-distance telephone lines. The local bank ■ : 
that previously handled his home loan — a 
bank H am ilton said he choose for convenience 
— transferred his A laska Housing Finance 
Corp. loan to M anufacturers Hanover Mort- - 
gage Corp. of Farm ington Hills, Mich. That 
firm  services m ore than 360,CCO home loans, - • 
and is one of the largest mortgage companies 
in the world. -

“What upsets me most is, th is is an A laska 
loan, but i t ’s being serviced outside the state , 
by someone tha t I can’t ju st go and see and 
resolve any issue I m ight have," H am ilton 
said. ■ •

H am ilton is one of hundreds of A a s k a  
homeowners who have discovered to their 
surprise tha t the bank, savings and loan, 
credit union or mortgage company they select 
to close their home loan m ay not be th e  one 
tha t services it over the years. And his is one 
of a growing litany  of com plaints about the 
service some of the giant Outside companies 
provide. • .. "V.

In sim pler tim es, homeowners borrowed 
money directly from  a local bank or m ortgage 
company. The m ortgage stayed w ith  the bank ‘ 
until i t  was paid off. . «. ,j? |

But due to changes in the financial services ^  
marketplace, lucrative home loan s e r v ic in g ^  
portfolios now are freely traded among finan--.T,’ 
ciai institutions nationwide. . •

What that means to borrowers, is an institu-^ 
tion fa r from home m ay be collecting the .
m onthly mortgage checks and handling es­
crow accounts for taxes and insurance. Hom­
eowners have no say w hether their mortgage 
w ill be sold, or to whom. Borrowers like 
Ham ilton say that, as a result, they can never 
be assured of the quality  or convenience., " 
service they w ill receive, no m atter ho:

sver

See Page H-4, SOLD OITT 
______________

C an d id ates have
, 4  

■1W ell, on e  e le c t io n  d ow n  an d  on e  to  go. T h en  
A la s k a  w i l l  h a v e  a  n ew  g o v e rn o r . D e sp ite  less  
m oney , b o th  S te v e  C o w p e r  an d  A r l i s s  S tu rg u - 
•ew sk i u p se t th e  “ k n ow n  q u a n it ie s "  h i the  
P r im a ry  e le c tion  —  d e fe a t in g  an  in cum ben t
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S©LID OUT: Practice of selling lo;
Continued from Page H-1

carefully they choose a local financial in stitu ­
tion.

The practice has become widespread both 
inside and outside A laska. As the practice has 
grown, it has touched off a controvery be­
tween homeowners who say they are entitled 
to a say in w hat happens to their mortgage 
and servicers who claim the right to sell 
m ortgages a t will.

A t the end of 1983, about S363 million in 
home loans funded by AHFC were serviced by 
Outside companies, about one out of 10 the 
agency's to tal loans.

By last Ju ly , the value of loans serviced 
Outside had increased to $888 million of the 
agency's S4.3 billion in loans. T hat’s about one 
out of five. M anufacturers Hanover alone 
accounted for more than  $547 million in AHFC 
loans.

A t least seven local lenders — Alaska 
S tatebank, F irst G uaranty  Mortgage Compa­
ny of A laska. Home Savings and Loan, Alas­
ka C ontinental Bank, Security National Bank, 
City Mortgage Corp. and A laska National 
Bank of the  N orth — now have so-called 
"pass-through” agreem ents w ith Manufactur­
ers Hanover. U ntil recently, AHFC loans 
closed by those institu tions were transferred 
autom atically  out of state, although borrow­
ers w eren’t necessarily told at closing that 
th e ir loan w ould not be serviced by an Alaska 
firm.

"There’s been a fundam ental change in the 
business in the last three years," said Don 
E lliott, controller for the Alaska Housing 
Finance Corp.

The reason is simple. Large companies like 
M anufacturers H anover can use computers 
and economies of scale to reap long-term 
profits from fees they are paid to service 
home loans, and they are w illing to pay tou 
dollar to local institu tions tha t originate the 
mortgages.

Jim  Crawford, president of Anchorage- 
based City Mortgage, said some com'panies 
w ill pay 700 percent of w hat a servicing 
portfolio would earn in a year for the right to 
take over those loans.

"And there’s no overhead. I can’t kick 
about that, and I don’t see how you car 
compete w ith  that k ind  of pricing" by keeping 
the loans.

City Mortgage, which Crawford describes 
as k ind  of a home loan superm arket, services 
some types of loans, and sells others, depend­
ing on w hat is most profitable for the compa­
ny. He said his firm  tells buyers the loan may 
be serviced elsewhere.

According to AHFC officials, many people 
are in itia lly  angry when they leam  their 
mortgage has been sold without their consent, 
but they settle  down if the Outside servicer 
does a good job.

Some people, however, have found dealing 
w ith  a large, im personal Outside company to 
be a frustrating  and sometimes costly experi­
ence.

Gary S tiller was set to close on an assum­
able AHFC loan he had already qualified for 
through a local lender. But afte r moving into 
his new home, M anufacturers Hanover abrupt­
ly  vetoed his application. Despite numerous 
frantic phone calls to the  company’s headquar­
ters, S tiller said he could not get a satisfacto­
ry  explanation of why he was turned down.

“ I never could get the boss to call me 
back," he said. His loan was la te r approved 
by  a local lender.

