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ACTI ON NARRATI VE
TAPE 02-12, SIDE A
Number 001

#SB329

SB 329- ALLOW CDQ GROUPS TO HOLD ENTRY PERM TS

CHAI RVAN JOHN TORGERSON called the Senate Resources Conmttee
nmeeting to order at 3:35 p.m Senators WI ken, Stevens, Elton and
Chai rman Torgerson were present. Chairman Torgerson said the
commttee would have a quorumuntil 4:00 so it wouldn't be able
to nmove any bills today. He announced SB 329 to be up for
consi derati on.

M5. KELLY HUBER, staff to Senator Halford, sponsor of SB 329
expl ai ned:

SB 329 provides an additional tool to the comunity
devel opnent quota groups by allowing them to hold
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limted entry permts. Broadening the limted entry

permtting process creates a nechanismthat will allow
the CDQ groups to protect their own region and get
permts into smal | er comunities Wi t hin their
geogr aphic bounds. It's an effort to bring new jobs and
wages that will strengthen the economic well-being in
communities of Western Alaska. Should this bill becone
| aw, limted entry permts wuld be held by

i ndi viduals, CDQ groups, CFAB and other state |oan
prograns. The sponsor recognizes that this is the first
step in the process and wel conmes public conmment that
will be before you today and encourages changes that
will strengthen the bill and at the sane tine prevent
uni nt ended consequences.

MR. BRUCE TWOMLEY, Chai r man, Commer ci al Fisheries Entry
Comm ssion (CFEC), stated support for getting permts into the

hands of the local rural residents, but was against the bill in
its current form He stated, "I want to say that there's the
means to neet those goals under state law right now "

He explained that wunder the existing state comrercial |oan
program a special |oan program was created sone years ago by
Nel s Anderson for rural residents. It allows CDQ groups to

partner in the process to help get nore permts into the hands of
| ocal people. CDQ groups can actually pronote |ocal people for
the | oans and partner with the Division of Investnents. He noted:

The reason we feel conpelled to speak against the bil

basically cones down to two points. First, | think
there are some serious |legal issues raised by the bill
The bill would authorize CDQ organizations to hold

limted entry permts. Well, CDQ are entities that are
confined to certain |imted geographic areas in rural
Al aska. They're al so conposed entirely of Al aska Native
villages certified by the Secretary of Interior. This
is a very limted category of holders of limted entry
permts. It's wvery restrictive. | think you can
contrast it with the category that fornmerly governed
t he subsistence preference in Alaska. Under our state
constitution, a rural preference for subsistence was
struck down. Now, that's a very broad |argely open
category. The category being put forward in this bill
is much nore restrictive in terns of area and in terns
of the conposition of the groups that can hold limted
entry permts. The basic question | would want to raise
is how would you defend this new category under the
state constitution? I'mnot sure that can be done.
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The second question | want to raise is: why open the
holding of limted entry permts to entities at all?
The major step this bill takes would be to authorize an
entity, a corporation, to hold limted entry permts.
Going back to the tinme limted entry was created, one
of the fundanental purposes of the Act was to nmake sure
that limted fishing privileges could be held only by
real live individual fishermen. The notion was that
there was sone history of exploitation of Al askan
fi shernmen by corporations and other entities. The idea
was to help insulate Al askan fishermen from that by
giving them total control of their fishing privileges
so that they could conduct their own affairs, conduct
their own busi nesses, have sone bargai ni ng power in the
process. | would submt that in the future as we face
various dislocations for the industry trying to adjust
to a changing world market that preserving that
i ndi vidual place for Alaskans in the fishery remains
inportant; even though there may be any nunber of
creative ideas where people could get together wth
CDQs. CDQs could help open up new narkets. | think that
the individual fishernen need to remain in control of
their fishing rights so that they have sone bargaining
power in the process so they can preserve a place in
the process and not sinply becone an enployee of a
corporation. | think that 1issue remains inportant
t oday...

CHAI RVAN TORGERSON asked if other |oans are avail able to people.

