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CHAI RVAN JOHN TORGERSON called the Senate Resources Conmttee
neeting to order at 4:48 p.m Senators W/ ken, Halford, Stevens,
Elton and Chairman Torgerson were present. Chairman Torgerson
announced HB 131 to be up for consideration.

#HB131
HB 131- FOREST RESOURCES & PRACTI CES STANDARDS

MR. BOB ZACHEL, Fairbanks, stated support for HB 131 as witten.

CHAl RMAN TORGERSON asked M. Zachel if he had previously raised
guestions about HB 131.

MR. ZACHEL said he did, but he talked to representatives fromthe
Al aska Departnent of Fish & Gane (ADF&5 and his concerns were
addr essed.

SENATOR WLKEN noved to pass HB 131 from conmttee wth
i ndi vi dual recommendations with the attached fiscal notes. There
were no objections and it was so ordered.

#

#HB286
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CSHB 286( RES) am FI SHI NG PERM TS/ ASSCCI ATI ONS/ ASSESSMENTS

CHAI RVAN TORGERSON announced CSHB 286(RES) am to be up for
consi derati on.

REPRESENTATI VE DREW SCALZI, sponsor of HB 286, said this neasure
is a consolidation bill that allows fishernen to take advantage
of an effort to help thenselves and the fishery at a tinme when an
exorbitant nunmber of permts aren't being fished. It allows a
person to hold two permts in the sane area. It wll also allow
fishernmen to establish non-profit associations for the purpose of
consolidating the salnon fleets and allow fishernen, with a two-
thirds vote of the permt holders in their fishery, to tax
thensel ves to help pay for the consolidation.

He noted that sone of these ideas cane from fishing industry
menbers. The initial plan was to draft a "stacking bill" that
allowed a person to hold two permts. Two permts would provide
sonme type of fishing advantage, such as an extra day of fishing
or use of extra gear. However, because of a decision by the Board

of Fisheries in the Chignik issue, industry nmenbers becane
concerned about noving too fast or too far in one swoop.
Therefore, the bill was |limted to ownership of two permts for

the purpose of consolidation. Currently, the optinmm nunber
involved in a fishery is subject to a challenge by the courts if
a certain fishery is considered to be too restrictive. HB 286
doesn't pertain to that issue, because these permts are still
avai lable for sale. The permts are not retired, as they would be
in a buy back program He noted this bill passed the House wth
36 yeas and four absent.

CHAI RVAN TORGERSON asked if a person could fish only one permt
at a tinme.

REPRESENTATI VE SCALZI answered that is correct; a person would
gain no fishing privileges by holding two permts.

CHAI RVAN TORGERSON asked if CSHB 286(RES) am would just elimnate
t he conpetition.

REPRESENTATI VE SCALZI said it woul d.
CHAI RVAN TORGERSON asked, under uses of the noney on page 8, if
part of it could be used to consolidate the salnon fishing
i ndustry even if HB 288 doesn't pass.

REPRESENTATI VE SCALZI replied that is correct.
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CHAI RMAN TORGERSON asked how t hat woul d wor k.

REPRESENTATI VE SCALZI replied:

First of all, you have forned an association with 66%
of the permt holders agreeing to it. The collection
as | would anticipate - and this is sonething - | don't

think any of these plans are in concrete, this is a
tool for themto utilize - you would be able to coll ect
up to 5% and, perhaps, if you held two permts, the
associ ation could pay you for not fishing that or for
not selling that permt, but holding it in sone type of
category where it's not being fished. As an incentive,
you coul d encourage other people to buy another permt
through the funds that accunmulate over the course of
time. It's a flexible tool that would allow for others
to achieve noney to pay for consolidation. There are
sone folks here who are very interested in that that
could speak to it better.

CHAI RMVAN TORGERSON said he thought it offered financial
assistance to permt holders and assuned it was sone type of a
| oan program He questioned what that is for, since they aren't
al l owi ng associations to buy permts.

REPRESENTATI VE SCALZI said the permts can only be owned by
i ndi vi dual s.

CHAI RVAN TORGERSON asked if it allows the association to spend
its noney to | obby the Board of Fish for the |egislature.

