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W TNESS REG STER

JIM SIMON, Acting Director

Di vi sion of Subsistence

Al aska Departnent of Fish & Gane ( ADF&G

POSI TI ON  STATEMENT: Provided an overview of the D vision of
Subsi stence, for the Al aska Departnent of Fish and Gane (ADF&G) .

M KE DAI GNEAULT, Regi onal Supervi sor

Anchorage Area O fice

Di vi si on of Habitat

Al aska Departnent of Fish & Gane ( ADF&G

Anchor age, Al aska

POSI TI ON  STATEMENT: Provided an overview of the D vision of
Habitat, on behalf of the Alaska Departnment of Fish & Gane
( ADF&G) .

KERRY HOWARD, Director

D vi si on of Habitat

Al aska Departnent of Fish & Gane ( ADF&G

Juneau, Al aska

PCSI TI ON STATEMENT: Provided comments in conjunction with the
overview of the Division of Habitat, on behalf of the Al aska
Department of Fish & Gane (ADF&G) .

CURTI S THAYER, Deputy Conmm ssi oner

Depart ment of Commrerce, Conmunity & Econom c Devel opnent ( DCCED)
Anchor age, Al aska
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PCSI TI ON STATEMENT: Provi ded coments on HB 121, on behalf of
the Departnment of Commerce, Comunity & Econonic Devel opnent
( DCCED) .

WANETTA AYERS, WManager

O fice of Econom c Devel opnent

Depart ment of Comrerce, Conmunity & Econom c Devel opnment ( DCCED)
Anchor age, Al aska

POSI TI ON STATEMENT: Provided comments on HB 121, on behalf of
the Departnment of Commerce, Comunity & Econonic Devel opnent
( DCCED) .

RUSSELL DI CK, President and CEO

Haa Aani, LLC

Seal aska Cor poration

Juneau, Al aska

PCOSI TI ON STATEMENT: Testified in support of HB 121.

RODGER PAI NTER, Presi dent

Al aska Shellfish Growers Associ ation

Juneau, Al aska

POSI TI ON  STATEMENT: Provided comments and responded to
guestions during the hearing on HB 121.

RI CHARD YANMADA

Vi ce President

Al aska Charter Associ ation

Auke Bay, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 121.

ACTI ON NARRATI VE
5:01: 31 PM

CHAIR STEVE THOWPSON called the House Special Conmmttee on
Fisheries neeting to order at 5:01 p.m Present at the call to
order were Representatives Thonpson, Austernman, Herron, and
Pruitt. Represent ati ves Kawasaki, Johnson, and MIller arrived
while the neeting was in progress.

OVERVI EWS): Division of Subsistence, Al aska Departnment of Fish
and Gane ( ADF&G)

5:01: 43 PM
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CHAI R THOWPSON announced that the first order of business woul d
be an overview from the Division of Subsistence, of the Al aska
Department of Fish and Gane (ADF&G) .

5:02: 34 PM

JIM SIMON, Acting Director, D vision of Subsistence, Al aska
Department of Fish & Game (ADF&G), paraphrased from a prepared
statenent, which read as follows [original punctuation provided]
wi th acconpanyi ng slides:

The Division of Subsistence becane Alaska' s |ead
agency in collecting information about customary and
traditional subsistence uses because of state and
federal statutes passed as a conpronise follow ng the
settl ement of Al aska Native | and cl ai ns.

When the | egislature passed the 1978 state subsistence
law, it found that ®“it is in the public interest to
clearly establish subsistence use as a priority use of
Al aska’s fish and gane resources and to recognize the
needs, custons, and traditions of Alaska residents.”
The duties of the Subsistence Division are laid out in
statute.

ANI LCA requires a priority for subsistence uses on
federal lands, which make up about 60percent of
Al aska's land base. ANILCA also requires a system for
providing scientific support data to nanagenent and
advi sory bodi es.

Subsi stence, as defined in both state and federal |aw,
is not limted to Al aska Natives. In 1989, the Al aska
Suprenme  Court ruled that a rural priority for
subsistence is a violation of the Al aska Constitution

which led to the passage of +the current state
subsi stence law in 1992. All Al askan residents are
eligible to participate in subsistence hunting and
fishing opportunities.

The Subsi st ence Division’s m ssi on i's to
scientifically quanti fy, eval uat e, and report
information about customary and traditional uses of
Al aska’s fish and wildlife resources.

W acconplish our mssion through systenmatic hunman
di rensions research followng international socia
science research and ethical st andar ds. These
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standards include: systematic data coll ection nethods,
data anal ysis nethods, and scientific reporting.

The Subsi st ence Division’s pr of essi onal et hics
standards include follow ng established community and
tribal consultation policies to pronote extensive
comunity invol venent in our research and adherence to
state statutes pertaining to confidentiality. we
obtain community approval prior to initiating a
community study. W hire local research assistants to
hel p conduct household surveys, which provide sone
l[imted but much needed W nt er enpl oynment
opportunities. W also provide comunities wth
public review drafts of research reports.