MR. TWOMLEY reviewed his list. The State Comrercial Fishing Loan
Program has noney available in the Division of Investnents, which
has a special category to loan noney to rural residents for
limted entry permts. He stated:

There has been an upper limt on the anount of noney
that was available for those |oans and today, wth
depressed permt prices, permts for the first tine are
within reach of this |loan program It's called the Type
B Loan Program Now, that's coupled with an opportunity
for CDQ organizations to literally be a partner wth
the Division of Investnents. Al CDQ organi zations need
to do is deposit sonme nobney into an account where it
can sit and collect interest and have that noney
avai l abl e as | oan guarantees. From there they can work
together wth the Division of Investnents where
Division of Investnents does all the admnistrative
wor k, handl es the noney, all of the detail work and the
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opportunity for the local CDQ organization is to pick
good candidates for the loans - people they know can
succeed as fishernen. It's a nmuch better prospect than
having sonmeone in Juneau pick an applicant for a
| oan..They can al so pick people to stand in line to step
in and assume the loan in the event that there's a
failure of the original loan. It's an opportunity; it's
there right now and it doesn't require changing the
| aw.

CHAl RMAN TORGERSON asked if his technical concerns are small in
nat ur e.

MR. TWOMLEY replied a couple of themare small. Language on page
1, line 6 to 10, would authorize CDQ organizations to hold
interimuse permts and he assuned those were in open fisheries
as opposed to limted entry fisheries. That |anguage doesn't nake
sense since CDQ organizations can participate in open-to-entry
fisheries now. They sinply have to enploy a captain and a captain
can buy an interimuse permt to participate in those fisheries.
He remarked:

The only way this woul d make sense is if CDQ@ under the
bill would be in a position to conpete with individual
fishernmen for limted entry permts if the fishery goes
tolimted. That nay be the purpose of the bill because
at a later point inthe bill, page 7, lines 11 -13, the
wor di ng suggests that the CDQ itself could qualify for
alimted entry permt on initial issuance by the state
just as individual fishernmen can now. That was an issue
t hat concerned ne...

One has to contenplate that limted entry only survives
under the state constitution if it satisfies the two
specified constitutional purposes, one of them being
conservation of the fishery, the other one preventing
econom ¢ di stress anong fishernen. If you can't satisfy
those two provisions, the limted entry systemw | be
struck down and | can't see fromthe bill that it neets
ei ther of those standards.

3:47 p. m

SENATOR STEVENS asked why the sponsor statenment says that CFAB
and state | oan prograns woul d becone eligible under this bill

M5. HUBER responded, "The sponsor is just letting you know that

the CDQ groups would be anong the list that could hold, if the
bill passed, limted entry permts.”
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SENATOR STEVENS said that CFAB cannot hold a limted entry permt
ri ght now.

MR. TWOMLEY added that is true, but it has a security interest.

SENATOR STEVENS asked if he was saying that nothing right now
prevents a CDQ group from having secured interest on a | oan.

MR. TWOWLEY replied they have the opportunity to piggyback on top
of the State Division of Investnents Program now. They can do it
wi th CFAB, too.

SENATOR STEVENS said, in that case, the CDQ group is the
guarantor of the individual.

MR. TWOMLEY said that is correct. That hel ps nake the noney go
further and, in this case, it's in a program where no down
paynent is required. Basically, the loan program does all the
grunt work.

SENATOR STEVENS asked what the security would be for the CDQ
group.

MR. TWOMLEY answered that the permt, itself, wll be security.
The Division of Investnments and CFAB are authorized to actually
foreclose on a permt. He stated, "Under the schene, they
woul dn't necessarily have to do that because there could be
anot her |ocal person standing in line ready to assune the |oan
under this program They wouldn't necessarily |lose the permt
fromthe | ocal area.

SENATOR STEVENS asked how nmany |limted entry permts exist for
the sal non fishery now

MR. TWOMLEY replied that altogether there's about 14,000 permts.
Al askans hol d about 78% (11,000) of the permts overall. Rural
residents hold nore than half of the permts held by Al askans.

SENATOR STEVENS asked if he had a breakdown by region.

MR. TWOMLEY replied that it varies from fishery to fishery. In
the |ower Yukon, Norton Sound, and |ower Kuskokwim the
percentage of Al askans holding permts varies between 98 - 99%
Most of themare held by |ocal people. In Bristol Bay, 72% of the
setnet permts are held by Al askans and nore than half of those
are held by local Al askans. In the driftnet fishery a little nore
than 49% are Al askans, which is roughly the historic percentage
of Al askan/not Al askan participation in the fishery. Mire than
hal f of the permts held by Al askans are held by |ocal Al askans.
It's in excess of 450 drift permts.
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He said they tried to encourage people to establish a |ocal
permt brokerage to help them get limted entry permts. They
have been working with the CDQ and their representative, Robin
Samuel son, has told him that they are exploring the Kkind of
program he has suggested could be productive in the Bay.

