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Currently, house inspections are generally paid for by the 
buyer pursuant to a contingency contained in the Earnest Money 
Agreement made at his request. This proposal shifts the cost of 
the inspection to the seller, and mandates that the inspection will 
be performed in essentially all cases, rather than only in those 
instances where the buyer is sufficiently sophisticated to request 
an inspection.

IV. EVALUATION

Initially, this proposal may somewhat delay sales, in part 
because of the need for additional inspectors. We believe that 
sufficient qualified inspectors are or can be available to meet the 
demand. Rather than an additional licensing bureaucracy for 
inspectors, we propose that State licensed architects and 
engineers, whose certification already demonstrates general 
familiarity with construction, would be authorized to perform the 
inspections without further certification12. We anticipate that 
those engineers or architects who are not reasonably well qualified 
to do inspections (for example, petroleum engineers) would be 
disinclined to do them, and would be dissuaded by liability risks 
and their professional malpractice insurers from doing so.

In 1989, Texas adopted legislation licensing home inspectors 
who complete a 90-class hour training program and successfully 
complete a written examination in the field1*. See Tex. Civ. Code 
§ 535.202 (Licensed Real Estate Inspectors), attached hereto as 
Exhibit ,IH. There appears to be no requirement that a licensed 
inspector inspect a property prior tc a sale; however, no one can 
hold himself out as a house inspector without a license. Licensees 
each pay $250.00 into a real estate inspection recovery fund which 
may pay some or all of the liability of a negligent inspector.

Until the seller decides to perform the repairs set forth in 
the report, the attempt to sell the property would be suspended. 
The real estate agent would not wish to waste time attempting to 
sell the property, if financing would not be available and the 
seller will not commit to performing the repairs. If the repairs 
are completed or the seller commits to having them done as part of 
the sale, then the matter could move forward. I am proposing that 
there be an upper limit on the repairs necessary to finance the 
sale of the home, below which the statute deems the repairs to be 
immaterial. If the upper limit is $2,0U0.00, then to the extent 
that there are in aggregate less than $2,000.00 worth of minor 
repairs, the seller and buyer can negotiate for the value, but the

12See Exhibit "11", "A Home Buyer's Guide to Environmental 
Hazards".

13See Exhibit "12", Texas Civil Code §535.202 (Licensed Real 
Estate Inspectors).
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appraiser and lender should not care. If the repair is a single 
$1,500.00 item that happens to be the furnace, then this would have 
to be repaired. Some repairs are cosmetic, while others go to the 
habitability of the property14.

The real estate brokers and appraisers we have contacted 
regarding this proposal have indicated tentative support for it15. 
We believe that the proposal can be developed into a form that will 
win the broad-based support of most of the significant players in 
the real estate industry, including brokers, appraisers, mortgage 
insurers and lenders. We acknowledge that those lenders currently 
holding a large inventory of unsold houses may disapprove of the 
proposal. These institutions, however, like others in the 
industry, will stand to benefit in the long run from a housing 
market free of defective houses.

Respectfully Submitted,

LAW OFFICES OF WILLIAM L. McNALL

By:_____________________
William L. McNall

WLM/kdm

14Subject to secondary market requirements.

15See Exhibit "13", ADpraisal Report and Comment. See also. 
Reynolds v. U . S . . 643 F.2d 707; Kjpf v. U . S . . 501 F.Supp. 110
(U.S.D.C. Mont. 1980); Alva v. Cloninaer. 277 S.E.2d 535 (N.C.App. 
1981).
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Testimony

of

A1 Haslebacher, President 

Spokane District Farm Credit Council 

Relative to 

Alaska HB 398 

before the House Labor & Commerce Committee

2-26 -92

The Spokane District Farm Credit Council (SDFCC) is a t.3de 

association formed to safeguard the legislative interests of its

members: the Farm Credit Bank of Spokane; its distribution arm,

Northwest Far m  Credit Services, an Agricultural Credit Association; 

and member cooperatives in the Pacific Northwest.

The Twelfth Farm Credit District has over $2 billion in loans to 

farmers, ranchers, and cooperatives in the states of Alaska, Idaho,

Montana, Oregon, and Washington. We wish to be on record as opposing

HB 398. Wh i l e  we understand that there has been no action on this 

bill to date, we wish the committee to be aware of our concerns.

The Farm Credit System and the Twelfth District have had many costly 

"borrowers rights" obligations imposed as a result of the Agricultural 

Credit Act of 1987. At the same time, we are under strong pressures 

to reduce costs of operations. We believe that additional 

state-imposed obligations will increase costs at a time in our 

"recovery cycle" when all options for reduced costs must be explored. 

Increases in costs of operations tend to reduce availability of credit 

in areas wh e r e  business volume is low. Therefore, we ask that the 

Farm Credit Bank and itss association be exempted as federal 

i n s t r u m e n t a l i t i e s .

If you have need of further information, please feel free to call me 

at (509) 838-9207.
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BEVINS v. BALLARD
Cite as. Alaska. 6SS P-2d 757

Alaska 757
an  e lem en t o f th e  re la tiv e  n a tu re  o f th e  
w ork te s t. T hus, only  if  i t  is d e term in ed  
th a t  K roll acted  as an  em ployer in th e  
course o f his co n stru c tio n  activ ities m ay 
D onald reasonab ly  be said  to  have been 
en gaged  in w ork w hich w as "a  reg u la r p a r t  
of th e  em ployer’s re g u la r  w ork ." Ostrem v. 
Alaska Workmen's Compensation Board, 
511 P.2d a t  1063.*

[5] F o r  purposes of th e  A ct, r \  em ploy­
e r  is d e fined  as “a  person  em ploying one o r 
m ore persons in connection  w ith  a  business 
o r in d u s try  com ing w ith in  th e  scope o f th is  
ch a p te r ."  A S 23.30.265(12). T he B oard 
s ta te d  in th is  reg a rd :

T he defin itio n  o f subsection (12) ‘in 
connection  w ith  a  business o r in d u stry  
com ing w ith in  th e  scope o f th is  c h a p te r’ 
is in te rp re te d  to  m ean  all business or 
industry is to be considered as covered by 
tbe Act and  th a t  in te rp re ta tio n  would 
follow  L arso n ’s v/hich includes ev ery  p e r­
son in th e  service o f an o th e r  u n d e r con­
tra c t .  [E m phasis added .]
T he B o ard ’s broad co nstru ction  of A S 23.- 

30.265(12) fa ils  to  g ive p ro p er w e ig h t to  th e  
s ta tu to ry  lim ita tio n  to  em ploy m en t re la ­
tionships " in  connection w ith  a  business o r 
in d u stry ."  In  L arso n 's  term s,* th e  policy 
q uestion  is w h e th e r K ro ll’s construction  ac­
tiv ity , e ith e r  by  itse lf  o r as an  e lem en t of 
his re n ta l ac tiv ities ,7 w as a p ro fit-m ak in g  
en te rp rise  which o u g h t to  b e a r th e  costs o f 
in ju rie s  incu rred  in th e  business, o r w as th e  
co nstru c tion  ac tiv ity  sim ply  a co st-cu ttin g  
sh o rtc u t in w h a t w as basically  a consump­
tive and  no t a  productive roll p layed by 
Kroll.*

W e conclude th a t  th e  B oard 's s ta te m e n t 
w ith  resp ec t to the  p a ra m e te rs  of th e  sta tu*

5. The concept of "regular w ork” as used in 
Ostrem  as p a n  of the te-n for differentiating
betw een employees and independent contrac­
tors Is a subclass of "business” as used in AS
23.30.265(12). W hether a person engages in a 
"business" w ithin the m eaning of AS 23.30.- 
265(12), is re 'evant for pui poses of determ ining 
the "extent to which claim ant’s work is a regu­
lar p an  of the em ployer's regular work." O s­
trem, 511 P.2d a t 1063. The Board's first obli­
gation is to ascenain  the nature of the panicu- 
lar business enterprise In which the injury a l­
legedly occurred, and then  to  determ ine wneth-

to ry  de fin itio n  o f an  em ployer reflects an  
erro neo us s ta n d a rd  o f law . A s a  resu lt, th e  
th reshh o ld  issu e  o f w h e th e r K roll’s con­
s tru c tio n  a c tiv ity  was su ffic ien t to  estab lish  
his s ta tu s  os an  em ployer m u st also be 
rem an d ed  to  th e  B oard fo r fu r th e r  roi.sid- 
eration.*

R E V E R S E D  and R E M A N D E D .

(o  |  KtTNUMaeansttM

M ax B E V IN S  an d  Jo h n so n -B ev in s  Inc ., 
d / b / a  S t a r  R ea lty , A p p e llan ts ,

v,

D avid  L . B A L L A R D  a n d  L in d a  K. 
B a lla rd , A ppellees.

N o. 4571.

S u p rem e C o u rt of A laska.

N ov. 19, 1982.

P u rc h a se rs  b ro u g h t action ag a in s t v e n ­
do rs an d  rea l e s ta te  b ro k er a lleg ing , in p a r t ,  
in te n tio n a l a n d  n e g lig e n t m isrep resen ta tio n  
in d esc rib in g  condition  of w ell on p ro p erty . 
T he S u p erio r C ourt, T h ird  Ju d ic ia l D is tric t, 
A n cho rage, E b en  H. Lew is, J . ,  ren d ered  
ju d g m e n t, in fa v o r o f pu rchasers, and b ro ­
k e r  ap pealed . T he S u prem e C ourt, B urke, 
J ., held  th a t :  (1) tr ia l co u rt’s dism issal o f 
p u rch ase rs ' neg ligence claim ag a in s t rea l 
e s ta te  b ro k e r precluded b ro k e r’s liab ility  
fro m  re s tin g  on  a n eg lig en t rep re se n ta tio n

cr the work being done by the claim ant is a 
regular p a n  of that business.

6. See  1C A. Larson, supra note 2, § 50.21.

7. Id. at § 50.2-?.

8. Id. at § 50.21. at 9-70 to 9-71 & nn. ■* and 5. 
But see Donald v. Whatley. 3-16 So.2d 895 
(Miss. 1977).

9. Burpess Constr. Co. v. Smal'wod.  623 P.2d 
312. 317 (A laska 1981).
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th eo ry , even though  p o stju d g m e n t am end­
m en ts  a re  allow ed to conform  issues tried  to 
ev idence, w h ere , su bseq uen t to  dism issal, 
n e ith e r  p a r ty  a rgued  n e g lig e n t m isrepre­
sen ta tio n  in tr ia l briefs, co u rt and  p arties  
tre a te d  case as one involving innocen t m is­
rep re sen ta tio n s , and b ro ker n e ith e r express­
ly n o r im pliedly consented to try in g  negli­
g ence claim , b u t  (2) real e s ta te  b roker who 
m ade m a te ria l m isrepresen ta tion  to p u r­
ch asers as to  condition o f well on un im ­
proved  p ro p e rty  was liab le to  purchasers, 
even  though  rep resen ta tio n  w as i nocently 
m ade.

A ffirm ed .
Connor, J . ,  dissented in p a r t  and  filed 

a n  opinion in which R abinow itz, J ., joined.

1. N eg lig e n ce  * = 2
In  d e te rm in in g  w h e th e r d u ty  ex ists to  

provide ac c u ra te  in form ation  once sp eaker 
u n d e rta k es  to  speak, fac to rs  to  consider a re  
w h e th e r  sp e a k e r  had know ledge, o r its  
eq u iva len t, th a t  in fo rm ation  w as desired 
fo r  serious pu rpose  and th a t  lis ten er in ten d ­
ed to  rely  upon it, fo reseeab ility  o f harm , 
d e g ree  of c e r ta in ty  th a t  l is ten e r would su f­
fe r  ha rm , d irectness of cau sa tio n , and policy 
o f p re v e n tin g  fu tu re  ha rm .

2. B ro k e rs  «s=* 102
In  land  sales con tex t, d u ty  to  provide 

a cc u ra te  in fo rm ation  w hen rea l e s ta te  bro­
k e r  u n d e rta k es  to  speak can  arise  w hen 
b ro k e r becom es aw are o f suspicious fac ts 
re g a rd in g  his o r her rep resen ta tio n s, o r 
w h en  p u rch ase r makes a ffirm a tiv e  inquiry  
an d  b ro ker fa ils  to check accuracy of subse­
q u e n t responding  rep resen ta tio n , or w hen 
co u rt d e te rm in es  th a t public policy requ ires 
b ro kers  to ui d e rtak e  ce rta in  functions.

3. P re tr ia l  P ro ced u re  *= 69 3
T rial c o u rt 's  dism issal o f purchasers ' 

negligence claim  ag a inst rea l e s ta te  broker 
precluded  b ro k er's  liability  fo r m isrepresen­
ta tio n s  from  res tin g  on a neg lig en t rep re ­
sen ta tio n  th eo ry , even tho ugh  postjudg- 
m c n t am en d m en ts  are  allow ed to conform  
issues tried  to  evidence, w here, subsequen t

* Dimond, Senior Justice, sitting by assignment 
made pursuant to article IV, section 11 of the

to  dism issal, n e ith e r p a rty  a rg u ed  neg lig en t 
m isrep resen ta tion  in tria l b rie fs , co u rt and  
p a rtie s  tre a te d  case as one involving inno­
cen t misreprc-'*,n ta tions , and  b ro k er n e ith e r 
expressly  no r im pliedly consen ted  to try in g  
negligence claim.

4. V endo r an d  P u rc h a se r  *= 3 7 (1 )
V endors gu ilty  of even innocen t m is­

rep resen ta tio n  can no t hide behind  doctrine  
o f c av ea t em p to r because vendors a re  p re ­
sum ed to know  c h a rac te r an d  a ttr ib u te s  o f 
land conveyed and pu rchasers a re  conse­
q u en tly  en titled  to  rely  on vendors’ reasona­
ble rep resen ta tio ns.

5. F ra u d  *= 13(2)
O w ner o f land  m u st be bo th  tru th fu l 

and  inform ed in m aking  an y  re p re se n ta ­
tions, fo r fra u d  includes p re ten se  o f know l­
edge w here th e re  is none.

6. B ro k e rs  *= 10 2
Policy fav o rin g  liab ility  o f  real e s ta te  

bro kers  fo r innocen t m isrep resen ta tio n  is 
founded  on recognition  th a t  pu rchasers 
should be en titled  to  re ly  on a  b ro k er's  
rep resen ta tio n s.

7. B ro k e rs  *= 106
P u rch aser who relies on a  m a te ria l m is­

rep re sen ta tio n  o f real e s ta te  b roker, even 
th o u g h  innocen tly  m ade, has a cause o f 
action  a g a in s t b ro k er.

8. B ro k e rs  *= 102
Real e s ta te  b roker who m ade m a teria l 

m isrep resen ta tion  to  pu rchasers  as to  condi­
tion of well on unim proved  p ro p erty  w as 
liab le to pu rchasers, even th o u g h  rep re sen ­
ta tio n  w as innocen tly  m ade.

F redrick  P. P e tty jo h n , A n cho rage, for a p ­
pellan ts.

Saul R. F riedm an , H edlan d , F leischer & 
Friedm an , A nchorage, fo r appellees.

B efore R A B IN O W ITZ, C .J., CONNOR. 
BU R K E, and M A TTH EW S. J J . ,  and DI- 
MOND, Senior Justice.*

Constitution of Alaska, and Alaska R.Admln.P. 
23(a).
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O P IN IO N  was vicariously liable for L ucas’s acts, an d
th a t  th e  F e rrises  w ere vicariously liable fo r 
the  actions o f th e ir  agen ts, Bevins and L u­
cas. The co m pla in t did not explicitly  a llege 
innocen t m isrepresen ta tion .

A f te r  th e  close of p la in tiffs ' evidence, th e  
tria l co u rt dism issed certa in  counts o f th e  
com plaint. F irs t,  th e  court ru led  th a t  th e  
b ro k er did not have a general d u ty  to in ­
spect the  prem ises. Second, i t  held th a t  th e  
b ro k er was not vicariously liable fo r  th e  
acts o f his em ployee, Lucas. In  a subse­
q u e n t w ritte n  decision, the co u rt fu r th e r  
ruled th a t  L ucas w as not liable. I t  then  
held th a t  B evins and th e  sellers w ere jo in tly  
and severally  liable, each w ith  a r ig h t of 
co n trib u tion  from  the  o th er fo r  any  pay­
m en t in excess o f a  pro ra ta  sh are . W hile 
both th e  se lle rs  and th e  b ro k er filed tim ely  
notice of ap peal, only Bevins, the  b roker, 
pu rsues his appeal.

The basis o f th e  b ro ker's  liab ility  is no t 
c lea r/ The c o u rt found th a t  the se llers 
w ere th e  source of th e  rep resen ta tio n  th a t  
th e  w ell w as "good ," i.e., capab le  o f supp ly­
ing  th e  reasonab le  w a te r  needs of the  res i­
dents. It ru led  th a t th e  b ro k er had a  r ig h t 
to  re ly  on th e  rep resen ta tio ns, an d  th u s th e  
T ile rs  w ere liab le  (as principals) for th e  a c t  
j f  Bevins ( th e ir  b ro ker and  thu s th e ir  
a g e n t)-w h o  passed on the  m isrep re sen ta ­
t i o n . The  c o u rt also found th a t  L ucas 
passed on th e  rep resen ta tio n  in ten d in g  th a t

(i) sellers m ade the representations knowing 
they were false, for the purpose of deceiving 
plaintiffs and inducing them  to buy,

0 ) plaintiffs did rely and were induced; and. 
(k) plaintiffs were unable to discover the de­

fect until a fter purchase.
In addition, the following legal allegations 

were nv>de:
(1) Brvins owed plaintiffs a du ty  to investi­

gate the accuracy of the sellers' represen ta­
tions. and breached that duty (th is count w as 
dismissed at the close ol plaintiffs' evidence):

(2) Lucas (broker's employee) owed plain­
tiffs a duly to  investigate, and breached that 
duty;

(3) Bevins w as vicanouslv liable for ac ts of 
his employee Lucas (this count w as dism issed 
at the close of plaintiffs' evidence); and.

(4) sellers w ere vicariously liable for the acts 
of their agents, Bevins, the broker, and his 
employee. Lucas.

BEVINS v. BALLAR. Alaska 759
Cile as. Alaska. 6S5 pad 7S7

B U R K E, Ju stice .
This is an  appeal from  a  ju d g m e n t hold­

ing  a real e s ta te  broker liable fo r  certa in  
m isrep resen ta tion s m ade in  th e  course of a 
real e s ta te  tran saction .

A. F a c ts
On F e b ru a ry  3, 1975, D avid and  L inda 

B allard  purchased a lo t w ith  an unfin ished  
dw elling from  Joseph ine, P a tric ia , and  W il­
liam F erris. P rio r to th e ir  purchase, c e r­
tain  rep resen ta tio n s  w ere allegedly  m ade to  
the B a llards reg a rd in g  th e  adequacy  o f a 
well on t ’r e  p o' crty . T he p u rchaser, D avid 
B allard  who had p r -ious experience as a 
g en era l co n trac to r, i . . . im p te d  to  com plete 
'.ne ex istin g  well r  i. ,e  p ro p erty . He in ­
sta lled  a pum p an , ip ing  fro m  th e  well to  
th e  house. T he v e il, how ever, failed  to 
provide su ffic ien t w ater. A s a resu lt, th e  
B allards w ere  forced to  hau l w a te r  to th e ir  
property . T hey  su bseq uen tly  incurred  ex ­
penses o f 56,935.00 in d eepen ing  th e  well to  
an ad eq u a te  level.

B elieving them selves th e  victim s o f 
f ra u d u le n t m isrep resen ta tion s, th e  B allards 
sued th e  sellers, the  b ro k er (B evins), and an  
em ployee o f th e  broker (Lucas). T h eir com ­
p la in t a lleged , in p a rt, in ten tio n a l and  neg­
lig en t m isrep resen ta tio n .1 In  addition , i t  
alleged th a t  Bevins and  L ucas had a  du ty  to  
check th e  w ell's condition, th a t  Lucas knew  
th e re  w as no functional w ell, th a t  Bevins

I. The complaint made the following factual a l­
legations;

(a) Bevins personally inspected the property;
(b) sellers told Bevins that there was a well 

dnlled on the property;
(c) sellers failed to disclose to Bevins the 

incomplete nature of the well, with the knowl­
edge and intent that Bevins would tell potential 
buyers there w as a well;

(d) sellers represented to the broker's em ­
ployee tha t the well was finished, held 36 feet 
of standing w ater, and was capable of support­
ing the reasonable w ater needs of residents of 
the house;

(e) sellers made those representations with 
the intent that Lucas would tell the buyers;

(0  Lucas did so represent to the Ballards:
(g) the representations w ere false;
(h) Lucas made the representations with the 

knowledge they were false:
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it be relied upon; Bevins a d m itte d  to  th e  
sam e in ten t. The co urt fu r th e r  found th n t 
th e  B allards did so rely , and  th a t  th e ir  
re liance  was justified .

A lthough th e  court e a r lie r  concluded th a t

©ecu. Itov 
T hus, wo need addrcsjxtfnly  th e  neg lig en t 
and  innocen t m isrep resen ta tio n  claim s in 
th is appeal, ( b e v i n s j  liab ility  to be sus- 
ta in ed , m u st re s t on one o f these  tw o theo-
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B evins had no ge.-eral d u ty  to  inspect, i t  Q .  N e g lig en t M isrep resen ta tion )
su bseq uen tly  held th a t  a  d u ty  o f  inq u iry  
a ro se  w hen Lucas asked B evins, on  b eh a lf 
o f th e  B allards, ab ou t th e  ad equacy  of th e  
well. The co u rt concluded th a t  B evins a c t­
ed unreasonab ly  by sim ply a ssu rin g  L ucas 
th a t  it  w as a  "good w ell" ra th e r  th a n  by 
inv estig a ting . Thus B ev ins ' liab ility  a p ­
p e a rs  to  re s t on a negligence theory .

C e rta in  fac ts  are  no t co n tested :
1. T he lis ting  m entioned a  100 fo o t w ell.
2. T he well proved to  be incom plete, i.e., 

in ad eq u ate  to su p p o rt rea so n ab le  
w a te r  needs.

3. Bevins, th e  broker, te s tified  th a t  th e  
lis ting  o f a well w ould rea so n ab ly  
lead buyers to  assum e th e  w ell w as 
"good," i.e., ad equa te .

4. T he B allards relied on  th e  lis tin g  an d  
rep resen ta tio ns th a t  th e  w ell w as 
"good."

5. Both Lucas and B evins in tended  th a t  
th e  B allards so rely.

As to the  source of the  m isrep resen ta tio n , 
B evins testified  th a t he would n o t have 
w r itte n  i t  on th e  lis ting  un less i t  cam e fro m  
th e  sellers. T he sellers, how ever, denied  
te llin g  him ab o u t it; th e y  te s tif ie d  th a t  
B evins m ust have m isunderstood . T he 
co u rt believed Bevins, conclud ing  th a t  th e  
se llers w ere th e  original source  of th e  re p re ­
sen ta tio n .

B. The B roker's L iab ility
T h e re are  th ree  types o f m isrep re se n ts-  

tions: (TntentionaQ 'negligenfo and (Innocent) 
W hile th e  B allards did a sse rt an in ten tio n a l 
m isrep resen ta tion  claim a g a in s t th e  sellers, 
they  did not do so ag a in s t Bevins o r  Lucas.

2. Bevins* liability could be based on a vicarious 
liability for the acts of his employee Lucas. As 
we noted In B h c k  v. Dahl, 625 P.2d 876, 879 n. 
3 (Alaska I9SI), a real estate  broker can be 
liable under the doctrine of respondeat superior 
for the acts of his or her sales-peopte. How­
ever. two of the rulings below preclude resting 
liability on such a basis. First, at the close of

T he B allards ' th ird  claim  fo r  re lie f s ta te d  
a cause of action fo r  negligence a g a in s t 
Bevins. T h a t claim  alleged  th a t  Bevins had 
a  d u ty  to " ta k e  reasonab le  s tep s to  d e te r ­
m ine w h eth e r o r n o t the  well . . .  w as a 
com pleted w ell" and  had su ffic ien t cap ac ity  
to  su p p o rt a pu rch ase r 's  reasonab le w a te r  
needs, th a t  Bevins breached th a t  d u ty , an d  
th a t  as a  d irec t an d  p ro x im ate  re su lt o f 
B evins ' broach th e  B allards purchased  th e  
p ro p erty  believ ing  th e  well w as com pleted. 
A s noted, th e  tr ia l c o u rt su bseq uen tly  d is­
m issed th a t  claim , an d  th e  B a llards did  n o t 
ap pea l. In  its  fin al opinion, how ever, th e  
tr ia l co u rt im posed liab ility  on g rounds th a t  
B evins had a  " d u ty  to  inq u ire  o f th e  se lle rs  
w h e th e r  th e  well w as, in fa c t, ‘a  good 
w e l l . '"  B evins a rg u es  th a t  th e  co u rt th u s  
held him  neg ligen t even  th o u g h  negligence 
w as dism issed from  th e  case and , fu r th e r ,  
th a t  he w as pre jud iced  th e reb y  because d is­
m issal o f th e  th ird  claim  led him  to fo rego  a 
negligence defense.

[1 ,2 ]  W e recognized th e  to r t  o f n e g li­
g e n t  m isrep resen ta tio n  in Transamerica Ti­
tle Insurance Co. v. Ramsey, 507 P.2d 492 
(A laska  1973), an d  Howarth v. Pfeifer, 443 
P.2d 39 (A laska 196S). U n d e r th is theo ry . 
B evins could have been liable fo r b reach in g  
his d u ty  to provide acc u ra te  in fo rm ation  
once he un derto ok  to  speak . In  d e te rm in ­
in g  w h e th e r such a d u ty  ex is ts , one m u st 
consider: (a) w h e th e r th e  d e fe n d a n t had  
know ledge, o r its eq u iv a len t, th a t  th e  in fo r­
m ation  was desired  fo r a serious purpose 
and  th a t  th e  p la in tiff  in tended  to  rely  upon 
it; (b) the fo reseeab ility  o f h a rm ; (c) th e  
d e g ree  of c e r ta in ty  th a t  p la in tif f  would su f-

the Ballards* evidence, the tnnl court dismissed 
the eighth claim (or relief, which had asserted 
that Bevins was vicariously liable. Second, in 
its w ritten opinion, the trial court found in 
favor of L icas. the salesman, Thus there is no 
underlying liability for which Bevins could be 
held vicariously responsible. The Ballards 
have not appealed these rulings.
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fe r  harm ;
an d  (e) th e  policy o f p re v en tin g  fu tu re  
h a rm . Howarth v. Pfeifer, 443 P.2d a t  42; 
see Transamerica Title Insurance Co. v. 
Ramsey, 507 P.2d a t  494-95.3 In  the  land 
sa les co n tex t, such a d u ty  can  arise w hen a 
b ro k er becom es aw are  o f suspicious fac ts  
re g a rd in g  his or h e r  rep resen ta tio n s, o r 
w hen a b u y e r m akes a n  a ff irm a tiv e  inquiry  
and  the  b ro k e r  fails to  check th e  accuracy 
o f his su b seq u en t responding  rep re sen ta ­
tion , or w hen a co u rt d e te rm in es  th a t  public 
policy req u ires  brokers to  u n d e rta k e  ce rta in  
functions. See, e.g., First Church o f the 
Open Bible v. Cline J. Dun ton Realty, Inc., 
19 W ash.A pp. 275, 574 P.2d 1211 (1978).