The Subsistence Division has identified two core
services to acconplish our mssion: (1) research and
publish research results on customary and traditiona
uses of fish and wildlife resources; and (2) provide
research results to the Al aska Boards of Fisheries and
Gane and managenent prograns to support inplenentation
of Al aska’s subsistence | aw.

This slide provides an exanple of some of our research
products resulting from conprehensive subsistence
research conducted in the comunity of Kivalina as
part of the environnmental inpact statenment associated
with expanding the Red Dog M ne. The dots represent
180 resource harvest locations by 35 households and
t he shape represents the search areas of those sane 35
househol ds.

[ NOTE: A map was projected fromthe TP 354 Subsistence
Harvests in Northwest Alaska, Kivalina and Noatak,

2007. ]

Thi s slide illustrates our budget ary recei pt
authorities from last fiscal year and for the current
fiscal year. This year’s increase in General Fund
stens from a one-year increment to study the

soci oeconom ¢ inpact of declining returns of Yukon
River king salnon and a new program to develop a
nmet hod of har vest noni tori ng by usi ng i ndex
comuni ties. This year’s increase in interagency
receipt authority relates to expanding subsistence
research associated with the proposed Donlin Creek
M ne.
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Subsi stence Division maintains staff in six Fish and
Gane offices throughout the state, including Juneau,
Anchor age, and Fairbanks, as well as field offices in
DI li ngham Kotzebue, and once again in Bethel. Qur
permanent full-tinme staff has decreased from 27 in
FY0O9 to 24 in FY10 to 22 in FY11l. Correspondingly, we
have increased the nunber of both part-tine pernmanent
and nonpermanent staff in an effort to continue to
provide core services in an uncertain conpetitive
grant environment.

From Managenent Pl an:

FY11l = 22 Permanent Full Tine
16 Permanent Part Time
7 Non- Per manent

FY12 = 22 Permanent Full Tine
16 Permanent Part Tine
8 Non- Per manent

The division <conducts field studies and gathers
harvest survey information in comunities alnost
entirely with special project funding. The funding is
generally obtained through a conpetitive proposal
process to address questions related to custonary and
traditional uses of specific fisheries and wldlife
resources to assist with providing hunting and fishing
opportunities for Al askans.

Systematic region w de surveys can occur only when
relatively larger funding support is available, a rare
occurrence in the past 10 years, although recent
partnerships wth industry has facilitated the
division s efforts to neet core service targets.

The target is to have scientific information collected
and anal yzed in each region at a consistent |evel each
year; and devel op a bal ance across regi ons,
recogni zi ng geographi c differences. Specifically, our
target is to conduct a mninum of 5 studies in at
least 3 of the six regions at a b5-year average.
Targets were exceeded only in 2 regions due to
[imtations in human resources and continuation of
multi-year studies in the regions associated wth
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proposed devel opnent projects, where we have been
focusi ng our research activities.

The division's Techni cal Paper series is the
cornerstone of detailed scientific reporting of
information to the public and the Board of Fisheries
and Board of Gane. These reports provide harvest and
other information on customary and traditional uses of
fish and wldlife. The information in these studies
is used by the Board of Fisheries, Board of Gane, and
fisheries and wildlife managers for their allocation
anong uses and to provide for the sustained yield of
resources reqgqul ated by the state.

In FY10, the Subsistence Division released 30 new
technical reports and special publications to the
public, exceeding the nost recent 5-year average of 21
reports. This target has been nmet in all of the five
prior fiscal years.

There are now 330 technical papers. Addi ti ona
Technical Papers and Special Publications wll be
avai | abl e by June 2011.

In addition to our technical reports, the Subsistence
Di vi sion established an on-1line searchabl e database in
2006 called the “Community Subsistence |Information
System” where the public, fishery and wldlife
managers, and division research staff, anong others,
can access comunity harvest information from al
previ ous Subsistence Division research. This is the
single | ar gest source of subsi st ence har vest
information for Al askan communities.

Qur target is to update the CSIS with all research
results from all studies conpleted during the year.
In FY10, information from an additional 64 comrunities
was added to the CSI'S, exceeding the target.

The pie chart on the slide is an exanple of the type
of information that can be obtained fromthe CSIS, in
this case, Line Village harvests in usable pounds from
2007 resulting from research we conducted associ ated
with the proposed Pebble M ne. For exanple, one can
see here the majority of wild resources harvested by
Line Village residents were sal non

The division's highest priority is reviewing and
anal yzing 100 percent of all fish and gane regulatory
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change proposals that have subsistence inplications.
The division continues to review all proposed state
regul ations pertaining to customary and traditional
uses of fisheries and wildlife and assists the Al aska
Boards of Fisheries and Gane in inplenmenting the
subsistence law by providing the best available

i nformation. In the past 5-year period, 170 to 277
regul atory change proposals were reviewed annually for
all regions of Al aska. In FY10, we reviewed 252 BOF

and BOG proposal s.

