


D epartm ent of Environm ental C onservation
N PDES Prim acy

W orkgroup Process

Background

Senate Bill 326 enacted by the 22nd Alaska Legislature directed the Alaska
Department of Environmental Conservation (DEC) to evaluate the potential
benefits and consequences of the state assuming primacy of the NPDES
program. The Department released “State ofAlaska’s Assumption ofthe
National Pollutant Discharge Elimination System - A Report to the Alaska
Legislature™in Januf ~r2004.

Subsequent to release of the report, an auvisory workgroup was formed to
examine further the concerns, costs and benefits of -t*te primacy from the
permittee perspective and to recommend whether to proceed toward primacy.

Six meetings were held during the period November 2004 through January
2005 with representatives from NPDES permittee groups as well as the EPA.
The meetings were held in Anchorage and were open to the public. Public
notice of the schedule of meetings was provided. Meetings were informal and
attendees who weie not official members of the workgroup freely participated.
Information, handouts, attendance lists and agendas were posted on an
NPDES Primacy web site at

http://www .state.ak.us/dec/water/npdes/work gro rp.htm.

Representation

The workgroup included one representative from each of the following major
categories of NPDES-regulated dischargers:

* Oil and gas iidustr, sector

* Mining indu try sector

o Seafood industry sector

e Timber industry sector

e Construction industry sector

» Large community wastewater permitting

* Small community/tribal wastewater permitting

The EPA, as the current NPDES authority, had a special role and attended

meetings to provide perspective and guidance on federal req nrements and
constraints.
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W orkgroup Report

Workgroup proceedings, findings and recommendations were captured in a
report: National Pollutant Discharge Elimination System Primacy Workgroup
Report (2005). That report is available on the Department's web site.

Workgroup Recommendations

The majority of the wo.-kgroup recommended or did not object to Alaska’
assuming primacy for the NPDES permit program. The workgroup’ findings
included the following recommendations for a state-run NPDES program.

1.

Opportunity for permittee review of the draft and proposed final permits
prior to issuance.

Only legally required monitoring and reporting requirements included in a
permit.

Continued use of the fee structure established in HB 361; fees based on
direct permitting and compliance costs only.

Continued use of contractors for technical expertise and during workload
surges.

Sufficient and consistent funding to ensure a financially stable NPDES
program.

Use of the existing state appeals process where permit terms and
conditions are not automatically stayed upon appeal.

SuKmit a primacy application to EP” by June 2006.

Continued permittee participation to help develop the program and the
primacy application.

Ensure permit consistency where facilities fall under both state and
federal jurisdiction.

10. Senior DEC management review of permits conditions that could set

precedents.

11. Develop formal training plans for DEC permit and compliance strJff.
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D epartm ent of Environm ental C onservation
N PDES Prim acy

W orkgroup Findings

Background

Aworkgroup including representatives from each of the major categories of NPDES
regulated dischargers in Alaska met in a series of six da>-long meetings between
November 2004 and January 2005. Workgroup proceedings, findings and
recommendations were captured in a report: National Pollutant Discharge Elimination
System Primacy Workgroup Report (2005). That report is available on the DEC web

site.

A key part of the group's work was to identify the benefits, costs and concerns
associated with the State of Alaska assuming primacy for the NPDES permitting

program.

Identified Benefits
The workgroup identified potential benefits of a state NPDES Program:

1. Time and cost savings to permit major new facilities due to working with one,
instead of two regulatory agencies and predictable compliance and enforcement

programs.

2. Permit requirements tailored to Alaskan conditions by permit writers familiar
with Alaska’s environment.

3. An appeals process where filing of an appeal on a new permit does not
automatically stay the entire permit.

4. Replacing time-consuming, formal consultation processes with faster, less
formal processes.

5. Alaska-specific guidance documents.

6. The use of on-line permit applications, electronic data submittal and other
efficiency measures.

Identified Concerns
The workgroup identified potential concerns of a state NPDES Program:
1. Permit fees are expected to increase on average by a factor of 1.8.

2. The state might not direct appropriate resources and funding to adequately
implement the Program.
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N PDES Prim acy

W orkgroup Findings

. NPDES primacy could be temporary if future administrations or legislatures do
not support a state program.

. The state may not be able to hire and retain staff with the expertise to permit
complex projects.

