ALASKA STATE LEG SLATURE
SENATE RESOURCES STANDI NG COW TTEE
February 13, 2008
3:36 p. m

VEMBERS PRESENT

Senator Charlie Huggins, Chair
Senator Bert Stednan, Vice Chair
Senator Lyda Green

Senator Lesil MQiire

Senator Gary Stevens

Senator Bill W el echowski
Senat or Thomas WAgoner

VEMBERS ABSENT
Al'l nenbers present
COW TTEE CALENDAR

SENATE BI LL NO 251
“"An Act repealing the termnation date of the vessel permt
system for the Bering Sea hair crab fishery and the weathervane
scallop fishery; and providing for an effective date."

MOVED CSSB 251( RES) OQUT OF COW TTEE

SENATE BI LL NO 246
"An Act establishing a working group to analyze the potential of
a hydroelectric power project on the Susitna R ver; and
providing for an effective date."

HEARD AND HELD

SENATE BI LL NO 248
"An Act relating to the salnon product devel opnent tax credit;
providing for an effective date by anmending an effective date in
sec. 7, ch. 57, SLA 2003, as anended by sec. 4, ch. 3, SLA 2006;
and providing for an effective date.”

SCHEDULED BUT NOT HEARD

PREVI QUS COW TTEE ACTI ON
BILL: SB 251

SHORT TI TLE: VESSEL PERM T SYSTEM
SPONSOR(s): SENATOR(s) OLSON

01/ 28/ 08 (S) READ THE FI RST Tl ME - REFERRALS

SENATE RES COW TTEE -1- February 13, 2008



01/ 28/ 08 (S) RES
02/ 13/ 08 (S) RES AT 3:30 PM BUTROVI CH 205

BILL: SB 246
SHORT TI TLE: SUSI TNA HYDRO WORKI NG GROUP; REPORT
SPONSOR(s): SENATOR(s) THOMVAS

01/ 19/ 08 (S) READ THE FIRST TIME - REFERRALS
01/ 19/ 08 (S) RES, FIN
02/ 13/ 08 (S) RES AT 3:30 PM BUTROVI CH 205

W TNESS REG STER

SENATOR DONALD COLSON

Al aska State Legislature

State Capitol

Juneau, AK

PCSI TI ON STATEMENT:  Sponsor of SB 251.

FRANK M HOVAN, Commi ssi oner

Commerci al Fisheries Entry Conm ssion

Al aska Departnment of Fish & Gane

Juneau, AK

POSI TI ON STATEMENT:  Answer ed questions and conveyed support for
SB 251.

JULI E KAVANAUGH, Fi sher man
Kodi ak, AK
PCSI TI ON STATEMENT: Opposed SB 251.

JOHN HI LSI NGER, Director

Di vi sion of Commrercial Fisheries

Al aska Department of Fish & Gane

PCOSI TI ON STATEMENT:  Supported SB 251 and answered questi ons.

OLlI VER HOLM Fi sher nan
Kodi ak, AK
PCSI TI ON STATEMENT:  Opposed SB 251.

ALEXUS KWACHKA
Kodi ak, AK
PCSI TI ON STATEMENT: Opposed SB 251.

THERESA PETERSON, Fi sher man

Kodi ak, AK
PCSI TI ON STATEMENT:  Qpposed SB 251.

SENATE RES COWM TTEE - 2- February 13, 2008



ALAN PARKS, Fi sher man
Honer, AK
PCSI TI ON STATEMENT: Opposed SB 251.

JERRY M CUNE
Uni ted Fi shernen of Al aska
POSI TI ON STATEMENT:  Supported SB 251.

SENATOR JOE THOVAS

Al aska State Legislature

State Capitol

Juneau, AK

POSI TI ON STATEMENT:  Sponsor of SB 246.

GRI ER HOPKI NS, Staff to Senator Joe Thomas

Al aska State Legislature

State Capitol

Juneau, AK

PCOSI TI ON STATEMENT: Assisted with presentation of SB 246.

ACTI ON NARRATI VE

CHAIR CHARLIE HUGA NS called the Senate Resources Standing
Commttee neeting to order at 3:36:14 PM Present at the call
to order were Senators Geen, MCQire, Stedman, W elechowski,
Wagoner, and Chair Huggins. Senator Stevens arrived shortly
t hereafter.

SB 251- VESSEL PERM T SYSTEM

3:36:46 PM

CHAI R HUGE NS announced SB 251 to be up for consideration. In
packets was a proposed conmttee substitute (CS), Version E,
| abel ed 25-LS1386\ E, Kane, 2/5/08.

SENATOR DONALD OLSON, Alaska State Legislature, sponsor of
SB 251, told nenbers this deals with a conplex situation. I n
2002 the legislature created a vessel-based permt system for
the emerging hair crab and scallop fisheries in state waters.
This was to address resource conservation concerns because of
unlimted fleet harvesting capability and to provide the
efficiencies of wunified managenent across state and federal
wat ers. Wthout SB 251, the permt system expires Decenber 30,
2008, at which tinme these two fragile fisheries wll revert to
unlimted open fisheries, creating significant pressure on the
resource and fisheries managenent.
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SENATOR OLSON said SB 251 is strongly supported by the state and
federal fisheries managers to sustain the nanagenent and
conservation values of the current system and it is strongly
supported by fishing organizations within his own district. He
also indicated it has support from the United Fishernmen of
Al aska (UFA) and ot her statew de fisheries organi zations.