[3] W e believe, how ever, th a t  the  tr ia l 
c o u rt 's  d ism issal o f B a lla rds’ th ird  claim fo r  
re lie f, w hich w as th e ir  only negligence 
claim  a g a in s t  Bevins, precludes th e  b ro ker’s 
liab ility  fro m  re s tin g  on a n e g lig e n t m isrep­
re se n ta tio n  theo ry .4 W hile A laska Rule o f 
Civil P ro ced u re  15(b) allow s p o st-ju dgm en t 
am en d m en ts  to  conform  th e  issues tried  to

3. In Transamerica Title, we upheld subm itting 
the negligence issue to the ju ry  where a title 
insurance com pany failed to inform a client 
th a t a pow er of attorney, upon which she w as 
relying in asserting her authority to sell the 
property , had been revoked. Although the title 
com pany w as unaware of the revocation, that 
inform ation w as readily available to it. We 
concluded th a t the title insurer knew that the 
seller, its client, desired information about her 
legal capacity  to sell the land, that she intended 
to rely on th a t information, and that there w as 
foreseeable harm  to her should she be poorly 
advised. W e concluded that the jury could find 
th a t the title com pany had a "duty to speak 
carefully." We rejected any distinction be­
tw een the nonfeasance of the title com pany 
and the m isfeasance In the Howarth  case. 507 
P.2d at 494-95.

In Howarth. a vendor sought damages for the 
alleged negligent m isrepresentation by the de­
fendant insurer that a purchaser of vendor's 
property had obtained fire insurance on the 
property. We held tha t assum ing the presence 
of the essential factors establishing a duty of 
care, those engaged in the Insurance business 
are required to speak with reasonable care.

4. That tne court intended to dismiss negligence 
claim s from  the case is further evidenced by 
the  following colloquy:

THE COURT: . . .  I feel tha t it’s the third 
claim for relief that you seek thereby to im­
pose upon realtors a burden that does not 
exist except in extraordinary circum stances.

fa ilu re  to so am end “ does n o t affr .t  th e  
re s u lt of th e  tr ia l"  on those issues, .ne ru le  
se ts as a th resho ld  th e  req u irem en t th a t  
such issues be " tr ied  by  express or im plied 
consen t of t r : p a rtie s ."  W e do not believe 
th a t  th is condition w as m et in the case a t  
bar. S u bsequen t to th e  dism issal n e ith e r  
p a r ty  a rg u ed  negligent m isrep resen ta tion  
in th e ir  tria l briefs. T he co u rt and p a rtie s  
tre a te d  th e  case as one involving inn ocen t 
m isrep resen ta tion s. Bevins ne ither e x ­
pressly  nor im pliedly consented to try ing  a 
negligence claim . A ccordingly, Bevins’ lia ­
b ility  can no t r e s t  on a  neg lig en t m isrep re­
sen ta tio n  theory .

2. In n ocen t M isrep resen ta tion

T he case w en t fo rw ard  a g a in s t Bevins on 
an  a p p a re n t theo ry  o f innocen t m isrepre­
sen ta tio n , evidenced by the  colloquy q u o ted  
in no te 4 and  th e  a rg u m e n ts  advanced in 
th e  tria l b riefs.5 T he to r t o f innocent m is-

That is when there's been—when there has 
been evidence adduced as to the duty of a 
realtor to inquire arising from some circum ­
stances directing the attention of a reasona­
ble prudent realtor to some— some— som e­
thing unusual. In this case it seems to m e 
that this w as ju s t an ordinary transaction. 
That it's rural property, m ost of which does 
require tha t it be serviced by a well. It is 
incomplete, and if I accept the evidence as it 
now stands, that it was represented th a t 
there w as a good well, that th a t's  the end of 
the m atter, that there 's no duty on the real­
tors to-go further and inquire whether th a t is 
the actual fact. You know, there's nothing 
unusual about that well that would alert th e  
ordinary’ prudent realtor of the need to do 
something about it. To check it out.
MR. FRIEDMAN: Well, if the court finds 
that there w as no duty, then they can 't obvi­
ously be negligent. But I still ask the court

THE COURT: They— well, they still can be—  
the defendants s.ill could be— they made the 
representation, which is— facts show w as not 
true.
MR. FRIEDMAN: Conect.
THE COURT: So that they can be— they can 
be held liable for having made the same. But 
not on— no* on—(indiscernible) negligence—  
or negligence theory.

5, The ele nents of Innocent m isrepresentation 
were alb ged to a sufficient degree. Paragraph 
6 of the Ballards' first claim for relief m akes
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rep re sen ta tio n  is defined by  section 552C(1) 
o f the  R e s ta te m e n t (Second) o f T o rts  (1977) 
as follows:

One who, in a sale, re n ta l or exchange 
tran sac tio n  w ith  an o th e r , m akes a m is­
rep resen ta tio n  of a m a te ria l fa c t fo r the  
purpose of inducing th e  o th e r to a c t  or to 
re fra in  from  ac tin g  in reliance upon it, is 
su b jec t to  liab ility  to th e  o th e r fo r pecu­
niary  loss caused to him  by his ju s tif iab le  
reliance upon th e  m isrep resen ta tion , even 
though i t  is no t m ade frau d u len tly  o r 
negligently .

Id. The R e s ta te m e n t leaves open th e  ques­
tion  of w h e th e r such a  cause  o f action lies 
a g a in s t rea l e s ta te  brokers . Id. § 552C, 
C om m ent g.

[4 ,5 ] W e h ave  recognized a cause o f 
action  a g a in s t th e  owner o f re a lty  who in­
nocently  m isrep resen ts  its  condition to th e  
p u rchaser. Cousineau v. Walker, 613 P.?d 
608 (A laska 1980). In  Cousineau, we g ra n t­
ed rescission and  re s titu tio n  to  a  pu rch aser 
w h ere  th e  se ller m ade fa lse  s ta te m e n ts  con­
cern in g  th e  h ighw ay  f ro n ta g e  and  gravel 
co n ten t of th e  purchased  land. In  so do ing , 
w e held th a t  an  ow ner g u ilty  of even inno­
cen t m isrep resen tation  rA niif"nnt hide be- 
HTnd the do c trin e  o l(c a v e a t em ptoi^  Id. a t  
614-16. T h isJ s^ e -S e c a u se  ow ners are  p re ­
sumedItpJttTtfw th e  c h a ra c te r  and a ttr ib u te s  
o fU th elan d  conveyed and buyers a re  conse­
q u en tly  en titled  to  rely  on th e  se lle r’s rea ­
sonable rep resen ta tio n s. See Sorenson v. 

ygC t'A dam s, 98 Idaho 708, 571 P.2d 769, 776 
1 (1977), quoted in Cousineau v. Walker, 613

P.2d 608, 615 n. 14 (A laska 1980). The 
ow n er o f land  m u st th e re fo re  be both  t ru th ­
fu l and in form ed  in m ak ing  any  rep re sen ta ­
tions, fo r frau d  includes th e  p re tense  of 
know ledge w here th e re  is none. Spargnu-

the necessary allegation concerning Bevins' 
scienter. Paragraph 2 of the fifth claim for 
relief alleged that Bevins' agent passed on the 
representation with the intent to cause action 
in reliance thereon. Finally, paragraph 15 of 
the first claim for relief alleged actual reliance, 
In light of this, plus the cou rt's  and the parties 
argum ents concerning Section 552 of the Re 
statem ent, we conclude th a t Bevins was "ade 
quately notified" that the Ballards were assert 
ing a cause of action based on innocent misrep 
resentations, See C/arv Ins. Agency v. D o  vie 
620 P.2d 194, 201 (Alaska 1950),

pani v. Wright, 110 A.2d 82, 84 (D.C.App. 
1954).

T he question  p resen ted  in th is  case is 
w h e th e r o r no t liab ility  for innocen t m isrep­
re sen ta tio n  should ex tend  to  th e  ow ner's 
ag en t, th e  real e s ta te  broker, w here th a t  
p a r ty  serves as a conduit fo r th e  ow ner's 
m isinform ation . M ost courts add ress ing  
th is  issue recognize a  < of action  by th e
pu rchasers  of p ro p e . ;a in s t  th e  b roke r
fo r  th e  la t te r ’s innoce..- m isrepresen tation .*

A n illu s tra tiv e  case is Spargnapani v. 
Wright, 110 A.2d 82 (D.C.App.1954). T here, 
b o th  the  se ller an d  broker w ere held liable 
fo r  rep re sen tin g  th a t  a house could be h e a t­
ed fo r a li t t le  m ore th a n  $100.00 pe r year, 
w hen a d e fec t :n th e  boiler m ade i t  im possi­
ble to  h e a t th e  house a t  all. Id. a t  85. T h e  
b ro k e r had m erely  passed on th e  se lle r's  
in fo rm ation , and  n e ith e r d e fe n d a n t had 
know ledge o f a  d e fe c t  N everth eless , th e  
c o u rt su sta in ed  liab ility :

I f  the  b ro k er innocen tly  rep resen ted  th a t  
th e  h e a tin g  p la n t w as in w orkab le  condi­
tion  and w as m istaken  in th a t  re p re se n ta ­
tion , or m ade th e  rep re sen ta tio n  w ith o u t 
know ing w h e th e r  i t  was tru e  o r  false, th e  
in ju red  p a r ty  m ay recover in an  action 
fo r frau d .
. . .  We m ay assum e th a t  th e  b ro k er w as 
g u ilty  o f no d e lib e ra te  deception  and  had  
no actual kn ow ledge of the  concealed d e­
fec t. Bu.t on d e fen d a n ts ' ow n evidence 
th e ir  se lling  a g e n t did no t disclaim  such 
know ledge . . . .  The rep re sen ta tio n  . . .  
w as f la g ra n tly  inaccura te , since th e  d e ­
fec t . . .  m ade it im possible to  h e a t th e  
house a t  all . . . .  "F ra u d  includes th e

6. Sodal v'. French, 35 Colo.App. 16, 531 P.2d 
972. 973 (1974); Spargnapani v. Wright. 110 
A.2d 82. 85 (D.C.App, 1954): Pumphrey  v, Quil­
len. 165 Ohio Si. 343. 135 N.E.2d 328. 331 
(1956); Berrvman v. Riegert. 286 Minn. 270, 
175 N.\V.2d 438. 442 (1970): Lawlor  v. Schep- 
er. 232 S.C. £4. 101 S .Ei:d 269. 271 (1957); 
Polk Terrace. Inc. v. Harper. 386 S.W.2d 588. 
593 (Tex.App,1965), Contra Lyons  v. Christ 
Episcopal Church. 71 lll.App.3d 257, 27 III.Dec. 
559. 3S9 N.E.2d 623, 625 (1979).
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pre tense o f know ledge w hen know ledge m ade, has 
th e re  is none."

Id. a t  83-84 (citations om itted ).
[6] T he policy fav o rin g  liab ility  fo r  in­

no cen t m isrep resen ta tion  is found  on a rec­
ognition th a t  pu rchasers shou ld  be en titled  
to  rely on a b roker's  rep re sen ta tio n s . As 
one opinion notes:

Real e s ta te  brokers an d  th e ir  a g e n ts  
hold them selves ou t to th e  public as hav­
ing  specialized know ledge w ith  re g a rd  to 
housing, housing cond itio n s and re la ted  
m a tte rs . T he public is e n title d  to  and 
does rely  on th e  ex p ertise  o f rea l e s ta te  
brokers in th e  pu rchase an d  sale o f its 
homes. T h erefo re  th e re  is a d u ty  on th e  
p a r t  of rea l e s ta te  b ro kers  to  be acc u ra te  
and  know ledgeable co n cern in g  th e  p rod­
u c t they  a re  in the bu siness o f selling—  
th a t  is, hom es and o th e r  types o f  real 
e s ta te . C o urts have held in m any cases 
th a t  pu rchasers are  e n title d  to re ly  on 
rea l e s ta te  b ro kers’ s ta te m e n ts .

Lyons v. Christ Episcopal Church, 71 111. 
App.3d 257, 27 Ill.Dec. 559, 389 N .E .2d 623, 
628 (1979) (d issen ting  opinion).

[7] We find th is re a so n in g  persuasive. 
P a rtie s  to  rea l e s ta te  tra n sa c tio n s  f re q u e n t­
ly do not deal on equal te rm s . Real e s ta te  
brokers a re  licensed professionals, possess­
in g  superio r know ledge o f th e  re a lty  they  
sell and th e  real e s ta te  m a rk e t generally . 
P rospective purchasers recognize th is ex ­
p ertise  and tend  to  rely on a b ro k er's  rep re ­
sen ta tio ns. J u s t  as p u rch ase rs  a re  en titled  
to re ly  on an  ow ner's  rep re sen ta tio n s , Cous­
ineau v. Walker, 613 P.2d 60S (A laska 19S0), 
pu rchasers should be e n title d  to  rely  on the  
b ro ker's  rep resen ta tio n s. A n y  o th e r  rule 
would pe rm it brokers to  use m isleading 
s ta te m e n ts  in selling  th e  p ro p e rty , y e t  re ­
m ain im m une from  liab ility  by sim ply re ­
m aining  ig n o ran t of th e  p ro p e rty ’s tru e  
ch arac te ris tics . A ccordingly, we hold th a t  
a pu rchaser who relies on a m ateria l m is­
re p re se n ta tion, even th o u g h  innocen tly

7. Some listing agreem ents contain  indemnifica­
tion provisions, entitling the broker to indemni­
ty from the ow ner should the broker's com m u­
nication of the owner's represen tations engen-

usrzd-m

a cause of action a g a in s t th e  
b ro k er o rig in a tin g  or com m unicating t he 
m isrep resen ta tio n . See K esta tem en t 
(Second) o f T o rts  § 552C(1) (1977).

In  o u r view , th e  consequences of recog­
niz ing  a  cause o f action in th is situatio n  a re  
en tire ly  beneficial. T he presence o f a cause 
o f action  a g a in s t the broker would tend  to 
lessen th e  likelihood of tran sac tio n s ta in ted  
by m isin fo rm ation  and confusion. A ddi­
tionally , recognizing a  cause of action 
a g a in s t th e  broker would provide an o th e r 
source o f recovery to  th e  pu rchaser of d e­
fec tive  p ro p erty . F requen tly , the  ow ners 
m ay m ove aw ay, leav ing the  b ro ker as th e  
only reachab le  de fen d an t. As betw een th e  
b ro k e r who com m unicated the m isrepresen­
ta tio n , an d  th e  pu rchaser whose only fa u lt 
w as to re ly  on the broker, w e th ink  it 
p re fe rab le  th a t  th e  b ro k er b e ar any loss 
caused  by  m isrepresen ta tion . B rokers, in 
tu rn , can  p ro te c t them selves fro m  liability 
by in v e s tig a tin g  the  ow ner's  s ta tem en ts , o r 
by d isc la im ing  know ledge, by req u irin g  th e  
se lle r to  sig n  a t  the tim e o f lis tin g  a  s ta te ­
m e n t s e t t in g  fo rth  rep resen ta tio n s which 
will be m ade, ce rtify in g  th a t  th e y  are tru e  
an d  p rov id ing  fo r indem nification  if th e y  
a re  n o t 7 See Goldman v. Hart, 134 Ga. 
A pp. 422, 214 S.E.2d 670 (1975).

[8] H av in g  de term ined  th a t  a  cause o f 
action  in inn ocen t m isrep resen ta tion  ex ists, 
i t  is a p p a re n t th a t th e  ju d g m e n t below 
m u st be a ffirm ed . Bevins does no t co n test 
th a t  th e  lis tin g  he p repared  m entioned a 
100 foo t w ell, th a t  th is lis ting  would reason­
ab ly  lead buyers to assum e th e  well w as 
good, th a t  the  B allards so relied, and th a t  
th e  well was, in ac tu a lity , inadequate . 
T hese fa c ts  establish  liab ility  u n d er an  in­
nocent m isrep resen ta tion  theory. See R e­
s ta te m e n t (Second) o f T o rts § 552C(1) 
(1977). T he decision below is th e re fo re  A F ­
F IR M E D *

CO M PTON , J ., not p a rtic ipa ting .

der liability. See, e.g., B a m e s  v. Lopez. 25
Ariz.App. 477, 544 P.2d 694, 698-99 (1976).

8. This case is distinguishable from Stepanov v.
Gavrilovich, 594 P.2d 30 (Alaska 1979), where-

Alaska 763
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CONNOR, Ju stice , w ith  _whom RA BI- 

N O W ITZ, Ju stice , joins, ( a s s e n tin g  in parft
I d issen t from  the  h o ld 'n g  th a t  an  action 

fo r  innocent m isrep resen ta tion  should be 
p e rm itte d  ag a in s t the rea l e s ta te  broker.

W hen a  rea lto r acts as a  m ere co nduit fo r 
passing  on in form ation  supplied by th e  sell­
e r, he should be under no d u ty  in d ep en d en t­
ly to  verify  th a t  in fo rm ation  unless he has 
reason  to believe the  in fo rm a tio n  to  be 
false. Sea Lyons v. Christ Episcopal 
Church, 71 Ill.App.3d 257, 27 III.Dec. 559, 
389 N .E .’ d 623, 625 (1979). A llow ing an  
innocen t m isrep resen ta tion  action  a g a in st 
th e  broker in such c ircum stances is qu ite  
close to  im posing s tr ic t liab ility . T h ere  is 
no reason to  m ake the  b ro k er th e  " in su re r"  
o f th e  se ller’s rep re sen ta tio n .

A lthough  we recognized a  claim  based on 
innocen t m isrep resen ta tion  in Cousineau v. 
Walker, 613 P.2d 608 (A laska  1980), th a t  
case is d istinguishable fro m  a case betw een 
a  bu yer and  a broker. S e llers w ho m ake 
rep resen ta tio n s  ab ou t th e ir  p ro p e rty  should 
be held to th e  accuracy o f th e  re p re se n ta ­
tions, as th e y  are  norm ally  in th e  b es t posi­
tion to  know th e  facts. B u t a b ro k er o ften  
has little  personal know ledge o f th e  p roper­
ty  which he o ffe rs  fo r sale. I see no reason 
to  m ake th e  broker the g u a ra n to r  o f rep re ­
sen ta tio n s  em an a tin g  from  th e  seller. I 
w ould hold th a t  innocent m isrep resen ta tio n  
is no t available as a cause o f action  by th e  
b u y er a g a in s t th e  broker. T hus, I would 
rev erse  the ju d g m e n t of th e  su perio r court. 
I ag ree  w ith the  balance o f th e  m ajo rity  
opinion.

In wc affirmed a judgm ent in favor of a small 
"subdivider." in a damage action founded upon 
the subdivider's innocent failure to disclose un­
detected permafrost conditions In lots sold to 
the plaintiffs.

Subdividers are subject to. and protected by, 
the Alaska Land Sales Practices Act. AS 34.55. 
Under the act, a subdivider is liable for material 
m isrepresentations or om issions affecting the 
land, "unless in the case of an un tru th  or omis-

L au reen  B A IL E Y , A p p e lla n t an d  
C ross-A ppelfee,

\  v* /
Denial's J .  H A A S, A p pellee  an d  

\  C ro ss -A p p e lla n t

\  N os. 61777 6688.

Suprem e Count o f A laska.

\  Dec. 3 /1 9 8 2 .

Cross appeal!! w ere  ta k e n  from  a deci­
sion of th e  S u perio r C ourt, T h ird  Ju d ic ia l 
D istrict, K enai, Jam es  A. H anson , J . ,  w hich 
w as en te red  in an  ic t ic n  b ro u g h t p u rs u a n t 
to  th e  U n ifo rm  Reciprocal E n fo rc e m e n t o f 
S u ppo rt A ct. T h e/S u p rem e C o urt, Connor, 
J ., held th a t :  (1) fa ilu re  o f p e titio n  to  in­
clude a p ra y e r fo r a r re a ra g e s  did n o t ju s tify  
dism issal o f th e  cla im lw here  re sp o n d e n t had 
notice o f th e  claim  lo r  a r re a ra g e s  a t  th e  
very  la te s t by tim e nrrition fo r  a n  o rd e r o f 
su p p o rt w as filed, an o  (2) re q u e s t fo r  a r ­
rea rag es  in child su p p o rt need n o t be re ­
duced to ju d g m e n t by P e titio n in g  s ta te  p ri­
o r to  recovering  such a rre a ra g e s  in an  U n i­
form  Reciprocal E n fo rce m en t o f S u p p o rt 
Act actiom  / \

Reversed hnd rem ano ed .

1. P a re n t a n a  C hild «=3.412)
F a ilu re  o f pe tition  to  m itia te  su p p o rt 

proceedings j nd er U n ifo rm  R ecip ro ca l E n ­
forcem ent off S u p p o rt A ct to  Include a p ra y ­
er fo r a rre a ra g e s  did no t ju s t i fy  dism issal 
o f th e  claim/ w here  respondenn  had  no tice o f 
th e  claim far a r re a ra g e s  a i  tn e  ve ry  la te s t 
by tim e m otion fo r  an  o rd e r o A su p p o rt w as 
filed. AS/25.25.010-25.25.270. \

sion it is [proved that . . .  the person offering or 
disposing of subdivided land did not know  and 
In the exercise of reasonable care could not 
have known of the un tru th or om ission." AS 
34.55.030(a). Thus, a "subdivider" is not liable 
for innocent m isrepresentations. Such liability 
is barred by the statute. This protection, how. 
ever, is not available to the defendants in the 
case at bar. since they are not "subdividers."
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§ 9 8 7 . P r o te c t io n  o f  fine  a r t  a g a in s t  a lteru ti<  n o r  d e s tru c tio n ; A c tio n s ; 
R em o v a l o f  w o rk  fro m  p ro p e r ty

NOTES OF DECISIONS
In in action by artists who painted a large mural muralisls from the act's protection, which is aon the wall of a service station owned by defen- curative statute that should be liberally construeddauls, for damages under the California Art Prescr- to achieve Its staled purposes. The fact the Legists- valion Act (Civ. Code, J 987), following the dc- lure used the terms "painting'' and ''mural” in a slruclion of the wall to which the mural was previous statute authorising slate funding of art Inattached without notice lo the artists, the trial court public buildings, while the act used only the termerred in granting summary Judgment for defendants "painting,” had little relevance. Accordingly, thebased on its finding that a mural was not included Legislature intended the term "fine art" lo includewithin the term “painting" as used in the act. The paintings in jhe form of murals that otherwisedeclared policies of the act, protecting artistic ex- qualify for protection under the ad. Dotello v Shellpression and preserving the integrity of cultural and Oil Co. (1991, 2nd Dist) 229 Cal App 3d 1130, 280artistic creations would not be served by excluding Cal Kplr 333.

§ 990, D e cease d  p e rso n a lity
Editor'* Notes—In the 1988 Amendment Mole on page 193, delete “and (3) added subds (m) and (n)". These subdivisions were added in 1984 by Chapter 1704.
§ 1007. T i t le  by  p re sc r ip tio n

NOTES OF DECISIONS 
9. Proprietary Property of State or Municipality even though dedication of the road was never

Owners or lots abutting a road that had been formally accepted by the county. The provisions or
impliedly dedicated lo the public upon subdivision § 1007 are not limited to property that is owned by 
of the land it traversed were precluded by Civ. a particular governmental entity, but apply to any Code, $ 1007, front establishing title to portions or property dedicated lo the public in l.-neral. ilays vthe road by adverse possession based on their con- Vanek (1989, 4lh Dist) 217 Cal App 3d 271, 266slrucliuti of various encroachments over the years, Cal Kplr 836.
§ 1015. S u d d e n  rem o v a l o f  b a n k
Collateral References:
Liability for diversion of surface water by raising surface level of land. 88 ALR4(h 891.
§ 1057.3. R e tu rn  o f  e sc ro w  fu n d s
(a) It sh a ll be th e  o b lig a tio n  o f  a b u y e r  a n d  se lle r  w h o  e n te r  in to  a  c o n ir a c t  
to  p u rc h a se  a n d  sell rea l p ro p e r ty  to  e n s u re  th a t  all fu n d s  d e p o s ite d  in to  a n  
esc row  a c c o u n t a re  r e tu rn e d  to  th e  p e rso n  w h o  d ep o s ited  th e  fu n d s  o r  w h o  is 
o th e rw ise  e n title d  to  th e  fu n d s  u n d e r  th e  c o n tra c t ,  i f  th e  p u rc h a s e  o f  th e  
p ro p e rty  is n o t c o m p le te d  by th e  d a te  set fo r th  in th e  c o n tra c t  fo r th e  c lo se  
o f  esc row  o r  a n y  d u ly  e x e c u te d  ex ten s io n  th e reo f.
(b) A n y  b u y e r  o r  se lle r  w h o  fa ils  to  ex e c u te  an y  d o c u m e n t re q u ire d  b y  th e  
esc row  h o ld e r  to  re lease  fu n d s  o n  d e p o s i t  in  a n  e sc ro w  a c c o u n t a s  p ro v id e d  
in  su b d iv is io n  (a )  w ith in  30  d a y s  fo llo w in g  a  w ritte n  d e m a n d  fo r  th e  r e tu r n  
o f  fun ds d e p o s ite d  in  e sc ro w  b y  th e  o th e r  p a r ty  sh a ll b e  lia b le  to  th e  p e rso n  
m ak ing  th e  d e p o sit fo r a ll o f  th e  fo llow ing :
(1) T h e  a m o u n t o f  th e  fu n d s  d ep o s ited  in  e sc ro w  n o t h e ld  in  g o o d  fa ith  to  
reso lve a go o d  fa ith  d isp u te .
(2) D a m ag es  o f  tre b le  th e  a m o u n t o f  th e  fu n d s  d e p o s ite d  in  e sc ro w  n o t h e ld
to  reso lve a go o d  fa ith  d is p u te , b u t liab ility  u n d e r  th is  p a ra g ra p h  sh a ll n o t be
less th a n  o n e  h u n d re d  d o lla rs  (S 100) o r  m o re  th a n  o n e  th o u sa n d  d o lla rs  
(S I .000). . . .
(3 ) R e aso n ab le  a t to rn e y ’s fees in c u r re d  in  a n y  ac tio n  to  en fo rc e  th is  sec tio n .
(c ) N o tw ith s ta n d in g  su b d iv is io n  (b ), th e re  sh a ll  be n o  c a u se  o f  a c tio n  u n d e r  
th is  sec tion , a n d  n o  p a r ly  to  a  c o n tra c t  to  p u rc h a se  a n d  sell re a l p ro p e r ty  sh a ll

beginning in 1992,
1 0 .  Ilaliti i n d i c a t e  L 'l ia n g r *  o r  a t i d i l i m t i  • • • i n d i c a t e  o m U t i o m  |.1 C C )

be liable, for failure to return funds deposited in an escrow account by u buyer 
or seller, if the funds are withheld in order to resolve a good faith dispute 
between a buyer and seller. A  party who is denied the return of the funds 
deposited in escrow is entitled to damages under this section only upon 
proving that there was no good faith dispute as to the right to the funds on

deposit.
(d) Upon the filing of a cause of action pursuant to this section, the escrow 
holder shall deposit the sum in dispute, less any cancellation fee and charges 
incurred, with the court in which the action is filed and be discharged of 

further responsibility for the funds.
(e) Neither any document required by the escrow holder to release funds 
deposited in an escrow account nor the acceptance of funds released from 
escrow, by any principal to the escrow transaction, shall be deemed a 
cancellation or termination of the underlying contract to purchase and sell 
real property, unless the cancellation is specifically stated therein. If the 
escrow instructions constitute the only contract between the buyer and seller, 
no document required by the escrow holder to release funds deposited in an 
escrow account shall abrogate a cause of action for breach of a contractual 
obligation to purchase or sell real property unless the cancellation is specifi­

cally stated therein. ,

(0 For purposes of this section:
(1) "Close of escrow" means the date, specified event, or performance of 
prescribed condition upon which the escrow agent is to deliver the subject of 
the escrow to the person specified in the buyer’s instructions to the escrow

agent.
(2) "Good faith dispute” .means a dispute in which the trier of fact finds that 
the party refusing to return the deposited funds had a reasonable belief of his 
or her legal entitlement to withhold the deposited funds. The existence of a 
"good faith dispute" shall be determined by the trier of fact.