REPRESENTATI VE SCALZI said he didn't think that is the intent,
but a non-profit association has certain guidelines that nmay
allow for that. He wasn't sure.

CHAI RVAN TORGERSON asked if marketing fish could be included in
t he by-1aws.

REPRESENTATI VE SCALZI said that marketing could be included at
the discretion of the nenbers and certainly marketing is done by
a |l ot of associations and could be by these.

CHAI RVAN TORGERSON said that basically they are letting
associ ati ons do whatever they have a 66% vote for up to 5% of the
val ue of the fishery.

REPRESENTATI VE SCALZI said that is correct.

CHAI RVAN TORGERSON asked if there would be any limtation on the
size of the fishery that could undertake this.
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REPRESENTATI VE SCALZI replied there is not.
4:00 p. m

SENATOR ELTON gave an exanple of how a salnon fishery is defined
usi ng the Southeast power troll fishery and the Southeast hand
troll fishery.

REPRESENTATI VE SCALZI replied that the bill applies to all of the
exclusive fisheries with limted entry. If the limt of the
permts were power trolling, that would be the limt of the
association, and |likew se for hand trolling.

SENATOR ELTON asked if it could apply to trolling, which would
i ncl ude power and hand trolling.

REPRESENTATI VE SALZI replied:

If you were going to have both associations, which
would be both power troll and hand troll, agree to
sonething like that, | would think there would be the
| atitude to allow that to happen, but you would have to
have consensus on both limted entry fisheries.

SENATOR ELTON said he understood, then, that a person could end
up owning two power troll permts and two hand troll permts,
anounting to four Southeast troll permts.

REPRESENTATI VE SCALZI said that is correct; now they can have two
permts - one power troll and one hand troll.

CHAI RVAN TORGERSON added that they could still only fish the two
they originally had.

SENATOR ELTON said in effect they would only be fishing one
because the seasons for hand troll and power troll run
congruously.

SENATOR HALFORD said it takes a two-thirds majority of the total
permt holders to create the assessnment and a two-thirds nmgjority
of the total permt holders to get rid of the assessnent.

REPRESENTATI VE SCALZI replied it takes 25% to get a petition
going and it could be dissolved with a two-thirds vote.

SENATOR HALFORD sai d:
It seenms if you got a mmjor canpaign to create

sonet hing, sonetinmes that succeeds and then you can
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never get rid of it, because you can't ever quite get
the people together to know what to do about it. |
would be a lot nore confortable if they could get rid
of it - if either it had a sunset that was automatic.
The object of this thing is to maintain a super
majority level of consensus that it's working and you
can do that by having a |ower percentage for getting
rid of it or by having sone requirenment that on four-
year basis or whatever, they have to reaffirm their
support for doing it.

REPRESENTATI VE SCALZI said he assuned if the association canme up
with guidelines for the two-thirds ngjority, they could probably
rewite that and put their own sunset in as a provision for
acceptance of the association. He thought the nore latitude they
had in form ng the association, the better. He didn't think that
with 26 different regional fisheries they would all fit under the
sanme set of guidelines.

SENATOR HALFORD asked if he considered putting the Board of
Fisheries in the cycle sonmewhere in the creations, because non-
permt holders would feel that the general public was represented
in these decisions rather than just the stakehol ders through the
limted entry system

REPRESENTATI VE SCALZI said he originally had the Board of
Fisheries determ ne, through the public process, if individuals
wth tw permts could fish nore gear or get nore tine fishing
but, the United Fishernen of Al aska (UFA) felt that the Board of
Fisheries, after the Chignik proposal went through, showed a | ack
of consideration of the downstream effect and | acked know edge of
the commercial fisheries. He thought that the permt hol ders who
have the vested interests in the fisheries would not necessarily
support having the public involved in the general wvoting
mechani sm

SENATOR HALFORD said he wasn't suggesting that the public be
involved in the voting nechanism but that the general interests
of the commobn property resource be represented in sonme way and
the Board of Fisheries would be a | ogical place to do that.

