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P r i c e  h a t e r h o u s e

N o v e m b e r  16, 1 9 9 0

T o  t h e  B o a r d  o f  D i r e c t o r s  o f  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c .

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

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

e n d e d  S e p t e m b e r  3 0, 1 9 9 0  a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  

d a t e d  N o v e m b e r  16, 1 9 9 0 .  I n  p l a n n i n g  a n d  p e r f o r m i n g  o u r  

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

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

o n  t h e  i n t e r n a l  c o n t r o l  s t r u c t u r e .

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

a c c o u n t i n g  c o n t r o l ,  e r r o r s  o r  i r r e g u l a r i t i e s  m a y  

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

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

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

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

t h e  p r o c e d u r e s  m a y  d e t e r i o r a t e .

O u r  c o n s i d e r a t i o n  o f  t h e  e n t i t y ' s  i n t e r n a l  c o n t r o l  s t r u c t u r e  

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

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

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

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

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

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

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



A LA SKA  F IS H E R IE S  DEVELOPM ENT FO U N D A T IO N , I N C .
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S T A T U S  O F  P R I O R  Y E A R  R E C O M M E N D A T I O N S  

S E P T E M B E R  30. 1 9 9 0

R e c o m m e n d a t i o n s  F u l l y  I m p l e m e n t e d

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

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

e x c e s s  o f  $ 1 0 0 , 0 0 0 .

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

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

w i t h  t h e  i n t e n t  o f  m a n a g e m e n t .
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STATUS OF PRIOR YEAR RECOMMENDATIONS 

SEPTEMBER 3 0 .  1 9 9 0

R e c o m m e n d a t i o n s  P a r t i a l l y  I m p l e m e n t e d

T h e  F o u n d a t i o n  s h o u l d  p e r i o d i c a l l y  e v a l u a t e  e x i s t i n g  c o n t r o l  

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

i m p l e m e n t e d .

A LA SKA  F I S H E R IE S  DEVELOPM ENT F O U N D A T IO N . IN C .
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A L A S K A  F I S H E R I E S  D E V E L O P M E N T  

F O U N D A T I O N .  I N C .

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

E X P E N S E S  P A I D  A N D  

C H A N G E S  I N  F U N D  B A L A N C E  

F O R  T H E  Y E A R  E N D E D  S E P T E M B E R  30. 1 9 9 1  

W I T H  I N D E P E N D E N T  A U D I T O R S ' R E P O R T S



a Peat Marwick
Certiried Public Accountants

601 West Filth Avenue 
Suite 700
Anchorage, AK 99501-2268

I n d e p e n d e n t  A u d i t o r s 7 R e p o r t

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

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

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

D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  ( t h e  F o u n d a t i o n )  a s  o f  S e p t e m b e r  30, 
1 9 9 1  a n d  t h e  r e l a t e d  s t a t e m e n t s  o f  r e v e n u e s  c o l l e c t e d  a n d  e x p e n s e s  

p a i d  a n d  c h a n g e s  i n  f u n d  b a l a n c e  f o r  t h e  y e a r  t h e n  e n d e d .  T h e s e  
f i n a n c i a l  s t a t e m e n t s  a r e  t h e  r e s p o n s i b i l i t y  o f  t h e  F o u n d a t i o n ' s  

m a n a g e m e n t .  O u r  r e s p o n s i b i l i t y  i s  t o  e x p r e s s  a n  o p i n i o n  o n  t h e s e  

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

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

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

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

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

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

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

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

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

p r o v i d e s  a  r e a s o n a b l e  b a s i s  f o r  o u r  o p i n i o n .

A s  d e s c r i b e d  i n  N o t e  1, t h e s e  f i n a n c i a l  s t a t e m e n t s  w e r e  p r e p a r e d  o n  

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

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

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

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

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

a r i s i n g  f r o m  c a s h  t r a n s a c t i o n s  o f  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n  a s  o f  S e p t e m b e r  3 0 ,  1 9 9 1  a n d  i t s  r e v e n u e s  c o l l e c t e d  a n d  

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

e n d e d ,  o n  t h e  b a s i s  o f  a c c o u n t i n g  d e s c r i b e d  i n  N o t e  1.

November 15, 1991



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

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

A R I S I N G  F R O M  C A S H  T R A N S A C T I O N S  

S E P T E M B E R  3 0. 1 9 9 1

R e s t r i c t e d  U n r e s t r i c t e d  
F u n d  F u n d

A s s e t s :
C a s h  $ 1 2 , 4 1 1  $ 5 , 2 3 8

I n v e s t m e n t s  __________“ 5 4 , 9 9 3

T o t a l  A s s e t s  $ 1 2 , 4 1 1  $ 6 0 , 2 3 1

F u n d  b a l a n c e  $ 1 2 , 4 1 1  $ 6 0 , 2 3 1

The accompanying notes are an integral
part of these financial statements.



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

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

A N D  C H A N G E S  I N  F U N D  B A L A N C E  

R E S T R I C T E D  F U N D
Y e a r  E n d e d  

S e p t e m b e r  30. 1 9 9 1

R e v e n u e s  C o l l e c t e d :
F e d e r a l  g r a n t s  $ l f0 6 7 , 1 1 2

S t a t e  o f  A l a s k a  g r a n t s  1 0 3 , 6 5 2

P r o g r a m  i n c o m e  13
P u b l i c a t i o n  i n c o m e   6 . 2 7 5

T o t a l  r e v e n u e s  c o l l e c t e d  1 . 1 7 7 , 0 5 2

E x p e n s e s  P a i d  - P r o g r a m :
F u l l  u t i l i z a t i o n  4 0 , 1 5 0

R e f i n i n g  s u r i m i  4 9 , 6 7 0

M u l t i - s p e c i e s  w a s t e  u t i l i z a t i o n  2 0 0

F l a t f i s h  I I  1 7 , 5 7 7

W a s t e  u t i l i z a t i o n  I I  1 2 4 , 8 7 3

F l a t f i s h  I I I  3 2 , 1 8 0

G r o u n d f i s h  q u a l i t y  e n h a n c e m e n t  5 1 , 5 5 5

B y p r o d u c t  u t i l i z a t i o n  o f  n o n f i l l e t  f l e s h  5 1 , 0 0 0

W a s t e  u t i l i z a t i o n  I I I  1 7 0 , 6 2 0
F l a t f i s h  I V  -  s o r t i n g  m a c h i n e  2 8 4 , 2 0 0

A r r o w t o o t h  s u r i m i  d e m o n s t r a t i o n  6 , 5 6 3

M o d i f y i n g  c r a b  p o t s  t o  h a r v e s t  c o d   9 5  , 8 6 5

T o t a l  p r o g r a m  e x p e n s e s  p a i d  9 2 4  , 4 5 8

E x p e n s e s  P a i d  -  A d m i n i s t r a t i o n :
S a l a r i e s  1 8 1 , 4 6 5

E m p l o y e e  b e n e f i t s  3 4 , 4 2 5

B u s i n e s s  i n s u r a n c e  a n d  t a x e s  6 , 4 2 7

O f f i c e  e x p e n s e  a n d  m a i n t e n a n c e  8 , 2 5 8

S u p p l i e s  4 , 5 1 6

R e n t  2 1 , 0 0 8

T e l e p h o n e  3 , 5 1 3

P o s t a g e  a n d  c o u r i e r  4 , 1 9 3

C o n s u l t i n g  f e e s  3 , 8 8 0

S t a f f  t r a v e l  a n d  e x p e n s e s  6 , 9 9 5

B o a r d  t r a v e l  1 5 , 3 5 6

P u b l i c  i n f o r m a t i o n  3 9 , 5 1 1

A c c o u n t i n g  1 1 , 1 5 7

F u r n i t u r e  a n d  e q u i p m e n t  5 6 0

O t h e r   64

T o t a l  a d m i n i s t r a t i o n  e x p e n s e s  p a i d  3 4 1 . 3 2 8

T o t a l  e x p e n s e s  p a i d  1 f 2 6 5  .7 8 6

E x c e s s  o f  e x p e n s e s  p a i d  o v e r  r e v e n u e s  c o l l e c t e d  ( 8 8 , 7 3 4 )

F u n d  b a l a n c e ,  b e g i n n i n g  o f  y e a r  2 8 , 1 4 5

T r a n s f e r  f r o m  u n r e s t r i c t e d  f u n d  _______ 73  ,0 0 0

F u n d  b a l a n c e ,  e n d  o f  y e a r _____________________________________ £______ 1 2 . 4 1 1

The accompanying notes are an integral part
of these financial statements.



ALASKA FISHERIES DEVELOPMENT FOUNDATION. INC.

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

A N D  C H A N G E S  I N  F U N D  B A L A N C E  

U N R E S T R I C T E D  F U N D

Y e a r  E n d e d  
S e p t e m b e r  30. 1 9 9 1

R e v e n u e s  C o l l e c t e d :
M e m b e r s h i p  d u e s ,  c o n t r i b u t i o n s  a n d  o t h e r  $ 3 1 , 0 1 7

I n t e r e s t  1 0 . 9 8 5

T o t a l  r e v e n u e s  c o l l e c t e d  4 2 , 0 0 2

E x p e n s e s  P a i d :
O f f i c e  e x p e n s e s  3 , 0 8 6

B a n k  c h a r g e s  1 6 0
T r a v e l  a n d  e n t e r t a i n m e n t  1 , 1 0 5

P r o f e s s i o n a l  s e r v i c e s  3 , 7 5 0

S a l a r i e s  4 , 6 8 7

E q u i p m e n t  p u r c h a s e s  1 3 , 5 5 4

C o n t r i b u t i o n s   500.

T o t a l  e x p e n s e s  p a i d  26 , 8 4 2

E x c e s s  o f  r e v e n u e s  c o l l e c t e d  o v e r  e x p e n s e s  p a i d  1 5 , 1 6 0

F u n d  b a l a n c e ,  b e g i n n i n g  o f  y e a r  1 1 8 , 0 7 1

T r a n s f e r  t o  r e s t r i c t e d  f u n d  ( 7 3 , 0 0 0 )

F u n d  b a l a n c e ,  e n d  o f  y e a r  $ 6 0 , 2 3 1

The accompanying notes are an integral part
of these financial statements.
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A L A S K A  F I S H E R I E S  D E V E L O P M E N T  F O U N D A T I O N .  I N C .

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

S E P T E M B E R  30. 1 9 9 1

N O T E  1 - S U M M A R Y  O F  O P E R A T I O N S  A N D  A C C O U N T I N G  P O L I C I E S :

O p e r a t i o n s  -

T h e  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  ( A F D F )  i s  a n  

A l a s k a  n o n - p r o f i t  c o r p o r a t i o n  e x e m p t  f r o m  i n c o m e  t a x  u n d e r  S e c t i o n  
5 0 1 ( c ) ( 3 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e .  A F D F  ( i n c o r p o r a t e d  M a r c h  
6, 1 9 7 8  a s  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  C o r p o r a t i o n )  w a s  o r g a n i z e d  

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

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

f o r  t h e s e  a c t i v i t i e s  c o m e s  f r o m  t h e  N a t i o n a l  M a r i n e  F i s h e r i e s  

S e r v i c e  ( N M F S ) .  O t h e r  f u n d i n g  c o m e s  f r o m  t h e  A l a s k a  S c i e n c e  a n d  

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

B a s i s  o f  A c c o u n t i n g  -

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

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

w h e n  r e c e i v e d  r a t h e r  t h a n  w h e n  e a r n e d ,  a n d  e x p e n s e s  a r e  r e c o g n i z e d  

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

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

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

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

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

t h o s e  o u t s i d e  A F D F .

F u n d  T y p e s  -

T w o  b a s i c  f u n d  t y p e s  a r e  m a i n t a i n e d  b y  A F D F .  T h e y  a r e  t h e  

R e s t r i c t e d  F u n d  a n d  t h e  U n r e s t r i c t e d  F u n d .  A  b r i e f  d e s c r i p t i o n  o f  

e a c h  f o l l o w s :

R e s t r i c t e d  F u n d  -

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

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

b y  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n ,  

N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e  t o  p r o v i d e  f u n d i n g  f o r  t h e  

v a r i o u s  r e s e a r c h  a n d  d e v e l o p m e n t  a c t i v i t i e s  u n d e r t a k e n  b y  A F D F  

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

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

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

B o a r d  o f  D i r e c t o r s .

Unrestricted Fund -

N O T E  2 -  I N V E S T M E N T S :

A F D F  m a i n t a i n s  a n  i n v e s t m e n t  a c c o u n t  w i t h  M e r r i l l  L y n c h ,  w h i c h  

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

a c c o u n t .  T o t a l  i n t e r e s t  r e c e i v e d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30, 

1 9 9 1  w a s  $ 1 0 , 9 8 5 .  A t  S e p t e m b e r  3 0, 1 9 9 1  t h e  a c c o u n t  c o n s i s t e d  o f  

$ 2 0 , 0 0 0  o f  b a n k  c e r t i f i c a t e s  o f  d e p o s i t ;  $ 3 4 , 9 9 3 ,  s t a t e d  a t  c o s t  

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

M e t r o p o l i t a n  L i f e  S t a t e  S t r e e t  F u n d ;  a n d  $ 5 , 2 3 8  i n  m o n e y  m a r k e t  

f u n d s .

N O T E  3 ~  R E V E N U E S ;

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

N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n ;

I 
! 
I 
I

N A 8 6 - A B H - 0 0 0 4 4  $ 4 7 , 3 0 6

I
N A 8 8 - A B H - 0 0 0 0 7  6 7 , 4 4 8

N A 8 9 - A B H - 0 0 0 0 8  2 0 3 , 0 5 4

N A 9 0 A A - H - S K 1 6 5  1 0 3 , 0 7 8

L
N A 9 0 A A - D - S K 2 4 1  3 9 0 , 7 8 3

N A 9  0 A A - D - S K 2 4  2 2 5 5 , 4 4 3

I  

I  

i
I

L
L

$ 1  . 0 6 7  , 1 1 2

A F D F  m u s t  a l s o  m e e t  c e r t a i n  c o s t  s h a r i n g  p r o v i s i o n s  w h i c h  r e q u i r e  

t h a t  n o n - f e d e r a l  f u n d s  c o m p r i s e  3 1 %  t o  3 9 %  o f  t o t a l  f u n d s  r e c e i v e d  

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

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

N O T E  4 -  R E L A T E D  P A R T Y  T R A N S A C T I O N S ;

A s  p a r t  o f  i t s  n o r m a l  o p e r a t i o n s ,  A F D F  e n t e r s  i n t o  v a r i o u s  

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

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

m e m b e r s  o f  A F D F ' s  B o a r d  o f  D i r e c t o r s .  C o n t r a c t s  w i t h  t h e s e  

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

$ 7 7 , 8 0 0 .
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R e p o r t  o n  S u p p l e m e n t a r y  I n f o r m a t i o n  

S c h e d u l e  o f  F i n a n c i a l  A s s i s t a n c e  

I n d e p e n d e n t  A u d i t o r s 7 R e p o r t

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

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

b a l a n c e s  a r i s i n g  f r o m  c a s h  t r a n s a c t i o n s  a s  o f  S e p t e m b e r  3 0 ,  1 9 9 1  

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

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

e x p r e s s e d  o u r  o p i n i o n  o n  t h e s e  f i n a n c i a l  s t a t e m e n t s  d a t e d  N o v e m b e r  
1 5, 1 9 9 1 .  T h e s e  f i n a n c i a l  s t a t e m e n t s  a r e  t h e  r e s p o n s i b i l i t y  o f  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  m a n a g e m e n t .  O u r  

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

s t a t e m e n t s  b a s e d  o n  o u r  a u d i t .

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

a u d i t i n g  s t a n d a r d s  a n d  w i t h  G o v e r n m e n t  A u d i t i n g  S t a n d a r d s ,  i s s u e d  

b y  t h e  C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  S t a t e s .  T h o s e  s t a n d a r d s  

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

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

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

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

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

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

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

p r e s e n t a t i o n .  W e  b e l i e v e  t h a t  o u r  a u d i t  p r o v i d e s  a  r e a s o n a b l e  

b a s i s  f o r  o u r  o p i n i o n .

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

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

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

a s s i s t a n c e  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0, 1 9 9 1  i s  p r e s e n t e d  f o r  

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

o f  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  C i r c u l a r  A - 1 3 3 ,  a n d  i s  n o t  a 

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

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

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

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

f i n a n c i a l  s t a t e m e n t s  t a k e n  a s  a  w h o l e .

6 r  f o c J r

November 15, 1991



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

S C H E D U L E  O F  F E D E R A L  F I N A N C I A L  A S S I S T A N C E  
F O R  T H E  Y E A R  E N D E D  S E P T E M B E R  30. 1 9 9 1

8

F e d e r a l  G r a n t o r

C A F D  G r a n t o r ' s

N u m b e r  N u m b e r  D i s b u r s e m e n t s

U . S .  D e p a r t m e n t  o f  C o m m e r c e  

N a t i o n a l  O c e a n i c  & A t m o s p h e r i c  

A d m i n i s t r a t i o n  

S a l t o n s t a l l - K e n n e d y  P r o g r a m

F u l l  U t i l i z a t i o n  1 1 . 4 2 7

O p t i m i z i n g  O p p o r t u n i t i e s  1 1 . 4 2 7

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  1 1 . 4 2 7  

P r o g r a m

B y p r o d u c t  U t i l i z a t i o n  o f  N o n -  

F i l l e t  F l e s h ,  D e v e l o p m e n t  o f  

I m p r o v e d  T e c h n i q u e s  f o r  B o n e /  

P a r a s i t e  R e m o v a l  ( I I I )  1 1 . 4 2 7

M u l t i - s p e c i e s  b y p r o d u c t  

U t i l i z a t i o n  1 1 . 4 2 7

F l a t f i s h  U t i l i z a t i o n  I V  1 1 . 4 2 7

D e v e l o p m e n t  o f  Q u a l i t y  

C o n t r o l  D a t a  i n  S u p p o r t  

o f  M o d e l  S e a f o o d

S u r v e i l l a n c e  P r o g r a m  1 1 . 4 2 7

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

N A S 6 - A B H - 0 0 0 4 4  

N A 8 8 - A B H - 0 0 0 0 7  

N A 8  9 - A B H - 0 0 0 0 8

N A 9 0 A A - H - S K 1 6 5

N A 9 0 A A - D - S K 2 4 1

N A 9 0 A A - D - S K 2 4 2

N A 1 7 F D 0 2 7 4 - 0 1

4 0 , 1 5 0

6 7 , 4 4 8

2 0 8 , 6 0 8

9 4 , 6 3 0

2 4 0 , 4 5 1

3 9 5 , 6 3 7

S I  . 0 4 6  .924

R E C O N C I L I A T I O N  O F  F E D E R A L  F I N A N C I A L  A S S I S T A N C E  

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

F e d e r a l  g r a n t  e x p e n d i t u r e s  

S t a t e  o f  A l a s k a  g r a n t  e x p e n d u t u r e s  

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

r e s t r i c t e d  a d m i n i s t r a t i v e  c o s t s  

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

e x p e n d i t u r e s

T o t a l  e x p e n s e s  p a i d  - r e s t r i c t e d  f u n d

$ 1 , 0 4 6 , 9 2 4

1 1 9 , 9 8 2

9 2 , 6 0 5

6 . 2 7 5

$ 1 . 2 6 5 , 7 8 6
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R e p o r t  o n  I n t e r n a l  C o n t r o l  S t r u c t u r e  i n  

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

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

W e  h a v e  a u d i t e d  t h e  c a s h  b a s i s  f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  F i s h e r i e s  
D e v e l o p m e n t  F o u n d a t i o n  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0, 1 9 9 1  

a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  N o v e m b e r  1 5 ,  1 9 9 1 .

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

s t a n d a r d s  a n d  w i t h  G o v e r n m e n t  A u d i t i n g  S t a n d a r d s ,  i s s u e d  b y  t h e  

C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  S t a t e s .  T h o s e  s t a n d a r d s  r e q u i r e  t h a t  
w e  p l a n  a n d  p e r f o r m  t h e  a u d i t  t o  o b t a i n  r e a s o n a b l e  a s s u r a n c e  a b o u t  
w h e t h e r  t h e  f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .

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

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

S e p t e m b e r  3 0 ,  1 9 9 1 ,  w e  c o n s i d e r e d  i t s  i n t e r n a l  c o n t r o l  s t r u c t u r e  i n
o r d e r  t o  d e t e r m i n e  o u r  a u d i t i n g  p r o c e d u r e s  f o r  t h e  p u r p o s e  o f  e x p r e s s i n g  

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

t h e  i n t e r n a l  c o n t r o l  s t r u c t u r e .