"W hat really upset us was, they demanded 
we send them $700 and some dollars to get a 
c red it check ,"  S tille r  said . A lthough he 
thought the price was w ay too high, Stiller 
said he sent them  the money because he knew 
his credit was good and he was anxious to 
close on the house. A fter firing off some angry 
letters, M anufacturers Hanover refunded half 
of the money.

“ I ’ll never have anything to do w ith  them 
ever again," he said.

A nother Anchorage resident, Don Seelinger, 
suffered a nightm are of foul-ups when Home 
Savings and Loan sold his mortgage to Manu­
fa c tu re r  Hanover early th is year.

The first problem  cropped up when Seelin­
ger sent off his March paym ent. Shortly 
afterw ard, Seelinger received urgent messages 
from two different departm ents a t Manufac­
tu rers Hanover. One letter, dated March 10,
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ns Outside steams Alaska borrowers
told him  h is  check had been received, but the 
company d id n ’t know w hat it was for. The 
other, da ted  March 13, notified Seelinger that 
his paym ent was overdue and his account was 
being assessed a S61 late fee. *

"I sent them  a check, and they] didn’t even 
know w h a t to do w ith it,"  he said. The 
problem w en t aw ay — Seelinger doesn't know 
exactly how  it was resolved — but nut before 
M anufacturers Hanover sent him  jam ominous 
delinquent m ortgage notice.

About tw o months * later, Seelinger got 
another nonsensical le tter from M anufacturers 
Hanover. T his time, the company ;aid A laska 
S tatebank had not provided any proof that 
Seelinger’s home had the necessary property 
insurance when the loan was transferred. 
Seelinger’s loan had been transferred  from 
Home Savings and Loan, not A laska State- 
bank. | 1

“I fin a lly  said; the hell w ith  them ," Seelin- 
ger said, " I  had to have (the insurance) when I 
bought the  ho'use, and paym ents !for it are 
included in  the house paym ent. I told them, 
’you prove th a t I don’t have it .’ "

Instead, Seelinger said the company pur­
chased a policy for him  at a cost of inore than 
$1,000 annually , even though he already was 
covered b y  a policy cosv.ing $320 annually. 
They sent him  a bill, which he has never paid.

R epresentatives for M anufacturers H anover 
said they  resolved the problem - when Seelin­
ger furnished proof of insurance. They can­
celed the $1,000 policy and stopped billing 
him. I

But Seelinger isn’t exactly satisfied.
“Had I h ad  any indication th is was going to 

happen to  me I would have done things 
d ifferently . . .  in the future, I have got to 
have the assurance (from the bank  that closes 
the loan) th a t  they won’t tran sfer it out of the 
state of A lask a ."

That assurance, except in ra re  cases, cannot 
be given, said  Janet F rank ,-residential finance 
director fo r  the Mortgage Bankers Associa­
tion, a n a tio n al industry  group.

"The po in t is, these things are freely 
transferable, and they need to be for the.good 
of the in stitu tio n  involved," F rank baid. 
Banks, savings and loans and other lenders

have the rig h t to sell servicing portfolios, she 
said, and m u st be able to do so if they need 
cash.

Ralph M iller, a M anufacturers Hanover 
senior vice p resident, acknowieged th a t his 
company som etim es bobbles transactions. He 
m aintained h is  com pany’s record is as good as 
any, and th a t  in m any cases the  problems 
originate w ith  the selling institution, not 
M anufacturers Hanover.

"When you  look a t the num bers we deal 
with, you h av e  to recognize there are going to 
be some problem s. You have to anticipate 
them and do w h a t you can to fix them . I th ink  
we do a real good job in tha t respect."

AHFC d oesn ’t  have statistics to directly 
measure the perform ance of Outside vs. in-, 
state loan servicers.

Elliott n o ted  ju st because a  conmany is 
located out of s ta te  doesn’t mean it does a bad 
job handling local mortgages. For example, 
the delinquency ra te  for loans handled by 
Spokane M ortgage Co. is 6.26 percent, less 
than the o v era ll average of all AHFC servic­
ers of 9.92 percent. By comparison, the delin­
quency ra te  a t  M anufacturers Hanover is 13.19 
percent, h igh  enough to result in the suspen­
sion of the com pany from servicing any new 
AHFC loans u n til the ra te  is reduced.

The p rob lem  has placed AHFC in the 
position of try in g  to  balance the needs of 
borrowers an d  lenders. AHFC can bounce 
from the program  companies th a t do not 
provide an acceptable level of service, and the 
agency requ ires each Outside servicer to have 
an in-state representative. Disgruntled hom­
eowners sa id  local reps act as little  more than 
mail drops and  are ineffective in problem- 
solving.

But L ehr said the agency is hesitant to 
restrict the  sa le  of AHFC loans Outside.

"I’m on th e  side of the borrow ers," Lehr 
said. "B ut I have to th ink about the lending 
community, too .” Because of the s ta te ’s trou­
bled economy, lenders m ay have cut back on 
personnel an d  can no longer handle servicing.

“Sometim es they need to sell off those 
things because they need the money p re tty

Sea Page H-5. SOLD OUT
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agriculture, services, fo reign  
investm en t and pr( tio n  
against copyright anch p a ten t 
piracy. f

Strik ing a tough bargain-

the staunpaest supporter ui a 
new rous of talks to m od­
ernize tm. 40-year-old proi v  
dures of the General Agree­
ment of Tariffs and Trade.