. Responsibility to implement the NPDES program may come at the cost of other
programs and priorities.

. A state program may not provi< .e tl . degree of certainty currently in place at
EPA
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Department of Environmental Conservation
NPDES Primacy
Overview

Background

Section 402 of the Clean Water Act (CWA) requires that all discharges to
surface waters be permitted under the National Pollutant Discharge
Eliminaf ju System (NPDES) permit program.

The CWA intends for slates to implement (tc have “primacy" for) the NPDES
progrf m *dth the Environmental Protection Agency (EPA) acting in an oversight

role.

Forty-five states have primacy for the NFDES program. The four other states,
a; ide rom Alaska, that do not have NPDES primacy are ldaho, New Mexico,

New Hampshire and Massachusetts.

EPA is the NPDES authority in Alaska. DEC plays a secondary role “certifying"
that EPA permits meet state water quality standards and issuing state permits
for \ cry small discharges that EPA cannot get to.

If Alaska had NPDES primacy, DEC would take over discharge permitting
authority including responsibility for issuing and monitoring compliance with

L.e permits.

NIFDES Progr? m Components

There are six components to the NPDES permit program. It is proposed that
the State assume responsibility for the first five.

1. NPDES Permitting which amounts to developing, issuing, modifying and
renewing the permits.

2. Stom water ogram which consists of permitting stormwater discharges
from construction and industrial activities as well as permitting the
stormwater coilected and discharged by large municipal storm sewer
systems

3. Compliance and Enforcement which includes monitoring compliance with
permit terms and conditions and taking enforcement action when
necessary.

4. Federal Facilities which involves permitting of discharges from federally-
owned facilities, such as Department of Defense installations.

5. Pre-treatment Program which consists of regulating highly toxic
discharges into sewerage systems.

6. Biosolids Management Program which regulates the disposal of sewage

treatment byproducts, or “sludge.”
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Department of Environmental Conservation
NPDES Primacy
Overview

The Biosolids component is a small component of the NPDES program in
Alaska. States have the option whether to assume primacy for this part of the
program.

NPDES Primacy Application

Alaska must submit an application to EPA to assume NPDES primacy. That
application includes:

1.

2.

A letterfrom ihe Governor requesting approval of the state’s application;

Aprogram narrative that describes how the state will issue permits, ensure
permit compliance, perform enforcement, fund the program, track issued
permits and enforcement actions, and submit periodic reports to EPA,

An Attorney General statement of legal authority that confirms the state’s
laws and regulations are sufficient to implement the NPDES program;

Asigned Mt morandum ofAgreement "MOA) between the state and EPA that
establishes timeframes for the state to assume authority for the program
components over a five-year period; and

A compliance assurance agreement developed between the State and EPA
that describes the methods the State will employ to assure that permittees
comply with the terms and conditions of their permits.



ALASKA FOREST ASSOCIATION
111 STEDMAN #200
KETCHIKAN, AK 99901
907-225-6114

March 1. 2005

Representative Jay Ramras, Co-Chair
House Resources Committee

Alaska State House of Representatives
State Capitol

Juneau, AK 59S6i

RE: Alaska Forest Associa'ion NPDES Primacy Testimony for 3-2-05 Hearing

Dear Representative Ramras:

The Alaska Forest Association supports the DEC proposal to manage the N°DES
permitting program for Alaska. State Primacy tor this permitting program will be
beneficial in many ways, for instance:

Simplify the permitting process for our timber industry. We will be able to go to a
single agency for both State and Federal permits. Further, we have mu  easier
access to State DEC permitting staff than the EPA staff in Seattle or Alaska. For
instance, i: often takes several days to get a response to a phone call to the EPA,
whereas the DEC normally responds immediately.

2. Replacing proscriptive time-consuming formal consultations with the U.S. Fish &
Wildlife Service and the National Marine Fisheries Service with a faster less
formal process will decrease the time it takes to issue permits.

3. The DEC staff is more familiar with Alaska sites and conditions. This greatly
reduces the amount of time needed to describe a project and the need for that
project.

4. Applicants will be able to review draft permils and proposed final permits before
they are issued. This will reduce the incidence of errors in permits.