SENATOR OLSON pointed out that whereas SB 251 permanently
elimnates the sunset for the vessel-based permt system the
proposed CS, Version E, sinply extends the sunset date for ten
years. This alternative proposal would trigger future
| egislative review of the nmerits of this system

SENATOR OLSON told nenbers his interest stens fromtwo Comunity
Devel opnent Quota (CDQ groups with permts in these fisheries:
1) Norton Sound Econom c Devel opnent Corporation and 2) Coastal
Vil l age Regional Fund, represented by Senators O son and Hoffman
in their respective districts. These consortiuns of coastal
villages share in the econom c benefits of high-seas fisheries;
w thout SB 251, the value of their investnents and these permts
will drop to zero, and the fisheries and economes wll be
t hr eat ened. He provided a map of villages affected if this
sunset isn't extended.

3:39: 51 PM
SENATOR STEVENS arri ved.

SENATOR COLSON highlighted the prevention of managenent chaos,
noting that prior to 2002, state and federal waters were fished
under two sets of rules and regul ations; there was a nmanagenent
agreenent between the two governnents for these fragile

fisheries, and nanagenent was given to the state. W t hout
SB 251, there'll be an open season and new regulations wll be
put in place; many nore fishernmen will be out there. Sayi ng

this affects lots of people, even sone who aren't in the
fisheries, he asked for nenbers' support.

3:41:56 PM

FRANK M HOVAN, Comm ssi oner, Commer ci al Fisheries Entry
Comm ssion (CFEC), Al aska Departnent of Fish & Gane (ADF&G5), in
response to Senator Stedman, said there are two forns of limted
entry today. One is the traditional nethod, to an individual
fisherman; this is how all the salnon fisheries are established.
O the 68 Ilimted fisheries, 66 are in the traditional
i ndi vi dual -permt system Only two fisheries - those being
| ooked at today - are under a vessel license permt system
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MR. HOVAN explained that the two fisheries generally use big
boats that have two or three skippers in a year. Under the
traditional system each skipper would have received a permt.
However, the desire was to limt this fishery to conserve the
resource. So rather than doubling or tripling the nunber of
permts, in 2002 CFEC talked wth the Ilegislature, which
authorized this new systemfor these two fisheries.

SENATOR STEDVAN surmised the departnent and admnistration
support this bill.

MR. HOVAN affirnmed that, specifying that CFEC, ADF&G the North
Pacific Fisheries Mnagenment Council (NPFMC), and UFA are in
favor. It only relates to these two fisheries where the
resource is of such concern. The previous open access led to
the 2002 legislation; the effort is to prevent going back to
t hat situation.

3:44: 47 PM
SENATOR W ELECHOWBKI asked how nmany permits are under the vesse
permt system and how many are owned by Al askans.

MR. HOVAN replied there are 8 permits in the scallop fishery and
18 in the hair crab fishery. It's a little difficult to tel
about residency, but he believes at least 3 scallop permts are
for Al aska residents; there were 4, but one noved.

MR HOMAN said in the hair crab fishery, Alaskans have an
interest in at least a third of the permts. These are vessel
permts, and a vessel can be owed by an individual, a
partnership, or a corporation. Generally, fishernen band
together to be able to afford the larger boats for these two
fisheries. It's not the sane as for salnon, where individuals
buy vessels.

SENATOR W ELECHOWEKI asked if he'd heard any opposition

MR. HOVAN replied yes; some people do not like this system but
a mpjority of those he's heard from aren't in the fishery. To
his knowl edge, the majority of fishernmen want to keep this
system because it's well managed and understandable - they know
what the rules and regulations are. Sone people don't like the
idea of limted entry to begin with, however, and would prefer
open access for all fisheries. He surmised the limted entry
systemwas instituted to prevent that kind of chaos.

3:47:45 PM
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SENATOR W ELECHOWSKI asked if Al askans are saying there are too
many out-of-state permts and they' re deni ed access.

MR. HOVAN responded that limted entry is based on historica
participation, both for the traditional system and the vessel
license program CFEC takes a fishery as it is when it's limted

and, under the Ilimted entry law, has to give credit for
hi stori cal partici pation. The State of Al aska cannot
di scrim nate between residents and nonresidents. Al'l fisheries
have sone nonresidents when they're limted. Taking limted
entry as a whole, it is about 78 percent Al askans. It has
worked well over the 30 years of limted entry, he said, wth
the sanme percentage as when it was first limted. He added

there is no way he knows of to direct a permt to an Al askan.

MR. HOMAN, in response to Chair Huggins, highlighted how fragile
the two vessel-permt fisheries are; they can't stand very much
pressure. He said going to open access would encourage nore
boats to participate. The catch for the scallop fishery is
limted by a quota system regulated by ADF&G Any addition
woul d i npact the whole fleet economcally.