3:53 p.m

MR. STEVE VWH TE, Assistant Attorney General, agreed with M.
Twom ey's conments, especially regarding the constitutiona
i ssues. He expl ai ned:

W have a constitutional problem because CDQ groups
have to be certified and one of the criteria is that
they have to be certified as a Native village under
ANCSA. The federal governnent is permtted under its
constitutional scheme to give preference based upon
Native issues, but the state constitution does not
allow us to do that unless we neet really strict
standards under our equal protection and our wuniform
application clauses. Essentially, our courts would say,
"What is the purpose for this type of schenme and if the
purpose is to return permts [indisc.], is there
another way to do that w thout establishing essentially
a racial classification or preference?” M. Twonl ey has
already said there are other ways to acconplish that.
So, | think this would be very vul nerable under our
state constitution.

Also, | think it could be challenged under the federa

constitution, because it would be giving not only a
preference to racial classification, but to Alaska
residents versus nonresidents who al so commercial fish

Then we get back to the whole privileges and imunities
cl ause problem that we're dealing with in the Carlson
case. W are actually vulnerable there, because not
only do the CDQ groups have to be Native village

certified, they have to be local residents - that is
Al askans. So Al askans woul d be given preference in this
schenme versus nonresidents. And even though | |ike that

i dea, the federal constitution has problens with it.

SENATOR ELTON said his nenory of the limted entry debate in the
early "70s is that the privilege of limted entry was to be
accorded to real people and not to corporations. That was based
on the state’s previous experience and the concerns many people
in the state had about processors accunul ating permts.
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MR WH TE said he wasn't sure of the constitutional history of
the amendnent that allowed limted entry, but he knew a |ot of
the inpetus behind it was to get the fishing industry away from
being owned by the processors, particularly the ones in Seattle
who had accunulated a Ilot of power through owning the
opportunities to fish and sharecropping them out to the
fi shermen.

SENATOR ELTON said he asked because this legislation is so
narromy drafted only one kind of an entity would be allowed to
accunul ate the permts froma very discreet region of the state.
He asked if that would be a problem

MR. WHI TE replied that he thought the | anguage was general enough
to pass that particular constitutional test. He thought the other
constitutional problens were a | ot nore severe.

MR. JEFF BUSH, Deputy Comm ssioner, Departnment of Community and
Econom ¢ Devel opnent (DCED), said he is also a nenber of the
state's CDQ team He stated:

In contrast to Bruce Twoml ey's position, our agency at
| east is supportive of the philosophy behind this
particul ar piece of l|egislation, but we share sone of
the sanme concerns in terns of the legal issues and
truly believe that those need to be addressed...

Excluding the | egal concerns or assum ng they could be
dealt with, our departnent at |east is supportive of
the concept of assisting CDQ groups, at least in terns
of if the overriding philosophy or purpose of this
| egislation as we wunderstand it is to essentially
assi st western Al askan conmunities in retaining permts
in the regions and allowng fishernen in those
particular communities to have nore opportunity than
they would otherwise to utilize those permts, naybe
we're only arguing here or disagreeing on how you
acconplish that.

MR. BUSH said he recognized the |egal concerns and woul d oppose
anything that would open up the limted entry program to |arger
entities or other entities like fish processors.

SENATOR ELTON said that CDQ groups are processors in a sense.

MR. BUSH responded that CDQ groups are in all cases nonprofit
corporations. Their nmenbers are the communities that they
represent specifically, they have to actually select their board
from the communities and as part of their businesses they do
pr ocessi ng.
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CHAI RVAN TORGERSON questioned how nmuch of a problem this is if
99% of the permits are already owned by | ocal rural residents. He
asked if that was his experience in dealing with CDQ groups.

MR. BUSH replied that in sone of the regions that is true, but
the Bristol Bay area it's not true; it's nore |ike 50/50. That
where the loss of permts from Al aska is occurring.

in
is

SENATOR STEVENS asked if this bill passes, whether each CDQ group
could owmn a permt in each [imted entry fishery.

MR. TWOMLEY said he thought that was a correct reading of the
bill.

SENATOR STEVENS noted that he thought there were about 26 |imted
entry fisheries.

MR. TWOMLEY said he thought it was intended that the CDQ group
could hold nore permts than one.

