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Representatives WIlson and Berkowitz arrived as the neeting was
i n progress.

HIR 25- COWERCI AL FI SHI NG & PROCESSOR SHARES

Number 0065

CHAI R SEATON announced that the only order of business would be
HOUSE JO NT RESOLUTION NO. 25, Supporting Al aska's independent
commercial fishernmen and Alaska's fish processing industry and
opposi ng the establishnment of processor quota shares.

Number 0116

REPRESENTATIVE OGG noved to adopt Anmendnent 1, which read
[original punctuation provided]:

Page 1, line 2,

After the words "processor quota shares" insert the
fol |l ow ng
in t he Beri ng Sea Al euti an | sl ands crab

rationalization plan.

Page 2, line 2,
After the word "area" Delete the foll ow ng

and is currently developing a rationalization plan for
the Gulf of Al aska groundfish stocks

Page 2, line 7 insert the foll ow ng Whereas

Wereas to mtigate the affects of Processor Quota
Shares the council has adopted port of delivery
restrictions and f eder al bi ndi ng arbitration
anmendnents, which on their own may create financial
hardshi p on comrercial fishernen; and

Page 2, line 18,
After the words "processor quota "shares." insert the
foll ow ng and re-punctuate.

port of delivery restrictions and federal binding
arbitration in the Bering Seal/Al eutians |slands crab
pl an.

Number 0145
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REPRESENTATI VE SAMJELS obj ected for purposes of discussion.

REPRESENTATI VE OGG explained that Amendnent 1 is designed to
focus the resolution so it reflects what has passed nost of the
hurdl es of the North Pacific Fishery Managenment Council (NPFM).
He added that there will be a hearing with a select commttee on
this plan in the U S Capitol in the near future. Amendrent 1
changes the |anguage wthin the resolution to clearly focus on
the Bering Sea and Aleutian Islands crab rationalization plan.

Nunmber 0468

REPRESENTATI VE SAMIJELS offered a friendly anendnment to Anendnent
1, on page 2, line 2, to add a sem colon after "area".

CHAI R SEATON questioned its necessity.

REPRESENTATI VE SAMJELS withdrew his friendly anmendnent. He
asked about the portion of Amendnent 1 that refers to page 2,
line 18. He suggested it expands the scope of the resolution

and isn't on one topic.

CHAI R SEATON offered his belief that it is one topic. He
expl ained that the |anguage refers to elenents of the processor
quota share section

REPRESENTATI VE OGG said there were discussions about including
the elenents of the crab rationalization plan, but the decision
was nade to | eave those out of the anmendnent. He said if Chair
Seaton believes including them will enhance the clarity of the
resol ution, he doesn't have a problemw th addi ng them back in.

CHAI R SEATON said a commttee substitute will be provided so the
menbers can review [the changes].

REPRESENTATI VE SAMUELS told the nenbers he doesn't believe that
portion of the anendnent should be included because the point of
the resolution is to address the issue of processor quota
shares.

REPRESENTATI VE OGG commented that there are other elenents of
the plan that are of concern.

REPRESENTATI VE SAMUELS asked if the other elenents are under the

unbrella of this resolution. If not, then he believes there are
three different subjects being dealt with in this resolution.
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CHAI R SEATON asked Representative Ogg if he would agree to | eave
[ page 2, line 18] out of the amendnent.

REPRESENTATI VE OGG responded that he does not agree wth
removing this portion of the anmendnent.

Nunmber 0689

REPRESENTATI VE SAMUJELS told the nenbers he mintains his
objection to the second two portions of Amendnent 1, relating to

page 2, lines 7 and 18. He explained that the first two
sections of the amendnent seem to clarify the resolution;
however, the second two sections seemto expand it. He asked if

the amendnment could be split in two, since he had no objection
to the first two parts of Amendnent 1.

REPRESENTATI VE OGG asked Representative Sanuels if changing the
title of the resolution would elimnate his concerns.

REPRESENTATI VE SAMUJELS responded that if [the resolution] is al
about processor quota shares, then he believes it is better not

to get into the details of the issue. If the resolution isn't
about the processor quota shares, then this part of the
anmendnent really is expanding the scope of the resol ution. He

told the nenbers he has a problemw th that.

REPRESENTATIVE OGG offered his understanding that binding
arbitration is part of the crab rationalization plan. He
explained that the binding arbitration elenent is a default
result of the processor quota shares; because once processor
quota shares was addressed, there was a need to address binding
arbitration and port delivery restrictions as part of the plan
itself.

CHAI R SEATON suggested that Anmendnent 1 be divided into two
amendnent s.

REPRESENTATI VE HEI NZE said she needs clarification of the Bering
Sea Aleutian Islands crab rationalization plan and the
rationalization plan for the Gulf of Al aska groundfi sh.

Number 0960

REPRESENTATI VE OGG noved to divide Amendnent 1, with the first
two sections as [new] Anendnent 1, and the second two sections
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as Anendnent 2. [No objection was stated, and it was treated as
two amendnents. ]

CHAIR SEATON asked if the nenbers wshed to adopt [new
Amendnent 1.

REPRESENTATI VE HEI NZE said she'd like clarification on the plan
bef ore noving forward.

Number 1093
[ Chair Seaton handed the gavel to Vice Chair WIson.]

CHAI R SEATON, sponsor, explained that HIR 25 addresses the
Bering Sea Aleutian Island crab [rationalization] plan and the

el enents that establish processor quota shares. [ The concept
of ] processor quota shares is new and different; it establishes
that fishermen wll have to deliver their product to certain
naned processors. Furthernore, 90 percent of the fishernen's
catch would have to be delivered to these processors. He
reiterated that this is a drastic change because these fishernen
will be told where to sell their private property or product.