CHAIR HUGA NS asked if any other aspects of Ilimted entry
protect the species.

MR. HOVAN answered that the limted entry system when designed
30 years ago, had two goals: conservation of the resource and
protecting the economc health of the participants. Al limted
entry fisheries that have been established had conservation as
the first basis. The effort is to protect the resource so it
sustains itself over tinme and provides an econony for the state.

3:51:12 PM
CHAIR HUGGA NS asked if there is an active weathervane scallop
fishery.

MR. HOVAN affirmed that. In further response, he opined that
the current quota is 500,000 pounds of shucked scallops; it has
been that for several years.

CHAIR HUGE NS noted there were affirmative nods from the
audi ence.

MR. HOVAN estimated the gross value fluctuates from perhaps
$2 million to $4 mllion. He pointed out that the Bering Sea
hair crab resource is in even worse shape; that fishery hasn't
been open for at least six or seven years. He said ADF&G is
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nmonitoring it, waiting for the resource to replenish itself so
it can be opened.

3:52: 53 PM

JULI E KAVANAUGH, Fi sherman, noted her famly lives in Kodiak and
has comercially fished from Ketchikan to Akutan for 34 years

Lifelong Al askans, they are 100 percent dependent on fishing
i ncorne. Al though they don't participate in these particular
fisheries, she said they value the decisions that affect themin
years to cone. She said while SB 251 seens basic, sinple, and
easy, the structure of these fisheries nmade it conducive for
vessels to form cooperatives and reduce the nunber of
participants in the scallop fishery from8 to 3-4.

M5. KAVANAUGH indicated in 2002, in the Grunert case, the Al aska
Suprene Court struck down 5 AAC 15.359 because it was
fundanmentally at odds with the Limted Entry Act, whose centra
prem se was that permt holders are individuals who actively
fish; a cooperative regine didn't require active participation
by permt holders. Since only 3-4 permts are fished, she asked
where the other vessels are and what other fisheries they inpact
whil e collecting royalties on Al aska's resources.

M5. KAVANAUGH said the court also expressed concern that a
cooperative-style fishery may interfere wwth CFEC s ability to
determ ne an optinum nunber of permts; the nodel destroys any
relationship between the nunber of permts issued and the
ultimate nunber of participating vessels and gear units. She
opined that the 2002 Ilegislation which allowed vessel-based
permtting was unconstitutional, going against the prem se that
access rights are for persons who actively participate.

M5. KAVANAUGH i ndi cated ADF&G has a managenent plan outline to
replace the vessel-based system and believes it has the

managenent tools and ability to inplement it. Even w thout
sufficient funding, she said, ADF&G s able staff are confident
they can care for Alaska's resources. Di sagreeing that SB 251

i s about conservation, she asked that state managers be all owed
to manage the fisheries and be given funding to do so. Voicing
concern about the precedent set by vessel-permt |egislation and
how it has been used by the Board of Fisheries in the GQulf of
Al aska, she stated strong opposition, saying SB 251 is
unconstitutional, has no nerit, and affects her and the
community where she |ives.

SENATOR GREEN requested a response.
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3:57:16 PM

MR. HOVAN responded that SB 251 doesn't authorize cooperatives
or say anything about them What can happen already, in any
fishery, is a cooperative effort by fishermen to |lower costs to
i ncrease econonic return. For exanple, the Kodiak fishery has
nine participants with traditional individual permts; they get
together and harvest fish with one or two boats, for economc
reasons. In the scallop fishery, simlarly, five boats operate
under an agreenent anong thenselves that only two or three wll
fish; they then share the harvest. Not hing new in the bill
| eads to that.

SENATOR WAGONER gave his wunderstanding that this reduces the
anount of gear effort.

MR. HOVAN affirmed that, noting there is a |lot |less pressure on
the resource by having three boats instead of five; if it goes
to open access, there'd be nmany nore boats fishing. Certainly,
ADF&G coul d restrict seasons, catch, or gear, but all those nake
it less economcally feasible for boats that participate. The
scallop fishery isn't an entry-level fishery where soneone could
just decide to hop in a boat and go. It takes an investnent
because the boats are big and there is a | ot of gear.

CHAIR HUGG NS noted it's a bottomfishery by design

MR.  HOMAN agreed. He recalled that one snall-boat scallop
fisherman had testified in earlier neetings that he doesn't go
out nost years because he can't nake any noney.

CHAIR HUGA NS asked to hear from ADF&G as wel | .

4:01: 20 PM

JOHN HI LSI NGER, Director, Commercial Fisheries D vision, Al aska
Departnment of Fish & Gane, told nenbers ADF&G supports this
bill. It has found, wunder the vessel-based |imted entry
system that this is a highly nanageable and sustainable
fishery. As M. Homan noted, only the scallop fishery is open.

