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Juneau, Al aska
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ACTI ON NARRATI VE

COCHAIR BILL THOWVAS called the House Special Commttee on
Fisheries neeting to order at 8:38:53 AM Represent ati ves
Thomas, LeDoux, Harris, Salnon, and WIson were present at the
call to order. Representative Harris arrived as the neeting was
i n progress.

HIR 15- OPEN OCEAN AQUACULTURE

8:39:13 AM

CO CHAI R THOVAS announced that the first order of business would
be HOUSE JONT RESOLUTION NO 15, "Relating to open ocean
aquaculture in the federal exclusive econom c zone."

8:39:49 AM

REPRESENTATI VE WLSON noved to adopt the proposed committee
substitute for HIR 15, |abeled 24-LS0631\F, Uternohle, 3/8/05,
as the working docunent. There being no objection, Version F
was before the conmttee.

8:40: 08 AM
| AN FISK, Staff to Representative Bill Thomas, Alaska State

Legi slature, speaking as the conmttee aide for the House
Special Commttee on Fisheries, presented HIR 15 and the
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proposed CS. He pointed out that the CS has a few additional
lines on page 1, lines 15-16, regarding genetically nodified
fish that read:

WHEREAS there are patents pending to cultivate and
introduce genetically nodified fish into open waters
which wll pose a direct threat to wld stock
fisheries

MR FISK also noted that the CS has an additional resolve on
page 2, lines 27-20:

FURTHER REOLVED that the Alaska State Legislature
respectfully urges Congress to prohibit the issuance
of any license to permt an aquaculture facility that
imports, exports, possesses, cultivates, sells or
otherwi se handles genetically nodified fish in the
federal exclusive econom c zone or has access to open
wat er s

8:41:17 AM

MR. FISK explained that HIR 15 is in reference to legislation
that is being developed by the U S. Departnent of Comrerce
Nati onal Marine Fisheries Service (NWS). He commented:

Al askans have many legitinmate concerns about this
concept, especially in light of our experience wth
farmed salnon and what that has done to our econony
and comunities.... Some of these concerns are
envi ronment al in nature, for i nst ance: di sease-
transm ssion; damage to the environment due to anoxic
conditions that are created by overfeeding in sal non
farms; concern about the health ramfications to those

consuners who choose to eat farnmed fish; and, of
cour se, escape into the natural envi ronment  of

nonnative species like Atlantic salnon. To address
these concerns, this resolution asks Congress to
require an Environnental |Inpact Statenent for any
pr oposal to license an open ocean aquaculture
oper ati on.

8:42:19 AM

MR. FISK pointed out that there are healthy existing fisheries
in the exclusive econonmc zone that have been devel oped over
decades such as the halibut and sabl efish industries, which have
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been soundly nanaged for biological and econom c sustainability.
"People are very concerned that the advent of open ocean
aquaculture is going to change the nature of the seafood
busi ness, and we need to know how this is going to affect our
communities and their economes,” he said, "so this resolution
expr esses the legislature's comm t ment t hat open ocean
aquaculture do no harm to our environment and to our
comunities.”

MR FISK remnded the conmttee that the state |Ilegislature
enacted a prohibition on finfish farmng in 1990, and now the
state fishing industry is starting to see the benefits of that
because "we've differentiated ourselves in the market; Al aska's
name is associated wth natural, wld products.” He opined that
if fish were being farned offshore of Al aska, it would confuse
the nmarket place and damage sone of +the recent industry
pr ogr ess.

8:44: 01 AM
MR. FI SK conti nued:

Runor has it that this draft legislation from [the
U S.] Departnent of Commerce is not going to include
the [North Pacific Fishery Managenent Council] in the
process of approving permts.... It's inportant that
we make a statement that the council be involved since
they manage all the other fisheries in the Qilf of
Al aska that are inportant to us.

8:45: 01 AM

COCHAIR THOVMAS noted that United Fisherman of Alaska had
submtted a letter of support for HIR 15.

REPRESENTATI VE PAUL SEATON, Al aska State Legislature, asked if
t he | anguage on page 2, lines 27-30, referred to live fish.

