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FISCAL NOTE

STATE OF ALASKA BILL NO. SJRO20A
1995 LEGISLATIVE SESSION

ANALYSIS,

Community Development Quota (CDQ) Program

The division has requested interagency receipts funding for a new position and
related travel to adequately support the CDQ program.

The major focus of this position is to monitor and assist in the economic develop-

ment ofthe CDQ program. The DCED position would provide corporate oversight
in the review and monitoring of CDQ plans and audits, and expertise to the CDQ

~roup”™ uittheir efforts to implement tne fishery business development goals of

The CDQ program has made a significant impact on unemployment and income

in the state’s most depressed region. Its continued success arid expansion is

critical to the long-term economic development of Western Alaska. Since the CDQ
ﬁrogram began in December 1992, the combined gross revenues of the CDQ 3roups
as exceeded $30 million. Over 300 Western Alaskan residents have found direct

employment through the program generating an additional $1.5 million in wages
in the past year. A halibut and blackcod CDQ program has been implemente

this year. The pollock program will sunset in 1396 unless extended.

Continuous monitoring and assistance to the six CDQ groups is critical at this

time. Success of theprograin will support the state’s efforts to extend the
program beyond 199:> and to extend it to additional species, especially cod and

GL/dgl420fn.gl2 Pngo 2 of
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CS FOR SENATE JOINT RESOLUTION NO. 20(RES)
IN THE LEGISLATURE OF THE STATE OF ALASKA

NINETEENTH LEGISLATURE - FIRST SESSION
BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsor(s): SENATOR HOFFMAN

A RESOLUTION
Relating to the Western Alaska Community Development Quota Program, the
inshore/olTshore allocation process, and the North Pacific Fishery Management

Council Comprehensive Rationalization Program.
BE IT RESOLVED BY THE LEGISLATURE OF THE STATE OF ALASKA:

WHEREAS the Western Alaska Community Development Quota (CDQ) Program is
a fisheries development program involving the federal Department of Commerce, the North
Pacific Fishery Management Council, the State of Alaska, and 56 Bering Sea coast, Aleutian
Islands, and Pribilof Islands communities; and

WHEREAS the CDQ program has set aside 7.5 percent of the available Bering Sea
pollock quota during 1992 through 199j for Bering Sea coast, Aleutian Islands, and Pribilof
Islands communities; and

WHEREAS the amount of pollock available for harvest under the CDQ program is
more than 100.000 metric tons per year and has an approximate annual value of $20,000,000;
and

WHEREAS the CDQ program allocates the available harvest of pollock among

eligible communities, local fishermen's organizations, and local economic development

-1- CSSJR 2tXRES)
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organizations who in turn reinvest the proceeds from the harvest and processing of the pollock
in additional local fisheries development projects; and

WHEREAS the CDQ program has been expanded to include halibut and sablcfish
(black cod); and

WHEREAS the CDQ program is important to the economic development of the
Bering Sea coast, Aleutian Islands, and Pribilof Islands communities; and

WHEREAS the North Pacific Fishery Management Council established the CDQ
program as a component of the inshore and offshore allocation of Bering Sea pollock; and

WHEREAS the CDQ program represents an unparalleled opportunity for long-term
stable economic development for the communities of the Bering Sea coast, Aleutian Islands,
and Pribilof Islands; and

WHEREAS the social and economic welfare of many Alaska coastal communities is
largely dependent upon continued access to and utilization of the vast pacific cod and pollock
resources off the shores of Alaska; and

WHEREAS access to and utilization of the pacific cod and pollock resources has been
assured under the inshore/offshore allocation adopted by the North Pacific Fishery
Management Council; and

WHEREAS the increased harvesting capacity of the large industrialized offshore
fishing fleets have developed an advantage over the catcher boat fleet that harvests fish for
shorcsidc processing plants; and

WHEREAS the North Pacific Fishery Management Council is preparing to adopt a
Comprehensive Rationalization Plan (CRP) for groundfish and crab in the Bering Sea and
Aleutian Islands area; and