MR H LSINGER noted the hair crab fishery is at |ow stock
levels; if this bill doesn't pass and it goes to open entry, it
woul d significantly delay any possible opening in that fishery.
It's partly a conservation issue related to blue king crab; that
fishery has a very low catch per pot. Wen the nunber of boats

is small, fishernmen can concentrate on the area where the hair
crab are. But as the nunber of boats increases, they tend to
spread out and increase their bycatch of blue king crab. He
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sai d ADF&G has been working hard to reduce any potential bycatch
of blue king crab in order to recover that stock.

CHAI R HUGA NS asked about other elements the conmttee should be
awar e of .

MR. HILSINGER replied that in anticipation of this limted entry
program possibly comng to an end, ADF& has been devel oping a
potential managenent plan to deal with the fishery. VWile it's
ADF&G s best attenpt to design a fishery that sustains the
stocks, however, it would lead to problens. For one thing, the
state-waters boundary line runs through the niddle of several
scallop beds; sonetines it isn't straight. It would be
extrenely difficult for a boat to stay on one side or the other.

MR. HI LSINGER explained that a boat in the state-waters fishery
woul dn't be allowed to fish in federal waters, but a federally
Iicensed boat could fish in both. To separate the catch, ADF&G
anticipates requiring boats to register for either state or
federal waters and then stay in those waters wuntil they
reregister.

MR. HILSINGER said this would conplicate nanagenent and |ikely

woul d inpact the profitability. The boats are used to tow ng
back and forth across the line. Having to stay on one side or
another wll increase costs because they'll have to lift and
then reset the gear. It will conplicate the fishery.

CHAI R HUGGE NS surm sed ADF&G prefers limted entry.

MR, HI LSINGER affirned that. In response to Senator Wagoner, he
explained that while the blue crab would be returned, that
popul ation is at such a Iow | evel that ADF&G has actually cl osed
other crab fisheries specifically to prevent such bycatch. He
indicated even the level of incidental nortality from being
caught and returned would be a problemfor that popul ation.

SENATOR STEVENS asked him to explain the contingency plan and
what the fishery would ook like if this program ended.

MR. H LSINGER answered that the following is envisioned: The
regi stration deadline would be April 1; the season opens July 1.
Since these vessels are all required to have observers on board,
observers would be identified and trained before the season
opens. Each boat would register for either state or federal
wat ers. Al though a boat could only fish in the area for which
it registered, a change of registration would be all owed.
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MR. HI LSINGER further explained that harvest totals would be
kept separate for state and federal waters; ADF&G woul d set up
separate harvest guidelines for those. About 30 percent cones
from state waters and 70 percent from federal wat ers.
Envi sioned is sonme kind of vessel nonitoring system (VSM based
on a global positioning system (GPS); a vessel could be tracked
on a computer screen to see if it was fishing in the appropriate
area, and thus ADF&G woul d know whet her the catch was from state
or federal waters.

MR. HILSINGER noted there mght be another elenment he didn't
recal | . Al so, sone fishernen mght have other proposals when
the board takes this up at its March neeting.

4:08: 59 PM

SENATOR McGU RE asked what is being done through regulation for
gear and bycatch in general, whether there has been discussion
of this in ADF&G and whether the technology and gear are
inproving at a level that the departnent is happy wth.

MR. HILSINGER replied it is discussed. Al fisheries are
different. Recently lots has been heard about sal non bycatch in
the Bering Sea pollock fishery, which is at high levels; he
opined that there isn't good technology to prevent that. There
al so are bycatch issues in longline fisheries. One in the news
recently relates to seabirds, which nay take the bait as the
gear is set or retrieved; technol ogy appears pretty effective in
preventing that, and the departnment recently put out news
releases alerting folks that they're required to have that
seabi rd- avoi dance gear onboard their vessels.

4:11:13 PM

OLl VER HOLM Fi sherman, informed nenbers that he'd been fishing
around Kodi ak Island over 40 years in many different fisheries,
t hough not the scallop fishery. He said he doesn't believe it
is appropriate for Al aska to have state-managed fisheries based
on vessels rather than individuals. It goes against the intent
of the constitutional franmers and the limtation program which
gave people the right to fish in Alaska. Wen it is switched to
vessels, it's inpossible to keep track of who owns the right.

MR. HOLM said nost bigger fisheries in Al aska are managed by the
f eder al governnent, and corporate owners have plenty of
opportunity under federal |imted entry to participate as vessel
owners; he believes it is inportant that the state not go that
route in state waters, but instead provide a counterpoint to the
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federal system so actual people and residents of Al aska have an
opportunity to make a living.

MR. HOLM downpl ayed UFA's endorsenent. Noting he's on that
board, he said this item was put on the agenda for
tel econference not long ago, with fairly short notice. The vote
was 11 for; 1 against, which was him and 8 abstentions. There
wasn't extensive debate about the nerits of this policy. He
gquestioned how that can be a ringing endorsenent for a change in
state policy.

SENATOR McGUI RE asked if M. Holm had talked to Al askans who'd
like to get into one of these fisheries but hadn't been able to.

MR. HOLM replied that people haven't been able to because of the
license limtation program He opined that there wouldn't be a
flood of new participants, because scallop fishing takes a
fairly substantial vessel, but he surm sed sonme people m ght
want to participate in the 30 percent that's in state waters.

