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Juneau AK
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CHAIR CHARLIE HUGA NS called the Senate Resources Standing
Commttee neeting to order at 3:38:32 PM Al nenbers were
present at the call to order.

CSHIR 14(RLS) - EXXON PLAI NTI FFS; H. R 2419, SEC. 12801

3:40: 39 PM
CHAIR HUGE NS announced CSHIR 14(RLS) to be up for
consi derati on.

SENATOR GREEN asked what the net affect the resolution would
have.

REPRESENTATI VE PAUL SEATON, sponsor of HIR 14, replied that this
resol ution came fromthe House Fisheries Commttee. HR 2419 is
a farm and energy bill that allows the over 30,000 plaintiffs in
the Exxon lawsuit, if they get a judgnent from the Suprene
Court, to take this one-tine anmount and income average over a
three-year period just like farmers can. It would also increase
the cap for a deposit into a retirement account each year. He
explained that U S. Senators Mirkowski and Stevens were able to
have this provision included in HR 2419, which is now in
conference conmittee.

CHAI R HUGE NS asked what the present tinme line is for the Exxon
Val dez settl enent.

REPRESENTATI VE SEATON replied the decision from the Suprene
Court shoul d happen sone tine in June.

SENATOR GREEN asked again what the net effect this neasure would
have and if this income would have to be declared in the year of
the claim

REPRESENTATI VE SEATON replied it would be totally dependent on
the individual circunstances because the settlenments are based
on a claimant’s participation in a fishery. It would allow
fishermen to put a larger amount into their IRA or SEP account.
Ri ght now $25,000 is the maxi mum amobunt per year that can go
into a SEP IRA and this would raise that to $100,000. The
justification is that people didn't have this noney over a |ong
period of tine when they could have invested it for their
retirement.

SENATOR CGREEN asked if any other groups had been allowed this
type of provision.
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REPRESENTATI VE SEATON answered that farmers can now incone
average over a three-year period because they have highly
vari abl e i ncone.

CHAIR HUGA NS asked if the Exxon claimants would be able to
i ncone average from 1994 through 2008.

3:47:19 PM
REPRESENTATI VE SEATON answer ed he understood it that way.

3:47:53 PM

SENATOR STEVENS said fishernen have variable incomes from year
to year and asked if an average $75,000 award could be spread
out over a three-year period - $25,000 per year.

REPRESENTATI VE SEATON replied that’'s the way it works for
farmers. This neasure applies to the tine of the original award
in 1994 through the present; so that $75,000 would be spread out
over nore years.

SENATOR STEVENS said that concept is justified because fishernen
have been so mistreated through this whole thing. “It’s taken
years and years to be resolved.”

SENATOR W ELECHOWBKI asked, for instance, if sonmeone gets $1
mllion, instead of paying the maximumtax rate of $370,000 this
year at a 37.5 percent rate, they can spread it out over 13
years (back to 1994) and pay a nuch lower tax rate and al so be
able to put $4,000/year into a Roth IRA

REPRESENTATI VE SEATON answered that was his understandi ng.

SENATOR STEDVAN asked Representative Seaton if he is a
beneficiary of this potential settlenment and if so, how nuch.

REPRESENTATI VE SEATON answered that he had tenders that
participated in the cleanup and | ost inconme, but he didn't know
how nuch that would be because tenders’ distributions haven't
been cal cul ated yet.

SENATOR WAGONER said the nethodology is there, but the figure
isn't.

SENATOR STEDMAN asked if the beneficiaries have been defined
yet .
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REPRESENTATI VE SEATON answered 33,000 class action folks are
i sted.

CHAIR HUGA NS asked if former |egislators mght be candi dates on
the list.

SENATOR WAGONER replied that he was one.

REPRESENTATI VE SEATON added that forner Speaker Sam Cotton was
al so on the list.

CHAIR HUGGA NS went back to page 1, lines 14 and 15, about the
increase in deductions and asked if that was referring to Roth
| RAs.

REPRESENTATI VE SEATON replied yes.