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

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

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

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

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

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

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

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

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

i n h e r e n t  l i m i t a t i o n s  i n  a n y  i n t e r n a l  c o n t r o l  s t r u c t u r e ,  e r r o r s  o r  

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

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

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

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

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

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

o  C a s h  r e c e i p t s  

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

F o r  a l l  t h e  c o n t r o l  c a t e g o r i e s  l i s t e d  a b o v e ,  w e  o b t a i n e d  a n  

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

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

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

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

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

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

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

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

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

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

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

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

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

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

m a n a g e m e n t ,  a n d  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

a  m a t t e r  o f  p u b l i c  r e c o r d .

November 15, 1991
K  P / 7 1  ( jr  P j L o J t
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C o m p l i a n c e  R e p o r t  B a s e d  o n  a n  A u d i t  o f  t h e  

C a s h  B a s i s  F i n a n c i a l  S t a t e m e n t s  P e r f o r m e d  i n  

A c c o r d a n c e  W i t h  G o v e r n m e n t  A u d i t i n g  S t a n d a r d s

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

W e  h a v e  a u d i t e d  t h e  c a s h  b a s i s  f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  F i s h e r i e s  
D e v e l o p m e n t  F o u n d a t i o n  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0 ,  1 9 9 1  

a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  N o v e m b e r  1 5 ,  1 9 9 1 .

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

s t a n d a r d s  a n d  w i t h  G o v e r n m e n t  A u d i t i n g  S t a n d a r d s ,  i s s u e d  b y  t h e  

C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  S t a t e s .  T h o s e  s t a n d a r d s  r e q u i r e  t h a t  

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

w h e t h e r  t h e  f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .

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

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

F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  m a n a g e m e n t .  A s  p a r t  o f  o b t a i n i n g  

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

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

D e v e l o p m e n t  F o u n d a t i o n ' s  c o m p l i a n c e  w i t h  c e r t a i n  p r o v i s i o n s  o f  l a w s ,  
r e g u l a t i o n s ,  c o n t r a c t s ,  a n d  g r a n t s .  H o w e v e r ,  t h e  o b j e c t i v e  o f  o u r  a u d i t  

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

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

o p i n i o n .

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

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

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

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

a t t e n t i o n  t h a t  c a u s e d  u s  t o  b e l i e v e  t h a t  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

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

p r o v i s i o n s .

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

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

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

a m a t t e r  o f  p u b l i c  r e c o r d .

Nove.v.iber 15, 1991
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R e p o r t  o n  I n t e r n a l  C o n t r o l  S t r u c t u r e  

U s e d  i n  A d m i n i s t e r i n g  F e d e r a l  A w a r d s

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

W e  h a v e  a u d i t e d  t h e  c a s h  b a s i s  f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  F i s h e r i e s  
D e v e l o p m e n t  F o u n d a t i o n  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0 ,  1 9 9 1  

a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  N o v e m b e r  1 5 ,  1 9 9 1 .  W e  h a v e  

a l s o  a u d i t e d  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  c o m p l i a n c e  w i t h  

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

o u r  r e p o r t  t h e r e o n  d a t e d  N o v e m b e r  1 5 ,  1 9 9 1 .

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

s t a n d a r d s ;  G o v e r n m e n t  A u d i t i n g  S t a n d a r d s ,  i s s u e d  b y  t h e  C o m p t r o l l e r  

G e n e r a l  o f  t h e  U n i t e d  S t a t e s ;  a n d  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  ( O M B )  

C i r c u l a r  A - 1 3 3 ,  A u d i t s  o f  I n s t i t u t i o n s  o f  H i g h e r  E d u c a t i o n  a n d  O t h e r  

N o n p r o f i t  I n s t i t u t i o n s .  T h o s e  s t a n d a r d s  a n d  O M B  C i r c u l a r  A - 1 3 3  r e q u i r e  

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

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

a b o u t  w h e t h e r  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  c o m p l i e d  w i t h  l a w s  

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

f e d e r a l  a w a r d  p r o g r a m .

I n  p l a n n i n g  a n d  p e r f o r m i n g  o u r  a u d i t s  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0, 

1 9 9 1 ,  w e  c o n s i d e r e d  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  i n t e r n a l  

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

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

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

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

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

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

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

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

s e p a r a t e  r e p o r t  d a t e d  N o v e m b e r  15, 1 9 9 1 .

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

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

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

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

i n t e r n a l  c o n t r o l  s t r u c t u r e  p o l i c i e s  a n d  p r o c e d u r e s .
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P a g e  2

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

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

t r a n s a c t i o n s  a r e  e x e c u t e d  i n  a c c o r d a n c e  w i t h  m a n a g e m e n t ' s  a u t h o r i z a t i o n  

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

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

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

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

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

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

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

c h a n g e s  i n  c o n d i t i o n s  o r  t h a t  t h e  e f f e c t i v e n e s s  o f  t h e  d e s i g n  a n d  

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

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

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

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

G e n e r a l  R e q u i r e m e n t s  

o  P o l i t i c a l  a c t i v i t y  

o  D a v i s - B a c o n  A c t  

o  C i v i l  r i g h t s  

o  C a s h  m a n a g e m e n t  

o  F e d e r a l  f i n a n c i a l  r e p o r t s  

o  A l l o w a b l e  c o s t s / c o s t  p r i n c i p l e s  

o  D r u g - f r e e  w o r k p l a c e  

o  A d m i n i s t r a t i o n  r e q u i r e m e n t s

S p e c i f i c  R e q u i r e m e n t s  

o  T y p e s  o f  s e r v i c e s  

o  E l i g i b i l i t y

o  M a t c h i n g ,  l e v e l  o f  e f f o r t ,  o r  e a r m a r k i n g  

o  R e p o r t i n g  

o  C o s t  a l l o c a t i o n  

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

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

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

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

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

a n d  w e  a s s e s s e d  c o n t r o l  r i s k .

D u r i n g  t h e  y e a r  e n d e d  S e p t e m b e r  30, 1 9 9 1 ,  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n  e x p e n d e d  1 0 0 %  o f  i t s  t o t a l  f e d e r a l  a w a r d s  u n d e r  m a j o r  

p r o g r a m s .
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T h e  B o a r d  o f  D i r e c t o r s

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  

P a g e  3

W e  p e r f o r m e d  t e s t s  o f  c o n t r o l s ,  a s  r e q u i r e d  b y  O M B  C i r c u l a r  A - 1 3 3 ,  t o  

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

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

r e q u i r e m e n t s ,  g e n e r a l  r e q u i r e m e n t s ,  a n d  r e q u i r e m e n t s  g o v e r n i n g  c l a i m s  

f o r  a d v a n c e s  a n d  r e i m b u r s e m e n t s  a n d  a m o u n t s  c l a i m e d  o r  u s e d  f o r  m a t c h i n g  
t h a t  a r e  a p p l i c a b l e  t o  e a c h  o f  t h e  o r g a n i z a t i o n ' s  m a j o r  p r o g r a m s ,  w h i c h  

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

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

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

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

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

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

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

I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  A c c o u n t a n t s .  A  m a t e r i a l  w e a k n e s s  i s  a 

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

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

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

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

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

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

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

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

m a n a g e m e n t ,  a n d  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

a  m a t t e r  o f  p u b l i c  r e c o r d .

/ c\[ P/T) ( y  P & c C t
November 15, 1991
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R e p o r t  o n  C o m p l i a n c e  w i t h  S p e c i f i c  R e q u i r e m e n t s

A p p l i c a b l e  t o  M a n o r  P r o g r a m s

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

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

D e v e l o p m e n t  F o u n d a t i o n  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30, 1 9 9 1  

a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  N o v e m b e r  1 5, 1 9 9 1 .

W e  h a v e  a l s o  a u d i t e d  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  
c o m p l i a n c e  w i t h  t h e  r e q u i r e m e n t s  g o v e r n i n g  t y p e s  o f  s e r v i c e s ;  

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

a l l o c a t i o n ;  a n d  s p e c i a l  c o n d i t i o n s  t h a t  a r e  a p p l i c a b l e  t o  i t s  m a j o r  

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

f i n a n c i a l  a s s i s t a n c e ,  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30, 1 9 9 1 .  T h e
m a n a g e m e n t  o f  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  i s  r e s p o n s i b l e  f o r  

i t s  c o m p l i a n c e  w i t h  t h o s e  r e q u i r e m e n t s .  O u r  r e s p o n s i b i l i t y  i s  t o  

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

a u d i t .

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

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

A u d i t i n g  S t a n d a r d s ,  i s s u e d  b y  t h e  C o m p t r o l l e r  G e n e r a l  o f  t h e  U n i t e d  

S t a t e s ;  a n d  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  ( O M B )  C i r c u l a r  A - 1 3 3 ,  

" A u d i t s  o f  I n s t i t u t i o n s  o f  H i g h e r  E d u c a t i o n  a n d  O t h e r  N o n p r o f i t  

I n s t i t u t i o n s " .  T h o s e  s t a n d a r d s  a n d  O M B  C i r c u l a r  A - 1 3 3  r e q u i r e  t h a t  w e  

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

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

A n  a u d i t  i n c l u d e s  e x a m i n i n g ,  o n  a t e s t  b a s i s ,  e v i d e n c e  a b o u t  A l a s k a  

F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  c o m p l i a n c e  w i t h  t h o s e  r e q u i r e m e n t s .  

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

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

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

s e r v i c e s ;  e l i g i b i l i t y ;  m a t c h i n g ,  l e v e l  o f  e f f o r t ,  o r  e a r m a r k i n g ;  

r e p o r t i n g ;  c o s t  a l l o c a t i o n ;  a n d  s p e c i a l  c o n d i t i o n s  t h a t  a r e  a p p l i c a b l e  

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

o f  f e d e r a l  f i n a n c i a l  a s s i s t a n c e ,  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30, 1 9 9 1 .

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

m a n a g e m e n t ,  a n d  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

a m a t t e r  o f  p u b l i c  r e c o r d .

November 15, 1991 K  P/^ hr
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R e p o r t ,  o n  C o m p l i a n c e  W i t h  G e n e r a l  R e q u i r e m e n t s

T h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c . :

W e  h a v e  a p p l i e d  p r o c e d u r e s  t o  t e s t  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ' s  c o m p l i a n c e  w i t h  t h e  f o l l o w i n g  r e q u i r e m e n t s  a p p l i c a b l e  t o  

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

f e d e r a l  f i n a n c i a l  a s s i s t a n c e ,  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  3 0 ,  1 9 9 1 .

o  P o l i t i c a l  a c t i v i t y  

o  D a v i s - B a c o n  A c t  

o  C i v i l  r i g h t s  

o  C a s h  m a n a g e m e n t  

o  F e d e r a l  f i n a n c i a l  r e p o r t s  
o  A l l o w a b l e  c o s t s / c o s t  p r i n c i p l e s  

o  D r u g - f r e e  w o r k p l a c e  

o  A d m i n i s t r a t i o n  r e q u i r e m e n t s

O u r  p r o c e d u r e s  w e r e  l i m i t e d  t o  t h e  a p p l i c a b l e  p r o c e d u r e s  d e s c r i b e d  i n  
t h e  O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t ' s  C o m p l i a n c e  S u p p l e m e n t  f o r  S i n g l e  
A u d i t s  o f  S t a t e  a n d  L o c a l  G o v e r n m e n t s . O u r  p r o c e d u r e s  w e r e  

s u b s t a n t i a l l y  l e s s  i n  s c o p e  t h a n  a n  a u d i t ,  t h e  o b j e c t i v e  o f  w h i c h  i s  t h e  

e x p r e s s i o n  o f  a n  o p i n i o n  o n  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ' s  

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

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

W i t h  r e s p e c t  t o  t h e  i t e m s  t e s t e d ,  t h e  r e s u l t s  o f  t h o s e  p r o c e d u r e s  

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

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

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

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

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

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

m a n a g e m e n t ,  a n d  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

a  m a t t e r  o f  p u b l i c  r e c o r d .

-

P  P e a t  M a r w i c k  16

N o v e m b e r  1 5 ,  1 9 9 1
K  P M  b -  P

l

L



r

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

S C H E D U L E  O F  F I N D I N G S  A N D  Q U E S T I O N E D  C O S T S

F O R  T H E  Y E A R  E N D E D  S E P T E M B E R  3 0 .  1 9 9 3

1 7

L

D e s c r i p t i o n
— f i n a n c i a l— s ta tem en ts— o f— AlnsJca F i s h e r i e s  Development

Foundation  a r e n o t  p re s en te d  . in  acco rdance with G e n e ra l ly  A ccep ted -Accoun ting  P r i n c i p l e s .
OMB C i r c u l a r  A -133 r e q u i r e s  t h a t  th e  a u d i t o r  de te rm ine  whether 
the  f i n a n c i a l  s ta tem en ts  o f  the  e n t i t y  be in q  a u d i te d  a re  
p re s en te d  in  acco rdance  w ith  g e n e r a l l y  accep ted  accoun t ing  
p r i n c i p l e s .  A la sk a  F i s h e r i e s  Development F o u n d a t io n 's  
f i n a n c i a l  s ta tem en ts  a r e  p re s e n te d  on the  cash b a s i s  o f  acc oun t in g .
Management's R espon se .
The Board o f  D i r e c t o r s  o f  the  A la sk a  F i s h e r i e s  Development 
Founda t ion  has de te rm ined  t h a t  the  f i n a n c i a l  s ta tem en ts  w i l l  
be p re p a red  on a cash b a s i s .  Management p re p a re s  them 
a c c o rd in g ly .

C o s t s
Q u e s t io n e d

i

i
[

i

L
L

Supp o r t in g  docum enta t ion  m a in ta in ed  hy A la ska  F i s h e r i e s
Deygjopment Foundation  f o r  c o s t  sh a re  donated from  t h i r d
p a r t i e s  .does no t meet req u i rem en ts ,  o f  QM B_C irc u la r  ..A-11Q. 
A ttachment E.
OMB C i r c u l a r  A -110 r e q u i r e s  s u p p o r t in g  r e c o rd s  f o r  donated 
goods and s e r v i c e s  t o  be s im i l a r  in  d e t a i l  t o  th o se  m a in ta in ed  
by the Founda t ion  f o r  i t s  own e x p e n d i tu re s .  P r e s e n t l y  A la s k a  
F i s h e r i e s  Development Founda t ion  m a in ta in s  t h i r d  p a r t y  
c e r t i f i c a t i o n s  o f  goods and s e r v i c e s  don a ted . O r i g i n a l  
i n v o i c e s ,  p a y r o l l  r e c o r d s ,  e t c .  a r e  m a in ta in ed  by the  t h i r d  
p a r t i e s  s u b je c t  t o  in s p e c t i o n  by the  Founda t ion  o r  o th e r  
government a g e n c ie s .
Manageracnfl-S- Re^pons.e ■
Systems f o r  documenting t h i r d  p a r t y  donated  goods and s e r v i c e s  
have been upgraded o v e r  the p a s t  f o u r  y e a r s .  We now 
c o n t r a c t u a l l y  r e q u i r e  th e  donors  t o  s u b s t a n t i a t e  and r e p o r t  
t h e i r  i n - k in d  c o n t r i b u t i o n s  a lo n g  w ith  t h e i r  r e g u la r  in v o ic e s  
t o  A la sk a  F i s h e r i e s  Development Founda t ion  f o r  goods and 
s e r v ic e s  p ro v id e d  under t h e i r  c o n t r a c t s .  However, th e  
r e q u i r e d  l e v e l  o f  docum enta tion  f o r  th e se  d on a t io n s  i s  
m a in ta in ed  by the p r o v i d e r .  R a th e r  than d u p l i c a t e  a l l  o f  
th e se  r e c o rd s ,  the Founda t ion , th rough  i t s  c o n t r a c t s  w ith  
the se  p r o v id e r s ,  m a in ta in s  the a u t h o r i t y  and a b i l i t y  t o  access  
t h i s  in fo rm a t io n  sh ou ld  f u r t h e r  documenta t ion  be needed.

L
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D e s c r i p t i o n

Cost s h a r in g  e x p e n d i tu re s  on c o o p e ra t i v e  agreement.-NA9.QAA-H-
SK241 were n o t  p a id  a t  the same gen e ra l rf>te—as f e d e r a l
fiy.p.endi.t.ur.e.s,.

The s ta n d a rd  te rm s and c o n d i t i o n s  o f  the  F o u n d a t io n 's  
c o o p e r a t iv e  agreements r e q u i r e  t h a t  the  c o s t  s h a r in g  
c o n t r i b u t i o n s  be p a id  a t  th e  same g e n e ra l  r a t e  a s  the  f e d e r a l  
sh a re  o f  the  c o s t s .  As o f  September 30 , 1991 , A la s k a
F i s h e r i e s  Development F ounda t ion  was a p p ro x im a te ly  $ 4 0 ,0 0 0  
d e f i c i e n t  in  i t s  c o s t  s h a re  f o r  t h i s  agreement. No c o s t s  a re  
qu e s t io n ed ,  however, as th e  Founda t ion  has the  rem a inde r o f  
th e  g ra n t  p e r i o d  t o  cu re  th e  d e f i c i e n c y  in  the l o c a l  s h a re  on 
the  agreement.
Management's R e s p o n s e .

In - k in d  c o n t r i b u t i o n s  a re  p ro v id e d  by t h i r d  p a r t y  c o n t r a c t o r s  
i n  the  c ou rse  o f  A la s k a  F i s h e r i e s  Development F o u n d a t io n 's  
p rog ram s . I n - k i n d  c o n t r i b u t i o n s  a re  g e n e r a l l y  p r o v id e d  
r a t a b l y .  However, the  t h i r d  p a r t y  p r o v id e r s  r e p o r t  t h e i r  
c o n t r i b u t i o n s  p e r i o d i c a l l y  as r e q u i r e d  by t h e i r  c o n t r a c t s .  
Under t h i s  system , i n - k i n d  c o n t r i b u t i o n  docum enta tion  o f t e n  
la g s  beh ind  th e  a c t u a l  d o n a t io n  o f  the  goods and s e r v i c e s .  
Even though i n - k i n d  c o n t r i b u t i o n s  a r e  p ro v id ed  r a t a b l y ,  the  
a c t u a l  r e p o r t i n g  i s  u s u a l l y  d e la y ed  one q u a r t e r .

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

S C H E D U L E  Q F  F I N D I N G S  A N D  Q U £ S T 1 Q N E D . _ C Q S T S

F O R  T H E  Y E A R  E N D E D  S E P T E M B E B ^ 3 ( L — 1 3 3 1

C o s t s
Q.uestione.d

T o t a l  q u e s t io n ed  c o s t s
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P r i c e  W a t e r h o u s e

REPO R T  OF IN D EPEN D EN T  ACCOUNTANTS

N o v e m b e r  2 2 ,  1 9 8 9

T o  t h e  B o a r d  o f  D i r e c t o r s  o f

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .

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

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

D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  ( t h e  F o u n d a t i o n )  a s  o f  S e p t e m b e r  

30, 1 9 8 9  a n d  t h e  r e l a t e d  s t a t e m e n t s  o f  c a s h  r e c e i p t s  a n d  d i s ­

b u r s e m e n t s  a n d  c a s h  b a l a n c e s ,  r e s t r i c t e d  a n d  u n r e s t r i c t e d  

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

a r e  t h e  r e s p o n s i b i l i t y  o f  t h e  F o u n d a t i o n ' s  m a n a g e m e n t .  O u r  

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

s t a t e m e n t s  b a s e d  o n  o u r  a u d i t .

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

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

G o v e r n m e n t a l  A u d i t i n g  S t a n d a r d s , i s s u e d  b y  t h e  C o m p t r o l l e r  

G e n e r a l  o f  t h e  U n i t e d  S t a t e s ,  a n d  t h e  p r o v i s i o n s  o f  t h e  

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  C i r c u l a r  A - 1 1 0 .  T h o s e  

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

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

s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .  A n  a u d i t  

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

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

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

a n d  s i g n i f i c a n t  e s t i m a t e s  m a d e  b y  m a n a g e m e n t ,  a s  w e l l  a s  

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

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

o p i n i o n .

A s  d i s c u s s e d  i n  N o t e  1, t h e  F o u n d a t i o n  a d o p t e d  a  p o l i c y  o f  

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

r e c e i p t s  a n d  c a s h  d i s b u r s e m e n t s ;  c o n s e q u e n t l y ,  c e r t a i n  

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

r a t h e r  t h a n  w h e n  e a r n e d  a n d  c e r t a i n  e x p e n s e s  a r e  r e c o g n i z e d  

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

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

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

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



N o v e m b e r  2 2, 1 9 8 9

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  

P a g e  2.