4:14: 31 PM

ALEXUS KWACHKA, Kodiak, testified that he is absolutely opposed
to vessel-based limted entry, believing it's not in the state's
best interests. There were 12 vessels for scallops in 1996; now

there are 4. He asked where those other 8 vessels are and
whet her they receive econonmc benefits from participating in
other fisheries as well. Noting $2 nillion to $4 million is

substantial noney, M. Kwachka said he'd like to see the noney
trail and how t hat worKks.

MR. KWACHKA noted there hasn't been a hair crab fishery since
2000; he doesn't believe one is imminent and thus this seens to
be a shotgun approach to fix a small-scale problem He opi ned
that corporate ownership isn't in Alaska's best interest.
Recal ling tal k about econom c efficiencies, he said there can be

the greatest econonmic efficiencies in the world - one scallop
boat, longliner, salnon boat, and crab boat - but that's not in
Al aska's best interest. He said the "econom c inefficiencies”

of these fisheries are what drive coastal Al aska.

MR KWACHKA recalled a 2006 bill enacted to allow permt
st acki ng. He also referred to recent changes by the Board of
Fi sheries, noting one person can fish two permts with all the
units of gear. Saying consolidation isn't the route to take in
these fisheries, he instead proposed that these prograns should
be based on providing econom ¢ opportunity for Al askans.
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MR. KWACHA reported that he sits on the fish and gane advisory
commttee. Last night they | ooked at what the state has in mnd
for a scallop fishery, which he thinks is workable. Although it
would create a few problens related to the boundary line, the
l[ine is highlighted on conmputers and it's straightforward. He
specified that he doesn't support this bill.

4:17:10 PM

THERESA PETERSON, Fi sherman, Kodiak, told nmenbers she is a 20-
year resident there, a nenber of an active comercial fishing
famly, and a strong supporter of Alaska's limted entry system
and its stated policy that |limted entry pernmts only go to a
person who actively participates in a fishery. For this and
ot her reasons, she opposes SB 251.

M5. PETERSON said the authority to allocate harvest privileges
to vessel owners and corporations is fundanentally at odds wth
the Limted Entry Act. If the State of Al aska desires extrene
consolidation and absentee ownership anmong Al aska's fisheries,
| egislators need to propose such a change to the constitution
and justify, in a transparent manner, why such a nove is
beneficial to Al aska's residents.

M5. PETERSON said while this bill addresses solutions to a
particular problem within the hair crab and weathervane scall op
fisheries, it sets precedent and policy. She urged the state to
find another nethod within the framework that works for the 66
traditional limted entry fisheries. She expressed concern that
under the vessel-based program owners could designate one
person to hold and operate the permt.

M5. PETERSON opined that the contingency plan outlined by
M. Hilsinger covers the biological and managerial concerns. As

a supporter of limted entry and holder of four permts, she
expressed hope that her testinony wouldn't be discounted because
she doesn't hold a permt in this fishery. She surm sed that
permt holders who reap the benefits while not actively
participating will naturally support continuing the program

M5. PETERSON said while the NPFMC supports the bill, several

managers have inplenented rationalization prograns that have |ed
to absentee ownership of Alaska's fishing privileges, which
isn't beneficial to Alaska's residents. She expressed hope that
| egislators would stand up for coastal conmunities and keep
active participation a conponent of the [imted entry system

4:20:12 PM
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ALAN PARKS, Fishernman, Homer, noted he has participated in

commercial fisheries in Alaska for over 30 years. He voiced
adamant opposition to SB 251 and agreed wth the Kodiak
testifiers. He said the concept of vessel-based limted entry

conflicts with many philosophical approaches of the state on
fisheries allocation, shaping coastal communities, and providing
opportunity for Al askans. Expressing concern that the vessel-
based system is also corporate-based, an approach he disagrees
with, M. Parks said he doesn't favor any managenent regine that
creates absentee ownership and a revenue stream for people who
don't actively fish

MR. PARKS conveyed approval of ADF&G s contingency plan outline,

saying it's inportant to have good nonitoring. By know ng
whether the harvest is in state or federal waters, the state
will know which scallop beds are being fished and how nany

pounds cone from each bed, allowng better conservation than
now. He said the state has an opportunity here to nove forward
with regulating the state-waters fisheries to the greatest
benefit of Al askans.

4:23:46 PM

JERRY MCUNE, United Fishernmen of Alaska, pointed out that a
letter in packets says UFA doesn't support this kind of vessel-
based program except for this particular fishery. Noting there
couldn't be other progranms like this unless it went through the
| egi sl ature, he enphasized that this is about conservation.
G ting personal experience, he predicted that if it goes to open
access, folks wll try to go fishing and then overload the
fishery, leading to its closure. He said it nakes sense to UFA
to run this particular very small fishery this way.

SENATOR STEVENS asked why UFA generally opposes vessel-based
fisheries.