SENATOR STEVENS asked if the CDQ entity could only hold one
permt, would he still oppose the bill

MR. TWOMLEY said he was concerned about that as well as the broad
opportunities for an entity to hold limted entry permts. He
expl ai ned:

There are sone limted exceptions now for cost recovery
permts and educational permts in the Act, but there
is this basic bias in the Act fromthe beginning for, |
t hi nk, sound reasons that fishing privileges ought to
be restricted to real live individual fishermen and not
go to entities. I'"m kind of worried about opening the
door and the additional pressures that mght create for
nore entities to nove in and hold Ilimted entry
permts. Even if it's confined to CDQ holding limted
entry permts, even though CDQ@ are one of the best
things that has ever happened to Wstern Alaska, if
CDQs can hold limted entry permts. It does interpose
a corporation between a fisherman and the fisherman's
rights. That fisherman beconmes an enployee of the
corporation as opposed to sonebody who can nmake his or
her own deci sions about prosecuting a fishery. | would
be concerned about that.

CHAI RVAN TORGERSON asked if there was any cap they could put in
this bill to nake him feel nore confortable, |ike saying a CDQ
couldn't own nore than 10% of the permits available in the area,
if the legal issues were resolved.
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MR. TWOMWMLEY replied that he was concerned about the principle.

SENATOR STEVENS theorized that a CDQ group is given special
recognition in federal law and has benefits of certain state
|l aws, but it's not recognized in the [imted entry conmm ssion. He
asked M. Bush if CDQ groups can only invest in entities that
harvest fish

MR, BUSH said that is correct right now, but that provision is
under review by the North Pacific Fisheries Mnagenent Council

which mght possibly allow a small percentage of in-region
gener al econonm ¢ devel opnent investnents instead of just
fisheries.

MR, JERRY MCCUNE, United Fishernen of Al aska (UFA), said that UFA
doesn’t want to see any entity hold a permt, whether it's a CDQ
group or anything else. He said other processors in the state
woul d ove to own permits. He said when the limted entry | aw was
drafted, it was pretty smart to keep permts in individual’s
nanes so those permts wuld stay in Al aska. The biggest
opportunity that Bristol Bay has now is to start buying those
permts back, |like M. Twonl ey said.

MR. ROBERT HEYANO, Bristol Bay Economi c Devel opnent Council,
supported the concept of SB 329 and shared Conmm ssioner Twom ey's
concerns, but the Council feels the content of the bill is worth
pur sui ng.

MR. OLIVER HOLM Kodi ak, opposed SB 329. He thought there were
ot her nmethods to get permts into |ocal ownership in Bristol Bay.
He was concerned about the legal issues and keeping permts in
t he hands of i ndividuals.

MR. ALAN PARKS, Homer fisherman, shared a lot of the concerns
expressed about SB 329, including consolidation into entities
that would wultimately <control conmunities and independent
fishermen. He commented, "The protection of independent fishing
famlies is very inportant to the social structure and fabric of
our communities and our lives as fishernen..

MR. MALCOLM M LNE, Honer fisherman, opposed SB 329 for al
reasons al ready stated, especially those by M. Twonl ey.

MR. MAKO HAGGERTY, retired fisherman, said he would like to fish
again sonetinme, but bills like this make fishing for himin the

future look pretty dim He surmsed, "It seenms to nme like the
first step in turning fishing into an agribusiness and that, of
course, elimnates the individual fisherman, which is what | am

was, and will be."
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MR.  YAKOV REUTOV, Honer fisherman, opposed SB 329 for all the
reasons st ated.

CHAI RVAN TORGERSON said they would set the bill aside for further
wor K.
#

#HB206
CSHB 206(RLS)-LI M TED ENTRY FOR COW FI SHERI ES

CHAI RVAN TORGERSON announced HB 206 to be up for consideration

REPRESENTATI VE DREW SCALZI, sponsor of HB 206, said in 1996 or
1997 a noratorium was placed on the hair crab and weathervane
scallop fisheries and reauthorized a few years later. He
expl ai ned:

Under the direction of the legislature, the Comerci al
Fi sheries Entry Comm ssion was asked to come up with a
limted entry plan for these two fisheries. The CFEC
needed a different tool than was in the tool box to cone
up with a plan. Currently, our limted entry permts
must go to an entity, a person. Under this scenario, it
was not acceptable to create a limted entry plan for
these two fisheries that would not exacerbate the
problem If the limted entry system that we have
currently was used, the permts would have had to go to
nore than one vessel, because all vessels have up to
five different permt holders on them