The division is involved in fisheries and wldlife
managenent pl anni ng, as necessary, where customary and
traditional wuse information, including harvest data,
is required for Board of Fisheries, Board of Gane, and
managenent di vi si ons. Also included are studies and
plans related to econom c developnent projects that
may affect customary and traditional uses of fish and
wildlife resources.

Subsi stence Division’s regulatory support targets
include reviewing and contributing to all relevant
managenent plans requiring customary and traditional
use information. On average, the division contributes
to 25 plans per vyear for fisheries and wldlife
managenent. In FY10, we contributed information to 31
managemnent pl ans.

Key acconplishnments by the Subsistence Division in the
current fiscal year include:

(1) Conpleted interviews with salnon fishing
househol ds in 5 Yukon R ver conmmunities representing
the lower, mddle, and upper Yukon River fishing
districts to eval uate the soci oecononic inpact of poor
returns of Yukon River king salnon. (Emmonak,

Marshal |, Nul ato, Beaver, Eagle)

(2) Initiated a new study to develop a nethod to
conprehensi vely nonitor subsistence harvests of fish
and wildlife in all areas of the state through a
system of index communities. Data collectionis
ongoi ng in Nunam lqua, St. Marys, Marshall, Nulato,
Gal ena, and Ruby.

(3) Successfully recruited and hired a Subsi stence
Resource Specialist to reopen the Division s Bethel
field office.
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5:16:16 PM

MR. SIMON, in response to a question from Representative Herron,
regardi ng the key acconplishnents around the Yukon River Chinook
sal non disaster research, said data collection was recently
conpleted and is entering the analysis stage. A final report
will be conpleted by June 30, 2011, which will be presented to
the board of fisheries and the Yukon panel.

REPRESENTATI VE  HERRON  whet her the division wll devel op
[recovery] efforts based on the research.

MR. SI MON responded that the technical reports will be provided
to the board and panel. The division is a source for
information, and consideration is being given to further
research regardi ng the Yukon Chi nook sal non.

5:17:47 PM

REPRESENTATI VE AUSTERMAN asked whether anything nore is being
done regardi ng the disaster.

MR. SIMON explained that the research specifically focuses on
t he soci o-economc inpacts of the declining salnmon return. The
investigation is not limted to the subsistence inplications.

The data collection process included Ilines of questioning
regarding the loss of commercial fishing opportunities and how
t hat has had effects on other subsistence activities.

REPRESENTATI VE AUSTERMAN i nqui red about the cost of the study.
MR. SI MON answered $260, 000.
5:21:19 PM

OVERVIEWS): Division of Habitat, Al aska Departnment of Fish and
Gane ( ADF&G)

5:21:54 PM

CHAl R THOWPSON announced that the next order of business would
be an overview from the D vision of Habitat, of the Al aska
Departnment of Fish and Gane ( ADF&G).

5:21:56 PM
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M KE DAl GNEAULT, Regional Supervisor, Anchorage Area Ofice,
Division of Habitat, Alaska Departnment of Fish & Gane (ADF&G,
paraphrased from a prepared statenent, which read as follows
[original punctuation provided], wth acconpanying slides:

Anadr onbus fish habi t at and fish passage
responsibilities legislated shortly after statehood.

Over the years, 32 refuges, critical habitat areas and
sanctuaries were al so established.

Functions initially distributed throughout Department.

“Sections” created in Sport Fish (Access Section),
Comm Fish (Water Rights), and Gane Divisions (Lands).

About 1969 or 1970, t he above secti ons wer e
consolidated into the “Habitat Section”

Division responsibilities expanded in late 70s-early
80s when state and federal planning efforts escal at ed.

Habitat granted “Division” status in 1981.
In 2003, Habitat was noved to DNR, and renaned the
“Office of Habitat Managenent and Permitting.” The
division also sustained an 18percent reduction in
staff and an 1lpercent reduction in budget.

In 2008, Habitat was noved back to ADF&G and re-
establi shed as the “Habitat D vi sion”

The Division currently has 49 positions, 3 Regional
Ofices, and 3 Area Ofices.

5:24: 33 PM

MR. DAl GNEAULT provided the m ssion statenment, which is:
To protect Alaska's valuable fish & wildlife resources
and their habitats as Alaska' s popul ation and econony
continue to expand.