WHEREAS the North Pacific Fishery Management Council’s CRP will limit access
in the groundfish and crab fisheries off Alaska, which arc important to Alaska's coastal
communities and to Alaska's seafood industry;

BE IT RESOLVED by the Alaska State Legislature that the North Pacific Fishery
Management Council is respectfully requested to allocate Bering Sea groundfish and crab to
the Western Alaska Community Development Quota (CDQ) groups and support the
continuation of the inshore/offshore allocation process as parts of any Comprehensive

Rationalization Plan (CRP) that the council prepares; and be it

CSSJR 2QMRES) -2-
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FURTHER RESOLVED by the Alaska State Legislature that the North Pacific
Fishery Management Council is also respectfully requested to ensure that any CRP developed
by the council addresses, access for Alaska's small boat fleet and coastal residents to

A sy N A V—

groundfish and crab. \<3 lhe<xIS€'u- v~ T

COPIES of this resolution shall be sent to the Honorable Ron Brown, Secretary of the
U.S. Department of Commerce; Richard B. Laubcr, chair of the North Pacific Fishery
Management Council; and to the Honorable Ted Stevens and the Honorable Frank Murkowski,
U.S. Senators, and the Honorable Don Young, U.S. Representative, members of the Alaska

delegation in Congress.
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A laska S tate L e gislature

Session: Interim:

State Capitol ViFMn 716 W 41h Avenue

Juneau AK 99801-1182 wiciviu Anchorage AK 99501-2133
D& George Utcrmohlc, Attotncy

Legal Services

FROM: Annette IE Krcitzer. Committee Ai
Senate Resources Committee

DATE: April 4. 1095

HIE: Blank CS for SJR 20

Please prepare a CS for SJR 20 to address the following concerns:

1) Page 2. line 22: Capitalize the first letters in the phrase
Comprehensive Rationalization Plan and add (C'RP) after (hat phrase.

2) Page 2, line 25: after "allocate” INSERT: Bering Sea groundfish
and crab...

3) Add new WHEREAS after line 23: WHEREAS the North Pacific

Management Council®J.RE will limit .agccss-iflLIhc fciQundfish and
crab fisheries off Alaaka. which.are important to Alaska's coastal
communities and to Alaska’s seafood industry:

4) Page 2. line 28: council prepares; |.)

5) Page 2. after line 28: ald new: BE IT FURTHER RESOLVED by
the Alaska Slate Legislature that the North Pacific Fisheries
Management Council is _al»o_tc5pecifully-icqucsted_lu_.gnaiuc_ thai_iim
CRP developed bv the council addresses access for. Alaska's small
boat fleet and coastal residents io_g[Qund£ish iiniLciflb.
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The CDO Program
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Introduction

A Commumtv Development Quota iCDQ) program was implemented in
1*92 that thrust participating western Alaska communities into a unique
partnership with the multimillion-dollar Boring sea groundfish industrv

In contrast to their traditional subsistence and small boat commercial
fisheries, western Alaska residents will now have opportunities o work on
factory trawlers capable ot lishing the Bering Sea year-round, in shoreside
processing plane;, and in related seatood industry operations. With CDQs.
Benng Sea coastal communities are partners with established corporations in
industrial-scaleseatoodproduction—delivering massivequantitiesof ground-
fish to consumers efficiently and at the lowest price —and will denve direct
economic benefits (estimated at up to $20 million annuallv) from a resource

thotin IatUIVi Aialm d filM tnth 120tom otCDQpolM n
iuulfden Hurd Inr F/TPtafk GUorr. otrrd HiGltner Srakalt
UJ.jnJ uurkmt Nw .rnhip with thr Norton Sound Foo-
‘uvnii Dr.rlopmmtCorptrttm . tMowl CcmmrrpuJ hihrrmm
M nrr Uef load* of (hum <uhtion lo t buvwf StALION ticnx toe
vukon ftuvr  StiffS ond (ilinrit it thr Iraditionil tooli for

located just off their shores. unlrm a Lrtj iommrtiul t\hmn

The CIX} program has been caretullv designed to avoid the mistakes ot the past. Asone CDQ corporation
said in its quota application,” then* are tar too many monuments to good intentions scattered throughout
western Aldska already." To manv, CDQs represent the most viable opportunity yet for sustained economic
development in western Alaska