©iUTs Outside banks buy up loans
Continued from Page H-4

badly," L eh r said.
In some parts of the country, the practice 

has produced more than grumbling.
An u p ro a r irom  borrowers in Minnesota 

produced som e legal protection for consumers. 
The M innesota law  does nothing to restrict 
sales. M ainly, it requires proper notification 
to borrow ers when mortgages are sold, a 
service m an y  institutions already provide. It 
also m akes servicers pay $500 penalties to 
borrowers if  tax or insurance paym ents aren 't 
made on tim e, o r if the homeowner isn’t 
notified.

State Rep. Randy Phillips, R-Eagle River, 
plans to in troduce legislation next year that 
would go beyond the Minnesota law.

P hillips — whose own mortgage was sold to 
an O utside company about 18 months ago — 
said he w an ts  to give consumers the right to 
keep th e ir  loan in Alaska. Legislation now 
being researched would require companies 
contem plating the sale of a mortgage loan 
portfolio to  give each homeowner the option 
of pu lling  his mortgage from the package 
being sold.

And com panies w ith pass-through agree­
ments w ould  be required to tell borrowers 
that th e ir  m ortgage will be serviced elsewhere 
before th e  loan is closed.

“ I k n o w  the banks will come unglued" if 
the leg islation  is introduced, Phillips said. 
“But th e y ’ve got to have some social responsi­

bility."
"I th in k  people should at least be given the 

option. I 'm  paying good money for a product, 
and I expect some company loyalty  to me in 
exchange fo r  m y loyalty ."

Frank of the  Mortgage Bankers Association 
said any p lan  tha t allows individual hom­
eowners to  decide who services th e ir m ortgage 
is unrealistic, as are suggestions th a t individu­
al borrow ers can prevent a m ortgage from 
being sold by dem anding the lender sign a 
written guaran tee a t closing.

"These loans are sold in bu lk , so (loan 
underw riters) are not going to be w riting in 
little clauses tha t d ifferentiate one loan from 
another," she said.

C raw ford said the best borrow ers can do is 
find out a t  closing if the com pany plans to 
service th e  mortgage. If not, the borrow er can 
then decide w hether to choose another loan 
program o r  another lender.

No com pany can guarantee th a t it will 
service th e  loan forever, he said.

"You m ay  ta lk  to banks, and they 'll tell 
you they  a re  alw ays going to service it. But if 
their earnings go in  the toilet, they 'll sell it. I 
wouldn’t  believe anybody who said they 
won’t sell th e ir  servicing."

F rank  sa id  she thinks the reservations of 
consumers w ill ease w ith time.

"The grow th  of the industry  was a little 
faster th a n  could be supported ," she said. "I: 
will tak e  aw hile to grow into i t ."

Two candidates’styles differ
Continued from Page H-1

itiv e , q u ick -o n -th e -trig g e r 
than A rliss. His critics say 
Steve h as  a temper, while his 
advocates say, "Maybe so, but 
he m igh t yell a t some folks 
who need  yelling a t."  Arliss, 
on the o ther hand, has a 
re p u ta tio n  for being more 
cautious and analytical. Her 
critics sa y  she is more apt to 
study a problem  than "act" 
on it. H e r advocates say, 
"Maybe so, bu t she is thor­
ough and  fair."

Perhaps Cowper is more

C all m a  
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apt to s tir  the pot a little , ju s t 
to see what bubbles up, and 
then adjust his course o f ac­
tion. Sturgulewski m ay be • 
m ore ap t to th ink  lo n g e r  
about stirring the pot in  the 
fh s t place.

Both approaches are p o si­
tive or negative a ttrib u te s , 
depending on what one w an ts  
from government under v a ry ­
ing political and economic c ir­
cumstances. Perhaps the v o t­
ers’ task in November w ill be

' / ^ —DISCOUNTED— ^  
1st and 2nd 

Deeds of Trust 
Purchased 

Call Harry at 
National First 
Mort 
561

to judge the most appropriat 
tem peram ent to the demand 
of our times.

□ Mike Bradner publishes legii latlve and economic newsletters

J

Y  TROUBLED 
PROPERTY?

If you are facing foreclosure on ! 
your real estate investment.-! 
call us before you lose it. Qs \ 
Troubled Real Eslalo Evalua-.j 
lion Service (TREES) may save-4 
your investment. We wifi givejj 
you 30 minutes free court 
mg, our minimum fee ie 51 ,C 
Call today.

Counseling DivisionEdUIVESTi
INVESTMENT MANAGEMENT COPf;

V  279 -8551  k f

I r- - Ai UTS-;



Mortgage bank replies
A recent articie in the D aily News, "Sold 

out: A laska borrowers fume as accounts ped­
dled Outside," indicates the confusion and 
m isunderstanding surrounding the  mortgage 
lending process and our operations. This con­
fusion exists nationally, and m ortgage lenders 
have to accept some responsibility for it.

M anufacturers Hanover M ortgage Corpora­
tion is a mortgage bank, w hich means we 
allocate resources between an investo r and a 
homeowner seeking a mortgage loan. In turn, 
this means we have a joint responsibility  to 
guarantee investors the most secure invest­
m ent possible and to service m ortgagers as 
responsively as possible.