(3) "Properly" means real property containing one to four residential units at 
least one of which at the time the escrow is created is to be occupied by the 
buyer. The buyer’s statement as to his or her intention to occupy one of the 

units is conclusive for the purposes ot ...s section.
(g) Nothing in this section restricts the ability of an escrow holder to file an 
interpleader action in the event of a dispute as to the proper distribution of 

funds deposited in an escrow account.
Added Slats 1990 cli 13 § 1 (AD 346).
§ 1086. A g en cy  lis tin g s
Collateral References:What constitutes financial ability to perform within rule entitling broker lo cominissiun for producing 
ready, willing, and able purchaser of real properly. 8 7  ALK4lh 11.
§ 1102. Transactions to which artic le applies 
Cross References:Disclosure lo prospective purchaser that properly is loeoled within special studies zone: I'ub Res C § 2621 9 
Disclosure that real properly is located within seismic hazard zone: I’ub Res C § 2694.

I
§ 1102.6. Form of disclosure statement
The disclosures required by this article pertaining to the properly proposed to 
be transferred are set forth in, and shall be made on a copy of, the following 

disclosure form:

|3CC|
beginning il l  1992, 

llalla i n d i c a t e  c h a n g e s  n i  a d d i t i o n s .  • * *  I n d i c a t e  n m i s s i n n t 11



§ 1102.6 CIVIL CODE
R E A L  E S T A T E  T R A N S F E R  D I S C L O S U R E  S T A T E M E N T  ; •' 

T1IIS D I S C L O S U R E  S T A T E M E N T  C O N C E R N S  T H E  R E A L  P R O P ­
E R T Y  S I T U A T E D  IN T H E  C I T Y  O F    C O U N T Y  O F ________ ,
S T A T E  O F  C A L I F O R N I A ,  D E S C R I B E D  A S __________________________

THI S  S T A T E M E N T  IS A  D I S C L O S U R E  O F  T H E  C O N D I T I O N  O F  T H E  
A B O V E  ’ >ESCRIBED P R O P E R T Y  I N  C O M P L I A N C E  W I T H  S E C T I O N
1102 O F  H I E  CIVIL C O D E  A S  O F   _______ ,19 IT 1$ N O T  A
W A R R A N T Y  O F  A N Y  K I N D  B Y  T H E  SELLER(S) O R  A N Y  A G E N T ( S )  
R E P R E S E N T I N G  A N Y  PRINCIPAL(S) IN T H I S  T R A N S A C T I O N ,  
A N D  IS N O T  A  S U B S T I T U T E  F O R  A N Y  I N S P E C T I O N S  O R  W A R ­
R A N T I E S  T H E  PRINCIPAL(S) M A Y  W I S H  T O  O B T A I N .

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

This Real Estate Transfer Disclosure Statement is made pursuant to Section 
1102 of the Civil Code. Other statutes require disclosures, depending upon the 
details of the particular real estate transaction (for example: special study zone 
and purchase-money liens on residential property).

Substituted Disclosures: The following disclosures have or will be made in 
connection with this real estate transfer, and are intended to satisfy the 
disclosure obligations on this form, where the subject matter is the same:___

(list all substituted disclosure forms to be used in 

connection with this transaction)

II

S E L L E R S  I N F O R M A T I O N  

The Seller discloses the following information with the knowledge that even 
though this is not a warranty, prospective Buyers may rely on this information 
in deciding whether and on what terms to purchase the subject property. 
Seller hereby authorizes any agent(s) representing any principal(s) in this 
transaction to provide a copy of this statement lo any person or entity in 
connection with any actual or anticipated sale of the property.

T H E  F O L L O W I N G  A R E  R E P R E S E N T A T I O N S  M A D E  B Y  T H E  S E L L­
E R S )  A N D  A R E  N O T  T H E  R E P R E S E N T A T I O N S  O F  T H E  AGENT(S), 
IF A N Y .  THIS I N F O R M A T I O N  IS A  D I S C L O S U R E  A N D  IS N O T  
I N T E N D E D  T O  B E  P A R T  O F  A N Y  C O N T R A C T  B E T W E E N  T H E  
B U Y E R  A N D  SELLER.

Seller is is not occupying the property.

A. The subject property has the items checked below
 Ovtn
 T r a s h  C o m p a c t o r Window Screens

— Range .. Dishwasher
_ Washer/Dryer Hookups— Uurglar Alarms _ T.V. Amenna— Central Mealing
_ Wall/Window Air Cndtng. _ Septic Tank
— I’alio/Decking

— Smoke Dctcctor(s)— Satellite Dish
— Central Air Cndtng. _  Sprinklers— Sump I’ump
— Duill-in Uaibeque

(read across):
,  Microwave— Garbage Disposal
— Rain Gutters— Tire Alarm
— Intercom
_ Evaporator Cooler(s) _  Public Sewer System _  Water Softener  Gazebo

CIVIL CULMi
  Sauna_  Security Gate(s)
Garage: _  Attached Pool/Spa Heater: — Gas Water Heater: — Gas Water Supply: _  City Gas Supply: — Utility
Ealiaust Fan(s) in-----
Gas Starter-------
Other: .

 Pool Automatic Garage DoorOpener(s)* Not Attached Solar
_  Well Bottled220 Volt Wiring in 

RooRs): Type:--------

_  Spa _  Hot Tub Number RemoteControls Carport_  Electric _  Private Utility or Other---------

Age:
Fircplace(s) in

(approx.)
' T h i s  g a u g e  d o o r  o p e n e r  m a y  n o t  b e  I n  c o m p l i a n c e  w i t h  t h e  s a f e l y  s t a n d a r d s  r e l a t i n g  t o  a u t o m a t i c  r e v e r s i n g  d e v i c e s  a s  
s e t  f o r t h  I n  C h a p t e r  1 2 . 5  ( c o m m e n c i n g  w i t h  S e c t i o n  1 9 8 9 0 )  o f  P a r t  3  o f  D i v i s i o n  1 3  o f  t h e  H e a l t h  a n d  S a f e l y  C o d e .

Arc there, to the best of your (Seller’s) knowledge, any of the above that arc
not in operating condition? Y e s  No. If yes, then describe.

(Attach additional sheets if necessary): __________________________________

B. Are you (Seller) aware of any significant defects/malfunctions in any of the
following? Y e s  No. If yes, check appropriate space(s) below.

 Interior Walls  Ceilings  Floors   Exterior Walls   Insulation
 Roof(s)   Windows   Doors   Foundation  Slab(s)
  Driveways  Sidewalks   Walls/Fences   Electrical Systems

  Plumbing/Sewers/Septics Other

Structural Components (Describe: ______________________________________

 )
If any of the above is checked, explain. (Attach additional sheets if necessary):

C. Are you (Seller) aware of any of the following:
1. Substances, materials, or products which may be an 

environmental hazard such as, but not limited to, asbes­
tos, formaldehyde, radon gas, lead-based paint, fuel or 
chemical storage tanks, and contaminated soil or water 

on the subject property ...........................
 Y e s  N o

2. Features of the property shared in c o m m o n  with adjoin­
ing landowners, such as walls, fences, and driveways, 
whose use or responsibility for maintenance may have an 

cfTcct on the subject property ......................
_  Yes _  N o

3. A n y  encroachments, casements or similar matters that 
may afTect your interest in the subject property .....

 Ye s  N o

4. R o o m  additions, structural modifications, or other alter­
ations or repairs made without necessary permits....

 Ye s  N o

5. R o o m  additions, structural modifications, or other alter­
ations or repairs not in compliance with building codes

 Y e s  N o

6. Landfill (compacted or otherwise) on the property or any 

portion thereof ...................................
 Y e s ___N o

l l f l i i i i t i i i g  i n  1 9 4 } ,
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7. A n y  settling from any cause, or slippage, sliding, or 
other soil problems...............................

• ■  Y e s _N o
8. Flooding, drainage or grading problems ............

_  Yes _  N o
9. Major damage to the property or any of the structures 

from fire, earthquake, floods, or landslides ..........

 Y e s  N o
10. A n y  zoning violations, nonconforming uses, violations 

of "setback" requirements........................

_  Yes _  No
11. Neighborhood noise problems or other nuisances ...

 Y e s  N o
12. C C & R ’s or other deed restrictions or obligations ....

_  Yes _  N o
13. Homeowners’ Association which has any authority 

over the subject probity.................. ......

 Y e s  N o
14. A ny "common area” (facilities such as pools, tennis

courts, walkways, or other areas co-owned in undivided 
interest with others)     .........................

 Y e s  N o
15. A n y  notices of abatement or citations against the prop­

erty .............................................

 Y e s  N o
16. A ny lawsuits against the seller threatening to or affect­

ing this real property ................. ..........

 Y e s  N o
If the answer to any of these is yes, explain. (Attach additional sheets if 
necessary.):___________________________________________________________

Seller certifies that the information herein is true and correct to the best of 
the Seller’s knowledge as of the date signed by the Seller.
Seller__________________________ Dale____________________

Seller_________________________  Date____________________

III

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

(To be completed only if the Seller is represented by an agent in this 
transaction.)

T H E  U N D E R S I G N E D ,  B A S E D  O N  T H E  A B O V E  I N Q U I R Y  O F  T H E  
SELLER(S) A S  T O  T H E  C O N D I T I O N  O F  T H E  P R O P E R T Y  A N D  
B A S E D  O N  A  R E A S O N A B L Y  C O M P E T E N T  A N D  D I L I G E N T  V I S U A L  
I N S P E C T I O N  O F  T H E  A C C E S S I B L E  A R E A S  O F  T H E  P R O P E R T Y  IN 
C O N J U N C T I O N  W I T H  T H A T  I N Q U I R Y ,  S T A T E S  T H E  F O L L O W I N G :

Agent (Broker

Representing Seller) : B y ____________________Date

(I’leasc Prim ) (Associate I.icensee
o r Droker-Signature)

14 ,, „ . U<|lnnliij in IMJ,
itallri imliralf rhnnrr* nr iif.him." • • • j„ »,  ...

IV

A G E N T S  I N S P E C T I O N  D I S C L O S U R E  
(To be completed only if the agent who has obtained the ofTer is other than 
the agent above.)
T H E  U N D E F  S I G N E D ,  B A S E D  O N  A  R E A S O N A B L Y  C O M P E T E N T  
A N D  D I L I G E N T  V I S U A L  I N S P E C T I O N  O F  T H E  A C C E S S I B L E  A R ­
E A S  O F  T H E  P R O P E R T Y ,  S T A T E S  T H E  F O L L O W I N G : ______________

Agent (Broker
obtaining the Offer)_____________B y --------------------Date-------

(Please Print) (Associate Licensee
or Drokcr-Signaturc)

V

BUYER(S) A N D  SELLER(S) M A Y  W I S H  T O  O B T A I N  P R O F E S S I O N A L  
A D V I C E  A N D / O R  I N S P E C T I O N S  O F  T H E  P R O P E R T Y  A N D  T O  
P R O V I D E  F O R  A P P R O P R I A T E  P R O V I S I O N S  IN A  C O N T R A C T  B E­
T W E E N  B U Y E R  A N D  SELLER(S) W I T H  R E S P E C T  T O  A N Y  A D V I C E /  
I N S P E C T I O N S / D E F E C T S .
I / W E  A C K N O W L E D G E  R E C E I P T  O F  A  C O P Y  O F  THI S  S T A T E­
M E N T .
Seller_________________ Date Buyer___________ Date-------

Seller_________________ Date Buyer----------- Date-------

Agent (Broker
Representing Seller)_____________B y -------------------- Date-------

(Associate Licensee 
o r Droker-Signature)

Agent (Broker
obtaining the Offer)-------------B y --------------------Dat e -------

Associate Licensee 
o r Droker-Signature)

A  R E A L  E S T A T E  B R O K E R  IS Q U A L I F I E D  T O  A D V I S E  O N  R E A L  
ESTATE. IF Y O U  D E S I R E  L E G A L  A D V I C E ,  C O N S U L T  Y O U R  A T ­
T O R N E Y .
Amended Stall 1990 cli 1336 § 2 (AD 3600). operative July I, 1991.
Amendment!:
1990 Amendment: Amended the SELLERS INFORMATION disclosure form by (I) substituting "Auto­
matic Garage Door Opencr(s)*" for "Garage Door Opener(s)" in subd A; and (2) added the footnote 
referring to a garage door opener.
Note—Stats 1990 ch 1336 provides:
SECTION I. The Legislature finds and declares all uf the following:
(a) The garage door is the largest and heaviest piece of moving equipment in most homes, and in order to 
avoid injury, it should be designed, manufactured, equipped, ind maintained with due care. For this reason, 
garage door springs are currently regulated under California law.
(b) There are over 20 million automatic garage door openers in the nation today, a large portion of them 
in California.
(c) New residential automatic garage door openers should possess an automatic reversing safely device in 
compliance with current voluntary standards.
(d) There is no current California slate regulation of these devices. Voluntary standards were established 
in 1973; however, prior lo that dale, there were no applicable industry safely standards requiring automatic 
reversing safely devices. Although automatic garage door openers have a lire expectancy of approximately 
eight years, it is possible for individual openers lo last as long as 40 years.
(e) Therefore, many automatic garage door openers currently installed do not have automatic safely 
reversing devices, and for many of the doors that do have these devices, the door and operator systems 
may not be properly adjusted and maintained. This condition is worsened by the fact that many persons 
are not aware of this problem sno may have a false sense of security because they possess a door which

llrainnini in lavj,
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§ H U M  CIVIL C O D E

purport] to have in lutomilic safety device, yel llie door md operitor lyilem miy not hive been tested 
or properly milnlained ind, therefore, miy not he ible lo protect smalt children living In, or visiting, the home from serious injury or dcith.
(0 Since 1982, nationally, it least 44 children under 14 yeari of age hive died in iccidenti Involving
lutomilic girige door openers. In November of 1989, i five-year-old gill died In Sicnmenlo in in iccident involving i girige door.
(g) It I;, therefore, nccessiry that mmditory safely slindirds be esliblished with respect to residential garage door opener systems.
Section 2 of this id shill be operative on July I, 1991.
Cross Reference!;
Disclosure lo prospective purchaser lint property is located within special studies zone; Pub Res C § 2621.9 Disclosure that real property is located within seismic hazard zone: Pub Res C } 2694.Collateral References;
Taking a closer look; Significant new California legislation enacted In 1989. 13 CEO Real Prop L Rep No.2 P 37.

§ 1102.13. Failure to comply with article; Liability Tor damages
Cross References:

Disclosure to prospective purchaser that property it located within special studies zone; Pub Res C } 2621.9 
Disclosure that real properly is located within seismic hazard lone: Pub Res C ( 2694.
§ 1105. Wh e n  fee simple title is presumed to pass
Collateral References:
Ehrman & Flavin. Tiling California Property (3d ed) } 2:26.
§ 1113. Implied covenants
Collateral References:
Builder’s liability to new and subsequerl purchasers. 20 Southwestern U t.R 219

N O T E S  O F  DECISIONS

4. Cuvenant Against Prior Conveyances of the statutorily Implied covenant against encum-
In an action against a seller of real property brances (Civ. Code, { 1113. For purposes of { 1113,brought by a title insurer to recover what it paid lo a covenant running with the land restricting the use

the purchaser for diminution of property value after of properly constitutes an encumbrance. If an en-
the discovery of a recorded restrictive covenant cumbrance is one alTecling title, the covenantgranting a view easement over the property, the against encumbrances is broken at the lime of themere fact that the purchaser and the insurer may transfer, and the vendor's prior notice of the eneum-have known during escrow of the possibility of a brance Is immaterial. Fidelity National Title Ins.restrictive covenant did not necessarily bar the Co. v Miller (1989, 4th Disl) 215 Cal App 3d 116),'isi'tcr from recovering for the purchaser's breach 264 Cal Rptr 17.
§ 1148. Gilt not revocable

A  giH, olncr tliun n gift in view of impending death, cannot be revoked the 
giver.
Amended Slats 1991 ch 1033 { 2 (SD 271).
Law Revision Commission Comments:
1991 —Section 1148 is amended lo refer to a gift in view of "Impending" death, consistent with Probate Code Sections 3701-3703.
§§ 1149-1153. [Sections repealed 1991.]
Repealed Slats 1991 ch 1033 3-7 (SI) 271).
lav Revision Commission Comments:
1991—Former Section 1149 is superseded by Section 5702 of the Probate Code 
Former Section 1150 is continued in substance in Section 3703 of the Probate Code.
Former Section 1131 is superseded by Section 3704 of the Probate Code.
Former Section 1132 Is continued in substance in Section 3704 if the Probate Code.
Former Section 1133 Is continued in substance in Section 5703 of the Probate Code.

§ 1188. Officer must indorse certificate
A n  officer taking the acknowledgment of an instrument shall endorse therein 
or attach thereto a certificate substantially in the form prescribed in Section

1189.Amended Slats 1990 ch 1070 $ I (SD 2231).
Amendments:1990 Amendment: Substituted (I) "shall endorse" for "must indorse"; and (2) "form prescribed in Section 
1189" for "forma hereinafter prescribed".

§ 1189. General form of certificate of acknowledgment
(a) Any certificate of acknowledgment taken within this state shall be in

substantially the following form:
Stale of California i '
County of_____________  J

O n _________before me, (here insert name and title of the officer), personally

appeared_______________________________________________________________

personally known to m e  (or proved to m e  on ihe basis of satisfactory evidence) 
to be the person(s) whose name(s) is/are subscribed to the within instrument 
and acknowledged to m e  that hc/shc/thcy executed the same in his/hcr/thcir 
authorized capacity(ies), and that by his/her/their signaturc(s) on the instru­
ment the person(s), or the entity upon behalf of which the pcrson(s) acted,

executed the instrument.

W I T N E S S  m y  hand and official seal.

Signature_________________ (Seal)

(b) A ny certificate of acknowledgment taken in another place shall be 
sufficient in this state if it is taken in accordance witli the laws of the place 

where the acknowledgment is made.
(c) A n  acknowledgment provided prior to January 1, 1993, and conforming 
to applicable provisions of former Sections 1189, 1190, 1190a, 1190.1, 1191, 
and 1192, as repealed by Chapter 335 of the Statutes of 1990, shall have the 

same force and effect as if those sections had not been repealed.
Added Stats 1990 ch 333 { 2 (AD 2381). Amended Slats 1990 ch 1070 $ 2 (SD 2231); Slats 1991 ch 157 
{ I (All 1730).
Former Sections:Former { 1189, simllsr to the present section, was cnactcil 1872. Amended Slats 1891 ch 125 } 3; Sta:t 
1897 ch 46 } I; Slats 1980 ch 188 { I; Stats 1982 ch 197 }2, elTrctive May 12, 1982 and repealed Slats
1990 ch 335 f I (AD 2381).
Amendments:1991 Amendment: Substituted "January I, 1993“ for “January I, 1992" in subd (c).

§ 1190, Certificate of acknowledgment by corporation 
The certificate of acknowledgment of an instrument executed on behalf of an 
incorporated or unincorporated entity by a duly authorized person in the form 
specified in Section 1189 shall be prima facie evidence that the instrument is 
the duly authorized act of the entity named in the instrument and shall be 
conclusive evidence thereof in favor of any good faith purchaser, lessee, or 
encumbrancer. “Duly authorized person," with respect to a domestic or

I W i U m i n g  i o  | W | . 17



Continued from page C l

ditional S6.935 for a driller to 
reach water.

T h e  couple s”ed. T h e  case 
eventually went to the Alaska 
S u p r e m e  Court, which ruled 
that, even though the real estate 
agent thought the well was good, 
he is a conduit of information and 
should k n o w  his property, 
Bedsworth said.

“This is landmark in that in­
nocent misrepresentation landed 
on the broker,” he said.

Bedsworth said he tells all of 
his students to get the seller to 
reveal everything about a piece of 
property and say, “I don’t know,” 
to questions they cannot answer.

Disgrunded buyers often have 
a legitimate beef, said William L. 
McNall, an attorney representing 
buyers.

“There are more complaints 
out there,” he said. “The rate of 
litigation is increasing national­
ly”

McNall said real estate agents 
are trying so hard to lure clients 
they invariably promise too 
much. W h e n  a buyer with a foot 
of water in his basement finds 
out the former owner was flooded 
out four times in five years, he is 
bound to get angry, he said.

About SO percent of Alaska’s 
real estate companies cannot af- 
tord the high cost of errors and 
omissions insurance, which pro­
tects against lawsuits, according 
to a 2-year-old study by the Alas­
ka Real Estate Commission. The 
price is prohibitively steep be­
cause lawsuit risk is high.

The National Association of 
Realtors has made full disclosure 
by sellers one of its top priorities 
for 1992, said Robert D. Butters, 
deputy general counsel for the in­
dustry organization. H e  also ad­
vocated that states require a pro­
fessional property inspection be­
en? every sale.
“Then? are inequities on both 

-ides,” Wickersham said. “W e  
?eed to take this out of the realm
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STATE OF ALASKA
1992 LEGISLATIVE SESSION

FISCAL NOTE
BILL NO. HB 400

Revision Data:______________________________________________

Title: An Act relating to Fisheries Development
_______ Endowment Loans______________________
Sponsor: Representative Davidson_____________
Requestor: Labor and Commerce__________________

Department Affected: Commerce & Econ. Dev.
BRU: Investments___________________
Component: _______________________________ _

COMPONENT SERIAL NO. _Q. 3
EXPENDITURES/REVENUES: (Thousand* of Dollars)

OPERATING FY 93 FY 94 FY 90 FY 90 FY 97 FY 98
PERSONAL SERVICES
TRAVEL
CONTRACTUAL
SUPPLIES
EQUIPMENT
UND & STRUCTURES
GRANTS, CLAIMS
MISCELLANEOUS
TOTAL OPERATING 0 0 0 0 0 0

I CAPITAL o 0 0 0 1 0

REVENUE FUND RESOURCE: U 0 0 0 0

FUNDING: (Thousands of Dollars)

GENERAL FUND 0 0 0 0 0 ■ 0
FEDERAL FUNDS
OTHER
FUND SOURCE:
TOTAL

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

Estimate of current year Impact:

ANALYSIS (Attach a separate page If necessary.)
HB 400 creates a new loan program for nonprofit corporations that promote the develop­
ment of commercial fisheries in the state . Companion b i l l ,  HB 401, would appropriate 
$5,000,000 for the purpose of making a loan to Alaska Fisheries Development Foundation. 
I t  1s anticipated that th is is the only loan th a t would be made 1n the near future and, 
thus, no new funds would be needed to implement th is ________________________
Prepared By: Martin J . R ic h a rd f O lr p c t n r  Phone: . 4fiST?S10_________
Division:_______investments______________ ^  ^
Approved by Commissioner: G lenn A . Q ld ^ l - i__________________

Agency:  Department o f Commerce & Econom ic Deve lopm en t. Date: / ' > f  •
Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBR, Gov. Legls. Ofc., and Impacted Agency(les).

Pag# J  of _J__

G$faglife2a$D-l /012492a



STATE OF ALASKA 
H ou se o f R ep resen ta tiv es

Box V. Juneau, AK 99811 
(907) 465-2487 

Box 746, Kodiak, AK 99615 
(907) 486-8250

H O USE RILL 400 - "An Act relating to loans for the establishment 
of com mercial fisheries developm ent endowments; and providing for 
an effective date."

H O U SE RILL 401 - "An Act making an appropriation for a loan to 
the A laska F isheries D evelopm en t Foundation for a com m ercial 
fisheries developm ent endowm ent; and providing for an e ffec tiv e  
date."

House Bill 400 and House B ill 401 are companion pieces of legislation  
that would provide a state endowm ent for the Alaska F isheries  
Development Foundation (AFDF).

The endowment -- which will be in the form of a loan, to be repaid in 
10 years - w ill provide AFDF with sufficient incom e for the next 
decade to continue with its m ission of developing new fisheries and 
new seafood products in Alaska.

Since its founding in 1978, AFDF has com piled an im pressive record 
of accom plishm ents, including the developm ent o f innovative new  
onshore processing techniques for surimi, flatfish , and arrowtooth 
flounder. Through a board o f directors made up o f experts in 
harvesting, processing, and product developm ent, AFDF directs its 
research efforts toward practical projects with applied and direct
economic returns. Due to AFDF’s pioneering work, surimi production
is now a major industry in Alaska.

A long with private m em berships, AFDF has operated primarily on 
federal funds provided by the Saltonstall-K cnnedy Act. (Saltonstall- 
Kcnnedy funds come from tariffs on imported fish products.) Due to 
changing federal budget priorities, however, those funds have

District 27

Representative Cliff Davidson 
Chairman
House Resources Committee

SPONSOR STATEM ENT  

R e p r e se n ta tiv e  C lif f  D a v id so n



Page 2
House Bill 400 & house Bill 401

dim inished and are increasingly unavailable. Thu very survival o f 
AFDF is at stake today. Without a new source o f funding, the 
Alaskan econom y w ill not continue to enjoy the su ccesses and 
benefits of an organization with a proven record o f accomplishments; 
one that gu ides fisheries developm ent projects that ben efit all 
A laskans.

House B ill 401 is the appropriation bill. Section 1, the L egislative  
Findings, explam s the situation and the purpose o f the funding. The 
$5 m illion appropriation is a loan that w ill be repaid in full, though 
without interest, in ten years. This w ill enable the legislature to 
reevaluate its goals for fisheries research and developm ent.