MR. McCUNE answered that the established program w th ownership
of permits by a person, has been in place in large fisheries.
Part of UFA's decision was because about 28 skippers would
qualify for a permt in this particular fishery. But 28 boats
would be too many for the fishery. He indicated the vessel-
based permt works for this fishery, Kkeeping it viable and
keeping a small portion of those boats working.

4:27:39 PM
CHAIR HUGA NS i nquired about UFA's vote on this.
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MR. McCUNE replied he takes his instructions fromthe board. As
long as the mpjority supports sonmething, his instruction is to
follow that. He doesn't talk about how particul ar groups vot ed.

CHAI R HUGA NS asked whether the UFA board had asked M. MCune
to testify in support of this bill.

MR MCUNE affirnmed that.

CHAIR HUGA NS asked if anyone else wi shed to testify. He then
asked M. Hilsinger to address any issues fromthe testinony.

4:28:52 PM

MR, HILSINGER returned to the issue of trying to manage the
scallop fishery under ADF&G s contingency plan. He said the
boundary line of federal waters is not a snooth |ine across the
ocean. Even though it's at three mles, it bunps around every

point of land on the coast. He surmised people mght
underestinmate the difficulty of staying wthin state waters
while fishing. It will increase enforcenent issues.

MR. HLSINGER reported that some fishernen have suggested
limting the size of the scallop dredges to slow the fishery and
make it nore manageabl e. He predicted that mght actually make
boats with federal permts not viable in the fishery, since only
those can fish in federal waters; then that whole fishery would
be at ri sk.

MR. HILSINGER noted if there were separate gear types in state
and federal waters, there'd be trenmendous enforcenent difficulty
- which boat it is, how nuch gear is on board, what size it is,
and so on, plus ensuring that the boat doesn't cross over the
line with the gear. It wouldn't be as easy to nmanage as
separate fisheries in state and federal waters.

MR. HILSINGER al so pointed out that ADF&G doesn't have precise
popul ation estimates for the scallops in state waters versus
federal waters. General ly, about one-third of the catch has
come from state waters and two-thirds from federal waters. But
there isn't the ability right now to actually survey those
waters to determ ne precise distribution. So harvest guidelines
are based on a general understanding of the historical harvest,
not necessarily on a good estimation of nunbers of scall ops.

MR. HILSINGER, in response to Senator Stevens, explained that

there is a federal program under which soneone buys a federally
approved VSM unit and then a conputer screen can be used to
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track the boat and know where it is, where it has been, and so
on. Also, each vessel is required to have an onboard observer,
who is primarily there to collect biological data but can also
try to track where the boat is. An observer has to sleep
sonetines, so solely having one on the vessel doesn't ensure
t hat ADF&G knows where it is fishing. The hope is that having
both the onboard observer and the VSMw |l allow tracking.

MR, HILSINGER noted there is sonme difficulty because the boat
isn't prohibited fromgoing into state or federal waters, but is
prohibited from fishing there. The VSM shows whether a boat is

on one side of the line or the other. If it's traveling at
fishing speed where it isn't supposed to fish, there'd be a
suspicion of fishing but no proof. There'd still have to be

enforcenent to make sure people fish where they' re supposed to.

SENATOR STEVENS remarked that the ADF&G contingency plan sounds
rational and logical. While there'd be difficulties, he didn't
see insurnount abl e probl ens.

MR. H LSINGER explained that ADF&G s plan would ultimately

depend on how many vessels participate. If there wasn't a big
increase in effort, it would probably work; a large increase
woul d be nore problemtic. One reason for the registration
deadline is so ADF&G could close an area before it even opened
if ADF&G saw a trenendous increase in effort. He enphasi zed
that the state-waters portion of an individual scallop bed can
be extrenely small, although in sonme cases it's fairly |arge.
4:36: 50 PM

SENATOR W ELECHOWSKI asked if the <court has ruled on the
constitutionality of a vessel-based permt system

MR. HOVAN cane back up and answered no. The court has ruled on
scores of limted entry cases, but not relating to vessel
[imtation. Pointing out that the term "consolidation" was used
several tinmes in testinony, he clarified that in 2002, when the
| egi sl ature approved this program it was well aware of that
issue. All these issues have been discussed in the past.

MR. HOVAN noted the statute says the Limted Entry Conm ssion
shal | adopt regulations limting the nunber of vessels that may
be held by a permt holder or group of related permt holders if
the comm ssion finds that limting the nunber of vessel permts
that may be held by a permit holder or group of related permt
hol ders is necessary to prevent the excessive concentration of
ownership of vessel permts in the fishery.
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MR. HOVAN said followwng that, a series of regulations were
adopted for these fisheries. In the scallop fishery, no person
or entity may have an interest in any nore than one permt. In
the hair crab fishery, it's limted to two; that's because when
these fisheries were limted, the hair crab fishery had
partici pants who owned two vessels. By statute and regul ation
consol i dation cannot go any further than it is, he added.