In A laska, and throughout th e  U.S., we and 
other m ortgage banks also buy  mortgage 
loans from financial institutions and  occasion­
ally  acquire th e ir servicing righ ts. Many 
banks and S&Ls cannot tak e  th e  risk of 
keeping their own originated loans because of 
in terest ra te fluctuations. A large num ber of 
institutions are in trouble o r have failed 
because they made loans at 6, 8, o r  10 percent 
and them  watched interest ra tes skyrocket to 
14 and 16 percent. By selling m ortgage loans 
to mortgage bankers, banks and  S&Ls not 
only receive a cash payment (which gives 
them  funds for making more loans), bu t they 
also avoid interest-related risk.

Further, m any banks and S&Ls do not have 
the resources to efficiently service their own 
m ortgage loans, an activity th a t  is both 
personnel and computer-intensive. In these 
cases, i t ’s usually more cost effective for a 
national servicer, such as MHMC, to handle 
paym ents, escrows, pavoffs, delinquencies, 
and foreclosures. For performing th is  service, 
w e’re compensated by the investor. We must 
be doing something right: We’re the fourth 
largest mortgage servicer in the U .S.

A word about foreclosure. O ur delinquency 
and foreclosure percentage is too high. This is 
cause for both concern and regret; we too are a 
m ajor financial victim of every foreclosure. 
But the reason for this problem  reflects 
directly on A laska 's present economic situa­
tion: Homeowners we and o ther institu tions 
assumed would be good credit risks have 
proven otherwise. In retrospect, our under­
w riting  procedures should have been more 
rigorous. On the other hand, the en tire  lend­
ing industry is witnessing the sam e situation 
in every energy-based economy s ta te  — which 
indicates that even the most thorough under­
w riting cannot guarantee acceptable delin­
quency rates.

We have great ra itn  in Alaska and Alas­
kans. Which is why w e’ve brought financial 
resources of Wall S treet to provide for Alaska 
housing; why we’ve established on-site servic­
ing representation in Anchorage; why we’ve 
established a major in te rn a l customer rela­
tions program to im prove our responsiveness; 
and why I and other sen ior MHMC executives 
personally answer all customer calls and 
letters addressed to us.

We’re not perfect. M istakes happen and 
w e’re working hard to correct them. But I’m 
extraordinarily  proud of our people. Last 
year, we originated tw ice as many loans as we 
did the previous year and  our payoff rate was 
10 times what it had been. Imagine how this 
unprecedented business explosion would af­
fect a local superm arket — or the air traffic 
control system! Yet w e were able to continue 
handling our business volume, instead of 
sim ply closing our A laskan operations.

Certainly, we're in  business to make a 
profit. But we’re in business in Alaska be­
cause we also perform a  service — for banks, 
savings & loans, Alaska Housing Finance, and 
ultim ately, Alaskans w ho've dreamed of home 
ownershjp.

— Warren J. Carr 
President

Mauiacturers Hanover Mortgage Corporation
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MEMORANDUM

TO: Representative Randy Phillips

ATTN: Janet Seitz

FROM: Jay Livey
Legislative Analyst

RE: Laws Regarding the Out-of-State Sale of Mortgage Loan Servicing
Portfolios
Research Request 87.018

You asked that we research the laws of other states regarding the 
out-of-state sale of mortgage loan servicing portfolios. Some mortgage
lenders sell mortgage loan servicing portfolios to other financial insti­
tutions rather than servicing all the loans that they originate. To the 
consumer, this means that a financial institution other than the origina­
tor of their loan will be responsible for collecting monthly mortgage pay­
ments as well as processing any other paperwork involved with the mortgage 
loan agreement. Currently, there are no laws in Alaska which restrict or 
regulate the out-of-state sale of these servicing portfolios.

According to Mary Pfaff of the Mortgage Bankers Association of America 
(MBAA), Minnesota is the only state that has enacted legislation concern­
ing the out-of-state sale of mortgage loan servicing portfolios. Minne­
sota law requires homeowners to be notified that their mortgage will be 
serviced by another financial institution and imposes a $500 penalty on 
mortgage servicers if they are negligent in servicing a loan.

Janet Frank, of the Mortgage Bankers Association of America, also noted 
that the Association has adopted guidelines regarding the servicing of 
mortgage portfolios. A summary of these guidelines follows:

1. Centers servicing mortgage portfolios should provide adequate 
toll-free telephone service for borrowers.

2. An efficient procedure for handling complaints should be 
established.
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3. Simple assumptions (i.e.,those not requiring permission from an 
investor) should be processed within 30 days.

4. If a borrower has an escrow account, tax and insurance bills 
received fifteen days before discount or penalty dates shculd be 
paid by those dates. An escrow analysis should be completed on 
each mortgage account annually to assure that sufficient funds 
are available for insurance and taxes.

5. All mortgage payments should be processed within twenty-four 
hours of receipt by the mortgage company.

6. If servicing is to be transferred, a notice of transfer should be 
sent to the borrower by both the old and new servicers. The 
notice should provide all the information needed by the borrower 
to guarantee the efficient transfer of the servicing including: 
name, address and phone number of new servicer, the effective 
date of the transfer, instructions concerning interim payments 
and the name of a contact individual associated with the new 
servicer.

We have been waiting to receive a copy of the Minnesota law pertaining to 
the out-of-state sale of portfolios befcre completing this memorandum. 
This law has not yet arrived; we will send you a copy when it does. In 
the meantime, you should be able to obtain a copy directly from Lucille 
Steets, President of the Alaska Mortgage Bankers Association. She can be 
reached in Anchorage at the National Bank of Alaska (265-2860). Also, a 
copy of the MBAA guidelines has been attached to this memorandum.