3:54:12 PM

PAUL SHADURA, representing hinself from Soldotna, said he is one
of the claimants and this has been going on a long tinme and he
supported HIR 14. CQur delegation has been working towards
finalization and it's inportant to realize that this bill allows
those claimants who are residents of the state to maintain sone
kind of retirement prospects here. Increasing the anount that
could be put into an IRA would take the burden off the state as
the claimants’ age and require nore assistance. The bill has a
ot of good things that will help keep the inconmes within the
state. Otherwise, nost of this noney would go directly to the
f ederal governnent.

JERRY MCCUNE, Cordova District Fishernmen United, said his
organi zation has a large percentage of the claimants. He
expl ained that this would not get fishermen out of paying taxes;
because once the nobney is withdrawmm from an |IRA taxes have to
be paid. It just increases the anount (to $100,000) that
fishermen can put into an | RA because for many years after the
spill they couldn’t fish and the price of fish was down because
of the spill when they could. So they couldn’t contribute to
their retirenments for all those years. The incone averaging
would drop their tax obligation from 35 percent to around 28
per cent .

3:56:59 PM

SENATOR MCGUIRE said only certain kinds of settlenents are
t axabl e. Conpensatory nedical settlenments are not taxable, for
i nstance. She asked if they are trying to narrow down the
puni tive danmages.
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REPRESENTATI VE SEATON answered yes and the settlenent in the
Suprene Court is for punitive danmages. He was hoping this would
encourage people to put nobre nobney into a retirenment account
because “if a settlenent comes through, there’'s going to be a
| ot of noney on the table quickly and people often nmake m st akes
and don’t invest wisely....”

SENATOR MCGUI RE said the resolution is phrased confusingly; it’s
not referring to conpensatory danages and really doesn’'t replace
| ost incone. Punitive danmages designed to deter, she explained,
and the policy behind that is if soneone is being conpensated
for a loss to make him whole, you wouldn’t tax him but punitive
damages are taxed. She thought the |anguage should be clearer.

SENATOR GREEN agreed with her and pointed out that |anguage on
line 9 says “suffered economcally.” As a result of that, she
assunmed it was conpensatory damages and not taxable. She asked
if claimants would actually be able to recalculate their taxes
over the last 14 years.

REPRESENTATI VE SEATON replied that’s what he understands H R
2419 says.

MR. MCCUNE said his update on the bill’s negotiations indicates
that it’s not 14 years now, but he thought it was $100, 000 for
the IRA and a five-year incone averaging.

CHAIR HUGA NS said this resolution is not binding, it’'s just
showi ng support. He asked if people who were conmercia
fi shermen when this happened were included in this resolution.

REPRESENTATI VE SEATON replied that was his understandi ng.

SENATOR WAGONER sai d sone people elected not to be in the class
action lawsuit and worked out their own settlenents.

MR MCCUNE said at l|east one plaintiff lives in all of the
states including H.

4:03:42 PM
CHAIR HUGA NS asked if these <claimants had already been
conpensated in some shape or formfromthis occurrence.

MR MCCUNE replied that there was a quick settlenent anong

fishermen and other affected people from Al yeska. Exxon paid for
the hearing right off the bat because Prince WIIliam Sound had
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no season; the conpensatory danages cane out and haven't all
been awarded yet because sone of that noney is held back. Plus
mtigation happened. For any settlenment, fishermen can pretty
well figure half the noney will go to attorneys and the other
half to the IRS — except this lets them put it into an IRA
There were conpensatory danmages, but each clainmant had to pay
his share of mtigation whether they were fishing or working.

CHAIR HUGA NS asked how nmuch of an award a “lucky person” would
have gotten up front.

REPRESENTATI VE SEATON replied that he wouldn't classify any of
the claimants as |ucky. The conpensatory nunbers were based on a
person’s fishing history. He didn’t know of anyone who received
nore than they would have fishing mnus their expenses which had
to be taken out. The conpensatory danages were calculated on a
person’s direct |oss.

CHAIR HUGE NS asked how nmuch noney a good fisherman would
receive

MR. MCCUNE replied that’s hard to answer because it depends on
where you fished. In Prince WIliam Sound sone of those guys
probably received $20,000 to $70, 000 minus the mtigation.