Background

The concept of Commumtv Development Quotas emerged in the mid-1980s as the Bering Sea groundfish
fisheries — long dominated bv foreign nations — linally became protit.tble tor the domestic fishing industrv.
Advocates for rural Alaska wondered if the guaranteed quota concept—based on the experiences inGreenland,
Mew Zealand. Iceland and elsewhere — could be adapted for use in the state If western Alaska rural
communities could implement such a program, they could help diminish chronic unemployment and social
problems, and share directly in the harvest of a multimillion-dollar fishenes resource.

During the 1989 Congressional hearings on the teauthonzalion of the Magnuson Fishery Conservation and
Management Act. western Alaskans proposed an amendment expressly allowing the creation of CDQs. The
idea, however, was dropped dunng Congressional negotiations

In the meantime, the Alaska-based seafood industTV launched a campaign to convince the North Pacific
fishery Management Council to split groundfish allocations in the Gulf of Alaska and Benng bea between
-hnrebased seatood processors and offshore tactorv trawlers Atits Apnl, 1991 meeting, the council adopted a
-pecific CDQ alternative for analysts as part of the indiore-olfshore proposal. Hie final inshore-offshore
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management plan was approved bv the council in lune 1991, and Included aprovision that set aside 7.5 percent

ot the pollock quota in the Bering Sea (approximately 100.(KX) tons annually) lor a tour-vear CDQ program.

Hie CDQ provision was structured to give the Governor ot Alaska the lead responsibility lor recommend-
ing who would receive quotas. In 1992, state and federal officials dratted CDQ criteria, procedures and
regulations. Once all the administrative measures were approved, the state accepted CDQ applications from
theeligible communities of western Alaska, submitted through six newlv formed or reorganized corporations,

each with a corporate fishing partner.

On Nov. 25,1992, Gov. Walter Hickel issued findings and recommendations for the amount of quota each
applicant would receive tor 1992 and 1993. The Secretary of Commerce approved the state’s decision on Dec.
3,1992, and authorized the CDQ applicants to harvest their quotas.

How CDQs Work

Applications tor CDQs, based on 7.5 percent of the biologically harvestable Bering Sea pollock resource, are
submitted on a biennial basis to the Governor of Alaska. lhe governor evaluates the applications and makes
recommendations on the size of the quota to be awarded. The recommendations are reviewed by the North

Pacific Fishery Management Council and are submitted for final
Hh'pitmiu? VrCDQ?, i\mi rij * *oorooa: ortho  approval to the U.S. Secretary of Commerce.

sioio\%iiiukm 'C fM ' Berii® Boiiv.k\ n'vunv. it Communities that are eligible to receive quotas must be located
rilivmttid on ik m mlh to tho C. vomero’ ALimI on or within 50 miles ot the Bering Sea coast from the Benng Strait to

. the westernmost of the Aleutian Islands, or located on islands within
-comm llitv tihit o oli:wle V r,w;v iwto? m>t to the Bering Sea. The communities must meet the definition of Native

Kiiftii on or Milan 50 nnio? orn'vBom: wi vm villages under the Alaska Native Claims Settlement Act.

1k’ Bom:: Btnnt to the :iv?tomn:o?: orllv Aviitun Applications for a maximum 33 percent of the available CDQ

pollock may be submitted by local fishing organizations from eligible
.-ljHife, or kilted on dniib Milan: :e Bonn: Bo.i. L. . .
communitiesor groups of communities, or alocal economicdevelop-

CDQ (TiYiYjL' MKif iv m:\yOii :a s vm itoivtomont ment organization incorporated for the purpose of designing or

L . implementing a Commumtv Fisheries Development Plan.
miiui venture? :iz.u m.v.v < *.natrnwto