I hope that this information is useful. If you require additional 
research, please do not hesitate to contact us.

JL

Attachment
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MORTGAGE BANKERS ASSOCIATION OF AMERICA 

Mortgage Servicing Guidelines

This document suggests general guidelines for the 
performance of residential mortgage servicing. The Mortgage 
Bankers Association of America recommends adherence to these 
guidelines whenever possible. It recognizes however that the 
practice of individual mortgage companies may vary for one or 
more reasons, including local custom or regulations, the 
pressure of year-end volumes, the impact of large transfers of 
servicing, or the nonperformance of third-party vendors. In 
recommending adoption of these guidelines, the MBA recognizes 
that meeting the time frames for performance described herein 
may not always be possible. The time frames do, however, 
represent general guidelines of practice.

Customer Service

Mortgage companies' servicing centers should provide 
adequate local, toll-free or collect-call telephone service for 
mortgagors. Recognizing that every company will experience 
periods of peak telephone volume (which will cause mortgagors to 
get a busy signal), the number of incoming telephone lines 
should be adequate to handle the average volume of calls.

Complaint Procedi..es

In any customer-related buf.iness, there are complaints. 
Every company should have a well-thought-out procedure for 
handling complaints promptly. Although some matters are complex 
and therefore slow to resolve, complaint procedures should 
provide (1 ) for an initial response to the mortgagor, 
acknowledging the matter within five (5) business days, (2) for 
continuous follow-up until the matter is resolved, (3) for 
notice of the resolution of the matter to the mortgagor, and (4) 
for regular reporting to senior management on the volume and 
nature of complaints.

Regulatory agencies also receive inquiries and 
complaints. To facilitate the agencies' role as conduits, 
mortgage companies should designate individuals to expedite 
regulators' issues. Individuals so designated should have the 
authority and resources available to resolve such complaints.
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Discharge (Payoff)

Mortgage companies should make a good-faith effort to 
process mortgage discharges by sending completed documentation 
to the mortgagor or by filing documentation in accordance with 
state regulations within thirty (30) days (or as otherwise 
required hy law). If documents are not available, or if a 
temporary backlog exists, companies should make a good-faith 
effort to satisfy their obligation to mortgagors by the use of 
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for 
discharge information should be answered within five (5) 
business days.

Assumption Processing

When all necessary information has been received from 
buyer and seller; a simple assumption (which does not require 
permission from an investor or processing of an application) 
should be processed within thirty (30) days.

More complex assumptions— those on which the interest rate 
adjusts to market rate or that require an investor's 
permission--cannot be processed on a fixed schedule. Mortgage 
companies are nevertheless responsible for handling these 
assumptions promptly, apprising mortgagors of delays outside of 
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at 
least five (5) days before their first payment is due. All data 
required to properly service a mortgage should be entered into 
the mortgage company's records within twenty (20) days of the 
due date of the first payment,

Whenever servicing is transferred to e. new servicer, 
notice r 7 the transfer of servicing should be received by the 
mortgager at least five (5) days before the due date of the 
mortgagor's next scheduled payment. If notice of transfer of 
servicing is not given in a timely fashion, the mortgagor's 
payment should be accepted, receipt of payment and a. notice of 
transfer of servicing should be sent to the mortgagor; and the 
payment, should be remitted to the new servicer.
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Payment of Mortgagor's Taxes and Hazard Insurance

For mortgagors with escrow (impound) accounts, the 
following standards apply: Tax bills received fifteen (15) days
before discount or penalty dates should be paid on or before 
those dates. Hazard insurance bills received fifteen (15) days 
before the due date of payment should likewise be paid on or 
before the due date.

Mortgage companies are responsible for tax penalties and 
insurance cancellations, except in cases where a mortgagor has 
received a bill and has failed to remit it to the mortgage 
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses 
resulting from nonpayment or delinquent payment of a mortgagor's 
taxes or insurance premiums caused by the negligence of the 
mortgage companies' employees or 'by procedural omissions. As a 
measure of protection for mortgagors and investors, mortgage 
companies should maintain insurance coverage for errors and 
omissions consistent with the standards of the Federal National 
Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes 
and insurance premiums, mortgage companies should perform a 
complete escrow (impound) analysis on every mortgagor's escrow 
(impound) account at least once a year. The analysis should 
clearly show how the new payment amount has been calculated and 
should be received by the mortgagor at least ten (1 0 ) days 
before the effective date of changes in payment.

Mortgage companies should not insist that mortgagors remit 
a changed payment amount while the companies are conducting 
research in response to a substantive objection to escrow 
(impound) analysis. By this guideline, temporary suspension of 
a payment change does not apply, for example, when a mortgagor 
objects to the need for an escrow (impound) account or to the 
standard industry method of calculating escrow (impound) 
payments.

