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COWM TTEE CALENDAR

SENATE BILL NO 25
"An Act relating to labeling and identification of genetically
nodi fied fish and fish products.”

- MOVED SB 25 OQUT OF COW TTEE

HOUSE BI LL NO. 218
"An Act relating to <cost recovery fisheries for private
nonprofit hatchery facilities."

- HEARD AND HELD

HOUSE BI LL NO. 192

"An Act relating to requirenments to obtain and nmaintain a
fisheries business license; relating to security required of
fish processors and primary fish buyers; and providing for an
effective date.”

- SCHEDULED BUT NOT HEARD
PREVI QUS COW TTEE ACTI ON
BILL: SB 25

SHORT TI TLE: GENETI CALLY MODI FI ED FI SH
SPONSOR(S): SENATOR(S) ELTON, STEVENS G

01/ 11/ 05 (S) PREFI LE RELEASED 12/ 30/ 04
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01/ 11/ 05 (S) READ THE FI RST TI ME - REFERRALS

01/ 11/ 05 (S) L&C, RES

02/ 01/ 05 (S L&C AT 1:30 PM BELTZ 211

02/ 01/ 05 (S -- Meeting Reschedul ed to 02/08/05 --
02/ 08/ 05 (S L&C AT 1:30 PM BELTZ 211

02/ 08/ 05 (S) Moved SB 25 Qut of Committee

02/ 08/ 05 (S) M NUTE( L&C)

02/ 09/ 05 (S L&C RPT 4DP 1NR

02/ 09/ 05 (S) NR:  BUNDE

02/ 09/ 05 (S) DP: ELLIS, DAVIS, SEEKINS, STEVENS B
02/ 23/ 05 (S) RES AT 3: 30 PM BUTROVI CH 205

02/ 23/ 05 (S) Moved SB 25 Qut of Committee

02/ 23/ 05 (S) M NUTE( RES)

02/ 24/ 05 (9 RES RPT 4DP

02/ 24/ 05 (S) DP: WAGONER, DYSON, STEDMVAN, ELTON
03/ 07/ 05 (S) TRANSM TTED TO (H)

03/ 07/ 05 (S) VERSION: SB 25

03/ 09/ 05 (H READ THE FI RST TI ME - REFERRALS

03/ 09/ 05 (H) FSH, L&C, RES

03/ 16/ 05 (H FSH AT 8:30 AM CAPI TOL 124

BILL: HB 218
SHORT TI TLE: PRI VATE HATCHERY COST RECOVERY FI SHERI ES
SPONSOR(S): REPRESENTATI VE(S) THOVAS

03/ 15/ 05 (H) READ THE FIRST TIME - REFERRALS
03/ 15/ 05 (H) FSH, RES
03/ 16/ 05 (H FSH AT 8:30 AM CAPI TOL 124

BILL: HB 192
SHORT TI TLE: FI SHERI ES BUSI NESS LI CENSE; BOND
SPONSOR(S): RULES BY REQUEST OF THE GOVERNOR

03/ 02/ 05 (H READ THE FIRST TIME - REFERRALS
03/ 02/ 05 (H) FSH, L&C, FIN

03/ 09/ 05 (H) FSH AT 8:30 AM CAPI TOL 124

03/ 09/ 05 (H) Heard & Hel d

03/ 09/ 05 (H) M NUTE( FSH)

03/ 16/ 05 (H FSH AT 8:30 AM CAPI TOL 124

W TNESS REG STER

SENATOR KI M ELTON

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented SB 25 as bill sponsor.
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DENNI S KELSO, Ph.D., Assistant Professor

Envi ronnent al St udi es Depart nent

University of California, Santa Cruz

Santa Cruz, California

POSI TI ON STATEMENT: Testified in support of SB 25.

| AN FI SK, Staff

to Representative Bill Thomas

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 218 on behal f of Representative
Thomas, sponsor.

GARY FANDRE
Sol dot na, Al aska
POSI TI ON STATEMENT:  Expressed concerns regarding HB 218.

