


U N I T E D  F I S H E R M E N  O F  A L A S K A

April 3, 2006

211 Fourth Street, Suite 110 
Juneau, Alaska 99801-1172 

(907) 586-2820 
(907) 463-2545 Fax 

E-Mail: ufa®? ufa-fish.org 
www.ufa-fish.org

Senator Tom Wagoner, Chairman 
Senate Resources Committee 
Alaska State Legislature 
StateCapitol (Mail Stop3 100) 
Juneau, AK 99801-1182

Dear Senator Wagoner:

The United Fishermen of Alaska (UFA) Board of Directors have heard concerns from 
some hatchery operators regarding HB 218 as it was introduced last year, and we have 
worked with the sponsor for changes to reflect and address those concerns.
UFA supports passage of House Bill 218 relating to potential reductions in hatchery cost 
recovery fisheries and resulting increases in common property fisheries to he 
accompanied by a voluntary assessment/landing tax collected by the Department of 
Revenue. The basis for UFA support is three-fold:

1. First and foremost. HB 2 18 is permissive. That is. the hatchery and its 
Board of Director must elect to harvest surplus salmon through the common 
property fishery. Similarly, commercial fishermen arc under no obligation to 
participate in the common property fishery and pay the additional landing tax.

2. HB 2 18 does not in any meaningful manner disrupt hatchery finances or 
in any way impinge upon the hatchery's fiduciary duties, flic additional 
landing tax will generate the same level of net revenue now generated by the 
cost recovery fishery. The tax rate will be adjusted annually to ensure that the 
tax reflects the reasonable financial needs of the hatchery.

3. I IB 218 is a first step toward reducing the direct sale of salmon bv 
hatcheries. UFA docs not oppose hatchery sales and in fact has a number of 
member hatcheries, including NSRAA and PWSAU. I lowcver. UFA docs 
maintain that whenever possible, commercial salmon fishermen must have 
maximum opportunity to harvest and seli salmon produced at hatcheries or in 
the wild.

http://www.ufa-fish.org


If you have any further questions regarding UFA's support of HB 218. please do not 
hesitate to contact me.

Respectfully < /

Mark D. Vinsel
Executive Director



Mary J a c k s o n

From:
Sent:
To:
Subject:

Sen. Tom Wagoner 
Monday, May 09, 2005 8:22 AM 
Mary Jackson
FW: Hatchery Cost Recovery

 Original Message----
From: ssiterry@oz.net [mailto:ssiterry@oz.net] 
Sent: Monday, May 09, 2005 7:33 AM 
To: Sen. Tom Wagoner 
Subject: Hatchery Cost Recovery

Email For: Senator Tom Wagoner
From: ssiterry@oz.net
Name: Terry Bertoson
Street: 1900 W. Nickerson St. #205
City: Seattle, WA
Zip Code: 98119

Subject: Hatchery Cost Recovery 

Dear Senator Wagoner,

My name is Terry Bertoson and I am the owner of Sea Hawk Seafoods located in Valdez, 
Alaska.

Bob Thorstenson gave me your name so that I could contact you and inform you of the severe
problems that have developed in Prince William Sound as a result of the current manner
that the salmon hatcheries are obtaining their cost recovery funding.

As the price of salmon has dropped the hatcheries have been forced to take a larger share 
of the returning fish. Some years as much as 60%. Inturn, factory processors from the 
Bering Sea have seen this as an opportunity to take advantage of their AFA privileges.

Using the ships that are supported by polock allocations, they have been able to turn the
hatcheries into their own private fish traps of old.

This year, these ships will be taking 23 million lbs of the 25 million lbs of pink salmon 
PWSAC will need for their cost recovery requirements.

Because this privileged group is able to out bid the local shore processors, the local 
buyers raw product source is reduced to 40 to 50% of what it would be otherwise. To make 
up for this shortfall in volume and cover their overhead, their only option is to lower 
the price paid to the fishermen.

This is why you see the increasing gap between the hatchery $.20/lb pink prices and the
$.10/lb paid to fishermen for the same fish.

The current system has evolved not to benefit the local fishermen, cannery workers,and 
businesses as it was intended to do. It has evolved to benefit a privileged few.

Fair competition is good for everyone. Unfair competition only benefits the already 
economically advantaged.

Please feel free to call me, (206) 355-1662, if you wish to learn more about the serious 
problems we are facing with the way that the hatchery cost recovery system has evolved.

Please Add My Email Address to your distribution list. Thank You.
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Attn: FAX Nc 4 6 5 -4 7 7 9

From: G ory F andrei

Remarks: S en a to r W agoner I  w anted to  le t you know th a t  I  have been

following HB 218 on h a tch e ry  co s t recovery. I  initially f e l t  th e  concept o f

th e  bill was good , bu t had som e re se rv a tio n s  concerning th e  specific  

language in th e  bill. T h at language has now been cleaned up and I  fee l much

m ore co m fo rtab le  with th e  passage of th is  bill. I t  would provide an option 

fo r  C IAA  co s t recov ery  h a rv es ts  in lower Cook In le t. I  have also heard  

from  2 C IA A  bo ard  m em bers th a t  fee l th e r e  may be som e m erit in a co st 

recovery  h a rv e s t conducted under th e  te rm s  o f th is  bill. However, please 

no te th e  C IA A  Board o f D irec to rs  has not taken  a position on th is  bill.

< r -  7-  o s -
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ICICLE.

May 6,2006

Senator Tom Wagoner, Chairman 
Senate Resources Committee 
Alaska State Legislature 
State Capitol (MS 3100)
Juneau, Alaska 99801-1182

Dear Chairman Wagoner and Committee Members,

I am writing to express our support for CS HB 218 relating to cost recovery fisheries for 
private nonprofit hatchery facilities.

As a major salmon processor w ith operations in Petersburg, Seward and Bristo l Bay we 
believe this legislation is good for all the salmon industry stakeholders. It w ill provide 
another option for nonprofit hatchery boards to consider as a means to cover the expenses 
for their facilities and operations.

This legislation provides a tool that hatcheries may employ to enable all salmon permit 
holders to participate in the harvest o f surplus salmon produced by the hatcheries in 
terminal harvest areas. In addition, all processors w ill have an opportunity to purchase 
this salmon from the fleets. Currently, only those harvesters and processors that are 
successful in their pro-season bids to the hatcheries for the cost recovery fish are able to 
participate. I f  used, this option would allow more fishing time fo r the fleets and provide 
fish to all processors while s till covering hatchery expenses.

Wc believe this option should be made available to nonprofit hatchery facilities and 
request your support for CS HB 218,

Sincerely,
IC ICLE SEAFOODS, INC.

Kris Norosz u 
Government Affa irs

PETERSBURG FISHERIES
A DIVISION OF ICICLE SEAFOODS, INC.

P.O. Box 1147 • Petersburg, AK 99833 • Tel: 907-772-4294 • Fax: 907-772-4472
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The Alaska State Senate 
Gig Decker, Wrangell Alaska.

Dear Senators, I ’m w riting in support o f 1IH218.

I have fished Salmon in Alaska continuously for 33 years. 1 appreciate the 
hatchery system very much but fee! the cost recovery system is becoming 
obsolete.

These hatcheries were created for the harvesters, now they arc becoming an 
industry o f their own, In the event they become bankrupt, the harvesters w ill 
continue to pay o ff the debts even after the fish stop being prod.iced. Most 
fishermen I speak lo want to participate in ihese fisheries and figure out some 
kind o f assessment to cover costs. Many processors resent the loss o f 
opportunity also.

The efficiency argumcn* has gone both ways. In some cases the cost recovery 
drives down prices o f lish like chums. This has been documented many times 
How does this figure into the price per pound to harvest cost recovery?

The critical factor here is having the flex ib ility to use either system, which the 
picsent proposed legislation would do. The bottom line is the question of whom 
these hatcheries are for and who should decide on their financing.

We havo all heard the pros and cons and they go on forever. What concerns me 
here is that I’m approached by harvesters and processors alike on a regular bases 
about tliis. They have been overwhelmingly for this legislation.

Personally. I wani the hatcheries to raise the fish, I want to catch them, and I 'l l 
pay the hills. This may lead to more realistic views o f some operations. The 
present cost recovery system is fueling the anti-hatchery debate and this may 
prove to be the most damaging factor o f all.

Gig Decker, Wrangell Alaska
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Alaska State Senator Sitka, AK
State Capitol Building May 4, 2005
Juneau, Alaska 99801 >1182

Dear Senator,I have looked al HH 218 This lattar it to jig* you to pus this legislation this year. I am a lifelong Alaska flshormtn I »*c novo a faherto* technician oartlficato from Sheldon Jackson Coitoge where I worked at the! hatchery. I holpad otgeniro tho Northern bouthMsl Kagionai Aquaculture Asaodadon in 19//-78 as a paid organtrar I hava bean activM in attending NSRAA mealing* for many yaers A hig pert nl my troU Incoma coma* from NSRAA chums, chlnook and some coho.I am v# 7  sippcrbve of NSRAA and especially Its fin# staff llto Pate Esquno and Stev* Reitonatuhl. I also strongly support hb 218 I hava come to believe that wa mada a fundamental error «*ian we organIzad ha aquaculture association* to taka over ocaan ranching technology In Alsaka. That error w*i to set up salmon harvest entitles outside of the common property fisheries,I hava coma to belwve that coat recovery operations In SE Alaska depress the common property fisheries market value and common property fishing opportunities to the extent that It la a big problem tor tho fishing groups Just last year wa lost our long tone troll chum market here in SrtKa because the processor wa* awampad With 00*t recovery chums.Ysars ago whan I was organizing NSRAA I assured fishermen that coat recovery operation* would be connoted by the (tahemien on the board or directors of the association and would not be encroaching on common property flahmg area* About 20 year* later I wea a common property fisherman ftehlng outalda I  designated coat recovery araa when NSRAA got an emergency order from ADFAG to al ow them to flah outside their designated t/aa and right In front of ma and other common properly trolert. It he* been ■ constant battle evar since to contain cost recovery operations and preserve the common property opportunity we need to be viable. Fortunately in Sitka, In part because ol an enfghtanad anacreative •'n it at NSRAA, wa have been able to work thing* out (he last law year*Nsverthafeaa I see HB 218 aa enabling legislation that will gtu* Teh amen and hafcbsry association* a tool to use II they decide they want to More Importanily it wM feed to engaged discussion* o f the problem* and thcta dborssons and the poMlbtoty of uarng the legation wkl make the hatchery ma.ragars more sensitive to common propsrty fisheries I don't see eny downside to the legislation. I urge you to pas* H thr* lessen.Sincaraiy.
Ere Jordan F/VI Oona <01 Gibson Place hitki. AK 998.10

FREE Emoticonf tor your emoUl Click Herel

Htfr,//,iru wwHmnil .nnl rnm/r1iw»l0V-mC9!itlilC.Q5nx'?VCrjion= SRV 1 0 0 12281 5/4/2005
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Senate Resources Chairman Wagoner May 6.2006
Alaska Slate Senate 
Stale Capitol Building 
Juneau, AK 99801-1182

Dear Chairman Wagoner

SEA$(Southeast Alaska Seiners Association) is a group o f small boat commercial 
fishermen asking you to support a quick hearing for 11B218, We believe that this is an 
important piece o f legislation that needs to move forward as soon as possible.

Traditional cost recovery has been one o f the lew available options to recover expenses 
and pay for hatchery operations. The fishing community has been working hard for years 
to come up with a different approach. Indeed HB218 is very similar to the legislation 
passed by this body in 2004 with respect to cost recovery, The difference with that piece 
o f legislation is that in this case only the users or “ harvesters" who catch the fish actually 
pay the assessment. 2004's Senate legislation would have mandated all users within 
similar geographic districts, which would have meant that fishermen would be paying for 
fish .at others were catching and paying hatchery taxes on wild-stock salmon.

HH218 has a zero fiscal note. As stated in the bill, it is our intent to pay any additional 
costs the program may entail, such as revenue collection or other costs.

It is also important to note that this h ill is permissive, allow ing the hatchery operators lo 
decide. Several hatchery associations and their Executive Directors are comfortable 
with the concepts and policies o f this 1IM218, including Cook Inlet Aquaculture 
Association’ s Gary Fandrci and Armstrong-Kela’ s Bart Watson (located in Southeast 
Alaska). D1PAC, SSRAA and I’WSAC have all discussed and opted to not oppose 
HB218. I f this was bad hatchery policy, there would be rampant opposition rather than 
the small, local opposition that we are experiencing from NSRAA

But we would especially encourage you to recognize that fishermen broadly support this 
as evidenced by support from fvake Seiners Association, Petersburg Vessel Owners 
Association, and the V’nilcd Fishermen o f Alaska. Thank you again for your urgent 
consideration o f HJ3^18.

Respectfully yours,

\y''
Bub Jhortfehson, Jr.. Execut

0 PO Box 23081, Juneau. AK 99802 O 907-463-5030 <> Fax: 907-463-5083 0
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REPRESENTATIVE BILL THOMAS Juneau AK. 99801-1182

FAX 907-465-2652

907-461-3732

888-461-3732

Slate Capitol

Sponsor Statement
HB 218

“ An Act relating to cost recovery fisheries for p rivate nonprofit ha tchery  facilities”

Salm on hatcheries in A laska con tinue to he pos itive con tr ibu to rs to the econom ic 
deve lopm ent o f coastal reg ions. O ve r the years, hatcheries have p rov ided great bene fit to 
the comm erc ia l fis h in g in du s try and to o the r users o f fish by enhanc ing the strength o f 
sa lm on returns and by crea ting jo b s in ou r com m un itie s . The comm erc ia l sa lm on indus try 
has paid in to th is prog ram th rough the Sa lm on Enhancement Tax since 1980.

MB 218 relates to the methods by w h ich hatcheries generate revenue to cove r the ir 
opera ting and cap ita l expenses. These methods arc re fe rred to as ‘ ‘cost re co ve ry .”  Unde r 
cu rren t practices, hatcheries con trac t w ith  processors to purchase part o f the re tu rn in g run 
o f fish that arc caught in areas know n as Specia l Harvest Areas im m ed ia te ly in fron t o f 
hatcheries o r at remote release sites where enhanced runs o f fish have been deve loped. 
T y p ic a lly  o n ly a hand fu l o f com m e rc ia l vessels ac tu a lly pa rtic ipa te in the harvest o f these 
cost recove ry fish .

MB 218 prov ides language tha t w ou ld a llo w  ha tche ry opera tors to choose to recove r th e ir 
costs th rough fishe ries open to comm erc ia l fishe rm en , a llo w in g the fleet to access more 
fish . In re turn fo r th is increased access, the indu s try w ou ld pay an assessment o f up to 
50% o f the value o l the fish to ensure that the users o f the resource con tinue to pay fo r 
the costs o f the hatcheries. Hatcheries were created to enhance the natura l p roduc tion o f 
sa lm on so that the comm on p rope rly users w ou ld have a more abundant resource to 
harvest. The ha tche ry system shou ld w o rk tow a rd the goal o f m in im iz in g  the am oun t o f 
fish that hatcheries sell d ire c t ly to processors. Howeve r, because each ha tche ry has a 
un ique fin anc ia l s itua tion , th is a lte rna tive type o f cost recove ry w il l not be im m ed ia te ly 
app licab le to all hatcheries. Fo r th is reason. H B 218 m ere ly prov ides pe rm iss ive 
language. It in no way w i l l fo rce a ha tche ry to change its cu rren t practices.



F IS C A L  N O TE

STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision DateTTime (Note if correction):____________
Title Private Hatchery Cost Recovery Fisheries

Fiscal Note Number:

Bill Version;

() Publish Date

Dept. Affected____________
RDU Investments (122)
Component Investments

CS HB 218 (FIN)

Commerce

Sponsor
Requester

Thomas
Senate Resources

Expenditures/Revenues
Component No 

(Thousands of Dollars)

383

Note: Amounts do not include inflation unless otherwise noted belowO P E R A T IN G  E X P E N D IT U R E S FY  2007 F Y  2008 FY 2009 F Y  2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
MiscellaneousTO TA L O P E R A T IN G 0.0 0.0 0.0 o.r> 0.0 0.0IC A P IT A L  E X P E N D IT U R E S I IIC H A N G E  IN R E V E N U E S  ( ) I I I I IFU N D  S O U R C E (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
1004 GF
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)TO TA L 0.0 0.0 0.0 0.0 0.0 0.0
Estim ate of any current year (FY2006) co st: 00Mark this box (X) if funding for this bill is in cluded in the G o vern o r's  FY 2007 b u d get p rop osal:P O SIT IO N S
Full-time
Part-time
TemporaryA N A L Y S IS : (Attach a separate paqe if necessary)

This legislation would allow private non-profit aquaculture associations to use a new method of conducting 
their cost recovery operations. Although the Alaska Division of Investments (division) provides financing to 
private non-profit aquaculture associations under the Fisheries Enhancement Revolving Loan Fund, the 
associations make all cost recovery decisions without input from the division As a result this bill will have no 
fiscal impact on the division

Prepared by 
Division 
Approved by 
Agency

Greg Winegar, Director Phone 907 465-2510
Investments Date/Time 4/3/06 11 03 AM

William C. Noll, Commissioner Date 4/3/2006
Commerce, Community, and Economic Development

(Revised 9/7/JOOi OMB) Page I of 1



F IS C A L  N O T E

STATE OF A LA S K A Fiscal Not .umber:____ _____________
2006 LEG IS LA T 1 /E  SESSION Bill Version: CSHB218(FIN)

() Publish Date:________ _____________

Revision Date/Time (Note if correction):____________________ Dept Affected;__________Fish and Game________
Title Private Hatchery Cost Recovery Fisheries_________ RDU Commercial Fisheries_____________

______________________________________ Component SE, Central, and Westerward Regions
Sponsor Ref esentative Bill Thomas____________________  Fish Management_______ ________
Requester Sei ate Resources Committee Component No. 2167.2166.2170

Expenditures/Revenues _________________________  (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.O P E R A T IN G  E X P E N D IT U R E S FY 2007 FY  2008 FY  2009 FY 2010 FY 2011 FY 2012
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claim1.
MiscellaneousTOTAL O P E R A T IN G 0.0 0.0 0.0 0.0 0.0 0.0IC A P IT A L  E X P E N D IT U R E S | | I I IIC H A N G E  IN R E V E N U E S  ( ) i 1 IFU N O  S O U R C E (Thousands of Dollars)
1002 Fedenl Receipts
1003 GF Match
1004 GF
1005 GF l-rogram Receipts
1037 Gr Mental Health
Other p jcify Type--Do no' ibbre.iate)T O T A L 0.0 0.0 0.0 0.0 0.0 0.0
Estin a t » of any current year (FY2006) cost: 0.0Mark ihis box (X) if fun d in g for this bill i3 in cluded in the G o vern o r's  FY 2007 b u d get p rop osal: P O S ITl()NS
Full-tii <3
Part-ti te
Tempr raryA N A L Y S IS : (Attach a separate page it  necessary)

This legislation is enabling legislation and creates no additional expenses for the Alaska Department of Fish 
and Game (ADF&G). The promulgation of the regulations required by this legislation is already covered by 
ADF&G's existing budget. A zero fiscal note assumes that ADF&G will not be conducting hold inspections 
and that the reporting of harvests and sales taken within the special harvest area v"'l be accomplished 
through the existing fish ticket catch reporting system.