CHAI R SEATON said the Aleutian Islands crab [rationalization]
plan started a nunber of years ago wth fishermen on the
dowmmswing of the crab fisheries. It was thought that there
shoul d be a change in the structure of nanagenent and harvesting
of fish so it would be nore economcal, stretch the season out,
and acconplish sone conservation goals that can be attenpted by
a longer-duration in the season.

Nunber 1220

CHAI R SEATON expl ai ned that the plan was nodel ed slightly on the
hal i but and sablefish IFQ [individual fishery quota] plan. He
said one thing that happened with halibut and sablefish is that
once the plan went into effect, the object of the plan was being
fulfilled, which was to deliver fish in a way that nade them
nore val uabl e. The result was that there was a shift in
delivery ports to areas that were on the road system the season
| asted eight nonths instead of a few days; the price of fish was
up; and there was a lot nore fresh fish on the market. Al though
the halibut and sablefish plan succeeded in acconplishing the
goal of creating nore value in the fish, it also shifted sonme of
the ways in which fish were delivered.
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CHAI R SEATON said one problem identified wwth a |ong season was
that processors didn't need the large plants originally used -
there was no need to handle a glut of fish at one tine. Thi s
led to "stranded capital" because a smaller plant could handle
the fishery stretched out over tine. Processors were concerned
about tying up capital in those plants and wanted sone way to
have that capital conpensated. Chair Seaton commented that
al nost everyone agrees that it is a problem However, nost
agree that if there is stranded capital, then there [needs to
be] conpensation for that capital, the process noves on in the
free enterprise system and everyone is conpetitive.

CHAI R SEATON suggested that this is a two-quota system One
quota is for fishermen that catch a resource owned by al

[ Al askans] and deliver it. This is a mechanism to control
resource harvest, he commented. The second is for specified
processors who process the fish. He explained that this would

tremendously distort the free-enterprise system because now the
fi shernmen cannot sell their product to whonmever they w sh.

CHAI R SEATON said in the Bering Sea plan, processor quota shares
were setup for processors, based on the historic amount [of fish

processed]. Fi shermen would have to take their fish to these
particul ar processors, based on those percentages. He said 90
percent of the fish wuld have to go to those existing
processors. However, the first elenent of the plan was that

processors that have quotas can process the fish at any plant
they wish. Chair Seaton told the nmenbers that this plan doesn't
create the sane stability in the comunities that would be
expected [historically], because the processors can shuffle
where the fishernen have to take their fish. For exanple, if a
processor has a plant in Adak and in Unalaska, it could be
decided that the fishernen will have to run to Adak to sell
their fish, a 1,000 mle run from the fishing grounds. There
woul d be nothing [fishermen or conmmunities] could do about it,
he added.

Number 1399

CHAI R SEATON pointed out that this [plan] creates a distortion
if this is the only place a fisherman can sell his fish. \\ere
does price conpetition conme into [the plan]? One processor
cannot gain any nore fish by raising his price. He reiterated
that it does not matter how much the processor pays, there is
only so much product comng to them So as a result price
conpetition between processors goes away. This is how binding
arbitration becane an elenent of the plan, and what it nmeans is

HOUSE FSH COW TTEE - 8- April 23, 2003



that a fisherman would have to sign a contract with a processor
before the fisherman knows what the price is. If the fisherman
and the processor could not agree on a price, then the federal
governnment would cone in, look at the expenses of both parties,
and set a price. The fishermen would be bound to that price
Chair Seaton explained that part of the problemthen is that the
fishermen could not refuse to fish and in fact would be forced
to fish whether or not it is economcally beneficial. He
explained that if the fisherman did not fish for the price
offered, then he/she could be sued for loss of profits by the
processor.

Nunmber 1548

CHAIR SEATON reiterated that the result of this plan is the
total distortion of the free market system He used the anal ogy
of a farmer who would have to sell all his grain to Archer
Daniels Mdl and [ Conpany]. If a farnmer did not sell their
product to them then the farner could be sued by Archer Daniels
M dl and [ Conpany] because they lost profit on the grain the
farmer did not harvest because it was not economically feasible
at the price that was offered.

CHAI R SEATON went on to say that these are just a few of the
intricacies that have cone out. He told the nenbers of another
probl em where there is a line [or barrier drawn] across the
mddle of Bristol Bay [and an agreenent] which says any fish

that were historically delivered North of [that |ine] have to be
delivered North of that line or [if the fish were historically
deliver South of that line, nust be delivered] South of that

line. This creates a lot of artificial barriers and there is no
i npetus for product developnent because the price does not
change.

Nunber 1640

CHAI R SEATON said part of the problem with this structure of
provi di ng processor quota shares allows for a lot of anti-trust
mani pul ati on, even Wwth binding arbitration because nopst
processors are set up with a nunber of sub-corporations or
partners. He explained that a conpany could sell their
processing quota shares to soneone el se, even anot her
corporation that the conpany controls, then lease it back to
operate the business. By doing this, the processor has inflated
their cost structure. He pointed out that this is just one of
the sinple nechanisns of inflating the processor's costs. When
the conpany goes into binding arbitration the [federal
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governnment] |ooks at the cost structure and the processor has
this huge |ease anmount, so the fishernmen's price could end up
bei ng |l ess, Chair Seaton said.

CHAI R SEATON told the menbers that this is one of the problens
that no one has been able to figure out. The entire structure
is basically a top-down controlled econony, which is a structure
that is not found in the United States. He said this plan
provides that independent businessnen/busi nesswonen are told
where they can sell their product. Chair Seaton noted that
there are a few exceptions wth "high tech” products,
particularly with the U S. Departnent of Defense; for exanple,
atom c bonbs and cruise mssiles cannot be sold on the open
mar ket; they nmust be sold to the Departnent of Defense. He said
other than a few exceptions, private business people can sell
their product to whomever they want and wherever there is the
best deal. He pointed out that processor quota shares totally
changes that practice.