MR. DAl GNEAULT cited the division's statutory authority, to wt:

AS 16. 05. 841 Fi sh Passage
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AS 16.05.871 Fish Habitat

AS 16. 20
Legi sl atively Designated Special Areas

5:25: 23 PM

MR. DAI GNEAULT established the division's core services, which
are [original punctuation provided]:

Revi ew applications and issue permts for activities
i n anadronous water bodies and fish-bearing waters and
| egislatively designated Special Areas (Title 16);
provide expertise to protect inportant fish and
wildlife habitat; nonitor authorized projects and
conduct conpliance acti ons.

Maintain and revise the Catalog of Wters |Inportant
for the Spawning, Rearing, or Mgration of Anadronous
Fi shes.

Manage Alaska's Special Areas in accordance wth
| egi sl ative guidelines; prepare and update nmanagenent
pl ans for these areas.

Revi ew proposed tinber harvest activities; conduct
field inspections; work cooperatively wth tinber
operators and ot her governnental agencies.

Revi ew devel opnent projects (e.g., oil and gas, hard-
rock mning, r oads, T16 elenents of hydr opower
proj ects) aut hori zed under ot her agenci es'
authorities.

Conduct applied research to devel op nmethods and neans
to mnimze inpacts of devel opnent projects on fish
and wildlife resources.

5:26: 23 PM

MR. DAl GNEAULT said the end result is to protect Alaska's
valuable fish and wildlife resources and their habitats during
resource devel opnent activities. The first target is to have
100 percent of resource devel opers neet agency requirenents for
protection of fish, wldlife, and their habitats; in FY10, 99.6
percent of all developers were in conpliance with issued Fish
Habi tat and Special Area permts.

HOUSE FSH COW TTEE -11- February 8, 2011



5:26:53 PM

MR. DAI GNEAULT continued, explaining the three strategies that
the division has devel oped, the associated targets and status
updat es. Beginning with strategy Al and the four associated
targets, he paraphrased [original punctuation provided]:

Enhance our Fish Habitat and Special Area review
processes by reviewing projects in a tinely manner,
adding appropriate conditions to protect resources,
and nonitoring, as needed.

Target 1: 8.2-day average permt review tineframe for
Fish Habitat Permts

Status 1: In FY10, Fish Habitat permts were revi ewed
and issued in an average of 9.1 days, statew de,
al nost neeting the performance target.

Tar get 2: 100per cent of Fish Habitat perm t
applications received are reviewed and acted on by
ei t her: 1) approving as proposed; 2) approving after

nodi fication with appropriate conditions to protect
resources; or 3) denying if resources could not be
pr ot ect ed.

Status 2: In FY10, 100percent of Fish Habitat permts
were reviewed and conpl eted, neeting the target.

Target 3: 15 day average permt review tinme for
Special Area permts.

Status 3: In FY10 Special Area permts were revi ewed
and issued in an average of 12.4 days, statew de,
exceeding the 15 day average permt review tine
per f ormance target.

Target 4. 100 percent of Special Area Permt
applications received are reviewed and acted on by
ei t her: 1) approving as proposed; 2) approving after

nodi fication with appropriate conditions to protect
resources; or 3) denying if resources could not be
pr ot ect ed.
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Status 4: In FY10, 100 percent of Special Area
permts were reviewed and conpleted, neeting the
per formance target.

5:28:24 PM
VR. DAl GNEAULT continued wth strategy A2, and the two
associ ated targets, he paraphrased [original punctuati on
provi ded] :

Actively and tinmely participate in coordinated project
reviews to ensure appropriate protection of inportant
habi t at s.

Tar get 1: 11.5 day average tineframe for a
coordi nated project review

Status 1: In FY 10, coordinated project reviews were
conpleted in an average of 12.9 days, statew de, just
short of the 11.5 day average tinefrane for a
coordi nated project review performance target.

Target 2: 93.2 percent of projects in a coordinated
process are reviewed to ensure appropriate protection
of inportant habitat.

Status 2: In FY10, 92.2 percent projects in a
coor di nat ed process wer e revi ewed to ensure
appropriate protection of inportant habitat, alnost
nmeeting the performance target to review 93.2 percent
of projects in a coordi nated process.

5:29:19 PM

MR. DAl GNEAULT continued with strategy A3, and the associated
target, he paraphrased [original punctuation provided]:

Continue to actively manage |egislatively designated
Special Areas by developing and updating nmanagenent
pl ans.

Target 1: One Special Area managenent plan conpl eted
or revised each fiscal year

Status 1: No new Special Area managenent plans were
conpleted in FY10; target not net.
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5:29:42 PM

REPRESENTATI VE HERRON noted that the division has a tinely
turnaround tine for permts, and asked how they are handled in
such an efficient manner.

MR. DAl GNEAULT responded that the permt applications are a
focus, and are prioritized as they are received.

5:30:31 PM

REPRESENTATI VE AUSTERMAN, referred to strategy A3, targeting one
Special Area managenent plan for conpletion and revision each
year, and asked how many Speci al Area managenent pl ans exi st.