Prepared by Sarah A. Gilbertson, Legislative Liaison_________________________  Phone 465-6137
Division Commissioner's Office   Date/Time 4/4/06 12:53 PM
Approved by Commissioner McKie Campbell________________________________  Date 4/4/2006
Agency Alaska Department of Fish and Game___________________________

(Rcvuod 9ff/2005 OMB) Page 1 of 1
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STATE OF ALASKA
2006 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_________________________Title Private Hatchery Cost Recovery Fisheries Dept. Affected.'R D U  ___________Com ponent ___________

Fiscal Note Number:

Bill Version:

() Publish Dale-

C S H B  218 (FIN)
Revenue 04Tax and TreasuryTaxSponsorRequester Rep. ThomasSen ate Resources

Expenditures/Revenues
Component No. 

(Thousands j f  Dollars)

2476
Note: Amounts do not include inflation unless otherwise noted below.O P E R A T IN G  E X P E N D IT U R E S FY 2007 FY  2008 FY 2009 FY 2010 FY 2011 FY  2012Personal ServicesTravelContractualSuppliesEquipmentLand & StructuresGrants & Claim sMiscellaneousT O T A L  O P E R A T IN G » • • * • *

C A P IT A L  E X P E N D IT U R E S  I | ! jC H A N G E  IN R E V E N U E S  ( ) * * ■ L  ' * *FUND S O U R C E (Thousands of Dollars)1002 Federal Receipts1003 G F  Match1004 G F1005 GF/Program Receipts1037 GF/Mental HealthOther (Specify Type-Do not abbreviate)T O T A L • • • * * •
E stim ate of any current year (FY2006) cost: 0 0C h e c k  this box (X) if funding for this bill is in cluded in the G o vern o r's FY 2007 bu d get p rop osal:P O SIT IO N SFull-timePart-timeTemporaryA N A L Y S IS : (Attach a separate page i f  necessary)

See page 2

Prepared by DivisionApproved by: Agency
Tim Cottongim/Nels Tomlinson Phone 465-2320Tax Division Date/Time 4/4/06 1 45 PMJerry Burnett. Administrative Services Director Revenue Date 4/4/2006

(Rovtood 9/7/V005 OMB) Page 1 of 2



FISCAL NOTE #

ANALYSIS CONTINUATION

This bill authorizes hatchery permit holders to recover costs using an assessment against special common 
property fisheries in lieu of cost recovery harvests. Revenue is charged with setting the assessment rate, 
not to exceed 40%, in consultation with the Department of Commerce, Community, and Economic 
Development, ihe hatchery permit holder, and commercial fishermen. Licensed fisheries businesses and 
participating commercial fishermen remit the assessment to Revenue under regulations that would be 
adopted.

Our interpretation of the bill is th.it it does not authorize Revenue to enforce an assessment Revenue will 
not perform oudits or otherwise pursue compliance with an assessment. The assessment is not subject to 
the administrative provisions of Title 43 that includes penalties, interest, assessments and limitations on 
assessments, or appeal rights and procedures, The department's authority is restricted to setting the 
assessment rate, receiving payments, and accounting.

Cost Discussion
Our costs are indeterminant because we cannot predict the number, if any, or complexity of common 
property cost recovery fisheries that will arise under the bill

Receipt & Accounting
We are unable to predict the actual number of fisheries that can be handled using existing resources. We 
estimate that we can receive and account for 2 to 3 common property cost recovery fisheries using 
existing resources. It is possible, depending on the number of taxpayers per fishery and the complexity 
and timing of accounting and distribution requirements, that we could receive and account for additional 
fisheries using existing resources.

Rate Setting
We are unable to predict the cost of setting rates under the bill. The time and expense attributable to rate 
setting will be influenced by the knowledge, experience, contributions by the participants, the financial and 
operational status of the hatchery permit holder, and other factors specific to each fishery and hatchery 
permit holder. We expect to incur travel expenses with respect to hatcheries and interest groups who are 
testing the waters as w Jl as for any cost recovery fisheries that actually take place. We are unable to 
anticipate the level of derm 'd for services associated with rate setting activities, however, the successful 
establishment of a fishery under the program may not be possible without dedicated staffing. There are 
currently 31 hatcheries in the stale. If more than 3 hatcheries elect to become common property cost 
recovery fisheries, Revenue projects a need for 1 to 2 additional Tax Auditor positions, along with funding 
for travel.

Revenue Discussion
We are unable to predict the number of cost recovery fisheries that will arise under the bill or receipts 
associated with a fishery.

STATE OF ALASKA BILL NO. CSHB218(RES)
2006 LEG ISLATIVE SESSION

N
Page 2 of 2
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S O U T H E A S T  R E G I O N A L  A Q U A C U L T U R E  A S S O C I A T I O N ,  INC.

1308 SAWMILL CREEK ROAD SITKA, ALASKA 99835 FAX (907) 747-1470

April 4, 2006

Senator Thomas Wagoner, Chairman 
Senate Resources Committee 
Alaska State Senate 
Alaska State Capital 
Juneau, Alaska

Dear Senator Wagoner:

In preparation for the April 5th meeting o f your Senate Resources Committee, at which 
HB 218 w ill be heard, I have enclosed two documents for your review One document 
entitled “Why HB 218 is Bad Public Policy” is presented as a means o f sharing with the 
Committee our general view o f HB 218 and why it should not be passed in its present 
form. The second document entitled “HB 218- Analysis o f  Opeiational and Legal 
Issues”, attempts to document many o f the more specific issues which we feel need to be 
worked through before passage.

I want to thank you and the Senate Resources Committee for taking the time to hear our 
point o f view concerning H B  218 M r Kevin McDougall, President o f the NSRAA Board 
o f Directors, and Ms. Deborah Lyons, Sec. /Treasurer o f the NSRAA Board will be 
testifying for NSRAA, via teleconference Thanks again for your consideration.

Sincerely,

Pete Esquiro 
General Manager

Enclosures
c.c. Senator Bert Stedman
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HB 218 
Analysis of O perational and Legal Issues

H B 218 creates a process th a t would subject Regional N on -p ro fit H atchery 
Associations and fisherm en to a very complex governm ent process. The proposed 
process is rid d le d w ith prob lem atic terms th a t in v ite disputes, law suits, and confusion. 
The high cost o f im plem enting th is b ill w ill re su lt in  lowered revenues to  the n o n -p ro fit 
and the comm ercial fis h in g  flee ts.

1) The Bill creates special definitions o f “special harvest area” and “terminal harvest 
area” that do not seem consistent with other definitions in existing statutes and 
regulations. This seems likely to cause problems. Further rese ireh is needed to define 
how this bill would impact current definitions and practices the industry uses for terminal 
special harvest areas.

2) The “rate o f assessment on harvest mechanism” in HB 218 has a fundamental 
problem. The underlying premise o f the language in the bill is that each hatchery is a 
stand-alone economic unit. Regional hatchery associations are complex businesses that 
have many sources o f  revenues, many sources o f expenses and many sub business 
enterprises. Ihese revenues and expenses fluctuate over time, especially with natural 
fluctuations in salmon survival and market fluctuations in value.

3) The rate o f assessment section does not allow the nonprofits to retain funds for future 
expansions and other programs All nonprofits have some programs that may not be self 
funding, based on their individual cost recoveries. This provision should be added to the 
list o f  allowed uses for funds.

If this approach had been taken, historically, non-profits would have never been able to 
expand. This provision will prevent non-profits from making investments in new projects 
and technologies that will produce additional salmon for the common property fisheries

4) The bill has a general lack o f definition o f  important financial terms that will be 
utilised by the Department of Revenue, in setting the assessment rate. These terms must 
be defined so that non-profits can predict and plan their futures accurately. The 
definitions o f these words used by non-profits might be quite different from meanings 
State agencies use. Terms that should be defined include

•  Revenue, operating cost, operating reserves, depreciation, capital replacement, 
capital reserves, equipment upgrade, research, run forecasting

•  Another expense category tliat is not clearly included is depreciation. This starts 
to get at the issue o f capital replacement.

•  The bill allows the Department o f  Revenue to take assessment revenues to cover 
their collection and implementation costs li t is  needs to be added to the list to 
ensure the assessment rate is high enough to cover this "cost” .

•  Beyond this is the general business issue o f upgrading technology and installing 
new equipment for efficiency, higher productivity or higher survival. As labor 
costs and inflation in general increase it is necessary to upgrade whenever new 
technology becomes available. The definitions need to provide for ihcse 
conditions also
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•  “Reasonable” (as in reasonable operating costs) needs to be clearly defined. 
Letting the department determine “reasonable” with its lack o f experience in 
operating fish hatcheries would be problematic.

5) HB 218 creates a process o f multiple steps with several State agencies. There are no 
time lines. I f  this process is to be utilized there would have to be some required timely 
decisions by State agencies so that non-profits, processors and fishermen all have 
certainty on the fishing plan for the upcoming year.

The bill as currently drafted fails to establish any timelines or deadlines

6) Providing provisions for fishermen to not sell to licensed buyers removes the non­
profits ability to easily collect and enforce collection of assessment. With a high 
assessment fishermen would have very large incentives to “ sell” to unlicensed buyers

It is our understanding that the Department o f Revenue has historically opposed prior 
requirements to collect directly from fishermen. They don’t have the manpower or the 
budget. If  the department is unwilling to collect funds from fishermen the only choice for 
collection would be to require fishermen to sell to licensed buyers.

7) The Fish and Game Commissioner is required to find that there are no allocative 
issues. Further he/she is required to have “reasonable consultation with affected 
commercial fishermen” and the “organizations o f affected commercial fishermen” 
These provisions arc vague and undefined. They provide the potential for disputes, 
protests to the State, and lawsuits. More specificity should be included to prevent abuse 
o f these provisions.

Later in the Bill a similar problem is created with the mandate that the Dept, o f 
Commerce consult with “representatives o f affected commercial fishermen". Who are 
these “representatives”?

This requires a definition and a process to alleviate these problems. The Commissioner 
needs to know the “organizations o f affected commercial fishermen” and “representatives 
o f affected commercial fishermen" have been chosen through some type o f process that is 
democratic and public lbere needs to be a time or dale certain for their input. The 
group or organization has to be in existence and choose their representative prior to the 
beginning of the process o f implementing provided in the bill.

There has to be certainty on who has standing to challenge the ruling o f the 
Commissioner in court and on what basis the challenge can be made, or there will be
chaos.

One re a lly has to ask what the p o in t o f the reg iona l non -p ro fits having representatives 
o f a ll the user groups on th e ir board, comm unicating w ith members and conducting 
other outreach activ itie s, are fo r ? This essentially allow s an en tire p a ra lle l process fo r 
fisherm en and fis h e r organizations to give comments on cost recovery plans.

8) As we know, there arc biological surprises in run returns and unprcdicted market 
prices. The process in the bill for assessments has no flexibility like the current system, 
lhere needs to be flexibility built into the mechanism If the run comes in much weaker 
than predicted or if  salmon prices arc dramatically different than predicted, the non-profit 
should be provided some mechanism to alter the assessment rate or harvest plan.
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R egional non-p ro fits have th is in  season fle x ib ility  now and they shou ld no t give it  up 
This lack o f fle x ib ility  could underm ine the fin a n c ia l s ta b ility o f the reg iona l non­
p ro fits .

The Commissioner o f Fish and Game has authority to operate under “Emergency Order” 
(EO’s) to manage in season fisheries. It is not clear that the Commissioner o f Revenue 
will have similar authority under this legislation to issue “EO’s” to either increase or 
decrease the assessment rate based on the in season run strength or catch rate.

No provision is made for the scenario where the run size exceeds the catching capacity o f 
the fishermen. The non-profit should have flexibility to deal with this occurrence.

9) If the Department o f  Revenue should be allowed to take cost recovery funds for their 
budget, the bill should be amended to put a limit on the Department of Revenues 
expenses. Leaving this open ended invites the State to be inefficient and just treat this as 
a cost-plus activity Neither the non-profits nor fishermen would have any way to audit 
the “reasonableness" o f these costs.

Federal and State agencies that have been allowed to “recoup their costs" by their own 
edicts have historically abused these authorities and costs have become unreasonable.

10) The Dept of Revenue shall “consider” several other factors such as run size and price. 
Is the department going to do their own research? Are they going to get the information 
from fishermen? As wc know there is always a huge range o f nin size possibilities and 
salmon prices With experience, non-profits have learned to correctly interpret this range 
of data. The State does not have this experience for non-profit hatcheries.

Since the Department o f Fish and Game docs not make “hatchery” salmon run forecasts 
the non-profits are the only logical party to do this The State is not in a position to judge 
what is reasonable on these factors

An alternative: I f  the bill sponsors want to insist that the Department of Revenue will 
determine the assessment level, instead of the hatchery operator, then the State needs to 
he responsible for any revenue shortfall

11) The Bill requires these special assessment funds be deposited to the State and await 
the Legislative and State budget process This will cause a one year delay in cash flow to 
the non-profits In the long-term this may not be a problem, but in the initial startup non­
profits will lose one year o f funding There is no requirement that interest be earned on 
these special assessment funds and passed on to the non-profits

12) Also, with a special high assessment rate it would be essential that fishermen be 
required to ofiload their catch before proceeding to any other fishery, so that processors 
would clearly know to charge the special assessment rate There would need to be an 
enforcement mechanism.
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W hy HB 218 Is Bad Public Policy

HB 218 is a reversal of long standing, successful public policy on how to best build and 
operate salmon hatcheries in Alaska. No "'problem " is actually solved by the bill. While 
it is unclear that any regional non-profit hatchery association would ever use the 
mechanism created by HB 218, there is a presumption that the State creates new laws for 
a purpose.

A  Successful State Policy

The private non-profit hatchery program was developed in the 1970's as a major 
component o f the overall State effort to rebuild the salmon industry. The State concluded 
that the experience o f government built and operated hatcheries in other jurisdictions had 
been very problematic and was the wrong direction for Alaska. Government built, 
operated and managed hatcheries suffered from myriad problems, including very high 
costs, very low productivity, disease problems, diminishracnt o f  wild stocks, lack of 
accountability to user groups, and out o f date technology

Alaska constructed a unique program building off o f the successes and failures o f other 
models for salmon hatchery programs. The private sector was nominated to build and 
operate hatcheries and to be accountable to a bottom line that mattered to the primary 
user group — commercial fishermen. Other user groups were given a voice, but were not 
required to fund the hatcheries. The State retained several roles -  financier, regulating 
genetics, site location, disease and other areas that would protect the public interest and 
the health o f the fishery resources

The non-profit hatchery program has fulfilled the vision o f the founding legislation. State 
hatcheries in many cases have been turned over to the non-profit sector to reduce the 
burden on state finances and to ensure more efficient operations. The State has fulfilled 
its roles o f regulating the hatcheries to protect the public interest and fishery resources

Nonprofit hatcheries are founded on principles that have worked well in our country -  
democratic and local control. All user groups participate and management is at the local 
level where local knowledge is the greatest. This has provided a forum for fishermen on 
a local level to participate and address their concerns, without appealing to a distant 
bureaucracy or requiring die Legislature to act to solve local problems. This system has 
allowed fishermen to pursue different enhancement strategics in different areas o f the 
state, to fit local conditions, versus a one size fits all government solution.

HB 218 -  A  New Direction

SCS CSHB 218 dictates a major shifl in State policy for the non-profit hatchery program. 
Ihc Bill calls for a complex process involving four stale agencies -  Board o f Fisheries, 
Department o f  Revenue, Department o f Commerce and Economic Development, and 
Department o f Fish and Game — to determine and regulate the harvest o f  salmon 
returning to non-profit hatcheries. This will inevitably destroy private sector efficiency 
and flexibility that has been the hallmark o f the non-profit hatchery program. Passage of 
this bill will be a clear message to all fishermen and user groups that they should petition 
the Slate Government an . the Legislature when they don’t approve o f the operations o f  a 
non-profit hatchery
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2. Why HB 218 Is Bad Public Policy

Fishermen can expect to pay for the increased State management o f their hatcheries. The 
Bill takes the first step in this direction by allowing the Department o f  Revenue to collect 
a share o f the returning salmon harvest to cover their costs. While State agencies may 
not appreciate the new regulatory burden, they will happily accept the new funding 
source.