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

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

b a l a n c e s '  a r i s i n g  f r o m  c a s h  t r a n s a c t i o n s  o f  A l a s k a  F i s h e r i e s  

D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  a s  o f  S e p t e m b e r  30, 1 9 8 9  a n d  t h e  

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

e n d e d ,  o n  t h e  b a s i s  o f  a c c o u n t i n g  d e s c r i b e d  i n  N o t e  1.

A s  d i s c u s s e d  i n  N o t e  6, t h e  D e p a r t m e n t  o f  C o m m e r c e ,  O f f i c e  o f  

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

i m p l e m e n t e d ,  c o u l d  r e q u i r e  t h a t  t h e  F o u n d a t i o n  r e t u r n  c e r t a i n  

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

b e  r e q u i r e d  t o  b e  r e t u r n e d  i s  n o t  p r e s e n t l y  d e t e r m i n a b l e  a n d ,  

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

c o n t i n g e n c y  i n  t h e  a c c o m p a n y i n g  f i n a n c i a l  s t a t e m e n t s .
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S T A T E M E N T  O F  A S S E T S  A N D  F U N D  B A L A N C E S  

A R I S I N G  F R O M  C A S H  T R A N S A C T I O N S  

S E P T E M B E R  30, 1 9 8 9

A s s e t s :

C a s h

I n v e s t m e n t s

L i a b i l i t i e s :

C o n t i n g e n t  l i a b i l i t i e s

F u n d  b a l a n c e  $ 6 6 , 0 4 2

R e s t r i c t e d  

F u n d ____

$ 6 6 , 0 4 2

U n r e s t r i c t e d  

 F u n d

$ 3 6 , 7 4 9  

1 5 4  . 9 9 3

$ 1 9 1 . 7 4 2

See accompa’-- j.ng notes to financial statements
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A L A S K A  F I S H E R I E S  D E V E L O P M E N T  F O U N D A T I O N .  INC .  

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

R E S T R I C T E D  F U N D

R e c e i p t s :

F e d e r a l  g r a n t s  

P u b l i c a t i o n  i n c o m e  
P r o g r a m  i n c o m e

Y e a r  E n d e d  

S e p t e m b e r  3 0 . 1 9 8 9

T o t a l  R e c e i p t s  

D i s b u r s e m e n t s :

P r o g r a m  -

P o l l o c k  i n d u s t r y  d e v e l o p m e n t  

S u r i m i  a n d  b e y o n d  

P a c i f i c  p o l l o c k  p r o t e i n  p r o j e c t  

F u l l  u t i l i z a t i o n  

F l a t f i s h  I

M u l t i  s p e c i e s  w a s t e  u t i l i z a t i o n  

F l a t f i s h  I I  

W a s t e  u t i l i z a t i o n  I I  

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

T o t a l  p r o g r a m  d i s b u r s e m e n t s

A d m i n i s t r a t i o n  - 
S a l a r i e s

E m p l o y e e  b e n e f i t s

M i s c e l l a n e o u s  a n d  c o n t r a c t  l a b o r

B u s i n e s s  i n s u r a n c e  a n d  t a x e s

O f f i c e  e x p e n s e  a n d  m a i n t e n a n c e
S u p p l i e s

R e n t

P h o n e

P o s t a g e  a n d  c o u r i e r  

C o n s u l t i n g  f e e s  

S t a f f  t r a v e l  a n d  e x p e n s e s  

B o a r d  t r a v e l  

P u b l i c  i n f o r m a t i o n  

F u r n i t u r e  a n d  f i x t u r e s  

A c c o u n t i n g  

I n t e r e s t  a n d  o t h e r

T o t a l  a d m i n i s t r a t i o n  d i s b u r s e m e n t s  

T o t a l  d i s b u r s e m e n t s

E x c e s s  o f  r e c e i p t s  o v e r  d i s b u r s e m e n t s  

C a s h ,  b e g i n n i n g  o f  y e a r

C a s h ,  e n d  o f  y e a r

$ 9 3 3 , 5 9 9  

7 , 9 2 3  
6 . 4 8 1

9 4 8  . 0 0 3

2 1 , 1 2 1  

8 , 4 4 9  

7 0 , 8 0 3  

3 5 , 6 1 9  

1 1 6 , 6 3 9  

1 0 1 , 9 0 8  

2 , 3 8 8  

7 8 , 0 0 0  

9 1 . 1 2 5

5 2 6  , 0 5 2

1 9 2 , 5 9 9  

*“,13241,
9 6

8 4 0

1 2 , 7 6 0

5 , 1 6 4

1 9 , 3 9 2

5 , 7 3 9

4 , 6 4 4

6 , 7 6 7

15 ,  6 0 1

2 0 , 1 2 5

4 0 , 9 6 9

2 , 9 2 8

6 , 0 9 0  

_____ 6

3 7 9  . 8 5 2  

9 0 5  . 9 0 4

4 2 , 0 9 9  

2 3 . 9 4 3

$ 6 6 . 0 4 2

See accompanying notes to financial statements
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S T A T E M E N T  O F  C A S H  R E C E I P T S  A N D  

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

U N R E S T R I C T E D  F U N D

Y e a r  E n d e d  
S e p t e m b e r  3 0. 1 9 8 9

R e c e i p t s :
M e m b e r s h i p  d u e s ,  c o n t r i b u t i o n s

a n d  o t h e r  $ 2 4 , 1 4 2

I n t e r e s t  1 6 . 5 2 6

T o t a l  r e c e i p t s  4 0 . 6 6 8

D i s b u r s e m e n t s :

O f f i c e  e x p e n s e s  5 , 3 7 1

B a n k  c h a r g e s  1 2 5

T r a v e l  a n d  e n t e r t a i n m e n t  1 , 1 9 9

P r o f e s s i o n a l  s e r v i c e s  1 4 , 2 1 0

M i s c e l l a n e o u s ___________________________________________________ _______ 5 7 5

T o t a l  d i s b u r s e m e n t s  2 1 , 4 8 0

E x c e s s  o f  r e c e i p t s  o v e r  d i s b u r s e m e n t s  1 9 , 1 8 8

C a s h  a n d  i n v e s t m e n t s ,  b e g i n n i n g  o f  y e a r  1 7 2 . 5 5 4

C a s h  a n d  i n v e s t m e n t s ,  e n d  o f  y e a r  $ 1 9 1 . 7 4 2

ALASKA FISHERIES DEVELOPMENT FOUNDATION, INC.

See accompanying notes to financial statements
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N O T E S  T O  F I N A N C I A L  S T A T E M E N T S  

S E P T E M B E R  30. 1 9 8 9

N O T E  1 - D E S C R I P T I O N  O F  O P E R A T I O N S  A N D  S U M M A R Y  O F  A C C O U N T I N G

P O L I C I E S :

O p e r a t i o n s  -

T h e  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .  ( A F D F )  i s  a n  

A l a s k a  n o n - p r o f i t  c o r p o r a t i o n  e x e m p t  f r o m  i n c o m e  t a x  u n d e r  S e c t i o n  

5 0 1 ( c ) ( 3 )  o f  t h e  I n t e r n a l  R e v e n u e  C o d e .  A F D F  ( i n c o r p o r a t e d  M a r c h  

6, 1 9 7 8  a s  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  C o r p o r a t i o n )  w a s  o r g a n i z e d  

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

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

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

f r o m  t h e s e  a c t i v i t i e s  c o m e s  f r o m  t h e  N a t i o n a l  M a r i n e  F i s h e r i e s  

S e r v i c e  ( N M F S ) . F u n d i n g  i s  a l s o  p r o v i d e d  b y  m e m b e r s h i p  d u e s  a n d  

c o n t r i b u t i o n s .

B a s i s  o f  A c c o u n t i n g  -

A F D F  m a i n t a i n s  i t s  a c c o u n t i n g  r e c o r d s  a n d  h a s  p r e p a r e d  i t s  

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

m e n t s ;  c o n s e q u e n t l y ,  c e r t a i n  r e v e n u e s  a r e  r e c o g n i z e d  w h e n  r e c e i v e d  

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

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

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

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

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

e x p e n s e s .  T h e s e  r e v e n u e s  a r e  r e i m b u r s e m e n t s  t o  t h e  F o u n d a t i o n  f o r  

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

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

r e f l e c t s  t h e  F o u n d a t i o n ' s  i n c o m e  a n d  e x p e n s e s .

F u n d  T y p e s  -

T w o  b a s i c  f u n d  t y p e s  a r e  m a i n t a i n e d  b y  A F D F .  T h e y  a r e  t h e  

R e s t r i c t e d  F u n d  a n d  t h e  U n r e s t r i c t e d  F u n d .  A  b r i e f  d e s c r i p t i o n  o f  

e a c h  f o l l o w s :

R e s t r i c t e d  F u n d  -

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

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

N a t i o n a l  M a r i n e  F i s h e r i e s  S e r v i c e  t o  p r o v i d e  f u n d i n g  f o r  t h e  

v a r i o u s  r e s e a r c h  a n d  d e v e l o p m e n t  a c t i v i t i e s  u n d e r t a k e n  b y  A F D F  

a n d  t o  c o v e r  a d m i n i s t r a t i v e  c o s t s .



U n r e s t r i c t e d  F u n d  -

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

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

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

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

d i s c r e t i o n  o f  t h e  B o a r d  o f  D i r e c t o r s .

N O T E  2 - I N V E S T M E N T S :

A F D F  m a i n t a i n s  a n  i n v e s t m e n t  a c c o u n t  w i t h  M e r r i l l  L y n c h ,  w h i c h  

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

u n r e s t r i c t e d  a c c o u n t .  I n t e r e s t  e a r n i n g s  o f  $ 1 6 , 5 2 6  h a v e  b e e n  

r e i n v e s t e d .  A t  S e p t e m b e r  30, 1 9 8 9  t h e  a c c o u n t  c o n s i s t e d  o f

$ 1 2 0 , 0 0 0  o f  b a n k  c e r t i f i c a t e s  o f  d e p o s i t  a n d  $ 3 4 , 9 9 3  i n v e s t e d  i n  

g o v e r n m e n t  b o n d s  t h r o u g h  t h e  M e t r o p o l i t a n  L i f e  S t a t e  S t r e e t  F u n d  

w h i c h  a r e  s t a t e d  a t  c o s t  w h i c h  a p p r o x i m a t e s  m a r k e t ,  a n d  $ 3 6 , 7 4 9  i n  

m o n e y  m a r k e t  f u n d s .

I
I
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N O T E  3 - R E V E N U E S ;

R e v e n u e s  r e c e i v e d  f r o m  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  

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

c o n t r a c t s  a s  f o l l o w s :

8 3 - A B H - 0 0 0 5 7  $ 2 3 , 3 0 0

8 4 - A B H - 0 0 0 6 2  1 1 , 8 3 3

8 5 - A B H - 0 0 0 4 4  8 1 , 9 1 9

8 6 - A B H - 0 0 0 4 4  2 3 , 1 7 7

8 7 - A B H - 0 0 0 2  0 1 2 8 , 8 3 3

8 8 - A B H - 0 0 0 0 7  3 3 0 , 2 1 3

8 9 - A B H - 0 0 0 0 8  3 3 4  ,324

$ 9 3 3  , 5 9 9

A F D F  m u s t  a l s o  m e e t  c e r t a i n  c o s t  s h a r i n g  p r o v i s i o n s  w h i c h  r e q u i r e  

t h a t  n o n - f e d e r a l  f u n d s  c o m p r i s e  a t  l e a s t  3 0 %  o f  t o t a l  f u n d s  

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

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

N O T E  4 ~ P E N S I O N S :

I n  a d d i t i o n  t o  r e q u i r e d  p a r t i c i p a t i o n  i n  t h e  S o c i a l  S e c u r i t y  

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

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

d u r i n g  t h e  y e a r  a m o u n t e d  t o  $ 1 3 , 9 7 7 .



NOTE 5 - RELATED PARTY TRANSACTIONS:

A s  p a r t  o f  i t s  n o r m a l  o p e r a t i o n s ,  A F D F  e n t e r s  i n t o  v a r i o u s  

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

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

m e m b e r s  o f  A F D F ' s  B o a r d  o f  D i r e c t o r s .  C o n t r a c t s  w i t h  t h e s e  

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

$ 2 4 , 9 4 4 .

N O T E  6 - C O N T I N G E N T  L I A B I L I T I E S :

I n  a c c o r d a n c e  w i t h  t h e  p r o v i s i o n s  o f  C o o p e r a t i v e  A g r e e m e n t  8 5 - A B H -  

0 0 0 4 4 ,  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  i s  s u b j e c t  t o  a u d i t  

b y  t h e  D e p a r t m e n t  o f  C o m m e r c e ,  O f f i c e  o f  t h e  I n s p e c t o r  G e n e r a l .  A n  

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

o f f i c e  o n  t h i s  a g r e e m e n t  f o r  t h e  p e r i o d  S e p t e m b e r  3 0, 1 9 8 5  t h r o u g h  

D e c e m b e r  3 1 ,  1 9 8 7 .  B a s e d  o n  t h e i r  f i n d i n g s ,  t h e y  h a v e  p r o p o s e d  

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

F o u n d a t i o n  b e i n g  l i a b l e  f o r  $ 9 2 9 , 3 3 2 .  M a n a g e m e n t  i s  o f  t h e  o p i n i o n  

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

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

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

f i n a n c i a l  p o s i t i o n  o f  t h e  F o u n d a t i o n .

N O T E  7 ~ U N R E S T R I C T E D  R E V E N U E S :

C e r t a i n  r e v e n u e s  i n  t h e  U n r e s t r i c t e d  F u n d  w e r e  r e c e i v e d  f r o m  t h e  

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

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

f o r  a  d e t e r m i n a t i o n  b y  t h e  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  

A d m i n i s t r a t i o n  ( N O A A )  a s  t o  w h e t h e r  t h e s e  r e v e n u e s  s h o u l d  b e  

c l a s s i f i e d  a s  r e s t r i c t e d  o r  u n r e s t r i c t e d .  C u r r e n t l y  $ 3 , 9 8 4  p l u s  

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

a  d e c i s i o n  b y  N O A A .
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101 West Benson Boulevard Telephone 907 563 44*14
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P r i c e  W a t e r h o u s e

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

N o v e m b e r  2 2 ,  1 9 8 9

T o  t h e  B o a r d  o f  D i r e c t o r s  o f

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .

W e  h a v e  a u d i t e d  t h e  c a s h  b a s i s  f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  

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

S e p t e m b e r  30, 1 9 8 9  a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  

N o v e m b e r  2 2 ,  1 9 8 9 .

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

a u d i t i n g  s t a n d a r d s ,  t h e  f i n a n c i a l  a u d i t  r e q u i r e m e n t s  o f  
G o v e r n m e n t a l  A u d i t i n g  S t a n d a r d s , i s s u e d  b y  t h e  C o m p t r o l l e r  

G e n e r a l  o f  t h e  U n i t e d  S t a t e s ,  a n d  t h e  p r o v i s i o n s  o f  t h e  

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  C i r c u l a r  A - 1 1 0 .  T h o s e  

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

o b t a i n  r e a s o n a b l e  a s s u r a n c e  a b o u t  w h e t h e r  t h e  c a s h  b a s i s  

f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .

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

a p p l i c a b l e  t o  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  i s  t h e  

r e s p o n s i b i l i t y  o f  t h e  F o u n d a t i o n ' s  m a n a g e m e n t .  A s  a  p a r t  o f  

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

f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t ,  w e  

p e r f o r m e d  t e s t s  o f  t h e  F o u n d a t i o n ' s  c o m p l i a n c e  w i t h  c e r t a i n  

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

H o w e v e r ,  o u r  o b j e c t i v e  w a s  n o t  t o  p r o v i d e  a n  o p i n i o n  o n  

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

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

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

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

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

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

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

m a t e r i a l  r e s p e c t s ,  w i t h  t h o s e  p r o v i s i o n s .

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

d i r e c t o r s ,  m a n a g e m e n t ,  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  

C o m m e r c e ,  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

t h e  ‘   ‘ Df p u b l i c  r e c o r d .
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Anchorage, AK 99503

Telepnone 907 553*444

P r i c e  W a t e r h o u s e

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

N o v e m b e r  2 2, 1 9 8 9

T o  t h e  B o a r d  o f  D i r e c t o r s  o f

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n ,  I n c .
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W e  h a v e  a u d i t e d  t h e  ' a s h  b a s i s  f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  

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

S e p t e m b e r  30, 1 9 8 9 ,  a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  

N o v e m b e r  22, 1 9 8 9 .

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

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

G o v e r n m e n t a l  A u d i t i n g  S t a n d a r d s , i s s u e d  b y  t h e  C o m p t r o l l e r  

G e n e r a l  o f  t h e  U n i t e d  S t a t e s ,  a n d  t h e  p r o v i s i o n s  o f  t h e  

O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  C i r c u l a r  A - 1 1 0 .  T h o s e  

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

o b t a i n  r e a s o n a b l e  a s s u r a n c e  a b o u t  w h e t h e r  t h e  c a s h  b a s i s  

f i n a n c i a l  s t a t e m e n t s  a r e  f r e e  o f  m a t e r i a l  m i s s t a t e m e n t .

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

f i n a n c i a l  s t a t e m e n t s  o f  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n  a s  o f  a n d  f o r  t h e  y e a r  e n d e d  S e p t e m b e r  30, 1 9 8 9 ,  

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

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

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

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

T h e  m a n a g e m e n t  o f  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  i s  

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

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

e s t i m a t e s  a n d  j u d g m e n t s  b y  m a n a g e m e n t  a r e  r e q u i r e d  t o  a s s e s s  

t h e  e x p e c t e d  b e n e f i t s  a n d  r e l a t e d  c o s t s  o f  i n t e r n a l  c o n t r o l  

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

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

r e a s o n a b l e ,  b u t  n o t  a b s o l u t e ,  a s s u r a n c e  t h a t  a s s e t s  a r e  

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

d i s p o s i t i o n ,  a n d  t h a t  t r a n s a c t i o n s  a r e  e x e c u t e d  i n  a c c o r d a n c e  

w i t h  m a n a g e m e n t ' s  a u t h o r i z a t i o n  a n d  r e c o r d e d  p r o p e r l y  t o  

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

w i t h  t h e  c a s h  b a s i s  o f  a c c o u n t i n g .  B e c a u s e  o f  i n h e r e n t  

l i m i t a t i o n s  i n  a n y  i n t e r n a l  c o n t r o l  s t r u c t u r e ,  e r r o r s  o r  

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

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

i n a d e q u a t e  b e c a u s e  o f  c h a n g e s  i n  c o n d i t i o n s  o r  t h a t  t h e  

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

p r o c e d u r e s  m a y  d e t e r i o r a t e .

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

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

f o l l o w i n g  c a t e g o r i e s :

o  C a s h  r e c e i p t s  

o  C a s h  d i s b u r s e m e n t s

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

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

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

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

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

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

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

e s t a b l i s h e d  b y  t h e  A m e r i c a n  I n s t i t u t e  o f  C e r t i f i e d  P u b l i c  

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

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

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

t o  a  r e l a t i v e l y  l o w  l e v e l  t h e  r i s k  t h a t  e r r o r s  o r  

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

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

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

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

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

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

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

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

t h e  m a n a g e m e n t  o f  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  i n  

a s e p a r a t e  c o m m u n i c a t i o n  d a t e d  N o v e m b e r  2 2 ,  1 9 8 9 .

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

d i r e c t o r s ,  m a n a g e m e n t ,  a n d  t h e  U n i t e d  S t a t e s  D e p a r t m e n t  o f  

C o m m e r c e ,  N a t i o n a l  O c e a n i c  a n d  A t m o s p h e r i c  A d m i n i s t r a t i o n .  

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

t h e  i s  r e p o r t ,  w h i c h  i s  a m a t t e r  o f  p u b l i c  r e c o r d .
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P r i c e  W a t e r h o u s e

N o v e m b e r  22, 1 9 8 9

T o  t h e  B o a r d  o f  D i r e c t o r s  

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

F o u n d a t i o n ,  I n c .

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

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

S e p t e m b e r  30, 1 9 8 9 ,  a n d  h a v e  i s s u e d  o u r  r e p o r t  t h e r e o n  d a t e d  

N o v e m b e r  22, 1 9 8 9 .  I n  p l a n n i n g  a n d  p e r f o r m i n g  o u r  a u d i t  o f  

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

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

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

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

c o n t r o l  s t r u c t u r e .