REPRESENTATI VE SEATON replied a seine boat captain and permt
owner woul d have recei ved nuch nore.

4:07:57 PM

SENATOR WAGONER said every fishery is different. Paynents were
made to sonme fishernmen early because they couldn’'t fish and
those ranged from $20,000 to $100,000 based on an individual’s
previous five years of production. In addition, the Native
corporations agreed to a settlenent, but then gave up those
nmonies to join the punitive damage |awsuit. It’s very conpl ex.

SENATOR STEVENS noved to report CSHIR 14(RLS) from conmittee
wi th individual recomrendations and attached fiscal note(s).

SENATOR WAGONER objected to state that he is a party to the
| awsuit; then he renoved his objection. There being no further
obj ecti ons CSHIR 14(RLS) noved from conmmttee.

4:10:41 PM at ease 4:13:19 PM

Confirmation- Commercial Fisheries Entry Comm ssion (CFEC)
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4:13:25 PM
CHAI R HUGA NS announced the commttee next would hear from the
Governor’s nom nees to t he Commer ci al Fi sheries Entry
Conmm ssi on.

FRANK HOMAN, Comm ssioner, Comrercial Fisheries Entry Conm ssion
(CFEC), said he is up for reconfirmation.

CHAIR HUGE NS nentioned he had been a resident of Al aska for
nore than 60 years and was in the Special Forces.

MR. HOWAN rel ated that was one of the highlights of his life. He
was a three-tine volunteer for first the Arnmy, the Airborne and
then Special Forces. He spent nost of his tinme in North Carolina
and was out in 1965 before Viet Nam He was in the Intelligence
Unit and debriefed teams comng back from Viet Nam and nade
| essons learned for those going over. He noved to Al aska when
his father worked on the Al aska H ghway during the war. Wen the
war was over, he noved to Ketchikan with his father and becane a
fi sher man.

SENATOR STEVENS said it has been a pleasure working wth M.
Homan over the years and asked him to comment on the Honman
McDowel | Marketing Service.

MR HOVAN related that in 1975 Eric MDowell had a snal
busi ness call ed McDowel | Marketing Services and at the sane tine
he had an econom c consulting business. They were often hiring
each other on their projects and formed a partnership that
| asted for many years. They parted and he went on to work with
the Senator Sturgulewski and the legislature. M. MDowell
continued with what is now the McDowel |l G oup.

CHAIR HUGE NS asked what he thought about the retirenent
liability since he was in the legislature before it becane an
i ssue.

MR HOVAN said it was a long tinme ago and he wouldn't have
guessed it coul d have happened.

CHAIR HUGGE NS asked what major |earning experience he has had
based on being a part of the process.

4:22:55 PM

MR. HOVAN answered that the three conm ssioners sit as an appeal
board that people can use when they are denied an entry permt.
What neans a lot to the comm ssioners is that they are dealing
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with peoples’ livelihoods. So, if they are denied, they |ose the
access to the fishery and the only option is to buy into it. The
commi ssioners have to |ook at the history of the person and the
participation they had in a fishery and try to conme to a fair

and reasonabl e deci sion based on statutes and regulations. “It’s
not a decision that is nmade lightly....Each case is inportant to
sonebody.”

He explained that the comm ssion has two appeal processes. It
could take several years because people have opportunities to
provide information and ask for hearings.

CHAIR HUGA NS asked if he had any experience with permt buy-
backs.

MR. HOVAN answered they hadn't had a permt buy-back on the
state level although the CFEC has a provision for it that
requires a conplicated analysis. An optinmm nunber study is
prerequisite to buy-backs in several fisheries. The problem wth
state statute is that the buy-backs have to be funded by soneone
— either by the fishermen or the |egislature and neither have
al l ocated those funds. The federal governnent could fund through
t he Magnuson Stevens Act.

CHAIR HUGA NS asked if he is concerned about any aspect of
fisheries.

4:26: 02 PM
MR. HOVAN answered the @ulf of Al aska ground fishery where state
and federal waters are divided at the three-mile line. The North

Paci fic Managenment Council is likely to limt the ground fish in
the @Qulf sonmetime in the next few years. Wen that happens,
people will fish in the open state waters if the state doesn’'t
do sonething — in his opinion.