CHAIR SEATON summarized his coments by saying that the
fishermen tried a rationalization plan, a |onger harvest plan,
and now alnost all of the fishernen oppose this plan. He
coormented that there will be a lot of testinony today from
i ndividuals who are represented by the CR A B. Goup which is
made up of 104 vessels. Chair Seaton told the nenbers that the
pl an has been so distorted with the processor quota shares that
the fishernmen definitely do not support it anynore because they
|l ose control of their future and their ability to nake
deci si ons. He asked the nenbers to look at the letters of
support on HIR 25.

Nunber 1796

REPRESENTATI VE SAMJELS told the nenbers that he has trouble wth
this legislation on many |evels. He said once the nunber of
fishermen who are allowed to fish is limted the entire free
mar ket concept has gone anyway. Representative Sanuels said he
believes that in a true free market everyone fishes. When the
guota goes from 200 mllion pounds to 20 mllion pounds, the
little guys will all go bankrupt and the market place wll take
care of too nuch capacity in the market.

Nunber 1839
REPRESENTATI VE SAMJELS commented that the biggest problem that

he has wth this 1is that the [North Pacific Fisheries
Managenment] Council has been dealing with these [issues] for
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years. He asked if anyone can related to a conprom sed position
that cones out of a group |ike that. He told the nenbers that
he believes this nust have been a painful process for the
[ NPEFMC]. He said he cannot imagine having the sane neetings the
menbers are having now, only having it for year, after year,
after year. He explained that the |egislature should be able to
relate to this because whatever is done is a conprom se and the
menbers al ways get beat up on issues.

Nunber 1879

REPRESENTATI VE SAMUELS pointed out that everyone that wll
testify before the committee today, probably already testified
before the NPFMC He said he believes that it is disheartening
to the [NPFMC] because if there is no agreenent, then a
government agency will end up making the decisions. He told the
menbers he does not believe anyone wants a bureaucracy making
deci sions when there can be sone say on who is on the [ NPFM]

CHAI R SEATON acknow edged that NPFMC worked to develop a
structure of fisheries managenent. However, the |egislature has
a different prospective, in that our efforts are on behalf of
Al askan communiti es. Chair Seaton commented that the federa
government does provides managenent at the 200-mle limt;
however, it often defers to the Al aska Departnent of Fish and
Ganme to do the technical managenent. When the regulations are
done by the federal governnment it can have huge inpacts upon
Al askan coastal comunities, fishernmen, and residents. He
reiterated his coments by saying that the legislature is
considering this issue from a different prospective. Chair
Seaton pointed out that there are many resolutions in the
menbers' packets from Alaskan coastal conmmunities who are
extrenely worried about this issue. He said while this may be a
federal mnagenent plan, it has direct effects on Al askan
coastal towns.

Nunmber 2009

CHAI R SEATON explained that this resolution is not neant to
recreate the nmanagenent plan, but to point out that certain
el enents of the nmanagenent plan are going to have severe
econom ¢ inpacts upon Al askans, Alaskan fishernmen, and Al askan
coastal towns. He said he believes it is the legislature's job
to bring forth those considerations. He pointed out that the
NPFMC is an advisory group to the Secretary of Comrerce, and
does not have the last word on this plan. Chair Seaton told the
menbers that Senator Ted Stevens will be conducting a hearing in
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May. This resolution is [meant] to provide input to those

hearings, as well as, Alaska's other delegation nenbers in
Congress, [by] letting them know our concerns on this el enent of
the plan, the way it works, and the effect it wll have on

Al askans and Al askan communiti es, he said.

CHAI R SEATON told the nenbers he believes it is the role of the
| egislature to conmment when federal actions are going to have
severe inpacts wupon coastal Al aska. He reiterated that the
| egi slature and the [NPFMC] mssions are different, and it is
not the intent of this resolution for the Al aska Legislature to

rewite the rationalization plan. He told the nenbers that he
is sure there will be a lot of testinobny today expressing the
dramatic inpact this plan will have on Al askans.

Number 2140

CHAI R SEATON poi nted out that 46 percent of the crab in Al aska
will be allocated to foreign owned conpanies. Here is a plan
that wll set forth a vast quantity of our fish into foreign

controlled countries. This was not the intent of the Magnuson
Act [ Magnuson-Stevens Fishery Conservation and Mnagenent Act]
when a 200-mle limt was established.

Number 2199

REPRESENTATI VE HEINZE asked if the anti-trust laws apply to
processors.

CHAIR SEATON replied that issue 1is being addressed in
Washi ngton, D.C Processors would probably have to have an
anti-trust exenption because this [plan] would forma cartel, he
sai d. Chair Seaton told nenbers that 90 percent of the crab
will go to six processors. These processors will forever own,
90 percent of all the crab that is produced in the Bering Sea.
He pointed out that it does not matter who produces the crab,
t hese processors will own them because the crab will have to be
sold to them Because of this, it will be necessary to get an
anti-trust exenption and that is why Congress must act on this
pl an.

Nunmber 2260
REPRESENTATI VE SAMJELS said he assunes it is the sanme problem
w th fishernen. The nunber of fishernen and crew shares have

been imted. There is the sanme capitalization problem in that
the fishermen need to limt the nunber of boats because these
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are expensive pieces of machinery, and the fishernen have the
sanme problem that the processors have once the plant and or crab
boat is built and it is not used, then the owners are stuck with
it. Wth the rise and fall of the price of the product it is a
pr obl em Representative Sanuels reiterated his original point
that the NPFMC has already | ooked at all of these issues.