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

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

l e s s  o c c u r  and. n o t  b e  d e t e c t e d .  A l s o ,  p r o j e c t i o n  o f  a n y  

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

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

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

t h e  p r o c e d u r e s  m a y  d e t e r i o r a t e .

O u r  c o n s i d e r a t i o n  o f  t h e  F o u n d a t i o n ' s  i n t e r n a l  c o n t r o l  

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

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

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

e v a l u a t i o n  d i s c l o s e d  n o  c o n d i t i o n  t h a t  w e  b e l i e v e d  t o  b e  a 

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

r e c o m m e n d a t i o n s ,  w e  d i d ,  h o w e v e r ,  n o t e  c e r t a i n  a r e a s  w h e r e  

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

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

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

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

A l a s k a  F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n  a n d  s h o u l d  n o t  b e  

u s e d  f o r  a n y  o t h e r  p u r p o s e .
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R E C O M M E N D A T I O N  1 :

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

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

i n  e x c e s s  o f  $ 1 0 0 , 0 0 0 .

T h e  F o u n d a t i o n  h a s  b e e n  n e g o t i a t i n g  w i t h  i t s  b a n k  t o  o b t a i n  a n  

a g r e e m e n t  t o  c o l l a t e r a l i z e  d e p o s i t s  o v e r  $ 1 0 0 , 0 0 0 .  S h o u l d  t h e  

F o u n d a t i o n  n e e d  t o  d r a w  d o w n  a n  a m o u n t  o n  i t s  U . S .  T r e a s u r y  l i n e  

o f  c r e d i t  w h i c h  w o u l d  c a u s e  t h e  F o u n d a t i o n ' s  b a n k  b a l a n c e  t o  e x c e e d  

t h e  $ 1 0 0 , 0 0 0  f e d e r a l  d e p o s i t  i n s u r a n c e  l e v e l  t h e  F o u n d a t i o n  w o u l d  

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

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

a g r e e m e n t  w i t h  t h e  b a n k ,  s o  t h e  F o u n d a t i o n  c a n  h a v e  t h e  m a x i m u m  

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

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

l e v e l s  b e  c o l l a t e r a l l y  s e c u r e d .

R E C O M M E N D A T I O N  2 :

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

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

D u e  t o  t h e  s m a l l  s i z e  o f  t h e  F o u n d a t i o n  a n d  t h e  l i m i t e d  n u m b e r  

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

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

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

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

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

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

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

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

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

u n d e r  t h e  c i r c u m s t a n c e s .



------ --

R E C O M M E N D A T I O N  3 :

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

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

w i t h  t h e  i n t e n t  o f  m a n a g e m e n t .

D u r i n g  o u r  e x a m i n a t i o n  w e  n o t e d  t h a t  o t h e r  i n v e s t m e n t  

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

r e t u r n s  o n  i t s  i n v e s t e d  f u n d s .  A l t h o u g h  n o  u n s o u n d  i n v e s t m e n t  

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

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

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

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

t o  e n s u r e  t h a t  i n v e s t m e n t  d e c i s i o n s  a r e  m a d e  i n  a c c o r d a n c e  w i t h  t h e  
i n t e n t  o f  t h e  b o a r d  o f  d i r e c t o r s .
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Alaska Fisheries Development Foundation, Inc. 508 West Second Avenue Suite 212, Anchorage, Alaska 99501
(907) 276-7315 Fax: (907) 271-3450

Number Publications 

of copies

Cost (US$)

( ] Tlic Lodestar - AFDF’s Quarterly Newsletter 

(Calendar year publication)

(Foreign)

(US)

$40.00

$30.00

General

AFDF Industry Survey, 1989 

Alaska Fisheries Economic Assessment Model, 1989 

Alaska Pollock: Is it a Red Herring? Conference Proceedings, 1981 

Alternate Pink Salmon Product Forms, 1988 

Atka Mackerel: The Invisible Fishery, 1987 

Bering Sea Fishermen’s Association Marketing Education Project, 1983 

Conference on Fisheries Development in Rural Western Alaska: Proceedings, 1983 

Demonstration of Parasite Detection Technologies on Alaska Groundfish, 1990 

Development of an Alaska Pink/Chum Salmon Product, 1989

Development of Improved Techniques for Bone/Parasite Removal in White Fish Fillet Production, 1991 

Five-Year Commercial Fisheries Development Plan for Alaska White Fish &  Underutilized Species, 1981 

Groundfish Quality Project Final Report, 1991 (Includes Quality Poster and 1990 Progress Report)

[ ] 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 Longtine 

Bailing Machine; and Fishing Objectives and LongliningTcchniques 

Marketing Service Project for Smaller Fisheries in Remote Areas, 1981 

Modifying Crab Pots to Harvest Cod, 1991

Monitoring and Controlling Performance of Commercial Freezers and Cold Stores, 1990 

Mosquito Fleet Goes to Fish Camp: Small Vessel Salt Fish Operation at Remote Alaska Site, 1983 

Pacific Pollock: Resources, Fisheries, Products and Markets, 1983 

Proceedings from Salt Fish Workshop, 1981 

Promise of Profits: The Trident Seafoods Experience, 1986 

Salt Cod Production Field Manual, 1983

Surimi

Surimi: It’s American Now! A  compendium of the AFDF Surimi Industry Development 

Project to bring surimi technology to America, 1982-87 

Application of Surimi Quality Measurements to Least-Cost Linear Programming of Surimi 

Production Formulations, 1989 

Assessment of Industrial Markets for Pollock Surimi (Phase I: Functional Properties) 1985 

Availability of Pollock in Relation to Possible Surimi Production Centers, 1984 

Customized Surimi: Market Evaluation, Production &  Sample Distribution, 1990 

Development and Market Evaluation of a Surimi Product (Seattle Sausage), 1990 

Development of Methods for Quality and Functionality Assessment of Surimi and Minced 

Fish in Gel Type Food Products, 1985 

Evaluation of Factors Affecting the Consistency, Functionality, Quality &

Utilization of Surimi, 1990 

The Domestic Market Outlook fcrSurirai-Based or Fish Mince Products, 1983 

Fish Protein in Processed Meats: Tbe Surimi Potential (National Provisioner reprint, 1985)

Functional Properties of Alaska Pollock Surimi for Applica lions in the Food Industry, 1985 

Hrurd Analysis & Critical Control Point System: An Outline for the Surimi Irduslry, 1988 

Hazard Analysis & Critical Control Point System: Guidelines for the Surimi Ir duslry, 1990 

List of U5. Seafood Analog Companies 

List of U5. Surimi Processing Companies

McRae-Manning Test to Determine Gd Strength and Functionality of Surimi, 1989 

McRae-Manning Test Training Manual, 1989

Comparison of the Punch, Torsion, Constant Rale Deformation and Dynamic Force Deformation 

Tests to Determine Rhcological Properties of Surimi Gels, 1990 

Microbiological Profiling of Surimi Production: Phase 1,1988 

Microbiological Study of Surimi Production: Phase II, 1989

Opening the Door to Surimi Quality: The Quality and Preservation of Shore-Produced Surimi. 1988

$5.00

5.00

5.00

5.00

5.00

5.00

2.00

5.00

3.00

5.00

2.00 

15.00

17.00

2.00

7.00

5.00

2.00

5.00

5.00

5.00

5.00

$50.00

3.00

2.00 

2.00

5.00

2.00

2.00

10.00

2.00

2.00

2.00

3.00

10.00 

2.00 

200 

2.00 

200

2.00

200

2.00

500



1 Partial Quality Control: Surirai/Mcat Products, 1988 3.00

1 Pastries to Peanuts: The Japanese Kamaboko Industry, 1983 2.00

) Pilot Surimi and Analog Lute: Information Manual, 1988 2.00

J Product Development: Surimi and Meat, 1988 3.00

1 Prototype Product Development Using Alaska Surimi, Salmon and Pollock Mince, 1989 2.00

1 Refrigerated Seawater and Surimi Production rrora Alaska Pollock, 1985 2.00

) Situation and Outlook for Surimi and Surirai-Bascd Foods, 1989 2.00

1 Surimi: Alternate Protein Source for Processed Meat Products (Food Processing reprint, 1990) 2.00

1 Surimi and Meal (Food Engineering reprint, 1988) 2.00

] Surimi as an Ingredient in a New Salmon Jerky Product, 1985 2.00

1 Surimi Production Contract Briefing, 1984 2.00

) Surimi Specifications Summary, 1985 2.00

1 Surimi-Bascd Foods and Seafood Analogs, Conference Proceedings, 1984 2.00

1 The Use of a Beehive Deboncr in Smimi Processing, 1988 2.00

1 The Use of Decanter Centrifuges in Surimi Processing, 1988 2.00

1 The Use of Surimi in Restructured Meal Products: Interim and Final Project Reports, 1989 2.00

By-Products

] Alaskan Salmon and White Fish Oil Marketing, 1989 (Includes FDA Meeting Summary and Quality

Analyses and Fatty Acid Profiles of Four Samples of Alaska Salmon Oil) $10.00

1 Characterization of Alaska Seafood Waste, 1988 5 00

) Fish Feed Trials Using an Experimental Hydrolysate Diet, 1991 5,00

] Hydrolyzer Demonstration Project Final Report, 1988-1990 10.00

) Making Profits Out of Seafood Waste, Conference Proceedings, 1990 10.00

) Mulli-Spccica By-Product Ulilbxlion Final Report (KR1), 1989 5.00

1 No Guts, No Glory: News about Alaska fish meal and oil, April 1989 2.00

] No Guts, No Glory: News ahout hydrolyzed fish protein from Alaska, September 1991 2.00

1 Nutrilionaland Feeding Value of a Salmon Head Protein Hydrolysaie in Pig Diets, 1991 5.00

] U.S. Market Prospects for Alaska Pollock Liver Oil, 1988 5.00

J Recovery and Evaluation of Marketable Products from Cod Trimmings, 1983 5.00

J Rendering Profits: Fish Oil Seminar Proceedings, 1987 5.00

Flatfish

] ADF&G Groundfish Observers for AFDF Flatfish Project: Final Report, 1989 $5.00

] Arrowtooth Flounder Microwave Project: Final Report, 1990 5.00

) Anowtoolh Flounder Protease Inhibitor Injection Project, 1990 5.00

) Commercial Utilization of Arrowtooth Flounder, 1991 700

j Flatfish Handling, Processing and Marketing Project, 1990 > 3.00

) Flatfish Processing Line Yield Improvements: Final Report 1991, Plus borne video documenting process 10.00

] Flatfish Quality Evaluation Project, 1978-89 5.00

| Flounder Stocks in Central Gulf of Alaska: Notes on Distribution, Biomass, Species, Spawning

Periods and Marketability, 1988 10.00

] Improving Methods for Handling Flatfish on Vessel and in Plant to Maximize Quality, 1990 10.00

| The Joint Venture Fishery for Yellow Sole in the Bering Sea, 1980 5.00

j Sole Source: Flatfish Project Newsletter, April 1988-March 1990 10.00

Video Tapes

) "The Sole Source"- The Alaska Flatfish Fishery $20.00

] "Surimi: An American Opportunity"-Markets and Uses for Surimi Seafoods 40.00

] "Surimi: Building Block for Formulated Foods"-How to Use Surimi in Processed Foods 45.00

I "White Gold: The Surimi Block Blues"-Hew Surimi is Made ir. the U.S. 40.00

] "BlcndedSeafood:AVidcoCookbook"-CrealivilyinlheKitcbcnFeaturingChcfEricBena3n 15.00

How to Order Prices cover cost of printing and shipping within the U.S. only. Shipping charges will be added for 

international orders. Please send payment in U.S. dollars only with order. No orders shipped without advance paymrot. 

Questions? Gill Shirley Marinelli at A FTP, (907) 276-7315.

Ship t o : ___________________________________ _____________________________________________

Company:  ____________________________________________

Address:_______________________________________________________________________________

Cil.v/Stlte/Zip _ 

Amount Enclosed.







pNATE COMMITTEE REPgi
F IR S T  C O M M ITTEE  O F R E F E R l? ?

DATE : 1/13/92

Date  o f 5 -D ay N o tic e : [Pa)ucl__________
(in acco rdance w ith Uniform  Rule 23)

Resources Com m ittee  considered

Appropria tion  fo r a loan to the A laska F isheries 
deve lopm ent endowm ent; efd.

and recom m ends:
[ ] rep lace w i th ___________ C S _______

[ ] a ttaches am endm ent(s )

[ ] a d o p ts ________________________________
[ ] fu rthe r re fe rra l to t h e _________________

do pass 
[ ] do not pass 
[ ] no recom m enda tion  
[ ] ind iv idua l recom m enda tions

NEW  F ISC AL NO TES : D ep t/D a te
"[ ] z e ro  fisca l n o te s ______________________

[ ] fisca l n o te s ___________________________

FURTHER : F inance

DATE TURN ED
INTO O FF ICE : h" L //. /9 9X

Deve lopm ent Foundation fo r a com m erc ia l fisheries

[ ] same title
.(_______ ) [ ] new title

[ ] technical 
title change 
(HB only)

PREV IO US  F IS C A L  N O TE S : D ep t/D a te
[ ] G o v e rn o r ’s  b il l  w ith  fisca l notes:

ze ro  fiscal no te s__________________________

fiscal notes

SENATE B ILL NO. 346

Le tte r o f Intent

p<] a p p ro p r ia t io n - -n o  fisca l note



STATE OF ALASKA
1992 LEGISLATIVE SESSION

BILL NO. 345 and SB 3

Revision Date: 
Title:

1 / 2 7 / 9 2

Commercial F ish e rie s  Development DDM. Commercial F ish e rie s
Dbpartmont Affected: 
BRU:

Fish and Game

Endov/ments

Sponsor:
Requestor:

Senator z h a ro ff
Component: Commercial F ish e rie s

S e n a t e  R e s o u r c e s  C o m m i t t e e  COMPONENT SERIAL NO.

E X P E N D I T U R E S / R E V E N U E S :  (T1 o u s a n d s  of D o l a n )

OPERATING FY 93 FY 94 FY 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0

TRAVEL 0
CONTRACTUAL 0
SUPPLIES 0
EQUIPMENT 0

LAND & STRUCTURES 0
GRANTS, CLAIMS 0

MISCELLANEOUS 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 1 o 0 0 0 0 0

R E V E N U E
0 0 0 0 0 0

F U N D  S O U R C E :

F U N D I N G :  (Thousands of DoSars)

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

POSITIONS:

FULL-TIME 0 0 0 0 0 0

PART-TIME 0 0 0 0 0 0

TEMPORARY 0 0 0 0 0 0

Estimate of currant year impact:. None

ANALYSIS: (Attach a separata page if necessary.)

R w  M o lPrepared
Division:

ob Clasby Phono: *65-4210
Commercial F isher ies

Approved by Commissioner:
Agency: ° f  Pish and Game

Data: 1 /27/92

DktMbmlon (by pf̂ parw): l*g
R*v 10/7/S1 T

/ 7 3 c « /  /U o .

/ )  r r / -  /■ A y ,

Data:

Imp«ct*d A g*ncy(l*«).

P .g t  1 of



 — -------------------------------------------

SB 345 (34C): "An Act relating to 
Endowment Loans."

Fisheries Development

SB 345 establishes a new program  th a t allows the  departm ent to m ake loons to 
establish endowm ents for support of commercial fisheries developm ent research 
projects in the  state . The loans would be m ade to nonprofit corporations 
incorporated for the purpose of promoting the  development of commercial 
fisheries in the state. The loans would be ten-year, zero in te rest, unsecured 
loans due in full a t m aturity. Recipients would be required to provide financial 
inform ation rela ting  to the  endowment and would be subject to aud it by the 
legislative auditor.

SB 346 would appropriate $5,000,000 to the departm ent for the purpose of 
malting a loan under th is program  to the Alaska Fisheries Development 
Foundation.

The departm ent is neu tra l on th is legislation.

Glenn A. Olds, C om m issioner^^— 

Date: 3- ~ 3  ~ ^  * ________

G AO/B C/d gl 1363D -3 
013192a

/ 1



S e n a t o r  F r e d  F . Z h a r o f f
A l a s k a  S t a t e  L e g i s l a t u r e

P. O. B O X  405, K O D I A K ,  A L A S K A  09015  (007 ) 4 0 6 -52 5 9
D U R I N G  S E S S I O N :
P. O. B O X  V, J U N E A U ,  A L A S K A  99011 * (0 0 7 )  465 -34/3  • 465 -34 7 4

DISTRICT N
ALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL BAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA . PRIBILOF ISLANDS • SHUMAQIN ISLANDS

M E M O R A N D U M

T O :

F R O M :

D A T E :

R E :

S e n a t o r  L l o y d  J o n e s  

C h a i r m a n  

S e n a t e  R e s o u r c e s  C o m m i t t e e

S e n a t o r  F r e d  F. Z h a r o f f

F e b r u a r y  3, 1 9 9 2

S e n a t e  B i l l  3 4 6  - " A n  A c t  m a k i n g  a n  a p p r o p r i a t i o n  

f o r  a l o a n  t o  t h e  A l a s k a  F i s h e r i e s  D e v e l o p m e n t  

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

e n d o w m e n t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

B I L L  S U M M A R Y : S B  3 4 6  a p p r o p r i a t e s  $ 5  m i l l i o n  t o  t h e

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

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

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

S B  3 4 5 .

T h e  a p p r o p r i a t i o n  i s  c o n t i n g e n t  o n  t h e  A l a s k a  L e g i s l a t u r e ' s  

p a s s a g e  a n d  t h e  g o v e r n o r ' s  a p p r o v a l  o f  a b i l l  c r e a t i n g  t h e  

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

F I S C A L  I M P A C T :  F i s c a l  n o t e s  r e q u e s t e d  f r o m  t h e  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 l o p m e n t  a n d  t h e  D e p a r t m e n t  o f  F i s h  

a n d  G a m e .

P R E V I O U S  A C T I O N :  I n t r o d u c e d  o n  J a n .  13, 1 9 9 2 .

B A C K G R O U N D  I N F O R M A T I O N : T h e  A l a s k a  F i s h e r i e s  D e v e l o p m e n t

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

b y  t h e  $ 5  m i l l i o n .  T h e  p r i n c i p a l  w o u l d  b e  p r o t e c t e d  s o  t h a t  

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

l o a n .  A F D F  w o u l d  s u p p l e m e n t  t h i s  m o n e y  w i t h  a n  a c t i v e  

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

p r i v a t e  d o n a t i o n s .

D u e  t o  d e c r e a s i n g  f e d e r a l  f u n d i n g  ( S a l t o n s t a l l - K e n n e d y  g r a n t  

m o n i e s ) , A F D F  n e e d s  a n e w  s o u r c e  o f  f u n d s  i f  it i s  t o  c o n t i n u e  

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

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



t * i

S e n a t e  B i l l  3 4 6  - p a g e  2

— ---------------  1 J      Il l    I l l  II I II I ______________

B a s e d  o n  i t s  i m p r e s s i v e  t r a c k  r e c o r d  —  i n n o v a t i v e  n e w  

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

A F D F  i s  w o r t h y  o f  c o n s i d e r a t i o n  f o r  s t a t e  s u p p o r t .

W i t h  t h i s  f u n d i n g ,  A F D F  w i l l  a l s o  b e  a b l e  t o  p u r s u e  r e s e a r c h  

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

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

a  d e v e l o p e d  s p e c i e s .

A T T A C H E D  B A C K U P  I N F O R M A T I O N ;

1. S e c t i o n a l  a n a l y s i s .

A l l  t h e  b a c k u p  s u b m i t t e d  f o r  S B  3 4 5  a l s o  a p p l i e s  t o  S B  3 4 6 .



S e n a t o r  F r e d  F . Z h a r o f f
A l a s k a  S t a t e  L e g i s l a t u r e

P. O . B O X  405, K O D I A K ,  A L A S K A  00015  (007 ) 4 0 6 -52 5 0

D U R I N G  S E S S I O N :
P. O. B O X  V, J U N E A U ,  A L A S K A  00811 - (0 0 7 )  405 -34 7 3  • 465 -34 7 4

 .......   DISTRICT N ------------------------------------------------------— -----
ALASKA PENINSULA • ALEUTIAN CHAIN • BRISTOL DAY • KODIAK ISLAND • LAKE CLARK/LAKE ILIAMNA • PRIUILOP ISLANDS • SHUMAQIN I3LANDQ

S E C T I O N A L  A N A L Y S I S  

S e n a t e  B i l l  N o .  3 4 5

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

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

d e v e l o p m e n t  e n d o w m e n t ;  a n d  p r o v i d i n g  f o r  a n  e f f e c t i v e  d a t e . "

S E C T I O N  1

L E G I S L A T I V E  F I N D I N G S .