REPRESENTATI VE SCALZI said ADF&G still manages the resource and
the Board of Fisheries still allocates. He added:

So, whether a person holds one permt or two permts,
whet her there's consolidation on that end of it, the
all ocation remains the sanme. So, | don't know why the
Fish Board would have to get into it at this particular
stage unless they had a problemw th or concerns of the
industry itself being too limted.
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SENATOR HALFORD said one of his concerns is that in one mgjor
fishery, probably the largest in the state, non-residents hold
the majority of the permts and only one-third of the permts are
held within the region of that fishery. He remarked:

If there were a significant difference in the support
| evel s for a given proposal based on that residency, |
think it substantially hurts the credibility of the

entire process. Frankly, if there were sone
constitutional way to do it, | wuldn't allow the
outside permt holders to vote at all and obviously, |
don't know that that can be done. At least [|I'm

concerned that there be sonme kind of check and bal ance
there that in that case particularly the resource is
managed first for the people closest.

REPRESENTATI VE SCALZI said he didn't disagree and had many
di scussi ons about how they could create nore incentives for the
|l ocal residents to obtain the permts. HB 286, in particular,
tries to legally encourage Al askan residents to own the permts
but, because of the interstate commerce clause, there are only a
certain nunber of things they can do.

SENATOR STEVENS asked if the assessnent is inposed by the
original election, whether the pool of noney is then used by the
menbers to buy back nore permts through a loan process or to
contract with permt holders to keep permts in their possession.
He commented if you initially need two-thirds, and that pool
continues to shrink to 250, and then it takes two-thirds to
either assess it or get rid of it, it would be harder to get the
two-thirds to get rid of the tax.

REPRESENTATI VE SCALZI said he assuned each individual would have
two votes if they held two permts.

SENATOR STEVENS asked if it would be the permt holder of each
permt or the permt holder of record.

REPRESENTATI VE SCALZI replied it would be the permt holder on
record. He asserted, "If you own two permts, you ve got two
votes."

CHAI RVAN TORGERSON not ed that soneone in the audi ence was shaking
her head no.

SENATOR STEVENS said either way, it would still be harder to get
rid of the assessnent.

REPRESENTATI VE SCALZI said that could be true.
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M5. MARY MCDOVWELL, Conm ssioner, Commercial Fisheries Entry
Comm ssion (CFEC), explained that if a person held nore than one
permt, he or she would still only get one vote. She stated:

My only comment about as the pot shrinks - if the
assessnent were wused to pernmanently buy out sone
permts, so there would be fewer, or if it was used to
contract with people who hold two to not fish or
whatever, over time, if this 1is successful, the
fishermen who remain in the fishery would be |ess
inclined to want to continue to have an assessnent. You
w || have achi eved what you were trying to do and they
woul d just as soon keep that noney because it's going
to come right off the top of their earnings.

SENATOR STEVENS asked her to explain how the actual
extingui shnent takes place under this bill if it's voluntary.

M5. MCDOWELL replied that her understanding is that the
associ ati ons would have a lot of flexibility about how they would
use the noney collected through the assessnent. They could
contract with fishermen to relinquish their permts pernmanently,
they could contract with them to not use their permts, they
could contract to create sone kind of incentive to buy tw and
stack them up. They have a lot of flexibility to either
permanently or tenporarily retire permts. She guessed that in a
fishery that was way overcapitalized they would probably spend
sonme of the initial noney to permanently retire sone permts and
get the whole pool down sonewhat. Then after that, she thought
they would take tenporary measures in hope that over tine the
fishery would rebound and they could get the permts out in the
fi shery again.

CHAI RVAN TORGERSON asked how t hey woul d permanently retire one.

M5. MCDOWELL replied that wunder the Limted Entry Act, if a
fisherman doesn't pay annual renewal fees to the state for two
consecutive years, the permt is forfeited. HB 288 contains a
provision that says fishernen may voluntarily relinquish their
permts rather than wait out the two-year non-renewal period.

SENATOR STEVENS said he knew a fisherman who cited a case in
which an individual paid the back fees 10 years later and re-
activated the permt.