JASON WELLS, Executive Director

Val dez Fi sheries Devel opnent Associ ati on (VFDA)

Val dez, Al aska

PCOSI TI ON STATEMENT: Expressed concerns regardi ng HB 218.

M KE ROUND, Assistant General Manager

Sout hern Sout heast Regi onal Aquacul ture Associ ation, Inc (SSRAA)
Ket chi kan, Al aska

POSI TI ON STATEMENT: Expressed concerns regardi ng HB 218.

DEBORAH LYONS, Secretary/Treasurer

Nort her n Sout heast Regi onal Aquacul ture Associ ati on ( NSRAA)
Sitka, Al aska

POSI TI ON STATEMENT: Expressed concerns regarding HB 218.

ROB ZUANI CH, Executive Director

Al aska Sei ne Boat Omers Associ ation

Juneau, Al aska

POSI TI ON STATEMENT: Testified in support of HB 218.

BOB THORSTENSON, Executive Director

Sout heast Al aska Sei ners Associ ation

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 218.

ACTI ON NARRATI VE
CO CHAIR GABRI ELLE LEDOUX called the House Special Committee on

Fisheries neeting to order at 8:33:36 AM Represent ati ves
LeDoux, Thomas, W Ilson, and Elkins were present at the call to
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order. Representative Kapsner arrived as the neeting was in
pr ogr ess.

SB  25- GENETI CALLY MODI FI ED FI SH

8:34: 25 AM

CO CHAI R LEDOUX announced that the first order of business would
be SENATE BILL NO 25, "An Act relating to labeling and
identification of genetically nodified fish and fish products.”

8:34:49 AM

SENATOR KIM ELTON, Al aska State Legislature, presented SB 25 to
the committee on behalf of hinmself and Senator Gary Stevens,
bill cosponsors. He explained that the bill was a work product
of the [Joint Legislative Salnon Industry Task Force], and it
was introduced at the end of |ast session, but didn't pass out
of committee. He noted that this session's version of the bill
is in the exact sane formas |last year's version. He said:

What it does is it provides that genetically nodified
[GM fish that are sold in the State of Al aska at the
retail level will have to be [labeled] that it is a GV
fish. ... The other nanme for them is Frankenfish
because it involves a nodification at the genetic
| evel that can't occur naturally. At present there is
only one GV ... fish that 1is allowed 1in the
mar ket pl ace, and that's a glow in the dark aquarium
fish, but there is an application pending in front of
the [U S. Food and Drug Association (FDA)] for GM ...
Atl antic sal non. There is a U S./Canadian conpany
that right now is working to establish some sal non
farms in Nova Scotia [carrying GM Atlantic sal non].
They would put the Atlantic salnmon not only to the
mar ket pl ace but they would distribute the eggs
worl dwi de to other ... industrial salnmon farnms. There
isn'"t an awmful ot that Al aska can do when it comes to
regulating the global trade in [GVM fish, but what

this bill does is provide if those GM ... finfish or
shellfish are sold in Alaska, the Al aska consuners
will know what they're buying. It also has an
ancillary benefit that it provides a very bright |ine

between Al aska's wild salnon and industrially produced
Atl antic sal non.
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SENATOR ELTON noted that Aqua Bounty was quoted recently as
saying that they expect to get a permt for GM Atlantic sal non
within the next year.

8:37:46 AM

REPRESENTATIVE WLSON read from the sponsor statenment which
stated that the European Union, Japan, New Zealand, and
Australia already require labeling on food containing GV
products. She commented that it was really inportant for the
[ Al aska | egislature] to pass this bill.

SENATOR ELTON noted that those countries make the distinction
between GM and non-GM on vegetable products, but not on fish
products vyet. He said, "At its heart this is a consuner-
notification bill."

8:38:48 AM

CO CHAIR THOVAS pointed out that both finfish and shellfish are
named on page 4, line 4, but the title only says "fish." He
asked if both should be included in the title.