E x p l a i n s  t h e  p u r p o s e  o f  t h e  b i l l .

S E C T I O N  2

A p p r o p r i a t e s  $5 m i l l i o n  f r o m  t h e  g e n e r a l  f u n d  t o  t h e  
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 l o p m e n t  f o r  a 
c o m m e r c i a l  f i s h e r i e s  d e v e l o p m e n t  e n d o w m e n t  l o a n  t o  t h e  A l a s k a  

F i s h e r i e s  D e v e l o p m e n t  F o u n d a t i o n .  T h i s  i s  c o n t i n g e n t  o n  t h e  

p a s s a g e  o f  S B  3 4 5  o r  s i m i l a r  l e g i s l a t i o n .

S E C T I O N  3

I m m e d i a t e  e f f e c t i v e  d a t e .





S JATE COMMITTEE REPOF
FIRST CO M M ITTEE OF REFERRAL 

DATE: 1/16/92 FURTHER : Jud ic ia ry

Date o f 5 -D av N o tic e : At /-, J  7 ■ / 9 ?  j -  DATE TU R N ED  . ,
(in accordance w ith Uniform  Rule 23) INTO O FF ICE : / j . / v  < /  6  , / v / 1

Resources Com m ittee considered SB 359

"An Act provid ing im m unity for the A laska State Em ergency Response Com m iss ion , the  local 
em ergency p lanning com m ittees, and the Hazardous Substance Spill T echno logy  Review  Counc il 
and the ir m em bers fo r actions taken under AS 46 .13 ; and prov id ing fo r an e ffective da te ."

and recom m ends:
[ ] rep lace w ith CS

[ j a ttaches am endm ent(s)

[ ] a d o p ts ____________________

[ ] same title 
[ ] new title 
[ ] technical 
title change 
(HB only)

Lette r o f Intent
[ ] fu rthe r re fe rra l to the

[ ] do  pass 
[ ] do not pass 
[ ] no recom m endation 
ty<| ind iv idua l recom m enda tions

NEW  F ISC AL N O TES : D ep t/D a te
[ ] ze ro  fiscal n o te s ______________________

[ ] fisca l notes

[ ] a p p ro p r ia t io n - -n o  fisca l note

PREV IO US F IS C A L  N O TES : D ep t/D a te
[^ ]  G o v e rn o r ’s  b il l w ith  fisca l notes:

ze ro  fiscal notes /-L -rTm h /  ...
__________________ n p (  t / / c - U i

fiscal no tes_____________  '

OTHER R EC O M M EN D AT IO N S :
/

- .......—  . 4 ------
/? '

Cha ir: S ig n a tu re ^n d  Recom m endation
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FISCAL NOTE .0 /
STATE OF ALASKA 

1992 LEGISLATIVE SESSION
*5 Pi 3S - 7

Revision Daie:
Tide: An Act providing for immunity for the Alaska Emergency 
Response Comm.
Sponsor: Rules Committee 
Requestor: Governor

Expenditures/Revenues: (Thousands of Dollars)

Dill Version:_

(S) Publish Date:_ j/ jy ig .

Department Affected: Administration__________________
BRU: Risk Management__________________________
Component: Risk Management

COMPONENT SERIAL NO.

OPERATING FY 93 FY 94 F i 95 FY 96 FY 97 FY 98
PERSONAL SERVICES 0 0 0 0 0 0
TRAVEL 0 0 0 0 r  0 0
CONTRACTUAL 0 0 0 0 0 0
SUPPLIES 0 0 0 0 0 0
EQUIPMENT 0 0 0 0 0 0
LAND & STRUCTURES 0 0 0 0 0 0
GRANTS, CLAIMS 0 0 0 •• 0 0 0
MISCELLANEOUS 0 0 0 0 0 0
TOTAL OPERATING 0 0 0 0 0 0

CAPITAL 0 0 0 0 0 0

REVENUE
FUND SOURCE: 0 0 0 0 0 0

FUNDING: (Thousands of Dollars)
GENERAL FUND 0 0 0 0 0 0
FEDERAL FUNDS 0 0 0 0 0 0
OTHER
FUND SOURCE: 0 0 0 0 0 0
TOTAL 0 0 0 0 0 0

POSITIONS:
FULL-TIME 0 0 0 0 0 0
PART-TIME 0 0 0 0 0 0
TEMPORARY 0 0 0 0 0 0

Estimate of current year impact: No impact on the Division of Risk Management's budget.
ANALYSIS: (Attach a separate page if necessary.) 

See attached.

Prepared by: Donald J. Hitchcock 
Division: Risk Management

Phone: 465-2180 
Date:

Approved by Commissioner: Nancy Bear Usera J r 7 ^ ^ - g y  ________
Agency: Administration ?  Date: a ! \ ± ^ 7 .  /  o  . / < * < ? !

Distribution (by preparer): Leg. Fin., Legislative Sponsor, Requestor, OMB/DBF, Gov. Legis. Ofc, & Impacted Agency(ies).

Rev 10/07/91 Page 1 of

■



CONTINUATION OF FISCAL NOTE ANALYSIS 
LAW LOG 92-0057 DRAFT BILL

An act providing statutory immunity for the Alaska State Emergency Response Commission 
and the Hazardous Substance Spill Technology Review Council and their members while 
acting within the course and scope of their official duties unless gross negligence or 
intentional misconduct is involved. Gross negligence, intentional misconduct or acts which 
fall under federal law are excluded from this immunity statute.

This bill will make it easier to get qualified members to serve on these very sensitive and 
important Commissions. The Division of Risk Management is in favor of this legislation.



STATE OF ALASKA
1992 LEGISLATIVE SESSION

Sponsor: GoV-fiJflgr
Requestor: G o v e r n o r

'
FISCAL NOTE

Revision Date: _____________________________

Titlo: I m m u n i t y  f o r  S E R C ,  LEPCs,

a n d  H S S T R C

No._£_

Hill Version: P i  3 5 ' <7

! / / ( . / ^ 2(S) Publish Date:
Department Affected: E n v i r o n m e n t a l  C o n s e r v a t i o n

BHU: S p i l l  P r e v e n t i o n  a n d  R e s p o n s e

C o m p o n e n t :  S p i l l  P r e v e n t i o n ,  P l a n n i n g

a n d  M a n a g e m e n t ______

C O M P O N E N T  SERIAL NO.

EXPENDITURES/REVENUES: (Thousands of Dolars)

O P E R A T I N G F Y  9 3 F Y  9 4 F Y  9 5 F Y  9 6 F Y  9 7 F Y  9 8

P E R S O N A L  S E R V I C E S 0 0 0 0 0 0

T R A V E L

C O N T R A C T U A L
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W A L T E R  J. HICKEL
IjQVEnNOR

S  T  A  T  n  o  1̂  A  L  A  H  K  A
OFFICE OF THE GOVERNOR 

.J II .v j ; A IT

January 16, 1992

The Honorable Richard /. Eliason 
President of the Senate 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801-1182

Dear President Eliason:

Under the authority of art. Ill, sec. 18, of the Alaska Constitution, / am 
transmitting a bill providing immunity for the Alaska State Emergency Response 
Commission (Alaska SERC), local emergency planning committees (LEPCs) 
established by Alaska SERC, and the Hazardous Substance Spill Technology 
Review Council (HSSTRC) and their members from civil damages and costs 
resulting from any acts or omissions occurring within the course and scope of their 
official duties under AS 46.13, unless the act or omission constitutes gross 
negligence or intentional misconduct or may be the subject of relief under an 
applicable federal law.

This bill adds a new section to AS 46.13 which at present does not address the 
question of the liability of the Alaska SERC, LEPCs, or HSSTRC nor the personal 
liability of the members of these entities.

State officials and members of the public serve on Alaska SERC, LEPCs, and 
HSSTRC. In performing tasks related to hazardous substance emergency planning 
and preparedness, community right-to-know reporting, toxic chemical release 
reporting, and the management of hazardous substances, the individuals appointed 
to these entities serve to protect the health and welfare of the citizens of this 
state.

The potential exposure to liability arising from these statutorily authorized activities 
may dissuade qualified and otherwise interested members of the public from 
accepting appointments to the Alaska SERC, LEPCs, and HSSTRC. In order for the
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Alaska SERC, LEPCs, and HSSTRC to function effectively and to encourage the 
participation of qualified individuals, AS 46.13 should provide immunity for these 
entities and their members for any act or omission occurring within the course and 
scope of their statutorily authorized activities, except for those acts or omissions 
which constitute gross negligence or intentional misconduct or which may be the 
subject of relief under applicable federal law.

/ urge your prompt consideration and passage of this bill.

Sincerely,

Walter J. Hickel 
Governor



Citizens' Groups in Alaska with Duties Related to 
Oil and Hazardous Substances

FEDERAL
■ Regional Citizens' Advisory Councils 

(RCAC)
The federal Oil Pollution Act (OPA) of 
1990 established RCACs in Prince William 
Sound and Cook Inlet to oversiee crude 
oil tanker and terminal operations in those 
areas. RCACs serve as advisory groups 
to the President, U.S. Congress, and 
industry.
RCACs are funded by industry as required 
in OPA 90.

■ Citizens' Oversight Council (COC)
The COC is an advisory group to the 
Legislature established by HB 578 in 
1990. The Council is responsible for 
evaluating whether state and federal 
agencies are carrying out legislatively 
mandated programs related to oil and 
hazardous substance discharge 
prevention, and response. The COC may 
also make recommendations to the State 
reaarding ways to prevent releases. [AS 
24“20.600]
The COC is funded by the Oil and 
Hazardous Substance Release Response 
Fund. [AS 46.08]

■ State and Local Oil and Hazardous 
Substance Emergency Planning
The federal Emergency Planning and 
Community Right-to-Know Act (EPCRA) 
required states to establish a State 
Emergency Response Commission 
(SERC) to oversee local hazardous 
substance emergency planning programs. 
[42 USC 11001-11050]
Under Alaska law, the SERC oversees the 
development of response plans for oil and 
hazardous substance releases which are 
prepared by LEPCs and the State, and 
reviews and approves them as specified in 
state law. [AS 46.13]
The SERC appoints Local Emergency 
Planning Committees (LEPC). LEPCs
are responsible for developing a local 
response plan for oil and hazardous 
substance releases.

r Hazardous Substance Spill
Technology Review Council (HSSTRC)
The HSSTRC evaluates existing cleanup 
technologies for potential application in 
arctic/sub-arctic conditions and proposes 
research to development new ones.

■ The SERC, LEPCs, and the HSSTRC are 
funded by the Oil and Hazardous 
Substance Release Response Fund [AS 
46.08],
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C i t i z e n s ’ G r o u p s  in A la s k a  w ith  D u t ie s  R e la te d  to  
Oil a n d  H a z a r d o u s  S u b s t a n c e s

Federal and state laws passed since 1986 provide citizens with greater opportunities to play an active 
role In making sure that Alaskans and their environment are safer from the negative impacts of 
hazardous substance releases. These groups and a brief description of their responsibilities are 
summarized below.

OVERSIGHT GROUPS

□ Citizen Oversight of Industry Operations

Regional Citizens' Advisory Councils (RCAC) In Prince William Sound and Cook Inlet were 
created under the federal Oil Pollution Act of 1990. Their primary responsibility Is to monitor 
crude oil tanker and terminal operations. These Councils serve in an advisory capacity to 
industry and the federal government on issues related to crude oil tanker and terminal 
operations. RCACs are funded by industry.

□ Legislative Oversight of State Programs

Citizens’ Oversight Council (COC) was established in the Legislature in 1990. Their chief 
function is to monitor and evaluate state and federal agencies efforts to carry out their 
responsibilities for programs related to preventing and responding to oil and hazardous 
substance releases. The Council may recommend to the Legislature, the Governor, the federal 
government, and private entities, policies and actions for preventing releases. [AS 24.20.600] 
The COC is funded by the Oil and Hazardous Substance Release Response Fund.

STATE AND LOCAL HAZARDOUS SUBSTANCE PLANNING GROUPS

□ State Planning

As required by federal law, the State Emergency Response Commission (SERC) was established 
in 1990. The Commission has sixteen members, Including seven representing the public. The 
SERC is primarily responsible for ensuring that response plans for oil and hazardous substance 
releases prepared by Local Emergency Planning Committees (below) and the State are effective 
and coordinated. [AS 46.13]

□ Local Planning

Local Emergency Planning Committees (LEPC) are appointed by the State Emergency Response 
Commission (SERC). LEPCs are responsible for developing local response plans for oil and 
hazardous substances. [AS 46.13]

TECHNOLOGY REVIEW AND DEVELOPMENT

□ Hazardous Substance Spill Technology Review Council

The Hazardous Substance Spill Technology Review Council is responsible for reviewing existing 
spill containment and cleanup technology or procedures for their potential use in arctic/sub­
arctic conditions. The Council may recommend research projects to develop new technology. 
The Council Is alsc 'esponsible for proposing ways to improve the ability of government 
agencies and industry to prevent and respond to releases. [AS 46.13]

Propared by the Department ot Environmental Conservation February 26, 1991



1. R e c i t a l s

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

c o n t r i b u t e  t h e i r  t i m e  a n d  s e r v i c e  to t h e  S t a t e  E m e r g e n c y  R e s p o n s e  

C o m m i s s i o n  ( " S E R C " ) , L o c a l  E m e r g e n c y  P l a n n i n g  C o m m i t t e e s  ( " L E P C s " ) , 

a n d  t h e  H a z a r d o u s  S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l  

("HSST R C " ) .  B y  p r o v i d i n g  p r o t e c t i o n  a g a i n s t  l i a b i l i t y  costs, t h i s  

m e m o r a n d u m  of  a g r e e m e n t  is i n t e n d e d  as an i n t e r i m  m e t h o d  o f  

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

t h e  SERC, LEPCs, a n d  t h e  H S S T R C .  T h i s  a g r e e m e n t  is e n t e r e d  i n t o  

b e t w e e n  t h e  D e p a r t m e n t  o f  Law, t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t  in 

t h e  D e p a r t m e n t  o f  A d m i n i s t r a t i o n ,  a n d  t h e  C o m m i s s i o n e r  o f  

E n v i r o n m e n t a l  C o n s e r v a t i o n  on b e h a l f  of t h e  S ERC, LEP C s ,  a n d  t h e  

H S S T R C .

2. S t a t e  D e f e n s e  o f  C l a i m s

T h e  S t a t e  of A l a s k a  (State) a g r e e s  t o  d e f e n d  t h e  S E R C - a n d  

it m e m b e r s ,  S E R C - a p p r o v e d  L E P C s  a n d  t h e i r  m e m b e r s ,  a n d  t h e  H S S T R C  

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

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

s t a t u t o r i l y  a u t h o r i z e d  a c t i v i t i e s  o n  b e h a l f  o f  t h e  SERC, S E R C -  

a p p r o v e d  L E P C s ,  a n d  t h e  H S S T R C .  W h e n  d e f e n s e  is p r o v i d e d  u n d e r  

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

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

S t a t e  w i l l  n o t  b e  o b l i g a t e d  to p a y  e x p e n s e s  of d e f e n s e  c o u n s e l

M E M O R A N D U M  O F  A G R E E M E N T



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

of t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t .

3. I n d e m n i f i c a t i o n

T h e  S t a t e  a g r e e s  to i n d e m n i f y  t h e  SERC, S E R C - a p p r o v e d  

LEPCs, t h e  H S S T R C ,  a n d  t h e i r  m e m b e r s  f o r  n o n - i n s u r e d  j u d g m e n t s  

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

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

SERC, S E R C - a p p r o v e d  LEPCs, the H S S T R C ,  e x c e p t  t h a t  t h e  S t a t e  w i l l  

not i n d e m n i f y  f o r  j u d g m e n t s  f o r  d a m a g e s  r e s u l t i n g  f r o m  g r o s s  

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

4. D e f i n i t i o n  o f  N o n - I n s u r e d  C l a i m s  a n d  J u d g m e n t s

A s  u s e d  in t h i s  a g r e e m e n t ,  " n o n - i n s u r e d  c l a i m s "  a n d  

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

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

c o v e r e d  b y  t h i s  a g r e e m e n t  o r  a m e m b e r ' s  e m p l o y e r  is n o t  p r o t e c t e d  

by  a p o l i c y  o f  i n s u r a n c e .  W h e r e  a p o r t i o n  o f  a c l a i m  is in s u r e d ,  

the S t a t e  w i l l  e n d e a v o r  to  a r r i v e  a t  a c o o p e r a t i v e  a g r e e m e n t  w i t h  

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

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

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

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

d e f e n s e  c o s t s  a n d  a t t o r n e y  fees i n c u r r e d  in d e f e n s e  o f  c l a i m s .

- 2 -



5. N o t i c e  o f c l a i m

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

a c l a i m  is m a d e  m u s t  s u b m i t  a w r i t t e n  r e q u e s t  f o r  d e f e n s e  to the 

S t a t e  of A l a ska, D i v i s i o n  of R i s k  M a n a g e m e n t  w i t h i n  30 d a y s  of 

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

6. C o n d i t i o n s

T h e  S t a t e  w i l l  a p p e a r  a n d  d e f e n d  a m e m b e r  o r  e n t i t y  

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

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

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

a c t i v i t i e s  o n  b e h a l f  o f  t h e  SERC, S E R C - a p p r o v e d  LEPCs, or  t h e  

H S S TRC, o r  t h a t  t h e  a c t s  o r  o m i s s i o n s  c o m p l a i n e d  of  a m o u n t e d  to 

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

r e j e c t  d e f e n s e  of t h e  c l a i m .  T h e  S t a t e ' s  o b l i g a t i o n  t o  d e f e n d  and 

i n d e m n i f y  is f u r t h e r  c o n d i t i o n e d  u p o n  c o o p e r a t i o n  o f  t h e  m e m b e r  or 

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

not, e x c e p t  a t  t h e i r  o w n  c o s t ,  a d m i t  l i a b i l i t y ,  v o l u n t a r i l y  m a k e  

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

p r i o r  a p p r o v a l  o f  t h e  D i v i s i o n  of R i s k  M a n a g e m e n t .  F a i l u r e  to 

p r o v i d e  t i m e l y  n o t i c e  of a c l a i m ,  c o n d u c t  p r e j u d i c i a l  to the 

S t a t e ' s  p o s i t i o n ,  o r  f a i l u r e  t o  c o o p e r a t e  in d e f e n s e  v o i d s  the 

S t a t e ' s  o b l i g a t i o n s  u n d e r  t h i s  a g r e e m e n t .



7. R e c i s i o n  of t h i s  A g r e e m e n t

T h i s  m e m o r a n d u m  of a g r e e m e n t  m a y  be  r e v o k e d  b y  t h e  S t a t e  

u p o n  30 d a y s  n o t i c e  t o  t h e  e n t i t i e s  c o v e r e d  b y  t h i s  a g r e e m e n t .

D A T E D

D A T E D

D A T E D

: t o fs / ty

I  '
C h a r l e s  E. C o l e  
A t t o r n e y  G e n e r a l  
D e p a r t m e n t s  f L a w

B r a d  Thompsfeh, D e p u t y  D i r e c t o r  
D i v i s i o n  o ^ / R i s k  M a n a g e m e n t  
D e p a r t m e n t  of A d m i n i s t r a t i o n

S a n d o r
C o m m i s s i o n e r  
D e p a r t m e n t  o f  E n v i r o n m e n t a l  
C o n s e r v a t i o n



OFFICE OF THE COMMISSIONER Phone: (907) 465-5000
410 WILLOUGHBY AVENUE, SUITE 105 Fax: (907) 465-5070
JUNEAU, AK 99801-1795

January 27, 1992

The Honorable Lloyd Jones 
Chairman
Senate Resources Committee 
P.O. Box V 
Juneau, AK 99811

Dear Senator Jones:

SB 359 was recently referred to your committee after introduction by the Governor.
This bill would provide immunity to the members of the Alaska State Emergency 
Response Commission (SERC), the Local Emergency Planning Committees (LEPCs) 
created under the SERC, and the Hazardous Substance Spill Technology Review 
Council (HSSTRC or TRC) for their acts or omissions which are in accordance with 
their official duties, unless the act or omission constitutes gross negligence or 
intentional misconduct or which may be the subject of relief under an applicable federal 
law.

As explained in the Governor’s transmittal letter, state officials and members of the 
public serve on the SERC, the LEPCs and the RTC. Each of these entities is charged 
with tasks relating to hazardous substance emergency planning and preparedness, 
community right-to-know reporting, toxic substance release reporting, and the 
management of hazardous substances. The potential exposure to liability arising from 
these statutorily mandated activities may discourage qualified individuals from 
accepting appointments to the SERC, LEPCs and RTC.