M5. MCDOWELL replied if a permit was forfeited for |ack of fees,
CFEC has the discretion to re-activate the permt. In this type
of a situation, the individual would actually contract to not
reactivate it. She repeated that if HB 288 passes, there's a
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provision that specifically states a fisherman may voluntarily
relinquish his permt.

SENATOR STEVENS said they are nmaking an assunption that there
woul d be sone sort of release they would sign from CFEC.

M5. MCDOWELL i ndicated that was right.

CHAl RMAN TORGERSON asked for clarification of the association’s
rol e.

MR. DAVI D BEDFORD, Sout heast Al aska Sei ners Association, replied:

The idea we have within an association is that it
creates a group that represents the fishernen wthin
the fishery and it would lay out its article of
incorporation and bylaws and it would tell the people
in the fishery this is our plan, this is what we intend
to do. So, if you' ve got a fishery with 100 permts in
it, we're going to buy and contract to extinguish 25;
we're going to pay people to hold onto 10 of them
we're going to reduce the effort |evel down to about
two-thirds of what it currently is. This is our plan
this is the assessment that we want you to pay. The
noney would then cone into the association; the
association would, as an actor in the free market, say
all ye, all ye cone in free. Wit kind of a deal would
you make to extinguish your permt or what kind of dea
woul d you make to hold on to your permt? They would
use the noney of the fishernen's assessnent in the nost
efficient kind of way to acconplish the purposes they
prom sed those folks that they're going to try to
achi eve.

CHAI RVAN TORGERSON asked if this will be like farmng wthout
pl anting crops.

MR. BEDFORD repl i ed:

Not at all - the idea here is that what we want to do,
M. Chairman, is reduce the nunber of fishernen who are
out there so that they can work hard |ike they are now,
but gain sone kind of reasonable rate of return on
their tine and capital investnent.

CHAI RVAN TORGERSON sai d, "But we would be paying fishernen not to
fish.™”

SENATOR STEVENS commented, "They would be paying thenselves,
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potentially."

MR. BEDFORD said you could have specific instances in which a
fi sherman receives sone kind of noney for holding on to a permt.
If he were running the association, he would seek out fishernen
who held a second permt who remained active fishernen, because
the bargain he would be naking gives the people two benefits -
the benefit of whatever the association gives to themto hold on
to a permt and the additional benefit that when they go out to
the grounds, there's one | ess person out there fishing because of
the permt they left in their filing cabinet at hone. He
conti nued:

| think the bargain | made with that guy cost ne |ess
than it would cost ne if soneone in New York city
bought a permt and was specul ating and thi nking he was
going to cut a deal with me on this and make sone ki nd
of nmoney. If | was running an association, that's what
| would be looking for and I think the market will |ead
us to just that result.

CHAl RMAN TORGERSON asked if the owner of the second permt could
sell it at any tine.

MR. BEDFORD replied:

Under the law he can certainly do that. So if we were
maki ng an arrangenment w th sonebody who is holding a
second permt, then perhaps it would read sonething
like, '"If you have held that permt, you have not sold
it, you have not fished it, then on Decenber 31 of the
year, we would give you whatever consideration it was

you agreed to.' |If, however, we nmde an arrangenent
with you and for some reason you deci ded you were going
to sell it or fish it, then there wouldn't be any

consi deration forthcom ng.

CHAI RVAN TORGERSON said this mght work during a poor fishing
season, but when the fish start com ng back, the fishernmen would
conme back

MR. BEDFORD replied that is a very serious concern:

We have some fisheries in which we have 50% of the
permts inactive at this point. Cearly, one of the
probl ens that we have here is we don't want to wind up
creating a situation where fishernen have invested to
try to make circunstances better, then any tinme that
they inprove, have permts cone flooding back in. That
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is why | suggested, again, if it was nme who was going
to set one up, what I'd do is say, 'Wll, there's sone
| evel of permts that we w sh to permanently renopve
fromthe fishery. So, the exanple that | gave is you' ve
got 100 - let's extinguish 25 of them so that they
can't possibly come back. Let's hold out another 10 or
15, so that if things get dramatically better.W could
say maybe things have gotten a little too exclusive and
| et sonme of those go back out,' but not to the point
where it would depress things back to the point of
where we're at now.