SCS CSHB 218 charts a reversal o f  three decades o f  State policy that built a successful 
nonprofit salmon hatchery program In place o f a proven efficient private sector model, 
government will be substituted.

W hat Problem Needs Fixing?

IIB 218 docs not state what problem it is fixing. Supporters have represented that the bill 
supplies a voluntary option and “won’t hurt anything” because it is voluntary If  there is 
a problem that the bill is trying to fix this is the most cumbersome, complex and costly 
way to do that. Presumably, if after the bill is passed supporters would move to the 
second step o f  pressuring for utilization o f the new law. Why pass the bill unless you 
intend to use it.

State agencies would interpret the passage of HB 218 as a change in State policy and 
direction. Why would the Legislature pass a new law unless it intended for its utilization.

The legislature wisely gave local control to fishermen and required broad democratic 
participation in the non-profit hatchery process. Under the current system each regional 
non-profit hatchery association can design flexible cost recovery systems that work best 
in their region. The fact that a wide variation of cost recovery methods have been tried 
and exist today is an indication the system is working.
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From: Kate File [files@acsalaska.netj
Sent: Tuesday, April 04, 2006 2:26 PM
To: Ian Fisk
Cc: akwapsc@aol.com
Subject: HB218 testimony

Senate Chairman Thomas Wagoner 
Alaska State Senate 
State Capitol Building 
Juneau, Alaska 99801

Dear Chairman Wagoner,

My name is Kate File, I am a commercial fisherwoman and I live in Juneau, Alaska.
I am writing to you today in support of HB218.

I would like to thank you for taking the time to discuss an issue that is of such critical 
importance to commercial salmon fishermen.

I would like to start by stating that seven hatcheries (Southern Southeast 
Aquaculture, DIPAC, Armstrong-Keta, Cook Inlet Aquaculture Assoc., Kodiak 
Regional Assoc., Valdez hatchery, and Prince William Sound Aquaculture Assoc.) 
have all discussed HB218 and have not opposed it. If this bill were in any way 
considered threatening to hatcheries, wouldn't we see opposition across the board 
to this bill? This however, is not the case.

There are NOT many fishermen who would tell you that the cost recovery system 
needs to stay status quo. Across the board fishermen of different gear groups 
believe that the cost recovery system desperately needs to be changed to become 
more "fishermen friendly". Look at the situation from the commercial fishers point of 
view. We compete with hatcheries for dock space, price, processing capacity, in 
the marketplace and we compete for the cost recovery fish. There are many ideas 
as how to enact change in the current hatchery cost recovery system. This bill will 
only tax those commercial fishers who choose to fish in the terminal harvest areas. 
This is extremely important because it gives the commercial fishermen a choice to 
pay the tax or not and having the choice empowers the fishing sector. Just as 
HB218 will give the hatcnery board a choice as to whether or not to enact this 
management option. It has always been said among commercial fishermen that the 
current cost recovery system MUST change in order to create some balance and 
fairness between the commercial and hatchery sectors.

Commercial fishermen are in favor of having options to be able to deal with a rapidly 
changing industry. This being said if HB218 were to pass, this would just be

Ian Fisk

4/4/2006

mailto:akwapsc@aol.com
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another "tool in the toolbox". It is important to realize that if the bill passes it would 
NOT be imposed on any hatchery unless the hatchery board itself discussed, voted 
and approved this "management tool". So why, may you ask, is there opposition? 
The opposition, I believe, comes from the concern that if HB218 were passed that 
the Department of Revenue would annually review the hatcheries financial 
situation. The hatchery cost recovery system has gone unchanged for many years 
and the concern maybe that the hatcheries will not be allowed to delegate their 
finances as they see fit, if another party were involved.

This being said, we are all in a time of fleet and processor consolidation in the 
commercial fishing industry. We are all making changes in the way that we do 
business. The only sector in the fishing industry that has not changed is the 
outdated cost recovery system.

When hatcheries were first introduced they were to help enhance the wild run. It 
was never meant to be in direct competition with the very "users" they intended to 
help.

It is now that I ask you to help the commercial fishermen. Give them another "tool 
for their box"............... please pass HB218.

Respectfully,

Kate File 
4515 Trafalgar 
Juneau, Alaska 99801 
(907) 789-2660

4 /4 /2 0 0 6
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Fax T o : S e n a t o r  T h om a s  W o q o n e r

Attn: F A X  No.: 4 6 5 -4 7 7 9

From:  Gary Fandrei

Remarks: Senator Wagoner I wanted to let you know that I have been 

following H B  218 on hatchery cost recovery. I initially felt the concept of 

the bill was good, but had some reservations concerning the specific 

language in the bill. That language has now been cleaned up and I feel much 

more comfortable with the passage of this bill. It would provide an option 

for C I A A  cost recovery harvests in lower Cook Inlet. I have also heard 

from 2 C I A A  board m e mbers that feel there may be some merit in a cost 

recovery harvest conducted under the terms of this bill. However, please 

note the C I A A  Board of Directors has not taken a position on this bill.

7- o s -
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House FISHERIES Minute

M ar 16, 2005

HB 218-PRIVATE HATCHERY COST RECOVERY FISHERIES 

8 ;4 3:27 AM

CO-CHAIR LEDOUX announced chat the next o rd er o f business would 
be HOUSE BILL NO. 218, "An Act r e la t in g  to  cost reco very  
f is h e r ie s  fo r  p r iv a te  n o n p ro f it  ha tchery  f a c i l i t i e s . "

IAN FISK, S ta f f  to  R e p resen ta tive  Thomas, A laska S ta te  
L e g is la tu re  p resen ted  HB 218 on b e h a lf o f R e p re s e n ta tiv e  Thomas, 
b i l l  sponsor. He e x p la in e d  th a t th e re  a re  29 p r iv a te ,  n o n p ro fit  
[ PNP] h a tc h e rie s  s ta te w id e  which produced over 50 m i l l io n  f is h  
th a t  were h arves ted  in  2003. This accounts fo r  about a t h i r d  o f  
the s ta te w id e  h a rv e s t by volume and about a q u a rte r  o f the  s ta te  
harves t by v a lu e . S port fisherm en caught 481 ,000 h a tc h e ry  f is h
in  2003. " I t ' s  t r u ly  been a ve ry  s u ccess fu l program ," he
o p in ed .

What w e 're  hero to  d iscuss today is  the  method by 
which h a tc h e rie s  reco ver t h e i r  c o s ts . . . .  Cost 
reco very  is  c u r re n t ly  done by a system whereby
h a tc h e rie s  c o n tra c t w ith  c e r ta in  processors and the  
p rocessor. through a b id  process, is  s e le c te d . . . .  
T y p ic a l ly  v e ry  few f is h in g  vesse ls  a c tu a l ly  
p a r t ic ip a te  in  the  h a rv e s t. Now th e r e 's  d i f f e r e n t  
h a tc h e rie s  th a t  nave d i f f e r e n t  circum stances by which 
_.iey a c tu a l ly  reco ver t h e i r  co s ts , and what th is  b i l l
w i l l  do is  i t  w i l l  p ro v id e  p e rm iss ive  language th a t  
wi a llo w  them to  . . .  make more f is h  avu . la b le  to  
common p ro p e rty  h a rv e s t. In  S ectio n  2 o f th e  b i l l ,  
yo u ’ l l  see th a t  th e re 's  perm iss ive  language, and th is  
is  one o f the keys to  HB 218. [On page 1, l in e s  11- 
1-1] i t  s p e c if ie s  th a t  a hatchery  p e rm it h o ld er may 
h a rv e s t salmon fo r  a f a c i l i t y  in  a s p e c ia l h a rv e s t  
area  through ag en ts , c o n tra c te e s , o r employees o f the  
p erm it h o ld e r as p ro v id ed  under re g u la tio n s  o f the  
Board o f F is h e r ie s  o r through common p ro p e rty  
f is h e r ie s .  The rem ainder o f the b i l l  se ts  out th e  
process by which ra te s  w i l l  be set fo r  the common 
p ro p e rty  cost recovery  f is h e r y . I t  s p e c if ie s  th a t as 
the b i l l  c u r r e n t ly  reads, . . .  [A laska Departm ent o f  
Revenue] w i l l  a n n u a lly , in  c o n ju n c tio n  w ith  . . .  
h a tch ery  p erm it ho lders  and a f fe c te d  fisherm en . . ,  se t 
the r a te  fo r  the  cost reco very  h a rv e s t, and t h e y ' l l  
c o l le c t  and d is t r ib u t e  the funds.

MR. FISK con tinued :

In  S e c tio n  2 . . .  th e  re g u la tio n s  to  govern th is  cost 
reco very  f is h e r y  w i l l  be set out by both the [A laska  
Departm ent o f F ish  and Game] and in  c e r ta in  
circum stances by the [Board o f F is h e r ie s ] .  [The Board 
of F is h e r ie s ]  w i l l  be in vo lved  i f  th e re  is  anyth ing  
th a t  w i l l  a l t e r  a l lo c a t io n  p lans th a t  a l lo c a te  f is h

H
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between d i f f e r e n t  user groups. In  subsection  (c) 
th e r e ’ s language th a t  sets  out th a t  a fisherm an who 
p a r t ic ip a te s  in  the f is h e ry  agrees to  the payment o f 
the assessment and so th a t  t h e r e ' l l  be a method by 
which . . .  the assessment w i l l  be determ ined a n n u a lly .
And th a t 's  to  g ive  some f l e x i b i l i t y  because o f 
changing m arket c ircum stances.

8 :47 :32  AM

MR. FISK review ed the frn d in g s  in  S ectio n  1, which reads:

The A laska Sta e le g is la tu r e  fin d s  th a t  the economic 
in te re s ts  of '.he commercial salmon f is h e ry  are  best 
served by the 1 irv e s t o f salmon re tu rn in g  to  p r iv a te  
n o n p ro fit  h a tc h e rie s  in  common p ro p e rty  f is h e r ie s  and 
the re d u c tio r  o r e lim in a t io n  o f the d ir e c t  s a le  ol 
salmon by hatch 'ry  perm it h o ld e rs , e s p e c ia l ly  when a l l  
f is h e r ie s  enhancement loan o b lig a tio n s  in c u rre d  fo r  a 
h a tch ery  f a c i  : :y have been re p a id .

3 :48 :14  AM

REPRESENTATIVE ELF NS asked, " I f  a fisherm an . . .  exports  h is  own 
f is h , how do you k.i^w y o u 're  going to  get your money?"

MR. FISK re p lie d , The enforcement d e ta i ls  o f th is  b i l l  a re
something th a t s t i l l ,  need to  be worked o u t . ” He noted th a t  
th ere  is  a p ro v is io n  near the end o f the b i l l  th a t s ta te s  th a t  
v io la t io n s  o f th is  law  would be a c la s s  A misdemeanor, which is  
s i.m ila r to  o th e r f i  hm g v io la t io n s .

8 :4 9 :37  AM

GARY FANDREI noted th a t he is  the E xecu tive  D ire c to r  o f Cook 
I r . le t  A quacu ltu re  A sso c ia tio n  (CIAA) . but because the CIAA has 
net review ed the  b i l l  he was speaking fo r  h im se lf o n ly . He
s ta te d  th a t  he wanted to  make th re e  major p o in ts  on HB 218.

F i r s t  o f a l l ,  I applaud the concept. I  th in k  th is  is  
omething th a t some members o f the f le e t  have
xpressed an in te r e s t  in . I t  is  a ls o  something th a t  

we have looked a t i number o f tim es but we h a v e n 't  
q u ite  been ab le  to  f ig u re  out how to  make i t  work.
Having s a id  th a t ,  I 'm  not sure th a t th is  b i l l  does i t  
e i t h e r .  Another p o in t I 'd  l ik e  to  make is  the b i l l  
seems to encourage loans in  th a t i t  does not a llo w  fo r
the development of any type of a rese rv e  asso c ia ted
w ith  the f a c i l i t y .  In  o th e r words, i f  you come up 
sh o rt on your cost recovery one ye a r, and you d o n 't 
have money some p lace  e ls e , you ’ re  going to  have to  go 
out and get a loan  to  make the p ro je c t  work fo r  th a t  
y e a r . The la s t  th in g  I ' d  l ik e  to  say on the major
p o in ts  is  th a t the o p tio n  to  use th is  type o f cost 
reco very  s tra te g y , I  f e e l ,  must be a t the i n i t i a t i v e  
or the  o p tio n  o f the  hatchery o p e ra to r . I ' d  h a te  to  
get in to  a p o s it io n  where w e 're  fo rced  in to  doing  
something l ik e  th is ,  because i t  may not work in  a l l  
s i tu a t io n s .

8 : 5 1 : 2 2  A M
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MR. FANDREI continued:

For th is  to  work fo r  the h a tc h e r ie s , I  th in k  in  some 
in s tan ces  we may need to  re d e fin e  our cost recovery  
h a rv e s t a reas , and so th a t  should be something th a t  
peop le  should be aware o f .  . . .  I  a lso  have a question  
on how buyers w i l l  keep up w ith  the assessment 
program; i t  seems a l i t t l e  b i t  cumbersome to  be 
d e a lin g  w ith  an assessment progt4m th a t 's  going to  
vary  a re a -b y -a re a  and y e a r - to -y e a r .  . . .  The la s t  
comment I  would make is  th a t  the 40 p ercen t assessment 
ra te  p robab ly  is  a f a i r l y  reasonable ra te  to  oe 
d e a lin g  w ith . We have looked a t  our programs and th a t  
40 p e rc e n t ra te  rep resen ts  a 1 :2 .5  co st b e n e f it  r a t io
and th a t  i t ' s  p r e t ty  reasonable  fo r  many o f the
programs th a t  we do; we’ re  u s u a lly  in  th a t 1:3 to  1:6
cost b e n e f it  r a t io  w ith  most of the programs th a t  we 
ru n .

B : 52:20 AM

CO-CHAIR THOMAS asked Mr. Fandrei to  d escrib e  the make up o f the  
CIAA board.

MR. FANDREI re p lie d , "We a re  a re g io n a l a s s o c ia tio n  and we have
a number o f commercial fisherm en on the board. And we a lso  have
re p re s e n ta tiv e s  from the lo c a l com m unities, the borough, and a 
number o f o th e r groups in  the area such as . . .  [Cook In le t  
Region, In c o rp o ra te d  ( C IR I ) ] . "

CO-CHAIR THOMAS asked, "When you have put your cost recovery  out 
to  b id , do you get more fo r  your b id  fo r  your f is h  than the  
common p ro p e rty  fisherm en g e t, or so they get more?'

MR. FANDREI responded th a t on the  average, [CIAA) u s u a lly  gets  
less because:

In  Cook In le t ,  our cost recovery  programs a re  s e t up 
where we a re  the la s t  ones in  l in e .  In  o th e r words, 
th e  commercial f is h e ry  goes f i r s t  and i f  th e re 's  
a n y th in g  l e f t  . . . ,  w e 're  a llow ed  to cost recover those  
f is h  and we d o n 't r e a l ly  have p re d e fin e d  s e t of goals  
fo r  some o f them. So on the average we probably  do a 
l i t t l e  b i t  less than the f l e e t  because our f is h  tend
to  be a l i t t l e  b i t  more m atu re ,"

8 :5 3 :3 6  AM

CO-CHAIR THOMAS asked what f is h  (CIAA) produces.

MK. FANDREI re p lie d  th a t they produce sockeye fo r  commercial
hat vest and coho fo r s p o rt h a rv e s t.

RF.PRESENTATIVE WILSON p o in ted  out th a t S ec tio n  2 of the b i l l
r e la t in g  to the cost re c o v e rie s , and s ta te d , " I t  d e f in i t e ly  is 
p erm is s iv e . I th in k  I  see the word more than f iv e  tim e s ."

8 :6 4 :23  AM

CO-CHAIR THOMAS asked who formed CIAA.
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MR, FANDREI answered th a t  i t  was formed by the commercial 
f is h in g  in d u s try . He s ta te d , "Our go 1 is  to  produce f is h  fo r  
the common p ro p e rty  fisherm en. We d o n 't  n e c e s s a r ily  recogn ize
any p a r t ic u la r  user group in  e s ta b lis h in g  th a t  g o a l. But the  
r e a l i t y  o f i t  is  [ th a t ]  our income comes from the commercial 
f is h in g  in d u s t r y ."

CO-CHAIR THOMAS asked why [CIAA] would have problems w ith  g iv in g  
more f is h  to  the common p ro p e rty  f is h e ry  i f  [CIAA] was the
o r ig in a l ly  s ta r te d  by fisherm en.

MR. FANDREI re p lie d , "That is  our goal whenever w e 're  t ry in g  to  
do a common p ro p e rty  f is h e ry ;  . . .  to  t r y  to  get the best p r ic e  
we can fo r  our f is h  so th a t  we can g e t the  g re a te s t number of
f is h  back in to  the  common p ro p e rty  hands."