These are Bering Sea fisheries and the owner is not
usually on board and under that scenario, you would
need multiple permts. That woul d have all owed too many
entrants into the fishery. So, the CFEC felt that if we
woul d nodify the systemwith HB 206 and all ow a vesse
based permt to take place, the vessels that were
involved in the fisheries for the last few years would

be the potential recipients of the limted entry
permts that would be made available. HB 206 changes
essentially the manner in which the limted entry
system can take place by attaching it to the vessel.
He said the bill had been nodified several tines, because
initially CFEC wanted a tool that could be utilized for other
fisheries. Because the bill allows an entity to be an owner of a

permt, they thought it best tolimt it to these two fisheries.

REPRESENTATI VE SCALZI said that initially, after the permt is
issued to the vessel, the next generation of ownership should go
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back to an entity. Because of the dynamcs of the Bering Sea
fisheries, they realized that the owners can't operate the
busi ness whil e being onboard and often are not there.

SENATOR STEVENS asked him to explain the concept of the Limted
Liability Partnership (LLP) versus a state permt and the issue
of why the state should let LLP participants in.

REPRESENTATI VE SCALZI answered after an incident when one scallop
vessel took the quota a few years ago, there was a drastic
neasure to put a noratorium on new entrants into the scallop
fishery. The LLP and the federal fisheries are separate, in that
[the LLP] applies to federal fisheries. This is for state managed
fisheries.

CHAI RVAN TORGERSON referred to Section 3, which deletes "scallop
fisheries" and inserts "fisheries." He asked what else this bil
woul d i nclude besides the scallop fishery.

REPRESENTATI VE SCALZI said this bill just applies to the scallop
and hair crab fisheries and that |anguage change was nade to be
consi stent wth another part of the bill

TAPE 02-12, SIDE B
M5. MARY MCDOWELL, Conmercial Fisheries Entry Conm ssion, said:

As the sponsor of the bill said, as far as the origins
of the bill, this is sonething the Conm ssion was
directed to do by the legislature specifically. There
was | anguage in the hair crab noratoriumbill asking us
to cone back to the legislature with |anguage that
would be generic. Oiginally that's what we were
requested to do - to conme up with a bill that would
create this alternative program that would be vessel
based, that could be used in fisheries that did not
|l end thenselves to effective limtation wunder our
current program

She explained that CSHB 206(RLS) is generic |legislation that
creates this program with specific criteria. The default is to
the original program unless the purposes of the Limted Entry
Act, conservation and avoi di ng econom c di stress anong fi shernen,
could not be net under the current program In that case, CFEC
could consider using this alternative program vessel based, to
limt that fishery. During considerable testinony in the House
Resources Committee, concerns were expressed about noving towards
the possibility of a limted entry program based on vessel
ownership and ownership by entities rather than by human beings.
She comment ed:
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The Comm ssion feels very strongly that we should
al ways use the person-based program when we possibly
can. That is sonething that has been very inportant to
the way Alaska manages its fisheries and enpowering
fi shernmen and so on and we are very supportive of doing
t hat whenever possible.

She said CFEC recogni zes that the state is faced wi th managi ng or
limting a few fisheries that just may not |end thenselves well
to limtation under their current program two exanples being the
weat hervane scal lop and hair crab fisheries. She noted:

These are very much unlike the kinds of fisheries the
state has had to |limt before. These are Bering Sea
fisheries, large boat, currently corporately owned and
for the nost part the owners are not on board. Most of
them are used by corporations and partnerships and use
hired skippers and relief skippers. There are a nunber
of different people running the boat over the course of
a season.

M5. MCDOWELL said that the House Resources Conmittee recognized
the need to have an alternative programin these two instances,

but it was not willing to create a generic tool that could be
used in any of the fisheries. Language in CSHB 206(RLS) stil
largely reflects the original generic bill, but has been

restricted to use in those two fisheries only. She stated:

The question that arose a few mnutes ago on page 9
about "scallop fisheries”" being broadened to "a
fishery" was in the original generic bill, but still
makes sense to include here. This is just to make it
clear in statute that when the state has an opportunity
to nmanage a fishery that the feds are wlling to
del egate nmanagenent to the state to run, that we have
clear statutory authority to accept that. | think it
has al ways been the state's position that we should
manage whatever fisheries we can and in sone instances,
the North Pacific Council and the federal governnent
are willing to turn over managenent of a fishery to the
state. So, this is to make sure that generic |anguage
isin there for the state to accept that.