CHAl RMAN TORGERSON asked if it would take a two-thirds vote to do
that, but then surmsed that it wouldn't, because the individua
permt holder would be able to sell the permt at any tinme he
want ed.

VMR BEDFORD added:

By the sane token, the association could, at sonme point
say, well, we're not wlling to pay the price that
you' re asking and so, we're not going to pay you.

CHAI RVAN TORGERSON sai d they couldn't |ease these permts.
MR. BEDFORD i ndicated that is correct.

SENATOR ELTON said he assuned that before an election, the
associ ation would indicate how many permts should be fishing in
the fishery and the anount of the assessnent. The association
would then hold an election of the permt holders in that
fishery. He asked whether changing the anount of the assessnent
woul d then only take a vote of a sinple majority.

MR. BEDFORD replied, "Yes. The one thing that requires a two-
thirds concurrence of the fishernen would be either instituting a
levy to start with or nodifying it or extinguishing it in the
future."” Sone fishernen he spoke to about this were skeptical and
during the process of developing the bylaws and articles of
i ncorporation they would deci de what kind of vote it would take.

SENATOR ELTON said in the fisheries with only 50% of the permts
being fished, he could see an association being supported wldly
by those who have a permt but aren’t fishing it, because they
see a potential econom c benefit that they are not now getting.

MR. BEDFORD said he is correct and fishernen in Kodi ak, where

that is the case, raised this issue with UFA. That is why the
threshold is two-thirds, which will require a lot of |eg work.
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SENATOR ELTON enphasized the threshold is two-thirds of permt
hol ders.

MR BEDFORD said that is correct.

CHAl RMAN TORGERSON asked if a two-thirds vote is required to
i ncor por at e.

MR. BEDFORD said that wouldn't take a vote, but the key is before
they can levy any kind of assessnent to carry out the goals as
laid out in the legislation, a two-thirds vote of all the permt
hol ders within a fishery would be required. He noted, "The
association doesn't have nmuch practical affect absent that
ability to collect sone noney to satisfy the purpose.™

CHAl RMAN TORGERSON said he assuned that board nenbership could
change each year and one could be conservative and one could be
| i beral and they couldn't raise the assessnent, but could change
t he spending pattern.

SENATOR STEVENS asked if Section 1 goes into place and allows for
the consolidation of permts in, for instance, the 100-perm:t
fishery and there are 50 permits on record, but they can't get
the 50 to generate any noney, all they would need to do is get
two-thirds of that 50. He surm sed:

So, the original 100 that were participating in the
fishery goes down to 43 that are going to participate
in the assessnent. So, 33 can then determne if they're
going to buy permts from each other, because they
would be the only ones left? That could happen. The
point |I'm nore concerned about being either a
reaut horization of the tax or the ability to get rid of
it once you've gotten what you wanted to achieve.

MR. BEDFORD responded that theoretically it is possible everyone
in the fishery could buy a second permt, thereby cutting the
nunber in half, and then everyone could hold on to themprior to
maki ng an assessnent. However, he didn't think that woul d happen
because there wouldn't be that many people rushing out to grab a
second permt until they saw that it was actually going to |ead
to the sort of result they had in mnd. He said when he | ooks at
the legislation, he views the practical difficulties in getting a
two-thirds majority on anything as being the real limtation and,
the larger the fishery is, the nore that |imtation is magnifi ed.
It would work the opposite way in a smaller fishery.

SENATOR STEVENS expl ai ned that he was saying that at sone point

group nenbers could decide they didn't need it any nore. He
wanted to know how they could get rid of it.
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MR. BEDFORD replied, "Get a two-thirds mpjority and get rid of
it." He added that if he was one of the remai ning 33 nenbers and
they were electing a board of directors, he would elect people
who woul d not make any | eases.

SENATOR STEVENS said as you achi eve what you want to achieve, it
| ooks like it's hard to just say that and get rid of it.