SENATOR ELTON responded, "I think in statute el sewhere "fish' is
a kind of unbrella term"”

8:39:44 AM

DENNI S KELSO, Ph.D., Assistant Professor, Environnmental Studies
Department, University of California, Santa Cruz, stated that
his research is on the inpacts of salnon farmng on the wld
sal non sector, particularly in Alaska, and on the inplications
of genetically engineered fish in commrercial aquaculture. He
sai d

| believe this 1is an inportant consuner choice

opportunity. Fish are subject to a great deal of
research right now with respect to making genetically
engi neered versions. And the reason is that they're

relatively easy to work wth; they have a short
generation tinme, the eggs are easy to manipul ate, and
so there are a nunber of species that are being worked
with. ... The one that's currently proposed for [FDA]
approval ... is Atlantic salnmon that's basically
constructed from genetic material taken from Atlantic
sal non, from the ocean pout ... and king sal non, which
supplies growth hornone DNA The claim of the owners
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of the patent on this fish is that it will reduce the
production tinme for Atlantic salnon in comrercial
salnmon farnms by roughly half, the idea being that it
woul d reduce the producers cost and allow them to put
nore Atlantic fish on the market faster. So the bil
before you actually provides consuners a choice by
informng them so that they know what kind of
production nethods they're actually supporting through
t heir purchases.

REPRESENTATI VE W LSON asked Dr. Kelso to leave his address so
that her office could contact himl ater.

8:43:. 02 AM

CO CHAI R LEDQUX cl osed public testinony.

REPRESENTATI VE WLSON noved to report SB 25 out of comittee
wi th individual recomendati ons and the acconpanying zero fiscal

not es. There being no objection, SB 25 was reported from House
Special Commttee on Fisheries.

HB 218- PRI VATE HATCHERY COST RECOVERY FI SHERI ES

8:43: 27 AM

CO- CHAI R LEDOUX announced that the next order of business would
be HOUSE BILL NO 218, "An Act relating to cost recovery
fisheries for private nonprofit hatchery facilities.”

| AN FI SK, Staff to Representative Thonmas, Al aska State
Legi sl ature presented HB 218 on behalf of Representative Thonas,
bill sponsor. He explained that there are 29 private, nonprofit
[ PNP] hatcheries statewi de which produced over 50 mllion fish
that were harvested in 2003. This accounts for about a third of
the statew de harvest by volune and about a quarter of the state
harvest by val ue. Sport fishermen caught 481,000 hatchery fish
in 2003. "It's truly been a very successful program" he
opi ned.

What we're here to discuss today is the nethod by
which hatcheries recover their costs. . Cost
recovery is currently done by a system whereby
hatcheries contract with certain processors and the
processor, through a bid process, is selected.

Typically very few fishing vessel s actual ly
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participate in the harvest. Now there's different
hat cheries that have different circunstances by which
they actually recover their costs, and what this bill

will do is it wll provide permssive |anguage that
will allow them to ... make nore fish available to
common property harvest. In Section 2 of the bill,
you'll see that there's perm ssive |anguage, and this

is one of the keys to HB 218. [Oh page 1, lines 11-
14] it specifies that a hatchery permt holder my
harvest salnmon for a facility in a special harvest
area through agents, contractees, or enployees of the
permt holder as provided under regulations of the
Board of Fi sheries or through common  property
fisheries. The remainder of the bill sets out the
process by which rates will be set for the conmon
property cost recovery fishery. It specifies that as
the bill currently reads, ... [Al aska Departnent of
Revenue] will annually, in conjunction wth
hatchery permt holders and affected fishernmen ... set
the rate for the cost recovery harvest, and they'l|
collect and distribute the funds.

MR. FI SK conti nued:

In Section 2 ... the regulations to govern this cost
recovery fishery will be set out by both the [Al aska
Depart ment of Fish and Gane] and in certain
ci rcunstances by the [Board of Fisheries]. [The Board
of Fisheries] will be involved if there is anything
that will alter allocation plans that allocate fish
between different user groups. In subsection (c)

there's language that sets out that a fisherman who
participates in the fishery agrees to the paynent of
the assessnent and so that there'll be a nethod by
which ... the assessnment will be determ ned annually.
And that's to give sone flexibility because of
changi ng mar ket circunstances.