MR. FI SK responded that it refers to genetically nodified fish.

REPRESENTATI VE SEATON clarified, "I want to make sure that what
we're talking about is live fish or live animals, and we're not
getting too much into the inport/export business, ... J[or]

sonething that's being used for feed."

REPRESENTATI VE W LSON poi nted out the |anguage on page 1, lines
15-16, regarding genetically nodified fish.
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MR. FISK stated, "The |anguage about inport and export is in
reference to the idea of people bringing in a genetically
nodi fied organism and introducing it for the purpose of
cultivating it in the waters of the exclusive econom c zone."

8:48: 29 AM

REPRESENTATI VE HARRI S asked M. Fisk what kind of escapenent is
comng from fish farns in Wshington and British Colunbia
(B.C.).

MR. FISK replied that he did not have any nunbers, but he noted
t hat sal non have escaped from farnms in B.C. and have been found
in Alaska streanms as far west as the Al aska Peninsula. He
remarked that in the case of open ocean aquaculture, no one
knows what different species mght be proposed to be devel oped
in local waters.

8:49: 30 AM

REPRESENTATIVE HARRIS asked if there was any evidence of
di seases introducing into Al aska by the fish farms.

MR FISK replied that he was not aware of any diseases
transmtted from farned fish into Alaska wld sal nbn stocks.
However, he said, there have been docunented cases where the
i nfectious hemat opoietic neocrosis (IHN) virus and sea |lice have
been transmtted to wild fish stocks on the B.C. coast.

REPRESENTATI VE W LSON commented that her neighbor, a fishernman,
caught [an escaped farm fish] that was very wunhealthy and
covered with sea lice. She remarked that it could devastate the
entire fishing industry if [the farned fish infected the wld
st ocks] .

8:51: 54 AM

ERIC JORDAN stated that he is a lifelong Southeast Al aska
resident and a salnon troller. He nentioned that he has al so
been involved with the Al aska Mirine Conservation Council as an
outreach coordinator regarding salnon farmng and its potentia
ef fect on ecosystens. He stated:

It's ny opinion that open ocean aquaculture

presents a real threat to the health of our fishing
industry in Alaska because we are seeing increasing
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problems with ... the fish farm ng industry around the

wor | d associ at ed W th di sease, envi ronment al
pol l ution, escapes, and effects on our wld resources.
My position is ... that the Alaska |egislature should

notify the U S. Congress and others of our grave
concern about opening up federal waters to aquaculture
devel opnent, especially finfish aquaculture off the
coast of Al aska.

MR. JORDAN noted that he and two other nen were in Juneau to
meet wth Jlegislators on behalf of the Alaska Trollers
Associ ati on. He expressed appreciation to the legislature for
the work it does for the fishing industry.

8:55:22 AM

REPRESENTATI VE SEATON asked M. Jordan if he was also testifying
on shellfish, such as oysters and cl ans.

MR. JORDAN replied that he was not testifying on shellfish. He
commented that there are successful oyster farnms in Al aska and
he had not heard of any big environnental problens associated
with those. He nentioned that his friend runs a successful
scallop and oyster farmin Port Althorp. He clarified that his
testinmony specifically in opposition to finfish farm ng.

8:56:46 AM

HERMAN FANDEL testified that due to the increasing global
popul ation, it wll becone necessary to farm the oceans "just
like we farmthe |lands of the world today." He opined:

Today nore fish are needed for comrercial fishing
i ndustry, sport fishing I ndustry, tourism
subsi stance, and so on. W need nore fish to feed the
worl d and the open ocean aquacul ture program certainly
will give us nore fish. It seenms to ne that we'd | ook
very foolish today if our forefathers decided not to
farmthe fertile farmands in our country. And we nmay
| ook nore foolish in the future if we decide today to

not farm the endl ess oceans. It is inportant that we
get started now so that the rest of the world doesn't
| eave us behi nd. Open ocean aquaculture, | feel, is
the "wave of the future.” To oppose open ocean
aquaculture is like sone people ... opposing drilling
for oil in [the Arctic National WIldlife Refuge
(ANVR) | . W should not I|et fear stop progress.
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Al aska's wild stocks cannot feed the world, and we

should not expect that a shortage of fish wll

make

the prices of fish go up. Sonmewhere along the way
we're going to have to have nore fish, and we've got
some big fields out there that we can farm and get a
ot nore fish. It's comng; we mght as well adjust

our thinking to it and join in with it. | think
to our advantage to start; the sooner, the better.