CHAI RMAN TORGERSON said he agrees that they have to cone up with
some way of nmaking it go away. He added:

VWhat David is relying on is really the inability of the
fishernmen to get along very well and the thought that
66% can cone together on any issue, it's just a hurdle
that's beyond belief and we have to |ook at the
| egi slative part of that and not buy into that.Do you
expect this group, these associations, to be able to
accept grants?

MR. BEDFORD replied that he didn't know if state |law places a
limt on non-profit associations from accepting grants.

CHAI RVAN TORGERSON sai d he thought it was just a wash through the
st ate.

SENATOR ELTON sai d another way to dissolve the associations or to
change the rules under which they operate is to anend the
statute. He noted, "That m ght be the safety valve."

SENATOR STEVENS asked if these assessnents would be exenpt from
federal taxation

MR. BEDFORD said this would create trade associations that could
not get non-profit status and would not be exenpt from paying
federal taxes. He thought they could be set up with G5 status
under federal tax |aw

CHAI RVAN TORGERSON said he didn't think they would ever get rid
of these associations once they got started just because of the
assets of the non-profit.

SENATOR HALFORD asked, as a general rule, how nuch of the val ue
of the permt wuld be lost if +the permt becane non-
transferabl e.

TAPE 02-16, SIDE B

M5. MCDOWELL replied that a non-transferable permt has no val ue.
It expires when the person dies or retires.
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SENATOR HALFORD sai d he thought it woul d have sonme val ue.

M5. MCDOWELL responded that to the person who has use of it, it
doesn't have nonetary val ue, because the permt can't be sold.

SENATOR HALFORD said he was concerned that the value of the
permt would be affected.

CHAI RVAN TORGERSON asked who sets the value for the permits when
t hey are bought back.

M5. MCDOWELL replied that the state has never had a buy back
program but it would be whatever the nmarket coul d bare.

CHAI RVAN TORGERSON said he would hold the bill today and dea
Wi th some of the questions. One question is if soneone el se sets
the value and the federal governnent is paying for it, that val ue
woul d be artificially raised to sonme height as |Iong as the noney
is not an individual's noney.

MR. BEDFORD said that Representative Scalzi introduced this
| egislation at the request of UFA and it is UFA' s nunber one
priority. There are a |lot of places where people woul d be asking
for federal help on this. He thought the 51% opt out provision
was a very inmportant point and that it would work fine along with
the two-thirds vote to start up an assessnent.

CHAI RMVAN TORGERSON agreed and said he thought the specific goals
could be outlined nore clearly in the bill and that the
assessnment could be tied to them better.

SENATOR ELTON sai d he was concerned about what other duties could
be assigned to the association, such as nmarketing or | obbying.
#

#HB288
CSHB 288(FIN) am LI M TED ENTRY BUY- BACK PROCGRAM ASSESSMENT

CHAI RVAN TORGERSON announced HB 288 to be up for consideration.

REPRESENTATI VE DREW SCALZI, sponsor of HB 288, told nmenbers that
he looked at tools to revitalize the fishing industry. Since
limted entry was instituted, a lot of efficiencies had been
devel oped but sonme inefficiencies were developed as well. Those
inefficiencies need to be evaluated. He stated:

Buying back permts is certainly authorized under
statute currently. To authorize a buy back, we have to
do an optinmm nunber study to determ ne what that
nunber is. Wien CFEC asks the courts what the nunber
is, the courts say go ahead and have a buy back and
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we'll tell you when you hit it. They will not tell you
ahead of tinme what that optinmum nunber is. But,
currently wunder statute, if you do have an optinmm
nunber study, it automatically triggers a buy back. You
can't turn back. CFEC, according to statute has to go
through with a buy back. In a buy back proposal now you
have to buy back the permt, the boat, the gear,
skiffs, nets - everything involved in the fishery. That
can be cunbersone and very expensive and it could be
certainly a nunber that would be hard to hit, because
every fisherman has different values to their gear to
their vessels. So, it wouldn't be a sinple task.