MR. DAl GNEAULT answered six, which are in the mnagenent
pl anni ng devel opnent process. He said that given the various
st akehol der groups, planning teans, and public involvenent, the
process tinme is |engthy. The division is currently engaged in
the planning process for five Special Areas in the Bristol Bay
region and one for a critical habitat area in the southeast
region.

REPRESENTATI VE AUSTERMAN asked how many | egislatively designated
Speci al Areas exi st.

MR. DAl GNEAULT said there are a total of 32; six of which are in
t he active managenent plan process.

5:31: 57 PM

MR. DAI GNEAULT presented the FY12 proposed fiscal authority, in
the form of a pie chart. The majority of the funding is
received from state general funds, and interagency receipts. A
smal | percentage is received fromfour other funding sources.

5:32:36 PM

REPRESENTATI VE AUSTERVMAN asked for an exanple of interagency
receipts.

MR. DAl GNEAULT explained that funds may be received from other
agencies, such as the Departnment of Natural Resources (DNR
The funds are received at DNR directly from an industry, for
exanple mning, and remtted to the Dyvision of Habitat for
permt review and rel ated research projects.
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5:33:42 PM

KERRY HOMARD, Director, Division of Habitat, Al aska Departnent
of Fish & Game (ADF&S, interjected that the division has been
relocated to ADF&G but no operating policies, or priorities,
have been changed.

HB 121
HB 121- LOAN FUNDS: CHARTERS/ MARI CULTURE/ M CROLOAN

5:35:25 PM

CHAI R THOWPSON announced that the next order of business would
be HOUSE BILL NO 121, "An Act establishing the conmmerci al
charter fisheries revolving loan fund, the mariculture revol ving
loan fund, and the Alaska mcroloan revolving |oan fund and
relating to those funds and Iloans from those funds; and
providing for an effective date."

5:35:46 PM

CURTI S THAYER, Deputy Conm ssioner, Department of Comrerce,
Community and Econom c Devel opnent (DCCED), paraphrased from a
prepared statenent, which read as follows [original punctuation
provi ded] :

The Departnment of comerce, Community and Econom c
Devel opnent (DCCED) is on a mssion to foster a
business climate in this state that is conducive to
job creation and economc growh. W have Dbeen
actively and introspectively engaged in exam ning how
we operate, in an effort to be nore responsive to the
needs of the business community and deliver services
that are relevant and useful to the private sector.
Recent realignnent of resources and services wthin
the departnment has bolstered the state's econonic
devel opnment toolbox and is helping us aggressively
reassert the state's role in creating a business-
friendly environment in Al aska.

We have spent a lot of time listening to the private
sect or. The governor's recently formed Econom c
Advi sory Council, conprised of industry |eaders from
around the state, has been instrunental in helping
this admnistration plot a productive course to
econonm ¢ devel opnent. Additionally, we solicited
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input from NGO and trade associations, regiona
devel opnent or gani zati ons ( ARDORS) , CDQxs, ANSCA
corporations and | egislators. A comonly heard thene
has been to increase financing options for snal

busi nesses. Access to critically needed capital can
be the difference between sinply getting by and
t hriving.

House Bill 121 is a step in the right direction. The
proposed | egislation would create a suite of three new
revol ving |oan funds: to incentivize devel opnent of
the shellfish mariculture industry; to assist Al aska
charter operators in acquiring halibut permts to
transition to the new regul atory and nanagenent regine
instituted by NOAA;, and to seed mnicroenterprise
devel opment across the state.

The Commercial Fisheries Revolving Loan Fund woul d:
provi de access to capital for Al askan-owned charters

repatriate permts to Al aska; i ncrease econom c
benefits to Alaska fromthis sector fromrecirculation
of earni ngs.

The Mariculture Revolving Loan Fund woul d: provi de a
spark to the growing industry with great year-round
pot enti al for coast al Al aska comunities and
entrepreneurs. (Currently, there are 67 permtted
farms in the state, but only 25 producing farnms - 10
i n Sout heast, 15 in Southcentral.)

The M crol oan Revol ving Loan Fund woul d: Hel p small
busi nesses grow by providing |loans for start-up costs,
wor king capital, inventory expansion, or a variety of
ot her comrer ci al pur poses; -Alaska one of few
remai ning states without a mcroloan program -Proven
track record in other states and through SBA

These programs would conplenment two existing snall
busi ness | oan prograns adm ni stered by DED - the Snal

Busi ness Econom ¢ Devel opnent Revol ving Loan Fund and
the Rural Developnent Initiative Fund, both of which
are geared toward long-term financing. Smal |
businesses are the No. 1 creator of private-sector
j obs. So this legislation, which will help us in our
efforts to spur sustainable economc growth in Al aska,
will be good for our econony and for Al aska fam|lies.
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5:39:02 PM

MR. THAYER pointed out that the mcroloan bill passed the house
in 2010, but failed to win approval in the waning hours of the
senat e.