The success of the SERC, LEPCs and RTC are critical to the success of the State of 
Alaska in emergency preparedness when dealing with oil spills or other hazardous 
substance releases. Enclosed herewith is a legal opinion relating to this issue that 
may be of interest to the members of your committee when reviewing SB 359. We are 
also enclosing statutes from other states which have adopted this kind of immunity for 
members of their SERC, and the federal law allowing for citizen suits against members 
of a SERC. SB 359 would not affect this federal law.



T h e  H o n o r a b le  Lloyd J o n e s -2- J a n u a r y  27 , 1992

We respectfully ask that you schedule this bill for a hearing at the earliest possible 
convenience. We look forward to your favorable action.

If you need any further information, please do not hesitate to contact Janice Adair, the 
Department’s legislative liaison, at 465-5050.

Sincerely,

u /

Commissioner

JA/vr (CO-comm\joncs.359)

Enclosures: Legal Opinion 
Statutes

cc: Paul Fuhs, Governor’s Office



M E M O R A N D U M

Hon. D e n n i s  D. K e l s o  
t o :  D e p a r t m e n t  of E n v i r o n m e n t a l

C o n v e r s a t i o n
DATE:

FILE NO.:

S t a t e  o f  A l a s k a
Department of Law

O c t o b e r  29, 1990 
P a g e  1

FROM :

H o n o r a b l e  D e n n i s  D. K e l s o  
C o m m i s s i o n e r
D e p a r t m e n t  o f  E n v i r o n m e n t a l  

C o n s e r v a t i o n

TEL. NO.: 

SUBJECT: O c t o b e r  29, 1990
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o i  IrbU a n d  H S S T R C  m e m b e r s

OCPT Or- .
B i l l  M e l l o w  
A s s i s t a n t  A t t o r n e y  G e n e r a l  
S p e c i a l  L i t i g a t i o n - J u n e a u

.V7AI ol/mitv

Y o u r  o p i n i o n  r e q u e s t  s e e k s  a n s w e r s  c o n c e r n i n g  p o t e n t i a l  
l i a b i l i t y  o f  m e m b e r s  o f  t h e  a b o v e  i d e n t i f i e d  c o m m i t t e e s .  I c o u l d  
g o  i n t o  a l e n g t h y  l e g a l  a n a l y s i s  o f  t o r t  l i a b i l i t y  e x p o s u r e ,  
g o v e r n m e n t a l  i m m u n i t i e s  a n d  q u a l i f i e d  i m m u n i t i e s  b u t  t i m e  
c o n s t r a i n t s  1/. r e q u i r e  t h a t  f o r  n o w  t h e  s o l u t i o n  t o  y o u r  c o n c e r n s  
b e  m e t  w i t h  a g e n e r a l  s t a t e m e n t  o f  t h e  l a w  p l u s  a s t a t e  a s s u r a n c e  
o f  p r o t e c t i o n  f r o m  n o n - i n s u r e d  l i a b i l i t y  e x p o s u r e .

T h e  s h o r t  a n s w e r  t o  l i a b i l i t y  e x p o s u r e  is that, 
g e n e r a l l y ,  t h e r e  is l i a b i l i t y  e x p o s u r e  f o r  n e g l i g e n c e  w h i c h  has 
b e e n  a l e g a l  c a u s e  o f  i n j u r y  u n l e s s  i m m u n i t y  is g r a n t e d  b y  l a w  or 
c o u r t  d e c i s i o n .  G o v e r n m e n t a l  a g e n c i e s  a n d  e m p l o y e e s  a r e  i m m u n e  
f r o m  l i a b i l i t y  f o r  d i s c r e t i o n a r y  f u n c t i o n  n e g l i g e n c e .  A S  0 9 . 6 5 . 0 7 0  
( m u n i c i p a l i t i e s ) ;  A S  0 9 . 5 0 . 2 5 0  (state). T h i s  f o r m  o f  i m m u n i t y  
e x t e n d s  t o  h i g h  l e v e l  p l a n n i n g  a c t i v i t i e s  w h i c h  p r o b a b l y  w o u l d  b e  
f o u n d  b y  o u r  c o u r t s  t o  e n c o m p a s s  m o s t  o f f i c i a l  a c t i o n s  of SERC, 
L E P C  a n d  H S S T R C  m e m b e r s . A d d i t i o n a l l y ,  " m e m b e r [ s ]  o f  t h e  g o v e r n i n g  
body, a c o m m i s s i o n ,  • o r  a c i t i z e n ' s  a d v i s o r y  c o m m i t t e e  o f  a 
m u n i c i p a l i t y  of  t h e  s t a t e "  a r e  i m m u n e  f r o m  l i a b i l i t y  f o r  o r d i n a r y  
n e g l i g e n c e  o c c u r r i n g  w i t h i n  t h e  c o u r s e  a n d  s c o p e  o f  o f f i c i a l  
d u t i e s .  A S  0 9 . 1 7 . 0 5 0 .

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

1/ T h e  f i l e  w a s  a s s i g n e d  to  m e  w h i l e  I w a s  a w a y  m o s t  of t h e  s u m m e r  
f a r m i n g  in O r e g o n .  I a m  r e t i r i n g  f r o m  s t a t e  e m p l o y m e n t  at t h e  end 
of O c t o b e r  a n d  t h u s ,  I a m  u n a b l e  t o  d e v o t e  t h e  n e c e s s a r y  r e s e a r c h  
t i m e  n e e d e d  f o r  a c a r e f u l  a n a l y s i s .  A d d i t i o n a l l y ,  I h a v e  b e e n  
a d v i s e d  b y  C a m i l l e  S t e p h e n s  t hat, m o s t  i m p o r t a n t ,  is an a s s u r a n c e  
of  p r o t e c t i o n  w h i c h  c a n  b e  g i v e n  a t  t h e  N o v e m b e r  3, S E R C  m e e t i n g .
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j u s t i f y  a r e q u e s t  f o r  s o m e  d e g r e e  of  p r o t e c t i o n .  A s  a b o v e  noted, 
t h e r e  e x i s t s  o n l y  a s l i g h t  p o t e n t i a l  for l i a b i l i t y  f o r  n e g l i g e n c e  
in p l a n n i n g  f o r  a n d  i m p l e m e n t a t i o n  o f  r e s p o n s e s  t o  d i s c h a r g e s  of 
oil a n d  h a z a r d o u s  s u b s t a n c e s .  T h e  b e s t  w a y  t o  r e s o l v e  t h e  f e a r  of  
l i a b i l i t y  a n d  t h e  c o s t  o f  d e f e n s e  a g a i n s t  t h e  t h r e a t  o f  l i a b i l i t y  
is b y  c o n t r a c t u a l  o r  l e g i s l a t i v e  i n d e m n i f i c a t i o n .

A t t a c h e d  is a p r o p o s e d  m e m o r a n d u m  o f  a g r e e m e n t .  T h e  
a g r e e m e n t  e x t e n d s  a g u a r a n t e e  of  d e f e n s e  of c l a i m s  a r i s i n g  w i t h i n  
t h e  a u t h o r i t y  g r a n t e d  t h e  r e s p e c t i v e  c o m m i t t e e s  a n d  t h e i r  m e m b e r s  
b y  s t a t e  a n d  f e d e r a l  l a w .  T h e  a g r e e m e n t  a l s o  e x t e n d s  a g u a r a n t e e  
o f  i n d e m n i f i c a t i o n  f o r  d a m a g e s  f o r  n e g l i g e n c e .  T h i s  m e m o r a n d u m  of  
a g r e e m e n t  s h o u l d  q u e l l  -fears of c o m m i t t e e  m e m b e r s  a n d  w i l l  p r o v i d e  
i n t e r i m  p r o t e c t i o n  p e n d i n g  l e g i s l a t i v e l y  e x t e n d e d  p r o t e c t i o n .

C o n c e r n i n g  l e g i s l a t i v e  a c t i o n ,  I o r  m y  s u c c e s s o r  w i l l  
d r a f t  a p r o p o s e d  b i l l  w h i c h  w o u l d  i m m u n i z e  m e m b e r s  f r o m  l i a b i l i t y  
but, a s  y o u  a r e  w e l l  a w a r e ,  s u c h  a b i l l  w o u l d  n o t  e a s i l y  p a s s  i n t o  
l a w  a n d  m a y  w e l l  b e  w a t e r e d  d o w n  s u b s t a n t i a l l y  as i t  w i n d s  i t s  w a y  
t h r o u g h  t h e  h e a r i n g  c o m m i t t e e s .  I w o u l d  a n t i c i p a t e  t h a t  as a p a r t  
of  p r e p a r a t i o n  of  a n  e x p l a n a t i o n  f o r  j u s t i f i c a t i o n  o f  s u c h  a l a w  
t h a t  a n  e x t e n s i v e  l e g a l  o p i n i o n  m e m o r a n d u m  w i l l  b e  p r e p a r e d .  T h e  
d e p a r t m e n t ' s  a n a l y s i s  w i l l  b e  p r o v i d e d  t o  you.

F o l l o w i n g  is a r e s t a t e m e n t  of q u e s t i o n s  r a i s e d  b y  y o u r  
l e t t e r  a l o n g  w i t h  a n  a n s w e r .

Q u e s t i o n  1. W h a t  l i a b i l i t y ,  i f  any, m a y  e x i s t  f o r  t h e
S E R C  o r  t h e  C o u n c i l  as s t a t e  a g e n c i e s  o r  e n t i t i e s .

A n s w e r .  S t a t e  a g e n c i e s  a r e  l i a b l e  f o r  n o n - d i s c r e t i o n a r y  
n e g l i g e n c e .  D i s c r e t i o n a r y  (immune) a c t i v i t i e s  a r e  h i g h  l e v e l  
p l a n n i n g  a c t i v i t i e s  w h i c h  a r e  d e t e r m i n e d  on a c a s e  b y  c a s e  b a s i s .  
T o  q u o t e  t h e  A l a s k a  S u p r e m e  C o u r t ,  t h e  d i s t i n c t i o n  b e t w e e n  p l a n n i n g  
l e v e l  (immune) a n d  o p e r a t i o n a l  l e v e l  (not i m m u n e )  a c t i v i t i e s  
d e p e n d s  u p o n  " t h e  t y p e  o f  d e c i s i o n  t h a t  is b e i n g  m a d e ,  e x a m i n e d  
w i t h i n  an a n a l y t i c a l  f r a m e w o r k  w h i c h  is s e n s i t i v e  t o  t h e  p o l i c i e s  
u n d e r l y i n g  t h e  d i s c r e t i o n a r y  f u n c t i o n  o r  d u t y  e x c e p t i o n . "  C a r l s o n
v. S t a t e . 598 P . 2d  969, 972 ( A l a s k a  1979).

Q u e s t i o n  2. W h a t  l i a b i l i t y ,  if any, do  t h e  m e m b e r s  of
t h e  S E R C  a c c r u e  d u e  t o  t h e i r  v - t i v i t i e s , or i n a c t i v i t y ,  as  S E R C  
m e m b e r s ?  I f  t h e r e  is l i a b i l i t y ,  w i l l  the s t a t e  r e p r e s e n t  a n d  
i n d e m n i f y  t h e  m e m b e r s  s h o u l d  an  a w a r d  be m a d e ?

A n s w e r .  P l a n n i n g  d e c i s i o n s  b y  S E R C  m e m b e r s  a r e  u s u a l l y  
g o i n g  to f a l l  w i t h i n  t h e  c a t e g o r y  of " d i s c r e t i o n a r y "  i m m u n e
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a c t i v i t i e s .  2J W h e r e  a c t i v i t i e s  o r  i n a c t i o n  c r o s s  t h e  l i n e  i n t o  
o p e r a t i o n a l  n e g l i g e n c e ,  m e m b e r s  w i l l  be p r o t e c t e d  p u r s u a n t  to t h e  
t e r m s  of t h e  M e m o r a n d u m  o f  A g r e e m e n t  ( M O A ) .

Q u e s t i o n  3. I f  the s t a t e  will r e p r e s e n t  a n d  i n d e m n i f y  
the S E R C  m e m b e r s ,  a r e  t h e r e  a n y  l i m i t s ?

A n s w e r .  T h e  s t a t e  w i l l  r e p r e s e n t ,  w i t h o u t  m o n e t a r y  
limit, f o r  o r d i n a r y  n e g l i g e n c e  c l a i m s  o c c u r r i n g  w i t h i n  t h e  c o u r s e  
an d  s c o p e  o f  a u t h o r i t y  g r a n t e d  b y  law. By  w a y  of e x a m p l e ,  t h e  
s t a t e  w o u l d  r e p r e s e n t  t h e  m e m b e r  on a c l a i m  t h a t  w h i l e  i n t o x i c a t e d ,  
t h e  m e m b e r  s l a n d e r e d  a S E R C  c o n s u l t a n t  if t h e  s t a t e ' s  i n i t i a l  
i n v e s t i g a t i o n  l e d  t o  a c o n c l u s i o n  t h a t  t h e  c o n d u c t  o c c u r r e d  w i t h i n  
t h e  c o u r s e  a n d  s c o p e  o f  o f f i c i a l  d u t y  but, a t  most, o n l y  o r d i n a r y  
n e g l i g e n c e  o c c u r r e d .  I f  t h e  s t a t e  i n v e s t i g a t i v e  d e t e r m i n a t i o n  w a s  
p r o v e n  t o  b e  w r o n g  c o n c e r n i n g  t h e  d e g r e e  of  n e g l i g e n c e ,  t h e  s t a t e  
w o u l d  n o t  p a y  a j u d g m e n t  w h e r e  t h e  f a c t  f i n d e r  d e t e r m i n e d  t h a t  t h e  
d e f e n d a n t ' s  c o n d u c t  r o s e  t o  t h e  level o f  g r o s s  n e g l i g e n c e  or 
i n t e n t i o n a l  m i s c o n d u c t .

i
Q u e s t i o n  4. [Are t h e  a n s w e r s  to q u e s t i o n s  2 a n d  3 t h e  

sa m e  as to t h e  H S S T R C  a n d  its m e m b e r s ? ]

A n s w e r .  Yes.

Q u e s t i o n  5. W h e r e  a L E P C  is f o r m e d  u n d e r  t h e  a u s p i c e s  
of a l o c a l  g o v e r n m e n t ,  d o e s  t h e  l o c a l  g o v e r n m e n t  r u n  t h e  r i s k  of 
l i a b i l i t y ?

A n s w e r .  Ye s ,  t h e  l o c a l  g o v e r n m e n t  r u n s  t h e  s a m e  r i s k  as 
t h e  s t a t e  b u t  t h e  M O A  w i l l  p r o t e c t  a g a i n s t  n o n - i n s u r e d  l i a b i l i t y .

Q u e s t i o n  6. W h a t  a r e  t h e  l i a b i l i t y  r i s k s  to  an  L E P C  o r  
its i n d i v i d u a l  m e m b e r s ?

A n s w e r .  I f  a L E P C  is "a c o m m i s s i o n ,  o r  a c i t i z e n ' s  
a d v i s o r y  c o m m i t t e e  o f  a m u n i c i p a l i t y  of t h e  st a t e "  its m e m b e r s  a r e  
i m m u n e  f o r  o r d i n a r y  n e g l i g e n c e  f o r  c.ction or i n a c t i o n  w i t h i n  t h e  
c o u r s e  a n d  s c o p e  o f  o f f i c i a l  d u t i e s  but a r e  s u b j e c t  t o  l i a b i l i t y  
f o r  g r o s s  n e g l i g e n c e .  A S  0 9 . 1 7 . 0 5 0 ( a ) ( 4 ) .  If a L E P C  is a s t a t e  
a g e n c y  c o m m i s s i o n  t h e  a n s w e r  to q u e s t i o n  2 w o u l d  b e  a p p l i c a b l e  
a l o n g  w i t h  t h e  c a v e a t  o f  f o o t n o t e  2 c o n c e r n i n g  " e m p l o y e e s . "  T h e

2J A S  0 9 . 5 0 . 2 5 0  p r o t e c t s  " e m p l o y e e s "  of t h e  state. I t  i s . p r o b a b l e  
t h a t  t h e  c o u r t  w o u l d  b r o a d l y  c o n s t r u e  " e m p l o y e e "  t o  i n c l u d e  the 
s e v e n  p u b l i c  m e m b e r s  l i s t e d  as p o t e n t i a l  a p p o i n t e e ^  in 
AS 4 6 . 1 3 . 0 1 0 .
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M O A  p r o v i d e s  i n d e m n i f i c a t i o n  f o r  t h o s e  c i r c u m s t a n c e s  w h e r e  
o t h e r w i s e  t h e r e  w o u l d  b e  l i a b i l i t y  e x p o s u r e  b e c a u s e  t h e  c o m m i s s i o n  
is a s t a t e  r a t h e r  t h a n  m u n i c i p a l  a g e n c y  o r  w h e r e  t h e  i n d i v i d u a l  
d e f e n d a n t  h a p p e n s  t o  b e  a n o n - g o v e r n m e n t a l  p e r s o n .

Q u e s t i o n  7. I f  t h e r e  a r e  l i a b i l i t y  r i s k s  a s s o c i a t e d  w i t h  
a c t i v i t i e s  of  a n  L E P C ,  w i l l  t h e  S t a t e  r e p r e s e n t  a n d  i n d e m n i f y  t h e  
LEPC, the l o c a l  g o v e r n m e n t  u n d e r  w h i c h  it is f o r m e d ,  a n d  its 
m e m b e r s ?  A r e  t h e r e  l i m i t s  to  t h e  c o v e r a g e  for g r o s s  n e g l i g e n c e  o r  
i n t e n t i o n a l  a c t s ?  I f  so w h a t  a r e  e x a m p l e s  o f  a c t s  t h a t  m i g h t  
t r i g g e r  a l i m i t a t i o n  o n  c o v e r a g e ?

A n s w e r .  T h e  M O A  p r o v i d e s  f o r  r e p r e s e n t a t i o n  o f  t h e  L E P C  
a n d  its m e m b e r s  t o  t h e  e x t e n t  t h a t  no  i n s u r e r  h a s  c o v e r a g e  
o b l i g a t i o n s .  I f  a l o c a l  g o v e r n m e n t  is t h e  a l t e r  e g o  o f  t h e  LEPC, 
t h e  m u n i c i p a l i t y  w o u l d  a l s o  b e  d e f e n d e d  w h e r e  t h e  p l a i n t i f f  n a m e d  
t h e  m u n i c i p a l i t y  as  a d e f e n d a n t .  T h e  s t a t e  w i l l  r e p r e s e n t  w h e r e  
t h e r e  h a s  b e e n  a d e t e r m i n a t i o n  that, a t  most, t h e  d e f e n d a n t ' s  
c o n d u c t  w a s  o n l y  o r d i n a r y  n e g l i g e n c e  b u t  w i l l  n o t  i n d e m n i f y  f o r  
c o n d u c t  f o u n d  t o  c o n s t i t u t e  g r o s s  n e g l i g e n c e  o r  i n t e n t i o n a l  
m i s c o n d u c t .

It is n o t  p o s s i b l e  t o  p r e d i c t  t h e  d e g r e e  o f  n e g l i g e n c e  
f o r  a n y  s p e c i f i c  t y p e  o f  c o n d u c t .  N e g l i g e n c e  m a y  b e  o r d i n a r y ,  
g r o s s ,  o r  w i l l f u l .  O r d i n a r y  n e g l i g e n c e  is t h e  f a i l u r e  t o  u s e  
o r d i n a r y  care. G r o s s  n e g l i g e n c e  is a f a i l u r e  to e x e r c i s e  e v e n  t h a t  
c a r e  w h i c h  a c a r e l e s s  p e r s o n  w o u l d  use, w h i l e  w i l l f u l  n e g l i g e n c e  
d e s c r i b e s  i n t e n t i o n a l  c o n d u c t  i n  d i s r e g a r d  of  a n  o b v i o u s  r i s k  
o c c u r r i n g  u n d e r  c i r c u m s t a n c e s  t h a t  m a k e  it p r o b a b l e  t h a t  h a r m  t o  
t h e  p l a i n t i f f  w i l l  r e s u l t .  W. P r o s s e r ,  T h e  L a w  o f  T o r t s  § 1 8 0 - 8 5  
(4th ed. 1971).