MR. HOVAN pointed out that the co-ops discussed today in this
fishery, and other fisheries of the traditional nature, are
agreenents by participants to form together for nutual benefit.
This isn't authorized or encouraged by the state. They do this
for their own betternent. This type of situation is avail able
to all fishernen

MR. HOVAN al so enphasized that the |egislation which authorized
this doesn't extend to any other fishery. The |egislature nmade
an exception for these two fisheries in 2002 so they'd be
managed differently. And CFEC cannot go into any other
fisheries with this vessel |icense program unless authorized by
the | egislature. Thus there is no spreading corporate takeover
of other fisheries.

4:41: 31 PM

SENATOR STEVENS expressed appreciation for M. Homan's |ong
i nvol venent with CFEC He asked what principles led the state
down the road of a I|imted entry program based on the
i ndi vidual, rather than the vessel

MR. HOMAN indicated in the early 1970s, when |limted entry was
established, fisheries consisted primarily of individual owners.
The legislature wanted to protect that. Limted entry was
designed to protect individuals who depend on the fishery for
their livelihood and also those who depend on the fishernen,
nostly famlies, often in rural Al aska. That has worked wel
for many years.

MR. HOVAN said as fisheries grew and other fisheries besides
sal nrbn becane involved, however, different business structures

becanme evident. Al though the traditional individual system
didn't always quite work out, it was always kept as a principle.
In fact, it is an overriding principle of the state to have an

i ndi vidual participating actively in the fishery.

MR HOVAN noted in the Gunert decision, cited earlier, the
Al aska Suprene Court wupheld that principle in the traditional
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fisheries, saying the individual was inportant, as was active

partici pation. The new system devel oped by the legislature in
2002 is an exception. Trying to accommodate the individual, and
those dependent on that individual, 1is still the guiding
principle.
4:45: 14 PM

SENATOR STEDMAN noved to adopt CSSB 251, Version E, |abeled 25-
LS1386\ E, Kane, 2/5/08, as the working docunent.

SENATOR STEVENS obj ect ed. He said lots of reasons had been
heard why the commttee shouldn't be dealing with this, and he
woul dn't repeat them all. Fi shermen in conmunities had opposed
the idea. Historically, it has been an individual -based Ilimted
entry permt system Hi ghl i ghting unintended consequences, he
opi ned that the commttee was seeing the results of that here.

SENATOR STEVENS renoved his objection and Version E was adopt ed.

CHAIR HUGA NS invited the sponsor to provide closing comrents
He noted Version E only changes the date, to Decenber 30, 2018.

SENATOR OLSON concurred. He said his heart goes out to those in
Kodi ak who have investnents and others in the private sector who
are affected negatively. But sone folks in the poorest areas of
the state have been able to subscribe to the CDQ program and
benefit because they weren't able to afford some of the big
capital investnents.

SENATOR OLSON added that no system will be perfect. Letting
this sunset creates the need for a whole set of regulations and
a bureaucracy set up with nonitors on these ships. Highlighting
the nmonunmental change and surmsing it wll have negative
effects if this program sunsets, he urged support for the bill.

4:47: 49 PM

SENATOR STEDVAN noved to report CSSB 251, Version E, out of
commttee with individual recomendations and attached fi scal
not es.

SENATOR STEVENS obj ect ed. He explained that the commttee had
heard strong opposition from the communities he represents, and
the constitutionality needs to be addressed. Al so, he saw
nothing insurnmountable with ADF&G s plan to nmanage these
fisheries if the programisn't extended.
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SENATOR STEVENS enphasi zed i ndividual ownership by real people
and providing economc opportunities for Al askans. He said
absentee ownership is an inportant issue, and this conflicts
with principles held by many including him Whi | e appreciating
M. Homan's comrents, he said this isn't a bill he wants to nove
forward. |If it does nobve, he questioned extending it ten years,
when the original programwas for eight.

SENATOR CGREEN reported being approached in the hallway by
soneone who said folks in favor of the bill had been told it
wasn't necessary to call in.

MR. HILSINGER, in response to Senator Wagoner regarding federal
requirenents, said in the scallop fishery it isn't a requirenent
to have the VM5 on board. In some other federal fisheries, it
is. Mst of the boats have it, however.

4:51:23 PM

A roll call vote was taken. Senators MQ@ire, W elechowski,
Wagoner, Geen, Stedman, and Huggins voted in favor of noving
the bill from commttee. Senator Stevens voted against it.

Therefore, CSSB 251(RES) was noved out of the Senate Resources
Standing Conmittee by a vote of 6-1.

The commttee took an at-ease from5:52: 05 PMto 4:53:02 PM

SB 246- SUSI TNA HYDRO WORKI NG GROUP; REPORT

4:53: 02 PM

CHAI R HUGE NS announced SB 246 to be up for consideration.

4:54: 47 PM

SENATOR JOE THOVAS, Al aska State Legislature, sponsor of SB 246,
told menbers this bill establishes a working group to analyze
the potential of a hydroelectric power project on the Susitna
Ri ver. It directs the governor to designate a |ead agency and
establish a working group to consult wth organizations and
departnments to analyze the hydroelectric potential. The agency
will review and update past studies, bringing the current

feasibility, demand, and cost analyses back to the |egislature
at a designated date.