Payment Processing

On a nonaccelerated mortgage, if a mortgage payment is 
made in an amount equal to the current monthly payment, or in an 
amount equal to the current monthly payment plus the amount of 
past-due payments along with accrued late charges, it should be 
processed within twenty-four (24) hours of receipt by the 
mortgage company. A late charge should not be assessed if full 
payment has been received before the date late charges are 
authorized in the mortgage documents.
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Forbearance

Mortgage companies should not institute foreclosure action 
while investigating a reasonable customer dispute concerning 
payments received. Forbearance from foreclosure is not urged 
when a chronically delinquent mortgagor appears to be raising 
the issue only to forestall foreclosure action. If the mortgage 
company has made an error concerning payment, it will seek to 
ensure that, the customer's credit rating is not affected, by 
correcting payment records and, if needed, by correcting 
information already submitted to a credit-reporting agency or to 
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers 
have a responsibility to each other and to the mortgagors whose 
loans are transferred. In such transactions, mortgage companies 
should have a contract that details their several 
responsibilities and provides a timetable for completing 
agreed-upon tasks. In undertaking large transfers, sellers and 
buyers should make certain that sufficient manpower and 
facilities are dedicated to the transfer to ensure that their 
obligations to one another and to mortgagors are met. The 
following is a list of the principal responsibilities of sellers 
and buyers:

Sellers' Responsibilities. It is recommended that sellers 
should:

1. Send a notice of transfer of servicing to mortgagors,
which includes:

o The effective date of transfer to the buyer;

o The new servicer's name, address, and telephone number 
(toll-free number, if available);

o The name of a referral person or department in they 
buyer's company;

o Instructions concerning interim payments (until notice 
of the transfer of servicing is sent from the buyer);

o Reassurance that the transfer of servicing does not 
affect the terms and conditions of the mortgage;
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o Information about mortgage life insurance, mortgage 
disability insurance, or any other form of optional 
mortgage insurance, if applicable.

2. Provide the hazard insurance agent or carrier with a 
notice of transfer in the form of a corrected mortgagee 
clause.

3. Notify the tax-bill service or taxing authority of the 
transfer, if applicable.

4. Notify the FHA, VA (in the case of loans in foreclosure), 
or mortgage .insurance company of the transfer.

5. Bring escrow (impound) accounts current by paying 
outstanding bills.

6. Transfer escrow (impound) balances and buydown subsidy 
funds to the buyer, together with any interest owing to 
the mortgagor.

7. Provide the following documents and information to the 
buyer, when appropriate:

o Complete loan files or photocopies and/or microfiches 
of loan files;

o Insurance policies or certificates and related 
correspondence, including any pending loss claims;

o Contracts with a tax-bill service or a listing of 
tax-service contract numbers, if applicable;

o Servicing history, such as the last twelve months' 
payments and disbursements and the last escrow 
analysis;

o Collection history on all loans;

o Foreclosure information on loans transferred during the 
foreclosure process;

o Bankruptcy information and documents;

o Pending payoff and/or assumption statements;

o Other information concerning pending items, including, 
for example, partial releases, mortgage life or 
mortgage disability claims, and any matters in 
litigation;
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o Photocopies of letters and notices concerning the

transfer of servicing addressed to mortgagors, hazard 
insurance agents and carriers, tax-bill services, the 
FHA, the VA, mortgage insurance companies, etc.

8. When the physical transfer of servicing is completed:

o Answer mortgagors' questions about the transfer;

o Forward mortgage payments daily to the buyer (for a 
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents 
relating to the transferred loans promptly.

Buyers' Responsibilities. It is recommended that buyers should:

1. Send a notice of the transfer of servicing to mortgagors,
recapitulating and elaborating on the information 
contained in the seller's notice. The buyer's notice 
should be sent concurrently with the seller's, or shortly 
thereafter.

2. Prepare for the transfer of servicing by ensuring that 
adequate facilities and staff are available to set up loan 
information from transferred files quickly.

3. Conduct a legal review of state requirements before buying
servicing, in order to ensure compliance with state laws,

• statutes, and regulations and with industry standards for
servicing.

4. When the transfer of servicing is completed:

o Respond to mortgagors' questions and requests
concerning payoffs, assumptions, year-end statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone 
calls), etc. (A buyer should make every effort to 
avoid referring mortgagors back to the previous 
servicer. If a mortgagor's request cannot be honored 
without recourse to the seller, it is the buyer, not 
the mortgagor, who should communicate with the seller);

o Handle questions from insurance agents or carriers, 
taxing authorities, government agencies, etc.;
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o Practice forbearance with mortgagors when sorting out 
transfer-related problems (delinquencies, the 
assessment of late charges).

Training

Mortgage companies should provide training to all 
employees, so that they do their work well and are able to 
provide informed service to mortgagors.
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R E S O L U T I O N

S U B J E C T :   M o r t g a g e  S e r v i c i n g  G u i d e l i n e s

B E  I T  R E S O L V E D  T E A T :

T h e  M o r t g a g e  B a n k e r s  A s s o c i a t i o n  o f  A m e r i c a  r e c o g n i z e s  t h a t  
t h e  a t t a c h e d  M o r t g a g e  S e r v i c i n g  G u i d e l i n e s  g e n e r a l l y  d e s c r i b e  
p r o p e r  r e s i d e n t i a l  m o r t g a g e  s e r v i c i n g  a n d  t h e r e f o r e  r e c o m m e n d s  
a d h e r e n c e  t o  t h e s e  g u i d e l i n e s  b y  i t s  m e m b e r s h i p .