8.47.32 AM

MR. FISK reviewed the findings in Section 1, which reads:
The Alaska State Legislature finds that the econonic
interests of the comrercial salnon fishery are best
served by the harvest of salnon returning to private

nonprofit hatcheries in common property fisheries and
the reduction or elimnation of the direct sale of
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sal non by hatchery permt hol ders, especially when all
fisheries enhancenent |oan obligations incurred for a
hat chery facility have been repaid.

8:48: 14 AM

REPRESENTATI VE ELKINS asked, "If a fisherman ... exports his own
fish, how do you know you're going to get your noney?"

MR FISK replied, "The enforcenment details of this bill are
sonething that still need to be worked out." He noted that
there is a provision near the end of the bill that states that

violations of this |law would be a class A m sdenmeanor, which is
simlar to other fishing violations.

8:49:37 AM

GARY FANDREI noted that he is the Executive Director of Cook
I nl et Aquacul ture Association (ClAA), but because the ClIAA has
not reviewed the bill, he was speaking for hinself only. He
stated that he wanted to nake three nmjor points on HB 218.

First of all, | applaud the concept. | think this is
sonething that some nenbers of the fleet have
expressed an interest in. It is also sonething that

we have |ooked at a number of tines but we haven't
quite been able to figure out how to make it work.
Having said that, |I'm not sure that this bill does it
ei t her. Another point 1'd like to nake is the bill
seens to encourage loans in that it does not allow for
the devel opnent of any type of a reserve associated
with the facility. In other words, if you conme up
short on your cost recovery one year, and you don't
have noney sone place else, you're going to have to go
out and get a loan to nake the project work for that
year. The last thing I'd like to say on the mgjor
points is that the option to use this type of cost
recovery strategy, | feel, nust be at the initiative
or the option of the hatchery operator. l"d hate to
get into a position where we're forced into doing
sonething like this, because it may not work in all
si tuations.

8:51: 22 AM

MR. FANDRElI conti nued:
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For this to work for the hatcheries, | think in sone
instances we may need to redefine our cost recovery
harvest areas, and so that should be sonething that

peopl e should be aware of. ... | also have a question
on how buyers wll keep up wth +the assessnent
program it seens a little bit cunbersone to be
dealing with an assessment program that's going to
vary area-by-area and year-to-year. ... The |ast

comment | would make is that the 40 percent assessnent
rate probably is a fairly reasonable rate to be
dealing with. W have | ooked at our prograns and that
40 percent rate represents a 1:2.5 cost benefit ratio
and that it's pretty reasonable for many of the
prograns that we do; we're usually in that 1.3 to 1:6
cost benefit ratio with nost of the programs that we
run.

8:52: 20 AM

CO CHAI R THOVAS asked M. Fandrei to describe the make up of the
Cl AA board.

MR. FANDRElI replied, "W are a regional association and we have
a nunber of conmmercial fishernen on the board. And we al so have
representatives from the local communities, the borough, and a
nunber of other groups in the area such as ... [Cook Inlet
Regi on, Incorporated (CIRI)]."

CO CHAI R THOVAS asked, "Wen you have put your cost recovery out
to bid, do you get nore for your bid for your fish than the
common property fishernen get, or so they get nore?"

MR. FANDREI responded that on the average, [CIAA] usually gets
| ess because:

In Cook Inlet, our cost recovery prograns are set up

where we are the last ones in line. In other words,
the comercial fishery goes first and if there's
anything left ..., we're allowed to cost recover those

fish and we don't really have predefined set of goals
for sone of them So on the average we probably do a
little bit less than the fleet because our fish tend
to be alittle bit nore mature.”

8:53:36 AM

CO CHAI R THOVAS asked what fish [Cl AA] produces.
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MR. FANDRElI replied that they produce sockeye for conmerci al
harvest and coho for sport harvest.