CHAI R SEATON responded that there is quite a difference between

[the fishernmen and the processors]. There is a buy-back plan,
where there is a $100-million loan that the fishernen will pay
back over tine to buy out sone of the capital and renove it from
the fleet. He told the nenbers that it still cones down to a
public resource, in which there is an efficient design to
har vest . When discussing processor quota shares it is not a

public resource, it is a restriction of people's ability to sel
their product in a conpetitive nmarket system He conpared this
to a five-year plan in Russia. It is very interesting when
| ooked at from anot her perspective outside of a crab plan. This
is a structure where soneone is told where and to whom t hey have
to sell their product at a state set arbitrated price.

REPRESENTATI VE SAMUJELS replied that this plan elimnates his
ability to go fishing at all. He pointed out that this is a
shift, but the fishernmen are doing the sanme thing to the rest of
Al askans who are not [comercial] fishernen. He reiterated that
he can no | onger go crabbing. So the sane argunent can be nade
on having any plan what soever.

VICE CHAIR WLSON announced that the commttee will take public
testi mony on HIR 25.

Nunber 2412

TAMMY SCHRADER testified in support of HIR 25. She told the
menbers that she is a small-boat halibut fisherman, and is in
full support of HIR 25, which opposes processor quota shares

The reason she opposes processor quota shares is that she does
not believe it is a good precedent to change the anti-trust |aws
of the nation. She went on to say it wll upset the bal ance of
power between the processors and the fishernen. She asked the
nane of the |egislator who spoke about the [ NPFMC] process.

VICE CHAIR WLSON replied that it was Representative Sanuels.
M5. SCHRADER commented that she would |ike Representative

Samuels to know that she does not agree with the council's
[ NPFMC] process on this issue. She pointed out that the counci
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[ NPFMC] is conposed of nenbers who have potential conflicts of
interest and she does not feel that her voice was heard in this
process. The council [NPFMC] nenbers are political appointees
versus legislators who are elected officials. Ms. Schrader
explained that she could not afford to go to every counci

[ NPFMC] neeting that covered every nuance that may cone out of
t hese neetings. She said as elected officials it is inportant
| egislators hear the concerns of the comunities and she
believes it is their responsibility to go back to the council

[ NPFMC] and say | ook, the people who elected us are concerned
about this, and tell them to take another | ook. The counci

[ NPFMC] process is broken on this issue.

Number 2539

VICE CHAIR WLSON announced that there are over 30 people who
have signed up to testify, and tine is limted, so she expl ai ned
that she would be limting testinony to one and a half m nutes.

Nunber 2577

WALTER TELLMAN, Unal aska Fisherman's Association, testified in
support of HIR 25. He told the nenbers that he supports HIR 25
because free enterprise is an inportant concept to naintain.
There are many famly nenbers in the Aleut conmunity who have
children that would like to earn a living off of the resources
of the region and would like to see that door renmain open.
Unal aska is not a CDQ [community devel opnent quota] community.

Number 2624

BOB STORRS, Vice President, Unal aska Native Fisherman's
Associ ation testified in support of HIR 25. He told the nenbers
that he is a small boat fishernen, and has crab fished for many
years. He told the nenbers that it is inportant for the themto
know that there is only one active fisherman on the NPFMC. From
the very beginning the processor industry said there would be a
"poison pill", any rationalization program would have to include
a processor quota system or the processors would not allow the
plan to get through, he said.

Number 2700
MR. STORRS said the Alaska Native Fisherman's Associ ati on has
been involved from the very beginning, and he wants the nenbers

to understand that this is way nore than settling on a price for
fish, it changes the whole fabric of the comunities forever.
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For exanple, there are three people who wanted to testify from

the conmmunity today, who cannot. One was told by the processor
not to do so because he/she has a contract where they catch and
sell bait to that conpany. Another one has a snmall freezer

l ong-liner and was told that if he dared to actively oppose this
[plan], the market for his cod mght be elimnated. The third
is a person who works for a union that has close dealing with

processors and could not conpromse his position there. M.
Storrs pointed out that this [plan] reaches right into the very
fabric of the comunity. It is inportant to note that these

fishermen would be the only people in the United States who
woul d not be covered by the anti-trust |egislation and would not
be able to remain a cooperative that was initially formed seven
years ago. [ The cooperative] would be functionally illegal
because there can be no cooperative if federal |aw says 90
percent of the menbers' product has to go to the conpetition.
This policy takes a huge step back to the old days of conpany
towns [during] territorial days. M. Storrs summarized his
comments by saying he is opposed to the processor quota shares

policy.
Nunmber 2765

BOB NEHUS testified in support HIR 25. He told the nmenbers that
he is fisherman from Unal aska and is opposed the rationalization
plan for processor quota shares for crab. M. Nehus expl ai ned
that it would not only establish a precedent in the crab
industry, but it could spread statewide into other fisheries,
and per haps, nationw de.

Nunber 2786

JANI CE KRUKOFF testified in support of HIR 25. She told the
nmenbers that while she is not a fisherman, she is a 44 year
resident of Unalaska and has two children. Ms.  Krukoff
expressed her support of HIR 25 and opposition to the crab
rationalization plan. She said her boys, who are under 14 years
old, should have the opportunity to crab fish and she believes
this plan would be a detrinent to their future.

Number 2814

KEN DUCKETT, United Southeast Alaska G llnetters Association

testified in support of HIR 25. He told the nenbers that the
association is opposed to the processor [quota] shares in
princi pl e. He said the association fears that with current
stress in the salnmon industry, if this plan is established, sone
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form of reorgani zation may occur. M. Duckett told the nenbers
that if the plan is approved for the Bering Sea crab [fishery],
it may becone applicable to other fisheries, and the association
does not want that to happen. He reiterated his support of HIR
25.