She said that phrase really doesn't have much to do with CFEC
but rather with state managenent of a fishery through ADF&G

SENATOR STEVENS asked how many weat hervane scallop permts would
be issued with this |egislation.

SENATE RES COW TTEE -15- March 20, 2002



M5. MCDONELL answer ed:

| guess it's inportant to start by recognizing that
this bill doesn't limt either of those fisheries. It
will only give us the ability if and when we were going
to limt those, to use this alternative program if
necessary. So we haven't done the research to know how
we would limt these two fisheries. | think under the
noratoriumthere are 21 boats for scallops and only one
for hair crab.

SENATOR STEVENS asked if this franework neets the noratorium
requi renent and when it sunsets.

M5. MCDOWELL replied that the hair crab noratorium sunsets in
2003 and the scallop nmoratoriumin 2004.

SENATOR STEVENS asked if they would have to inplenent the plan by
' 03 and ' 04.

M5. MCDOWELL said this would be the enabling |egislation and:

Once it is in place, the Comm ssion would have to
research both fisheries, determne which program- this

doesn't automatically say we shall limt it under this
program At that point, we would have to determ ne
whether there was any possible way to Iimt it

ef fectively under our current program and then we woul d
have to make a finding that we would have to use this
program to limt that fishery, put out a regulatory
proposal proposing a limtation and go through all of
that, and then adoption of the program and have that
eligibility criteria and have it adopted and in place
before the noratorium expired - in order to avoid
havi ng an open access fishery happen in the neantine.

SENATOR STEVENS asked if both of these biomasses in the GHLs are
managed by the Al aska Departnment of Fish and Ganme (ADF&G under a
fisheries managenent plan fromthe federal governnent.

M5. MCDOWELL said she thought that was true.
SENATOR STEVENS said the reason he brought it up is because of
the recent news that the entire shellfish managenent plan m ght
be reverting back to the federal government anyway. He asked if
she had tal ked to ADF&G about that potential.

M5. MCDOWELL replied that she understands that there had been
some conversation about what to do with the managenent of the
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fisheries that have been del egated to the state under the current
budget situation, but CFEC needs to have the tools in place in
case they are faced with this managenent dil enma.

SENATOR STEVENS agreed they need to be prepared.

M5. MCDOWELL said she thought the discussion he referred to had
to do with where the state had been del egated authority to nanage
in federal waters and, in this case, they are tal king about state
waters. She stated, "The feds are already nmnaging scall ops;
they' ve done the LLP. The state is managing the licensing for the
scal | ops. ™

SENATOR STEVENS said the point he was trying to nmake is if ADF&G
is cut fromshellfish managenent, all of this is for naught.

M5. MCDOWELL responded that she didn't know if this would be part
of that or not, since this is in state waters.

CHAI RVAN TORGERSON asked what woul d happen without this bill. He
asked if they could issue Ilimted entry permts to the
i ndi vi dual s under current | aw and not vessels.

M5. MCDOWELL replied that the dilemma they would be faced with
woul d be to decide they couldn't effectively manage and let it go
back to open access, which could result in ADF&G s closing the
fishery if they felt that was too risky. She said:

The other option would be to explore whether there
would be a way to limt it using the existing program
to get the nunbers down to sonething that was sensible.
A policy call for the legislature is the fairness
gquestion of issuing permanent fishing privileges to
those who have been hired skippers rather than invest
in the boat.

SENATOR STEVENS asked how many permts that would anount to.

M5. MCDOWELL replied that they hadn't done the research and
didn't know t he exact nunbers.

MR, JOHN WNTHER, Petersburg fisherman, said he had been a
comercial fisherman since 1964 in Southeast and expanded into
the Bering Sea with a crab vessel in 1973. He said the Bering Sea
i's uni que because the mpjority of vessels are not owner-operated.
All of the crab fisheries are under a ration program under the
North Pacific Fisheries Managenment Council (NPFMC) except for the
Korean hair crab fishery, which was del egated to state nanagenent
quite a while ago. That is why they are asking for legislation to
create a vessel license through the state with authorization from
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the legislature. They see no other way under the current system
that uses personal license permts to reduce the nunber of
permts to where it can be a rational fishery. He said, "In fact
you woul d be expanding the effort because of nultiple skippers.”