What HB 288 does is it first of all lets an optinum
nunmber study cone forward and not automatically trigger
a buy back. But, what it would allow is the CFEC to
develop a plan and take that to the public and see if
it's worth inplenenting a buy back

It al so does not require that the gear and the boat and
the ex-wife and everybody that goes along with it has
to be bought back. Only the permts nmay be bought back.
It also nmakes it voluntary rather than nmandatory.
Currently, if you have an optinmm nunber study, as |
said, and you inplenent a buy back, it is a mandatory
buy back.

Being voluntary, this wouldn't keep sonmeone from selling their
permt and boat as a package, if they wanted to do.

CHAl RMAN TORCGERSON asked who set the assessnents.

REPRESENTATI VE SCALZI replied that the assessnment is up to 7% and
that is devel oped in the plan.

CHAI RMVAN TORGERSON noted that it says CFEC nay establish the
assessnment by regul ation and asked if that's what CFEC intends to
do.

REPRESENTATI VE SCALZI said he understood that CFEC already has
the authority to set it but, wunder this provision, CFEC would
have to develop a plan that went through public review first. It
woul d have to be related to the nunbers in each fishery and CFEC
woul d be the best agency to know that.

SENATOR STEVENS asked if optimm studies had been done on any
sal nron fisheries.

M5. MCDOVWELL, CFEC, replied that CFEC did one full-fledged
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opti mum sal non study on the Sitka sac roe fishery and on Chat ham
Straits black cod. CFEC has just undertaken another optimum study
on the Bristol Bay drift gill net fishery. Staff 1is just
conpleting a survey to send to permt holders. She added that
there is a buy back statute in current law that also functions,
theoretically, with the assessnent. The problemwith the current
statute is that the funding mechanismis unconstitutional because
it creates a dedicated fund. She expl ai ned:

So, the min feature of this bill is that it
restructures the path the noney would take to nake it
constitutional. Under the current statute it just says
the commssion will decide there needs to be a buy
back. The conm ssion does an assessnment and creates a
buy back program which is a dedicated fund. The
Department of Law has given us an opinion on that...

She explained that the funding path would be simlar to the
aquacul ture assessnment or the ASM 1% tax where CFEC woul d create
a buy back program and a plan for it and adopt regqgulations
establishing an assessnent. The Departnent of Revenue would
coll ect the assessnment through fish tickets, just |like the sal non
enhancenment tax. That noney would go into the state treasury and
the legislature could appropriate it back to CFEC to inplenent
this fisheries program for which it was collected. It creates a
constitutional funding nechanism for what they originally
anticipate by the legislature. She noted regarding a question
about the Entry Conm ssion not having taxing authority, the
Depart ment of Revenue does so this bill fixes those problens.

SENATOR W LKEN asked what an optinmal study is.

M5. MCDOWELL replied that by statute, when CFEC originally limts
a fishery, it creates a maxi num nunber of permts to target.
After that, once the permts have been issued, CFEC can be
petitioned if there's a belief that the fishery has either becone
too exclusive, is too small and lucrative or, it's over
capitalized. CFEC can be petitioned to wundertake an optinum
nunber study where they do an econonmic analysis to determne the
target nunber that would be the best nunber to neet the
constitutional provisions of limted entry: not nore exclusive
than necessary to provide for conservation of the resource and
the economic health of the fishery.

SENATOR W LKEN asked if that nethod is used worl dwi de or whet her
it is an Al askan inventi on.

M5. MCDOWELL said she didn't know but it is one of the

provisions that keeps limted entry constitutional under our
state constitution. She added that another inportant feature of
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this bill is that it defines optimm nunber as a range of
nunbers, which makes the process nuch nore neaningful. Current
statute just says optimum nunber. She added:

If we have to choose one nunber - this is the perfect
nunber of permts for this given fishery over all tine
- you can see how any variable could change and nake
that a pretty neaningless nunber - the price of fish

the strength of the run, the economcs of the fishery.
By giving us the authority to define optinmm nunber as
a range, we've got a target range so any of those
vari ables can fluctuate a little bit and you're still
in your target range and that's a valuable piece of
this | egislation.

CHAI RVAN TORCGERSON asked Representative Scalzi if he intended
this to piggy-back on top of the previous |egislation, HB 286.

REPRESENTATI VE SCALZI said no, they're independent of each other.