H ouse B ill 400 establishes the program — the com m ercial fisheries 
developm ent endow m ent loan -- under w hich the funds w ill be 
appropriated. The endow m ent loan w ill be adm inistered by the 
Department o f Com m erce and E conom ic D evelopm ent. The bill 
contains a sunset provision  (S ec. 2) so  the program w ill be 
autom atically removed from the statute books when it is no longer 
n eed ed .



STAFF SUMMARY FOR CHAIRMAN

HB 400 & 401

"An Act relating to loans for the establishment of commercial 
fisheries development endowments...." (HB 400)

"An Act making an appropriation for a loan to the Alaska Fisheries 
Development Foundation for a commercial fisheries endowment...," 
(HB401)

(COMMERCIAL FISHERIES ENDOWMENT LOANS)

SUMMARY OF BILLS

Rep. Davidson's bills are aimed at development of new seafood 
products, not marketing of existing products. Of course, all the 
bills before the committee today are interrelated; better products 
make for easier marketing. The Alaska Fisheries Development 
Foundation has an impressive track record with developing new 
products for groundfish (pollock, cod, flounder, etc.), but has not 
developed salmon products. The Foundation could do salmon work or 
continue its groundfish work, but its federal funding is running 
out.

HB 400 authorizes the Department of Commerce and Economic 
Development to loan money for ten-year terms at zero interest to 
non-profit corporations specializing in the development of seafood 
products. The Alaska Fisheries Development Foundation is the 
intended beneficiary of this authorization.

HB 401 appropriates $5 million to Commerce for a loan to the 
Alaska Fisheries Development Foundation.

SUPPORTERS

Rep. Cliff Davidson, who will speak in favor of his bill.

Mr. Mel Munson, Executive Director of Alaska Fisheries Development 
Foundation, who will testify in favor of the bill and will provide 
the committee with expert testimony about problems facing the 
salmon industry.

None known.

OPPONENTS
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A M E N D M E N T

OFFERED IN THE HOUSE BY REPRESENTATIVE FINKELSTEIN

TO: CSHB 401(L&C)

Page 1, line 8, following "foundation.":
Insert "At least $1,000,000 of this appropriation shall be expended for salmon product 

development."
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CS FOR HOUSE BILL NO. 401 (L&C)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

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

Offered:

Referred:
Funding Information: General Fund $2,000,000

Other Funds -0-
$2,000,000

Sponsors): R E P R E S E N T A T I V E  D A V I D S O N

A BILL 

FOR AN ACT ENTITLED

1 "An Act making an appropriation for a grant to the Alaska Fisheries Development

2 Foundation for commercial fisheries development research projects; and providing for an

3 effective date."

4 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

5 * Section 1. The sum of $2,000,000 is appropriated from the general fund to the Department of
6 Commerce and Economic Development for payment as a grant under AS 37.05.316 to the Alaska
7 Fisheries Development Foundation for commercial fisheries development research projects to be selected

8 by the foundation.
9 * Sec. 2. This Act takes effect immediately under AS 01.10.070(c).

•1*
N e w  T e x c  U n d e r l i n e d  IDELETED TE XT BRACKETED1
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HB 400 (401): "An Act relating to Fisheries Development
Endowment Loans."

HB 400 establishes a new program that allows the department to make loans to 
establish endowments for support of commercial fisheries development research 
projects in the state. The loans would be made to nonprofit corporations 
incorporated for the purpose of promoting the development of commercial 
fisheries in the state. The loans would be ten-year, zero interest, unsecured 
loans due in full at maturity. Recipients would be required to provide financial 
information relating to the endowment and would be subject to audit by the 
legislative auditor.
HB 401 would appropriate $5,000,000 to the department for the purpose of 
making a loan under this program to the Alaska Fisheries Development 
Foundation.
The department is neutral on this legislation.

Olds, Commissioner
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A Proposal 
To Establish an Endowment to Perpetuate 
Industry-Directed Fisheries Development

In Alaska

Submitted for Consideration to the 
Alaska State Legislature 

January 1992

by

Alaska Fisheries Development Foundation, Inc. 
508 West Second Avenue, Suite 212 

Anchorage, Alaska 99501 
Phone: (907) 276-7315

Fax (907) 271-3450



A b s t r a c t

The commercial seafood industry o f Alaska proposes that the Alaska 
Legislature establish an endowment for commercial fisheries 
development in Alaska.

The Alaskc Fisheries Development Foundation since 1978 has 
initiated and led seafood industry development projects that have 
helped create new fisheries in Alaska, have greatly expanded the 
state's seafood processing and exporting capacity, and have 
contributed significantly to Alaska's economic growth and 
diversification.

Alaska Fisheries development Foundation is the force behind the 
successful demonstration of large-scale shore-based groundfish 
processing, the nation's first surimi processing plant, and a full- 
scale flatfish filleting plant. Over the last 14 years, AFDF has 
brought nearly one million dollars per year of federal research 
funds into Alaska.

Now, budget restrictions and priority changes in the federal 
fisheries industry grants program have caused severe reductions in 
federal funding for fisheries development projects. These changes 
have closed at least four of the original seven industry-directed 
fisheries development foundations in the U.S.

But many of the commercial fisheries of Alaska remain dramatically 
underdeveloped. It is vitally important that the State of Alaska 
continue to pursue industry-directed fisheries development research 
focusing on new species and on new processing technologies. It is 
also crucial that these development efforts be directed by the 
seafood industry— and designed with resource concerns in mind— and 
remain independent of the caprices of the federal budgetary 
process. An endowment of five million dollars from the State of 
Alaska, to be matched with industry contributions, is proposed as 
a means to perpetuate the administration and funding of crucial 
industry-directed seafood research and development in Alaska.



I. AFDF: A  proven leader in fisheries development for Al ask a

Alaska Fisheries Development Foundation (AFDF) opened in March 
1978, after Alaskan fishermen and processors joined together to 
bring federal fisheries development grants to Alaska and apply them 
toward needed development projects. The Foundation was formed, 
along with other regional foundations across the U.S., to bring 
home research funds from the federal Saltonstall-Kennedy (S-K) 
program, which was set up by Congress to fund domestic seafood 
industry research and development activities.

The S-K grants program was created to strengthen the U.S. fishing 
industry in the face of increasing foreign competition and 
fluctuating resources. S-K funds come from a portion of tariffs on 
imported seafood and seafood products. These funds have been made 
available annually via a nationwide competitive process.

When the S-K program began, members of the Alaska seafood industry 
collectively decided that, to direct these funds toward projects 
with the broadest benefit and a realistic chance of success, it 
would be best to maximize the industry's control of the projects 
and minimize the government's. The Foundation was organized to 
represent the industry; its members include harvesters, processors, 
and support industry representatives. Every year AFDF members and 
the Board of Directors, with input from all levels of the industry, 
set the Foundation's priorities and the staff designs project 
proposals for the S-K funding competition based on these 
priorities. This combination of strong industry participation and 
the compelling seafood development opportunities in the North 
Pacific have produced an outstanding record of accomplishment for 
AFDF.

II. AFDF's fisheries development approach and accomplishments

Alaska Fisheries Development Foundation's projects, from salt cod 
to surimi to flatfish filleting to new byproducts processing 
techniques, laid the groundwork for a good part of Alaska's current 
groundfish industry. The success of these projects also 
demonstrates the foresight and efficiency that industry direction 
provides. The Foundation has pioneered new methods of groundfish 
processing and harvesting, byproduct utilization, and salmon 
product development. Nearly all of AFDF's projects have brought 
significant new opportunities to Alaskan businesses.

AFDF's projects are straightforward and involve private industry to 
a great degree. Most Foundation projects are technology 
demonstrations. The most dramatic example of this approach was the 
Foundation's five-year Surimi Industry Development Project, which 
began in the early 1980s. Troubled former crab harvesters and 
struggling shore-based processors began to focus on the bounty of 
pollock off Alaska's coast, which was not then harvested or 
processed domestically. Foreign fleets dominated the groundfish 
fisheries at the time, but much of their finished products— surimi



and pollock fillets— were being marketed successfully in the U.S. 
and abroad. It was apparent that the Alaska seafood industry was 
missing out on a huge opportunity, but no information— ce r t a i n l y  no 
assistance— was available to aid the domestic industry in exploring 
the pollock opportunity. The Foundation stepped in to prov i d e  the 
information, guidance and opportunity for Alaska to prove to world 
markets that pollock-based surimi could be successfully p r o d u c e d  on 
shore by Alaskan producers. AFDF designed a demonstration project 
to set up and operate the first U.S. surimi plant, which, after a 
competitive process, was sited at Alaska Pacific Seafoods in 
Kodiak. Through our international industry network, w e  bu i l t  a 
surimi processing line and continued to improve it over the course 
of the project. We even introduced innovations to the Japanese, 
who invented surimi processing. So much improvement was m a d e  that 
for the first time the Japanese buyers, who previously contended 
that high-quality surimi could only be produced at sea, admitted 
that shoreside surimi production in Alaska could ind e e d  be 
succ e s s f u l .

One of the most crucial elements of the Foundation's w o r k  is our 
production and distributing of usable information that results from 
our projects. During the surimi project the Alaska Pacific 
Seafoods plant was open to other processors, buyers and researchers 
to tour and observe. This gave the whole industry a chance to get 
first-hand information from the project. The Foundation also 
produced numerous reports containing hard data on production, 
yields, quality control, equipment, process improvements, economics 
and every other aspect related to the processing of surimi. This 
information was widely applied by the entire industry, and is a 
prime example of the benefit of the collective ability of the 
seafood industry when compared to the limited benefits of p r i vately 
conceived and executed research and development efforts.

AFDF has also conducted other demonstration projects that have 
resulted in industry innovations now widely accepted. M a n y  of them 
also have brought widespread benefits to the state of Alas k a  by 
improving the industry's year-round stability, employment base, 
industry profitability and responsiole use of fisheries resources. 
Examples of such projects are:

1. Refrigerated sea water for storing pollock and cod before 
processing. During the surimi project, studies documented that sea 
water storage allowed round fish to be held for several days, on 
board or in the plant, without loss of quality. This knowledge was 
key to the establishment of the shore-based surimi p r o cessing in 
Alaska, and provided a crucial method to improve product quality 
and decrease waste.

2. The Baader 182 ~ 1 lock filleting machine. This then-new 
technology was demonstrated in a production situation for the first 
time during the surimi project. Its ability to automatically and 
quickly handle pollock of varying sizes dramatically enhanced the 
feasibility of both pollock fillet and surimi production in Alaska. 
These machines are now used by virtually every pollock producer.



3. Objective surimi quality measurements. The Japanese s y s t e m  cf 
determining surimi quality was based on broad categories such as 
vessel versus shore-based production and producer experience. A F D F  
pioneered objective quality and functional m e asurements t h a t  have 
allowed domestic producers to compete in the worldwide, esp e c i a l l y  
in the large Japanese market.

4. USDA approval for fish in meat products. The m i c r o b i o l o g y  of 
surimi, data generated in an AFDF study, was doc u m e n t e d  and 
incorporated into the first U.S. Department of A g r i c u l t u r e - a p p r o v e d  
Hazard Analysis and Critical Control Point (HACCP) p l a n  for 
seafood. This breakthrough resulted in the fi r s t  U S D A - a p p r o v e d  
processed food product containing a blend of s e a f o o d  and red meat. 
The potential of surimi to expand into the p r o c e s s e d  meat industry 
represents a tremendous domestic market for Alaska's fish products, 
especially with the recent focus on reduced fat and cholesterol in 
the diet. The potential of fish materials to be used in b l e n d e d  
meat products represents an unmeasurable o p p o r t u n i t y  in the future.

5. The first documented demonstration of sole and flounder fillet 
production in Alaska introduced Alaskan p r o d u c t  to a mark e t  
starving for high-quality product. The Ala s k a  flatfish r e s o u r c e  is 
nearly untouched, and AFDF's project applying North A t l antic 
proacessing equipment to Alaskan flatfish has focused wo r l d w i d e  
attention on Alaska as a source for quality flatfish. Since the 
start of AFDF's flatfish demonstration project, A l a s k a  has 
increased flatfish production fourfold.

6. Innovative uses of fish byproducts. AFDF has d e m o n s t r a t e d  the 
use of Alaska's first automated, continuous-flow seafood waste 
hydrolyzer. The hydrolyzed product is already being t e s t e d  for 
food for Alaska's salmon hatcheries, food for livestock, and 
fertilizer/insecticide on tree fruit crops. If fully successful, 
this process has the potential to greatly reduce pro c e s s i n g  wastes 
and increase industry profitability.

7. Conversion of a small salmon vessel to a cod longliner, and 
production of salt cod at remote sites. Information f r o m  this 
project has been used by many coastal communities to help expand 
economic development, and has led to the use of m a n y  small salmon 
vessels as longliners.

8. Spearheaded two efforts to find ways to process a r r owtooth 
flounder, a species known for its flesh softening problems. Both 
efforts are producing positive results, wh i c h  may lead to 
successful processing methods. This is esp e c i a l l y  important when 
one considers the size of the resource, which is e x p e c t e d  to 
support annual harvests of nearly 500,000 metric tons.

9. Spearheaded demonstration of poultry debon i n g  t e c h n o l o g y  on 
pink salmon frames. This demonstration produced usable salmon 
mince from previously discarded frames, a p r o duct that is v a l u a b l e  
and in high demand. This mincing technology may someday be applied 
to recover edible protein from the increasing num b e r  of s p a w n e d - o u t



carcasses at our private-non-profit hatcheries.

10. Development and testing of a prototype salmon head splitter 
to recover salmon flesh from the collars usually discarded w i t h  the 
heads. This high quality salmon "chunk" has an immediate
application in salmon canning, and perhaps could be developed into 
a specialty product with a high value similar to halibut cheeks.

These brief project descriptions give just a small idea of the 
benefits the State of Alaska has received froi Foundation 
activities. The complete chart of projects is considerably longer 
and can only be fully appreciated after reviewing the more than 
seventy-five project-related reports the Foundation distributes.

III. W h y  A n  Endowment?

The Foundation has been able to accomplish these development 
projects because of the Saltonstall-Kennedy program and its mandate 
for industry-directed research and development. A l t h o u g h  this 
program is still in effect, its funding and intent have been 
severely compromised over the past two to three years.

Because of the considerable stress on the federal budget and the 
funding of vital programs, the industry-directed portion of the 
Saltonstall-Kennedy program has been steadily reduced. The funding 
level in 1992 is only $500,000.00 for the entire country, nearly 
$7.0 million below the annual average for the last decade. The 
rest of the S-K funds have been redirected to fund general 
government operations. From the Alaska seafood industry's 
perspective, this reduction in Saltonstall-Kennedy funding reflects 
the fact that in most other areas of the United States the 
commercial fishing industry is much more developed— in m o s t  cases 
to the point of diminished resources. Our situation in Alas k a  is 
considerably different.

With the relatively recent development of most of our fisheries, 
opportunities, (especially groundfish) and with the rapid changes 
in established fisheries, (increasing pink salmon supplies and 
farmed salmon competition) we have before us dramatic opportunities 
to turn small investments in research and development into large 
benefits for the commercial fishing industry and the people of 
Alaska.

As with many other areas of endeavor, Alaska finds itself in a 
dramatically different stage than the rest of the country w h e n  it 
comes to fisheries developement needs. We cannot afford to lose 
the opportunities that are now available because of a reduction in 
the Saltonstall-Kennedy Program. The Alaska Fisheries Development 
Foundation's Board of Directors has responded to this challenge by 
initiating an endowment to fund the operations of the organization. 
This endowment would allow the Foundation to operate independently 
of the reductions in federal industry grants, and continue to 
provide the fisheries development breakthroughs that foster



industry success.

The Foundation is pursuing private and public sources of funding 
for the endowment. The endowment revenues will be applied t o w a r d  
long-term funding of the Foundation so it m a y  continue its 
integrated, cooperative approach toward fisheries development 
research. The total amount of funding needed to keep AFDF's 
efforts going is ten million dollars. Our request for State of
Alaska funds is five million dollars. We are seeking m a t c h i n g
funds from the food and seafood industry.

This level of endowment funding will allow the Foundation to 
maintain the optimum organizational structure, and to continue its 
tradition of gleaning maximum benefits from minimal administrative 
costs. The return on this investment for the people of Alaska can 
only be projected based on the past 14 years of accomplishments at 
the Foundation. These include bringing in more than $13 m i l l i o n  in 
federal grant funds and initiating demonstration projects that have 
increased Alaska's fisheries wholesale value b y  at least $240 
million annually.

The endowment is a small investment when one considers the b e n e f i t
it will bring to Alaska.



ALASKA FISHERIES DEVELOPMENT FOUNDATION ENDOWMENT

What Is The Foundation And What Is Its Goal?

* The Alaska Fisheries Development Foundation (AFDF) is a 
private non-profit corporation formed in 1978 by the Alaska s e a food 
industry to satisfy the research and development needs of A l a ska's 
commercial fishing industry.

* The Foundation acts as a catalyst for all segments of the 
seafood industry, including the scientific and r e s e a r c h  
communities, to demonstrate new technologies and ideas for the 
benefit of Alaskan seafood producers, users, consumers and fish e r y  
m a n a g e r s .

What Does The Foundation Do?

* AFDF conceptualizes and acquires funding for demonstration 
projects which allow the Alaskan seafood industry to test and apply 
new technologies in plants or aboard vessels thac expand 
opportunities, increase yields and make better use of Alaska's fish 
resources. These are projects that few companies could afford or 
have the ability to conduct on their own.

* AFDF demonstration projects have helped Alas k a n  fishermen and
processors develop new harvesting and processing techniques, create 
new markets for seafood p r o d u c t s , experiment w i t h  n e w  product 
forms, create economic opportunities for coastal communities, 
reduce fisheries waste, increase yields and p i o neer technologies 
that return the maximum benefit to Alaskans and the people of the 
United States.

* In its first 14 years, AFDF brought over $13 m i l l i o n  in
federal Saltonstall-Kennedy research and development funds to 
Alaska, and conducted hundreds of successful p r o j e c t s — m a n y  of 
which brought multi-million-dollar benefits to the Alaska seafood 
industry and to seafood-dependent communities.

What Has AFDF Accomplished?

* In tne past, AFDF projects have:
- Pioneered surimi and pollock production technology on shore 

in Alaska, resulting in a $500 million/year industry in Alaska;
Developed a whole new fishery based on Alaskan flatfish 

species, a bountiful resource that was not c o mmercially used before 
AFDF'S project. In the first three years since AFDF's flatfish 
development project, commercial flatfish fillet prod u c t i o n  has 
already brought $12 million/year into Alaska's economy and has not 
yet realized its full potential;

Led ground-breaking research into surimi production from 
arrowtooth flounder, a development that could lead to a seco n d  raw 
material source for surimi in Alaska;

- Spearheaded the development of new, profitable uses for



seafood processing byproducts to help seafood producers turn waste 
into marketable products;

AFDF demonstration projects have resulted in over 2,000 
full-time year-round jobs, which are a permanent addition to the 
Alaska economy; and

Identified and realized hundreds of opportunities for 
fishermen, processors and secondary processors to make fuller use 
of the protein from Alaska's fish, to reap more long-term, year- 
round benefits from Alaska's fisheries, and to return more benefits 
to the state of Alaska and the public.

Whv is AFDF Pursuing A State-Funded Endowment?

* AFDF has obtained a vast majority of its project funding from 
the federal Saltonstall-Kennedy program, which was set-up to fund 
industry conceived and directed development projects.

* The Saltonstall-Kennedy program, like many federal programs,
has suffered considerable funding cuts. These reductions
accurately reflect the fully developed status of commercial 
fisheries opportunities in most of the United States. But, Ala s k a  
has only recently begun to develop its commercial fishing resources 
beyond traditional species such as salmon and crab, and these 
federal budget reductions are limiting one of the greatest economic 
development opportunities in the country.

* AFDF is n o w  seeking a fisheries development endowment to
ensure that Alaska can continue to reap economic benefit from 
successful research and development, and to ensure that such 
development projects remain within the control of Alaskan fishermen 
and processors, and the citizens of Alaska, and are not controlled 
by the whims of federal funding and/or national politics.

* Fisheries make up Alaska's second most important private 
industry, and its largest private employer. AFDF has contributed, 
directly and indirectly, to the growth, stability and 
competitiveness of this industry. Alaska cannot afford to allow 
such an effective force to be lost due to a lack of federal 
fisheries funding priorities.

Whv Doesn't Industry Pay For The Endowment?

* Industry already provides more than $350,000 dollars each year 
to the operations and projects of the Foundation.

* The Foundation is also soliciting endowment funds from private 
industry and already has made a deposit to the endowment.

* The benefits of high risk industry research and development 
accrue to all sectors of Alaska and is therefore an investment 
within the purview of State expenditures.



FISHERIES DEVELOPMENT PROJECTS 

OF THE

A L A S K A  FISHERIES DEVELOPMENT FOUNDATION

1. Analysis of Factors That A f f e c t  Groundfish Quality

This project produced the first solid baseline of data on the 
quality characteristics of Alaska groundfish through the entire 
year. This information allows processors to structure their 
production to achieve the highest quality product, and to respond 
with factual information to speculation about how intrinsic 
characteristics of Alaskan species compare to North Atlantic 
species. AFDF worked with International Seafoods of Alaska, 
National Marine Fisheries Service (NMFS), All Alaskan Seafoods and 
Oregon State University to analyze groundfish product samples for 
an entire annual cycle. Samples were analyzed for moisture 
content, yield, taste acceptability, storage stability, and enzyme 
activity. The resulting data on quality and flesh characteristics 
is available in both a poster and a full report.

2. Development of Improved Techniques for Bone and Parasite 
Removal

In a project involving many shore-based cod processors, the 
Foundation has been working with the University of Alaska Fishery 
Industrial Technology Center (FITC) to improve current methods of 
bone and parasite removal, and to develop new, better methods. 
First, we studied the use of light filters and h o w  variations in 
light intensity affect candling efficiency. Other studies involved 
mechanical vision systems, and m a y  include testing bioelectrical 
methods as well. The goal is to develop a less labor-intensive, 
more accurate w a y  to remove fish parasites. This may eventually 
lead to completely automated parasite detection and removal.

3. Development of Surimi Process Quality Assurance

This project has given surimi producers better quality information 
and expanded mark e t  opportunities. It also helped pave the w a y  for 
U.S. Department of Agriculture approval for HACCP-produced surimi 
to be used in processed m e a t s — a first for any seafood p r o d u c t . 
AFDF, Alaska Pacific Seafoods and the FITC together introduced a 
cutting-edge Hazard Analysis and Critical Control Point (HACCP) 
program, a qual i t y  assurance technique at the food industry 
forefront. A complete multi-seasonal microbiological analysis of 
production samples was done, and critical control points in the 
surimi process were identified. This effort has resulted in much 
better quality control. USDA approval for HACCP-produced surimi in 
processed meats, a direct result of this program, has created a



multi-million-dollar opportunity for surimi producers. We are 
applying thf» HACCP concept into other Alaska seafood processing 
lines so that broader microbiological data will be available to 
industry. This information will help prepare the Alaska seafood 
industry for the expected mandatory federal seafood inspection 
program.

4. Flatfish Processing Line Yield Improvements

During the AFDF flatfish project in 1988, we recognized the n e e d  to 
reduce waste and increase profits by improving yields during 
processing. This project demonstrated a process that would r e c over 
the flesh left on filleted flatfish frames. The process used 
available technology transferred from the poultry deboning industry 
to the Alaska seafood industry. Results indicate that we can 
increase recoveries and returns to processors and fishermen. We 
are also testing a similar process to increase yields from other 
groundfish, especially gray cod and pollock.

5. Development and Demonstration of Seafood By-Product H y d rolysis

The Foundation, working with North Pacific Processors and A d v a n c e d  
Hydrolyzing Systems, addressed the crucial question of seafood 
processing by-product utilization. Conventional meal and oil 
processing, though effective enough in large plants, offered little 
opportunity for most of Alaska's smaller or seasonal processors 
because of high capital costs. We tested a prototype 1,000/lb. per 
hour automated hydrolyzer machine and produced more than 
12,000/lbs. of meal from material that would n o r m a l l y  be discarded 
as waste. The hydrolyzed product was analyzed for use in piglet 
starter feeds at the University of Alaska Fairbanks, salmon fry 
feeds at the Fort Richardson State Hatchery, and as foliar 
feeder/insecticide for commercial fruit trees in Oregon. If 
successful, this hydrolyzing technology will allow processors to 
use more of the raw material they buy from harvesters, and to 
minimize problems with effluent regulations. This project has been 
continued for one more year to further explore the h y d rolyzing 
options available to Alaska processors and the applications for 
hydrolyzed products.

6. Coordinate an International Seafood By-Product Conference

The Foundation, together with The University of Alaska Sea Grant 
Program, Icicle Seafoods, and several other members of the seafood 
industry hosted this international conference in 1990. The 
conference featured speakers from major fish by-product producers, 
researchers and buyers, and attendance topped 200 people from 13 
countries. The purpose of the conference was to expose the Alaska 
industry to the worldwide demand and opportunities for seafood b y­
products, and to expose the international seafood by-products 
industry to growing opportunities in Alaska. In the past, 
dominance of Alaska's industry by salmon and crab producers h a d  led 
to a widely held belief that Alaska had little to offer in the way 
of high quality whitefish by-products. The fact that our waste



streams had changed and our by-product handling facilities had been 
upgraded was not widely known. The conference was very successful 
in achieving these goals.

7. Testing an Automated Vision-Based F l a t f i s h  Sorting System

During our recently completed flatfish production demonstration 
project, we discovered that one obstacle to profitable flatfish 
filleting was the sorting problem caused by the large size range of 
flatfish species. Hand sorting is extremely time consuming and 
expensive, but is necessary to effectively machine fillet the fish. 
A prototype vision-based sorting machine from Eastern Canada is 
being tested at All Alaskan Seafoods for its ability to correctly 
sort Alaska flatfish species. If the machine is successful, as it 
is with Atlantic flatfish species, we will have solved a major 
problem for automated flatfish filleting in Alaska.

8. Developing a Flatfish Gutting Machine

A  second obstacle to flatfish industry development the presence of 
rocks and grit in the gut cavity of Alaska flatfish, which damages 
the blades of automated filleting equipment. To solve this 
problem, we have begun to develop a prototype machine that would 
clean the belly cavity before the fish is filleted. If successful, 
this machine would increase efficiency, profitability, and 
feasibility of flatfish processing in Alaska.

9. Researching Feasibility of Producing A r r o w t o o t h  Flounder 
Surimi

Working with the National Marine Fisheries Service (NMFS), Eagle 
Fisheries, Alaska Draggers Association, Alaska Pacific Seafoods, 
and All Alaskan Seafoods, the Foundation is attempting to document 
the feasibility of commercial production of surimi from arrowtooth 
flounder. Arrowtooth flounder have an intrinsic flesh softening 
problem that renders them useless for seafood processors. The Gulf 
of Alaska population is at very high levels, and both harvesters 
and processors go to considerable trouble to avoid— or, when 
encountered, d i s c a r d — this species. Dr. Diana Wasson, a scientist 
with NMFS, identified an additive which, when applied in the 
laboratory to arrowtooth flounder flesh, effectively eliminated the 
flesh softening problem. This incredible breakthrough led to a 
production test of the additive, which demonstrated successful 
application. The additive seems to retain its effectiveness 
through frozen storage. Final results from this project have been 
released. The next step will be a full-scale demonstration project 
in 1992 so that the industry will be able to collect the 
information required to make educated decisions about the 
feasibility of arrowtooth flounder surimi processing on an 
industrial scale.