. . . . Applications must address the level of local employment that
otitl'le hw i ecenoinvr.: :00?torn ALi?a . ] ] ]

will be generated, the vocational and educational programs that will

be created, and the schedule for moving from reliance on CDQs to self-sufficiency. Application? must also

inciudcdetailedbusincssplansloallowcvaluationofthefeasibility oftheCDQ jointventures. Inthese ventures,

the corporate partners purchase the rights to the fish, hire western Alaskans to work at all levels of their

operations, and guide the CDQ groups to full involvement in the groundfish industrv

Because the total amount of CDQ pollock is limited, applications are evaluated in competition with each
other on the basis ot goals and objectives, realistic measurable milestones for determining progress, methods for
developing a self-sustaining local fisherieseconomy, level of local employment, capital or equity generated for

local fisheries investment ami profit-sharing arrangements.

The state requires active, not passive operations. The mere sale of quota and receipt of dividends is not
considered acceptable. Western Alaska residents must fully participate in the tishenes CDQ proceeds must be
invested in fishery development programs and ventures that create |obs and promote stable local economies in

western Alaska.

CDQ recipients must file quarterly rcpc rts toallow the state to monitor their progress and compliance with
program requirements. CDQ groups that represent more than one community must have at least one resident

from each member community on their boards of directors.
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CDQ Program Goals

TheoviT.ill uo.il or rlict DO procram is lo make substantial procress toward economic solt-MitiKToncv tor
western Alaska throuch:

¢+ Promoting the economic well-lvincot local coastal communities
throuch involvement in Berm)?Sea lisherv resources.

¢ Allowing western Alaska communities to diversity local

economies.

¢ Providing western Alaska community residents with new

opportunities to obtain stable, long-term employment,

¢ Allowing western Alaska residents a fair and reasonable
opportunity to participate in the Bering Sea/Aleutian Islands
fisheries which have been closed to them because of the high
capital investments required. V (M, ,, mlhe PnMofh,andi ,, a mtmbtr 0,

. N o iet=/= i . i ;o ihf-iommunny Aleutian Pnbilof bland Cnmmunux
Six applicants received CDQ allocations in western Alaska, Asummary ot each petr/,,,,mm, I,

organization and program plan is provided below.

Aleutian Pribilof Island Community Development Association

APICDA consists of the communities of Atka, False Pass, Nelson Lagoon, Nikolski..ind St, George. Akutan
and Unalaska participate in the training and education programs. APICDA received 18 percent of the pollock
reserve Mt aside for CDQs. APICDA s corporate partners in harvesting the quota are the Trident Seafoods
Corporation, one ot Alaska's largest shorebased seafood processing companies, and Starbound Partnership,
operator ot | factory trawler. Both companies are 100 percent American-owned. The F/T Shirfroitrdwas built
m the United States.

APICDA plans to

¢ Establish I comprehensive vocational HUING SEA
education, job training, and employment
program

Establishahighorcdiication endowment fund

forcommunity residents who wish to pursue

. . rActrtc oczam
university d e g r e e s

Participate in the funding forcompletion of the Zapadni Bav Harbor on St.
George Island, creating anew commercial service center for the Bering Sea
fisheries. Harbor completion will be coupled with the construction ot .1
shoreside processing plant in 1993 and ancillary economic development

Complete engineering designs tor a dock in Nelson Lagoon (lo be
constructed in 1994) and conduct an economic feasibility studv on related
eeonomicdevelopment. all incoopcration with the Aleutians East Borough.

Work with the False Pass Tribal Council to fund the construction tn 19930t
| gear storage warehouse in False Pass.

Cooperate with the City ot False Pass to extend water and sewer service to
the new False Pass dock, making the tacilitv re.idv for commercial activity
\ vessel storage facility, repair facility, and /or seatood processing tacihtv
mav ho developed adjacent to the dock.
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Combine lorees with theCitv of Atk.i to complete engineering designs tor
L dock (to be constructed in 1994) and conduct .in economic tcasibilitv
-tudy on rotated development, including .l luel-tank farm <ind shoreside

processing plant construction.