8 :5 5 :4 4 AM

JASON WELLS, E xecu tive  D ire c to r , Valdez F is h e r ie s  Development
A sso c ia tio n  (VFDA) ,  s ta te d  th a t he was re p re s e n tin g  Valdez
H atchery. Regarding the fin d in g s  in  S e c tio n  1 o f the b i l l ,  he
sa id :

I  f e e l  th a t  these f in d in g s  a re  in a c c u ra te  and s e t a 
bad precedent fo r  the PNP h a tch ery  system. Valdez  
F is h e r ie s  Development conducted preseason sa les  
agreements w ith  two strong  buyers w ith  whom we have 
developed strong tra c k  reco rd s . In  the past 11 yea rs , 
d e s p ite  tne bad p r ic in g , w e've managed to  save $10 
m il l io n  or 86 m i l l io n  pounds o f p in k  salmon by s e l l in g  
our cost recovery  above th e  grounds p r ic e .  The 
aforem entioned savings have been re tu rn e d  to  the  
common p ro p e rty  f is h e ry  v ia  t h e i r  c a tc h . As you can 
see th e re  is  a s ig n if ic a n t  economic in te r e s t  in  the  
h a tc h e ry  conducting i t s  own cost reco very  and 
conducting d ir e c t  sa les  The hatch ery  preseason sa les  
c o n tra c ts  a re  the la s t  v e s tig e  o f c o m p e titio n  between 
processors to  purchase Alaska salmon, The fisherm en  
no longer have v ia b le  o rg a n iz a tio n s  to  put upward 
pressu re  on grounds p r ic e . My m ajor problem w ith  th is
le g is la t io n  is  the  issue o f whether i t  is  v o lu n ta ry  on 
the  p a r t  o f ha tch ery  o p era to rs  or w hether i t  w i l l  
morph in to  a mandatory program. Our c o rp o ra tio n , 
through the Board of D ire c to rs , is  o b lig a te d  to  the  
S ta te  o f A laska fo r  loan  repaym ent. W e're o b lig a te d  
to  our personnel, p ro p e r t ie s , and to  s e v e ra l sm all 
businesses . These o b lig a t io n s  have been made under a 
s e t o f assumptions, . . .  th a t  we remain in  c o n tro l of 
our revenue stream . I f  th is  le g is la t io n  h inders  our 
a b i l i t y  to  perform  our f id u c ia ry  r e s p o n s ib i l i ty ,  i t  
needs to  have a f is c a l  note a tta c h e d . The Board o f 
D ire c to rs  of a p r iv a te ,  n o n p ro fit  h a tch ery  c o rp o ra tio n  
must be a llow ed  to  choose . . .  to  use th is  le g is la t io n
o r n o t. F u rth e r, i f  a PNP e le c ts  to in v e s t ig a te  a
common p ro p e rty  f is h e ry  fo r  cost recovery  and i t  
cannot n e g o tia te  agreement s u ita b le  to  the  
c o rp o ra t io n 's  f in a n c ia l  r e s p o n s ib i l i t ie s ,  th e re  must 
be a back-out mechanism.

8 :5 8 :4 5  AM

h ttp : / /w w w .le g is .s la tc .a k . u s /b a s is /g c t_ s in g lc _ m in u tc .a s p ? s c s s io n = 2 4 & b e g _ lin e = 0 0 2 5 7 & c n d . I in c = 0 0 8 3 2 & t i. . .  4 /4 /2 0 0 6

http://www.legis.slatc.ak


V

H o u se  F IS H E R IE S  M in u te  24  L e g is la tu re  Page 5 o f  10

MR. W2LLS con tinued :

I f  the b i l l  remains v o lu n ta ry  to PNP h a tch ery  p erm it 
h o ld e rs , th e re  a re  s t i l l  s e v e ra l problems w ith  HB 218.
The f i r s t  is  th a t  the  [A laska Department o f P u b lic  
S a fe ty ] must be committed to  f is h  h o ld  in sp ectio n s  and 
to  show up fo r  each and every  common p ro p e rty  f is h e ry  
in  the s p e c ia l h arves t a re a . Our experience is  th a t  
f is h e r ie s  [ in d is c . ]  a re  not h igh  on the [d ep artm en t's ]  
p r i o r i t y  l i s t .  Secondly, [re g a rd in g ] page 2, l in e s  
16-18 : not a l l  buyers o r processors pay fo r  the f is h  
upon which they w r ite  f is h  t ic k e t s .  How w i l l  the  
s ta te  ensure th a t  the  h a tch ery  gets p a id  fo r  i t s  f is h ,  
and in  what tim e frame w i l l  those payments be made? 
T h ird , th is  le g is la t io n  re q u ire s  the [A laska  
Department o f Revenue] to  s e t a ra te  o f h arves t p r io r  
to  the season. . . .  Our experience is  th a t  th e re  a re  
too many v a r ia b le s  such as: f is h  s iz e ,  grounds p r ic e ,
e x p lo ita t io n  ra te s  o f the common p ro p e rty  f is h e ry , and 
ocean s u rv iv a ls  to  make accu ra te  preseason estim ates  
o f h a rv e s t. The problem  has re s u lte d  in  VFDA managing 
co st reco very  towards a d o l la r  g o a l, not a poundage 
go al or an e x p lo ita t io n  r a te .  We have been doing th is  
s in ce  1988 w ith  good success. I  doubt the  Department 
o f Revenue w i l l  be b e t te r  t  p re d ic t in g  salmon re tu rn s  
than |th e  A laska Departmen o f F ish  & Game (ADF&G)], 
who've thrown t h e ir  hands up and no longer make run  
p re d ic t io n s  on h a tch ery  s to cks . F in a l ly ,  th is
le g is la t io n  l im i t s  the assessment ra te  to  40 p ercen t 
o f the run. What mechanism is  in  p lace  to  ensure th a t  
the  hatchery  continues to  o p era te  should we have a run 
f a i lu r e  and a l l  o f the  re tu rn  is  needed to  cover 
h a tch ery  o p era tio n s  expenses?

9 : 0 1 : 0 2  AM

MR. WELLS continued:

House B i l l  218 is  a p iece  o f le g is la t io n  w ith  many 
p o s s ib le  un intended consequences. Th is  le g is la t io n  
re q u ire s  c o n s u lta tio n  w ith  PNP opera to rs  b e fo re  i t  is  
rushed through. I  th in k  the in te n t  o f HB 218 would be 
b e t te r  handled in  the p r iv a te  n o n p ro fit  boardroom by 
the  fisherm en.

CO-CHAIR LEDOUX recommended th a t Mr. W ells  submit h is  testim ony  
in  w r it te n  form as w e ll .

9 :01:33  AM

MIKE ROUND, A s s is ta n t G eneral Manager, Southern Southeast
Regional A quacu ltu re  A s s o c ia tio n , In c . (SSRAA), commented th a t  
SSRAA is  not opposed to  the b i l l  but in s te a d  views i t  as one of 
many o p tio n s  th a t the  hatch ery  o p erato rs  could  use. He s ta te d :

We do not a t th is  tim e [w is h ] , and a re  not l i k e ly  in  
the  fu tu re , to  change th e  way we do business and cost 
reco very , and ale found . . .  th a t  we can m in im ize our 
cost reco very  by m axim izing the  v a lu e  o f our f is h .
One o f the th in g s  [SSRAA] does is  . . .  make sure th a t
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those f is h  do not compete w ith  th e  fis h e rm e n ’ s f is h  a t  
the dock. We r e ta in  those f is h  and s e l l  them in to  th e  
m arket w e ll  beyond the lo c a l p rocessor p o in t so th a t  
i t  does : ot compete w ith  the commercial fish erm en 's
catch  a t  the dock, as i t  has ve ry  l i t t l e  e f f e c t ,  i f
any, on the  f lu c tu a t io n  o f the p r ic e  to  the fis l.c rin en .
We see th is  as . . .  an o th er o p tio n  th a t  the h a tc h e rie s  
. . .  not o n ly  may e le c t  to  choose but should a ls o  be 
a b le  to  choose to  drop i t  a t  any p o in t  where i t  does 
not any lo n g er make sense. . . .  Some o f the aspects o f
the b i l l  seem to  make i t  sound as i f  any tim e you have
a s p e c ia l h a rves t area  open to  the  common p ro p e rty  
f is h e r y , th a t a l l  gear h o ld ers  may a tte n d  th a t  
f is h e r y ,

9 :0 3 :5 6  AM

CO-CHAIR THOMAS asked who formed SSRAA.

MR. ROUND r e p lie d  th a t  the  commercial f is h in g  in d u s try  formed 
SSRAA, and 13 o f the 21 board members are  commercial fisherm en .

CO-CHAIR asked i f  th e  goal o f SSRAA is  to  p ro v id e  mere f is h  fo r  
the common p ro p e rty  fisherm en.

MR. ROUND responded a f f i r m a t iv e ly .  He s ta te d  th a t  th e  u lt im a te  
goal is  th a t  75 p e rc e n t o f p ro d u c tio n  would go to  common 
p ro p e rty  f is h e ry  and 25 p ercen t would be fo r  cost recovery  
o p e ra tio n s . He noted , "However, th a t  a ls o  assumes th a t a l l  
th ings b e ing  eq u a l, our debts a re  p a id  down, [and) we have our 
reserves f u l l y  funded. There a re  a lo t  o f o th e r c o n s id e ra tio n s , 
but th a t  is  our u lt im a te  g o a l."

CO-CHAIR THOMAS asked what the a c tu a l percentages a re .

MR. ROUND answered th a t the number f lu c tu a te s  each y e a r, but 
r ig h t  now i t  is  about 60 p ercen t to common p ro p e rty  f is h e r y  and 
40 percen t to  the  h a tc h e ry .

CO-CHAIR THOMAS asked, " I  understood . . .  K etch ikan  was doing a l l  
cost reco very  in  the  area where you could  have had r o ta t io n  o f 
f is h e ry , and th a t w asn 't o c c u rrin g  because o f your d e b t. Was 
th a t c o rre c t? "

MR. ROUND r e p lie d  th a t  SSRAA has debts th a t  i t  has p a id  down. 
He remarked:

Paying the  b i l l s  is  c e r ta in ly  . . .  the m ajor fa c to r  in  
cost reco very  o p e ra tio n s . . . .  When we d id  get a loan  
from the s u s ta in a b le  salmon fund, we used th a t money 
. . .  to  buy tim e in  the  common p ro p e rty  f is h e ry  in  the  
s p e c ia l h a rv e s t a .e a  to  do gear r o ta t io n .  We do t r y  
to  get the b e n e f its  o f h a tch ery  p ro d u ctio n  back to  the  
fisherm en as we a re  a b le , depending upon our economic 
c ircu m stan ce s .

9 : 06.: 4 7 AM

CO-CHAIR THOMAS commented:

When you went in to  . . .  m ajor co st reco very  th e re , you
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s h if te d  the g i l l  net f le e t  from K etchikan to  Taku and 
to  Haines and to  S itk a , and a c tu a l ly  took my earn ings  
w h ile  you f i l l e d  your c o ffe rs  . . .  to  pay o f f  your 
d eb t, and l e f t  me hanging out here w ith  an e x tra  100- 
150 boats or more because they were d is p la c e d .. . .

MR. ROUND re p lie d :

In  the past we have rece ive d  as much as $1 .5  m i l l io n  
to  $2 m il l io n  on the  enhancement ta x , and . . .  even 
though the enhancement tax  we re c e iv e  is  c o n s id erab ly  
reduced, I  th in k  th is  y e a r 's  was around [$ 3 0 0 ,0 0 0 ].
The b e n e f it  to  the fisherm en is  s t i l l  about th re e  to  
one: th re e  tim es the amount o f f is h  [ t v a t] hav^ been 
caught [compared w ith ] the va lu e  of what he p. ys in  
enhancement ta x . We would l ik e  to  do b e t te r ,
c e r ta in ly ,  but i t  s t i l l  is  p ro v id in g  a good b e n e f it  to  
the commercial fisherm en.

9 :0 8:23 AM

CO-CHAIR THOMAS asked why processors pay SSRAA more fo r  f is h  
than they pay (fis h e rm e n ].

MR. ROUND re p lie d :

We do not s e l l  our f is h  to  the  lo c a l p rccessors , 
p e r io d . We r e t a in  our cost recovery  f is h  and s e l l  
them in to  the w orld  market a t  a p o in t beyond the  . . .  
processors a t th e  lo c a l docks. . . .  We go through the  
processing o f th e  f is h , fre e z e  the f is h ,  r e ta in  the  
f is h , and s e l l  them through a b ro ker. We do not s e l l  
our f is h  lo c a l ly  to  the processors unless we have a 
run above and beyond our means to  dea l w ith  a t  the  
cost recovery s i t e ,  in  which case i t  goes out fo r  a 
second p lace  process ing , and they would b id  on the  
f is h  a t  th a t  p o in t , but th a t h a s n 't  occurred  in  a few 
y e a r s . . . .  We u s u a lly  do net re c e iv e  a h igher p r ic e  in  
th a t  case. There m ight be exceptions to  th a t ,  but fo r  
the most p a r t ,  our o p era tio n s  and co st recovery are  
done in-house and processed and so ld  in to  the market 
w e ll above the p o in t o f the lo c a l processors and the  
dockside p r ic e .

9 :1 0:31 AM

DEBORAH LYONS, S e c re ta ry /T re a s u re r , N orthern  Southeast R egional 
A quaculture A sso c ia tio n  (NSRAA) commented th a t the NRSAA board  
had ju s t  looked a t HB 218 yes te rd ay  and h a d n 't y e t com ple te ly  
eva lu a ted  i t .  She s ta te d  th a t she concurred w ith  many of the  
statem ents made by the re p re s e n ta tiv e s  of o th e r  aq u acu ltu re  and 
PNP h a tc h e r ie s . The b i l l  is  so com plicated  th a t  she r e a l ly  
w asn 't sure what i t  meant, she opined. She s ta te d  th a t  she was 
concerned by the fin d in g s  in  S ectio n  1 of the b i l l ,  and 
exp la in ed :

Our aq u acu ltu re  a s s o c ia tio n  is  s o r t  o f l ik e  the s ta te  
in  th a t ,  i f  we could  run e v e ry th in g  o f f  of taxes o f f  
o f a resources, l ik e  the  s ta te  runs o f f  of taxes o f f  
of o i l ,  i f  we could ju s t  e x is t  s o le ly  on the  
enhancement tax  th a t fisherm en make, i t  would be
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g re a t;  we w o u ld n 't have to  do any cost recovery . But 
you know th a t ta x  values f lu c tu a te  w ith  the va lue of 
your commodity resource, and we c o u ld n 't  b u ild  an 
o p e ra tio n s  budget and m a in ta in  i t  s o le ly  on those tax  
revenues, so th e re  arose the need fo r  the cost 
reco very  f is h e r ie s .  . . .  I  th in k  th is  le g is la t io n  grew 
out o f some d is s a t is fa c t io n  out o f a c e r ta in  f is h e ry ,  
and t h a t 's  the Hidden F a lls  se in e  f is h e ry . And I  
th in k  fisherm en should be maybe a l i t t l e  more p a t ie n t .

MS. LYONS continued:

Chum salmon a r e n 't  v e ry  v a lu a b le  compared to  chinook  
and coho, and . . .  we have to  take  a la rg e  number of 
chum salmon to  meet the cost recovery  needs to  balance  
the budget. But th is  year a g re a t development is  
seeing  our coho and chinook programs come on l in e ,  and 
the v a lu e  o f those f is h  as they e n te r  in to  cost 
re c o v e ry . Th is  year the t o t a l  cost recovery , 25 
p e rc e n t o f th a t  v a lu e , came from the coho and chinook 
program s. And as those mature th e re  w i l l  be less chum 
salmon th a t need to  be taken . And Hidden F a lls  se ine  
fisherm en  have been b e fo re  our board w ith  th re e  
d i f f e r e n t  p roposals  to  change the way cost recovery is  
done in  th a t p a r t ic u la r  f is h e r y .  I  b e lie v e  th is  
l e g is la t io n  is  d ire c te d  towards NSRAA because o f the  
language about the  d e b t. And I  th in k  y o u 're  wading 

in to  a l i t t l e  b i t  o f a f is h  f ig h t .  And I 'v e  seen a 
few o f them, having served on the Board of F is h e rie s  

and the P a c if ic  Salmon Commission.

9 :1 4 :0 1  AM

CO-CHAIR THOMAS asked Ms, Lyons i f  she is  a fisherm an.

MS. LYONS re p lie d  th a t  she fis h e d  fo r  many years w ith  her 
husband, and c u r r e n t ly  she works as a crewmember on a 
t r o l l e r / l o n g l in e r .

CO-CHAIR THOMAS remarked th a t to  him, chum f is h  is  money f is h  
even when th e  p r ic e  is  low; i t ' s  r e a l ly  m atte r of the volume of 
chums th a t one ca tch es . He asked i f  NSRAA has a reserve  
account, and i f  so, how much i t  is .

MS. LYONS r e p lie d  th a t  the NSRAA board se t a goal o f re s e rv in g  
$4 m i l l io n  fo r  o p e ra tio n a l reserv e  to  cover a l l  costs of 
o p e ra tio n  j.f th e re  was a c a ta s tro p h ic  f a i lu r e .  She s a id , " In  
e s ta b lis h in g  reserve  accounts, we fe e l l i k e  we a re  p ro te c tin g  
the o rg a n iz a tio n  and th e  in te re s ts  of the commercial fisherm en  
by being f i s c a l l y  resp o n s ib le  in  th a t w a y .” She noted th a t  
c u r re n t ly  NSRAA has about $3.2  m il l io n  in  the o p e ra tio n a l 
re s e rv e . She added th a t a f in a n c ia l  ad v iso r advised NSRAA to  
a lso  save fo r  c a p ita l  p ro je c ts ;  th e re  is  $1 m il l io n  in  a c a p ita l  
replacem ent fund, but i t  was advised  th a t the fund be much 
la rg e r . She noted th a t NSRAA a lso  has a sch o la rsh ip  account o f 
about $ 100 ,0 00 .