10. Modif i c a t i o n  of Crab Pots to Harvest Pacific Cod

In response to the recent development of modified crab pots for the 
harvest of gray cod, the Foundation— together with the Alaska 
Department of Fish and Game, Neptune Trap and Trigger, Gotyas and 
the M / V  Enterprise— completed research into the effectiveness of 
pot gear in harvesting cod and avoiding halibut. Both processors 
and harvesters have been hard hit by the closure of groundfish 
fisheries when halibut limits have been reached. The use of
inclusion d e v i c e s , together w i t h  vertical dividers in pot 
entrances, offers a logical method to continue the harvest of gray 
cod while eliminating most halibut. This harvesting met h o d  could 
also allow many small crab vessels to enter the groundfish fishery 
wi t hout large capital investments. The field research for this 
project has been completed and a final report is available. The 
results give harvesters an objective look at the production 
possibilities of this new gear type. We are also planning to study 
various modifications of bottom trawl gear in an effort to identify 
changes that will reduce trawlers' catches of halibut in 1992.

11. Ongoing Program Development

Each year the Foundation's program development committee, bo a r d  of 
directors and staff complete an effort to identify and select 
projects for funding proposals. This year's effort is just 
beginning and will be completed in late March. At the present time 
the following ideas are under consideration: expanded arrowtooth
flounder surimi studies, continued trawl bycatch reduction studies, 
pink salmon surimi, mince and secondary processing studies, squid 
surimi production demonstration, recovery of proteins from surimi 
wastewater, continued byproduct prrcessing efforts, a bycatch 
workshop, and automated removal of cod pin bones.
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What makes a high-quality fishf A year-long study ol pollock, cod and rock sole shows how qttalily factors and conditions change through the seasons. Fish quality is a blend of variables - some are intrinsic anil some can l>c controlled wilh careful handling and monitoring. Three major quality problems arc: cfriploss. related lo moislure; gaping, caused by seasonality and poor handling; and overall desirability. It's helpful (or lish Intycrs, producers and managers lo know how and when qualify



I ALASKA FISHERIES DEVELOPMENT FOUNDATION, INC. 

BOARD OF DIRECTORS
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Bruce Buis
American Factory Trawler Ass'n 
4039 21st Avenue W.
Seattle, Washington 98199 
Work: (206) 285-5139
Home:
FAX: (206) 285-1841
Alternate #:
Processor
Supporting
Board

Mark Chandler 
F/V Topaz 
P.O. Box 116 
Kodiak, Alaska 99615 
Work: (907) 487-9755
H o m e :
FAX: (907) 487-2417
Alternate #: 
Fisherman, Reg. IV 
Voting 
Board

Gil Gunderson 
Northern Fury Seafoods 
P.O. Box 32543 
Juneau, Alaska 99803 
Work:
Home: (907) 789-2457
FAX:
Alternate #:
Fisherman, Reg.I 
Voting
Board President

Dan James
Kodiak Reduction, Inc. 
911 Gibson Cove Road 
Kodiak, Alaska 99615 
Work: (907) 486-3171
Horae:
FAX: (907) 486-2670
Alternate #:
Support
Voting
Board

Alvin R. Burch 
Alaska Draggers Association 
P.O. Box 991 
Kodiak, Alaska 99615 
Work: (907) 486-3910
Home: (907) 486-5238
FAX: (907) 486-6292
Alternate #:
Fisherman, Reg. Ill
Voting
Board

Oscar Dyson
All Alaskan Seafoods, Inc. 
P.O. Box 1728 
Kodiak, Alaska 99615 
Work: (907) 486-3694
Home:
FAX: (907) 486-3840
Alternate #:
Processor
Voting
Board

Phil Hanson 
UniSea, Inc.
15400 NE 90th Street 
Redmond, Washington 98073-9719 
Work: (206) 881-8181
Home:
FAX: (206) 821-8416
Alternate #:
Processor
Voting
Board Secretary/Treasurer

Rae McFarland
Diamond Stainless
84 High Country Road
Herriman, Utah 84065
Work: (801) 254-7377
Home: (206) 869-6611 CA WK
FAX: (801) 254-0432
Alternate #: (209) 869-4069 CA. FAX
Support
Voting
Board



Henry V.E. Mitchell 
Bering Sea Fishermen's Ass'n 
725 Christensen Drive 
Anchorage, Alaska 99501 
Work: (907) 279-6519
Home:
FAX: (907) 258-6688
Alternate #:
Fisherman At Large
Voting
Board

George M. Pigott
Sea Resources Eng., Inc.
2759 92nd N.E.
Bellevue, Washington 98004 
Work: (206) 453-1546
Home:
FAX: (206) 453-9634
Alternate #: (206) 543-4281
Support
Voting
Board

Steven A. Russell 
F/V H u s t l e r  
P.O. Box 4974 
Kenai, Alaska 99611
Work: (907) 776-5119
Home: (907) 776-8602
FAX: (907) 776-7517
Alternate #: 
Fishermen, Reg. II 
Voting 
Board

Paul L. Schilling 
Alaskan Gourmet, Inc.
P.O. Box 190733 
Anchorage, Alaska 99519 
Work: (907) 563-3752
H o m e :
FAX: (907) 563-2592
Alternate #:
Processor
Voting
Board Second Vice President

John Sevier 
Alaska Pacific Seafoods 
627 Shelikof Avenue 
Kodiak, Alaska 99615 
Work: (907) 486-3234
Home:
FAX: (907) 486-5164
A lternate #:
Processor
Voting
Board First Vice President



PROGRAM DEVELOPMENT COMMITTEE 
(Appointed)

Bruce Buis
American Factory Trawler 
Ass 'n

4039 21st Avenue, West 
Seattle, Washington 98199 
(206) 285-5139 
(206) 285-1841 FAX

Mark Chandler 
F/V Topaz 
P.O. Box 116 
Kodiak, Alaska 99615 
(907) 487-9755 
(907) 487-2417 FAX

Dan James
Kodiak Reduction Inc. 
911 Gibson Cove Road 
Kodiak, Alaska 99615 
(907) 486-3171 
(907) 486-2670 FAX

Henry Mitchell
Bering Sea Fishermen's Ass'n 
725 Christensen Drive 
Anchorage, Alaska 99501 
(907) 279-6519 
(907) 258-6688 FAX

Terence Reeve 
Towa America, Inc.
424 East Manor Avenue 
Anchorage, Alaska 99501 
(907) 276-6869

A1 Burch
Alaska Draggers Association 
Box 991
Kodiak, Alaska 99615 
(907) 486-3910 
(907) 486-6292 FAX

Oscar Dyson
All Alaskan Seafoods
Box 1728
Kodiak, Alaska 99615 
(907) 486-3266 
(907) 486-3840 FAX

Rae McFarland, Chairman 
Diamond Stainless 
84 High Country Road 
Herriman, Utah 84065 
(801) 254-7377 
(801) 254-0432 FAX

Paul Schilling 
Alaskan Gourmet, Inc. 
P.O. Box 190733 
Anchorage, Alaska 99519 
(907) 563-3752 
(907) 563-2592 FAX
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Alaska Fisheries Development Foundation, Inc. 508 West Second Avenue Suite 212, Anchorage, Atosl a 99501 
__________________________________ (907) 276-7315 F*s: (907) 271-3450__________________________________

Numtxr Publications Cott (USJ)
of copies
| ) Tbc Lodestar • AFDFs Quarterly Newsletter

(Calendar year publics lion)
Gcaeral

( ] AFDF Industry Survey, 1989
| ] Alaska Fisheries Economic Assessment Model, 1989
| ) Alaska Pollock: Is il a Red Herring? Conference Proceedings, 1981
| ] Alternate Pink Salmon Product Forms, 1988
| ) Atka Mackerel: The Invisible Fishery, 1987
| J Bering Sea Fuhemsen's Association Marketing Education Project, 1983
| 1 Conference on Fuberies Development in Rural Western Alaska: Proceedings, 1983
| ] DeraonslrationofParasiteDetcctionTcchnologicsonAlaskaGroundfisb,l990
| ) Development of an Alaska Pink/Chum Salmon Product, 1989
| ) Development of Improved Techniques for Bone/Parasite Removal in While Fish Fillet Production, 1991
| ] Frve-Year Commercial Fisheries Devdopmenl Plan for Alaska White Fish & Underutilized Species, 1981
| ] GroundJishQualiiyProjectFmalReport,1991(IndudesQualilyPoslerandl990ProgressReporl)

( ] Poster only 5.00 | ) Report only 10.00 
| ] Longlining Information Package, 1983: Includes Automated Longlining in Norway; Conversion

of a Crabber to an Auto-Longlining Catcher/Processor (Executive Summary, Trip Reports,
Financial Analysis and Final Report); Building Instructions for a Low-Cost Longlinc 
Baiting Machine; and Fishing Objectives and LongliningTcchniques 

| ] Marketing Service Project for Smaller Fuberies in Remote Areas, 1981
| ) ModifyingCrab Pols lo Harvest Cod, 15791
( ] MonitoringandControllingPerformanceorComraerdalFreczersandColdS!orcs,1990
| ) Mosquito Fleet Goes to Fuh Camp: Small Vessel Salt Fish Operation at Remote Alaska Site, 1983
| ] Pacific Pollock: Resources, Fuberies, Products and Markets, 1983
[ ] Proceedings from Sah Fuh Workshop, 1981
| ) Promise of Profits: TbcTridenlSeafcxxlsExperienoc, 1986
[ ) Salt Cod Production Field Manual, 1983

Surimi
Surimi: It's American Now! A compendium of the AFDF Surimi Industry Devdopmenl 

Project to bring surimi technology lo America, 1982-87 550.00
Application of Surimi Quality Measurements to Least-Cost Linear Programming of Surimi 

Production Formulations, 1989 3.00
Assessment of Industrial Markets for Pollock Surimi (Phase I: Functional Properties) 1985 2.00
Availability of Pollock in Relation to Possible Surimi Production Centers, 1984 2.00
Customized Surimi: Market Evaluation, Production & Sample Distribution, 1990 5.00
Devdopmenl and Market Evaluation of a Surimi Product (Seattle Sausage), 1990 2.00
Devdopmenl of Methods for Quality and Functionality Assessment of Surimi and Minoed 

Fuh in Gd Type Food Products, 1985 2.00
Evaluation of Factors AfTecting the Consistency, Functionality,Quality &

Utilization of Surimi, 1990 10.00
The Domestic Market Outlook forSurimi-Based or Fish Mince Products, 1983 2.00
Fish Prolan in Processed Meats: The Surimi Potential (National Provisiener reprint, 1985) 2.00
Functional Properties of Alaska Pollock! iroi for Applications in the Focxl Industry, 1985 2.00
Hazard Analysis & Critical Control Point System: An Outlinefor tbe Surimi Industry, 1988 3.00
Hazard Analysis & Critical Control Point System: Guiddinea for the Surimi Industry, 1990 10.00
List of U5. Seafood Analog Companies 2.00
List of U5. Surimi Proceasing Companies 2.00
McRae-ManningTcsl lo Determine Gd Strength and Functionality of Surimi, 1989 2.00
McRae-Manning Test Training Manual, 1989 200
Comparison of the Punch, Torsion, Constant Rate Deformation and Dynamic Force Deformation 

Tests lo Determine Rbeological Properties of Surimi Gds, 1990 2.00
Mscrobiological ProfsJingof Surimi Production: Phase 1,1988 2.00
Microbiological Study ofSurimi Production. Phase II, 1989 200
Opening the Door to Surimi Quality: The Quality and Prc*ervalion of Shore-Produced Surimi, 1988 5 00

55.00
5.00
5.00
5.00
5.00
5.00
2.00
5.00
3.00
5.00 
200
15.00

17.00
2.00
7.00
5.00
2.00
5.00
5.00
5.00
5.00

(Foreign) MO.OO
(US) 530.00



I 1 Partial Quality Control: SuriraVMeat Products, 198S 3.00
I ] Pastries to Peanuts: Tbc Japanese Kamaboko Industry, 1983 2.00
I 1 Pilot Surirai and Analog Line: Information Manual, 1988 2.00
I ) Product Devdopmenl: Surimi and Meat, 1988 300
I | Prototype Product Devdopmenl Using Alaska Surimi, Salmon and Pollock Mince, 1989 200
I ] Refrigerated Seawater and Surimi Production torn Alaska Pollock, 1986 200
I ) Situation and Outlook for Surimi and Surimi-Baoed Foods, 1989 2.00
I | Surirai: Alternate Prolan Source for Processed Meat Products (Food Processing reprint, 1990) 2 00
I 1 Surimi and Meal (Food Engineering reprint, 1988) 200
I ] Surimi as an Ingredient in a New Salmon Jerky Product, 1985 2.00
I 1 Surirai Produdion Contract Briefing, 1984 2 00
I ) Surirai Specifications Summary, 1985 2 00
I ) Surimi-Baied Foods and Seafood Analogs, Conference Proceedings, 1984 200
I | The Use of a Beehive Deboner in Surimi Processing, 1988 2.00
I I Tbe Use of Decanter Centrifuges in Surirai Processing, 1988 2.00
I ] Tbe Use ofSurimi in Restructured Meat Products: Interim and Final Project Reports, 1989 200

By-Products
I ) Alaskan Salmon and White FtshO'd Marketing, 1989 (Indudes FDA Meeting Summary and Quality

Analyses and Fatly Acid Profiles of Four Samples of Alaska Salmon Oil) $10 00
| | Characterization of Alaska Seafood Waste, 1988 J.00
I 1 Fish Feed Trials Using an Eiperiroental Hydrolysate Diet, 1991 5 00
I | Hydrolyzer Demonstration Project Final Report, 1988-1990 1000
| ] Making Profits Out of Seafood Waste, Conference Proceedings, 1990 1000
I | Mulli-SpeckaDy-Product Utilization Final Report (KR1), 1989 5.00
I 1 No Guts, No Glory: News about Alaska fish meal and oil, April 1989 2 00
| ] No Guts, No Glory: Hews about hydrolyzed fish protein from Alaska, September 1991 2.00
| | Niitritionaland Feeding Vatueof a Salmon Head Protein Hydrolysate in Pig Dicta, 1991 5 00
| ) U5. Market Prospects for Alaska Pollock Liver 03, 1988 5.00
| ] Recovery and Evaluation ofMarketahle Products from CodTriraraings, 1983 5.00
| ) Rendering Profits: Fish Oil Seminar Proceedings, 1987 5.00

Flatfish
| 1 ADF&G GroundfishObservtrs for AFDF Flatfish Proicct Final Report, 1989 55.00
| ) Arrowtooth Rounder Microwave Project: Final Report, 1990 5.00
| ) Arrowtooth Flounder Protease Inhibitor Injection Project, 1990 5.00
| ] Commercial UtBizalionofAnowtoolhFlounder, 1991 7.00
| ) Flatfish Handling, Processing and Marketing Project, 1990 ■ 3.00
1 ] Flatfish Processing Line Yield Improvements: FinalRcportl99l,Plusboraevideodocuroenlingprocess 1000
| ] Flatfish Quality Evaluation Project, 1978-89 5.00| ] Flounder Stocks in Central Gulf of Alaika: Notes on Distribution, Biomiss, Species, Spawning

Periods and Marketability, 1988 10.00
| ] Improving Methods for Handling Flatfish on Vessel and in Plant lo Maaimize Quality, 1990 10.00
| | The Joint Venture Fishery for Y'ellow Sole in the Bering Sea, 1980 5 00
| | Sole Source: Flatfish Project Newsletter, April 1988-March 1990 10.00

Video Tapes
| | The Sole Source"- The Alaska Flatfish Fishery 570.00
| ) "Surirai:AnAraericanOpportunity’-MarketsandUsesforSuriiLiSeafoods 40.00
( ] "Surimi: Building Block for Formulated Foods' • How to Use Surimi in Processed Foods 45.00
| j "White Gold: Tbe Surirai Block Blues"- How Surimi is Made in tbe U.S. 4000
| ] "BlendedSeafood:AVideoCookbook"-CreativilyintheKJtcbenFeaturingChefEricBenson 15.00
I |nw In Order Prices cover co*l of printing and shipping within lb: US. only. Shipping ciugu will be added foi 
international orders. Please send payment in U.S. dollars only with order. No orders shipped without advance payment. 
Questions? Call Shirley MarineUi at AFDF, (907) 276-7315.
Ship to: _________________________________________________
Company:  __________________________________________
Addieas:  ________________________________
Gly/Slale/Zip: _ 
Amount Enclosed:



2550 Denali Street, Suite 1201 

P. O. Box 92070 

Anchorage, Alaska 99509-2070 

(907) 276-2007

January 23, 1992

Representative David Finkelstein 

Alaska State Legislature 

Post Office Box V  

Juneau, Alaska 99811

Dear Representative Finkelstein,

This is to express strong personal and institutional support for

the substance and purpose of House Bill 400 (and related HB 401). The 

Alaska Fisheries Development Foundation seems to be one of the most highly 

regarded and widely respected organizations in and around the Alaska 

seafood industry. Although there has never been occasion for a direct 

relationship between CFAB and AFDF, we have had many opportunities to 

observe the relevance of its efforts, the professionalism of its staff and 

structure, and the broad and positive impacts of its results. We believe 

it is an effective and efficient organization. Please advise us if there 

is an opportunity to assist your efforts in connection with this 
legislation.

Ve r y  truly yours

Edward E. Crane 

President

E E C :drav

Alaska Commercial Fishing and Agriculture Bank



S a lm o n  S tr a te g y  
T ask  F o rce  

R e c o m m e n d a tio n s

Walter J. Hickel, Governor 
Commissioner Glenn A. Olds, Chair

State of Alaska 
Department of Commerce and 

Economic Development 
Division or Economic Development

JANUARY 24, 1992
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Governor Hickel appointed the Salmon 
Strategy Task Force on August 15, to in­
vestigate the reasons for the 1991 salmon 
crisis and to review options for industry 
stabilization and recovery.

Alaskans should be proud of the courage of 
the people and companies that started this 
industry years ago. The people and lifestyle 
of the salmon industry are a fundamental 
part of Alaska’s history, culture and way of 
life.

Alaska has been the world’s leading sup­
plier of salmon. The state’s salmon industry 
now faces strong competition from many 
other sources and its dominant role is threat­
ened. Traditional markets are no longer 
dependent on Alaska for their needs.

The entire world is producing salmon at a 
record rate. For many years, Alaska’s 
salmon industry enjoyed a market strategy 
based on allocating scarce resources among 
competing customers. In less than a de­
cade the entire system has changed. Now 
the competition in both traditional and de­
veloping markets is intense, and it’s likely 
to stay that way.

In order to compete, and indeed survive in 
this new environment, it is essential that all 
participants in the industry recognize and 
accept the reality of these competitive 
changes. The industry is facing a crisis of 
considerable magnitude, requiring decisive 
short term action and long temi action to 
prevent the crisis from recurring.

The 1991 salmon season has forced us to 
recognize that the Alaska salmon industry 
is at a crossroads. As with many other 
industries in America, we must recognize 
that traditional business practices are no 
longer adequate in tbe face of global com­
petition. Reevaluation and action are 
required.

The Salmon Strategy Task Force has made 
several immediate and long-term recommen­
dations which should alleviate the immediate 
crisis, help stabilize the industry, and plot 
a course to regain our leadership role in the 
marketplace.

The effects of the decrease in salmon prices 
are profound, putting at risk state loan pro­
grams, community stability, and tax 
revenues to all levels of government. The 
seafood industry is the state’s largest pri­
vate sector employer, with the largest 
resident private sector payroll. The failure 
of the state and the industry to take deci­
sive action will result in continued weakness 
in this economic sector and put increased 
demands and safety net programs.

These will not necessarily be easy changes 
to make. It will take a substantial commit­
ment of time, hard work, and money. We 
ask that the Administration, the entire 
salmon industry and the Legislature work 
together to support the implementation of 
these recommendations.

Charge, lo the Task. Force
Governor Hickel’s charge was to develop a 
strategy to generate maximum economic 
return to Alaska fishennen, processors, and 
the state as a whole, consistent with wise 
use and conservation of the resource. The 
Task Force is to make specific recommen­
dations to the seafood industry, the 
Administration and the Legislature.

The group was to focus on methods to 
maintain existing markets, develop alterna­
tive markets and product forms, promote 
secondary processing, develop necessary in­
frastructure, coordinate production and 
marketing strategies, improve salmon qual­
ity control, optimize fish tax policies and 
improve fish harvesting and processing ef­
ficiency. The Task Force also delineated 
existing salmon markets and collected and 
distributed information to assist fishermen 
and processing companies in reaching agree­
ment.



Conditions requiring.study.
The major factors distressing the industry 
are greatly increased competition, high in­
ventory levels, low prices, and projections 
of continuing high production levels. The 
runup in prices 1986-1988 followed by 
declining prices since have left many fish­
ermen with debt loads they cannot support. 
The declining markets have hurt proces­
sors, exporters, and end users holding 
product in a declining market as well. These 
factors led to serious price disputes and 
charges of price fixing in some quarters as 
the 1991 season developed.

The market outlook for the 1992 season 
may improve somewhat for sockeye, but 
extremely high inventory levels remain for 
pinks. These species represent the vast 
majority of Alaska production value and 
volume. The early, very tentative progno­
sis from Fish and Game is for another big 
production year.

Inventory uf issues
An initial questionnaire went out to 350 
recipients of the Alaska Fish and Game 
weekly catch reports in mid July. This was 
followed by a second mailing of 125 in late 
July that added all Alaskan salmon fishing 
organizations, processors and legislators. 
Tire mailing solicited opinion on the issues 
the Task Force should address. Some 70 
responses (a 15% response rate) were re­
ceived. Staff collated the responses and 
summarized them. These responses were 
then categorized under nine headings for 
presentation to the Task Force.

Sekfitimuil Task Eurcs
The Governor announced the membership 
of the Task Force on August 15. It in­
cludes broad representation from the salmon 
industry, appropriate state agencies, and the 
general public. The group provides a good 
cross section of the industry and policy 
makers in state government, while main­

taining reasonable geographic balance and 
a practical size. The members are:

Honorable Richard Eliason of Sitka, 
Presidert of the Alaska Senate, 
and a Southeast Alaska fisher; 

Honorable Fred Zharoff of Kodiak, 
Chairman of the Alaska Senate Rules 
Committee and a Bristol Bay fisher; 

Honorable Eugene Kubina'" of Valdez, 
Chairman of the House State Affairs 
Committee;

Commissioner Glenn Olds,
Alaska Department of Commerce and 
Economic Development;

Commissioner Carl Rosier*,
Alaska Department of Fish and Game; 

Mr. Ed Crane*,
President of the Alaska Commercial 
Fishing and Agriculture Bank;

Dr. Jerome Komisar,
President, University of Alaska;

Mr. Richard Lauber,
Vice President, Pacific Seafood 
Processors Association;

Ms. Hazel Nelson*,
President, Becharof Corporation, 
and Bristol Bay fisher;

Mr. Greg Seider*,
Executive Director, United Fishemicn of 
Alaska;

Ms. Sandra Tavanis*,
Co-owner, Sea Hawk Seafoods, Valdez; 

Mr. Bob Van Brocldin,
Prince William Sound Aquaculture 
Corporation; and 

Mr. Robert Waldrop,
President of the Board, Alaska Seafood 
Marketing Institute, and Vice President, 
Silver Lining Seafoods, Ketchikan.

* Editorial Committee 

Calendar of work
The Task Force met four times, August 29. 
October 7, November 1, and November 22. 
Agendas and summaries of the meeting 
minutes arc contained in appendices to the 
full report.



At the first meeting, the Task Force se­
lected which of the issues raised in the 
extensive mail-out solicitation to pursue. 
Five of the original nine survived; product 
and market development, reducing costs of 
production, getting reliable information, 
improving quality, and marketing salmon 
and ASMI’s role. It also became clear there 
were several myths at work clouding the 
issues. Staff reworked the five issues passed 
by the Task Force in the first meeting into 
problem statements before the second meet­
ing.

The second meeting started with presenta­
tions on various myths, including 
"everyone’s making money but me," "it’s 
all just a Japanese conspiracy," and “we 
should stick to business as usual, the cus­
tomer just thinks they want something 
different.". The Japanese market, salmon 
prices, margins and costs at various points 
in the industry, and ASMI’s mission were 
discussed. The Task Force made changes 
to the problem statements and staff followed 
up the second meeting with extensive inter­
views of Task Force members and other 
expens to lay out the facts and options 
available to address the problems. A sixth 
problem was isolated and addressed in this 
process, the need for strategic planning. The 
persons interviewed, the questions asked and 
the options identified are in the full report 
appendix.

The third meeting started with presentations 
of the interview results and options gath­
ered. The interview results fomi the muin 
body of the full report. The Task Force 
then ranked the options available at that 
time. Some options were dropped. Staff 
reworked the options into general, specific, 
and detailed lists, and prepared a draft 
outline for the report.

The fourth meeting consisted of preparing 
some new recommendations for inunediate 
action, and reworking the options that 
passed muster at the third meeting into the 
recommendations that follow. Some items 
were dropped. An editorial committee was 
appointed to oversee production of the re­
port (see footnote above), and a schedule 
established for completion of the report.
Recommendations
The Task Force recommendations take into 
account budget cycles and priorities. In 
many cases requiring state agency action, 
existing budgets are not adequate to per­
form the recommendations. Additional 
funding will be required, not reprogram­
ming of existing budgets. The Task Force 
expects the relevant agencies to prepare the 
necessary budget information, and respect­
fully requests full and favorable 
consideration by the Administration and 
Legislature.

3



RECOMMENDATIONS FOR 
DEALING W ITH THE IMMEDIATE CRISIS

1. The Alaska Seafood Marketing Institute (ASMI) should develop a budget for 
immediate funding to deal with the existing inventory surplus before the 1992 
season and projected 1992 production. This must be implemented as soon as 
possible1-.

2. Processors and fishcnnen should initiate market discussions early. The Task 
Force recognizes that the market situation will be uncertain at that time, and that 
the risk involved will lead to low price suggestions from processors, but recom­
mends early discussions to provide maximum information sharing and opportu­
nity to reach agreement. The Department of Labor (DOL) should be prepared to 
bring in knowledgeable mediators if necessary.