8:59: 09 AM

it's

| RENE FANDEL pointed out that NMFS was pronoting legislation to
permt open ocean aquaculture in federal waters. She coment ed:

d obal marketing is consistantly increasing and
demandi ng seafood products. Openi ng aquaculture in
f eder al wat er s could and would I ncrease [the

econoni es] of Al aska coastal communities and subsidize
their fishing season. ... A five-year noratorium on

all permtting, |easing, or devel opnent of ocean

pen-

rai sed shellfish and finfish in the federal waters off
of Alaska wll just set Al aska fisherman further

behind in the devel opnent of ocean aquaculture.

The

social and economc well-being of Alaska coasta

communities could get a boost by engaging in
ocean aquacul ture. If there are problems in

open
t he

present process of aquaculture fisheries, | urge you

to gather and work to solve these problens rather

t han

to try to stop it. Again, the population of our earth

is such that we need to find ways of feeding
people wthout depleting the fish stock in
wonder ful oceans.

9:01: 09 AM

CO- CHAI R THOVAS cl osed public testinony.

9:01:17 AM

our
our

REPRESENTATIVE HARRIS noved to report CSHIR 15, |abeled 24-
LS0631\F, U ermohle, 3/8/ 05, out of conmmttee with individual

recommendati ons and the acconpanying zero fiscal notes.
REPRESENTATI VE W LSON obj ected for di scussi on purposes.

REPRESENTATI VE SEATON pointed out that the resolution
aquacul ture, which includes filter-feeding shellfish

refers to
such as
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oysters and nussels. He commented that he agreed with the
concept of not farming predatory shellfish such as |obsters and
crab, but "I'm not sure that the same conditions apply to
oysters, clans, and nussels."

9:03:19 AM

JERRY MCUNE, Lobbyist for United Fisherman of Alaska (UFA),
expl ained that the NMFS | egislation |unps everything together as

"aquacul ture”, whether it's shellfish or not. He comented that
the federal legislation wll be better understood once it is
conpletely drafted, and that if the North Pacific Fishery
Managenment Council is involved, then there would be room for
[limted shellfish farmng]. He said, "W're not opposing
shel I fish, but we're not saying right now openly until we get

sonmething that we can really get our hands around and really
tackle."

9:05:12 AM

PAULA TERREL, Al aska Marine Conservation Council, agreed wth
M. MCune, and she noted that farmng shrinp, which are also
considered shellfish, could have a big inpact on the Al aska
shrinp fishernen. She comrented that sone states are very
concerned about shrinp farm ng because of what has happened to
their markets. She said of the resolution, "It's broad because
the legislation is broad. In other places they use aquaculture
in atotally different way than we do here."

MR. McCUNE opined that each state should have sone say over what
happens off its shores.

9:06:41 AM
REPRESENTATI VE SEATON commented that he had wanted to get a fee
for how the commttee felt about including shellfish in the
resol ution.

REPRESENTATI VE W LSON r enoved her objection

M5. TERREL enphasi zed the need to keep the resolution broad for
now.

9:07:37 AM

There being no objection, CSHIR 15(FSH) was noved from the House
Special Commttee on Fisheries.
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HB 192- FI SHERI ES BUSI NESS LI CENSE; BOND

9:07: 54 AM

CO CHAI R THOVAS announced that the next order of business would
be HOUSE BILL NO 192, "An Act relating to requirenments to
obtain and maintain a fisheries business license; relating to
security required of fish processors and primary fish buyers;
and providing for an effective date.”