MS. LYONS noted th a t  she d id n ’ t  mean to  deva lu a te  any f is h e ry ;  
she meant to  dem onstrate the com parative values o f the f is h ,  and 
"as we a re  a b le  to  s e l l  more o f these coho and chinook th a t a re  
coming on l in e ,  more o f the chums w i l l  be a v a ila b le  in  the
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common p ro p e rty  fo r  the fish erm en ."

9 : 1 7 : 3 0 AM

CO-CHAIR THOMAS requested  th a t a l l  o f the h a tc h e rie s  send to  him 
a l i s t  o f t h e i r  cost recovery  re c e ip ts .  He remarked, " I  want to  
see i f  y o u 're  r e a l ly  th e re  fo r  the  fisherm en or [what] y o u 're  
th e re  f o r . "  He r e i t e r a te d  h is  concern th a t  cost reco very  f is h  
p ric e s  a re  h ig h er than o rices  fo r  o th e r  f is h e r ie s .

9 : 1 8 : 2 6  AM

ROB ZUANICH, E xecu tive  D ire c to r , A laska Seine Boat Owners 
A s s o c ia tio n , commented:

In  essence what th is  b i l l  does is  th a t  when a hatchery  
p e rm it h o ld e r deems i t  a p p ro p r ia te  . . . .  revenue 
h e re to fo re  generated  in  cost recovery  f is h e r ie s  could  
be s u b s titu te d  by an assessment on salmon landed in  
s p e c if ie d  reg ions s e t by the h a tch ery  o p e ra to r . . . .
There may be w ordsm ithing th a t  needs to  get everyone 
on the same page. But a t  the  end o f the day, th is  
le g is la t io n  as i t  s i t s  has the a p p ro p r ia te  checks and 
balances fo r  the  h a tc h e rie s  to  s a t is fy  t h e i r  f id u c ia ry  
o b lig a t io n s  and c h a rt a b e t te r  course fo r  A la s k a 's  
commercial fisherm en .

MR. ZUANICH, in  response to  C o-C hair Thomas, commented th a t  
Alaska Seine Boat Owners is  about 70 p ercen t se ine  f l e e t ,  about 
10-15 p ercen t lo n g lin e rs , and the re s t  are  "m isce llan eo u s ."

CO-CHAIP THOMAS noted th a t th e re  is  no cost recovery  f is h e ry  fo r  
lo n g lin e r s .

9 : 2 1 : 0 1  AM

BOB THORSTENSON, E xecu tive  D ire c to r ,  Southeast Alaska Seiners  
A s s o c ia tio n , t e s t i f i e d  th a t  h is  a s s o c ia tio n  s tro n g ly  supports HB 
218. He noted th a t i t  is  not the in te n t  o f the  b i l l  to  fo rc e  
h a tc h e rie s  to  do a n y th in g . He commented, " I  th in k  th is  is  going  
to  be a ve ry  p ro g re s s iv e  p ie c e  o f le g is la t io n .  . . .  The
enforcem ent concerns th a t  I 'v e  heard, I  b e lie v e , are  going to  be
very  e a s i ly  addressed."

9 :23 :47_ AM

CO-CHAIR THOMAS requested th a t anyone in te re s te d  in  h e lp in g  to  
re f in e  HB 218 c a l l  h is  s t a f f .

REPRESENTATIVE WILSON asked fo r fu r th e r  c l a r i f i c a t io n  on 
language in  the b i l l  reg ard in g  debt.

CO-CHAIR THOMAS p o in te d  out th a t  th is  was l is t e d  in the fin d in g s  
s ec tio n  on page 1, l in e s  8 9 :

when a l l  f is h e r ie s  enhancement loan  o b lig a t io n s
in c u rre d  fo r  a h a tc h e ry  f a c i l i t y  have been re p a id .

CO-CHAIR THOMAS continued:

I t  is  my understanding  th a t NSRAA is  one o f the few
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h a tc h e rie s  th a t have p ro b ab ly  z e ro -d e b t, and so t h " t 's  
why I'm  wondering why th e y 're  concerned acout 
enhancement d eb t, un less th e y 're  lo o k in g  to  o b lig a te  
the fisherm en to  b u ild  another h a tch ery  or something.
But r ig h t  now, as f a r  as I  know, they are  p r e t ty  much 
d e b t- f re e .

REPRESENTATIVE WILSON asked what happens a f t e r  the debt is  pa id

CO-CHAIR THOMAS re p lie d , " T y p ic a lly  I  th in k  when they hava cost
recovery f is h e ry , i t ' s  to  b u ild  the reserves  fo r  the next year  
or to  pay fo r  the debt fo r  th a t  ye a r. . . .  S evera l o th e i 
h a tc h e rie s  I  know, t h e i r  debt is  so huge th a t  they need to  take  
every f is h  they can ."  He remarked th a t when h a tc h e rie s  were
f i r s t  b u i l t  in  the 1980s, f is h  p r ic e s  were h igh , and so once the
p ric e s  dropped, i t  was d i f f i c u l t  to  pay back deb t.

CO-C.iAIR LEDOUX commented th a t she was curious  why some of the  
h a tc h e rie s  were s e l l in g  t h e i r  f is h  above the market p r ic e .  She 
sa id , "And then you had th a t problem in  B r is to l  Bay where the
cost recovery  system was r e a l ly  d r iv in g  the p ric e s  down."

CO-CHAIR THOMAS remarked th a t the on ly  reason he could th in k  of
fo r  why h a tc h e rie s  (were ab le  to  s e l l  t h e i r  f is h  a t a h igher  
cost] than the g i l ln e t t e r s  and the se in ers  was the tender f le e t  
co sts . He ex p la in e d , "[The h a tc h e rie s ] o n ly  have to  ^end one 
big  tender to  a cost reco very  area and haul out a m i l l io n
pounds, whereas when you serve a g i l l n e t  f is h e ry  you ’ l l  have as
many as fo u r tenders to  pack maybe 100,000 pounds a day or 
something, and th e y 're  ro ta t in g  back and fo r th .

9 :2 8 :21 AM

CO-CHAIR LEDOUX announced th a t HB 218 would be he ld  over.
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House FISHERIES Minute

Apr 15, 2005

HB 218-PRIVATE HATCHERY COST RECOVERY FISHERIES

CO-CHAIR THOMAS announced th a t  the next o rd er o f business would 
be HOUSE BILL NO. 218, "An Act r e la t in g  to  cost reco very  
f is h e r ie s  fo r  p r iv a te  n o n p ro fit  h a tch ery  f a c i l i t i e s . "

8 :5 0 :1 6  AM

REPRESENTATIVE ELKII : moved to  adopt the committee su t i t u t e  
fo r  HB 218, V ers ion  24-LS 0544 /Y , U term ohle, 4 /1 2 /0 5 . There  
being no o b je c t io n , V ers io n  Y was b e fo re  the com m ittee.

8 :5 1 :1 9  AM

IAN FISK, S ta f f  to  R e p re s e n ta tiv e  Thomas, p resen ted  the  
com m ittee s u b s t itu te  fo r  HB 218 on b e h a lf  o f R e p re s e n ta tiv e  
Thomas, sponsor. He p o in te d  out th a t the  f in d in g s  were changed 
to  read:

Tho A laska S ta te  L e g is la tu re  fin d s  th a t  A laska p r iv a te  
n o n p ro f it  se ion h a tc h e rie s  should maximize the  
h arves ts  o f re tu rn in g  hatchery -p roduced  salmon by 
commercial salmon f is h in g  p erm it h o ld e rs . The
le g is la tu r e  a ls o  f in d s  th a t  p r iv a te  n o n p ro fit  
h a tc h e rie s  should m in im ize , to  the g re a te s t e x te n t  
fe a s ib le ,  the d i r e c t  s a le  o f salmon h arvested  in  
s p e c ia l harves t a re a s .

MR. FISK e x p la in e d  th a t subsection  (e ) on page 3 has been 
reworded to  model o th e r  f is h in g  in d u s try  assessments such as the  
3 p ercen t salmon enhancement ta x . Th is  was because the a tto rn e y  
g e n e ra l's  o f f ic e  adv ised  th a t  the o r ig in a l  language, in  which 
the revenue from th e  assessment would be he ld  in  t r u s t ,  would 
not work; assessments a re  considered  revenue to  the s ta te  and 
th e re fo re  must be a p p ro p ria te d  by the le g is la tu r e .  He commented 
th a t  th is  w i l l  cause a d e la y  in  the  d is t r ib u t io n  of th e  funds.

8 :5 3 :2 7  AM

MR. FISK s ta te d  th a t l in e s  20 and 22 on page 2 and l in e  3 on 
page 3 had been changed such th a t  the  A laska Department o f
Revenue would no lo n g er be a b le  to  s e t the dates o f d is t r ib u t io n
to  the funds because the  funds have to  be a p p ro p ria te d  by the
le g is la tu r e .  A lso , l in e  22 on page 3 was a lte r e d  to  make the
v io la t io n  o f th is  b i l l  a C lass A f is h e r ie s  misdemeanor ra th e r
than a C lass A misdemeanor, and th e re fo re  the f in e  can be up to
$15 ,000 , and could re q u ire  f o r f e i t u r e  o f the vesse l and the
gear. Mr. F isk  emphasized th a t th e re  a re  no changes to  the
b i l l ' s  main language.

8 : 55:37 AM

REPRESENTATIVE WILSON asked i f  the h a tc h e rie s  w i11 be l i k e l y  to  
make any changes i f  the  language in  the b i l l  is  p e rm iss ive .

H
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MR. FISK re p lie d  th a t  i t  w o u ld n 't be a p p ro p ria te  fo r  the  
le g is la tu r e  to  re q u ire  these changes. He noted th a t  the  
h a tc h e rie s  each have d i f f e r e n t  c ircum stances, in c lu d in g  
d if f e r e n t  debts and d i f f e r e n t  types o f f is h ,  and th e re fo re  they  
s h o u ld n 't be fo rced  in to  o p e ra tin g  in  the same way. He 
commented th a t i t ' s  hard  to  guess how many o f the h a tc h e rie s  
w i l l  make these changes; i t ' s  up to  each h a tch ery  board to  
decide fo r  i t s e l f .

8 :5 7 :52  AM

REPRESENTATIVE WILSON asked i f  the h a tc h e rie s  a re  in  a p o s it io n
where th ey  can handle the d e lay  in  fund ing .

MR. FISK responded th a t th is  would depend on the fin an ces  o f  
each in d iv id u a l h a tch ery .

1:58:33 AM

CO-CHAIR THOMAS s ta te d , "The fisherm en s ta r te d  the h a tc h e r ie s ,  
the f is h  were fo r  them to  increase  t h e i r  p r o f i t a b i l i t y  and 
produce more common p ro p e rty  f is h .  H o p e fu lly  . . .  the  board o f  
d ire c to rs  have enough commercial fisherm en on t h e ir  board th a t
they can u t i l i z e  th is  [ b i l l ] .  And I  th in k  i t ' s  a good t o o l . . . . "

8 :5 9 :3 7 AM

BRUCE WALLACE noted th a t he is  on the  Southern Southeast 
Regional A quacu ltu re  A s s o c ia tio n  (SSRAA) board, and s a id  th a t  a t
th is  tim e he doubted SSPAA would support th is  b i l l .  However, he
commented th a t as long as the b i l l  is  p e rm iss ive , i t  is  good to  
have i t  a v a i la b le  as a to o l .

9 :0 1 :0 6  AM

PETER ESQUIP.O, Ger. a l Manager, N orthern  Southeast R egional 
A quaculture  (NSRAA), commented th a t he was g lad  the  fin d in g s  
were changed in  the CS fo r  HB 218. He e x p la in e d  th a t f in a n c in g  
a hatchery  o u ts id e  o f the p u b lic  s e c to r is  no sm all jo b ; p r iv a te  
o p era tio n  o f h a tc h e rie s  is  ve ry  ra re . He noted th a t 20 years  
ago when p r iv a te  n o n p ro fit  h a tc h e rie s  were a u th o riz e d , cost 
recovery  was id e n t i f ie d  by the le g is la tu r e  as the  mechanism most 
l i k e ly  to  succeed in  a llo w in g  fo r  p r iv a te  payment o f h a tch ery  
o p era tin g  co s ts . He continued:

For a number o f years  we have not been f u l l y  s a t is f ie d  
w ith  the way co st recovery  is  go ing . D esp ite  the fa c t  
th a t  we have been, in  th is  a s s o c ia tio n , f a i r l y
successfu l in  g e t t in g  70 p lus  p ercen t o f our re tu rn s
every  year to  th e  common p ro p e rty  f is h e r ie s .  . . .  We've 
always f e l t  th a t  th e r e ’ s some room fo r  improvement.
And wo co n tin u e  to  look fo r  those areas where we can 
improve th a t program. But . . .  in  a l l  the lo o k in g  th a t  
w e've done in  th e  past 15 years or so, we’ ve not found 
a replacem ent fo r  i t  th a t  does not re s u lt  in  a net 
loss in  va lue  to  the  commercial f is h e ry  r e s o u r c e . . . .  
C o n trib u tio n s  [ to  th is  cost recovery  program] a re  very  
d iv e rs e . . . .  We have s e v e ra l sources o f income; we 
have s e v e ra l species in  s e v e ra l lo c a tio n s  th a t feed  
in to  our t o t a l  cost reco very  p ro g ram .. . .
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9 : 0 5 : 2 9  AM

MR. ESQUIRO expressed a p p re c ia tio n  fo r  the perm issiveness o f the  
b i l l .  He a ls o  made some recommendations fo r  o th e r  p o s s ib le  
changes. He asked fo r  c la r i f i c a t io n  reg ard in g  the word "board" 
on page 2 , l in e  10, as i t  i s n ' t  c le a r  whether i t  is  r e fe r r in g  to  
the Board o f F is h e r ie s  or the  board o f d ire c to rs  o f the  
c o rp o ra tio n . He commented th a t the words, " re p re s e n ta tiv e s  o f 
a ffe c te d  commercial fisherm en" on page 3, l in e s  5 -6 , are  
redundant in  th a t  th e re  a re  15 commercial fisherm an on the NSRAA 
board o f d ire c to rs , which is  the h a tch ery  p erm it h o ld e r . (e 
recommended th a t the  word " f a c i l i t y "  on page 3, l in e  9 be 
changed to  "co rp o ra tio n " because the c o rp o ra tio n  is  the e n t i t y  
th a t has the f id u c ia r y  r e s p o n s ib i l i t ie s  to  f u l f i l l .

MR, ESQUIRO, reg ard in g  subsection  (e) on page 3, commented, " I  
know t h a t 's  modeled a f t e r  the language . . .  th a t  a u th o riz e s  the  
salmon enhancement ta x , and I  hope th a t we can con tinue  to  have 
the same k in d  o f re la t io n s h ip  th a t w e've had w ith  the  
le g is la tu r e  fo r  the la s t  . . .  twenty-some years w ith  resp ec t to  
a p p ro p r ia tin g  the  fu n d s ."  He then turned to  page 4, l in e s  1-4  
reg ard in g  the exem ption, he sa id :

In  some y e a rs , the salmon enhancement ta x , the 3 
p ercen t ta x  t h a t 's  generated  from the f is h  caught a t  
Hidden F a lls  h a tch ery  can be o n e -q u a rte r to  o n e -th ird  
o f our e n t ir e  enhancement ta x  in  a g iven  ye a r. So in  
the models th a t w e've worked w ith  to  determ ine whether 
or no t th is  is  a good th in g  fo r  fisherm en . . .  we d id  
not take  exempting th is  from the 3 p ercen t tax  in to  
c o n s id e ra tio n . So I  hope th a t you would reco n s id er  
th a t  exemption p a r t  th e re , because th a t is  re a l income 
th a t  we have coming in  to  us.

MR. ESQUIRO s ta te d  th a t NSRAA is  s t i l l  opposed to  HB 218. He
s a id , " I  d o n 't  th in k  th a t  th is  is  r e a l ly  e n fo rc e a b le , and in  the
mcdels th a t  I 'v e  looked a t ,  i d o n 't  know th a t th is  r e a l ly
produces th e  re s u lts  d es ired  by the commercial fish erm en ."

9 :10 :08  AM

STEVE REIFENSTUHL, O perations Manager, N orthern  Southeast 
Regional A quacu ltu re  A sso c ia tio n  (NSRAA), remarked th a t the  
fin d in g s  in  V ers io n  Y are  much b e t te r  th a t  the  o r ig in a l  
language. He s a id  th a t he has done an economic a n a ly s is  o f what 
i t  would mean i f  th is  b i l l  were implemented a t  Hidden F a lls  
h a tch ery . The conclusion  o f th is  a n a ly s is , he s a id , is  th a t  
th e re  would be a net n e g a tiv e  b e n e f it  to  the fisherm en w ith  th is  
tax  imposed a' the h a tc h e ry . He commented th a t on ly  under one 
or two scen ario s , w ith  no a d m in is tra t iv e  fees , no in crease  in  
enforcement monies, and w ith  a p r ic e  o f about 27 ce n ts , is  th e re  
any b e n e f it  to  common p ro p e rty  f is h e r ie s ;  a l l  o th e r cases, th e re
would be a n e g a tiv e  b e n e f it  and the fisherm en would a c tu a lly  
have less  money in  t h e i r  pockets a t the end o f the season than  
they d id  to  begin  w ith .