Nunber 2874

KEITH GAIN, Cty Council Menber, Cty of Seldovia, testified in
support of HIR 25. He told the nenbers that Seldovia is
particularly interested in this plan as it may set a precedent
for other managenent decisions. This kind of plan has never
been done before for a |ot of good reasons. The two-pie system
is not supported by conmunities. It was brought about by power
| obbying from the canneries, he said. These are the sane Kkinds
of 1issues that brought about statehood. M. Gin told the

menbers that the residents of Seldovia opposes any kind of
cartel having a stranglehold on the state's fisheries.

Nunber 2928

FRANK KELTY testified in opposition to HIR 25. He told the
menbers that he is a fornmer 20-year elected official of
Unal aska, and worked in the seafood industry 30 years in the
comunity. He said he believes this resolution is very one-
si ded and does not make nmention of the mllions of dollars that
the processing industry sends into the general fund for the
State of Alaska through fisheries taxes. Nor does this
resolution make any nention of the mllions of dollars of
revenue that is generated in property and sales taxes that are
paid to local fishery dependent communities by the processing
sector, he said. M. Kelty told the nenbers he believes if the
government is going to give away the public resources, then it
should be given away to everyone that is invested in it. I n
Unal aska and other Bering Sea conmunities where the bulk of the
crab is processed, 85 percent is processed in conmunities in the
Beri ng Sea. He said he doubts there are very nmany resol utions
opposing this plan [from communities] in the Bering Sea area
such as Saint Paul, Saint George, and Unal aska. He suggested
that the commttee has a lot of resolutions from conmunities
that are not heavily involved in the crab fisheries. M. Kelty
sumari zed his coments by saying that he does not support the
resol uti on because he believes there needs to be consideration
for the investnent that has been made in the crab industry [by
processors].
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MR. KELTY read what Chairman Benton sent to Congress when the
pl an was adopt ed:

The adoption of the council of processing quota shares
as a fundanental part of the program is probably the
nost controversial aspect of the program However ,
the council believes as reflected in the unaninous
vote of 11 to O that the crab fisheries of the Bering
Sea and Aleutian Islands requires this innovative
conpr ehensi ve managenent appr oach to adamant |y

recogni ze and pr ot ect t he interests of al |
partici pants. It recognizes all conponents of the
fishery as a balanced linked system rather than the
i ndi vi dual conpeting opponent. It may not be an

appropriate nodel for other fisheries in the nation or
other fisheries in the North Pacific and it is not
intended to be a tenplate for other fisheries.

TAPE 03-25, SIDE B
Nunber 2991

DON GRAVES, Research and Devel opnment Manager, Uni Sea, Inc.
("Uni Sea"), City Council Menber, Cty of Unalaska, testified in
opposition to HIR 25. He told the nenbers that Uni Sea enploys
700 year-round people in Unal aska. Their conmunity has passed
resolutions supporting crab rationalization [plan], and as an
i ndi vidual, he said he supports what the NPFMC has done. He
said he believes it is in the best interest of Unalaska to nove
the plan forward. M. Gaves told the nenbers that as a
research and devel opnment manager for Uni Sea he has seen the
benefits of cooperation between the fishernen and the processors
to increase the value and nove the product forward to a retail
mar ket, and process the raw nmaterial here in Al aska. Thi s has
created nore jobs and that in turn creates nore revenues and a
tax base for the state.

MR. GRAVES said there was a person who testified earlier about
concerns on delivering to sone of the plants. One of those
people who testified against the <crab rationalization plan
delivered to his plant this norning, and there wll be no
ram fications against that person. He told the nenbers that
these businesses in Unalaska support a lot, and wthout the
vested interest of both parties, the community does not have the
resources or the ability to nake investnents to inprove products
and create nore jobs.

Nunmber 2838
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STEVEN STUBBE testified in opposition to HIR 25. He told the
menbers that he has been a resident of Dutch Harbor/Unal aska for
the past 20 years, has worked as a processor, and has sone
i nvolvenent in the fishing industry. He said he worked for one
of the smaller crab operations, and he strongly opposes any
resolution that would preclude processors from sone Kkind of
protection in this plan. It was nentioned earlier that
rationalization was patterned after |FQs. He said he does not
believe that is true, and thinks sone of it mght have cone from
the IFQ program and also the Anerican Fisheries Act. M.
Stubbe said with reference to the IFQ fisheries that he no
| onger participates in the longline halibut fishery because
outside interests, such as brokers, have taken control. These
brokers do not pay taxes in this state, do not have enployees
who work in this comunity, and the nobney goes out of the
community and out of the state of Al aska. M. Stubbe said he
finds it hard to believe that the legislature is going to
unravel a program that was brought to the council [NPFMC] by the
State of Alaska itself, and passed unaninously. There is a huge
tax base in this community and some of the best facilities,
school s, and conmunity centers have been generated by people who
have made huge investnents in Unal aska, whether the conpany is

[owned by citizens of the United States] on not. M. Stubbe
poi nted out that the NPFMC has spent years trying to protect the
communities, the harvesters, and the processors. Thi s

resolution would only serve to delay the progress of a fishery
that cannot even be nanaged by the State of Alaska at this
point. M. Stubbe sunmarized his comments by saying the nenbers
need to better educate thensel ves before objecting to the plan.