Make tunds available for the purchase 0! tishing vessels. Individual

Fishing Quotas, and other business opportunities.

Employment goal: bO people in 1993.

Contacts: Mark Snigarotf. Chairman Larry Cotter
APICDA Pacific Associates
P.O. Box 47307 116 Gold Street
Atka, Alaska 99547 luncau. Alaska 99801
1907) 839*2249  FAX: 829-2134 (907) 586-3107 FAX 586-1001

Bristol Bay Ecoxdmic D evelopment Corporation

BBEDC consists of the Bristol Bav communities ot Alcknagik. Clark’s Point. Dillingham. Fgegik, Ekuk,
Manokotak.Naknek. Pilot Point, Port Heiden, Savonoski/King Salmon, South Naknek. Togiak. Twin Hills,and
L'gjshik. BBEDC received 20 percent of the available CDQ pollock. BBEDC's corporate fishing partner is
Oceantrawl Inc.. an Alaska corporation operating three factory trawlers.

BBEDC plaas to:

. Implement a Commumtv Develop-
ment Plan in 193 consisting of em-
ployment training programs, a small
business development program,
grantstorvalue-added processingand
marketing, and extension services to
halt the regional loss of limited entry

permits.

¢  Establish a Scholarship Endowment
Fund in 1993 for students to attend
universities or full-time vocational

programs.

¢ Setupareservetoprovide matching funds for infrastructure construction,

jnd financing for the acquisition of Individual Fishing Quotas.

* Establish the Alaska Seafood Investment Fund in 1993 to invest in .
dive'sified series of Alaska seafood businesses both within and outside the
Bristol Bay region.

¢ Fmplovmontgoal: 60 people year-round inOceantrawl. Inc. operations by

1993.

Contact: H. Robin Samuelsen, Jr.. Chjirman
BBEDC
P.O. Box 1464

Dillingham, Alaska 99576
(907)842-4370 FAX: 842-4336
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Central Bering Sea Fishermen's Association
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CBSFA represents the community ol St. I'.iul in the I'ribilof Islands It received 10 percent ot the Bering Sen
CDQ pollock. Its corporate lislung partner is American Seafoods Company, Inc.

CBSFA plans

Coastal Vi

to:

E tablish a boat loan program tor the purchase
and construction ot vessels 32to 1251t. in length
that are capable ot participating in the multi-
species fisheries ot the Bering Sea.

Set aside funds tor infrastructure development
on St. Paul Island.

Employment goal: 20-25 people in CDQ
operation.

Contact: IVrtenia Pletmkotf. Ir., President
CBSFA
P.O. Box M
St. Paul. Alaska °%f)0
1207) 540-2312

Ilages Fishing Cooperative

* Sl Pul

NT

BRISTOL BAY |

BERING SEA S S

pqJ -’

CBSFA
1300 W. 33rd Ave.

PACIFICOCEAN

Anchorage, Alaska 99503

1IK)7) 27H-2312

FAX: 278-2316

CVFC consists of the Yukon-Kuskokwim Delta communities of Chefomak. Chevak, Eek, Goodnews Bav,
Hooper Bay, Kipnuk. Kongiganak, Kwigillingok, Mekoryuk, N'ewtok, N'ightmute, Platinum. Quinhagak,
Scammon Bay. Toksook Bay, Tuntutuliak. and Tununak. CVFC received 27 percent ot the available pollock
CDQ. CVFCscorporate partner is Golden Age Fisheries, owner of five factory trawlers involved in Bering Sea
and Gulf of Alaska fisheries.

CVFC plans to:

¢

Purchase 50 percent equity in the 197 ft. factory
trawler Browns Paint with the long-term goal of
owning, managing, and operating a fleet of at-
sea processing and harvesting vessels.

Establish a "Salmon Roe University" to train
residents of the region to be salmon roe
technicians.

Purchase or construct a salmon processor to
operate in the lower Kuskokwim River.

Self-assessthe equivalent of theStateof Alaska's
fisheries business tax and dedicate this money

to grants for fisheries infrastructure
development.