MR. REIFENSTUHL noted th a t he sent the NSRAA le t t e r  o f response 
to  HB 218 to  a l l  the re p re s e n ta tiv e s . He s a id :

Managing a f is h e ry  a t  one o f the hatchery  programs is  
a ve ry  d i f f i c u l t  and complex jo b . And to  do th a t we
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have to  co n s id er not o n ly  c o n tr ib u t io n  to  the common 
p ro p e rty  f is h e r ie s  but a ls o  our cost recovery  program  
and, more p a r t ic u la r ly ,  our brood s to c k . And i f  th is  
proposal were implemented a t Hidden F a l ls ,  we would 
s t i l l  p o t e n t ia l ly  have to  c lo se  down a midweek f is h e r y  
because o f brood stock concerns.

MR. REIFENSTUHL e xp la in ed  th a t in  many areas th e re  are  brood 
stock requirem ents o f over 100 ,000 f is h ,  which can be 5-10  
percent o f the re tu rn . He noted:

I t  takes a g re a t d ea l o f e f f o r t  to  have th a t  e n t ir e  
re tu rn  rep resen ted  in  the tim in g ; we c a n 't  ju s t  w a it  
u n t i l  the end o f the  re tu rn  to  take  brood s to ck , 
because th a t would skew th e  tim in g  on fu tu re  re tu rn s .
So we have to  manage th e  f is h e ry  from the very  
beginn ing  to  th e  end to  assure re p re s e n ta tio n  o f th a t  
brood s to ck .

9 : 1 4 : 1 5  AM

MR. REIFENSTUHL commented on the  exem ption l is t e d  on page 4 of
the b i l l ;  he s a id  th a t  he d id n 't  r e a l iz e  th a t  the  3 p e rcen t tax
w ou ld n 't be a p p lie d  to  the  f is h  h arvested  in  any one o f these
s p e c ia l h arves t a re a s . He s ta te d  th a t ,  fo r  example, i f  they  had
to have a 30 p ercen t ta x  on the Hidden F a lls  f is h e ry , th is  b i l l  
would re q u ire  th a t they change i t  to  a 33 p ercen t ta x  in  order  
to  g en era te  the revenue re q u ire d  fo r  o p e ra tio n s . He sa id  th a t  
the d e lay  in  revenue a p p ro p ria tio n s  would be a m ajor problem; 
most o rg a n iza tio n s  d o n 't  have the  funds, o r what funds th ey  do 
have are a lre a d y  a llo c a te d  fo r  c e r ta in  purposes.

9 : 1 5 : 4 5  AM

CO-CHAIR THOMAS asked Mr. R e ife n s tu h l what percentage o f the  
c o n tr ib u tio n s  to  the h a tch ery  come from sp o rt c h a r te r  f l e e t .

MR. REIFENSTUHL re p lie d  th a t th e  h a tch ery  does not get anyth ing  
on a re g u la r  basis  from e i th e r  the sp o rt f is h  d iv is io n  [o f 
ADF&G) or fro,u sport f is h  c h a r te r  o p e ra tio n s . He sa id  th a t  they  
o c c a s io n a lly  re c e iv e  a sm all sum of money from th e  lu c a l c h a rte r  
boat o rg a n iz a tio n s , but he noted th a t the  program is  worth  
hundreds o f thousands o f d o lla rs  to  the sp o rt f is h e r ie s .

CO-CHAIR THOMAS remarked th a t i t  is  a $20 m il l io n  in d u s try  to  
the sp o rt c h a rte r o p era to rs  in  ' i t k a .

9 :1 7 :5 2 AM

MIKE WELLS, Sales Manager, V aldez F is h e r ie s  Development 
A sso c ia tio n  (VFDA), t e s t i f i e d  in  o p p o s itio n  to  V ers ion  Y o f HB 
218. He sa id  th a t  he has se rio u s  concerns about subsection  (e) 
on page 3. He s a id :

T.it suggestion th a t  the assessed funds w i l l  go in to  
the g en era l fund and then the le g is la tu r e  may o r may 
not a p p ro p ria te  these funds back to  the hatchery  
o p e ra to r is  ju s t  not going to  work in  our o p in io n . 
T h e re ’ s ju s t  no guarantee  th a t  these funds would come 
back to  the  h a tc h e rie s  a f t e r  being su b jec ted  to  the  
l e g is la t iv e  process. H atchery o p e ra to rs , in c lu d in g
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VFDA, s im ply c a n 't  w a it to  pay expenses pending these  
a p p ro p ria tio n s  and w e 're  not sure what, i f  any, loans  
. . .  o r  funding would be a v a ila b le  in  reserves to  be 
ab le  to  c a rry  us over.

MR. WELLS p o in te d  out th a t  th e re  is  no f is c a l  note a tta c h e d  to
the b i l l  and no f in a n c ia l  a n a ly s is  has been completed on what
the impact o f HB 218 would have on the p r iv a te  h a tc h e rie s  o r on
the A laska Department o f Revenue, which holds the notes on most
of the h a tc h e r ie s .

9 :19 :39  AM

REPRESENTATIVE HARRIS s ta te d  th a t  the language in  subsection (e) 
on page 3 is  "more b o i le r p la te  than anyth ing  e ls e ."  He asked 
Co-C hair Thomas i f  he knew o f any language in  s ta tu te  th a t  i r  
p erm issive  in  th is  way. He a ls o  asked i f  th is  b i l l  would
develop a s itu a t io n  where a h a tch ery  would not know from year to  
year w hether or not t h e i r  cost recovery  money would be re tu rn ed  
to  them.

CO-CHAIR THOMAS r e p lie d  th a t  i t  is  h is  understanding th a t the  3 
percent salmon enhancement ta x  is  handled in  ^he same way.

REPRESENTATIVE HARRIS asked i f  anyone from the Alaska Department 
of Revenue was a v a i la b le  to  take qu estio n s .

MR. FISK answered th a t no one from th a t departm ent could make i t  
to  the m eeting.

9 :21 :42  AM

STEVE DAUGHERTY, A s s is ta n t A tto rn ey  G en era l, A laska Department 
of Law (DOL), s ta te d  that he is  very  happy w ith  the changes in  
the CS. He noted th a t DOL s t i l l  has a very  concerns w ith  
subsection (d) on page 3 and the broad d is c re t io n  th a t i t  g ives  
to  the  commissioner o f the A laska Department o f Revenue to se t  
an assessment anywhere between zero and 40 percent w ith o u t  
d e f in i t e  g u id e lin e s  and c r i t e r i a  fo r  imposing a se t le v e l .  He 
said  th a t  DOL does reco g n ize  th a t  th e re  are  c r i t e r i a  th e re  and 
th a t the b i l l  may be d e fe n s ib le , however DOL does b e lie v e  th a t  
i t  would be more d e fe n s ib le  i f  more e x p l ic i t  c r i t e r i a  fo r  
estab lishm ent of the fe e  a re  set fo r t ,  in  the b i l l .  He s ta te d :

We note th a t th e re  a re  no o th er s ta tu te s  th a t g ive  
such broad d is c re t io n  to  a departm ent to se t such a 
wide range of an assessment. Most o f the o th e r  
s ta tu te s  th a t  d ea l w ith  ‘ h is  s i tu a t io n ,  such as the  
salmon enhancement ta x , the d ive  f is h e ry  management 
assessment, and the  seafood m arketing assessment lay  
cut s p e c if ic  op tions th a t  the  departm ent can choose 
between, and in  some cases have a vote of (an) 
a s s o c ia tio n  to  determ ine which one is  going to  be 
imposed. We would be more com fortab le  w ith  language 
l i k e  th a t ,  but we do r e a l iz e  th a t w ith  the u n c e rta in ty  
and the  v a ria n c e  between the d i f f e r e n t  h a tc h e rie s , 
th a t  such a scheme might no t be fe a s ib le ,  because i t  
might re q u ire  40 o r more sep ara te  o p tio n s . And we are  
c o n tin u in g  to  work w ith  the sponsor o f the  b i l l  and we 
hope th a t we can develop some more d e f in i t e  c r i t e r i a  
fo r  th e  assessment in  fu tu re  vers io n s  o f the b i l l .
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9 : 2 4 : 2 0  AM
BRUCE WHITE, H atch ery  Program C o o rd in a to r, D iv is io n  o f  
Commercial F is h e r ie s , A laska Department o f F ish  & Game (ADF&G), 
s ta te d  th a t  ADF&G has some concerns w ith  the le g is la t io n .  He 
s a id :

The departm ent , . .  does e x e rc is e  a u th o r ity  over the  
p r iv a te  n o n p ro fit  h a tc h e rie s  through th e ir  annual 
management p la n s . However the departm ent has not been 
in v o lv e d  in  th e  a c tu a l mechanics o f the cost reco very  
o p e ra tio n s  o f these h a tc h e r ie s . And th is  le g is la t io n  
would have the  departm ent e s ta b lis h  ru le s  and 
c o n d itio n s  govern ing  these common p ro p e rty  cost 
reco very  f is h e r ie s ,  and the departm ent would p r e fe r  
not to  become in v o lv e d  as a re fe re e  on an issue th a t  
is  b a s ic a l ly  between the fisherm en and the h a tch ery  
o p e ra to r .

MR. WHITE continued:

Second concern is  th is  le g is la t io n  has the [ADF&G] 
c o n s u ltin g  w ith  the Department o f Revenue in  
e s ta b lis h in g  th e  ra te  o f assessment to  be le v ie d  on 
the fisherm en . And we c u r re n t ly  do not know what 
in fo rm a tio n  o r e x p e r t is e  the [ADF&G] is  expected to  
p ro v id e  or i t s  r o le  in  th is  c o n s u lta t io n . And ag a in , 
h is t o r ic a l ly  the  [ADF&G] has not had a ro le  in  s e t t in g  
h atch ery  cost reco very  p o l ic ie s  or amounts, and would 
p re fe r  th a t  i t  to  co n tin u e  to  not have a r o l l  in  th a t  
p ro c e s s .

MR. WHITE commented:

The (ADF&G] is  concerned th a t the e a r ly  and la te  
p o rtio n s  o f th e  re tu rn s  to  the hatchery  cost recovery  
when the volumes o f f is h  a re  r e la t iv e ly  low may not be 
ad eq u a te ly  h a rv e s te d , e s p e c ia l ly  i f  o th er more 
a t t r a c t io n  o p p o rtu n it ie s  a re  a v a ila b le  to  the  
commercial fish erm en . So the (ADF&G] would want to  
ensure th a t th e  h a tch ery  had a backup h a rv e s te r  o r  
h a rv e s te rs  to c le a n  up any f is h  from the beg inn ing  or  
end o f th e  run t ?t may not be h arvested  in  the common 
p ro p e rty  f is h e ry .

MR. WHITE concluded:

The (ADF&G] understands th a t  th is  le g is la t io n  has been 
generated  because of some c o n f l ic ts  between * he 
h a tch ery  cost reco very  o p e ra tio n s  and o p p o r tu n i .e s  
fo r  common p ro p e rty  f is h e r ie s  on h a tch ery  s to cks . The 
{ADF&G] is  w i l l in g  to  work on s o lu tio n s  to  these  
problems when th ey  a re  brought to  our a t te n t io n .  And 
in  c lo s in g , the  [ADF&G] a p p re c ia te s  th a t th is  
le g is la t io n  is  v o lu n ta ry  and th e  hatchery  o p e ra to r has 
the o p tio n  to  u t i l i z e  common p ro p e rty  f is h e r ie s  fo r  
cost reco very . W e're a ls o  su p p o rtive  o f the e f fo r ts  
to b e n e f it  . . .  commercial fisherm en and h a tch ery  
o p e ra to rs , which we b e lie v e  th is  b i l l  a ttem pts to  do.
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9:28 :17  AM

BOB THORSTENSON, P re s id e n t, U n ited  Fishermen o f A laska (UFA); 
E xecutive D ire c to r , Southeast Alaska S e in ers  A s s o c ia tio n ,
t e s t i f i e d  ’ n support of MB 218, He s a id , " A ll w e 're  ask ing  fo r  
is  the a b i l i t y  to d iscuss w ith  the h a tch ery  and th e  h a tch ery
board a way to  have a d ir e c t  user fee  so th e  people  th a t
a c tu a lly  ca tch  the f is h  pay the fe e ."  He continued:

[Under th is  b i l l ,  A laska Department o f F isc  & Game's) 
ro le  w i l l  not chr.nge d ra m a tic a lly  a t a l l .  The f is h  
are  going to be caught during  the common p ro p e rty  
h a rv e s t, . . .  not in  a s p e c ia l cost recovery  f is h e r y  i f  
th is  le g is la t io n  were to  be passed; [ADF&G] a lre a d y  
manages th a t common p ro p e rty  f is h e r y .  . . .  The cost 
recovery  f is h e ry  is  going to  be taken in to  the common 
p ro p e rty  f is h e ry , so . . .  th is  is  not going to  be cost 
recovery  anymore i f  a h a tch ery  decides to  go down th is
course because cost reco very  w i l l  come out o f the
assessment in  th e  f is h e ry .

MR. THORSTENSON remarked th a t ADF&G has a ro le  in  the  3 p ercen t 
enhancement ta x  and he s a id , "W e're not asking  fo r  a g re a te r  
ro le  than th a t .  He co n tinued , "The [ADF&G] has to  make a guess 
or make an e s tim a te  o f how many f is h  a re  coming back. The 
[ADF&G] d o e s n 't have to  le v y  taxes , come up w ith  d i f f e r e n t  
revenue id eas ; [ADF&G] is  ju s t  going to  do the norm al, s im ple  
ro le  o f e s tim a tin g  how much f is h  a re  coming b ack ."  He opined  
th a t th e re  w i l l  always be fisherm en a v a i la b le  to  ca tch  the f is h ,  
and [th e re fo re  th e re  w i l l  be no need fo r  backup h a rv e s te rs ] ,

9 :31:53 AM

REPRESENTATIVE HARRIS commented th a t VFDA had expressed concern  
about how the h a tc h e ry  can be sure th a t  i t  w i l l  get fund ing  to  
operate th e  h a tch ery .

MR. THORSTENSON re p lie d  th a t  most d is t r ic t s  have some s o r t  of 
o v e rr id in g  enhancement tax  which then goes o n ly  to  the main 
reg io n a l aq u acu ltu re  a s s o c ia tio n s ; th e re fo re  some o: the
h a tch eries  do not c o l le c t  an enhancement ta x . For exam ple, in  
Southeast A laska the 3 percen t enhancement ta x  is  g iven  on ly  to  
NRSAA and SSRAA. He es tim ated  th a t NRSAA c o lle c ts  an average of 
between $700,000 to  $1 .2  m il l io n  (per y e a r ] ,  w h i'e  SSRAA 
c o lle c ts  about $350,000 to  $800 ,000 .

REPRESENTATIVE HARRIS asked i f  th a t money a u to m a tic a lly  goes 
back to  those h a tc h e r ie s .

MR. THORSTENSON answei d th a t  i t  is  h is  understanding  th a t i t  
takes 9-12 months fo r  the money to  come back to  the h a tc h e ry . 
He commented, "Some o f the hatchery  o p era to rs  a re  lo o k in g  a t  a 
p o te n t ia l problem w ith  th is  funding  because i t  w i l l  m ir ro r  th a t ,  
the same k in d  of c o l le c t io n  and i t  w i l l  be n in e  or tw e lve  months 
la te r  th a t  the funds w i l l  come b ack ."  He opined th a t because of 
th is  d e la y , th e re  m ight have to  be a much h ig h e r assessment the  
f i r s t  year so th a t  th e  h a tch ery  can be prepared fo r  the  d e la y . 
He po in ted  out th a t  in  cost recovery  the  h a tch ery  would get p a id  
w ith in  30 days o f s e l l in g  the  f is h .

9 :3 4: 4  8 AM
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REPRESENTATIVE HARRIS asked Mr. Thorstenson i f  he understood the
h a tc h e r ie s ' concerns about w a it in g  fo r  the le g is la tu r e  to
a p p ro p ria te  funds every  y e a r.

MR. THORSTENSON sa id  th a t hatch ery  boards have to ta k e  i t  on
f a i t h  th a t  they w i l l  g e t the funds they need.

9 :3 5 :39  AM

REPRESENTATIVE WILSON commented th a t she d o e s n 't understand the
process o f a l lo c a t in g  funds to  the h a tc h e r ie s . She asked i f  
th is  was p a r t  o f the budget d e lib e ra t io n s , and i f  th e  funding  
has ever been a d ju s te d  by the  le g is la tu r e .

MR. ESQUIRO e x p la in ed  th a t in  the beg inn ing  a l l  the re g io n a l 
aq u acu ltu res  gave in fo rm a tio n  to  the le g is la tu r e  reg ard in g  what 
they would need to  g e t t h e i r  programs s ta r te d ;  i t  was forw ard  
funded by a p p ro p r ia t io n  by the le g is la tu r e .  From th a t p o in t on, 
what the h a tc h e rie s  get in  any g iven y e a r is  based on the  
previous y e a r 's  c o l le c t io n ,  and th e re fo re  th e re  is  no d e lay  in  
re c e ip t  o f funds. He s a id , " I f  we were to  s ta r t  th is  program  
ju s t  the same way th a t  the 3 percen t enhancement program was 
s ta r te d  way back when, . . .  th e re  should be an a p p ro p r ia tio n  
equal to  what the  p ro je c te d  costs of o p e ra tin g  would be fo r  next 
y e a r ."  He noted th a t in  27 yea rs , a l l  the money th a t was ever 
c o lle c te d  through the enhancement program was a p p ro p ria te d  back 
to  the h a tc h e r ie s ,

9 :38 :33  AM

McKIE CAMPBELL, Commissioner, Alaska Department of F ish  & Game 
(ADF&G), o ffe re d  to  answer questions and noted th a t  o th e r  
members o f h is  s t a f f  were a ls o  a v a i la b le .