E X P L A N A T I O N :

R e c e n t  a t t e m p t s  b y  s t a t e  l e g i s l a t o r s  t o  r e g u l a t e  c e r t a i n  a s p e c t s  
_ o f  m o r t g a g e  s e r v i c e r s '  r e l a t i o n s h i p s  w i t h  t h e i r  c u s t o m e r s  

p r o m p t e d  t h e  S e r v i c i n g  C o m m i t t e e  a n d  S t a t e  a n d  b o c a l - TftBA" 
L i a i s o n  C o m m i t t e e  t o  r e c o m m e n d  t h e  e s t a b l i s h m e n t  o f  u n i f o r m  
m o r t g a g e  s e r v i c i n g  g u i d e l i n e s .  A  g r o u p  c o m p r i s e d  o f  m e m b e r s  
f r o m  b o t h  o f  t h e s e  c o m m i t t e e s  d r a f t e d  t h e  a t t a c h e d  d c c u m e n t .  
T h e s e  M o r t g a g e  S e r v i c i n g  G u i d e l i n e s  a r e  i n t e n d e d  a s  a  s e t  o f  
s u g g e s t e d  b u s i n e s s  p r a c t i c e s  t h a t  t h e  i n d u s t r y  s h o u l d  s t r i v e  
t o  m e e t  in  o r d e r  t o  p r o t e c t  i t s  c u s t o m e r s  a n d  p r o t e c t  t h e  i n d u s t r y  
f r o m  u n n e c e s s a r y  r e g u l a t i o n .
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MORTGAGE BANKERS ASSOCIATION OF AMERICA

Mortgage Servicing Guidelines

This document suggests general guidelines for the 
performance of residential mortgage servicing. T h e‘Mortgage 
Bankers Association of America recommends adherence to these 
guidelines whenever possible. It recognizes however that the 
practice of individual mortgage companies may vary for one or 
more reasons, including local custom or regulations, the 
pressure of year-end volumes, the impact of large transfers of 
servicing, or the nonperformance of third-party vendors. In 
recommending adoption of these guidelines, the MBA recognizes 
that meeting the time frames for performance described herein 
may not always be possible. The'time frames do, however, 
represent general guidelines of practice.

Customer Service

Mortgage companies' servicing centers should provide 
adequate local, toll-free or collect-call telephone service for 
mortgagors. Recognizing that every company will experience 
periods of peak telephone volume (which will cause mortgagors to 
get a busy signal), the number of incoming telephone lines 
should be adequate to handle the average volume of calls.

Complaint Procedures

In any customer-related business, there are complaints. 
Every company should have a well-thought-out procedure for 
handling complaints promptly. Although some matters are complex 
and therefore slow to resolve, complaint procedures should 
provide (1 ) for an initial response to the mortgagor, 
acknowledging the matter within five (5) business days, (2) for 
continuous follow-up until the matter is resolved, (3) for 
notice of the resolution of the matter to the mortgager, and (4 ) 
for regular reporting to senior management on the volume and 
nature of complaints.

Regulatory agencies also receive inquiries and 
complaints. To facilitate the agencies' role as conduits, 
mortgage companies should designate individuals to expedite 
regulators' issues. Individuals so designated should have the 
authority and resources available to resolve such complaints.
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Pace 2

Discharce (Pavoff)

Mortgage companies should make a good-faith effort to 
process mortgage discharges by sending completed documentation 
to the mortgagor or by filing documentation in accordance with 
state regulations within thirty (30) days (or as otherwise 
required by law). If documents are not available, or if a 
temporary backlog exists, companies should make a good-faith 
effort to satisfy their obligation to mortgagors bv the use of 
alternatives, such as estoppel certificates.

Written requests from mortgagors (or their designees) for 
discharge information should be answered within five (5) 
business days.

Assumption Processing

When all necessary information has been received from 
buyer and seller; a simple assumption (which dees not require 
permission from an investor or processing of a.) application) 
should be processed within thirty (30) days.

More complex assumptions--those on which the interest rate 
adjusts to market rate or that require an investor's 
permission— cannot be processed on a fixed schedule. Mortgage 
companies are nevertheless responsible•for handling these 
assumptions promptly, apprising mortgagors of delays outside of 
their control.

New-Loan Processing

Payment instructions should be provided to mortgagors at 
least five (5) days before their first payment is due. All data 
required to properly service a mortgage should be entered into 
the mortgage company's records within .twenty (2 0 ) days of the 
due date of the first payment.

Whenever servicing is transferred to a new servicer, 
notice of the transfer of servicing should be received by the 
mortgagor at least five (5) days before the due date of the 
mortgagor's next scheduled payment. If notice of transfer of 
servicing is not given in a timely fashion, the mortgagor's 
payment should be accepted, receipt of payment and a notice of 
transfer of servicing should be sent to the mortgagor; and rhe 
payment, should be remitted to the new servicer.

9
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Pavment of Mortoacor's Taxes and Hazard Insurance

C

days
For mortgagors with escrow (impound) accounts, the 

following standards apply: Tax bills received fifteen (15)
before discount or penalty dates should be paid on or before 
those dates. Hazard insurance bills received fifteen (15) days 
before the due date of payment should likewise be paid on or 
before the due date.

Mortgage companies are responsible for tax penalties and 
insurance cancellations, except in cases where a mortgagor has 
received a bill and has failed to remit it to the mortgage 
company within fifteen (15) days of the due date.

Mortgage companies are plainly responsible for losses 
resulting from nonpayment or delinquent payment of a mortgagor's 
taxes or insurance premiums caused by the negligence of the 
mortgage companies' employees or by procedural emissions. As a 
measure of protection for mortgagers and investors, mortgage 
companies should maintain insurance coverage for errors and 
emissions consistent with the standards of the Federal National 
Mortgage Association.