Nunber 2715

PH LLI P LESTENKOF, Gty Council Menber, Gty of Saint Paul,
testified in opposition to HIR 25. He told the nmenbers that for
the last three years he and Mayor Sinmeon Swetzof have been
attending the North Pacific Fishery Managenent Council neetings,
as the council worked on the crab rationalization program He
said as a councilnmn, |ocal halibut fisherman, and partici pant
of the local CDQ group, he does not support HIR 25. M.
Lestenkof told the nenbers that the Pribilof Islands of Saint
Paul and Saint George are unique because of their strategic
| ocation to the Bering Sea opilio crab fishery. Over 20 years
ago the Pribilof Island lost their main stay econony which was
the harvesting of the northern fur seals for comercial pelt
sal es. When that was termnated by the federal governnment the
Pribilof Islands developed their harbors, and it only succeeded
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because of the community's strategic location to the fisheries
resource. He said he wants to nmake it clear that the community
is not being threatened by processors and that the community
views this plan from their own perspective. He said because of
the processors investnents and operations in the Pribilof
| sl ands the communities are able to exist. M. Lestenkof closed
his comments by saying he does not support HIR 25.

Number 2560

SI MEON SWETZOF, JR, Myor, Cty of Saint Paul, testified in
opposition to HIR 25. He said he agrees with all the points
that M. Lestenkof mentioned. Mayor Swetzof explained that for
t hose who have not been attending all the [NPFMC] neetings, this
has been a very long process, and a difficult, painful process.
When the crab market went under, the city applied for disaster
relief, funds were received l|last year, but nothing has been
received this year. He said the comunity wants the crab
rationalization [debate] to end. Mayor Swetzof rem nded the
menbers that they need to pay very close attention to the
communities in the other parts of the state that depend entirely
on halibut and crab fisheries.

Nunmber 2425

STEVE M NOR, Public Relations/Fisheries Consultant, Gty of
Saint Paul and Central Bering Sea Fishernen's Association
(CBSFA), testified in opposition to HIR 25. He told the nenbers
that this process has been going on at the council [NPFMC] for
four years. There have been three econom sts, over 1,000 pages
of analysis, six working groups, and [many] comm ttees of which
he has served on a mgjority of them The neetings have been
held in Kodiak, Dutch Harbor, Anchorage, Sitka, and Seattle,

nunerous tinmes, so there has been access to the hearings. It
has been a very open, conprehensive, and extensive process. He
pointed out that 85 percent of the econony in Saint Paul is

based on the crab fishery. M. M nor apol ogized that there was
no testinmony before the legislature sooner, but it had been
viewed as a council [NPFMC] issue and he invested tinme and noney
t here. It was never imagined that this issue would be brought
to the state |egislature. He reiterated that the issue is very
conpr ehensi ve and conpl ex.

MR. M NOR said he wanted to refocus the discussion by addressing

sone of Chair Seaton's conments. He explained that there are
two types of coastal fisheries dependent comunities in Al aska.
There are those that rely heavily on harvesters, |ike Kodiak,
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whi ch has over 80 boats in the crab fisheries, and those that
depend heavily on processing activities |ike Dutch Harbor, Saint
Paul , and Saint George. He pointed out that these three
comunities account for over 80 percent of the opilio processing
activities. He asked the nmenbers to understand that this is not

salnmon, cod, or halibut, it is crab which is very capital
intensive, and |andings intensive, because so nuch nust be
invested in a crab plant and crab harvesting. M. M nor

coomented that nost of the letters of support [for this
resolution] are fromnon-crab comrunities.

Nunber 2287

MR, M NOR sunmarized by saying that processor quota [shares],
which seens to be the main concern, was designed over a |ong
period of time as the best community protection nmneasure. He
explained that process quotas wll be issued and are then
restricted to the communities where it earns that quota. He
pointed out that one mstake that Chair Seaton nmade in his
statenent is that the quotas can be noved. It cannot. \V/ g
M nor explained that in the first tw years the processors
cannot nove their quotas between conmunities at all. After the
first two years, the only novenent that is allowed is intra-
conpany transfers. He said he believes there are |ess than
three conpanies that can take advantage of that. Under no
circunstances wll the quota be allowed to |eave the regions in
which it was earned. He said if a processor does not want to do
business in a particular town any nore, that community through
its CDQ group or nonprofit entity can buy that quota from that
processor to keep it in the town. M. Mnor told the nenbers
that processor quotas were designed as a comrunity protection
mechani sm by the communities that are nost dependent on this
resource. He said he has not seen that fact brought up in the
di scussi on today. M. Mnor closed his coments by saying that
if the commttee votes to support HIR 25 the nenbers are saying
that the commttee is in agreenment with stripping away the only
community protections that have logically been built into this
pr ogram

Nunber 2268

JOSEPH CHILDERS, Director, Wstern @lf of Al aska Fishernen;
Board Menber, United Fishernen of Alaska (UFA); National
Commttee Issues Chairman, testified in opposition to HIR 25.
He said he wants to nmake it clear that he is representing only
the Western Gulf of Al aska Fishernmen in his testinony today. He
told the nmenbers that the fishermen in his group typically fish
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in 58-foot vessels; they harvest fish in purse seine fisheries,
troll fisheries, pot fisheries, and longline fisheries. They
harvest fish from the squid fishery off of Wndy Bay to the
troll fisheries in Adak. M. Childers said his group has solid
support for the North Pacific Fishery Managenment Council.