REPRESENTATIVE HARRIS asked i f  the language in  the b i l l  is  
s im ila r  to  language in  o th e r b i l l s  fo r  fund ing  h a tc h e r ie s .

COMMISSIONER CAMPBELL re p lie d  th a t he d id  not know the answer 
but would f in d  out and get back to  R ep resen ta tive  H a r r is .

9 :4 0 :16 AM

CO-CHAIR THOMAS, a f t e r  a s c e r ta in in g  th a t no one e ls e  wished to  
t e s t i f y ,  c losed  p u b lic  testim ony on HB 218.

9 : 4j3j 2 5_ AM

CO-CHAIR THOMAS commented th a t the Alaska Department o f Revenue 
to ld  him th a t  the le g is la tu r e  can choose to  a l lo c a te  some of the  
enhancement tax money to  Douglas Is la n d  Pink and Chum, In c . 
(D IPAC ).

REPRESENTATIVE WILSON asked why DIPAC d o e s n 't u s u a lly  y e t any of 
the enhancement tax  money.

CO-CHAIR THOMAS r e p lie d  th a t th is  was because DIPAC is  a p r iv a te  
n o n p ro fit  h a tch ery  and not a re g io n a l a q u a c u ltu re . He exp la in e d  
th a t the  re g io n a l aq u acu ltu res  a re  owned by fisherm en, w h ile  the  
others  are  n o t.

h ttp : / /w w w .le g is .s ta tc .a k .u s /b a s is /g e t_ s in g lc _ m im itc .a s p ? s c s s io n = 2 4 & b e g jin e ~ 0 0 2 2 5 & c n d _ lin e = 0 0 7 2 1 & ti... 4 /4 /2 0 0 6

http://www.legis.statc.ak.us/basis/get_singlc_mimitc.asp?scssion=24&begjine~00225&cnd_line=00721&ti


H ouse  F IS H E R IE S  M in u te  2 4  L e g is la tu re Page 9 o f 9

9 :4 2 :1 3  AM

REPRESENTATIVE ELKINS moved to  re p o rt th e  committee s u b s t itu te  
fo r  HB 218, V ers ion  24-LS0544\Y , U term ohle, 4 /1 2 /0 5 , out o f 
committee w ith  in d iv id u a l recommendations and the accompanying 
zero  f i s c a l  no tes .

REPRESENTATIVE HARRIS o b jec ted  fo r  d iscu ss io n  purposes. He 
commented th a t  he w i l l  research  the  issues and d ea l w ith  h is  
concerns when the b i l l  is  heard by the House Resources Standing  
Com m ittee. He then removed h is  o b je c t io n .

9 : 4 3 : 1 1  AM

There be ing  no o b je c t io n , CSHB 2 1 8 (FSH) was re p o rte d  from the  
House S p e c ia l Committee on F is h e r ie s .

Bill Root: | Display Bill Root |
To Report Problems w ith Basis Inquiry 

L ive K T O O Streams A  

Return to Basis Main M enu (24 L egislature) 
Return to Legislature Home Page
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1 Page 2, line 7, following "area":

2 Insert "The board o f each hatchery that is a hatchery permit holder may act under this

3 subsection only if  at least two-thirds o f the full membership o f the board

4 ( 1) votes to submit a request under this subsection; and

5 (2) after an opportunity to review the proposed regulation, votes to

6 approve participation in a harvest of surplus salmon under this subsection; this vote

7 may not occur before the first anniversary o f the vole authorizing the action described

8 in ( 1) o f this subsection.

9 (c I-

10

11 Reletler the follow ing subsections accordingly.

12

13 Page 2, line 13, following "area.":

14 Insert "Each participating hatchery pennit holder must make a one-year commitment

15 to operate under this subsection in a terminal harvest area and, at the end o f that year, may opt

16 out o f the plan."

17

18 Page 2, line 19:

19 Delete "(d)"

20 Insert "(e)"

21

22 Page 3, line 17, following "(b)":

23 Insert "or(c)"

A M E N D M E N T

O F F E R E D  I N  T H E  S E N A T E  B Y  S E N A T O R  S T E D M A N

T O : S C S  C S H B  2 1 8 (R E S ) , D r a f t  V e rs io n  " W "

L 1-
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3
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1
2 Page 3, line 19:

Delete "(c)" 

Insert "(d)"
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Ian Fisk

From: John Barry [pillarbay@acsalaska.net] 

Sent: Tuesday, April 04, 2006 6:15 PM 

To: Ian Fisk

Cc: AKWAPSC@aol.com

Senate Resources Chairman Thomas Wagoner
A pril 4, 2006

Alaska State Senate 
State Capitol Building  
Juneau. A K  99801-1182

Dear Chairman Wagoner,

My name is John Barry and I own and operate the fishing vessel Pillar Bay. I live in Sitka and seine in 
Southeast. I have also been on the SEAS board for the last six years. I am writing this letter in support 
of HB218. I have fished cost recovery f or N S R A A  in the past, and was pan o f the group o f I hddcn 
Falls cost recovery boats m 2005. I hope to perform cost recovery for N S R A A  in the future, and I 
would never support anything I believed detrimental to N S R A A . The success of N S R A A  is crucial to 
any profitable seine operation, I do not know if the blueprint in this bill w ill ever lit most hatchery 
areas, but I do believe it provides an additional tool that may in the future lit at Hidden Falls. 1 do not 
believe there is any intent to fo.ee anything on any hatchery, and I believe we must continue to fund our 
hatcheries for maximum sustainable yield. I sec this bill as nothing more than an additional tool that 
hatcheries may or may not choose to use to fund their operations.

Respectfully,

John Barry

4/4/2000

mailto:pillarbay@acsalaska.net
mailto:AKWAPSC@aol.com


Cordova District Fishermen United
• P.O. Box 939 

Cordova, Alaska 99574 
(907) 424-3447 FAX (907) 424-3430

February 22, 2006

Representative Bill Thomas
State Capitol, Room 428
Juneau, Alaska 99801-1182 • .

RE: _ Support HB 2 f8 “An Act relating to cost recovery fisheries for private nonprofit 
hatchery facilities” •

Dear Representative Thomas, - '

Cordova District Fishermen United supports passage of House Bill 218 relating to cost 
recovery fisheries for private nonprofit hatchery facilities

CDFU supports the overall concept and believes it will assist with reducing the direct sale 
of salmon by hatchenes. Additionally, HB 218 will allow the percentage of cost recovery . 
to be negotiated with hatchenes.

Please do not hesitate to contact me should you have any questions regarding CDFU’s 
support of HB 218.

Sincerely,

Diane Platt 
Executive Director

Cc: Representative Jay Ramras
Representative Ralph Samuals



Senate Resources Chairman Thomas W agoner A pril 3, 2006
Alaska State Senate 
State Capitol Building  
Juneau, A K  99801-1182

Dear Chairman Wagoner

SEAS(Southeast Alaska Seiners Association) is a group of small boat commercial 
fishermen. W e believe that HB21S is an important piece o f legislation that needs to 
move forward as soon as possible.

Traditional cost recovery has been one o f the few available options to recover expenses 
and pay for hatchery operations. The fishing community has been working hard  for 
years to come up with a different approach, hnlccd 11112 IS  is very similar to the 
legislation /hissed />v this body in 2004 with respect to cost recovery. The difference with  
that piece ol legislation is in this case only the users o r  “harvesters” who catch the 
fish actually pay the assessment. 2004 ‘s Senate legislation would have mandated all 
user.'* within sim ilar geographic districts, which would have meant that fishermen would 
be pay ing for fish that others were catching and they would also be paying hatchery taxes 
on wild-stock salmon.

H B 2 IS  has a zero fiscal note. As staled in the bill, it is the intent to have the fishermen 
pay any additional costs the program may entail, such as revenue collection.

It is also important to note that this bill is permissive, allowing the hatchery operators to 
decide. V F D A tV a ld e z ). AK I(Juneau). C lA A (K e n a i), K R A A (K o d iak ) D IPAC(Juncau), 
S SR A A (K eteh ikan) and PW SA C (C ordovu) have all discussed and opted to not oppose 
11B21 S. I f  this was bad liatehery policy, would there not be rampant opposition rather 
than thi• small, load  opposition that we are experiencing from  NSRAA

Bui we would especially encourage you to recognize that fishermen broadly support this 
as evidenced by support from k a k e  Seiners Association, Petersburg Vessel Owners 
Association, Cordova District Fishermen I nitod and the I nited Fishermen of 
Alaska.

Respectfully yours,

Bob Thorstenson, Jr., Executive Director, SEAS

:> PO Box 2 3 0 8 1. Juneau, AK 99802 :> 907-463 -5030  .• Fax: 907-463-5083



ICICLE.

Senator Tom  Wagoner, Chairman 
Senate Resources Committee 
Alaska State Legislature 
State Capitol (M S  3100)
Juneau, Alaska 99801-1182

Dear Chairman W agoner and Committee Members,

Thank you for holding a hearing on CS H B  218. an act relating to the cost recovery 
fisheries for private nonprofit hatchery facilities. W e fully support this legislation.

As a major salmon processor with plants in Petersburg, Seward, Bristol Bay, and Kodiak 
Island, we believe this legislation is good for all salmon industry stakeholders. It 
provides another option for nonprofit hatchery boards to consider as a means to cover the 
expenses o f  their facilities and operations. It does not bind them to this method.

This legislation provides a tool that hatcheries may choose to employ to enable all salmon 
pennit holders to participate in the harvest o f  surplus salmon produced by the hatcheries 
in terminal harvest areas. In addition, it provides all processors w ith an opportunity to 
purchase this salmon from the fleets. Currently, only those harvesters and processors that 
are successful in their pre-season bids to the hatcheries for the cost recovery fish are able 
to participate. I f  a nonprofit hatchery board chooses to exercise the option this 
legislation allows, the result w ill be more fishing time for the fleets and additional fish 
purchasing opportunities for the processors.

W e believe this option should be made available to nonprofit hatchery facilities and 
request your support for CS H B  218.

A p r i l  4 , 2 0 0 6

Sincerely,
IC IC L E  S E A F O O D S , IN C .

Kris Norosz 
Government A ffairs

PETERSBURG FISHERIES
A DIVISION O f ICICLE SEAFOODS, INC 

P O. Box I 1 4 / • Petersburg, \K 99833 • lei 907-772-4294 • Fax 907 /72-4472



Petersburg Vessel Owners Association
PO Box 232 

Petersburg, Alaska 99833 
Phone (907) 772-9323 Fax (907) 772A495

April 4, 2006

Senator Wagoner, Chair 
Senate Resources Committee 
Alaska State Legislature 
Juneau, AK 99801-1182

Re Support HB 218 Private Non-Profit Hatchery Cost Recovery Elimination

Petersburg Vessel Owners Association is a group o f commercial fishermen who 
participate in many fisheries statewide, including the troll, gilluet, and seine fishenes for 
salmon. These fisheries have benefited greatly from the State o f Alaska’s salmon 
enhancement program However, in recent years we have experienced difficultly in 
optimizing fish harvest and quality in some special harvest areas.

We support passage o f this bill that would allow private non-profit hatcheries to recover 
their operating costs through an assessment on fish caught in the area rather than by 
directly harvesting a percentage o f the return The assessment would hove to be initiated 
and approved by the hatchery This method couldn't be used unless the hatchery board of 
directors wanted to use it. The permissive nature o f the bill language will allow the 
hatchery staff and board o f directors to determine which method is most economical and 
appropriate

In short, HB 218 would give the fleet and the hatchenes another option f t r  cost recovery 
in situations where the traditional method has been problematic without forcing anyone to 
change their current practices. We appreciate your consideration o f these comments and 
hope you will support this bill I f  we can assist you in any wav. please feel ffee to 

contact us

Respectfully,

GsydCrPi^J^

Cora Crome 
Directot

10 39Vd 3WOdD 6BSEZUL06 Z 3 : S 0  9 0 O E/ Z 0 / E0



REPRESENTATIVE BILL THOMAS
A L A S K A  S T A T E  L E G IS L A T U R E  D IS T R IC T  5
e-mail: Reprcsenlalivc.Bill.Tliomas@legis.slaie.ak us webpage: www.akrcbulicans.org/thomas/

Juneau AK. 99801-1182

907-465-3732

888-461-3732

FAX 907-465-2652

State Capitol

MEMORANDUM

Date: February 8, 2006

To: Senator Tom  Wagoner, Chair
Senate Resources Committee

From: Representative B ill Thomas

Re: HB 218

I respectfully request that you schedule H B  218, “an act relating to cost recovery fisheries 
for private nonprofit hatchery facilities,” at your earliest convenience. The bill w ill 
provide a new option for hatchery permit holders to recover their costs in a common 
property fishery.

I f  you have any questions regarding this legislation, please contact Ian Fisk in m y office 
at 465-6867.

Thank you very much for your consideration o f this request.

mailto:Reprcsenlalivc.Bill.Tliomas@legis.slaie.ak
http://www.akrcbulicans.org/thomas/


Official Business

ALASKA STATE LEGISLATURE

Senator Ralph Seekins, Vice-Chair 
Senator Ben Stevens 
Senator Kim Elton

Senate R esources Comm itte e
Senator Tom Wagoner, Chair
State Capitol, Room 427 
Juneau, AK 99801-1182 
Phone: (907) 465-4907 Fax: (907) 465-4779

Senator Fred Dyson 
Senator Bert Stedm an 

Senator A lbert Kookesh

DATE: April 6, 2006

TO: Brian Kane

FROM: Mary Jackson jim
RE: HB 218 - Senate Resources Committee Substitute

Please provide a work draft Senate Resources Committee Substitute for 
HB 218, based on the language in your work draft 24-LS0544\T (4/5/06), 
with the following changes:

• P. 2 subsection (c): Re-draft to require that salmon be delivered to a 
licensed buyer. Delete last sentence from line 25-30.

• P. 2, line 31 after ‘‘annually’’ insert “by March 1 of each year"

• P. 3, line 21: re-draft subsections (f) and (g) to read that the 
provisions of 16.05.722 o r 16.05.723 may be applied to any 
violations. This should allow prosecution under either strict liability for 
a violation or under the commercial fishing misdemeanor.

I would appreciate your providing this as soon as is possible so I can 
distribute it to the members for their review at tomorrow’s meeting.

Thank you for your time and consideration.

C o m m itte e  S ta ff: M ary Ja ckso n  (907 ) 46 5 -4 9 0 7  te lephone  (907 ) 4 6 5 -4 7 7 9  fax
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24-LS0544\T
Kane

4/5/06

WORK D R A F T

SENATE CS FOR CS FOR HOUSE BILL NO. 218( )

IN  T H E  L E G IS L A T U R E  O F  T H E  S T A T E  O F  A L A S K A  

T W E N T Y -F O U R T H  L E G IS L A T U R E  - S E C O N D  S E S S IO N

BY

Offered:
Referred:

Sponsor(s): REPRESENTATIVE THOMAS

A BILL

FOR AN ACT ENTITLED

1 "An Act relating to cost recovery fisheries for private nonprofit hatchery facilities."

2 BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.10 is amended by adding a new section to read:

Sec. 16.10.435. Cost recovery fisheries, (a) A  hatchery permit holder may 

harvest salmon for a facility  in

( 1) a special harvest area through agents, or employees o f oi persons 

under contract with the permit holder as provided under a pennit from the department 

or regulations o f the Board o f Fisheries; or

(2) a terminal harvest area through the common property fishery under

this section.

(b) A hatchery permit holder may annually elect to harvest surplus salmon 

produced at a facility in a terminal harvest area established for that facility through the 

common property fishery. A t the request o f the hatchery perm it holder and if  the 

commissioner o f fish and game determines that there are no allocative Lsues involved, 

and after reasonable consultation with affected commercial fishermen and the

- 1*
N ew  T e x t u n d e r l i n e d  [D E LE TED TEXT BRACKETED ]

SCS CSHB 218( )



W ORK D R A F T WORK D R A F T 24-LS0544'

organizations o f affected commercial fishermen, the commissioner may adopt 

regulations governing the harvest o f surplus salmon in a terminal harvest area when 

the hatchery permit holder elects to harvest surplus salmon produced at a facility  

through a common property fishery. The regulations must specify the terms, 

conditions, and rules under which the common property fishery in the terminal harvest 

area shall be conducted, including requirements for hold inspections and reporting o f 

harvests and sales o f salmon taken in the terminal harvest area. The Board o f Fisheries 

may adopt regulations under AS 16.05.251 regarding a fisheries management plan 

governing operations under this subsection in a terminal harvest area, including 

allocation plans. Participation in the fishery must be open to all interim-use permit and 

entry permit holders who hold permits to operate a type o f gear that may be used in the 

fishing district in which the terminal harvest area is located i f  that type o f gear is 

authorized by regulation to be used in the terminal harvest area. An interim-use permit 

holder or an entry permit holder whc takes salmon in a common property fishery in a 

terminal harvest area may sell the salmon to any fish buyer or processor who is 

licensed to do business in the state.