To ensure that sufficient funds are accrued to pay taxes 
and insurance premiums, mortgage companies should perform a 
complete escrow (impound) analysis on every mortgagor's escrow 
(impound) account at least once a year. The analysis should 
clearly show how the new payment amount has been calculated and 
should be received by the mortgagor at least ten (1 0 ) days 
before the effective date of changes in payment.

i

Mortgage companies should not insist that mortgagors remit 
a changed payment amount while the companies are conducting 
research in response to a substantive objection to escrow 
(impound) analysis. By this guideline, temporary suspension of 
a payment change does not apply, for example, when a mortgagor 
objects to the need for an escrow (impound) account or to the 
standard industry method of calculating escrow (impound) 
p ay m e n t s .

Payment Processing

On a nonaccelerated mortgage, if a mortgage payment is 
made in an amount equal to the current monthly payment, or in an 
amount equal to the current monthly payment plus the amount of 
past-due payments along with accrued late charges, it should be 
processed within twenty-four (24) hours of receipt by the 
mortgage company. A late charge should not be assessed if full 
payment has been received before the date late charges are 
authorized in the mortgage documents.



Pace 4 (
Forbearance

Mortgage companies should not institute foreclosure action 
while investigating a reasonable, customer dispute concerning 
payments received. Forbearance from foreclosure is-not urged 
when a chronically delinquent mortgagor appears to be raising 
the issue only to forestall foreclosure action. If'" the mortgage 
company has made an error concerning payment, it will seek to 
ensure that the customer's credit rating is not affected, by 
correcting payment records and,'if needed, by correcting 
information already submitted to a credit-reporting agency or to 
another lender.

Transfers of Servicing

When making transfers of servicing, sellers and buyers 
have a responsibility to each other and to the mortgagors whose 
loar.s are transferred. In such transactions, mortgage companies 
should have a contract that details their several 
responsibilities and provides a timetable for completing 
agreed-upon tasks. In undertaking .large transfers, sellers and 
buyers should make certain that sufficient manpower and 
facilities are dedicated to the transfer to ensure that their 
obligations to one another and to mortgagors are met. The 
following is a list of the principal responsibilities of sellers 
and buyers:

Sellers' Responsibilities. It is recommended that sellers 
should:

1. Send a notice of transfer of servicing to mortgagors,
which includes:

o The effective date of transfer to the i :yer;

o The new servicer's name, address, and telephone number
(toll-free number, if available);

o The name of a referral person or department in they
buyer's company;

o Instructions concerning interim payments (until notice
of the transfer of servicing is sent from the buyer);

o Reassurance that the transfer of servicing does not
affect the terms and conditions of the mortgage;



o Information about mortgage life insurance, mortgage 
disability insurance, or any other form of optional 
mortgage insurance, if applicable.

Provide the hazard insurance agent or carrier with a 
notice of transfer in the form of a corrected mortgagee 
c l a u s e .

Notify the tax-bill service or taxing authority of the 
transfer, if applicable.

Notify the FHA, VA (in the case of loans in foreclosure), 
or mortgage insurance company of the transfer.

Bring escrow (impound) accounts current by paying 
outstanding bills.

Transfer escrow (impound) balances and buydcwn subsidy 
funds to the buyer, together with any interest owing to 
the mortgagor.

Provide the following documents and information to the 
buyer, when appropriate:

o Complete loan files or photocopies and/or microfiches 
of loan files;

o Insurance policies or certificates and related
correspondence, including any pending loss claims;

o Contracts with a tax-bill service or a listing of 
tax-service contract numbers, if applicable;

o Servicing history, such as the last twelve months' 
payments and disbursements and the last escrow 
analysis;

o Collection history on all loans;

o Foreclosure information on loans transferred during the 
foreclosure process;

o Eankrupv y information and documents;

o Pending payoff and/or assumption statements;

o Other information concerning pending items, including, 
for example, partial releases, mortgage life or 
mortgage disability claims, and any matters in



o Photocopies of letters and notices concerning the
transfer of servicing addressed to mortgagors, hazard
insurance agents and carriers, tax-bill services, the 
F H A , the VA, mortgage insurance companies, etc.

8 . When the physical transfer of servicing is completed:

o Answer mortgagors' questions about the transfer;

o Forward mortgage payments daily to the buyer (for a
period of at least thirty (30) days);

o Forward correspondence, bills, receipts, and documents 
relating to the transferred loans promptly.

3uyers' Responsibilities. It is recommenced that buyers should:

1. Send a notice of the transfer of servicing to mortgagors, 
recapitulating and elaborating on the information 
contained in the seller's notice. The buyer's notice 
should be sent concurrently with the seller's, or shortly 
thereafter.

2 . Prepare for the transfer of servicing by ensuring that 
adequate facilities and staff are available to_set up loan 
information from transferred files quickly. .

3. Conduct a legal review of state requirements before buying
servicing, in order to ensure compliance with state laws, 
statutes, and regulations and .with industry standards for 
servicing.

4. When the transfer of servicing is completed:

o Respond to mortgagors' questions and requests
concerning payoffs, assumptions, year-end statements,
servicing practices (e.g., procedures for making
payments, acceptance of toll-free or collect telephone 
calls), etc. (A buyer should make every effort to 
avoid referring mortgagors back to the previous 
servicer. If a mortgagor's request cannot be honored 
without recourse to the seller, it is the buyer, not 
the mortgagor, who should communicate with the seller);

c Handle questions from insurance agents or carriers, 
taxing authorities, government agencies, etc.;