5:39:41 PM

WANETTA  AYERS, Manager , Ofice of Economi ¢  Devel opnent,
Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), said that the role of economc developnent is to
address the wunderserved sectors of the state, where |ocal
banking facilities may not exist, as well as support high risk
prof essi ons, such as comrercial fishing. The loan funds in this
bill are geared towards these types of opportunities. The
capitalization levels, loan limts, repaynment terns, interest
rates, and special features of the various funds, were devel oped
in consultation wth stakeholders including nongovernnental
organi zations (NGOs), government agencies, and the private

sector. She explained that HB 121 proposes a suite of three
loan funds for conmmercial charter fisheries, maricul ture
devel opment, and m crol oans. The 1 oan conmonalities include:

set up as revolving |oans; earnings, |oan repaynents, and fees
to be retained by the fund for future |oans; and operating
expenses are also to be paid from earnings of the fund.

5:42:44 PM

M5. AYERS explained that each fund has key functions, and
described the current situation faced by the halibut charter
i ndustry; paraphrasing from a prepared statenent, which read
[original punctuation provided]:

Effective February 1, 2011, all vessel operators in
Areas 2C and 3A with charter anglers onboard catching
and retaining Pacific halibut nust have an original,
valid Charter Halibut Pernmt (CHP). Based on |og
books NOAA estinmates 532 Eligible Permtees; sone 800
applications were received. Permt prices are still
bei ng established in the marketplace. Current asking
prices range from $40,000 to over $100,000 depending
on the nunber of fishernen the permt all ows.

Commer ci al Charter Fisheries Revolving Loan Fund
[will]:
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-Provide access to capital for Al askan-owned Charters

-Repatriate permts to Al aska
-Increase econom ¢ benefits fromthis sector
By offering a l|oan program to Alaska residents,

busi ness owners w Il have greater access to capital

when purchasing permts over non-residents.

This in turn should allow Al aska business owners to
repatriate nor e permts t han ot herw se usi ng
tradi tional financing. Additionally, wth Alaska s

year -round residents owning permts, Alaska s econony

will realize nore of the benefits associated with the
sport/charter industry. Resident’s contribution to
the local econony wll be greater than nonresident

permt holders as they circulate funds in the econony
year round.

Loan Fund Feat ures:

Capitalization $5 mllion

Loan Limt $100 thousand

Term 15 years

| nterest may not exceed prime + 2
Fl oor/ Ceiling 3-10.5 percent

5:44:36 PM

MS. AYERS said the mariculture revolving loan fund wll serve 67
permtted farms, and 25 producing farns, that are governed by a
nunber of agencies including: ADF&G Commercial Fisheries

Division/Mariculture Program Departnent of Natural Resources
(DNR) Aquatic Farm Lease Program Departnment of Environnental
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Conservation (DEC) Food Safety and Sanitation Program Shellfish
Section; and the Al aska Coastal Managenent Program The 2009
performance report, from the existing mariculture activity,
i ndi cates a val ue of approximately $473, 000.

5:45: 46 PM

M5. AYERS pointed out that the bill contains an industry
specific training requirenent. Training resources that have
been funded in recent vyears include: Al aska Sea G ant/Marine

Advi sory program - mariculture research education and extension
and the NOAA nmariculture initiative; collaborative research;
Al aska Shellfish Gowers Association - grant to wite best
managenent practices for the industry.

5:46: 20 PM

MS. AYERS reviewed the suggested nmariculture | oan fund features,
whi ch are:

Capitalization $3 million

Loan Limt $100 thousand

Term 20 years

I nterest may not exceed prinme + 1
Fl oor/ Cei l i ng 5-9 percent

Del ayed repaynent and accrual

M5. AYERS explained that the delayed repaynent and accrual
feature is unique to the program to allow for the six year
product grow ng tine.

5:47:20 PM

M5. AYERS proceeded to describe the mcroloan revolving |oan
fund, stating that the 2010 bill, HB 412, passed the house
unani nously; however, it failed to pass the senate. Many states
offer mcroloans as a neans to seed new businesses, and she
stressed the inmportant to have this available in Al aska. The
suggested | oan features are:

Capitalization $3.5 nmillion
Loan Limt $35/%$70 thousand
Term 6 years

Interest prime + 1

Fl oor/ Ceili ng 6-8 percent

5:49: 23 PM
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REPRESENTATI VE AUSTERVAN directed attention to the bill page 3,
[line 13], noting that it states funds may be used to purchase a
charter halibut fishing vessel.

MS. AYERS said yes, that would be an eligible use of the funds.

REPRESENTATI VE AUSTERVAN expressed disagreenent for this aspect
of the bill, stating that it should support existing halibut
charter operations, not assist soneone to purchase a boat and
begin a halibut fishing venture. Myving to page 6, line 16, he
read "have experience or training in the mariculture industry,"”
and suggest ed t he | anguage i ncl ude a definition of
experience/training; it is a vague statenent.