(c) As a condition o f participation in a common property salmon fishery in a 

terminal harvest area under this section, a fisherman who participates in the fishery is 

subject to the payment o f the assessment levied under (d) o f this section. The 

assessment is levied on the value o f salmon that the fisherman takes in the terminal 

harvest area and either sells to a buyer or exports from the state without being sold in 

the state. I f  the buyer o f the salmon is licensed under AS 43.75, the buyer shall collect 

the assessment on salmon taken in a terminal harvest area at the lim e o f purchase and 

remit the assessment to the Department o f Revenue in accordance with regulations 

adopted by the Department of Revenue. I f  a fisherman does not sell salmon harvested 

in a terminal harvest area to a buyer licensed under A S  43.75 or i f  a fisherman does 

not sell salmon harvested in a terminal harvest area to a buyer before the salmon arc 

exported from the state, the fisherman shall remit the amount o f the assessment to the 

Department o f Revenue in accordance w'ith regulations adopted by the Department o f 

Revenue.

(d) The Department of Revenue may. by regulation, annually set the rate of

SCS CSHB 218( )
New T e x t U n d e r l i n e d  {DE LETED TEXT BRACKETED I

J



Wr R K  D R A F T W ORK D R A F T 24-LS 0544\T

the assessment levied on salmon taken in a terminal harvest area in consultation with 

the Department o f Commerce, Community, and Economic Development, the hatchery 

permit holder, and representatives o f affected commercial fishermen. The rate o f the 

assessment shall provide sufficient revenue to cover debt service to the state, 

reasonable operating expenses, reasonable maintenance expenses, and development or 

maintenance o f a reserve fund up to 100 percent o f annual operating costs o f the 

hatchery permit holder. In setting the rate o f the assessment, the department shall 

consider the estimated return and harvest o f salmon in the terminal harvest area, the 

projected price to be paid for salmon in the region, the amount o f the existing reserve 

held by the hatchery permit holder, and the amount by which the assessment coliected 

in previous years exceeded or fell short o f the amount anticipated to be collected. The 

total rate o f the assessment may not exceed 50 percent o f the value o f the salmon.

(e) The Department o f Revenue shall deposit the assessments collected under 

this section in the general fund. The legislature may appropriate the funds collected 

under this section to the hatchery permit holder who operates a facility in the terminal 

harvest area in which the assessment war levied. A hatchery permit holder shall use 

funds appropriated un'ter this subsection for the purposes set out under 

AS 16.10.450(a). The legislature may also appropriate funds collected under this 

section to the Department o f Revenue for costs incurred by the department under this 

section.

( 0  A  person who without any culpable mental state violates this section, or a 

regulation o f the Board o f Fisheries or th<* department to interpret or implement this 

section, is guilty o f a misdemeanor and, in addition to punishment under other 

provisions in this title, including AS 16.05.195 and 16,05.710, upon conviction is 

punishable by a fine o f not more than $15,000. In addition, the court shall order 

forfeiture o f any fish, or fair market value o f fish, taken or retained as a result o f the 

commission o f the violation, and the court may forfeit any vessel and any fishing gear, 

including ar_ net, pot, tackle, or other device designed or employed to take fish 

commercially, that was used in or in aid o f the violation. Any fish, or its fair market 

value, forfeited under this subsection may not also be forfeited under AS 16.05.195.

(g ) On a third misdemeanor conviction within a period o f 10 years for an

*3- SCS C S IIB  218( )
Atew T e x t U n d e r l i n e d  [D E LE TE D  TE X T BRACKETED ]



1 offense listed in this section, the court shall impose, in addition to any penalties

2 imposed under (0 o f this section, a fine equal to three times the gross value o f the fish

3 found on board or at the fishing site at the time of the offense, or a fine equal to

4 $10,000, whichever is greater.

5 (h) In this section,

6 ( 1) "facility" means a hatchery or salmon rehabilitation project for

7 which a permit is issued under AS 16.10.400 - 16.10.470;

8 (2) "special harvest area" means an area designated by the

9 commissioner or the Board o f Fisheries where salmon returning to a hatchery may be

10 harvested by the hatchery operators, and, in some situations, by the common property

11 fishery;

12 (3 ) "terminal harvest area" means a harvest area, which may include a

13 hatchery release site, established by the commissioner or the Board o f Fisheries where

14 salmon returning to a hatchery may be harvested by the common property fishery;

15 (4) "value" has the meaning given in AS 43.75.290.

16 *  Sec. 2 AS 43.76.035 is amended to read:

17 Sec. 43.76.035. Exem ption . Except as provided under (h) o f this section,

18 AS 43.76.001 - 43.76.040 do not apply to salmon harvested under a special harvest

19 area entry permit issued under AS 16.43.400.

20 *  Sec. 3. AS 43. /6 .035  is amended by adding a new subsection to read;

21 (b ) Salmon harvested in a common property fishery conducted in a terminal

22 harvest area under AS 16.10,435 are subject to a salmon enhancement tax levied under

23 AS 4 3 .7 6 .0 0 1 -4 3 .7 6 .0 4 0 .

WORK D R A F T  W ORK D R A F T  24-LS 0544\T

SCS C S H B  218( ) -4-
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4/6/06

W O R K D R A F T

SENATE CS FOR CS FOR HOUSE BILL NO. 218(RES)

IN  T H E  L E G IS L A T U R E  >F T H E  S T A T E  O F A L A S K A

T W E N T Y -F O U R T H  L E G IS L A T U R E  S E C O N D  SESSION

BY THE SENATE RESOURCES COMMITTEE

Offered:
Referred:

Sponsors): REPRESENTATIVES THOMAS, Elkins, Wilson

A BILL 

FOR AN ACT ENTITLED 

"An Act relating lo cost recovery fisheries for private nonprofit hatchery facilities." 

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.10 is amended by adding a ne section to read:

Sec. 16.10.455. Cost recovery fisheries, (a) A hatchery permit holder may 

harvest salmon for a facility  in

( 1) a special harvest area through agents, or employees o f or persons 

under contract with the permit holder as provided under a permit from the department 

or regulations o f the Board o f Fisheries; or

( 2) a terminal harvest area through the common property fishery under

this section.

(b) A hatchery permit holder may annually elect to harvest surplus salmon 

produced at a facility in a terminal harvest area established for that facility through the 

common property fishery. At the request o f the hatchery permit holder and if  the 

commissioner o f fish and game determines that there are no allocative issues involved, 

and after reasonable consultation with affected commercial fishermen and the

-I - SCS CSIIB 218(RliS)
New T e x t U n d e r l i n e d  I DELETED TE X T BRACKETED ]



organizations o f affected commercial fishermen, the commissioner may adopt 

regulations governing the harvest o f surplus salmon in a terminal harvest area when 

the hatchery permit holder elects to harvest surplus salmon produced at a facility  

through a common property fishery. The regulations must specify the terms, 

conditions, and rules under which the common property fishery in the term inal harvest 

area shall be conducted, including requirements for hold inspections and reporting of 

harvests and sales o f salmon taken in the terminal harvest area. The Board o f Fisheries 

may adopt regulations under AS 16.05.251 regarding a fisheries management plan 

governing operations under this subsection in a terminal harvest area, including 

allocation plans. Participation in the fishery must be open to all interim-use permit and 

entry permit holders who hold permits to operate a type o f gear that m ay be used in the 

fishing district in which the terminal harvest area is located if  that type o f gear is 

authorized by regulation to be used in the terminal harvest area. An interim -use permit 

holder or an entry permit holder who takes salmon in a common property fishery in a 

terminal harvest area may sell the salmon to any fish buyer or processor who is 

licensed to do business in the state.

(c) As a condition ol participation in a common property salmon fishery in a 

terminal harvest area under this section, a fisherman who participates in the fishery is 

subject iO the payment o f the assessment levied under (d) o f this section. The 

assessment is levied on the value o f salmon that the fisherman lakes in the terminal 

harvest area and sells to a licensed buyer. The buyer o f the salmon must be licensed 

under AS 43 .75 , and the buyer shall collect the assessment 011 salmon taken in a 

terminal harvest area at the time o f purchase and remit the assessment to the 

Department o f Revenue in accordance w ith regulations adopted by the Department of 

Revenue.

(d ) The Department o f Revenue m ay. by regulation, annually, by March 1 of 

each year, set the rate o f the assessment levied on salmon taken in a tcim inal harvest 

area in consultation with the Department o f Commerce, Com m unity, and Economic 

Development, the hatchery permit holder, and representatives o f affected commercial 

fishermen. The rate o f the assessment shall provide sufficient revenue to cover debt 

service to the state, reasonable operating expenses, reasonable maintenance expenses.

WORK D R A F T  W ORK D R A F T  24 -L S 0 5 4 4 \W

SCS C S H B  2181R ES) -2-
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and development or maintenance o f a reserve fund up to 100 percent of annual 

operating costs of the hatchery pennit holder. In setting the rate o f the assessment, the 

department shall consider the estimated return and harvest o f salmon in the terminal 

harvest area, the projected price to be paid for salmon in the region, the amount o f the 

existing reserve held by the hatchery permit holder, and the amount by which the 

assessment collected in previous years exceeded or fell short o f the amount anticipated 

to be collected. The total rate o f the assessment may not exceed 50 percent o f the 

value o f the salmon.

(e) The Department o f Revenue shall deposit the assessments collected under 

this section in the general fund. The legislature may appropriate the funds collected 

under this section to the hatchery permit holder who operates a fac ility  in the terminal 

harvest area in which the assessment was levied. A  hatchery pennit holder shall use 

funds appropriated under this subsection for the purposes set out under 

AS 16.10.450(a). The legislature may also appropriate funds collected under this 

section to the Department o f Revenue for costs incurred by the department under this 

section.

(f)  A person who violates a regulation adopted under (b) o f this section is 

guilty o f a violation under AS 16.05.722 or a misdemeanor under AS 16.05.723. A 

person who violates a regulation adopted by the Department o f Revenue under (c) of 

this section is guilty o f a class A misdemeanor.

(g) in this section,

( I )  "facility" means a hatchery or salmon rehabilitation project for 

which a permit is issued under AS 16.10.400 - 16.10.470;

(2 ; "special harvest area" means an area designated by the 

commissioner or the Board o f Fisheries where salmon returning to a hatchery may be 

harvested by the hatchery operators, and, in some situations, by the common property 

fishery;

(3 ) "terminal harvest area" means a harvest area, which may include a 

hatchery release site, established by the commissioner or the Board o f Fisheries where 

salmon returning to a hatchery may be harvested by the common property fishery;

(4 ) "value" has the meaning given in AS 43.75.290.
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1 *  Sec. 2. AS 43.76.035 is amended to read:

2 Sec. 43.76.035. E xem ption . Except as provided u n d e r fb ) o f this section,

3 AS 43.76.001 - 43.76 .040 do not apply to salmon harvested under a special harvest

4 area entry permit issued under AS 16.43.400.

5 *  Sec. 3. AS 43.76.035 is amended by adding a new subsection to read:

6 (b) Salmon harvested in a common property fishery conducted in a terminal

7 harvest area under AS 16.10.455 are subject to a salmon enhancement tax levied under

8 AS 4 3 .7 6 .0 0 1 -4 3 .7 6 .0 4 0 .
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Senator Thomas Wagonet, Chair, Senate Resources Committee
State Capitol, M a il Stop 3100
Juneau, A K  99801

Dear Chairman W agoner

A n important and revolutionary new hatchery bill w ill be coming to your committee 
w ithin the next week or so. This bill, a hatchery cost recovery alternative, is H B 2 1 8.

SEAS urges your swift passage o f this necessary legislation.

For 20 years the standard for the state private-non-profit and regional hatcheries has been 
to take their costs through a method called "cost recovery". Under this harvest mechanism one 
or very' few  boats harvest a percentage o f  the hatchery return and these are sold to a single 
processor. W hile  this had roughly worked for part o f  these 20 years, it has recently met with  
marketing difficulties for that 99%  o f the fishermen and 90%  o f the processing sector who take 
no part in the cost recovery fisheries.

H B 218  takes this broken paradigm and allows for an assessment so that the entire fleet 
and the entire processing sector can harvest and process the returning hatchery fish. This takes 
place through a statutorily mandated assessment. For example, under the old model o f  cost 
recovery, i f  35%  o f  the fish returning to a hatchery were harvested by one or very few cost 
recovery boats, then the fleet would catch 65%  o f  the fish. Also, one piocessor would process 
35%  o f  the fish, while the other processors waited to process the remaining 65% . A t times, 
delays in achieving cost recovery goals meant wait times o f  up to several weeks while the 
markets were without fish from the remaining fishermen and processors.

Under H B 218. the entire fleet could catch all o f  the fish and just simply pay a 35%  
assessment. The processing sector and surrounding communities would all share in the 
processing o f  100%  o f  the fish coming back to the hatchery.

I1B218 allows the hatchery itself to determine usage and is thus permissive legislation. 
Hatchery testimony against this bill should therefore be self-lim iting as each hatchery has a 
choice o f  whether or not to use this legislation. Thank you for your consideration ol’ H B 218..

Sincerely.

I b Thorstenson, Jr., Executive Director. SEAS

O PO  Box 23081, Juneau. A K  99802 <> 907-463 -5030  O Fax: 907-463-5083 O



ALASKA STATE LEGISLATURE
Senate Resources Comm ittee

Senator Tom Wagoner, Chair
State Capitol, Room 427 
Juneau, AK 99801-1182 
Phone: (907) 465-4907 Fax: (907) 465-4779

Senator Ralph Scekins, Vice-Chair 
Senator Ben Stevens 
Senator Kim Elton

DATE: April 7, 2006

TO: Members, Senate Resources Committee

FROM: Senator Tom Wagoner, Chair
Senate Resources Committee

RE: HB 218 Private Hatchery Cost Recovery c ishery

Attached is a Senate Resources Committee Substitute work draft for HB 
218 and a memo from the sponsor outlining the changes between CS HB 
218 (FIN) (\C version) and the new work draft.

The sponsor had prepared a senate substitute work draft (\T version) and 
was working with affected parties from that draft on Wednesday, April 5, 
prior to the Resources meeting, attempting to mitigate some concerns. I am 
enclosing a copy of that work draft as background information.

The Senate Resources Committee work draft in front of you today 
incorporates the language in the \T version work draft as well as some 
added changes as a result of the public hearing on Wednesday.

The changes made yesterday are reflected in the attached memo to Legal 
from Mary Jackson, dated April 6, 2006. Also attached is a new fiscal note 
from Public Safety.

Attachments:

\ W  version = Senate Resources Committee work draft dated 4-06-06 (4 pages)

\T version = sponsor's Senate work draft (4 pages)

Sponsor’s m e m o  regarding changes (1 page)

Legal m e m o  re: a m e n d m e n t s  for Senate Resources (1 page)

F N - D P S  4-06-06 (1page)

Committee Staff: Mary Jackson (907) 465-4907 telephone (907) 465-4779 fax

Senator Fred Dyson 
Senator Bert Stedm an 

Senator Albert Kookesh



REPRESENTATIVE BILL THOMAS

FAX 907-465-2652

888-461-3732

Juneau AK, 99801-1182

907-465-3732

State Capitol

CHANGES TO CSHB 218 (FIN) (LS0544VR)

P. 1, lines 6-7: “contractees” is replaced by the phrase “persons under contract”; “under a permit 
from the department” is added to clarify that A D F & G  issues permits for harvest o f salmon by 
hatcheries in special harvest areas and the Board o f Fisheries writes the regulations.

P. 1, line 12: “At the request o f the hatchery permit holder” is inserted to clarify that only the 
hatchery may initiate the process o f starting a common property cost recovery fishery.
*added at suggestion o f NSRAA

P. 2, line 1: “ i f ’ is changed to “when”
*addcd at suggestion o f N SRAA

P. 2, line 6-7 “as the board considers appropriate” is replaced by “under AS 16.05.251” to be 
more specific about the board’s authority to adopt regulations.
*added at suggestion o f  Dept, o f Law

P. 2 subsection ( c ): Fishermen will be required to deliver to a licensed buyer. Lines 24-29 are 
deleted.
"■added at suggestion o f NSRAA.

P.2, line 30: after “annually”, “March 1" is inserted.
"■added at suggestion o f NSRAA

P. 3, line 11: The maximum rate o f assessment is changed from 40 percent to 50 percent. This 
change was made as a compromise between the proponents o f this bill and the ^S R A A

P. 3, subsection ( f ) is changed to allow prosecution as either a violation or a misdemeanor. This 
will provide better flexibility for the state in pursuing any fishermen who violates the new cost 
recovery system.
"■added to address general NSRAA concern about enforcement.
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Official Business

S e n a t e  R e s o u r c e s  C o m m i t t e e
Senator T o m  Wagoner, Chair

State Capitol, Room 427 
Juneau, AK 99801-1182 
Phone: (907) 465-4907 Fax: (907) 465-4779

Senator Ralph Seekins, Vice-Chair 
Senator Ben Stevens 
Senator Kim Elton

DATE: April 6, 2006

TO: Brian Kane

FROM: Mary Jackson

RE: HB 218 - Senate Resources Committee Substitute

Please provide a work draft Senate Resources Committee Substitute for HB 
218, based on the language in your work draft 24-LS0544\T (4/5/06), with 
the following changes:

• P. 2 subsection (c): Re-draft to require that salmon be delivered to a 
licensed buyer. Delete last sentence from line 25-30.

• P. 2, line 31 after "annually” insert "by March 1 of each year”

• P. 3, line 21: re-draft subsections (f) and (g) to read that the 
provisions of 16.05.722 or 16.05.723 may be applied to any 
violations. This should allow prosecution under either strict liability for 
a violation or under the commercial fishing misdemeanor.

I would appreciate your providing this as soon as is possible so I can 
distribute it to the members for their review at tomorrow’s meeting.

Thank you for your time and consideration.

Senator Fred Dyson 
Senator Bert Stedman 

Senator Albert Kookesh

C om m ittee  S taff: M ary Jackson (907) 465-4907 telephone (907) 465-4779  fax