MR CHLDERS said it is an extrenely open, accessible, and
excruci atingly thorough process. He said to try to thunbnai

the crab process plan in an hour, day, week, nonth, or year, iIs
i npossi bl e. He told the nenbers that he has attended every
council [NPFMC] neeting for the last five years; he began
attending just prior to the inplenentation of the Anerican
Fi sheries Act. M. Childers explained that he sat through the

processor debates on pollock and crab fisheries. In all that
time, this is the first testinony he has ever given about the
crab pl an. It has been very thoroughly investigated including

three sets of economsts, one from the State of Al aska, NPFMC
econom sts, and private econom sts. Every type of analysis has
been done on this issue. He urged the nenbers to read the final
report, which is over 500 pages |ong. M. Childers told the
menbers that to think that the nenbers could debate this issue
today without reading the report is inpossible. He said the

council [NPFMC] process should not be jeopardized in any
flippant way. The process has included the WMagnuson-Stevens
Fishery Conservation and Managenent  Act, the appoi nt ment
processes, and public process. It has trenendous value. Al aska

has the strongest fisheries in the world today, the nost
dynam c, adaptive managenent prograns, and in |arge part [ NPFM]
is responsible for the system he said.

Nunber 2070

MR. CHI LDERS summarized his coments by saying rationalization
of public resources is a trenendously conplicated subject and
very enotional because it is in effect the privatization [of the
resourcej. When there are quota shares, and distribution of
public resources, that creates wealth and there are very few
things that bring up a lot of controversy when [governnent]
starts distributing the public wealth to people. He said that
is what is going on here. Quota shares are not about harvesting
fish; it is about accessing the wealth of the fishery. It can
be done by giving the shares to the harvester or the processor

but that is what is happening here. \Wat is being rationalized
is the wealth of the fishery. M. Childers told nenbers that
the communities need to be central to that. The communities
need to be far nore responsible because they are far nore
dependent than the harvesters or the processors. He said if the
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wealth of the fishery is going to be given away, do not give it
all to one group because no one has the noral high grown.

Nunber 2057

JOHN GARNER, Executive Director, North Pacific Crab Association

Omner, Northwest Seafoods, testified in opposition to HIR 25.
He told the nenbers that North Pacific Crab Association
represents about 85 percent of the crab purchased and processed
in the Bering Sea. M. Garner added that he is also an owner of
Nor t hwest Seaf oods, which has shore plants in Ketchikan, two in
Pet ersburg, Cordova, Chignik, and floating processors that
operate primarily in the Bering Sea area, one of which is in the
crab fishery. He shared that he has been fishing since he was
13 years old, was a fisherman for nmany years, and becane a
processor.

MR. GARNER told nenbers that he wants to echo what the nenbers
have already heard. This is a system c approach to rationalize
the fishery, and [the plan] attenpts to address all of the
concerns and direction from Congress in terns of developing the
pl an, he said. That direction was to include comunities,
harvesters, and processors to develop a plan that would
elimnate the race for fish, the deaths that go along with the
race that currently occurs, and conservation concerns. M.
Garner commented that the nenbers are aware that the [NPFMC] is
conposed of 11 voting nenbers - 6 are from Al aska, and the chair
is from Alaska. This plan was put forward by the representative
fromthe State of Al aska, and was voted on unani nously. He said
he supports that exhaustive process. The processors are not
saying that the fisheries need to be rationalized. He comented
that he believes that is a decision for the Secretary of
Commerce and the NPFMC. However, what the processors are saying
is that they stood at Dutch Harbor and Saint Paul Island and
made i nvestnents |ike everyone el se did.

Nunmber 1898

MR. GARNER summarized his comrents by saying that if there is
going to be a change in the way those investnents are depl oyed,
he believes the processors should be considered. He told
menbers he would send them a copy of the opinion of the
Congressional Research Service which reviewed the anti-trust
inplications of the proposed plan. It addresses many of the
concerns that have been articulated here and identifies the
nunmber of circunstances where a regulated industry of this type
of market share allocation has occurred. It makes it very clear
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that there is no anti-trust exenption with respect to price
activities, he said.

CHAI R SEATON asked those that are on-line who have witten
testinmony to please send it to the commttee.

Nunmber 1865

LI NDA KOZAK testified in support of HIR 25. She told nenbers
that she is a lifelong Al askan, has fished salnon in Bristol Bay
all of her life, and works with crabbers who fish in the Bering
Sea Al eutian Islands. Ms. Kozak pointed out that the issue of
processor shares has been rejected in every other part of the
country with the exception of Al aska. The NPFMC was required by
congressional law to analyze rationalization in the crab
fisheries and to prepare a report for Congress. They prepared
and submtted the report to Congress |last sunmer, and the action
[ NPEFMC] took on the preferred alternative is not final action by
the council, but sinply a preferred alternative to be included
in the report, she said.

M5. KOZAK pointed out that Congress nust take two specific

actions for the council [NPFM] plan to go forward. Those
[ points] include addressing the processor share quota and the
comuni ty-1l andi ng requirenent. She said it is inportant to

recogni zed that the NPFMC has not taken final action; therefore,
it is really appropriate for the legislature to look at a
resolution and nmake a finding in regard to the appropriateness
of processor shares in the state of Alaska, and whether this
shoul d be established as a precedent nationwi de. M. Kozak read
the followng text from[page 155] a portion of a report done by
the National Acadeny of Sciences that studied the issue of
processor shares:

The commttee was not convinced, however, that the
solution to the perceived problens lies in the
allocation of weither the harvesting or processing
guota shares to processors.

M5. KOZAK read another portion of the report from page 205,

saying, "Nor did the comittee find a conpelling reason to
establish a separate, conplenentary processor quota system or
two-pie system" She sunmarized by saying she supports HIR 25.

She pointed out that if there were processor shares in the sable
fish and halibut fisheries, the raw fish tax to the State of
Al aska would be substantially |ess because the price would be
substantially | ower.
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Nunmber 1718

DAVI D POLUSHKI N, K-Bay Fishing Association, testified in support
of HIR 25. He told the nenbers that the association is
primarily a small-boat fleet, under 50 feet [in length]. Most
of the comments that he wi shed to nake have already been nade,
he sai d. M. Polushkin reiterated that the association nmenbers
support HIR 25.