V. AYERS said that the requirenent for training was
specifically requested by existing operators in the industry,
who are willing to provide training and nentorship to entrants;
it is not nmeant to be an onerous requirenent. She i ndicated
that the regul ati on process m ght provide further details

5:53:45 PM

REPRESENTATI VE AUSTERVAN referred to page 9, line 26, to state
that a definition for "reasonabl e anmount” woul d be hel pful

M5. AYERS suggested that specifics wuld be set forth in
regul ation rather than statute.

5:55:41 PM

REPRESENTATI VE HERRON paraphrased questions that wll be
provided to the sponsor for witten coment, which read
[original punctuation provided]:

Does the production from aquatic shellfish farns
contribute to conmon property fishery harvests?

There has been controversy relative to Geoduck farns,

having been a *“grab of the resource” in sone
| ocati ons. Are there simlar concerns wth other
mariculture activities such as nussel and oyster
farm ng?

Salnon farns have been opposed in this state due to
the conflicts that they potentially pose to wld
stocks and the direct conpetition they represent for
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existing historical fisheries. Al ong the sane lines,
have we been able to denonstrate that the expansion of
shel I fish farms does not present simlar risks such as
potentially lending to the spread of disease anong
existing wild stocks?

5:56:52 PM

REPRESENTATI VE JOHNSON directed attention to page 7, line 17,
and read:

The departnment may not require the repaynent of
principal on a |oan made under AS 16.10.910 for the
initial period of the | oan.

REPRESENTATI VE JOHNSON asked, "Does this nean they don't have to
pay anything, or any interest, for six years."

M5. AYERS answered yes; the intent is to allow the mariculture
producer to have three to six years to produce a revenue stream

5:58:13 PM

CHAIR THOWSON turned to bill page 7, line 1, and asked for
clarification of having a |oan anount specified per year, versus
the other |oans that specify a total loan limt.

M5. AYERS said that it is a feature of the mariculture loan to
all ow a yearly anount of not nore than $100, 000 to be borrowed.

5:59:12 PM

REPRESENTATI VE M LLER inquired how the mariculture revolving
| oan program would have funds replenished, given the fact that
the initial borrowers would not be mnmeking paynents for six
years; how will the fund be recapitalized during the interim

M5. AYERS confirmed that the fund nay beconme fully subscribed
and until repaynent occurs, no nore | oans woul d be avail abl e.

REPRESENTATI VE M LLER turned to page 9, line 3, and read, "nake
loans to eligible applicants under AS 44.33.950-44.33.990 to be
used for working capital, equipnment, construction, or other
commercial purposes by a business located in the state,” and
asked whether this applies to any comrercial business in the
st at e.
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MS. AYERS responded yes.
REPRESENTATI VE M LLER asked, "Is that what is intended."
M5. AYERS answered yes.

REPRESENTATIVE M LLER inquired how defaulted |oans would be
handl| ed.

M5. AYERS indicated that seizure of property and resale is
handl ed through the financing office; neasures are in place for
inevitabilities of this kind.

6: 03: 26 PM
CHAI R THOVWPSON opened public testinony
6: 03: 45 PM

RUSSELL DICK, President and CEO, Haa Aani, LLC  Seal aska
Corporation, stated support for HB 121, and applauded the
efforts for renmoving the barriers of entrepreneurs to attain
af fordable capital. Communities are being targeted for
mari cul ture devel opnent and this type of support is essential,
he stressed, and said that apprentice oyster farnmers wll also
benefit. Pioneering new industry is always a challenge and
gaining experience and training is inportant, and requires an
i nnovati ve approach, he said.

6: 08: 18 PM

RODGER PAI NTER, President, Alaska Shellfish Gowers Association

said that the terns of the loans are very inportant, as it
requires a mnimm of three years to generate incone from a new
mariculture farm up to eight years for certain species. Annua

expenses wll need to be net, in the interim years, which can
range from $125,000 to $150, 000. Many costs accrue annually,

including the purchase of seed, state fees, and | abor. He
observed that the mariculture loan program is based on the
successful private salnon hatchery non-profit nodel. The
mariculture industry may not match the economic gains of the
sal nron hatcheri es; however, he reported, Canada has seen
i ndustry growh wth the private farnms that have received

gover nnent support. He stated his belief that the economc
denographics, particularly in the southeast region of Al aska,
require the stinmulus that will be encouraged by passage of HB

121. Regarding the industry training that the bill requires, he
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said that the association is in favor of the stipulation, and is
working with the UA to provide the appropriate course work.
Shellfish farnms do not contribute to the comon property
resources with the exception of geoducks; a mniml anmount of
spawn may tend to drift. In response to a commttee question
he said that the existing farns started up through a state | oan
guarantee program The newest farnms are a result of Seal aska's
efforts to pronote mariculture, and grants from the United
States Departnent of Agriculture.