REPRESENTATI VE W LSON pointed out that Section 2 of the bill

relating to the cost recoveries, and stated, "It definitely is
permssive. | think | see the word nore than five tines."
8:54: 23 AM

CO- CHAI R THOVAS asked who forned Cl AA

MR. FANDREI answered that it was fornmed by the commerci al
fishing industry. He stated, "Qur goal is to produce fish for
the common property fishernen. W don't necessarily recognize
any particular user group in establishing that goal. But the
reality of it is [that] our income conmes from the commerci al
fishing industry.”

CO CHAI R THOVAS asked why [Cl AA] woul d have problens with giving
nore fish to the comon property fishery if [CIAA] was the
originally started by fishernen.

MR. FANDRElI replied, "That is our goal whenever we're trying to
do a common property fishery; ... to try to get the best price
we can for our fish so that we can get the greatest nunber of
fish back into the conmmon property hands."

8:55:44 AM

JASON WELLS, Executive Director, Valdez Fisheries Devel opnent
Association (VFDA), stated that he was representing Valdez
Hat chery. Regarding the findings in Section 1 of the bill, he
sai d:

| feel that these findings are inaccurate and set a
bad precedent for the PNP hatchery system Val dez
Fi sheri es Devel opnent conduct ed pr eseason sal es
agreenents with two strong buyers with whom we have
devel oped strong track records. In the past 11 years,
despite the bad pricing, we've managed to save $10
mllion or 8 mllion pounds of pink salnon by selling
our cost recovery above the grounds price. The
af orenenti oned savings have been returned to the
comon property fishery via their catch. As you can
see there is a significant economc interest in the
hat chery conducting its own cost recovery and
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conducting direct sales. The hatchery preseason sales
contracts are the |last vestige of conpetition between
processors to purchase Al aska sal non. The fishernen
no |longer have viable organizations to put upward
pressure on grounds price. M major problemwth this
legislation is the issue of whether it is voluntary on
the part of hatchery operators or whether it wll
nmorph into a mnmandatory program Qur corporation,
through the Board of Directors, is obligated to the
State of Alaska for |oan repaynent. We're obligated
to our personnel, properties, and to several snall
busi nesses. These obligations have been made under a
set of assunptions, ... that we remain in control of
our revenue stream If this legislation hinders our
ability to perform our fiduciary responsibility, it
needs to have a fiscal note attached. The Board of
Directors of a private, nonprofit hatchery corporation
nmust be allowed to choose ... to use this legislation
or not. Further, if a PNP elects to investigate a
comon property fishery for <cost recovery and it
cannot negoti ate agr eenent sui t abl e to t he
corporation's financial responsibilities, there nust
be a back-out nechani sm

8:58: 45 AM
MR. VEELLS conti nued:

If the bill remains voluntary to PNP hatchery perm:t
hol ders, there are still several problens with HB 218.
The first is that the [Alaska Departnent of Public
Safety] nmust be commtted to fish hold inspections and
to show up for each and every common property fishery
in the special harvest area. Qur experience is that
fisheries [indisc.] are not high on the [departnent’s]
priority 1list. Secondly, [regarding] page 2, lines
16-18: not all buyers or processors pay for the fish
upon which they wite fish tickets. How will the
state ensure that the hatchery gets paid for its fish

and in what time franme will those paynents be made?
Third, this | egi sl ation requires t he [ Al aska
Departnent of Revenue] to set a rate of harvest prior
to the season. ... Qur experience is that there are
too many variables such as: fish size, grounds price,
exploitation rates of the conmmon property fishery, and
ocean survivals to nmake accurate preseason estimates
of harvest. The problem has resulted in VFDA nmanagi ng
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cost recovery towards a dollar goal, not a poundage
goal or an exploitation rate. W have been doing this
since 1988 with good success. | doubt the Departnent
of Revenue will be better at predicting sal non returns
than [the Al aska Departnment of Fish & Gane (ADF&Q ],
who've thrown their hands up and no |onger make run
predictions on hatchery stocks. Finally, this
legislation |[imts the assessnent rate to 40 percent
of the run. What nmechanismis in place to ensure that
the hatchery continues to operate should we have a run
failure and all of the return is needed to cover
hat chery operati ons expenses?