9: 08: 58 AM
CHUCK HARLAMERT, Juneau Section Chief, Tax D vision, Al aska
Department of Revenue presented HB 192 to the commttee. He
expl ai ned:

The bill has two primary goals, the first of which is

to increase the accountability required of processors
operating in the state for the paynent of state
obligations that support the industry. And so the
bill adds to the existing list of obligations that
must be paid to be licensed: the Unenploynment Security
contributions, ... [Cccupational Safety and Health
Association (OSHA)] fines, and the seafood marketing
assessment t hat funds [Alaska Seafood Marketing
Institute (ASM)]. The second objective of the bill
is to inprove the protections that we give fishernen
and enployees, who either work for or sell fish to
processors, under our assurity bonding provisions.
Those changes are contained in Section 2 of the bill.
They do this in a couple of different ways. First of

all, the bill ... attenpts to nmake the bonding
requi renent nore responsive to processor behavior
wi thout inpacting processors who ... don't have a

problem paying enployees or fishernen or their
[ Enpl oynent Security Contributions (ESC)]. And so it

eases the conditions on which a bond ... requirenent
can be increased. Second, it restricts the use of
real property. Current law allows real property in
lieu of a bond. If you have real property in the
state at |least equal to what your required bond |eve
would be, you don't need to post a bond. That is
difficult to go against and obtain satifaction from
and so, if a processor has denonstrated ... an

inability to pay fishernen, or enployees, or their ESC
at certain levels, they can lose the right to use rea
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property in lieu of a bond; they nust post a cash
bond.

9:11: 30 AM
MR HARLAMERT conti nued:

Thirdly, it allows [Al aska Departnent of Labor and
Wor kf orce Devel opnent ("Labor")] to reach the bond to
pay unpaid ESC contributions in a nore streanlined,
sinplified manner than they can today. Current |aw
requires Labor to get a judgnent.... This bill wll
allow themto go after that bond after their internal
adm ni strative processes are done; they'd no |onger
have to go to court.

9:12: 02 AM

REPRESENTATI VE HARRI S asked for further clarification of the
changes to the current statute.

MR. HARLAMERT explained that certain things wll not change,
such as the basic bonding requirement, which is $10,000 for a
normal processor. No changes were made to the increnments for
hi gher bond |evels, as he explained, "In the case where $10, 000
is found not to be sufficient under current |aw and under the
proposed bill, it goes up to either [$50,0000] or [$100,000],
depending on the level necessary to neet the risks anticipated
under those laws." He then clarified two principle changes:

Under current law, ... in order to increase a bond,

you actually have to have a judgnent paid from the
bond, and the bond be insufficient to pay the whole

judgment. ... Aside from operating without a |icense
or other |egal behaviour, which is unchanged by the
bill, that is the only condition under current |aw
where vyou're normally going to see a bond |[evel
i ncrease. We found that that is too restrictive, or
has been so restrictive ... that it has left us with

hi gh-risk processors with a $10,000 bond or nothing
nore that a $10,000 Deed of Trust against their real
property. That offers very Ilittle protection for
fi sherman and wage- ear ners.

9:15:35 AM

MR HARLAMERT conti nued:
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One prinmary difference is, now you don't have to
actually pay the judgnent from the bond to increase
the bond |evel. The sinple existence of a judgment
over $10,000 can increase the bond level to $50, 000.
The sinple existence of a judgnent over $50,000 wll
increase the bond to [$100, 000]. Second mmj or change
is that Labor no longer needs to bring to us a
judgnent from a court in order to go after that bond.
And so they can reach that bond quicker.

9:16: 23 AM

REPRESENTATI VE W LSON asked M. Harlamert to give the commttee
an exanple of this.

MR. HARLAMERT expl ai ned:

[ The Departnment of Revenue] holds a bond or, in the
case of real property, a Deed of Trust on the
t axpayer's property that is available to the

Department of Labor or enployees of the processor or
fishermen to pay judgnments against the processor for
unpaid wages, for unpaid fish, or for unpaid
Enpl oynment  Security Tax. And under current |aw,
Labor, even after going through their admnistrative
processes, holding hearings and allowng for due

process appeals, still has to go one step further to
court to get a judgnent to go after that bond. And
that is a principle change of the current bill. They

no |longer have to do that; they can sinply go after
the bond now. The taxpayer then has to replace it,
just like they do under existing |aw.