3. H it University W AlaW TinoCr'Ab Commerce and Economic Development 
(DCED). and Fish and Game (ADF&G), should initiate and/or support effdrtit to 
expose the broadest possible range of Alaska fishermen to credible and detailed 

information’about recent and ongoing changes, including problems and opportu­
nities,. in the world markets for salmon.1

4. The DCED Division of Economic Development should review the processing 
capacity situation in Prince William Sound, taking into account the outcome of 
the 1991 season, and make preliminary Findings available to the Governor (and 
the industry) as early as is practicable. The Task Force recognizes that the 
capacity problems that developed in Prince William Somd were the result of the 
Fishery being late and very concentrated, and the fish being relatively dark and small.4-

5. The DCED Division of Investments and Alaska Commercial Fishing and Agri­
culture Bank (CFAB) recognize the crisis caused by low prices and the effect this 
has on loan payments. The Task Force encourages them to actively seek out 
fishermen having problems and work with them on loan extensions and other 
measures to minimize foreclosures.5

1 .  T h e  im m e d ia t e  A S M I  p r o g r n m  s h o u ld  b e  g e a r e d  l o  lo n g - t e r m  d o m e s t ic  m a r k e t  g r o w t h .  T h e  G o v e r n o r
c o u l d  i n c l u d e  t h is  a m o u n t  i n  h is  b u d g e t  r e q u e s t , i n c l u d i n g  a  r e q u e s t  f o r  e x e m p t io n  f r o m  p r o c u r e m e n t  
c o d e s  fo r  t h is  e m e r g e n c y  f u n d in g .  T h e  L e g is la t u r e  c o u ld  p a s s  t h is  s u p p le m e n t a l  f u n d i n g  o u t  as s o o n  as 
p o s s ib le  i n  t h e  s e s s io n .  A S M I  c o u ld  r e p r o g r a m  f u n d s  l o  in i t i a t e  t h e  c n m p n ig n  «s s o o n  a s  p o s s ib le ,  p r io r  
t o  r e le a s e  o f  t h e  f u n d s ,  c o n s is t e n t  w i t h  p r u d e n t  f i n a n c ia l  m a n a g e m e n t .

3 . P r o v id e  r e a s o n a b ly  d e t a i l e d  b u t  c le a r ly  w i i t t e n  i n f o r m a t io n  o n  p r ic e s  a n d  m a r k e ts  fo r  s a lm o n  fo r  w i d e ­
s p r e a d  d is t r ib u t i o n  i n  t h e  s p r in g  o f  I V Q 2  a r  » th e r e a fte r . T i r e  i n f o r m a t io n  c o u l d  b e  u p d a t e d  i n  s e a s o n . A  
g o a l  s h o u ld  b e  to  e s t a b l is h  n c le a r e r  u n d e r s t a n d in g  o f  t h e  e f f e c t s  o f  m a r k e t  c o n d i t io n s  a n d  d y n a m ic s  o n  
p r ic e s .

4 .  D C E D  c o u l d  p r e p a r e  a  > u o p le m e n t n l  b u d g e t  t o  c o v e r  t h e  c o s t s  o f  d o i n g  t h e  n e c e s s a r y  s u r v e y s  fo r  lire  P W S
c a p a c i t y  d e t e r m in a t io n .

5 .  R e in s t a t e m e n t  o f  s ta te  f u n d in g  f o r  t h e  A B D C  ( A l a s k a  i t u s in e s s  E n v e lo p m e n t  C e n t e r s )  p r o g r a m  o f  o u t ­
r e a c h  a n d  b u s in e s s  a s s is ta n c e  i n  r u r a l a re a s  h a s  b e e n  i d e n t i f i e d  iis  a n  im p o r t a n t  c o m p o n e n t  i n  d e a l in g  w i t h  
f i n a n c ia l  h a r d s h ip .  T h i s  o r g a n is a t io n  p r o v id e s  o n e - o n - o n e  a s s is ta n c e  w i t h  l o a n  w o r k o u t s  a n d  d e a l in g  w i t h  
t h e  I R S  th a t  is  n o t  a v a i l a b l e  e ls e w h e r e .
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Genrad
1. The DCED, ADF&G, and Department of Labor (DOL) should consider promot­

ing a closer and more trusting relationship among the interests involved in the 
issues concerning Alaska’s salmon industry. This effort should be closely coor­
dinated with other ongoing educational and consensus building efforts.1-

Product and Market Development

2. The Alaska Science and Technology Foundation (in fisheries area), and the U of 
A’s Fisheries Industrial Technology Center, and Marine Advisory Program should 
be encouragfedfoexporidtheir efforts insalmon^uct.andniDrkettfeVeloijment
and to coordinate their efforts in providing technical assistance and research and 
development in salmon products through the Alaska Fisheries Development Foun­
dation (AFDF).1

3. The DCED’s ability to provide international marketing information and sales 
assistance should be expanded. The Department's Division of Economic Devel­
opment and Office of International Trade should work closely with ASMI and the 
Alaska Center for International Business (ACIB) to reduce risk and costs to the 
private sector.1

4. The DCED, ASMI and th<*BMffl^#BMB)ry;PJX)giiui)'s ability to assist domestic 
^arkel!h'g^ouId15eJtii^)ap4^1. The Department’s Division of Economic Devel­
opment work closely with ASMI to reduce risk and costs to the private sector.4-

MID-RANGE RECOMMENDATIONS

1 .  I n  t h e  c o n s e n s u s  b u i l d i n g  e f f o r t s ,  t h e  A g e n c ie s  c o u ld  o r g a n i z e  f o r u m s  a n d / o r  p a r t ic ip n t e  i n  e x is t i n g  tr n d e  
s h o w s  a n d  c o n f e r e n c e s .  T h e  is s u e s  e x n m in e d  b y  t h e  S a lm o n  S t r n le g y  T a s k  F o r c e  c o u ld  b e  p r e s e n te d  a n d  
d is c u s s e d  w i t h  t h e  o b j e c t i v e  o f  d e v e lo p in g  n  c o n s e n s u s  a b o u t  t h e  d i r e c t io n  t h e  s ta te  s h o u ld  t a k e  i n  t h e  
fu tu r e  r e g a r d in g  th e  h a r v e s t in g ,  m a n a g e m e n t ,  p r o m o t i o n  n n d  m a r k e t in g  o f  A l n s k n ' s  s a lm o n .

2 .  A F D F  h a s  i n  p la c e  n p r o v e n  in d u s t r y  b o n r d  a n d  a b i l i t y  t o  p e r f o r m ,  b u t  w i l l  r e q u ir e  a d m in is t r a t iv e  f u n d i n g
t o  c o n t in u e  o p e r a t io n s .  S a lm o n  in d u s t r y  r e p r e s e n t a t io n  o n  t h e ir  b o a r d  s h o u ld  b e  e x p a n d e d .

3 . S p e c i f ic  p r o je c t s  c o u l d  i n c l u d e :

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

- E n c o u r a g e m e n t  t o  f o r e ig n  r e p r o c e s s o r s  t o  p u r c h a s e  o r  j o i n t  v e n t u r e  v a lu e - a d d e d  p r o d u c t io n  i n  
A l a s k a .

• C o n t i n u i n g  in v e s t ig a t io n  o f  n e w  m a r k e ts  f o r  s a lm o n  o v e r s e a s  w h e r e  d i s p o s a b le  i n c o m e  is  h i g h  
e n o u g h ,  a n d  s e a f o o d  is  c o m m o n l y  e a te n .

4 .  T h e s e  e n t i t ie s  c o u ld  r e d u c e  r is k  a n d  c o s ts  t o  t h e  p r iv a t e  s e c to r  o f  e x p a n d in g  d o m e s t ic  m a r k e ts  t h r o u g h :

• W o r k i n g  w i t h  f o o d  s e r v ic e  e n t it ie s  i n  A l a s k n  a n d  o t h e r  s ta te s  t o  p r o m o t e  s a le s  a n d  d is t r ib u t io n
o f  A l a s k a  s a lm o n  p r o d u c ts .

- Providing start-up technical Assistance to new ventures.
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5. The Department of Fish and Game should reexamine management practices with 
the goal of obtaining the highest quality pack possible without banning the 
stocks.5,

6. The Department of Fish and Game should conduct a comprehensive study in 
Southeast Alaska and Prince William Sound, with the cooperation of fishermen 
and processors, to determine the degree of risk managers should take in managing 
for economic efficiency and fish quality. The goal would be to identify the 
optimum locations for harvest.6

7. Industry and the Department of Fish and Game should cooperate on a program 
to educate fisheries managers, fishermen and industry operators on the physi­
ological changes that occur in salmon (and hence its marketability) to encourage 
management that provides for the optimum use of the resource.7-

8. Hatcheries should conduct research to determine the cause for variations in sexual 
maturity and other quality factors for stocks returning to hatcheries. Based on 
the research, hatcheries should modify their stocks and practices to optimize 
quality.

Marketing amLASMLs Role
9. ASMI, the FITC and the Marine AdvisP'Cy- j>rograny(.G:. Of -A) shbuldlSXpswjd 

educational programs on fish handling, clemilrig. chilling, and processing for 
virtually all parts of the industry, Such efforts should focus on providing hands- 
on training from the fishing boat to the market, and on meeting the needs of the 
consumer for quality seafood. The effects of quality handling on the ability to 
market the end product should be emphasized.

5 .  T h e  r e e x a m in a t io n  o f  m a n a g e m e n t  p r a c t ic e s  c o u ld  i n c l u d e  c h a n g e s  i n  t h e  le n g t h  o f  o p e n in g s  a n d  ( lie
t im i n g  o f  f is h e r ie s  t o  o p t im i z e  s a lm o n  q u a l i t y .  T h e  T n s k  F o r c e  r e c o g n iz e s  th a t  F i s h  a n d  G a m e  m a y  n e e d  
s t a t u t o r y  a n d  r e g u la t o r y  c h a n g e s  to  in c o r p o r a te  s u c h  c o n s id e r a t io n s  i n  m a n a g e m e n t  d e c is io n s .

6 . A  c o n t r o l le d  se t o f  e x p e r im e n t s  t o  u e t e r m in e  t h e  o p t im u m  p o in t s  o f  h a r v e s t  f o r  t o p  q u a l i t y  c o u l d  i n c l u d e :

o , t e s t in g  t h e  c o n d i t i o n  o f  f i s h  t o  d e t e r m in e  ra te s  o f  d e t e r io r a t io n  i n  t e r m in a l  h a r v e s t  a n d  c u te r  a r e a s , 
t h r o u g h o u t  t h e  d u r a t io n  o f  t h e  r u n ;  n n d

b .  i d e n t i f y i n g  t h e  o p t im u m  l o c a t io n  w h i c h  w i l l  p r o v id e  t h e  h ig h e s t  q u a l i t y  o f  s a lm o n  w i t h  n n  a c c e p t a b le  
r is k  t o  t h e  w i l d  s lo c k s .

7 .  A  s t u d y  l o  e x a m in e  tire  e f f e c t s  o f  s e x u a l  m a t u r i t y  o n  f i n i s h e d  p r o d u c t  q u n l i t y  c o u l d  i n c l u d e  t h e  f o l l o w i n g :

a . s a m p le s  i n  e n c h  o f  t h e  c a t e g o r ie s  i n  A S M l ’s C o l o r  G u i d e  a n d  h a t c h e r y  b r o o d s t o c k  w o u ld  b e  c o l l e c t e d ;

b .  p o r t io n s  o f  e n c h  c a t e g o r y  w o u ld  b e  p r o c e s s e d  nt le a s t  a s  h e a d e d  n n d  g u t t e d ,  f i l l e t e d  a n d  c a n n e d  
p r o d u c t s ;  a n d

c .  t h e  e n d  p r o d u c t s  w o u l d  t h e n  b e  u s e d  i n  n w o r k s h o p  s e t t in g  t o  e d u c a t e  m a n n g e r s  o n  th e  v a r io u s  a s p e c ts  
o f  s n lm o n  q u n l i t y .

T h e  T n s k  F o r c e  r e c o g n iz e s  th a t  n  s im i la r  p m g r a n r  b u d g e t e d  nt $ 2 5 ,(X X )  w a s  c o n s id e r e d  n n d  se t a s id e  b y  
t h e  A S M I  b o a r d ,  a n d  th a t  it  m a y  b e  p o s s ib le  l o  n c l i ie v e  th e  s a m e  e n d s  u s in g  c o m m e r c ia l l y - p r o c e s s e d  
p r o d u c t s .  A D F & G  s h o u ld  p r e p n r e  a b u d g e t  i t e m  i f  n e c e s s n r y .
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10. The Department of Commerce and Economic Development should initiate and/ 
or encourage efforts to expose all salmon fishermen to organized, accurate and 
credible data concerning the salmon industry and markets in sufficient form and 
detail to permit fishermen’s consideration of a national salmon marketing council 
chartered by the U. S. Secretary of Commerce under the Federal Fish and Sea­
food Promotion Act of 1986.10

LONG-TERM RECOMMENDATIONS
GENERAL GOAL

The state needs to develop a strategic plan for long term development of the salmon 
(seafood) resource, using recommendations of this task force as a starting point. This 
should focus on strengthening the support structure and sustainability of the industry. The 
goal would be a more rational and efficient system which is less vulnerable to market, 
production, and financial fluctuations. This would ensure an integrated and uniform state 
approach to the fishing industry.

OBJECTIVES;

* review and evaluate the institutions and relationships developed in the industry with 
an eye toward improving competitiveness and economic return to Alaska residents.

* bring together agencies and functions to affect a rational, consistent and sustainable 
program linking production, harvesting, processing, marketing and financing.

* determine the proper roles for the public and private components of the industry, 
integrating regulatory and developmental activities.

ACTION ITEMS 

General

1. Tire Department of Commerce and. Economic Development, in cooperation with 
other state agencies and the salmon industry, should organize a group with broad 
experience and understanding, in aggregate, of food and commodities industries,
to :

1 0 .  T h e  F e d e r n l  F i s h  a n d  S e a f o o d  P r o m o t io n  A c t  o f  1 9 8 6  p r o v id e s  t h a t  s p e c ie s - s p e c if ic  c o u n c i l s  ( r o u g h ly  
p a r a l le l  t o  t h e  N a t i o n a l  B e e f  C o u n c i l ,  e t c . )  m a y  b e  f o r m e d  o n l y  a f t e r  a  r ig o r o u s  r e f e r e n d u m  p r o c e s s  w h i c h  
m u s t  i n c l u d e  a l l  s a lm o n  h a r v e s te r s  a n d  o i l  p r im a r y  p r o c e s s o r s  o r  h a r v e s t  p u r c h a s e r s  a n d  m a y  i n c l u d e  o t h e r  
in d u s t r y  p a r t ic ip a n t s .  I f  p r o p e r ly  o r g a n i z e d  a n d  c h a r te r e d ,  a  " N a t i o n a l  S a lm o n  C o u n c i l "  w o u ld  h a v e  th e  
p o w e r  t o  a s s e s s  t h e  in d u s t r y  p a r t ic ip a n t s  f o r  f u n d s  t o  b e  u s e d  f o r  s a lm o n  p r o m o t i o n  a n d  m a r k e t in g ,  
p r o d u c t  r e s e a r c h , c o n s u m e r  e d u c a t io n ,  e tc . I t  w o u ld  a ls o  h a v e  t h e  p o w e r  t o  d e v e lo p  a n d  o f f e r ,  f o r  D e p a r t ­
m e n t  o f  C o m m e r c e  a n d  E c o n o m i c  D e v e lo p m e n t  a p p r o v a l ,  s n lm o n  q u a l i t y  s ta n d a r d s .

7



a. review the functional and procedural workings of theaAlaska seafood 
industry;

b. identify areas of inefficiency, counter-productivity and resource waste.
c. review and evaluate research and development capabilities.
d. recommend what state resources, including statutes, regulations, pres­

tige, etc., can and should be applied to address those areas.

Fish Production

2. DCED, ADF&G, and ASMI should develop an integrated production and mar­
keting strategy, which would:

a. recognize marketability of the fish as an important management goal.
b. recognize that price will be set by overall supply and demand, including 

the production of farmed salmon.
c. coordinate production with wider economic goals, including processing, 

product development, and markets, based on dependable information 
and planning.

d. better coordinate wild and hatchery production, regionally and by spe­
cies and market.

Harvesting/Processing

3. The Commercial Fisheries Entry Commission, DCED, and DF&G. should de­
velop fishery management and regulatory measures aimed at reducing operating 
costs, more efficiently utilizing present investments, and promoting a rational 
sustainable industry. Investigate ways to retain permits in Alaska and rural areas 
in particular, provide greater stability and enhanced revenues to resident fisher­
men, and increased shoreside investment consistent with sound financial stan­
dards, through:

a. reexamination of loan policies and permit use limitations.
b. reexamination of Alaska’s limited entry system.

4. To widen options for Alaskan fishermen, DCED, in cooperation with other state 
agencies and the industry should consider promoting Alaskan controlled joint 
venture processing developments linking present investors and industry partici­
pants with new technologies and capital, and Pacific Rim and lower 48 markets. 
Give special attention to rural communities dependent on the salmon resource, 
smaller plants, local consumption and market needs, infrastructure needs, and 
current economic development plans.



5. DCED should contract a major maiketing research firm with proven credentials 
in food marketing to develop and analyze the “facts” related to salmon market 
trends, opportunities and weaknesses in major and potential markets. The group 
should also evaluate the state and industry’s marketing efforts, including consid­
eration of changes in the ASMI statute or operations, to permit, if possible, a 
more effective approach to marketing Alaska seafood.

6. The Governor and Legislature should consider funding ASMI’s $10 million per 
year proposal for an intensive 5 year domestic marketing campaign. The goal is 
to raise domestic consumption of salmon from 1 to 1.5 pounds per person annu­
ally.

7. DCuD, in cooperation with ASMI and DEC, should conduct a study to find the 
most cost effective ways to improve consumer confidence in Alaska seafood 
products. The Task Force recognizes that the entire seafood industry must 
improve the inherent quality of the salmon it processes, the freshness and work­
manship of the product, and the consistency of grading to remain competitive, 
particularly when competing with farmed salmon.7,

Finanw/fltimr
8. DCED, in cooperation with other agencies and the industry, should readdress the 

issue of infrastructure including but not limited to improving quality, providing 
cold storage capacity, and promoting value added production.

9. OMB, in cooperation with state agencies and the industry, should reexamine the 
policy and implementation of fisheries taxes, including the corporate income and 
marine fuels taxes. The State must first decide what it wishes to accomplish by 
taxation. While this is nominally raising revenues, any tax distorts the market in 
some way, and a review of the current tax structure and various proposed alter­
natives is in order. Of particular interest is whether targeted tax credits for 
research and development expenditures is feasible.

Reducina-Custs and Regulator.y_Burdms
1. The Departments of Fish and Game and Revenue should consider combining the

appropriate processor annual report fonns to simplify reporting requirements for 
the industry. This should be done at an agency level with the agencies sharing 
information from each form or integrating them, and may require statutory changes.

M arketing

5 . T l i c  e f f o r t s  s h o u ld  t n k e  i n t o  n c c o u m  w h a t ’s a lr e a d y  b e e n  d o n e  ( S a l m o n  2 0 0 0 )  a n d  fo c u s  o n  th o s e  are a s
o u t s id e  A S M I ' s  a s s ig n e d  a n d  t r a d i t io n a l  r o le ,  i n c l u d i n g  n e w  p r o d u c t  n n d  m a r k e t  d e v e lo p m e n t .  T h e  r e s u lts  
m u s t  b e  p r o d u c e d  i n  n f o r m  w h i c h  w i l l  p e r m it  e v a l u a t i o n  n n d  i n i t i a t i o n  o f  s t r a te g ie s  t o  fu r t h e r  e n h a n c e  
a n d  s t a b i l i z e  m a r k e ts .

7 ,  A  g r e a t  d e a l  o f  t h e  i n p u t  tire  T n s k  F o r c e  r e c e iv e d  i d e n t i f i e d  t h e  I n c k  o f  c o n s is t e n c y  i n  A l n s k n  s a lm o n
p r o d u c t s  ns  n m a jo r  m a r k e t in g  p r o b le m .  S o m e  A l n s k n  p r o d u c t  h a s  be  s n  d e s c r ib e d  as " l o w  q u u l i l y "  
c o m p a r e d  to  t h e  c o m p e t i t io n .  A s  A l a s k a 's  p r o d u c ts  b e c o m e  b e t te r  i d e n t i f i e d  i n  tire  m a r k e t p la c e ,  th e  T n s k  
F o r c e  r e c o g n iz e s  Ih n t  " A l n s k n  b r a n d "  s e n f o o d  m u s t  Ire o f  " g o o d "  q u a l i t y ,  n n d  m e e t  t h e  c u s t o m e r s '  e x p e c ­
t a t io n s  i f  c u s t o m e r  s a t is f a c t io n  is  to  Ire a c h ie v e d  n n d  a d v e r t i s in g  d o l la r s  w e l l  s p e n t .  E x n c t l y  h o w  to  
d e t e r m in e  t h o s e  in l ie r e n t  q u a l i t y  s ta n d a r d s ,  n n d  h o w  t r  e n s u r e  th a t  t h e  c u s t o m e r  c o n s is t e n t ly  g e ls  tire 
p r o d u c t  t h e y  h a v e  p u r v lu r s e d  n n d  e x p e c t  c o u ld  n o t  h e  - e c o n c i le d .  T ir e  in d u s t r y  is  d i v i d e d  o n  h o w  la r g e  
a r o le  t h e  s ta te  s h o u ld  p i n y  i n  d e t e r m in in g  q u a l i t y ,  r a n g in g  f r o m  m a n d a t o r y  g r a d in g  s ta n d a r d s  t o  n o  
s t a n d a r d s  b e y o n d  w h o le s o m e n e s s .
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2. The Department of Commerce and Economic Development, in cooperation with 
other affected agencies and the industry, should investigate ways to assist small 
operators in meeting the myriad regulatory requirements of various agencies. 
This might range from exempting processors under a specified size from filing 
certain forms to providing a central clearinghouse for permitting and filing infor­
mation, technical advisory services and special loans for equipment such as 
computers and computer software.

3. The relevant state agencies should, in consultation with the Limited Entry Com­
mission, collect child support payments from pennit holders at the time of yearly 
permit renewal. Permit holders will be motivated to pay this fee and it will not 
unfairly burden processors.

4. The Departments of Revenue and Labor respectively, should relieve the burden 
of prepayment of the Fishery Business Tax and provision of Labor bond for 
companies with proven payment records and sufficient assets.
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Special Issue: ... 
AFDF at ten'J

T h is  special 10th Anniversary 1 •• 
Cdebration issue o f The Lodestar ‘ r! 
tells the story o f Alaska Fisheries De­
velopment Foundation. ' ‘'»r*d 

It recalls the be#iniun£s of AFDP|*| 
its first board o f directors, its 
struggle for life, and its first projects.- 
It tells the tale of efforts successful T 
and frustrated, o f people coming and 
people going. Even if The Lodestar • - 
were more than eight pages, there 
would not be enough room to tell all 
the stories, to introduce all the char­
acters, and to remember all the 
moments that were turning points in 
the Foundation’s history. r -

But this is a start It will help ;ri
acquaint newcomers to the Founda- -.4 
tion and its beginnings. It will stir 
long time associates to remember ~n 
things they might have forgotten. It 1!1 
will possibly encourage more people •; 
to join the Foundation and be j
involved in its projects in the coming - 
ten years. •<

This issue of The Lodestar not 
only celebrates the achievements o f ! 
the Foundation; it also celebrates all-1’ 
the people who hove been associated 
with AFDF through the past decade. ■ 
There won tbe room to mention -  ^ 
them all, though their names and 
efforts are inscribed on the inner 
halls o f the Foun Jaiion’a collective 
memory.

And what a collective memory it 
is. Just for starters, we thank our,;. ; 
1988 board of director* 3 ?  i ‘ r

r P resident A‘ v  &
A1 Burch, Alaska Draggers Assoc i2 

1 at Vice President *-;■ 
Steve Smith, Kemp F>dfic 

Fisheries "o ■ :
2nd  Vice P resident *

Phil Hanson. UniSea • V
Secretary/Treesurer-7/

Rod McLacklan. Trident Setfoods
John Sevier, Alaska Padllc - r  

Seafoods ‘ V  j j
Oscar Dyson, All Alaskan Seafood s i- 
Henry Mitch elL Bering Sea - A j  

Fishermen’s Association .H®
Hank Eaton, F /V  Skagit Bay AM. 
Phillip McCrudden. McCrudden ‘  

Fishing Ventures • Q
Rac McFarland. McFarland Fooda 
Gil Gunderson, Northern FUry •** 

Seafoods V
William Reinke, Van Camp Seafood 1 "  ^In addition to the board o f w 
directors, AFDF relies on and gaina .jj 
much from the direction of Carl !*• • 
Rosier, Chief of Industry Services 
at National Marine Fisheries i  • •• 
Service Alaska Region In Juneau.

■ -  -  \

A  D e c a d e  o f  D ev e lo p m en t
ByKrys Holmes
L ooking back, the path Alaska Fisheries Develop­

ment Foundation has taken in the last ten years 
seems direct, planned, almost inevitable. But from 
1978 looking forward, it was a dubious, chaotic, 

and sometimes staggering path facing the new organization.
Like most things in the Fishing business, it all started with 

a rumor. The way Sara Hemphill tells it, someone heard that 
National Marine Fisheries Service (NMFS) had got hold of 
S3 million of federal Saltonstall-Kennedy hinds and was 
going to give part of it to New England Fish Co. (Nefco) for 
a white fish development project.

"In typic 1 Alaskan style, the fishermen started scream­
ing," Hemphill said, it occmcd NMFS wanted to award the 
contract without bids, and Nefco would get a windfall of pub­
lic money. NMFS called a meeting in December 1977, but 
expected only a few people. The room was full.

’ What came out of that meeting was a concensus that 
NMFS couldn't let a $3 million sole source contract, and that

we should set up some organization that could funnel the 
Saltonstall-Kennedy money to the industry," Hemphill said.

Almost twenty months later, the Alaska Fisheries Devel­
opment Corporation, with $100,000 startup money from the 
state of Alaska and Sara Hemphill as executive director, 
embarked on its first white fish development project, a 
$1,475 mtlion demonstration of the economical and techni­
cal feasibility of Alaskan fishing vessels and processing 
plants going after the forcign-controlled .Alaskan white fish 
industry.

The Saltonstall-Kennedy fund was created by a 1954 act 
of Congress to devote one-third of all revenues from import 
tariffs on marine products, including coral, pearls and sea­
food products, to (he U.S. seafood industry, The money was 
to be used for fisheries development projects, nnd its appli­
cation was to be industry-directed.

That first project had something for everybody," Hem­
phill said. The project was segmented lo include activities 
from nil parts of the stale and to include fishing, processing
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the company where AFDF would later 
find surimi technician Billy Thrash, 
who aided AFDF in its first tentative 
months of surimi production.