SENATOR THOMAS noted in recent years Al askans have seen energy

costs skyrocket. High costs and uncertainty make it difficult
for Alaskans to mnake ends neet and also adversely affect
econoni ¢ grow h. The energy from a hydroelectric facility is

predi ctable, stable, clean, and |owcost; for instance, the
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Bradl ey Lake hydroel ectric dam produces energy for the Railbelt
at 5 cents a kilowatt hour, far below the 17.5 cents paid in the
Interior, not to nention rural areas.

SENATOR THOVAS said the mmjority of Railbelt turbine power

plants are over 30 years old; all wll need retrofitting and
repl acenent, estimated at $1 billion to $2.5 billion, a cost he
predicted will increase dramatically. Once replacenments begin,
there wll still be rising energy costs, fluctuating operating

expenses, and high-pollution facilities.

SENATOR THOVAS pointed out that 25 years ago, when a dam al ong
the Susitna R ver was |ooked at, Cook Inlet gas cost 25 cents

per mllion cubic feet, conpared to nore than $8 today. The
popul ati on was substantially |ess, and other energy costs were a
fraction of today's costs. He suggested these factors, along

with environmental and long-term energy considerations, nerit
reopeni ng the di scussion.

SENATOR THOVAS noted this anticipates that the designated agency
will work along with the U S. Arny Corps of Engineers, which was
responsi ble for the original study. Urging support for SB 246
he said nothing is as conprehensive an approach to reducing
costs, em ssions, and dependency on finite, nonrenewabl e energy
production for the Railbelt and adjacent areas.

SENATOR THOMAS, in response to Chair Huggins, relayed what is
envi si oned: The governor will pick the Al aska Energy Authority
as an energy coordinator. That agency will coordinate with the
Department of Natural Resources; Departnent of Environnental
Conservation; Department of Fish & Gane; Departnent of Labor &
Wor kf orce Devel opnent; Departnent of Comrerce, Community &
Econom c Devel opment; and Railbelt wutilities and other area
stakehol ders. The intent is to update the old study to reflect
current costs and feasibility, as well as other issues that may
have been rai sed.

SENATOR THOVAS reported that it is anticipated to be done by the
end of 2009, though he expressed wllingness to have it be
|l onger. He noted another bill addresses a |onger tinmefrane, and
the noney is addressed in both bills. Regar di ng opposition, he
said alnost every comment he's heard has been that people are
encouraged by revisiting the Susitna issue; it isn't just those
who worked on it before and thought it a good idea.

4:59: 05 PM
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GRIER HOPKINS, Staff to Senator Joe Thomas, Alaska State
Legi slature, explained that now the Railbelt uses about 800
megawatts of power, wth a maxi num capacity of about 1,400.
Expected to increase nore than 40 percent in the next 20 years,
this power is generated by an aging infrastructure. Wth nost
of it at least 30 years old, it wll have to be replaced in the
next 10 years, at a pretty high cost.

MR. HOPKI NS opined that the Susitna option needs to be | ooked at
to ensure the Railbelt isn't locked into the same path if it's
not the preferred option. This could be an overarching project
that is stable, clean, renewable, and |owcost, with predictable
energy and operating costs throughout the 100-pl us-year
I'ifespan. Reopening the study now would allow the |egislature
to make sure all options are judged before going down that path.

CHAIR HUGE NS asked which communities would benefit. He
surm sed Fairbanks wouldn't need the energy, since it would get
natural gas fromthe proposed pipeline.

SENATOR THOVAS replied he hoped so, but also believed there
woul d be a strong inpetus to sell that gas, as had happened with

oil. That would provide the nobst nonetary gain, though not
necessarily if one |ooked at econom c devel opnent in Al aska, a
t ougher hurdle. He cautioned against putting all the eggs in

one basket.

CHAIR HUGA NS asked if he'd coordinated wth any power-
generation organi zati ons or received feedback.

SENATOR THOVAS replied yes, as far as looking at their interest.
Everyone spoken with had responded positively. He surm sed nore
letters of support would be forthcom ng.

5:01:43 PM
SENATOR WAGONER informed nenbers that he'd talked to fishing
groups and other associations. At one tinme, they opposed this

project, but with new technologies and potential for rearing
sal non and ot her sport fish, they're very supportive now.

SENATOR W ELECHOWNBKI noted he'd forwarded an e-mail about
possibly getting the U S. Arny Corps of Engineers invol ved.

SENATOR THOVAS responded that involvenent of the U S Arny Corps

of Engineers is anticipated, since it did the original study.
But it isn't believed that such invol venent can be mandat ed.
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SENATOR GREEN recalled a previous study group in which the U S.
Arny Corps of Engineers was listed as a participant, possibly in
| egi sl ation. She suggested that participation is needed here.

SENATOR THOVAS replied this mght be amended to add sone
| anguage that anticipates or requests such invol venent.

CHAI R HUGE NS hel d SB 246 over.
There being no further business to cone before the committee,

Chair Huggi ns adjourned the Senate Resources Standing Conmttee
neeting at 5:03:27 PM
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