MR. W NTHER said another issue is with the |large cost of entering
the Bering Sea fisheries:

You have a vessel and you have a guy that owns the
permt who doesn't have any interest in the vessel. The
vessel owner is held hostage to the guy that has the
license. If he chooses not to go on your vessel, your
vessel sits at the dock. If it's a vessel license, then
you can get anybody to run the vessel. So, we have all
the investnent and all the risk and yet no license to
fish under the current entry system

He said that every boat that goes up there is qualified to fish
as a catcher vessel. Al the product is taken to Al askan shore
side plants, processed in state. The state derives a fish tax off
of it and jobs are created. He nmaintained:

If the noratorium expires and there's nothing to take
its place, this thing will shift to an offshore fishery
where you get the catcher processors involved and the
state sees little or nothing...

He pointed out that a najority of the Bering Sea fisheries are
out-of-state owned, but in this little fishery, about 24% of the
boats are owned by Al askans. O the larger crab fleet about 5 to
10% of the boats are owned by Al askans. He stat ed:

If this does expire and it goes back to federal
managenent, you don't want it there. By the tinme you
get sonething inplenented under the federal system new
entrants cone into being and they won't be able to
manage the fisheries.

MR. JIM STONE said he is fromthe scallop vessel Ccean Hunter and
has fished off the coast of Alaska for 15 years; 10 of those
years in state waters. They were excluded fromstate waters after

the noratorium They have a federal license to fish outside the
three-mle limt where 80% of the scallop beds exist. He supports
HB 206, as the LLP vessel license limtation has done a bunch of

good things for them The boats work well together, their crab
by-catch has gone way down through voluntary nonitoring and they
are no longer racing for fish or going out in stornms. He noted,
"W'd like to see the state mrror what the federal governnent
has done in federal waters."
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MR. OLI VER HOLM said he is concerned about the precedent set in
HB 206 in licensing vessels, because an entity is getting the
right to harvest fish. He thought the concentration of ownership
woul d be very hard to track, especially with a reduced budget. He
didn't think it was necessary to have state limted entry at all.
The Korean Hair Crab fishery is fairly small and insignificant.
He said nost of the noney would go out of state if the vessels
were licensed. If individuals were |icensed they would contribute
to the econony in Al aska nore.

MR. CHRI S BERNS sai d he opposes HB 206 because of all the reasons
previously stated, along with the sane concerns people had with
SB 329. He believes, "It's a drastic policy shift that the state
has taken.™

MR. YAKOV REUTOV opposed HB 206 for the reasons already stated.

MR. ALAN PARKS, Homer commercial fisherman, said he is speaking
on his own behal f and opposes HB 206 for a | ot of reasons. He has
participated in the fisheries on a variety of different sized
vessels. He disagrees sonmewhat with what the sponsor statenent
(dated 3/21/01) says, "Further, it would award ongoing fishing
privileges to nany who have worked professionally as hired crew
and not those who have invested in the fishery."

By giving rights to the resource to vessel owners, he, as a hired
crew, is basically a sharecropper and he didn't think that was
the intent of limted entry | aws.

MR. MALCOLM M LNE, Honer commercial fisherman, opposed HB 206
because, "It's inportant that fishing rights go to the people who
are fishing and not those who are at the dock out-of-state just
col l ecting the noney."

MR. MAKO HAGCGERTY also opposed HB 206 for the same reasons
al ready stated. He thought the econom cs of the hair crab fishery
determnes the level of participation and he wasn't sure that
limted entry was a fair way of managing that fishery.

CHAI RVAN TORGERSON reiterated that he had | ost a quorum so he was
only taking testinony today. He thanked everyone who testified.
#

#HB298
CSHB 298( L&C) - LEG SLATI VE APPROVAL OF RAI LROAD LEASES

CHAI RMAN TORGERSON announced CSHB 298(L&C) to be wup for
consi derati on.

M5. ROBIN PHILLIPS, staff to Representative Lisa Mirkowski,
sponsor of HB 298, gave the follow ng synopsis of the bill
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The Al aska Railroad Corporation (ARRC) requested this
bill, which extends the length of tinme they can |ease
| ands fromthe current 35 years to 55 years.

This change in statute will help cultivate econonc
devel opment in communities along the Railbelt by making
comer ci al and residential devel opnment on Al aska
Rail road | ands nore viable. The current 35-year |eases
are an obstacle in leasing lands to |arge commerci al
and residential devel opers who need to secure |long-term
financing for their investnents. Financial |enders are
reluctant to invest in large scale projects requiring
substanti al equity participation when there's no
guarantee the land wll be available for 35 years. HB
298 will also make the ARRC s |easing practices nore
consistent wth other state agencies. Both the
University of Alaska and the Departnment of Natural
Resources can lease |land for up to 55 years.