Train individuals from CVFC member villages to work at all levels of the

groundfish industrv — harvesting, processing, marketing, and corporate

management.
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¢+ E>tahlisliaL'oastal\i Schol.irislilp I'nnti
tor careers in the fisheries .uui fisheries
management.

¢+ Ueatea tinancmgmechaiiismtorpurchasing
and rcp.itri.itini; salmon .uui herring entrv
permits to the region.

¢ Create a financing mechanism tor the
purchase ot vessels for local and nearshore
fisheries.

¢ Employment goal: 51-70 people by 1993.

Contact: Norman Cohen o L o )
skifft inrim llrilii/nirt Ihr hrin hill lokumk Banprior
CVFC in .i inmmrrnul lirrnite I'rmmv  Inkuxik Ban liu

204 North Franklin Street. «| mrmhrr nlihr 1'mnhit 1ilhim ¢ li/lint CiwntrallY't

Juneau. Alaska VO01
iW ) 586-2560 FAX:580-2331

Norton Sound Economic Development Corporation

NSEDC consists ot the Norton Sound. Little Diomede Island. St. Lawrence Island and Seward Peninsula
communities otBrevig!Mission. Diomede/Inalik.Elim, Cambell. Golovin, Kovuk, Nome, St. Michael,Savoonga,
Shaktoolik.Stebbins. Teller, Lnalakleet. V.dles, and White Mountain. NSEDC received a20percent shareof the
CDQ. NSEDCs corporate fishing partner is Glacier Fish Company, Ltd.

NSEDC plans to:

¢ Pioneer new markets lor salmon and herring starttng in 1993 when
Glacier Fish Company will buy and market all salmon species and 1500
tons ot herring.

¢ Provide low-interest loans starting in
the spring ot 1993 for the region's
fishermen to purchase Norton Sound
e-almon and herring permits, fishing
gear, and to upgrade boats.

+ Establish aprogram tor training up to80
residents of the region each year in the
skills necessary to work on fishing boats
and in shoreside plants, and to help
them get |obs in the tishmg industry.

+ Award scholarships eachyeartoresidents interested in obtaintngad vaneed
education and technical school training in tisherievrelated areas

¢ Work with the school district to establish salmon hatchers- programs in
overv school in the region, and hold morecommercial hernng and salmon
fisheries workshops.

¢ Establish a construction fund to revitalize shoreside fish processing in
Unalakleet.Shaktoolik. Golovin and Moses Point, and explore building
processing plants in other communities.
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¢ Purchase* a tishing vessel capable ut catching and processing halibut,
black cod, and other species, and serving as a salmon and herring tender
Or Processor.

¢ Crcatencwfishmgopportunitiesthroughregulatorychangesandtcchmcal
assistance, targeting halibut in St, Lawrence Island nearshore water, crab
in Norton Sound and elsewhere, and groundfish species such as tomcod.

¢ Establish a permanent endowment, providing funds after 19% to build a
regional workforce through fisheries skills training, scholarships, and
employment programs.

¢ Employment goal: 81 people 1l CDQ operations.

Contact: John Jemewouk. Executive Director
NSEDC
P.O. Box 39089
Eliin. Alaska 99739
(907)890.2248 FAX: 890*2249

Yukon D elta Fisheries D evelopment Association

YDFDA represents the Yukon Delta communities of Alakanuk,
Emmonak, Kotlik, and Sheldon Point. YDFDA received five po*cent of the
available CDQ. YDFDA's corporate fishing partner is Golden Alaska
Seafoods.

YDFDA plans to:

¢ Establish a training program lor up to 258 residents by
1995.

¢ Develop a tleet ot small catcher vessels designed to
operate in local longitne and/or pot tishenes.

¢ Participate with the Emmonak Co-op and the Emmonak
Tuba! Council in the coastruction and operation of a
shoreside processing and cold storage facility.