9:01: 02 AM
MR WELLS conti nued:

House Bill 218 is a piece of legislation with nmany
possi bl e uni ntended consequences. This legislation
requires consultation with PNP operators before it is
rushed through. | think the intent of HB 218 woul d be
better handled in the private nonprofit boardroom by
t he fishernen.

CO CHAI R LEDOUX recommended that M. Wells submit his testinony
inwitten formas well.

9:01: 33 AM

M KE ROUND, Assistant General Manager, Southern Sout heast
Regi onal Aquacul ture Association, Inc. (SSRAA), comrented that
SSRAA is not opposed to the bill but instead views it as one of
many options that the hatchery operators could use. He stated:

W do not at this time [wish], and are not likely in
the future, to change the way we do business and cost
recovery, and we found ... that we can mnimze our
cost recovery by nmaximzing the value of our fish.
One of the things [SSRAA] does is ... make sure that
those fish do not conpete with the fishernen's fish at
the dock. W retain those fish and sell theminto the
mar ket well beyond the |ocal processor point so that
it does not conpete with the comercial fishermen's

catch at the dock, as it has very little effect, if
any, on the fluctuation of the price to the fishernen.
W see this as ... another option that the hatcheries

not only may elect to choose but should also be
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able to choose to drop it at any point where it does

not any |onger make sense. ... Sone of the aspects of
the bill seemto nmake it sound as if any tine you have
a special harvest area open to the commobn property
fishery, that all gear holders my attend that
fishery.

9:03: 56 AM

CO- CHAI R THOVAS asked who forned SSRAA.

MR ROUND replied that the commercial fishing industry forned
SSRAA, and 13 of the 21 board nmenbers are comrerci al fi shernen

CO CHAIR asked if the goal of SSRAA is to provide nore fish for
t he common property fishernen.

MR. ROUND responded affirnmatively. He stated that the ultimte

goal is that 75 percent of production would go to comon
property fishery and 25 percent would be for cost recovery
oper at i ons. He noted, "However, that also assunmes that all

things being equal, our debts are paid down, [and] we have our
reserves fully funded. There are a |ot of other considerations,
but that is our ultinate goal."

CO CHAI R THOVAS asked what the actual percentages are.
MR. ROUND answered that the nunber fluctuates each year, but

right now it is about 60 percent to common property fishery and
40 percent to the hatchery.

CO CHAI R THOVAS asked, "I wunderstood ... Ketchikan was doing al
cost recovery in the area where you could have had rotation of
fishery, and that wasn't occurring because of your debt. Was

that correct?"

MR. ROUND replied that SSRAA has debts that it has paid down.
He remarked:

Paying the bills is certainly ... the major factor in
cost recovery operations. ... Wwen we did get a |oan
from the sustai nable salnon fund, we used that noney

to buy tine in the common property fishery in the
speci al harvest area to do gear rotation. W do try
to get the benefits of hatchery production back to the
fishermen as we are able, depending upon our econonic
ci rcunst ances.
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9:06: 47 AM

CO- CHAI R THOVAS comrent ed:

When you went into ... major cost recovery there, you
shifted the gill net fleet from Ketchikan to Taku and
to Haines and to Sitka, and actually took ny earnings
while you filled your coffers ... to pay off vyour

debt, and left me hanging out here with an extra 100-
150 boats or nore because they were displaced....

MR. ROUND replied:

In the past we have received as nuch as $1.5 nillion
to $2 mllion on the enhancenment tax, and ... even
t hough the enhancenent tax we receive is considerably
reduced, | think this year's was around [$300,000].
The benefit to the fishernen is still about three to
one: three times the anmobunt of fish [that] have been
caught [conpared with] the value of what he pays in
enhancenent tax. W wuld |ike to do Dbetter,
certainly, but it still is providing a good benefit to
t he commercial fishernen.