The proposed extension of the allowable |ease termis
supported by the follow ng businesses, individuals and
organi zati ons: Anchorage Hi storic Properties, Anchorage
Nei ghbor hood Housing Services, Ml Tipton (Ship Creek
t enant and commerci al devel oper), Seward Ship's
Drydock, 1Inc., Dow Engineers, Northrim Bank, Al DEA,
Yukon Fuel, Kantishna Hol dings, Inc., A&A Construction
and Devel opnent, Inc., the Anchorage Chanber of
Comrerce, Gty of Seward, Anchorage Assenbly and
Fai r banks Chanber of Comrerce.

MR JIM KUBITZ, Vice President, Real Estate D vision, ARRC, said
there really hadn't been nuch controversy about this. It cane
froma demand fromtheir tenants and | easeholders who really are
| ooking for longer terns to | ease | ands.

CHAI RVAN TORGERSON said he didn't know of any opposition either.
#

#HB131
HB 131- FOREST RESOURCES & PRACTI CES STANDARDS

CHAI RMVAN TORGERSON announced HB 131 to be up for consideration
and said it was introduced by the House Rules Conmittee at the
request of the Governor.

M5. CARCL CARROLL, Director, Support Services, Departnent of
Nat ural Resources (DNR), said:
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VWhat the bill does, it identifies the riparian
standards for Region 3. The Board of Forestry requested
the science and technical subgroup to get together and
identify all of the best science. They got together
wth an inplenentation group and wth all of the
affected parties to nake sure what we were |ooking at
in the scientific and technical group really would work
on the ground. After that process was conpleted, we

brought the bill back to the Board of Forestry for
their review and that bill is what you see before you
t oday.

M5. CARROLL said the commttee has a "consensus bill" before it.

CHAl RMAN TORCGERSON asked what the di fference was between this and
Areas 1 and 2.

M5. CARROLL replied that Area 1 is coastal Alaska, Area 3 is
Interior Alaska and Area 2 is next.

M5. MARTY FREEMAN, Division of Forestry, DNR said she was co-
chair of the Science and Technical Commttee in the group of
st akehol ders. She said that the difference between this and
Region 1 is that they have a different stream classification
systemin the Interior that is tailored to the different stream
types there. In Region 1 there are four different stream types
i ncl udi ng anadronous streans and tributaries. In the Interior the
streans are both anadronpbus and high value resident fish streans
and those are subdivi ded between non-gl acial and gl aci al waters.

MR BOB ZACHEL said he was the Interior tinber industry
representative on the Science and Technical Conmttee when they
worked on this. He said, "I wanted to nake it clear that what |
t hought | was getting fromthis agreenent was that Fish and Gane
must present clear scientific data to justify any objections to
sal es beyond the 100 ft. setback."”

CHAI RVAN TORGERSON asked if he wanted to see sonething in statute
rat her than just have a prom se from ADF&G

MR. ZACHEL said he did.
MR JAMES DURST, Division of Habitat and Restoration, DNR

supported HB 131. He comrented, "I think it's been a pretty
i npressi ve, consensus based devel opnment and nobody got absolutely
everything we wanted, but | think we all got enough of what we

needed to get.."

He said it was a good balanced bill and clarified that it wasn't
their intention to deal with issues beyond 100 ft. The existing
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statute calls for a 100 ft. special nmanagenent area along high
value resident and [indisc.]. The bill maintains that idea and
narrows it down to 66 ft. on private |and.

CHAI RVAN TORGERSON said he hoped M. Durst could get together
with M. Zachel to work the differences out.

MR. DURST said they had been tal ki ng about it.

CHAI RVAN TORGERSON sai d the industry needed to be on board and if
it wasn’t, he wasn't either.

MS. BETH CAI SSIE, Northern Al aska Environnmental Center, supported
HB 131. She stated, "W support this bill because not only would
it provide a higher |evel of protection for riparian habitats and
the fish that depend on it here in the Interior, but also because
we support the process by which this bill is drafted.."

CHAI RVAN TORGERSON sai d that concluded the commttee s agenda for

the day and adjourned the neeting at 5:07 p. m
#
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