W G M : j a l  
A t t a c h m e n t

cc w / e n c . : C a m i l l e  S t e p h e n s



1. T h e  S t a t e  a g r e e s  to d e f e n d  m e m b e r s  o f  t h e  S t a t e

E m e r g e n c y  R e s p o n s e  C o m m i s s i o n  ( S E R C ) , S E R C  a p p r o v e d  L o c a l  E m e r g e n c y  

P l a n n i n g  C o m m i t t e e s  (LEPCs) a n d  t h e i r  m e m b e r s  a n d  m e m b e r s  o f  t h e  

H a z a r d o u s  S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l  ( H S S T R C ) , 

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

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

a c t i v i t i e s  o n  b e h a l f  o f  SERC, S E R C  a p p r o v e d  LE P C s ,  a n d  t h e  H S S T R C .  

T h e  S t a t e  f u r t h e r  a g r e e s  t o  i n d e m n i f y  S E R C  m e m b e r s ,  S E R C  a p p r o v e d  

L E P C s  a n d  t h e i r  m e m b e r s ,  a n d  H S S T R C  m e m b e r s  f o r  n o n - i n s u r e d  

j u d g m e n t s  a g a i n s t  S E R C  m e m b e r s ,  a p p r o v e d  L E P C s  a n d  t h e i r  m e m b e r s ,  

a n d  H S S T R C  m e m b e r s  w i t h  t h e  e x c e p t i o n  t h a t  t h e  S t a t e  w i l l  n o t  

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

o r  i n t e n t i o n a l  m i s c o n d u c t .

2. A s  u s e d  in p a r a g r a p h  1 of  t h i s  a g r e e m e n t ,  " n o n -  

ins-’re d  c l a i m s "  a n d  " n o n - i n s u r e d  j u d g m e n t s "  r e f e r  t o  all o r  a

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

d e f e n d a n t ' s  e m p l o y e r  a r e  n o t  p r o t e c t e d  b y  a p o l i c y  o f  i n s u r a n c e .  

W h e r e  a p o r t i o n  o f  a c l a i m  is insured, t h e  S t a t e  w i l l  e n d e a v o r  t o  

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

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

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

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

3. A  d e f e n d a n t  a g a i n s t  w h o m  a c l a i m  is m a d e  m u s t  s u b m i t  

a w r i t t e n  r e q u e s t  f o r  d e f e n s e  w i t h  the S t a t e  o f  A l a s k a ,  D i v i s i o n

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



o f  R i s k  M a n a g e m e n t  w i t h i n  30 d a y s  of k n o w l e d g e  o r  r e c e i p t  of a 

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

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

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

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

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

in w h i c h  c a s e  t h e  S t a t e  m a y  r e j e c t  d e f e n s e  o f  t h e  c l a i m .  T h e  

S t a t e ' s  o b l i g a t i o n  t o  d e f e n d  a n d  i n d e m n i f y  is f u r t h e r  c o n d i t i o n e d  

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

F a i l u r e  t o  p r o v i d e  t i m e l y  n o t i c e  o f  a cl a i m ,  c o n d u c t  p r e j u d i c i a l  

t o  t h e  S t a t e ' s  p o s i t i o n  o r  f a i l u r e  t o  c o o p e r a t e  i n  d e f e n s e  v o i d s  

t h e  S t a t e ' s  o b l i g a t i o n s  u n d e r  t h i s  a g r e e m e n t .

4. I t  is u n d e r s t o o d  t h a t  t h e r e  c u r r e n t l y  e x i s t s  g e n u i n e  

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

t o  t h e  S E R C ,  L E P C s  a n d  t h e  H S S T R C .  B y  p r o v i d i n g  p r o t e c t i o n  a g a i n s t  

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

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

p r o v i d e  a s s i s t a n c e  t o  t h e  SERC, L E P C s  a n d  t h e  H S S T R C .  I t  is 

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

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

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

m a y  b e  r e v o k e d  b y  t h e  S t a t e  u p o n  30 d a y s  n o t i c e .

D A T E D :  ____________________ _________________________________________
D o u g l a s  B. B a i l y  
A t t o r n e y  G e n e r a l

D A T E D :  ____________________ _________________________________________
D i v i s i o n ^ o f  R i s k  M a n a g e m e n t
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D e p a r t m e n t  o f  L a w FILE NO:

DATE:

D e n n i s  D. K e l s o  
C o m m i s s i o n e r
D e p a r t m e n t  of  E n v i r o n m e n t a l

SUBJECT: L i a b i l i t y  o f  State,
M e m b e r s  o f  t h e  S t a t e  
E m e r g e n c y  R e s p o n s e  
C o m m i s s i o n  ( S E R C ) , 
L o c a l  E m e r g e n c y

C o n s e r v a t i o n

P l a n n i n g  C o m m i t t e e s  
(LEPCs) a n d  t h e
H a z a r d o u s  S u b s t a n c e  
S p i l l  T e c h n o l o g y
R e v i e w  C o u n c i l

O n  b e h a l f  o f  t h e  S t a t e  E m e r g e n c y  R e s p o n s e  C o m m i s s i o n  ( S E R C ) , I 
am r e q u e s t i n g  a n  o p i n i o n  c o n c e r n i n g  t h e  p o t e n t i a l  l i a b i l i t y  
a r i s i n g  f r o m  t h e  a c t i v i t i e s  of t h e  SERC, t h e  H a z a r d o u s  
S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l ,  o r  t h e  L o c a l  
E m e r g e n c y  P l a n n i n g  C o m m i t t e e s  ( L E P C s ) . M e m b e r s  o f  t h e  S E R C  are 
a p p o i n t e d  b y  t h e  G o v e r n o r  u n d e r  t h e  S u p e r f u n d  A m e n d m e n t s  a n d  
R e a u t h o r i z a t i o n  Act, T i t l e  III (SARA T i t l e  I I I ) , A d m i n i s t r a t i v e  
O r d e r  103, a n d  H o u s e  B i l l  566 w h i c h  p a s s e d  l a s t  s e s s i o n .  T h e  
S E R C  is r e q u i r e d  b y  l a w  t o  r e v i e w  a n d  a p p r o v e  m e m b e r s h i p  on the 
LEPCs. T h e  H a z a r d o u s  S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l  
w a s  e s t a b l i s h e d  w i t h i n  t h e  S E R C  b y  H B  566. S e v e n  o f  its n i n e  
m e m b e r s  a r e  a p p o i n t e d  b y  t h e  G o v e r n o r .

T h e  S E R C  a n d  L E P C s  h a v e  m a n y  p l a n n i n g  a n d  c o o r d i n a t i n g  
f u n c t i o n s  i m p o s e d  b y  f e d e r a l  a n d  r e c e n t l y  p a s s e d  s t a t e  s t a t u t e s  
(AS 4 6 . 1 3 ) .  H o w e v e r ,  n e i t h e r  h a s  a n y  d i r e c t  a d m i n i s t r a t i v e  
f u n c t i o n .  R e s p o n s e  t o  h a z a r d o u s  s u b s t a n c e  a n d  o i l  s p i l l  
i n c i d e n t s  r e m a i n s  t h e  r e s p o n s i b i l i t y  o f  D e p a r t m e n t  of 
E n v i r o n m e n t a l  C o n s e r v a t i o n  ( D E C ) , t h e  D e p a r t m e n t  o f  M i l i t a r y  
a n d  V e t e r a n s  A f f a i r s  ( D M V A ) , a n d  o t h e r  local, st a t e ,  a n d  
f e d e r a l  a g e n c i e s .

F o r  SERC, t h e  LEP C s ,  a n d  t h e  C o u n c i l  t o  b e  e f f e c t i v e  in t h e i r  
m i s s i o n ,  t h e r e  m u s t  b e  a l a r g e  p o o l  of p o t e n t i a l  m e m b e r s  
r e p r e s e n t i n g  t h e  v a r i o u s  r o l e s  a n d  e x p e r t i s e  n e c e s s a r y  t o  
p r e p a r e  an  e m e r g e n c y  r e s p o n s e  p l a n  f o r  h a z a r d o u s  s u b s t a n c e  and 
oil s p i l l  i n c i d e n t s .  T h i s  is e s p e c i a l l y  t r u e  a t  t h e  l o c a l  
level. S E R C  p o l i c y  h a s  e n c o u r a g e d  L E P C s  t o  e s t a b l i s h  s t r o n g  
t i e s  w ith, a n d  e v e n  o r g a n i z e  u n d e r  t h e  a u s p i c e s  of, a local 
g o v e r n m e n t  a n d  t h e  s t r i v e  f o r  t h e  b r o a d e s t  p o s s i b l e  
r e p r e s e n t a t i o n  o n  t h e  c o m m i t t e e .  In m a n y  c a s e s ,  L E P C  
m e m b e r s h i p  e x c e e d s  t h e  m i n i m u m  n u m b e r  o f  p a r t i c i p a n t s  m a n d a t e d  

b y  s t a t e  a n d  f e d e r a l  law.
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T h i s  p o l i c y  e n c o u r a g e s  t h e  level of p u b l i c  p a r t i c i p a t i o n  
n e c e s s a r y  t o  e f f e c t i v e l y  c a r r y  o u t  t h e  g o a l s  of S A R A  T i t l e  III 
a n d  H B  566. H o w e v e r ,  it is j e o p a r d i z e d  b y  g r o w i n g  f e ars on the 
p a r t  o f  t h e  l o c a l  g o v e r n m e n t s  a n d  t h e  L E P C  m e m b e r s  a b o u t  what, 
if any, l i a b i l i t y  m a y  b e  a t t a c h e d  t o  m e m b e r s h i p  on an LEPC.
T h i s  u n c e r t a i n t y  n o w  e x t e n d s  to t h e  S E R C  m e m b e r s  as w e l l  a n d  
i m p e d e s  our a b i l i t y  t o  a c c o m p l i s h  o u r  s t a t u t o r y  d u t i e s .
A l t h o u g h  m e m b e r s  of  t h e  C o u n c i l  h a v e  n o t  y e t  b e e n  a p p o i n t e d ,  it 
is r e a s o n a b l e  t o  a s s u m e  t h e  s a m e  q u e s t i o n s  w i l l  a r i s e  in 
r e l a t i o n  t o  its a c t i v i t i e s  a n d  m e m b e r s .  T h i s  c o n c e r n  m a y  
r e s u l t  in s o m e  c a n d i d a t e s  b e i n g  u n w i l l i n g  to  a c c e p t  a p p o i n t m e n t  
w i t h o u t  r e a s s u r a n c e  a b o u t  t h e  d e g r e e  of  p o t e n t i a l  l i a b i l i t y  
t h e y  m a y  b e  a s s u m i n g .

B e f o r e  n a r r o w i n g  t h i s  r e q u e s t  to t h e  s p e c i f i c  q u e s t i o n s ,  I w a n t  
y o u  t o  k n o w  t h a t  I a p p r e c i a t e  t h e  l i k e l i h o o d  t h a t  m o s t  f e a r  of 
l i a b i l i t y  is h y p o t h e t i c a l .  H o w e v e r ,  t h e  f e a r  is r e a l  a n d  no 
o n e  w a n t s  to  t a k e  a n y  s i g n i f i c a n t  c h a nce, o r  p e r h a p s  e v e n  a 
s l i g h t  c h a n c e ,  of  b e i n g  s u e d  for d a m a g e s  a s s o c i a t e d  w i t h  a 
h a z a r d o u s  s u b s t a n c e  o r  oil s p i l l  i n c i d e n t .  T h e  c o s t  of d e f e n s e  
a lone, a s  w e  w e l l  k n o w  c o u l d  b a n k r u p t  a n y o n e .

S p e c i f i c a l l y  o u r  q u e s t i o n s  are:

1. W h a t  l i a b i l i t y ,  if any, m a y  e x i s t  f o r  t h e  S E R C  o r  the 
C o u n c i l  as s t a t e  a g e n c i e s  o r  e n t i t i e s ?

2. W h a t  l i a b i l i t y ,  i f  any, d o  t h e  m e m b e r s  o f  t h e  S E R C  
a c c r u e  d u e  t o  t h e i r  a c t i v i t i e s ,  o r  i n a c t i v i t y ,  as S E R C  
m e m b e r s ?  I f  t h e r e  is l i a b i l i t y ,  w i l l  t h e  s t a t e  
r e p r e s e n t  a n d  i n d e m n i f y  t h e  m e m b e r s  s h o u l d  a n  a w a r d
b e  m a d e ?  (It is i m p o r t a n t  t o  r e m e m b e r  t h a t  s o m e  
m e m b e r s  a r e  a p p o i n t e d  t o  r e p r e s e n t  b u s i n e s s ,  l o cal 
g o v e r n m e n t s ,  a n d  o t h e r  s p e c i f i c  i n t e r e s t s . )

3. I f  t h e  s t a t e  w i l l  r e p r e s e n t  a n d  i n d e m n i f y  t h e  S E R C  
m e m b e r s ,  a r e  t h e r e  a n y  limits, (for e x a m p l e  g r o s s  
n e g l i g e n c e  o r  i n t e n t i o n a l  a c t s ) ?  If t h e r e  a r e  s u c h  
l i m i t s ,  p l e a s e  g i v e  e x a m p l e s  o f  w h a t  m a y  c o n s t i t u t e  
s u c h  acts.

4. Q u e s t i o n s  2 a n d  3 a l s o  p e r t a i n  t o  t h e  H a z a r d o u s  
S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l  a n d  its 
m e m b e r s .

5. W h e r e  a n  L E P C  is f o r m e d  u n d e r  t h e  a u s p i c e s  o f  a local 
g o v e r n m e n t ,  d o e s  t h e  l o c a l  g o v e r n m e n t  r u n  t h e  r i s k  of  
l i a b i l i t y ?

6. W h a t  a r e  t h e  l i a b i l i t y  r i s k s  to  a n  L E P C  :>r its 
i n d i v i d u a l  m e m b e r s ?
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7. If t h e r e  a r e  l i a b i l i t y  r i s k s  a s s o c i a t e d  w i t h
a c t i v i t i e s  o f  an LEPC, w i l l  t h e  S t a t e  r e p r e s e n t  and 
i n d e m n i f y  t h e  LEPC, t h e  l o cal g o v e r n m e n t  u n d e r  w h i c h  
it is f o r m e d ,  a n d  its m e m b e r s ?  A r e  t h e r e  l i m i t s  to the 
c o v e r a g e  f o r  g r o s s  n e g l i g e n c e  or i n t e n t i o n a l  a c t s ?  If 
s o  w h a t  a r e  e x a m p l e s  of a c t s  t h a t  m i g h t  t r i g g e r  a 
l i m i t a t i o n  o n  c o v e r a g e .

I h a v e  n o t  t r i e d  t o  l i s t  t h e  d u t i e s  of t h e  SERC, L E P C s  or 
C o u n c i l ,  a l t h o u g h  it is a p p a r e n t  t h a t  t h e  a n s w e r s  t o  t h e  
q u e s t i o n s  a r e  d r i v e n  b y  t h e  d u t ies. T h e  b e s t  s o u r c e  is the 
la w s  t h e m s e l v e s ,  e s p e c i a l l y  s i n c e  S A R A  T i t l e  III is s t i l l  
r e l a t i v e l y  n e w  a n d  H B  566 w a s  j u s t  p "’'"'— 3 b y  t h e  G o v e r n o r .

S h o u l d  y o u r  r e v i e w  s u g g e s t  t h e r e  is ahy s i g n i f i c a n t  r i s k  of 
l i a b i l i t y  f o r  t h e  m e m b e r s  of a n y  of t h e s e  t h r e e  e n t i t i e s ,  
e s p e c i a l l y  if t h e  s t a t e  w i l l  not f u l l y  r e p r e s e n t  a n d  i n d e m n i f y  
them, I w o u l d  a p p r e c i a t e  s u g g e s t i o n s  for a l e g i s l a t i v e  " f i x " r j  
T h e  g o a l s  o f  S A R A  T i t l e  III a n d  H B  566 c a n n o t  b e  m e t  if the 
p a r t i c i p a n t s  in t h e  a c t i v i t i e s ,  l o c a l  g o v e r n m e n t s ,  o r  t h e  S t a t e  
a r e  s u b j e c t  t o  l i a b i l i t y  for t h e i r  p a r t i c i p a t i o n .

T h e r e  a r e  v o l u m i n o u s  m a t e r i a l s  c o n c e r n i n g  S E R C  a n d  S A R A  T i t l e  
III t h a t  m a y  b e  r e l e v a n t  t o  l i a b i l i t y  issues. A n  a t t a c h e d  
D e c e m b e r  28, 1 17, m e m o  f r o m  a K e n t u c k y  A s s i s t a n t  A t t o r n e y
G e n e r a l  m a y  b e  p a r t i c u l a r l y  h e l p f u l .  A l s o  a t t a c h e d  a r e  m e m o s  
f r o m  t w o  L E P C  c h a i r s  e x p r e s s i n g  t h e i r  l i a b i l i t y  c o n c e r n s .

P l e a s e  fe e l  f r e e  t o  c o n t a c t  m e  c r  C a m i l l e  S t e p h e n s  o f  D E C ' s  
S p i l l  P r e v e n t i o n ,  P l a n n i n g  a n d  M a n a g e m e n t  s t a f f  a t  4 6 5 - 2 6 3 0 .

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

A t t a c h m e n t s
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TO:

FROM:

RE:

M E M O R A N D U M

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

G R E G  H O L M E S ,  A S S I S T A N T  A T T O R N E Y  G E N E R A L  %

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

DATE: D E C E M B E R  28, 1987

At  y o u r  r e q u e s t  I h a v e  p r e p a r e d  the f o l l o w i n g  a s s e s s m e n t  
of the p o t e n t i a l  l i a b i l i t y  of the s t a t e  c o m m i s s i o n  a n d  t h e  local 
c o m m i t t e e s  a p p o i n t e d  p u r s u a n t  to T i t l e  III of t h e  S u p e r  Fu n d  
A m e n d m e n t s  a n d  R e a u t h o r i z a t i o n  A c t  of 1986 ( h e r e i n a f t e r  "SARA"). 
T h i s  a s s e s s m e n t  c o n s t i t u t e s  m y  l e g a l  o p i n i o n  b a s e d  on an  a n a l y s i s  
of e x i s t i n g  s t a t u t e s  and c a s e  law.

T h e  p o t e n t i a l  l i a b i l i t y  of t h e  c o m m i s s i o n  or c o m m i t t e e  
m u s t  be t h o u g h t  of in t w o  d i s t i n c t  w a ys: t h e  l i a b i l i t y  of the
c o m m i s s i o n  or c o m m i t t e e  i t s e l f  a n d  t h e  l i a b i l i t y  of t h e  i n d i v i­
dua l  c o m m i s s i o n e r s  or c o m m i t t e e  m a m b e r s .  It a p p e a r s  t h a t  the 
c o m m i s s i o n  or c o m m i t t e e  i t s e l f  w i l l  n o t  be l i a b l e  u n l e s s  it f a i l s  
to c o m p l y  w i t h  a m a n d a t o r y  r e q u i r e m e n t  s p e l l e d  o u t  in T i t l e  III 
of SARA. F o r  e x a m p l e ,  s h o u l d  t h e  c o m m i s s i o n  or  a c o m m i t t e e  fail 

• to c o m p l y  w i t h  t h e  t i m e  t a b l e  m a n d a t e d  in the f e d e r a l  s t a t u t e ,  
a n d  s h o u l d  a n y  f u t u r e  d a m a g e s  to a n y  p e r s o n  or c o m p a n y  a c c r u e  
f r o m  s u c h  f a i l u r e ,  t h e r e  c o u l d  be p o t e n t i a l  l i a b i l i t y  u n d e r  the 
p r o v i s i o n s  of T i t l e  III. T i t l e  III d o e s  a u t h o r i z e  p e r s o n s  to 
s e e k  i n j u n c t i v e  r e l i e f  ( t hat is o r d e r s  f r o m  t h e  f e d e r a l  c o u r t s  • 
r e q u i r i n g  t h e  c o m m i s s i o n  or c o m m i t t e e  to u n d e r t a k e  a m a n d a t e d  
a c t i v i t y  or to r e f r a i n  f r o m  a f o r b i d d e n  a c t i v i t y )  in m a t t e r s  
c o n c e r n i n g  t h e  e n f o r c e m e n t  of t h e  p r o v i s i o n s  of t h e  s t a t u t e .