¢ Setup afund for purchasing silmon limited entry' permits.
+ Explore halibut and cod fisheries in the upper Benng Sea.
¢ Employment goal: 50 people in CDQ operations by 1995

Contact. Edwin 11 Glotfelty, Executive Director

YDFDA YDFDA
P.O. Box 210 2415 Western A it, Suite 415
Emmonak, Alaska 99581 Seattle, Washington 98121

(907)949-1314  FAX: 949-1928 <206)443-1565  FAX: 443-1912
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Future Issues

The CDQ program. along with the inshorc-olfshore
allocation plan, will expire in 195,

The North Pacific Fishery Management Council
adopted the initial CDQ plan as a temporarv measure with
the expectation that a comprehensive rationalization plan
— establishing allocation systems tor all fisheries under
federal management — would then be ready lor adoption.
Inthe meantime, manv malorCDQ-related issues remain to
be resolved:

+ WilltheCDQprogram provevaluableenough
that its existence should be extended past
1995? 1 rrithmufhi CDQpollmk rnntrt d Irrthimirr rtittf in a

hnlilinr hmk nn ihr f/T Pnrilic Ciloiirr. [I’ollink n ihr

L4 ShOUIdCDQSbOimpIemented forcrab. Pacific hiriril luinrtuihlr trtnurcr in ihr llrtint Srti nnJ ihr
gray cod. rock sole, yellowlin sole, and other
Bering Sea species? Ifso, how should these CDQs be designed?

Inunilnlinn Inr thr 1'DQ itlli” 1linn prntnim

¢ How will the CDQs that area part of the Individual Fishing Quota (IFQ) allocation
system tor halibut and sablefish be implemented?

¢ Should pollock CDQs continue or should Ihev be converted to IFQs?

¢ Should the Magnuson Act, up forCongressional reauthorization in 1993.beamended
to include CDQs?

Conclusion

TTo CDs* prr im bnngs a new group of people into the industry as major participants. The state and
federal governments, as well as private industry groups, will closely monitor the CDQ program to determine
if it is successful in achieving its goals.

While the information and results will be debated in fishery forums tor manv years, no one can deny that
anew setof issues will challenge the industry and that the criteriaand standards for federal fisheries allocations
have dunged forever.
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Senator Hoffm an

Alaska State Legislature
State Capitol « Juneau, Alaska 99H01-1182 « (907) '165-4453

Lyman F.

TO: Senator Loren Leman, Chairman
Senate Resources Committee
FROM: Senator Lyman F. Hoffman, Prime Spons7 1
RE: SJR 20 - supportingCDQs
DATE: March 24, 1995

kkkk~kkkk

Mr. Chairman,

Thank you for taking up consideration of SJR 20. This resolution
recommends that the North Pacific Fisheries Management Council consider
continued support of the Western Alaska Community Development Quota
Program and support the continuation of tIx* inshore/offshore alocation process

as parts of any comprehensive rationabzation plan that the council prepares.

The CD Q program was Implemented In December of 1992 and Is
scheduled to sunset in December of 1995 unless extended by the Council. In
your packet, you wil find an Informative summary of the program prepared by
Donna Parker at the Department of Commerce. This summary Sustrates the
tremendous success the CD Q program has experienced. In addition, you wil
also find a copy of The CD Q Program - New Economic Potential for Western
Alaska." This publication wil provide you with the background of the program as

wd as a description of the six CD Q organizations.

P.OBox 836 « Bethel, Alaska 99550 » (907) 543 0641



| believe you will find t' D Q Program represents the most viable
opportunity yet for sustained economic development In western Alaska. SJR 20
provides the legislature with tire opportunity to voice Its' support for a program

that has had a significant positive Impact on the economy of western Alaska.

Thank you for your consideration of this resolution.