9:08: 23 AM

CO CHAIR THOVAS asked why processors pay SSRAA nore for fish
than they pay [fishernen].

MR. ROUND replied:

W do not sell our fish to the |l|ocal processors,
peri od. W retain our cost recovery fish and sell
them into the world market at a point beyond the

processors at the local docks. ... W go through the
processing of the fish, freeze the fish, retain the
fish, and sell them through a broker. W do not sell
our fish locally to the processors unless we have a
run above and beyond our neans to deal with at the
cost recovery site, in which case it goes out for a
second place processing, and they would bid on the
fish at that point, but that hasn't occurred in a few
years.... W usually do not receive a higher price in
that case. There m ght be exceptions to that, but for
the nost part, our operations and cost recovery are
done in-house and processed and sold into the market
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wel | above the point of the |ocal processors and the
docksi de pri ce.

9:10: 31 AM
DEBORAH LYONS, Secretary/Treasurer, Northern Southeast Regiona

Aquacul ture Association (NSRAA) comrented that the NRSAA board
had just |ooked at HB 218 yesterday and hadn't yet conpletely

eval uated it. She stated that she concurred with many of the
statenents nade by the representatives of other aquaculture and
PNP hat cheri es. The bill is so conplicated that she really
wasn't sure what it neant, she opined. She stated that she was
concerned by the findings in Section 1 of the bill, and
expl ai ned:

Qur aquacul ture association is sort of like the state
in that, if we could run everything off of taxes off

of a resources, like the state runs off of taxes off
of oil, if we <could just exist solely on the
enhancenent tax that fishermen nake, it would be

great; we wouldn't have to do any cost recovery. But
you know that tax values fluctuate with the value of
your conmodity resource, and we couldn't build an
operations budget and maintain it solely on those tax
revenues, so there arose the need for the cost

recovery fisheries. ... | think this legislation grew
out of sone dissatisfaction out of a certain fishery,
and that's the H dden Falls seine fishery. And |

think fishernen should be maybe a little nore patient.
M5. LYONS conti nued:

Chum sal nmon aren't very valuable conpared to chinook

and coho, and ... we have to take a |arge nunber of
chum sal non to neet the cost recovery needs to bal ance
t he budget. But this year a great developnent is

seei ng our coho and chi nook progranms cone on |ine, and
the value of those fish as they enter into cost

recovery. This year the total cost recovery, 25
percent of that value, came from the coho and chi nook
prograns. And as those mature there will be |ess chum

salnon that need to be taken. And Hi dden Falls seine
fishermen have been before our board wth three
different proposals to change the way cost recovery is
done in that particular fishery. | believe this
legislation is directed towards NSRAA because of the
| anguage about the debt. And | think you' re wading
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into a little bit of a fish fight. And |1've seen a
few of them having served on the Board of Fisheries
and the Pacific Sal non Conm ssi on.

9:14: 01 AM
CO CHAI R THOVAS asked Ms. Lyons if she is a fisherman

M5. LYONS replied that she fished for many years wth her
husband, and currently she wrks as a crewenber on a
troller/longliner.

CO- CHAIR THOVAS remarked that to him chum fish is noney fish
even when the price is low, it's really matter of the vol une of
chuns that one catches. He asked if NSRAA has a reserve
account, and if so, how much it is.

M5. LYONS replied that the NSRAA board set a goal of reserving

$4 mllion for operational reserve to cover all costs of
operation if there was a catastrophic failure. She said, "In
establishing reserve accounts, we feel |ike we are protecting
the organization and the interests of the comrercial fishernen
by being fiscally responsible in that way." She noted that
currently NSRAA has about $3.2 mllion in the operational
reserve. She added that a financial advisor advised NSRAA to
al so save for capital projects; there is $1 nmillion in a capita
repl acenent fund, but it was advised that the fund be much
| arger. She noted that NSRAA al so has a schol arship account of

about $100, 000.