W i t h  r e g a r d  t o  t h e  p o t e n t i a l  l i a b i l i t y  of i n d i v i d u a l  
c o m m i s s i o n  or c o m m i t t e e  m e m b e r s ,  all a t t o r n e y s  w i t h  w h o m  I h a v e  
s p o k e n  as w e l l  as m y  o w n  r e s e a r c h  i n d i c a t e  t h a t  w h i l e  w e  c a n n o t  
be c e r t a i n ,  it a p p e a r s  at t h i s  p o i n t  t h a t  i n d i v i d u a l  c o m m i s s i o n  
and c o m m i t t e e  m e m b e r s  w o u l d  n o t  be l i a b l e  u n l e s s :  a) t h e y  fail to 
c o m p l y  w i t h  the m a n d a t e d  r e q u i r e m e n t  as d i s c u s s e d  in t h e  p a r a­
g r a p h  a b o v e ?  a n d  b) s u c h  f a i l u r e  w a s  d u e  to g r o s s  n e g l i g e n c e  or 
w i l l f u l  m i s c o n d u c t .

F i n a l l y ,  it is i m p o r t a n t  to n o t e  t h a t  c o m m i s s i o n  and 
c o m m i t t e e  m e m b e r s ,  b e i n g  a p p o i n t e d  p u r s u a n t  to s t a t e  l a w  to c a r r y  
o u t  s t a t e - m a n d a t e d  f u n c t i o n s ,  are a g e n t s  of t h e  s t a t e  w i t h  all 
t h e  a t t e n d a n t  i m m u n i t i e s  f r o m  l i a b i l i t y  c o n f e r r e d  by l a w  u p o n  
a p p o i n t e e s  t o  o t h e r  s t a t e  b o a r d s ,  c o m m i s s i o n s ,  a n d  a g e n c i e s .



\ORTH SLOPE BOROUGH
BARROW GAS FIELD DEVELOPMENT PROJECT 
P.O. Box 1120 Barrow , Alaska 99723 . Phone: 907-852-7779 

Fax 907-852-8971

A p r i l  3, 1990

Ms. L i n d a  V a n  H o u t e n
S A R A  T i t l e  111 C o o r d i n a t o r
D e p a r t m e n t  of E n v i r o n m e n t a l  C o n s e r v a t i o n
P.O. B o x  0
J u n e a u ,  A l a s k a  9 9 8 1 1 - 1 8 0 0

D e a r  Ms. V a n  H o u t e n ?

T h e  P r u d h o e  B a y  A r e a  L E P C  m e m b e r s h i p  is c o n c e r n e d  a b o u t  t h e  ar e a  
o f  l i a b i l i t y  in r e g a r d s  to t h e i r  p a r t i c i p a t i o n  a n d  a c t i v i t y
w i t h i n  t h e  f r a m e w o r k  of t h e  LEPC.

As  c o o r d i n a t o r ,  I h a v e  b e e n  r e q u e s t e d  to q u e r y  S E R C  and r e l a y  a
r e s p o n s e  r e g a r d i n g  p o t e n t i a l  l i a b i l i t y  in t h e  f o l l o w i n g  ar e a s :

1. W h a t  is t h e  n a t u r e  o f  l i a b i l i t y  c o v e r a g e  for L E P C  m e m b e r s ?
2. W h a t  is t h e  e x t e n t  o f  l i a b i l i t y  c o v e r a g e ?
3. W h o  is r e s p o n s i b l e  f o r  l i a b i l i t y  c o v e r a g e  for m e m b e r s ?
4. W h e n  is t h e  m e m b e r s h i p  c o v e r e d  a n d  h o w ?
5. I s  t h e  m e m b e r s h i p  c o v e r e d  p r o f e s s i o n a l l y  and p e r s o n a l l y ?
6. I s  t h e  m e m b e r s h i p  c o v e r e d  a g a i n s t  c i v i l  o r  c r i m i n a l

l i a b i l i t y ?  ., ,.

I u n d e r s t a n d  t h a t  t h e  q u e s t i o n  o f  l i a b i l i t y  for L E P C  m e m b e r s h i p  
is a n  a r e a  y e t  t o  be c o m p l e t e l y  c l a r i f i e d .  H o w e v e r ,  the s u b j e c t  
r e m a i n s  a t i m e l y  c o n c e r n  f o r  t h e  P r u d h o e  B a y  A r e a  m e m b e r s h i p .  I
a p p r e c i a t e  y o u r  a d d r e s s  t o  t h i s  topic. O u r  n e x t  m e e t i n g  is
s c h e d u l e d  for A p r i l  23, 1990. If y o u r  s c h e d u l e  p e r m i t s ,  p l e a s e
r e s p o n d  b e f o r e  t h i s  date. If I c a n  be o f  f u r t h e r  a s s i s t a n c e  to 
you, p l e a s e  c o n t a c t  me at  y o u r  c o n v e n i e n c e ,  8 5 2 - 2 6 1 1 ,  ext. 247.

T.R.
C o o r d i n a t o r ,  P r u d h o e  Bay A r e a  L E P C

cc: D a v i d  M c D o w e l l
D i v i s i o n  of E m e r g e n c y  S e r v i c e s



TO: Commissioner Dennis Kelso, Chair
State Emergency Response Commission

i
FROM: ; Steven O'Connor, Interim Chair

, Kenai Peninsula Local Emergency Planning CommitteeI
i

SUEJ: • LEPC Budget and concerns 

DATE: i January 10, 1990

The Kenai Peninsula Local Emergency Planning Committee would like to
submit a draft budget for consideration by the State Emergency Response
Commission, This budget is just a preliminary draft as we have not had time
to develop a workplan. As soon as the workplan is complete we will have a
better idea of our fiscal needs.»

Our LEPC has met and established a steering committee to draft byiaws and 
look at short term work objectives. The next full meeting of the Kenai Peninsula 
LEPC is scheduled for January 22, 1990. At that meeting the draft bylaws will 
be presented for consideration along with this budget. Dave McDowell is also 
scheduled to review the SERC workplan with the group with an emphasis on 
how the SERC workplan will provide guidance for the development of our local 
workplan; I have attached an agenda for your consideration.

Also attached are some concerns that have come up that the LEPC would 
appreciate your office or the State Emergency Response Commission 
addressing for us. These questions may have already been addressed in 
other areas. If you have any questions to clarify the attached questions please 
feel free to call Ross Kinney, Finance Director or Phil Reeves, Assistant 
Borough jAttorney for the Kenai Peninsula Borough at 262-4441.

I
Ai this time I intend to be present at the SERC meeting scheduled for January 
12,1990 ito answer any questions. Thank you for your time and consideration.

i
Sincerely,

lm ' /
‘-'Steven O'Connor, Intenm Chair 
Kenai Peninsula Local Emergency 
Planning ICommitlee

cc: Linda VanHouten 
cc: Dav^ McDowell

e n c l o s u r e s  (5)



•'N

; QUESTIONS FOR SERC REGARDING LEPC FINANCING
! AND LIABILITIES OF MEMBERS OF A LEPC
i

1. . W i l l  t h e  S E R C  a c c o u n t  f o r  and a l l o c a t e  
f u n d i n g / e x p e n d i t u r e s  of t h e  L E P C 1s or w i l l  t h e  L E P C ' s  c o n t r o l  
t h e i r  o w n  f i n a n c e s ?  If t h e  latter, we p r o p o s e  t h a t  t h e  B o r o u g h  
a d m i n i s t e r  L E P C  f i n a n c e s  as an a g e n c y  fund? i.e., a c c o u n t  f o r  
r e c e i p t s  a n d  d i s b u r s e m e n t s  of f u n d s  b a s e d  o n  t h e  L E P C s  b u d g e t  
w h i c h  r e m a i n s  u n d e r  t h e  L E P C s  d i s c r e t i o n  a n d  c o n t r o l .  T h i s  wi l l  
a l l o w  t h e  L E P C  t o  m e e t  t h e  S t a t e  a n d  F e d e r a l  s i n g l e - a u d i t  
r e q u i r e m e n t s  w i t h o u t  a d d i t i o n a l  e x pense.

iI
2.= L E P C  m e m b e r s  a r e  a p p a r e n t l y  c o v e r e d  b y  t h -  S t a t e  of 

A l a s k a  w o r k m e n ' s  c o m p e n s a t i o n  c o v e r a g e  u n d e r  AS 23.30.2-i2. Wi l l  
v o l u n t e e r  s u b c o m m i t t e e  m e m b e r s  of t h e  L E P C  w h o  a r e  n o t  L E P C  
m e m b e r s : a p p r o v e d  b y  the S t a t e  be c o v e r e d  b y  S t a t e  w o r k e r ’s c o m p  
p o l i c i e s ,  and w h a t  w i l l  b e  the p r o c e d u r e  f o r  n o t i f i c a t i o n  a n d  
a c c e p t a n c e  of s u c h  s u b c o m m i t t e e  m e m b e r s  b y  t h e  C E R C  f o r  s u c h  
c o m p e n s a t i o n  c o v e r a g e ?

iI
3.' A r e  L E P C  m e m b e r s  ( a n d  s u b c o m m i t t e e  m e m b e r s )  c o v e r e d  

u n d e r  t h e  S t a t e ' s  g e n e r a l  l i a b i l i t y  c o v e r a g e  p a r t i c u l a r l y  f o r  
a u t o m o b i l e  l i a b i l i t y ?  A r e  t h e r e  a n y  p a r t i c u l a r  i n s u r a n c e  
r e q u i r e m e n t s  w h i c h  t h e  S t a t e  w i l l  i m p o s e  u p o n  L E P C  a n d  
s u b c o m m i t t e e  m e m b e r s  f o r  u t i l i z a t i o n  of  t h e i r  p e r s o n a l  
a u t o m o b i l e s  i n  c o n n e c t i o n  w i t h  t h e i r  L E P C  s e r v i c e ?

J
4.! A r e  L E P C  m e m b e r s  c o v e r e d  b y  a n y  s t a t e  p u b l i c  o f f i c i a l s  

l i a b i l i t y  c o v e r a g e ?  W i l l  t h e  S t a t e  c o m m i t  t o  p r o v i d i n g  l e g a l  
d e f e n s e j  f o r  L E P C  m e m b e r s  i n  t h e  e v e n t  t h e y  a r e  n a m e d  d e f e n d a n t  in 
a l e g a l  I a c t i o n  b a s e d  u o o n  t h e i r  L E P C  s e r v i c e ?i

C o m m e n t . A S  0 9 . 5 0 . 2 5 0  p r o v i d e s  i m m u n i t y  f o r  t h e  S t a t e  and 
i t s  a g e n c i e s  f r o m  t o r t  a c t i o n s  a r i s i n g  f r o m  d i s c r e t i o n a r y  
a c t i v i t i e s .  T h i s  is o b v i o u s l y  a l i m i t e d  i m m u n i t y ,  a n d  o u r  
B o r o u g h ; R i s k  .Management p o l i c y  is t o  i n s u r e  o u r  e l e c t e d  o f f i c i a l s  
w h o  a r e ; c o v e r e d  b y  a s i m i l a r  (but b r o a d e r )  m u n i c i p a l  i m m u n i t y  
u n d e r  A S  0 9 . 6 5 . 0 7 0 .  A S  2 6 . 2 0 . 1 4 0  p r o v i d e s  a m u c h  b r o a d e r  
i m m u n i t y  f o r  t h e  S t a t e ,  i t s  a g e n t s  a n d  r e p r e s e n t a t i v e s  i n  
a c t i v i t i e s  u n d e r  t h a t  c h a p t e r  o n  c i v i l  d e f e n s e .  T h e r e  i s  n o  
s i m i l a r ; i m m u n i t y  p r o v i d e d  u n d e r  AS 2 6 . 2 3  w h i c h  i s  t h e  A l a s k a  
D i s a s t e r  A c t .  W h i l e  w e  a r e  a w a r e  t h a t  s o m e  p e o p l e  h a v e  c i t e d  A S  
2 6 . 2 0 . 1 4 0  i n  d i s c u s s i n g  i m m u n i t y  p r o v i s i o n s  f o r  d i s a s t e r  a c t i o n s ,  
w e  q u e s t i o n  t h i s  i n t e r p r e t a t i o n  p a r t i c u l a r l y  c o n s i d e r i n g  A S  
2 6 . 2 3 . 2 1 0  .which s e t s  o u t  t h e  r e l a t i o n s h i p  o f  t h e  A l a s k a  D i s a s t e r  
A c t  t o  t h e  c i v i l  d e f e n s e  s t a t u t e  b y  s t a t i n g :  " T h e  A l a s k a  c i v i l
d e f er.se| s t a t u r e  (AS 2 6 . 2 0 ) ,  a p p l i e s  t o  p r e p a r e d n e s s ,  r e s p o n s e ,  
a n d  r e c o v e r y  f r o m  d i s a s t e r s  c a u s e d  b y  e n e m y  a t t a c k  a n d  o t h e r  
h o s t i l e j m i l i t a r y  o r  p a r a m i l i t a r y  action. 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 ; [ A S  2 6 . 2 3 ) ,  o t h e r  t h a n  AS  2 6 . 2 3 . 1 3 0 ,  a p p l y  t o  
p r e p a r e d n e s s ,  r e s p o n s e ,  a n d  r e c o v e r y  in  c a s e s  o f  n a t u r a l  a n d  
n o n m i i i t a r y  m a n - m a d e  d i s a s t e r s . "  I t  w o u l d  s e e m  t h a t  AS 2 6 . 2 3 . 2 1 0  
e x p r e s s l y  d e n i e s  a p p l i c a t i o n  o f  AS 2 6 , 2 0 . 1 4 0  i m m u n i t i e s  to  
a c t i o n s | u n d e r t a k e n  u n d e r  A S  C h a p t e r  26.23.



§ 23.30.241 A l a s k a  S t a t l t t s 8 22.30.242

corporation, is as employee o f the corporation under th is chapter. Kow- 
ever, an axecunve officer of a corporation may waive coverage under 
th is chapter, subject to the approval of the 'comm issioner of labor, 
no tw iths tand ing AS 23.30.245(b). Notw iths tand ing any other p rov i­
sion o f th is chapter, an executive officer of a mun ic ipa l corporation or 
of a charitable, re lig ious , educational, or other nonpro fit corporation 
may be brought w ith in  the coverage of its insurance contract by the 
corporation by specifica lly in c lud ing the officer in the contract of in su r­
ance. .The election to b ring an executive ofTicer w ith in the coverage 
continues in force fo r the period the contract o f insurance is in effect. 
During- th a t period an executive officer brough t w ith in  the coverage of 
the insurance con tract is an employee of the corporation under this 
chapter. (§ 2(8) ch 193 SLA 1959; am ch 148 SLA 1962)

; N OTES TO DECISIONS

R u le d  is  Gordo:: v. BurpeJJ Cooitr. 
Co.. Sup. CX Op. No. 401 (File No, 716), 
425 P.2d 602 (1S67).

Cited io Gordon v. Bures** C ontn . Co., 
Sup. Cl. Op. No. 401 (Fils No. 716). 425 
P.21 602 OB67).

Collateral references. — SI Am. Jar.
2d, W orkmen's Compensation. { 177.

I
Sec. 23.30.241. S pec ia l o ff ic e rs as employees, (a) A special om« 

cer appointed under AS 18.65.010(a) is considered an employee under 
th is chapter only when the person is ac tua lly tra ve lin g or wo rk ing as 
a special officer. The weekly wage earned in the special officer’s regu la r 
employment shall be used in computing the amount of compensation to 
be awarded. I f  a special officer has no regu la r employment, the m in i­
m um wage paid a fu ll- t im e state trooper sha ll be used in computing the 
amount of compensation to be awarded.
Cd) Annua l appropria tions to fund the coverage provided for in (a) of 

th is section shall be provided for in the budget of the Departm ent of 
Public Safety. (5 1 ch 6 SLA 1978)

■1 Sec.: 23.30-242?) M em be rs o f sta te b o a rd s and comm iss ion s as 
em n jovees . la j A  member of a state board or commission is considered 
an employee under th is chapter only wh ile the member is actua lly 
trave ling or wo rk ing as a member of the board or commission. The 
maxim um weekly wage shall be used in computing the amount o f 
compensation to be awarded.
Co) Annua l appropria tions to fund the coverage provided fo r in (a) of 
section shall be provided fo r in the budget o f the Office o f the

Governor. (§ 1 ch 105 SLA 1969; am § 54 ch 69 SLA 1970)

232
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1. R e c i t a l s

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

c o n t r i b u t e  t h e i r  t i m e  a n d  s e r v i c e  to t h e  S t a t e  E m e r g e n c y  R e s p o n s e  

C o m m i s s i o n  ("SERC") , L o c a l  E m e r g e n c y  P l a n n i n g  C o m m i t t e e s  ("LEPCs") , 

a n d  t h e  H a z a r d o u s  S u b s t a n c e  S p i l l  T e c h n o l o g y  R e v i e w  C o u n c i l  

( " H S S T R C " ) . B y  p r o v i d i n g  p r o t e c t i o n  a g a i n s t  l i a b i l i t y  costs, t h i s  

m e m o r a n d u m  o f  a g r e e m e n t  is i n t e n d e d  as an i n t e r i m  m e t h o d  of 

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

t h e  SERC, L E P C s ,  a n d  t h e  H S S T R C .  T h i s  a g r e e m e n t  is e n t e r e d  i n t o  

b e t w e e n  t h e  D e p a r t m e n t  o f  Law, t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t  in 

t h e  D e p a r t m e n t  of  A d m i n i s t r a t i o n ,  a n d  t h e  C o m m i s s i o n e r  of 

E n v i r o n m e n t a l  C o n s e r v a t i o n  o n  b e h a l f  o f  t h e  SERC, LE P C s ,  a n d  t h e  

H S S T R C .

2. S t a t e  D e f e n s e  of C l a i m s

T h e  S t a t e  o f  A l a s k a  (State) a g r e e s  to  d e f e n d  t h e  S E R C  a n d  

it m e m b e r s ,  S E R C - a p p r o v e d  L E P C s  a n d  t h e i r  m e m b e r s ,  a n d  t h e  H S S T R C  

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

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

s t a t u t o r i l y  a u t h o r i z e d  a c t i v i t i e s  on  b e h a l f  o f  t h e  SERC, S E R C -  

a p p r o v e d  L E P C s ,  a n d  t h e  H S S T R C .  W h e n  d e f e n s e  is p r o v i d e d  u n d e r  

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

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

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

of t h e  D i v i s i o n  o f  R i s k  M a n a g e m e n t .

3. I n d e m n i f i c a t i o n

T h e  S t a t e  a g r e e s  t o  i n d e m n i f y  t h e  SERC, S E R C - a p p r o v e d  

L EPCs, t h e  H S S T R C ,  a n d  t h e i r  m e m b e r s  f o r  n o n - i n s u r e d  j u d g m e n t s  

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

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

SERC, S E R C - a p p r o v e d  LEPCs, t h e  H S S T R C ,  e x c e p t  t h a t  t h e  S t a t e  w i l l  

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

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

4. D e f i n i t i o n  o f  N o n - I n s u r e d  C l a i m s  a n d  J u d g m e n t s

As  u s e d  in t h i s  a g r e e m e n t ,  " n o n - i n s u r e d  c l a i m s "  a n d  

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

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

c o v e r e d  b y  t h i s  a g r e e m e n t  o r  a m e m b e r ' s  e m p l o y e r  is n o t  p r o t e c t e d  

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

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

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

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

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

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

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

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

S t a t e  of A l a s k a ,  D i v i s i o n  of R i s k  M a n a g e m e n t  w i t h i n  30 d a y s  of 

k n o w l e d g e  or  r e c e i p t  of  a c l a i m .

5 .

6. C o n d i t i o n s

T h e  S t a t e  w i l l  a p p e a r  a n d  d e f e n d  a m e m b e r  or e n t i t y  

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

S t a t e  t h a t  t h e  c l a i m  d o e s  n o t  a r i s e  o u t  of  a c t s  o r  o m i s s i o n s  

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

a c t i v i t i e s  on  b e h a l f  o f  t h e  SERC, S E R C - a p p r o v e d  LEPCs, o r  t h e  

H S S T R C ,  o r  t h a t  t h e  a c t s  o r  o m i s s i o n s  c o m p l a i n e d  of  a m o u n t e d  t o  

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

r e j e c t  d e f e n s e  of  t h e  c l a i m .  T h e  S t a t e ' s  o b l i g a t i o n  t o  d e f e n d  a n d  

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

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

not, e x c e p t  at  t h e i r  o w n  c o s t ,  a d m i t  l i a b i l i t y ,  v o l u n t a r i l y  m a k e  

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

p r i o r  a p p r o v a l  o f  t h e  D i v i s i o n  o f  R i s k  Management,, F a i l u r e  to  

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

S t a t e ' s  p o s i t i o n ,  o r  f a i l u r e  t o  c o o p e r a t e  in d e f e n s e  v o i d s  t h e  

S t a t e ' s  o b l i g a t i o n s  u n d e r  t h i s  a g r e e m e n t .