CHAI RVAN TORGERSON asked if they could both be in place at the
same tine.

REPRESENTATI VE SCALZI they could and he noted that the industry
is taxed pretty heavily.

4:55 p.m
CHAI RVAN TORGERSON said it | ooked |like they were starting to be.

REPRESENTATI VE SCALZI said the industry and nenbers of UFA cane
up with the association idea and they were going to have to
figure out whether they wanted to be taxed.

SENATOR ELTON thought this bill is a little different in that
there is an assessnent to buy back permts, but the value of the
permts that are held would probably go up at the sanme tinme, so
he thought it would work out to be a wash.

CHAl RMAN TORGERSON asked if under this program the permt would
cone back to the person who retired it.

REPRESENTATI VE SCALZI indicated that was right.

MR. DON JOHNSQN, Sol dotna, said he wanted to speak to the optinmum
nunber definition. He thought using a range is a good idea, but
he believes the nost inportant issue is that under AS 16.43. 290,
three points are used to qualify the opti num nunber, that being a
single nunber or a range of nunbers. The points are basically
laid out by the commercial fishing industry. The first point is
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the economic health of the commercial industry; the second is the
anount of harvestable fish to be taken efficiently; and the third
is to avoid economc hardship in the commercial industry. He
agreed that the optimum nunbers keep limted entry constitutional
but since the range was laid out by the comercial industry, the
public, including subsistence users and the sport industry, need
to be involved too. He thought the federal government woul d agree
with him

M5. MCDOVWELL responded that when they | ook at the optinum nunber,
they | ook at the nunber of people in a given fishery harvesting a
resource as it's been allocated by the Board of Fisheries, which
deci des what goes to sport and commercial, etc. In |looking at an
opti mum nunber, they look at what has been allocated to that
fishery and the nunber of participants in that fishery that can
make a reasonable |iving.

CHAl RMVAN TORCGERSON asked where in the legislation the public
comments were covered and what process they would use if they
were to inplenment the 7% assessnent.

M5. MCDOWELL replied:

This bill directs us to, once we get an opti nmum nunber,
at that point, assum ng that you pass HB 286 as well as
this bill, nost likely what would happen is if we did

an opti mum nunber study that showed there were too many
participants than the optinmum nunber in the fishery,
probably the first thing we would do is go to the
industry and see if they plan to do sonething under HB
286. Are they going to anong thenselves work out a way
to get the nunber of permts down? If not, that would
| eave us with this tool where we could then propose a
pl an..and t hen propose an assessnent. The only mechani sm
that we, as an agency, have for doing things |ike that
is by regulation. So, that presupposes we woul d propose
regul ations that would create that and then we woul d go
through the entire public process.

CHAI RVAN TORGERSON asked if CFEC does it through regul ation only.
M5. MCDOWELL answered that is correct.

CHAI RMVAN TORGERSON asked if CFEC pronul gates regul ations fishery
by fishery.

M5. MCDOWELL said it does.

CHAI RVAN TORGERSON asked if they intend to wait until they have
the noney collected before buying the permts or whether they
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woul d enter into | ease/loan agreenents that they would pay based
upon receiving the 7% i ncone.

M5. MCDOVWELL said that question is one of the shortfalls of the
buy back program She expl ai ned:

The best way for a buy back programto work would be if
you had upfront noney, whether it was funding fromthe
state or the federal governnent, where you could do it
all at once and then use an assessnent to pay that
back. | think that would be the ideal situation. W
don't have lending authority. W would need statutory
| anguage for that. Oherwise the nechanism proposed
here is an assessnent and as you accrue the noney, you
do a buy back. But it would be nuch nore effective to
have upfront noney that we coul d use.

CHAI RVAN TORGERSON asked her to make sure that CFEC has the
authority to receive federal funds to do this.

SENATOR W LKEN noved to pass CSHB 288(FIN) amfrom conmittee with
i ndi vi dual recommendations and attached fiscal notes. There were
no objections and it was so ordered.

#

CHAI RMVAN TORGERSON sai d that concluded the hearing and adj ourned
the neeting at 5:05 p. m
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