6:19: 12 PM

RI CHARD YAMADA, Vice President, Alaska Charter Association,
stated support for HB 121, saying that it wll allow current
charter captains to stay in business or to purchase pernmts and
mai ntai n operation. He predicted that, in the long term it
wll allow new entrance into the halibut charter industry. The
hal i but industry has been an economc resource for many

communities, and increases access for the public to fishing
resour ces. He suggested a change to the nanme of the |oan fund,
removing the word "comercial” and inserting "sport”.

REPRESENTATI VE AUSTERVMAN asked whether the term "conmerci al
sport charter” would be applicable.

MR. YAMADA said the term "sport" defines the business nore
accurately than "comrercial ."

REPRESENTATI VE AUSTERMAN inquired whether a sport charter
operator is not technically considered a comrercial business.

MR. YAMADA responded, according to the business |icense, yes.
6:23: 23 PM

REPRESENTATI VE AUSTERVMAN referred to the loan eligibility
al | owances, and asked if the |oan program would not be primarily
for operators to purchase a permt, versus as boat.

MR. YAMADA stated his belief that the cost for entering the
i ndustry may be prohibitive considering the requirenment for an
expensive permt, along wth the purchase of a boat.

CHAI R THOWPSON announced that the bill would be held over.

HB 59- COMVERCI AL FI SHI NG LOAN ACT
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6:25:29 PM

CHAI R THOWSON announced that the final order of business would
be HOUSE BILL NO 59, "An Act relating to loans nmade to
commercial fishernen under the Commercial Fishing Loan Act for
product quality inprovenments and energy efficiency upgrades; and
providing for an effective date."

6: 25: 39 PM

REPRESENTATI VE SEATON paraphrased from the sponsor statenent,
whi ch read as foll ows:

HB 59 allows the Departnent of Comrerce Community and
Econom ¢ Devel opnent to give Commercial Fishing Loan
Fund borrowers a reduction in the interest rate on
their loan if 50 percent of the loan is spent on a
product produced or mnufactured in the State of
Al aska. The Commercial Fishing Loan Fund was created
by the State of Alaska to aid commercial fishernmen in
securing new equi pnent, quota shares and upgrades to
their vessels. The  Depart nent already allows
reductions in interest rates for borrowers who pay on
time, and meke engine and fuel efficiency upgrades or
product quality inprovenents.

To be eligible for the rate reduction under HB 59 at
| east 50 percent of borrower's purchases wth the |oan
fund have to be nmanufactured in the State of Al aska.
The definition of manuf act ur e S " processing,
devel oping, or making an iteminto a new item with a
di stinct character and use."

HB 59 does not nmake the rate reduction nandatory
because the Departnent needs to have the discretion to
institute it when the market allows. For exanple, in
today's narket the interest rates are so low, if the
Department were required to issue the interest rate
di scount it would create a |loss for the fund.

HB 59 pronotes economc developnent in Al aska by
encouraging Alaska fisherman to purchase equipnent
manufactured in the State of Alaska when wusing
Commer ci al Fi shing Loan Fund dol | ars.

6:29: 06 PM
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REPRESENTATI VE M LLER directed attention to the bill, page 1,
line 7, to read "the departnent may," and asked what criteria
t he departnent would use to accept or reject an application.

REPRESENTATI VE SEATON answered that the financial condition of
the fund would be the guiding factor; it is necessary that prine
interest rates be high enough to generate an inconme that covers
the service cost of the loan. Al applicants would be eligible
during times of a healthy econony.

6:30:41 PM

REPRESENTATI VE PRUI TT inquired whether conpetition, within the
i ndustry, is being served by passage of HB 59.

REPRESENTATI VE  SEATON stated his understanding that no
discrimnation is being nmade regarding new versus existing
busi nesses; nothing that would advantage a current nanufacturer

over sonmeone new to the industry. The difference is that the
| oan woul d provide an incentive to purchase locally. The intent
of the bill is to create and sustain jobs in Al aska, he said.

REPRESENTATI VE PRUI TT queried what constitutes/defines made in
Al aska.

REPRESENTATI VE SEATON referred to the bill page 1, line 13, and
read:

In this subsection, 'manufactured or produced neans
processi ng developing, or nmaking an item into a new
itemwith a distinct character and use.

REPRESENTATI VE SEATON said the Departnent of Commerce, Comrunity
& Econom c Devel opnent contributed to the bill |anguage, to
ensure an accurate, and adequate, definition.

6:34: 53 PM

CHAIR THOWSON opened public testinony and announced that the
bill would be held in conmttee for further consideration.

ADJ QURNVENT

There being no further business before the conmttee, the House
Special Committee on Fisheries neeting was adjourned at 6:36
p. m
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