M5. LYONS noted that she didn't nmean to devaluate any fishery;
she nmeant to denonstrate the conparative values of the fish, and
"as we are able to sell nore of these coho and chinook that are
comng on line, nore of the chunms will be available in the
common property for the fishernen.”

9:17:30 AM

CO CHAIR THOVAS requested that all of the hatcheries send to him
a list of their cost recovery receipts. He remarked, "I want to
see if you're really there for the fishernen or [what] you're
there for." He reiterated his concern that cost recovery fish
prices are higher than prices for other fisheries.

9:18: 26 AM
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ROB ZUANI CH, Executive Director, Al aska Seine Boat Oamners
Associ ati on, conmment ed:

In essence what this bill does is that when a hatchery
permt holder deens it appropriate ..., revenue
heretofore generated in cost recovery fisheries could
be substituted by an assessnent on salnon |anded in
specified regions set by the hatchery operator.
There may be wordsmthing that needs to get everyone
on the sane page. But at the end of the day, this
legislation as it sits has the appropriate checks and
bal ances for the hatcheries to satisfy their fiduciary
obligations and chart a better course for Alaska's
commerci al fishernen.

MR. ZUANICH, in response to Co-Chair Thomas, comented that
Al aska Seine Boat Omers is about 70 percent seine fleet, about
10-15 percent longliners, and the rest are "m scel |l aneous."

CO- CHAIR THOVAS noted that there is no cost recovery fishery for
| ongl i ners.

9:21: 01 AM

BOB THORSTENSON, Executive Director, Southeast Al aska Seiners
Association, testified that his association strongly supports HB

218. He noted that it is not the intent of the bill to force
hat cheries to do anything. He comented, "I think this is going
to be a very progressive piece of legislation. ... The
enforcenment concerns that |'ve heard, | believe, are going to be

very easily addressed.”
9:23:47 AM

CO CHAIR THOVAS requested that anyone interested in helping to
refine HB 218 call his staff.

REPRESENTATI VE WLSON asked for further clarification on
| anguage in the bill regardi ng debt.

CO CHAI R THOVAS pointed out that this was listed in the findings
section on page 1, lines 8-9:

when all fisheries enhancenent | oan obligations
incurred for a hatchery facility have been repaid.

CO- CHAI R THOVAS conti nued:
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It is my understanding that NSRAA is one of the few
hatcheries that have probably zero-debt, and so that's
why |I'm wondering why they're concerned about
enhancenent debt, unless they're looking to obligate
the fishernen to build another hatchery or sonething.
But right now, as far as | know, they are pretty nuch
debt-free.

REPRESENTATI VE W LSON asked what happens after the debt is paid.

CO- CHAIR THOVAS replied, "Typically | think when they have cost
recovery fishery, it's to build the reserves for the next year

or to pay for the debt for that vyear. ... Several other
hat cheries | know, their debt is so huge that they need to take
every fish they can." He remarked that when hatcheries were

first built in the 1980s, fish prices were high, and so once the
prices dropped, it was difficult to pay back debt.

CO CHAIR LEDOUX commented that she was curious why sonme of the
hat cheries were selling their fish above the nmarket price. She
said, "And then you had that problem in Bristol Bay where the
cost recovery systemwas really driving the prices down."

CO- CHAIR THOVAS remarked that the only reason he could think of
for why hatcheries [were able to sell their fish at a higher
cost] than the gillnetters and the seiners was the tender fleet

costs. He expl ained, "[The hatcheries] only have to send one
big tender to a cost recovery area and haul out a mllion
pounds, whereas when you serve a gillnet fishery you'll have as

many as four tenders to pack naybe 100,000 pounds a day or
sonet hing, and they're rotating back and forth.

9:28:21 AM

CO CHAI R LEDQUX announced that HB 218 woul d be hel d over

ADJ QURNIVENT

There being no further business before the commttee, the House

Special Committee on Fisheries neeting was adjourned at 9:28:29
AM
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