By 1982 the Foundation staff had in­
creased to include Anita Murphy, 
Sharon Tyone, Linda Allen and 
Florence Scott Late in the year, Ellen 
Wilson was hired as secretary. And on 
March 1, a day that will live in infamy 
for both AFDF and the pyrotechnics 
industry nationwide (he once set fire 
to a stack of old Wall Street Journals 
on his desk while negotiating fantasy 
stock deals with Doug Humes) Chris 
Riley joined the staff as project man­
ager.
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Throughout the history of AFDF 
run several common themes: creating 
opportunities for fishermen, fdling the 
gaps in U.S. seaiood processing tech­
nology. and exploring new uses for 
Alaska's seafood products. But in 1983, 
under the direction of Chris Mitchell 
and the nervously supportive eye of 
Carl Rosier of NMFS, AFDF took a 
dramatic tum: the Foundation moved 
away from its 'scattershot" projects, 
planted most of its resources behind 
one concentrated, multi-year project, 
and dedicated itself to discovering and 
developing new methods of producing 
surimi from Alaska pollock.

"We’re looking for a few greedy 
people," read a brochure AFDF pro­
duced that year. To succeed in a risky 
project like the surimi program—going 
against the political tides and certainly 
agains: the Japanese interests now 
very powerful in the Alaskan seafood 
industry— it would be necessary to 
make sure everyone had something to 
gain from the project In 1983, AFDF 
submitted its surimi project proposal to 
NMFS. and began to lay groundwork 
for Lite project that would put AFDF on 
the map.

'Die staff contacted 500 U.S. compa­
nies—suppliers of ingredients, equip­
ment, materials and knowledge—and 
sent out samples of Japanese surimi for 
product development purposes. Within 
months, companies across the country 
were twisting, poking, flavoring, color­
ing and tasting surimi.

The staff, hoping that at least sonic 
of these companies would find surimi 
profitable, pumped out as many 
samples and as much information as 
they could get hold of. And in the inter­
ests of better communications. The 
Lodestar was bom.

In December 1983, AFDF selected 
from among five bidders one plant to 
conduct its surimi production project. 
After hours of proposal review, analy­
ses and deliberation, a upecially-sc- 
lcctcd board of advisors awarded (lie 
project to Royal Alaskan Seafoods in 
Dutch Harbor. The plant would be shut 
down within a yean and the delibera­
tions would have to be repeated the fol­
lowing year. But. Chris Mitchell was 
quoted as saying, (lie level of knowl­
edge demonstrated by the companies 
proposing for the project indicated “a 
growing strength of knowledge and 
commitment’  to building an Alaskan 
surimi industry.

In early 1983, Barbara Culver joined 
the AFDF staff as accountant.

Also in 1983, the Trident Seafoods

plant in Akutan—after only one year of 
operation—burned to the ground.
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If 1983 was AFDF's Year of the Pol­
lock. 1984 was the Year for Surimi. 
AFDF published "Hooked on Surimi," 
a directory of companies offer, ng serv­
ices and equipment to the surimi in­
dustry. The staff continued to investi­
gate uses for surimi. The Foundation 
and National Food 
Processors Assoc, 
held a surimi con­
ference in Wash­
ington, D.C. that 
drew 200 people 
and seemed to set 
fire under each of 
them,

But primarily, 
theenargy of 
AFDF and its as­
sociated compa­
nies was toward 
building the first 
commercial 
surimi plant in 
Alaska. With Bob 
Ryan as chief engi­
neer and Billy 
Thrash as surimi 
consultant, Royal Alaskan began 
small-scale surimi production on May
4. The quality was low, but excitement 
was high. Despite much talk to the 
contrary, Alaska had proved that it 
could make good surimi..

That summer, Royal Alaskan was 
shut down, the surimi project halted, 
and AFDF issued a second RFP for 
shore-based surimi production. This 
time, rather than a pilot-scale plant, 
AFDF went for full-scale commercial 
production of surimi. Alaska Pacific 
Seafoods of Kodiak was the winner this 
time, and late in Die year all the surimi 
equipment was moved to Kodiak.
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"Surimi: It’s American Now," an­
nounced The Lodestar In January 1985, 
under an illustration of the Norman 
Rockwell Thanksgiving table spread 
with surimi-bascd products. The illus­
tration has become one of AFDF's 
trademarks. The message was twofold: 
Not only was it proven than Americans 
could make high-quality surimi on 
shore in Alaska, but the surimi was 
made with a combination of traditional 
Japanese and modem American and 
European technology.

Two hundred people came to 
•White Cold." a grand opening of the 
surimi plant, to get their shoes wet and 
see American surimi made. Once on­
shore, surimi began to capture the 
imagination of food executives and 
technologists. One company experi­
mented with a surimi-based cheese 
log; another with surimi in cake mix: 
another with baby food. The potential 
value of an Alaska pollock Industry 
profiling from waste, mince, meal, oil 
and aurimi was estimated above 86 bil­
lion per year.

Knowledge about the pollock mar­
ket coincided with the opening of the 
rebuilt Trident Seafoods plant. Owner 
Chuck Bundront had turned disaster 
into an opportunity, and had included

in his rebuilt plant design for pollock 
and cod processing equipment. Willi 
the new plant Bundrant was set up to 
process 52,000 lbs. of pollock per day, 
worth over Si million per month, 
which at capacity would pay fishermen 
about $260,000 per month.

In 1985 the pollock biomass seemed 
unending. Yet it became clear, from a 
standpoint of economics, efficiency, 
and resource management, that a suc­
cessful pollock plant would have to 
fully use ever/ ounce of protein anAlaska pollock has 

io offer.
With nearly a 

million pounds of 
surimi on their 
hands, the AFDF 
staff turned their 
attention to mar­
ket development. 
How lo create en­
tirely new markets 
and uses for a ma­
terial few knew 
very much about? 
A few analog 
plants were 
springing up in 
the Lower 48. 
AFDF concen­
trated on working 
with food develop­

ers, those who would create products 
beyond the imitation seafood market It 
was the beginning of an endeavor still 
continuing, (hough today the effort 
centers not only on surimi but on all 
seafood forms.
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A good year for the product develop­
ment effort for surimi at AFDF. The 
year dawned with a new line of health 
food products including a granola bar 
and a powdered protein drink, all using 
surimi.. Next, Lynda Ncstelle created a 
moisturizing cream using surimi as the 
binder. The trend continued with 
AFDF's first visit lo the Western States 
Meat Association convention, where 
the little fisheries booth was nearly 
bowled over by eager meat packers 
who were either checking out the op­
portunity or the competition—even 
they may not have been sure which.

AFDF had achieved three important 
goals in its surimi project it had suc­
cessfully produced surimi in (lie U.S.: it 
had proven that existing technology 
could be improved upon using existing 
American equipment and techniques; 
and it had marketed the surimi in (he 
U.S. and Japan.

And so. AFLF began the process of 
stepping back from llie forefront of 
surimi industry development By this 
time there were two other surimi 
plants on shore in Alaska and several 
floating processors being built. Work 
was being done independently of the 
AFDF project dial indicated the surimi 
industry was on strong fooling, it was 
time to start looking to the future.

In the spring of 1986. Chris Riley 
left AFDF and the surimi project he 
had devoted himself to. In die (nil,
Chris Mitchell resigned lo start his 
owncompany n Seattle. In September 
Sharon Gwinn, who had left In 1985 to 
start a business with Richard Rliod.l, 
returned to All in as acting executive 
director.
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Ten years after that first December 
meeting that sowed the seeds that 
would become AFDF, foreign fisher­
men harvested Alaskan white fish in 
U.S. waters for the last lime.

The new year brought high prices 
for U.S. pollock fillets and blocks, and 
doubled production of surimi for 
Alaska Pacific Seafoods. The economy 
of Alaska was deep in a recession but 
Kodiak boomed from bottomfish activ­
ity. AFDF started a project to enhance 
fish waste processing technology, and 
focused on gaining USDA approval for 
surimi as an ingredient in meats.

In March, AFDF published Sun mi: 
ft's American Now, the first compen­
dium of surimi knowledge in the U.S.

On April 1. Mel Monscn joined the 
staif as executive director. Soon alter, 
he hired Loretta Lure and Peter 
Moore, who had been temporary con­
tractors to AFDF during the transi­
tional period,

The effort to move AFDF from its 
surimi project toward the luture began 
wilii a flatfish demonstration project, o 
new seafood product development con­
test, and a study of pollock: liver oil and 
its potential uses. The Foundation had 
moved from the uncertainly of its start, 
through the process of proving itself 
by aiding different segments of the in­
dustry, into a very focused project that 
was planned to benefit the entire Alas­
kan seafood industry directly or indi­
rectly—and now began broadening its 
vision again to encompass the areas 
that still needed the unique kind of ac­
tivity only the Foundation can conduct.
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In its tenth year, the Alaska Fisher­
ies Development Foundation enjoys 
the stability that comes with having a 
history. Not everyone lias supported 
AFDF nr its projects, or agrees with 
the directions it has taken. Many agree 
the Foundation has been a force of 
change and growth in the industry: 
some think it hasn't done enough to 
benefit small Alaskan operators.

There were a few successes in 1988: 
Surimi gained approval from the USDA 
as a processed meats ingredient; The 
tenth U.S. surimi factory ship has been 
launched; a salmon chili that resulted 
from the Foundation's new product 
contest is entering commercial produc­
tion: Koriak Reduction. Inc added n 
dryer to its meal plant and the flatfish 
project at Eagle Fisheries is moving 
piecemeal toward profitability.

AFDF celebrates its tenth anniver­
sary with a taste of uncertainty flavor­
ing the punch. The S-K ProgTam fun- 
neled less money to fisheries develop­
ment projects this year than ever be­
fore. Some member companies are be­
ginning to question if the priorities out­
lined by NMFS speak to the needs of 
the industry. But a few things are clear: 
AFDF was set up as a catalyst for pub­
lic funds directed toward private indus­
try, to benefit the greatest number of 
people with the smallest amount of bu­
reaucracy. Members agree that, what­
ever direction the Foundation takes in 
the future, its role as high-risk catalyst 
will continue.
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Spedal Issue: .; 
AFDF attenll

T h is  spedal lOtlt Anniversary 
Celebration issue of The Lodestar •• 
tells the story o f Alaska Fisheries De­
velopment Foundation. • ■ f*r*J 

It recallsihe beginnings of AFDF, | 
its first board o f directors, its 
struggle for life, and its first projects.*- 
It tells the tale of efforts successful ' '  
and frustrated, o f people coming and 
p»ople going. Even if The Lodestar • • 
were more than eight pages, there 
would not be enough room to tell all 
the stories, to introduce all the char­
acters, and to remember all the 
moments that were turning points in 
the Foundation's history.

But this is a start It will help l
acquaint newcomers to the Founda- J  
tion and its beginnings. It will stir 
long-time associates to remember 
things they might have forgotten. It *1 
will possibly encourage more people ] 
to join the Foundation and be j
involved in its projects in the coming - 
ten years. -, jg

This issue ofThe Lodestar not -1 
only celebrates the achievements o f * 
(lie Foundation; it also celebrates all 
the people who have been avodated 
with AFDF through the past decade. '1 
There won tbe  room to mention ^ 
them all, though their names and 
efforts are inscribed on the inner 
halls o f the Foundation's collective 
memory. * *  ' i f '

And what a collective memory it 
is. Just fo r starters, we thank our,;.; 
1988 board of directors: f "

President **
A1 Burch, Alaska Druggers Assoc.

1st Vice President t /  
Sieve Smith, Kemp Pacific ■' -

Fisheries j f  d !
2n d  Vice P resident '£■

PI 11 Hanson. UniSea V fcL
Secretary/T ieasuier W  

Rod McLachlan, Trident Seafoods 
T .  • * * . < 4 4 8  

John Sevier, Alaska Psdfic ■ „
Seafoods 'i,$  *

Oscar Dyson, All Alaikan Seafoods 4i 
Henry Mitchell, Bering Sea / a , jjj 

Fishermen's Association 
Hank Eaton, F /V  Skagit Bay t 8 ‘ 
Phillip McCrudden, McCrurdea 

Fishing Ventures 1
Rac McFarland, McFarland Foods 
Gil Gunderson, Northern FUry 

Seafoods ' y
William Relnke. Van Camp Seafood

In addition to the boart/of ̂  
directors, AFDF reilea on rod gains ,3 
much from the direction r.t CaH I ^  
Rosier, Chief o f Industn Services 
at National Manm Fulieriea 1 1V . 
Service Alaska Region in Juneau.

A  D e c a d e  o f  D ev e lo p m en t
By Krys Holmes
L ooldng back, the path Alaska Fisheries Develop­

ment Foundation has taken in the last ten years 
seems direct, planned, almost inevitable. But from 
1978 looking forward, it was a dubious, chaotic, 

and sometimes staggering path facing the new organization.
I ike most things in the fishing business, it all started with 

a rumor. The way Sara Hemphill tells it. someone heard that 
National Marine Fisheries Service (NMFS) had got hold of 
S3 million o f federal Saltonstall-Kennedy funds and was 
going to give part of it to New England Fish Co. (Nefco) for 
a white fish development project.

"In typical Alaskan style, the fishermen started scream- 
ing," Hemphill said. It seemed NMFS wanted to award the 
contract without bids, and Nefco would get a windfall of pub­
lic money. NMFS called a meeting In December 1977. but 
expected only a few people. The room was full.

"What came out ol that meeting was a concensus that 
NMFS couldn't let a S3 million sole source contract, and that

we should set up some organization that could funnel the 
Saltonstall-Kennedy money lo the industry," Hemphill said.

Almost twenty months later, the Alaska Fisheries Devel­
opment Corporation, with $100,000 startup money from the 
state of Alaska and Sara Hemphill as executive director, 
embarked on its first white fish development project, a 
SI .175 million demonstration of the economical and techni­
cal feasibility of Alaskan fishing vessels and processing 
plants going after (lie foreign controlled Alaskan white fish 
industry.

Tlie Saltonstall-Kennedy fund was created by a 1954 act 
of Congress to devote one-third of all revenues from import 
tariffs on marine products, including coral, pearls and sea­
food products, to the U.S. seafood industry. The money was 
lo be used for fisheries development projects, and its appli­
cation was lo be Industry directed.

That first project bad something for everybody," Hem­
phill said. The project was segmented lo Include activities 
from all parts of the stale and to indudr fishing, processing
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and marketing. It included shrimp boats, longllners, crew 
training programs and processing demonstrations. It 
touched on pollock, cod. sablelish, and black cod.
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"After mtmy months of careful planning and preparation, 
the public trust in fisheries development is now an active, 
tangible reality."

—AFDF Bulletin August 1980

Alaska Fisheries Development Corporation was formed, 
the first organization in Alaska to include both fishermen 
and processors, and to span all industry interests. Ron 
Jensen was the president o l the board of directors. Other 
board members were: Patrick Pietnikoff, Pete Harris, Connie 
Taylor, A1 Burch, Lany Painter. Jim Ferguson, John Enge 
Sr., Robert Morgan, and Jim Marr. Hemphill was Acting Ex­
ecutive Director, and was soliciting applications for tire p-r- 
manent post until the board convinced her to stop fooling 
around and apply for lire job herself. She did, she was Execu­

tive Director until 1982.
Through the first year of 

AFDC, members were most 
concerned with increased for­
eign allocations of bottomfish 
under the one-year-old 200- 
mile limit taw. A November

10 AFDC newsletter quoted attorney Ed Furia speaking to a 
US. bottomfish workshop: “We found out tiiis morning ... 
that the State Department is considering increasing the alio 
cation of Alaska bottomfish to Korea and to Poland so that 
they can sell those bottomfish in the United States....We 
think this is incredible.*

The goal seemed clear to membership: to capture the 
profitable fishing and processing activity that was then given 
to foreign companies. The methods seemed less clear.The 
Alaskan fishing industry was segmented, with many separate 
groups representing gear types, regions and activities.

The same AFDC newsletter of Nov. 10,1978 tel's a story 
of two boys trying to balance on railroad tracks. Neither 
could make it far, until they discover that by holding hands 
across the expanse they could keep each other balanced. 
"AFDC symbolizes the hands held across the track,* wrote 
editor Connie Taylor.
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"Government mast tlint its agcndcs are not
experts; the expertise resides in the private sector, 
(krvemmcnt mast assist without interfering, challenge 
without destroying and encourage without building a false 
foundation."

-The Lodestar Autumn 1983

After riding a *roliercnastcr o.. the funding is*aie* through 
the winter of 1978-79, Sara Hemphill announced in the spring 
of 1979 that Congress had finally approved S 1.445 million, 
promised the year before. But it would take until September 
lo see the first dollar of S K  money. In the meantime, the 

board updated its white fish
development project proposal, 
and prepared for some 
smaller projects.

In October, bids were solic­
ited fo r i  bottomfish trawler.a 
shrimp trawler and a longline 
vessel, and for shore based or 
floating processors who would 
handle the product harvested 

by the project's boats. It was •  small step toward Americani­
zation of Alaska's bottomfish resource

Abo in 1979, the board of directors decided one change 
had to be made to ensure the organization o( its non profit 
status, and to underline the philanthropic purpose that char­
acterizes the organization- they changed Its name to Alaska 
Fisheries Development Foundation.
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■“Working to meet the diverse self-identified needs ol the 
Alaskan industry is a monumental task.* wrote Sara Hem­
phill In February 1980. As a first step. Die AFDF board 
drafted a mission statement, affirming that the Foundation's 
purpose was *to encourage the full and viable domestic utili 
zation of all Alaskan fisheries consistent wi'h wise resource 
management and healthy development ol Alaska's fishing 
communities.*

By this lime AFDF h id developed a reputation is  the only 
arena in which fishermen and processors, on shore and off­
shore, Southeast to the Bering Sea. could communicate 
needs and cooperate In solutions 

AFDFs 1980 projects included helping create a shore- 
based while fish processing plant, originally sited at Alaska 
Food Company at Gibson Cove, in Kodiak: and equipping a 
124-foot combination crsbber/lnngliner called the Aleutian

Mistress with a Mustad auto longlining system. Both proj­
ects would see plenty of changes before they were fin- 
jshed. The Aleutian Mistress was the first of many projects 
in which Baader North America contributed technology, 
time and expertise to an AFDF project

AFDF also arranged to place U.S. observers aboard the 
German factory trawler Friedriche Busse to collect harvest­
ing, processing and economic data. Participants confirmed 
that the North Pacific bottomfish learning curve was in­
deed very long, and Dint the market had no patience for 
those who were still on it.

Ron Jensen resigned from the board in 1980 and was 
replaced by Bob Anderson. AFDF hired Sharon Gwinn as 
assistant executive director. 3he was with the Foundation 
unlil 1985 and returned in 1986 as acting executive direc­
tor, BcUtymae Jones was hired as office manager.

1981
"U.S. development of an Alaska pollock fishery will 

probably not beviable unlil we develop successful methods 
of using minced pollock cither as an export commodity or 
in products acceptable for domestic consumption,’  said 
Dick Nelson of NMFS in 1981. His comment solidified 
Ideas AFDF had been tossing around that fisheries devel­
opment would not depend solely on fishing and processing 
Alaska's bottomfish, but on developing new, marketable 
products from Alaska's most abundant raw material.

A huge slate of 17 projects received $1.9 million in S K  
funds for fiscal year 1981-82.1 uey included shore-based 
and at-sea cod. salt cod and pollock processing, demon- 
s'ralions of longline gear, baitin'- systems and fishing, a 
fish waste recovery project, scvi. small fishery studies, a 
fishing vessel safety project, a stuay o f cold storage and 
transportation needs in Alaska, and several marketing an 
informational projects.

In Novembo’ 1981, AFDF sponsored a conference en­
titled, ‘ Alaska Pollock: Is it a Red Hcrring?*Tlie meeting 
would finally set fue to Alaska's bottomfish development;

The AFDF board of directors in 1981 included Bob An­
derson (as president). A1 Burch, Jesse Foster. Greg 
Favretto. John Enge. Hank Eaton. Dan Flynn, Richard 
Pace, Ken Alircad, and Jake Phillips. Charlene Wilson and 
Michael Broili joined the staff in this year.
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Greg Cushing and Bill Woods joined the AFDF board 
of directors; Sara Hemphill resigned, citing a need for 
‘ new blood*—she may have felt she'd already spilled 
enough of her own—and Cliristopher K. Mitchell was 
hired as AFDFs second executive director. In an Anchor- 
ate Times interview, Hemphill said she favored hiring 
Mitchell because *he asked harder questions of us than 
we asked of him*

In 1982 Die Model White Fish Processing Demonstra­
tion IVojed was moved from Kodiak to Akuian, on the 
Aleutian Chain 700 miles west of Anchorage. There Tri­
dent Seafoods had built a 100,000 square foot plant dedi­
cated solely to white fish processing. D ie  Trident plant, 
the first of its kind ever built in Alaska, could handle more 
fish than Oregon's entire annual harvest. D ie  project 
would begin with a target production of split, salted Pacific 
coil in March, and frozen fillets later.

AFDF circulated 400 questionnaires to Alaskan fisher­
men and processors to help Identify future projects that 
might have a significant impact on the future of Alaska's 
fisheries economy. D ie Foundation received 42 project 
proposals that year.

‘ Our most important mission.* reads a newilcltrr from 
early 1982, *is lo accelerate the growth and diversification 
of Alaska's seafood industry.* With that goal in mind, the 
AFDF staif applied another year of S K  funds toward en­
hancing shore-based white Gsli processing at Akutan. com­
pleting the Aleutian Mis/rev project, demonstrating the 
quality and preservation of Alaskan ground- 
fish. and exploring the feasibility of severs! new flslierie* 
targeting on pollock, Alka mackerel razor clams, sablefisli 
and octopus.

By 1982 it was clear that developing the pollock fishery 
would depend on developing products to mike from pol­
lock—primarily surimi. A May/June AFDF Bulletin bringi 
surimi to the Foundation forefront for the first lime. "Sea­
food Alchemy: Turning croaker into crab legs* reads the 
headline; the story told of Nlchibci Fisheries in Alabama.
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the company where AFDF would later 
find surimi technician Billy Thrash, 
who aided AFDF in its first tentative 
months of surimi production.

By 1982 the Foundation staff had in­
creased to include Anita Murphy, 
Sharon Tyonc, Linda Allen and 
Florence ScotL I ate in the year, Ellen 
Wilson was hired as secretary. And on 
March 1, a day that will live in infamy 
for both AFDF and the pyrotechnics 
industry nationwide. (lie once set fire 
to a stack of old Wall Street Journals 
on his desk while negotiating fantasy 
stock deals with Doug Humes) Chris 
Riley joined the staff as project man­
ager.
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Throughout the history of A T )F  
run several common themes: treating 
opportunities for fishermen, filling the 
gaps in U.S. seafood processing tech­
nology. and exploring new uses for 
Alaska's seafood products. But in 1983, 
under (he direction of Chris Mitchell 
and (lie nervously supportive eye of 
Carl Rosier of NMFS. AFDF took a 
dramatic turn: the Foundation moved 
away from its "scattershot" projects, 
planted most of its resources behind 
one concentrated, multi-year project, 
and dedicated itself to discovering and 
developing new methods of producing 
surimi from Alaska pollock.

"We're looking for a few greedy 
people," read a brochure AFDF pro­
duced t hat year. To succeed in a risky 
project like 'he surimi program—going 
against the political tides and certainly 
against the Japanese interests now 
very powerful in the Alaskan seafood 
industry—it would be necessary’ to 
make sure everyone had something to 
gain from the project. In 1983, AFDF 
submitted its surimi project proposal to 
NMFS. and began to lay groundwork 
for the pi oject that would put AFDF on 
the map.

D ie  staff contacted 500 U.S. compa­
nies—suppliers of ingredients, equip­
ment, materials and knowledge—and 
sent out samples of Japanese surimi for 
product development purposes. Within 
months, companies across the country 
were twisting, poking, fiavoring, color­
ing and tasting surirni.

D ie  staff, hoping that at least some 
of these companies would find surimi 
profitable, pumped out as many 
samples and as much information as 
they could gel hold of. And In the inter­
ests of better communications. D ie 
Lodestar was born.

In December 1983. AFDF selected 
from among five bidders one plant to 
conduct its surimi production project. 
After hours of proposal review, analy­
ses and deliberation, a specially-se­
lected board of advisors awarded the 
project to Royal Alaskan Seafoods in 
Dutch Harbor. The plant would be shut 
down within a year and the delibera­
tions would have to be repeated the fok 
lowing year. Hut, Chris Mitchell was 
quoted as saying, the level cf knowl­
edge demonstrated by the companies 
proposing for the project indicated *a 
growing strength of knowledge and 
commitment’  lo building an Abakan 
surimi industry.

In early 1983, Barbara Culver joined 
the AFDF staff as accountant.

Also in 1983. theTrident Seafood*

pbnt in Akutan—after only one year of 
operation—burned to the ground.
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if 1983 was AFDFs Year of the Pol­
lock. 1984 was the Year for Surimi. 
AFDF published "Hooked on Surimi," 
a directory of companies offering serv­
ices and equipment to the surimi in­
dustry. The staff continued to investi­
gate uses for surimi, The Foundation 
and National Food 
Processors Assoc, 
held a surimi con­
ference in Wash­
ington. D.C. that 
drew 200 people 
and seemed to set 
fire under each of 
them.

But primarily, 
the energy of 
AFDF and its as­
sociated compa­
nies was toward 
building the first 
commercial 
surimi plant in 
Alaska. With Bob 
Ryan as chief engi­
neer and Billy 
Thrash as suriini 
consultant, Royal Alaskan began 
small-scale surimi production on May
4. The quality was low, but excitement 
was high. Despile much talk to the 
contrary, Alaska had proved that it 
could make good surimi..

That summer. Royal Alaskan was 
shut down, the urimi project halted, 
and AFDF issued a second RFP for 
shore-based surimi production. D iis 
time, ralher than a pilot-scalc plant, 
AFDF went for full-scale commercial 
pr iduction of surimi. Alaska Pacific 
Seafoods of Kodiak was the winner this 
time, and bte in the year J i  the surimi 
equipment was moved to Kodiak.

1 9 8 5

"Surimi: It’s American Now," an­
nounced The Lodestar in January 1985, 
under an i ustralion of the Norman 
Rockwell Dianksgiving tabic spread 
with surimi-based products. D ie  illus­
tration has become one of AFDF's 
trademarks. D ie  message was twofold: 
Not only was it proven than Americans 
could make high-quality surimi on 
shore in Alaska, but the surimi was 
made with a combination of traditional 
Japanese and modem American and 
European technology.

TWo hundred people came lo 
"Wlille Cold," a grand opening of the 
surimi plant, to get their shoes wrt and 
see American surimi made. Once on­
shore. surimi began to capture the 
imagination of food executive* and 
technologist!. One company expm  
mcnted with a surimi based cheese 
log; another with surimi In cr ko mix: 
another with baby fool. D ie  potential 
value of an Alaska pollock industry 
profiting from waste, mince, meal oil 
and surimi was estimated abovr 86 bil­lion per year.

Knowledge about the pollock mar­
ket coincided with the opening of the 
rebuilt Trident Seafoods pbnt. Owner 
Chuck Oundrnnt had turned disaster 
into an o|>portunily, and had included

in his rebuilt pbnt design for pollock 
and cod processing equipment. With 
the new plant Bundrant was set up to 
process 52,000 lbs. of pollock per day, 
worth over 81 million per month, 
which at capacity would pay fishermen 
about 8260,000 per month.