MR. HARLAMERT related that another primary difference is that
under current law, there is a priority for paynent of the bond,
and enpl oyees and fishernen are first, while Labor cones |ast.
In practice, he said, that priority is ineffective and would
only apply if the clains canme in at the sane tinme and were
conpeting, in which case the priority claim would be paid out
first. But if Labor came in first for an ESC claim Departnent
of Revenue would pay out the bond to Labor and, unless the
[ processor] intends to stay in business and therefore replaces
that bond, the fishermen and enployees will not be paid. He
st at ed:
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Under this bill, in order to preserve that priority,
where Labor now has an easier route to get to the bond
than fishernmen or enployees, we have basically a grab-
back provision, and so if, for instance, Labor cane in
and scooped up the bond and ... if subsequent to that
a fisherman or enployee brings a judgnent forward and
the bond that remains was insufficient to pay that

judgment, Labor is obligated under the bill to kick
back what they've collected against the bond to cover
the fishernen's claim So it's substantially nore

protection for both enployees and fishernen than under
exi sting | aw.

9:19: 28 AM

CO CHAIR LEDOUX asked M. Harlanmert why Labor would take the
bond if not for fishernen and enpl oyees.

MR. HARLAMERT replied that under current |aw and the proposed
| aw, Labor has the right to use the bond to pay unsatisfied
unpai d Enpl oynment Security Contri butions.

CO-CHAIR THOVAS asked if contracted tendernmen can file clains
agai nst processors as well.

MR. HARLAMERT replied that tendernen are not covered under
current law or the proposed bill.

COCHAIR THOVAS related a story about a contract tender who
never got paid, yet the processor continued to operate the
foll owm ng vyear. He asked if the bill could be anended to
i nclude contract tenders.

9:21: 57 AM

MR. HARLAMERT responded that the bill could be anmended to
i nclude tenders. However, he said:

Some players will inherently have a leg up on others.
W traditionally see fishernen have an advantage over
enpl oyees, for exanple, because their <clains are
larger [so] it's nobre economical to pursue them in
court. And they tend to beat enployees to the punch
at the bond. And if you introduce tenders, who, in
all likelihood ... would have an even higher claim
then you would further C. dilute fishernen's
protections and those of enpl oyees.
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CO CHAI R THOVAS expressed interest in adding new | anguage to the
bill to include contract tenders.

9:23: 36 AM

CO CHAI R LEDOUX asked if under the proposed bill, the enpl oyees
woul d be able to file a claimto a bond w thout going to court.

MR. HARLAMERT replied that the proposed bill would still require
everyone except for Labor to get a court judgnent. He explained
that the processor is entitled to due process and, unless the
Depart ment of Revenue awards it, they have to rely on sone other
body [such as a court]. He reiterated that the Departnent of
Labor provides due process in their collection of ESC but
i ndependent fishernmen and enployees have to get a court
judgnent, which is "the processor's chance to give their side of
the story."

9: 25: 40 AM

CO CHAIR LEDOUX asked if there is an admnistrative process for
enpl oyees.

MR. HARLAVERT replied that there are no hearings in the
Depart ment of Revenue's adnministration of the bond privisions.

9: 26: 28 AM

GREY M TCHELL, Director, Division of Labor Standards and Safety,
Al aska Departnent of Labor and Workforce Devel opnent, said:

There's two different reasons why the Departnent of
Labor mght be interested in a fish processor bond.
One is for taxes, and that's this Enploynent Security
Tax issue - Unenploynent Tax contributions [that] are
overdue and haven't been paid tinely. The ot her
reason is that we have workers who haven't been paid
their wages. In the case of the workers who haven't
been paid their wages, this bill doesn't change
anyt hi ng. It still requires the sanme process that is
currently in existence, which is that we go through an
adm nistrative process with the enployer to work out
the wage claim if we can, and if we can't, then we
have to take himto court and get a judgnment before we
can pursue the bond. In the case of the Unenpl oynent
| nsurance Taxes, it's essentially the sane, where the
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tax office has to get a judgnent to be able to pursue
the bond proceeds. This bill nakes it easier for the
t ax of fice to col | ect di i nquent Unenpl oynent
| nsurance Taxes, but then it also puts in this

ki ck-back requirenment where, if the Unenpl oynent
| nsurance Tax people cone in and seize the bond
proceeds, and then a fisherman or a worker cones in
and is able to get a judgnent, then that ... trunps
the tax collection and the noney had to be paid back
to the worker.

9:28: 31 AM

CO CHAI R LEDQUX conmented, "Due process doesn't mandate that the
department get a court order judgnment. It can be sinply through
the adm nistrative process of determning that ... the funds are
owed. Is that correct?"

MR. M TCHELL repli ed:

" m not sure exactly what you're asking. | think what
you're asking is whether or not the admnistrative
process with respect to determ ning whether taxes are
delinquent is sufficient for the Departnment of Revenue
to accept that as due process for seizing the bond

And that's essentially what they' ve accepted with this

bill; - t hat a final determ nation for the
Enpl oyment Security Division at Departnent of Labor
saying, "This anmount is due", is good enough; they

don't have to go to court to get that.

CO CHAI R LEDOUX asked, "Wuld it be constitutionally acceptable
to allow the bond to be seized by enployees through an
adm ni strative judgnent?" She related to the conmttee that
| ast year a processor in her district hired 20 or 30 young nen
from Turkey, but then didn't pay the nen. She noted that the

enpl oyees' cases are still pending.

9:30:47 AM

MR. M TCHELL acknow edged that there were problens with a few of
the processors recently. He comented that there are still
about 100 wage clains still open against one particular

processor, and "we're actually going to get sone percentage of
funding due to a fish pack that was seized by the U S
Department of Labor in that case, and so sonewhere close to a
half mllion dollars is going to be paid back to workers." He
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noted that in that particular case, the processor had a bond

that was secured wth real property, which nade it nore

difficult to pursue even with a judgnent because "you' re stuck

with trying to execute against a piece of property rather than a
cash bond."

9:31: 53 AM

CO CHAI R LEDQUX asked, since one of the purposes of this bill is
to prevent incidents |ike that from happening, if it would be
easier if the bond could be seized by the enployees after the
adm nistrative adjudication that they are in fact owed funds,
rather than having to go to the court to do it after the
adm ni strative adjudi cation.

MR. HARLAMERT replied that the effect of that would be to push
the fishernen's clains out of the way because, although the
adm nistrative process would sinplify the process, fisherman

woul d be left with the sane judgnment requirenent. Because the
fishermen don't have a process in place wwthin the state to have
their clainms adjudicated, they still have to go through court.

Therefore the consequence would be to have a superpriority for
wages, fishernmen would be pushed to number two, and Labor woul d
be | ast. In order to prevent that result, you would have to
find sone conparabl e adjudictive process for fishermen to get a
part of the bond.

9: 33: 58 AM

CO CHAI R THOVAS commented that he once filed against a bond, and
only three fishermen were paid off because there was no nore
noney to pay the rest of them He suggested that perhaps the
bond requirenment was too small and the bond should be increased
to $20, 000 or $30, 000.

VR. HARLAMERT noted that the Departnent of Revenue had
considered that because, in nost cases of a business
catastrophe, $10,000 is insufficient [to cover debts]. He
poi nted out that the departnent canvased other states and found
that Alaska is "already the nobst severe" state, as it is the
only state that requires a bond for fish buyers and processors,
al though many states have general |abor bond requirenents that
can be inposed at the discretion of the comm ssioner. He al so
noted: "W are |looking at sone underperform ng processors

and we wanted to address that problem but we did not want to
puni sh the processors who are good corporate citizens. And so
we felt we were limted to keeping the status quo so that any
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processor without a history of problenms is unaffected by the
bill."