Number 1690

GORDON BLUE, C.R. A B. Goup, testified in support of HIR 25. He
told the nmenbers that the group includes sports nenbership, but
nost of the nenbers are independent crab vessel [owners] that
harvest crab in the Bering Sea. M. Blue said its group has
al so been involved in the NPFMC process, and found that the real
probl em that manifests with processing of quota shares that has
not been touched on is that in trying to establish [quota
shares] NPFMC has westled for a year to arrive at sone
sol utions. The council [NPFMC] prom sed |ast June that there
woul d be protection for the harvesters from the inbalance in
bargai ning power that was created by processors quota shares.
He said NPFMC pronmised that they would protect conmunities.
Then the council [NPFMC] spent the next year, actually up to
this nonth, in a coonmttee process of which the group took part
in, trying to work out how to do that and it has not succeeded,
he sai d.

Number 1592

MR. BLUE said the NPFMC cane up with a binding arbitration
met hod which would require harvesters to sign a contract before
t hey know what the price mght be. He pointed out that once the
arbitration was concluded the harvesters would be bound to
deliver no-matter-what at that price. It was inportant to note
that there were no harvester organi zations that canme out of the
NPFMC neeting in support of this plan, he said. However, he
under stands that sone organizations are trying to negotiate sone
changes. M. Blue said the |lack of support is due to the fact
that the processors have too nuch power under this plan because
the processing quota shares are market allocation to only a few
conpani es. That marketing allocation stays with the processor.
He said he heard testinony from conmunities in Wstern Al aska
who feel they have been protected by the NPFMC s actions, but
what the nenbers have not heard from people who understand that
the council's [NPFMC] plan does no such thing. There are so
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many |oopholes in the council's [NPFMC] plan that allow for
processors to nove their quotas that there is no protection for

t hese conmuniti es. Under this plan [these conmunities] very
likely will find thensel ves bereft of any processing activity in
the very near termand will be unable to get it back. M. Blue

summari zed his coments by saying that the group opposes
processi ng quotas because of the distortions that it introduces
into the market econony.

Nunber 1466

BUCK LAWKITIS, President, North Pacific Fishing Association
(NPFA), testified in support of HIR 25. He told the conmttee
that NPFA nenbers include Bering Sea crabbers, halibut and sable
fish longliners, @lf of Alaska ground fishernen, fixed-gear
harvesters, fishernen who catch and process their own fish for
export markets, and sal non fishernen. M. Lukitis reiterated
their strong support for HIR 25, and strong opposition to
processor shares in any Al aska fishery. North Pacific Fishing
Association submtted a resolution to the commttee and he hopes
t he nenbers have had a chance to review it. He commented that
NPFA and nmany people in communities see corporate consolidation
of the fisheries and the drive-by national food conpanies to
control Alaska's fishery resource nanagenent, and in turn
control fishernen in coastal comunities as the nunber one
threat they face. M. Lukitis told nmenbers that the fishernen
want the full protection of federal anti-trust [|aws. The fish
dock in Homer is thriving because of healthy conpetition anong
hal i but and sable fish buyers.

Nunber 1411

MR LUKITIS told the nenbers that there has never been a
coherent rational justification given for processor shares,
except that processors wanted them and were and are willing to
hold any fishery rationalization process hostage unless the
processors got what they wanted. He said "PQS" [processor quota
shares] in the crab plant are an artifact of the Know es
Adm ni stration. The PQS are under consideration for @ulf of
Al aska groundfish and salnon rationalization now. He said many
pointed out that the economc analysis known as the Matulich
Study used by the State of Al aska and paid for by the processors
to justify this aberrant plan which necessitates elimnating
protections under federal anti-trust laws is seriously flawed.

MR LUKITIS summarized his comments by saying that the Cenera
Accounting Ofice (GAO in Washington, D.C., canme to the sane
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conclusion that the Matulich [Study] analysis is seriously
fl aned. He enphasized earlier statenents concerning the
Nat i onal Acadeny of Science's view that "found no conpelling
reason to establ i sh separate conplinentary processor

assistance.” In conclusion, he said he supports the resolution
and believes it is inportant, not only for the crab fishery, but
for the Gulf of Al aska groundfish rationalization as well. M.

Lukitis closed by saying NPFA supports the resolution wthout
amendnent s.

Number 1309

JOE MACINKO testified in support of HIR 25. He told the nenbers
he is a 20-year resident of Alaska and a commercial fisherman.
He said he supports the resolution, but not the anendnents
because they serve to confuse the issue. Processor shares wll
facilitate the export of noney as low value fish out of the
state. It will cost the state and conmmunities jobs and tax
revenues. He pointed out that crab, pollock, and salnon are
already being sent to Thailand and China to avoid state and
| ocal taxes. M. Maci nko commented that there has been an 11-0
vote for processor shares by the NPFMC and it has been referred
to as a conpromse, but he said he believes it is nore power

politics. None of the people who voted for that plan were
subject to the processor share provision, he said. The CDQ
groups got their portion of the resource increased from 7.5
percent to 10 percent, and they are allowed to sell their

product to the highest bidder. He conpared this vote to the
[legislature's] fixing Al aska's fiscal problenms by taxing
everyone except those that live in the district represented by
the legislator who is voting. M. WMacinko told the nenbers he
does not think this is good public policy. He urged nenbers to
pl ease stand up for those in their comunities.

[ HIR 25 was hel d over. ]
ADJ OQURNVENT
There being no further business before the commttee, the House

Speci al Commttee on Fisheries neeting was adjourned at
10: 00 a. m
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