In 1985 the pollock biomass seemed 
unending. Yet it became clear, from a 
standpoint of economics, efficiency, 
and resource management, that a suc­
cessful pollock pbnt would have to 
fully use every ounce of protein anAlaska pollock has 

to offer.
With nearly a 

million pounds of 
surimi on their 
hands, the AFDF 
staff fumed their 
attention lo mar­
ket development. 
How to create en­
tirely new markets 
and uses for a ma­
terial few knew 
very much about? 
A few analog 
plants were 
springing up in 
the Lower 48. 
AFDF concen­
trated on working 
with food develop­

ers, those who would create products 
beyond the imitation seafood market. It 
was the beginning of an endeavor still 
continuing, though today the effort 
centers not only on surimi but on all 
seafood forms.
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A goou year for the product develop­
ment effort for surimi at AFDF. D ie  
year dawned with a new line of health 
food products including a granola bar 
and a powdered protein drink, all using 
surimi.. Next. Lynda Nestellc created a 
moisturizing cream using surimi as the 
binder. D ie  trend continued with 
AFDF's first visit to the Western Slates 
Meat Association convention, where 
the little fisheries booth was nearly 
bowled over by eager meat packers 
who were either checking out the op­
portunity or the competition—even 
they may not have been sure which,

AFDF had achieved three important 
goals in its surimi project: it had suc­
cessfully produced surimi in the U.S.; it 
had proven that existing technology 
could be improved u|>on using existing 
American equipment and techniques; 
and it had marketed the surimi in the 
US. and Japan.

And so. AFDF began the process of 
stepping back from the forefront of 
surimi Industry development. By this 
time there were two other surimi 
plants on shore in Alaska and several 
floating processors being built. Work 
was being done independently of the 
AFDF project that indicated the surimi 
Industry w»* on strong footing. It was 
time lo start looking to the fuluie.

In the spring of 1986, Chris Riley 
left AFDF and the surimi project he 
had devoted himsel/ to. In the fall.
Chris Mitchell resigned to start his 
owncompan) in Seattle. In September 
Sharon Gwinn. who had left In 1985 lo 
start a business with Richard Khoda. 
returned to All in as acting executive 
director.
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Ten years after that first December 
meeting that sowed the seeds that 
would become AFDF, foreign fisher­
men harvested Alaskan white fish in 
U.S. waters for the bst time.

The new year brought high prices 
for U.S. pollock fillets and blocks, and 
doubled production of surimi for 
Alaska Pacific Seafoods. D ie  economy 
of Alaska was deep in a recession but 
Kodiak boomed from bottomfish activ­
ity. AFDF started a project to enhance 
fish waste processing technology, and 
focused on gaining USDA approval for 
surimi as an ingredient in meats.

In March, AFDF published Surimi: 
It's American Now, the first compen­
dium of surimi knowledge in Ihe U.S.

On April 1. Mel Monscn joined Ihe 
staff as executive director. Soon after, 
he hired Loretta Lure and Peter 
Moore, who had been temporary con­
tractors to AFDF during the transi­
tional period.

D ie effort to move AFDF from its 
surimi project toward the future began 
witii a flatfish demonstration project, a 
new seafjod product development con­
test. and a study of pollock liver oil and 
its potential uses. D ie Foundation had 
moved from the uncertainty of its start, 
through th_ process of proving itself 
by aiding different segments of the in­
dustry. into a very focused project that 
was planned (o benefit the entire Alas­
kan seafood industry directly or indi­
rectly—and now began broadening its 
vision again to encompass the areas 
that still needed (lie unique kind of ac­
tivity only the Foundation can conduct.
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In its tenth year, the Alaska Fisher­
ies Development Foundation enjoys 
the stability that comes with having a 
history. Not everyone lias supported 
AFDF or its projects, or agrees with 
the directions it has taken. Many agree 
the Foundation has been a force of 
change and growth in the industry; 
same think it hasn't done enough to 
benefit small Alaskan operators.

D iere were a few successes in 1988: 
Surimi gained approval from the USDA 
as a processed meals ingredient; D ie  
tenth US. surimi factory ship has been 
launched: a salmon chili that resulted 
from Ihe Foundation's new product 
contest is entering commercial produc­
tion; Koriak Reduction. Inc. added a 
dryer lo its meal plant and tite flatfish 
project at Eagte Fisheries Is moving 
piecemeal toward profitability.

AFDF celebrates it* tenth anniver­
sary with i  taste of uncertainty fiavui 
ing the punch. D ie  S K  ProgTam fun- 
ncled less money to fisheries develop­
ment projects this year than ever be­
fore. Some member companies are be­
ginning to question if the priorities out­
lined by NMFS speak to Ihe needs ol 
the industry. But a few things are clear: 
AFDF was set up as a catalyst for pub­
lic funds directed toward private indus­
try, to benefit the greatest number of 
people wills the smallest amount of bu­
reaucracy. Members agree that, what­
ever direction ihe Foundation lake* in 
Ihe future, its role ai high-risk catalyst 
will continue.
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HOUSE BILL NO. 403 

IN THE LEGISLATURE OF THE STATE OF ALASKA 

SEVENTEENTH LEGISLATURE - SECOND SESSION 

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

In tro d u c e d : 1/15/92
R e fe r re d : L a b o r  &  C o m m e rc e , H e a lth ,  E d u c a t io n  &  S o c ia l S erv ices

A BILL 

FOR AN ACT ENTITLED

1 "An Act relating to electrical worker safety."

2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

3 * Section 1. AS 18,60 is amended by adding a new section to read:
4 Sec. 18.60.042. ELECTRICAL WORKER SAFETY, (a) When an employee is working
5 on an energized line or conducting object that carries 5,000 or more volts phase to phase or phase
6 to ground, an employer shall
7 (1) require the employee to
8 (A) use only approved live line tools; and
9 (B) maintain a distance of at least two and one-half feet from the

10 energized line or conducting object; the employee shall maintain this distance by using
11 approved live line tools;
12 (2) provide the employee with correctly functioning, approved, live line tools for
13 use on the job;
14 (3) ensure that live line tools are
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1 (A) stored, maintained, and used so as to prevent damage to the tools;
2 (B) visually inspected and wiped clean each day before their use and, if
3 defects are discovered, ensure that the tools are removed from service.
4 (b) An employer may not permit live line tools to be used for purposes other than line
5 work. The employer shall ensure that wood live line tools are maintained with a surface coating
6 of varnish or other generally accepted treatment to prevent the absorption of moisture into the
7 wood. The maintenance, inspection, storage, and use of live line tools shall be in conformance
8 with the methods and standards recommended by the manufacturer of the tool.
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P l e a s e  p r e p a r e  a w o r k  d r a f t  b a s e d  o n  t h e  e l e c t r i c a l  w o r k e r  s a f e t y  
b i l l  i n c l u d e d  i n  t h i s  f a x .  I w o u l d  l i k e  t h e s e  n ew w o r k p l a c e  
s a f e t y  r e q u i r e m e n t s  t o  f i t  i n t o  t h e  e x i s t i n g  s y s t e m  o f  
o c c u p a t i o n a l  h e a l t h  a n d  s a f e t y  l a w s ,  i n s p e c t i o n s )  f i n e s  a n d  
a p p e a l s .  T h e O c c u p a t i o n a l  S a f e t y  a n d  H e a l t h  S t a n d a r d s
C o n s t r u c t i o n  C o d e *  p u b l i s h e d  b y  t h e  A l a s k a  D e p a r t m e n t  o f  L a b o r  
D i v i s i o n  o f  L a b o r  S t a n d a r d s  a n d  S a f e t y ,  p a g e s  1 9 3 - 2 1 3  ( p o w e r  
t r a n s m i s s i o n  a n d  d i s t r i b u t i o n )  may b e  o f  a s s i s t a n c e  t o  y o u  i n  
p r e p a r i n g  t h e  d r a f t .

I w r o t e  t h e  b i l l  i n  c o n s u l t a t i o n  w i t h  Tom B e g i c h  o f  t h e  I BEW . 
P l e a s e  c a l l  Tom i n  A n c h o r a g e  a t  2 / ^ - 2 1 3 5  ( A l a s k a  R e s e a r c h  
A s s o c i a t e s )  i f  y o u  h a v e  q u e s t i o n s  a b o u t  t h e  b i l l .  Tom h a s  t h e  
a u t h o r i t y  t o  m a k e d e c i s i o n s  a b o u t  t h e  c o n t e n t  o f  t h i s  b i l l .  R e p .  
F i n k e l s t e i n  i n t e n d s  t o  i n t r o d u c e  t h e  l e g i s l a t i o n  a t  t h e  v e r y  
b e g i n n i n g  o f  t h e  s e s s i o n .  I w o u l d  a p p r e c i a t e  a d r a f t  b e i n g
p r e p a r e d  a s  s o o n  a s  p o s s i b l e  a n d  t h e n  f a x e d  t o  lorn B e g i c h  a t  
( 9 0 7 )  2 7 ^ - 6 2 5 1 ,  a s  w e l l  a s  s e n t  t o  R e p .  F i n k e 1s t e i n ' s A n c h o r a g e  
o f  f  i c e .

T h a n k  y o u ,  a s  a l w a y s ,  f o r  y o u r  h e l p .

S i  n c e r e l y ,

C a t h e r i n e  R e a r d o n
a i d e  t o  t h e  H o u s e  L a b o r  a n d  C omm e r c e  C o m m i t t e e

D e a r  L e g a l  S e r v i c e s :

E l e c t r i c a l  W o r k e r  S a f e t y

S e c . _________  An e m p l o y e r  s h a l l  r e q u i r e  a n  e m p l o y e e  t o  c o m p l y  w i t h
t h e  f o l l o w i n g  s a f e t y  r e q u i r e m e n t s  w h i l e  o n  t h e  j o b :

( 1 )  I h e  e m p l o y e e  s h a l l  u s e  a p p r o v e d  l i v e  l i n e  t o o l s  w h e n  t h e
e m p l o y e e  i s  w o r k i n g  o n  a n  e n e r g i z e d  l i n e  o r  c o n d u c t i n g  o b j e c t
c a r r y i n g  5 , 0 0 0  o r  m o r e  v o l t s  p h a s e  t o  p h a s e .

( 2 )  Th e e m p l o y e e  s h a l l  m a i n t a i n  a d i s t a n c e  o f  a t  l e a s t  2 . 5  f e e t  
f r o m  a n  e n e r g i z e d  l i n e  o r  c o n d u c t i n g  o b j e c t  c a r r y i n g  5 , 0 0 0  o r
m o r e  v o l t s  p h a s e  t o  p h a s e .  T h e e m p l o y e e  s h a l l  m a i n t a i n  t h i s
d i s t a n c e  t h r o u g h  t h e  u s e  o f  a p p r o v e d  l i v e  l i n e  t o o l s .

( 3 )  I h e  e m p l o y e r  s h a l l  p r o v i d e  t h e  e m p l o y e e  w i t h  c o r r e c t l y -  
f u n c t i o n i n g ,  a p p r o v e d  l i v e  l i n e  t o o l s  f o r  u s e  o n  t h e  j o b .

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



( 5 )  The e m p l o y e r  s h a l l  e n s u r e  t h a t  l i v e  l i n e  t o o l s  a r e  s t o r e d ,  
m a i n t a i n e d  a n d  u s e d  i n  s u c h  a m a n n e r  a s  t o  p r e v e n t  d am a g e  t o  t h e  
t o o l s .  L i v e  l i n e  t o o l s  s h a l l  n o t  b e  u s e d  f o r  p u r p o s e s  o t h e r  t h a n  
l i n e  w o r k .  Wood l i v e  . l i n e  t o o l s  s h a l l  b e  m a i n t a i n e d  w i t h  a 
s u r f a c e  c o a t i n g  o f  v a r n i s h  o r  o t h e r  a p p r o v e d  t r e a t m e n t  t o  p r e v e n t  
t h e  a b s o r b t i o n  o f  m o i s t u r e  i n t o  t h e  w o o d .  T h e  m a i n t e n a n c e ,  
i n s p e c t i o n ,  s t o r a g e ,  a n d  u s e  o f  l i v e  l i n e  t o o l s  s h a l l  b e  i n  
c o n f o r m e n c e  w i t h  t h e  m e t h o d s  a n d  s t a n d a r d s  r e c o m m e n d e d  b y  t h e  
t o o l s ’ m a n u f a c t u r e r s .
S e c .

( 1 )  F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  " l i v e  l i n e  t o o l "  m e a n s  
h o t  s t i c k  o r  o t h e r  b a r r i e r  t o  t h e  c o n d u c t i o n  o f  e l e c t r i c i t y .

( 2 )  F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  " a p p r o v e d "  m e a n s  t h e  
m a n u f a c t u r e r  c e r t i f i e s  t h e  t o o l  d o e s  n o t  c o n d u c t  e l e c t r i c i t y  w h e n  
i t  i s  e x p o s e d  t o  t h e  f o l l o w i n g  c o n d i t i o n s :

( a )  1 0 0 , 0 0 0  v o l t s  p h a s e  t o  p h a s e  p e r  f o o t  o f  l e n g t h  f o r  5
m i n u t e s ,  i f  t h e  t o o l  i s  c o n s t r u c t e d  o f  f i b e r g l a s s ;  o r

( b )  7 5 , 0 0 0  v o l t s  p h a s e  t o  p h a s e  p e r  f o o t  o f  l e n g t h  f o r  3
m i n u t e s ,  i f  t h e  t o o l  i s  c o n s t r u c t e d  o f  w G o d .

Se c . _______

( 1 )  Th e D e p a r t m e n t  o f  L a b o r  s h a l l  a d o p t  r e g u l a t i o n s  i m p l e m e n t i n g  
t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r .

( 2 )  An e m p l o y e r  who v i o l a t e s  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r  
may b e  a s s e s s e d  b y  t h e  C o m m i s s i o n e r  o f  L a b o r  a c i v i l  p e n a l t y  o f  
n o t  m o r e  t h a n  $ 7 , 0 0 0  f o r  e a c h  v i o l a t i o n .

( 3 )  An e m p l o y e r  who w i l f u l l y  o r  r e p e a t e d l y  v i o l a t e s  a p r o v i s i o n  
o f  t h i s  c h a p t e r  may b e  a s s e s s e d  b y  t h e  C o m m i s s i o n e r  o f  L a b o r  a 
c i v i l  p e n a l t y  o f  n o t  m o r e  t h a n  $ 7 0 , 0 0 0  f o r  e a c h  v i o l a t i o n .

<*♦) An e m p l o y e r  who f a i l s  t o  c o r r e c t  a v i o l a t i o n  w i t h i n  t h e  
p e r i o d  p e r m i t t e d  f o r  i t s  c o r r e c t i o n  f o r  w h i c h  a c i t a t i o n  h a s  b e e n  
i s s u e d  may b e  a s s e s s e d  b y  t h e  c o m m i s s i o n e r  o f  L a b o r  a c i v i l  
p e n a l t y  o f  n o t  m o r e  t h a n  $ 7 , 0 0 0  f o r  e a c h  d a y  d u r i n g  w h i c h  t h e  
f a i l u r e  t o  c o r r e c t  t h e  v i o l a t i o n  o c c u r s .



0 ^ i -  ( e ^ S /

I am s o r r y  I s c r e w e d  a r o u n d  a n d  d i d  n o t  g e t  t h e  e l e c t r i c a l  w o r k e r  
s a f e t y  b i l l  i n t o  y o u r  h a n d s  w h e n  I p r o m i s e d .  I h a v e  t o l d  l e g a l  
s e r v i c e s  t o  t a k e  y o u r  d i r e c t i o n  i n  d e c i s i o n s  o n  t h e  c o n t e n t  o f  
t h e  b i l l .  A f t e r  r e a d i n g  t h e  C o n s t r u c t i o n  C o d e  O c c u p a t i o n a l
S a f e t y  a n d  H e a l t h  S t a n d a r d s )  p u b l i s h e d  b y  t h e  A l a s k a  D e p a r t m e n t  
o f  L a b o r  D i v i s i o n  o f  L a b o r  S t a n d a r d s  a n d  S a f e t y *  w h i c h  y o u  g a v e  
me w h e n  y o u  v i s i t e d  t h e  o f f i c e *  I d o  n o t  u n d e r s t a n d  w h a t  
p r o t e c t i o n s  t h e  b i l l  w o u l d  g u a r a n t e e  w h i c h  a r e  n o t  a l r e a d y  i n  t h e  
C o n s t r u c t i o n  C o d e  r e g u l a t i o n s .  I u n d e r s t a n d  t h a t  s t a t u t e  i s  m o r e  
s e c u r e  t h a n  r e g u l a t i o n ,  b u t  I t h i n k  t h e  b i l l  i s  a l s o  s u p p o s e d  t o  
b e  i n c r e a s i n g  t h e  u s e  o f  h o t  s t i c k s  b y  s m a l l  u t i l i t i e s .  I am n o t  
s u r e  we a r e  a c h i e v i n g  t h a t .  Yo u may w a n t  t o  r e a d  t h e  
c o n s t r u c t i o n  c o d e  s e c t i o n  o n  p o w e r  t r a n s m i s s i o n  a n d  d i s t r i b u t i o n  
( p a g e s  l ‘ ? 3 - 2 1 3 ) t o  s e e  w h a t  I m e a n .

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

I ' l l  s e e  y o u  i n  a f e w  w e e k s ,

C a t h e r  i n e

D e a r  l o r n :

E l e c t r i c a l  Wo r k e * * S a f e t y  B i l l  S e n t  t o  L e g a l  S e r v i c e s  f o r  D r a f t i n g

S e c . _______ An e m p l o y e r  s h a l l  r e q u i r e  a n  e m p l o y e e  t o  c o m p l y  w i t h
t h e  f o l l o w i n g  s a f e t y  r e q u i r e m e n t s  w h i l e  o n  t h e  j o b :

( 1 )  T h e e m p l o y e e  s h a l l  u s e  a p p r o v e d  l i v e  l i n e  t o o l s  w h e n  t h e  
e m p l o y e e  i s  w o r k i n g  o n  a n  e n e r g i z e d  l i n e  o r  c o n d u c t i n g  o b j e c t  
c a r r y i n g  5 , 0 0 0  o r  m o r e  v o l t s  p h a s e  t o  p h a s e .

( 2 )  T h e e m p l o y e e  s h a l l  m a i n t a i n  a d i s t a n c e  o f  a t  l e a s t  2 . 5  f e e t  
f r o m  a n  e n e r g i z e d  l i n e  o r  c o n d u c t i n g  o b j e c t  c a r r y i n g  5 , 0 0 0  o r  
m o r e  v o l t s  p h a s e  t o  p h a s e .  Th e e m p l o y e e  s h a l l  m a i n t a i n  t h i s  
d i s t a n c e  t h r o u g h  t h e  u s e  o f  a p p r o v e d  l i v e  l i n e  t o o l s .

( 3 )  T h e  e m p l o y e r  s h a l l  p r o v i d e  t h e  e m p l o y e e  w i t h  c o r r e c t l y -  
f u n c t i o n i r . g » a p p r o v e d  l i v e  l i n e  t o o l s  f o r  u s e  o n  t h e  j o b .

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

<5> T h e e m p l o y e r  s h a l l  e n s u r e  t h a t  l i v e  l i n e  t o o l s  a r e  s t o r e d ,  
m a i n t a i n e d  a n d  u s e d  i n  s u c h  a m a n n e r  a s  t o  p r e v e n t  d am a g e  t o  t h e  
t o o l s .  L i v e  l i n e  t o o l s  s h a l l  n o t  b e  u s e d  f o r  p u r p o s e s  o t h e r  t h a n  
l i n e  w o r k .  Wood l i v e  l i n e  t o o l s  s h a l l  b e  m a i n t a i n e d  w i t h  a 
s u r f a c e  c o a t i n g  o f  v a r n i s h  o r  o t h e r  a p p r o v e d  t r e a t m e n t  t o  p r e v e n t



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

S e c . ______

( 1 )  F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  " l i v e  l i n e  t o o l "  m e a n s  
h o t  s t i c k  o r  o t h e r  b a r r i e r  t o  t h e  c o n d u c t i o n  o f  e l e c t r i c i t y .

< £ ) F o r  t h e  p u r p o s e s  o f  t h i s  c h a p t e r ,  " a p p r o v e d "  m e a n s  t h e  
m a n u f a c t u r e r  c e r t i f i e s  t h e  t o o l  d o e s  n o t  c o n d u c t  e l e c t r i c i t y  w h e n  
i t  i s  e x p o s e d  t o  t h e  f o l l o w i n g  c o n d i t i o n s :

( a )  1 0 0 , 0 0 0  v o l t s  p h a s e  t o  p h a s e  p e r  f o o t  o f  l e n g t h  f o r  5
m i n u t e s ,  i f  t h e  t o o l  i s  c o n s t r u c t e d  o f  f i b e r g l a s s ;  o r

( b )  7 5 , 0 0 0  v o l t s  p h a s e  t o  p h a s e  p e r  f o o t  o f  l e n g t h  f o r  3
m i n u t e s ,  i f  t h e  t o o l  i s  c o n s t r u c t e d  o f  w o o d .

S e c .

( 1 )  T h e D e p a r t m e n t  o f  L a b o r  s h a l l  a d o p t  r e g u l a t i o n s  i m p l e m e n t i n g  
t h e  p r o v i s i o n s  o f  t h i s  c h a p t e r .

( E )  An e m p l o y e r  who v i o l a t e s  t h e  r e q u i r e m e n t s  o f  t h i s  c h a p t e r  
may b e  a s s e s s e d  b y  t h e  C o m m i s s i o n e r  o f  L a b o r  a c i v i l  p e n a l t y  o f  
n o t  m o r e  t h a n  $ 7 , 0 0 0  f o r  e a c h  v i o l a t i o n .

( 3 )  An e m p l o y e r  who w i l f u l l y  o r  r e p e a t e d l y  v i o l a t e s  a p r o v i s i o n  
o f  t h i s  c h a p t e r  may b e  a s s e s s e d  b y  t h e  C o m m i s s i o n e r  o f  L a b o r  a 
c i v i l  p e n a l t y  o f  n o t  m o r e  t h a n  $ 7 0 , 0 0 0  f o r  e a c h  v i o l a t i o n .

( 4 )  An e m p l o y e r  who f a i l s  t o  c o r r e c t  a v i o l a t i o n  w i t h i n  t h e  
p e r i o D  p e r m i t t e d  f o r  i t s  c o r r e c t i o n  f o r  w h i c h  a c i t a t i o n  h a s  b e e n  
i s s u e d  may b e a s s e s s e d  b y  t h e  c o m m i s s i o n e r  o f  L a b o r  a c i v i l  
p e n a l t y  o f  n o t  m o r e  t h a n  $ 7 , 0 0 0  f o r  e a c h  d a y  d u r i n g  w h i c h  t h e  
f a i l u r e  t o  c o r r e c t  t h e  v i o l a t i o n  o c c u r s .



Electrical-Worker Safety Standards

Sec.  A person shall require the person's employee
to comply with the following safety requirements while on the 
job:

v. ^ (1) The employee and any conducting object shall not be 
p. 1 C closer to an energized line or conducting object than the 

distances established in (a), unless the energized line or 
conducting object in carrying less than 5,000 kilovolts of 
electricity and the employee is using approved protective 
equipment in an approved manner.

(a) Voltage Range Phase to Phase Distance

(^cko-rA- yova n~*S)
I / c A  (2) The employee shall use approved rubber gloves or approved

P' / hot sticks when removing a tree limb or conducting object from
contact with high voltages, and when a tree limb or conducting 
object is within the distance established in (1)(a).

(3) The employee shall wear approved rubber gloves or US*- 
_  | (q ) approved hot sticks when the employee is closer to (or can
r touch) an energized line or conducting object than the
3*4 distance established in (1) (a) .

..I ( " ')
(4) The employee may use approved rubber gloves, line hoses, 
rubber blankets, and other approved protective equipment, as 
well as approved hot sticks, on an energized line or 
conducting object carrying less than 5,000 J ^ ^ v o l t s  of 
electricity.

(5) The employee may use conductor support tools such as link 
■ / sticks, strain carriers, and insulator cradles, if the clear 

“p  ^ insulation is at least as long as the insulator string or the 
minimum distance established in (1)(a) for the operating 
voltage.

\ #/[) (6) The employee shall not use the live-line,bare-handed 
P* / ̂  ' technique on an energized line or conducting object carrying 

750 or more volts of electricity.

\ ( V s! The emP loy ee shall use approved rubber gloves or approved
P ’ I ® ) hot sticks when placing protective equipment on or around 

energized conductors of voltages of 750 to 5,000 volts of 
electricity.

L 0£  | (8) The employee shall use approved hot sticks when the
 ̂ ‘ ‘ employee is working on an energized line or conducting object

carrying 5,000 or more kilovolts of electricity.



jl.

I I icN (9) The employee shall maintain a distance of at least ___
\J' ^ I feet from an energized line or conducting object carrying

5,000 kilovolts or more of electricity. The employee shall 
maintain this distance through the use of approved hot line 
tools.

7 /’ \(cV10) The employee shall not use a defective hot line tool. The 
'p  . b 'employee shall mark as defective, and turn in for repair or 

replacement, any hot line tool which appears defective.

Sec. A person who employees a person to repair, maintain, or 
install electrical systems shall:

3 ^  The eTnP loy er shall visually inspect, and wipe clean, each
P   ̂ ' y h o t  line tool the employee uses each day, before the tool is 

used.

^/.\/i\(2) The employer shall inspect all hot line tools and ropes 
p . ^ V / W j e a c h  day before use. Hot line tools and ropes shall be stored 

and maintained and used in such a manner as to prevent damage. 
Hot line tools and ropes shall not be used for purposes other 
than line work. Wood hot sticks shall be maintained w i t h  a 
surface coating of varnish or other approved treatment to 
prevent the absorption of moisture into the stick. The 
maintenance, inspection, storage, and use of such equipment 
shall be in conformance with the methods and standards 
recognized by manufacturers and the industry.

Definitions

( ) For the purposes of these sections, "protective 
equipment" means hot sticks, rubber gloves, line hoses, rubber 
blankets, guards, or other barriers to the conduction of 
electricity.

( ) For the purposes of these sections, "hot line tool" 
means... 7

) For the purposes of these sections, "approved" means the 
manufacturer certifies that the equipment/tool does not 
conduct electricity when it is exposed to the following 
conditions:

(a) 100,000 volts of electricity per foot of length for
5 minutes, if the equipment is constructed of fiberglass?

(b) 75,000 volts of electricity per foot of length for 3
minutes, if the equipment is constructed of wood; or

(c) Other tests which equal or exceed (a) and (b).

CP



"P. I (.12) ( ) For the purposes of these sections, a high voltage switch
' or disconnect is not considered de-energized if the remainder

of the switch or disconnect remains energized, unless approved 
barriers are erected which will prevent the employee from 
coming into contact with the remaining energized part.

S e c . 3 A person who violates the provisions of Sec.l or Sec.2 
is subject to the following penalties...

*)- j j l  m o u j  ZC I C |c Z) © ' icJ' -
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