9:36:17 AM

CO CHAIR THOVAS remarked, "That's another reason why | think
that the contract enployee should be involved in there, too,
because you can dunp a contract enployee if he's not protected
under the bond."

REPRESENTATI VE W LSON asked for clarification as to why sone
processors don't pay their enployees, fishernmen, and the
contract tenders.

CO CHAIR THOVAS answered, "They are bad people. ... If we can
tighten this up ... we may get rid of sone of these bad people.”
He explained that a tender could owe a fishing fleet as much as
$50, 000- $70, 000 for a three-week period and the processor could
| eave wi thout ever paying the tender. The processor could then
return to the fishing grounds the followng year wunder a
different conpany nanme, which has happened in the past, he
remarked. He said that for this reason he supports raising the
bond and addi ng contract tenders to the bill.

9:39:16 AM
CO CHAI R LEDQOUX poi nted out:

What sone of [the processors] do is they bring in
students from one country [to work at the processor]

one year - let's say they bring in students from
Turkey one year. By the next year, nobody in Turkey
wants to work for them so then they bring in students
from Croatia, for exanple, the next year. I

under stand what you fol ks are sayi ng about not wanting

to penalize ... our good processors, and so it seens
reasonable to ne to leave the initial bond at a |ow
rate, but I'm not sure that what you're going to
increase it to is enough. In other words, if sonebody
has clains of $50,000 or nore, you're increasing the
amount of the bond to $100, 000. | think that sone of
these [processors] ..., by the tine the adjudicative
process is over, are going to owe significantly nore
than $100,000. ... | would suggest that maybe if [a

processor] got a judgnent of $75,000, for exanple,
that the bond the next year be increased to twice the
amount of ... the previous year's judgnent.
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9:41: 03 AM

MR. HARLAMERT stated that he is happy to work with the committee
to try to balance the needs of the industry. He said, "W don't
want to see any unnecessary barriers to entry, and another
concern would be ... [that] it's possible that a 'good guy' can
get stuck with a judgnent."

CO CHAI R THOVAS asked M. Harlanment, "How do you track these bad
guys?"

MR. HARLAMERT r esponded:

W can only stop themunder ... the rules that the |aw
allows us to. And essentially [the Departnent of
Revenue] can only deny a license if they haven't paid
their tax, haven't secured their estimated tax, and
don't have a bond. As long as they neet those
requirenents it really doesn't matter that they have
outstanding obligations to any other business or
fishermen individually. That's just the way law is
and we're required to give them a license. ... 1In
enforcing the restrictions we do have, we | ook through
these front conpanies and | ook back to business owner,

al so the owner of sonmeone who has not paid us in prior
years, and we wll sinply look through that shell

conpany, and deny themtheir license until they pay.

9:43: 58 AM

REPRESENTATI VE W LSON comrented that there are processors that
are trying to swwtch from a cannery to val ue-added processing,
which is an expensive process, and those processors shouldn't be
penal i zed.

MR. HARLAMERT not ed:

Not al | t he [ processors] who don't pay are
legitimately called "bad guys." They are people
trying to protect their business and in dire financia
straits, and they pay what they have to to operate
first, and what they don't have to [pay] to stay in
business last. ... It's just what they have to do to
stay in business when things get |ean.

9:45: 38 AM
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CO- CHAIR LEDOUX remarked to M. Harlanert, "You say you |ook
past the shell, but | don't see anything in this statute that
has you | ooking past the shell. Is that in some other |aw
somepl ace?”

MR. HARLAMERT answered, "There is nothing in the statute. | f
you read the statute quite literally, someone could start up a
brand new conpany the very next year after they' ve stiffed us
and ask for a license.” He explained that if he can determ ne
that a new conpany is just a sham to avoid the consequences of
not paying [debts and taxes], he denies the conpany a licence.

CO CHAI R LEDOUX asked if he had done this in the past.

MR. HARLAMERT replied affirmatively.

CO CHAI R THOVAS announced that HB 192 woul d be held over.

ADJ QURNIVENT

There being no further business before the conmttee, the House

Special Commttee on Fisheries neeting was adjourned at 9:47:20
AM
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