TONY KNOWLES, GOVERNOR

DEPARTMENT OF COMMERCE AND P.O.D3X 110004
ECONOMIC DEVELOPMENT JUNEAU. ALASKA 990110004

PHONE. (907)40% 3017
DIVISION OF ECONOMIC DEVELOPMENT

DCED COMMENTS ON SJR 20

BACKGROUND

The pollock Community Development Quota (CDQ) program is a federal allocation
ofapproximately 100,000 metric tons of pollock annually to 56 Alaska communities
that border the Bering Sea. It was implemented in December of 1992 and is
scheduled to sunset in December of 1995 unless extended by the North Pacific
Fishery Management Council (Council) ond approved by the Secretary of
Commerce. It is worth approximately $20 million annually in revenues generated
by lease of those harvesting rights to seafood industry partners. Bv tho time the
program sunsets later this year, it will have generated more than $80 million in
payments to the region and created more than 600 jobs.

The hnlibut ond sablefish CDQ program is also a federal allocation of fishery
resource to eligible communities. That allocation was made as part of the hnlibut
and sablefish IFQ program and will not sunset. It is n much smaller allocation,
worth approximately $3 million annually.

The 56 eligible communities hove grouped themselves into six organizations that
vary in size from one to 17 villages.

The intent of the CDQ program is to provide these remote Alnsknn villages, which
have historically been relinnt on the fishery resources ofthe Bering Sea, an "entry
ticket” into the capital intensive fisheries of the North Pacific. For that renson, the
goal ofthe CDQ program is to nttain economic self-sufficiency for these regions
through successful investment in fishing industry businesses and infrastructure in
tho North Pacific seafood industry.

One of the most unique features of the CDQ projn-am is that it fosters
accomplishr'ents ofambitious Community Development Plans (CDP) because of the
competitive nature of the allocation process. These plnns, which include
employment, training and investment milestones are actively monitored bv the
state. Ifa group fails to meet scheduled milestones, it could Ihurt their ability to
secure desired allocation levels during the next allocation cycle. While CDPs can be
amended, good cause must be demonstrated to win npproval from the stale and
federal government.

While this is a federal program, it is the state's responsibility to oversee its
implementation and assure compliance with state and federal n gulations. The
state also provides assistance to CDQ participants to help facilitate the success of
thoir projects and programs. Tho thrco agencies which snare equally in the
management of the CDO program are the Department of Community and Regional
AfTaira (DCRA), Alaska Department of Fish & Game (ADF&G), and Department of
Commerce and Economic Development (DCED). The National Mnnnc Fisheries
Service (NMFS) provides federal oversight
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Since the CDQ program was implemented, two pollock allocations nnd one hnlibut
and sablefish allocation have been made. To date, all recommendations made by
the state have been approved at the federal level.

PIOGRAMLEEEECTS

The moat important work ahead ofub is to extend the pollock CDQ program beyond
1995 nnd expand it to additional species. It has been tne policy of the state that it
will seek a CDQ allocution whenever a limited access scheme is proposed for nny
species under federal jurisdiction. That policy has been implemented as part of
efforts by the state to roll-over separate onshore nnd offshore allocations of
groundfish nnd to develop a Comprehensive Rationalization Plan (CRP) to change
federal fishery management in the North Pacific.

Currently, extension ofthe CDQ program is being moved forward for consideration
in four separate platforms:

1. extension of the onshore/offshore allocation program
2. the state's proposed license limitation program

3. the state's proposed phased-in quota program

4. renuthorizntion of the Magnuson Act

Extension of the CDQ program, ns proposed in this resolution, should continue to
rocoivo high priority by the state for several reasons:

1. It uses private sector money to snur significant economic development
nnd jobs in Western Alaska nnd nns decreased reliance on state and
federal programs.

2. Al CDQ programs are developed nt the local level nnd reflect th
unique needs of these diverse communities.

3. The partnership formed between the CDQ groups nnd their harvesting
partners has forged a transference of knowledge nnd expertise that is
unequnled in the public sector.

4. It has provided a strong incentive forjoint venture seafood
investments by the CDQ groups and their partners that will increase
the likelihood of successful investment participation by CDQ groups in
the North Pacific scufood industry.

5. It has benefited the entire fishing industry by providing venture
capital to the CDQ groups to complete port infrastructure development
in the region nnd to help finnnce development of new salmon products.

6. It isthe most effective way to significantly increase Alaskan ownership
in the North Pacific fishing industry.
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