4:27:22 PM at ease 4:27:46 PM

SENATOR STEVENS noved to forward M. Homan's nanme to the ful
body. There were no objections and it was so ordered.

CHAIR HUGA NS read the statenent indicating that forwarding his
name did not commt anyone to vote in his favor on the floor.

4:28:53 PM at ease 4:31: 01 PM

SB 284- BOARD COF FI SHERI ES: MEMBERSHI P
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4:31: 08 PM
CHAIR HUGGE NS announced SB 284 to be up for consideration.
Before the commttee was CSSB 284 ( ) 25-LS1500\ V.

SENATOR LYDA GREEN, sponsor of SB 284, indicated she didn't have
anyt hing nore to add.

4:31:31 PM

DW GHT KRAMER, Chairman, Kenai Area Fisherman's Coalition
opposed SB 284. They didn’'t support it because it dictates Board
of Fisheries seat requirenments for select user groups and takes
away the governor’'s flexibility to fill seats as necessary to
mai ntai n bal ance between user groups and diverse denographic
areas throughout the state. He said the need for regulatory
changes in the state’'s personal use fisheries have been m ni mal
The Kenai and Kasilof Rivers provide the |argest personal use
fishery opportunity in the state and the board has made very few
changes to the regulations in this fishery.

4:34: 21 PM

GERRY MERRI GAN, representing hinself from Petersburg, opposed SB
284. He said he had been attending Board of Fisheries neetings
on an off for the last 20 years for Southeast and statew de crab
and Bering Sea issues. If you |look at the volune of proposals
the board goes through, you get a healthy respect for what they
do.

He opposed SB 284 because it designates seats by sectors and
limts family affiliation and what fam |y nenbers can do for a
living. Both are very inpractical. He explained that the pool of
know edgeabl e good people who are willing to do this job and
make the necessary tinme commtnent and fill out the new
financial disclosure forns is small; this legislation will make
that pool even smaller. If the goal is to have a fair board that
follows a good public process and uses the best science, this
| egislation doesn’t do it. Designating seats to sectors will do
just the opposite. The result wll be nenbers that wll be
entrenched and represent just their sector and not the public
interest at | arge.

MR. MERRIGAN said the issues before the board are related 70
percent to commercial use, 20 percent sport and personal use and
5 percent subsistence and probably 5 percent related to
all ocation issues. Unfortunately, the 5 percent of allocation
i ssues gets all the attention. He asked the commttee to | ook at
the entire volune of board decisions over nultiple cycles of
addressing the same issues. This legislation seens to be
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responding to one event at one tine that is no doubt inportant
to those constituents. But the legislation proposes to fix a
system that is not broken and uses a sledge hammer to do it.
Sonme people think the process is fair if they just got what they
wanted, but it’'s really and issue of whether the public can
provide input along with the ADF& and the Departnent of Law.
The board nenbers can then nake a decision weighing all the
factors.

CHAI R HUGGE NS asked what m ght inprove the board s performance.

MR MERRIGAN replied to get good people on it because the

current menbers are getting worn out. Sonetinmes people — just to
make a point - will put in the sanme proposals to create a paper
trail. So, while he didn't want to deny the public access, he

t hought coming up with a way to elimnate duplicate proposals
and ones that are already in regulation would be worth | ooking
into. In terns of going for fair and bal anced, you have to step
back and |ook at it over a longer period of tinme and try to not
react to a single issue at a single neeting.

4:40: 02 PM

SENATOR GREEN observed that a de facto appointnent by
designation of user groups is already practiced; this would just
admt what is being done and clearly define it.

MR. MERRIGAN said while there are no designated seats and you
want good people, he thought they had always tried to keep
Al aska’s regions represented. The issues are very conplicated
region to region.

SENATOR GREEN agr eed.

SENATOR WAGONER commented for people who hadn't tried to
actually find qualified people to serve on the board and then
tried to talk theminto serving that a very small pool of people
is available and they do it for the fish and not the user group.

4. 44: 28 PM

SENATOR WAGONER wanted to dispel the notion that sone people
have about the nunmber Cook Inlet fishernen who have served on
the board and said in fact, not one has been on the board for
the last 35 years - and the biggest controversy every three
years is Cook Inlet. It's not a matter of comercial/sport
representation; it's a matter of fairness.

CHAIR HUGE NS said that's a debatabl e subject.
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4:45: 24 PM

LEROY CABANA, representing hinmself from Honmer, said he owns a
sei ne boat, but he sport and personal fishes, too. He opposed SB
284. He said he is a lifelong Al askan person and is offended and
outraged to be singled out as a comercial user when he does
themall.

CHAI R HUGE NS asked if he goes to Board of Fisheries neetings.

MR. CABANA answered yes and added that years of high enotion
neans nasty as usual .

SENATOR STEVENS asked if he thought M. Merrigan's summary if
t he spread of issues was correct.

4:51: 05 PM

MR. CABANA answered yes. Most of the stuff the board deals with
provi des good managenent. He agreed that the nmenbers nust have
broad experi ence.

CHAI R HUGE NS asked how he woul d i nprove the process.

MR. CABANA answered he thought the board process had inproved
except for the Susitna Valley problens. The vetting of people
who are serving on the board is better.

4:53: 21 PM

CHAIR HUGGE NS asked when he sees the major change in the
denographics that are projected to be even nore nmajor going
forward, does that cause himto think the board needs to change
how the resource is viewed.

MR. CABANA replied that the nanagenent of the Southcentral
resources are going to be under continuous pressure just Iike
they are in the Lower 48 and the voters would eventually prevail
as far as establishing a |arger percentage of the harvest. The
argunent is about why the fish aren't there and restructuring
the board won't fix that.

4:54: 41 PM at ease 4:56:19 PM

WADE WLLIS, representing hinself from Anchorage, said he
subsi sts on the Copper River; he has a degree in marine biology
and has submtted several proposals and supported SB 284. It
will insure that the board has diversity anobng user groups by
maki ng sure they are fairly represented.
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4:59: 34 PM
ROD ARNO, Executive Director, Alaska Qutdoor Council, strongly
supported SB 284.

5:02:29 PM

PAUL SHADURA, Executive Director, Kenai Peninsula Fishernmen's
Associ ation, opposed SB 284 and said this measure would not
encourage diverse views and pronote the ability to negotiate. He
pointed out that the statute also says board nenbers shoul d not
be appointed with regard to geographic | ocation or user group.

5:05: 22 PM

YAKOV REUTOQV, K-Bay Fisherman's Association from Honer, opposed
SB 284. The Board O Fisheries should neke decisions based on
sound biological data, not on an agenda. Besides this bill only
provides for two nenbers to represent comrercial fishernmen and
that wasn’t fair either. From his experience, conmrercial
fishermen are the nobst conservation mnded of people because
they want to have enough fish for everybody. They wll be the
first to support the biologists and fisheries experts in all
areas. This is just another blatant disregard by the sport fish
i ndustry for the Board of Fisheries process.

CHAIR HUGA NS noted that he is a sport fisherman and that the
bill provides for only two sport fishernen, as well. So, it
woul d be equal by desi gn.

5:07:11 PM

JESSIE NELSON, representing herself from Honmer, opposed SB 284
saying the board nmakes rules for fishernen all over the state
for all gear types and a multitude of species and experience is
vital. She said she is a comrercial and sport fisherman as nost
conmmer ci al fishermen are. She said commerci al fishernmen
understand the intricacies of gear and the rules nore so than
sport fishernmen. Mst sport fishernen think commercial fishernen
are bad and their |ivelihoods should be taken away. To put five
sport personal use nenbers and two commercial nenbers on the
board in this context is just plain wong she said.

5:09: 20 PM

SENATOR STEVENS renmarked that he was concerned about the anpunt
of activity the board has that affects comrercial fisheries and
the limted nunbers of comercial fishernen who would be all owed
to serve on it.
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CHAIR HUGGA NS held SB 284 and conmented that the nore the
menbership gravitates toward user groups, the nore self
defeating the process becones.

There being no further business to cone before the conmttee
Chair Huggi ns adjourned the neeting at 5:10:48 PM
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