5. The EPA makes some decisions based upon national policy, rather than local
needs and conditions. For example, the use of Ward Cove for temporary storage
of log rafts and the use of the Ward Cove ship mooring buoys was permitted by
the State DEC two years ago, but the EPA, by policy, will not permit that activity
until aftera TMDL limit has been established for the cove. The EPA proposed
limits are too severe to allow any reasonable activity; hence the TMDL is stalled
«s is the use of the cove.

A laska Forest Ausoc Support



6. The appeals process lor permits is expected to be more efficient under State
Primacy. For instance, under State Primat <there would be no automatic slay of a
permit that is appealed; whereas, the EPA does allow an automatic ~tay The
automatic stay provision encourages antidevelopment groups to file appeals
simply as a delaying tactic.

Then is a cost to both the State and the industry for permits under State Primacy,
but the added cost is not unreasonable because in return we get a more reliable and
efficient permitting process.

Thank you for the opportunity to comment.

Sincerely,

Is/

Owen J. Graham
Executive Director



SB 110/HB 153 - NPDES Piimacy

Background: SB 110/HB 153 authonzes the stale to apply to U.S. Environmental
Protection Agency (EPA) for the right to issue federal wastewater discharge permits under
the National Pollutant Discharge Elimination System (NPDES). Currently, EPA issues
these discharge permits in Alaska for free. The legislation is the outcome of a Department
of Environmental Conservation /DEC) permittee-only workgroup process to determine the circumstances
under winch the industry would accept state primacy over NPDES permitting. As a result of its limited
membership the workgroup did not adequately address several problems with state NPDES Primacy.

Problems with SB 110/HB 153
inadequate Staffi. ' Levels: The fiscal note estimates NPDES primacy will cost Alaska over $1.5
million annually. Unfortunately, the proposed DEC staffing levels arc inadequate- reducing the current
permitting staff by 28% and compliance and enforcement staff by 16%. Given the size and scale of many
Alaskan industrial operations - oil and gas-related, mining, timber, and seafood processing - the proposed
staffing levels are far too low. As tiic January 2004 DEC report on NPDES Primacy shows, Alaska
expects to spend only 52% of the resources that Washington state spends per permit. Needed: Increase

staff estimates.

Harm from Inadequate Funding: If the legislature fails to appropriate the funds needed each year, the
state's salmon streams and overall water ' ality will suffer, permits will be delayed, there may be
technical deficiencies in permits, etc. Additionally, necessary annual appropriations for the NPDES
program will increase as personnel costs and Alaska’s economy ex, and. Needed: Legislative intent to

fund the NPDES program adequately over the long-term.

Inappropriate Influence: Permitted industries wili have excessive influence on the permitting process,
reducing governmental accountability. Industry workgroup members wish to review draft ai.d final
permits before public issuance, again giving industry permittees excessive and unfair influence over
permits. EPA may not approve such an unbalanced permit process. Eliminate Sec. 4(h)(2) and 4(h)(3).

Lack of Outside Consultations: Under state primacy there no longer will be Tribal govemment-to-
govemment consultations with regulators who issue wastewater discharge permits. NPDES primacy also
will eliminate various expert reviews and public input opportunities required in federal statutes v'hich

protect, among other things, essential fish habitat.

Conflicts of Interest: The presumed lack of sufficient technical and other experts at DEC means that the
legislation anticipates the use of consultants to develop permits. Problems with using consultant include
potential conflicts of interest and the lack of long-term DEC staff experience with particular industries,
which can result in technical deficiencies and costly staff inefficiencies. Needed: Amend Sec. 4(h)(4) so
it addresses potential conflicts of interest and increase DEC staff estimates.

The legislation extends the mandate of the undemocratic and unrepresentative NPDES primacy
workgroup. Needed: Amend Sec. I(b)(2> so the workgroup is representative of all s akeholders.

Conclusion: SB 110/HB 153 need to be amended to ensure that the state has the resources, the
expertise, and the necessary Tribal and public involvement process in place to implement NPDES
Primacy without harming Alaska’s natural resources, communities, and businesses.

Large Alaska treatment plant operators cuirently oppose state NPDES Primacy
http.7vvww .state.ak.us/dec/watcr/npdes/pdfs’AWW U .pdf.

Alaska Conservation Voters - 419 6lhStreet, Juneau AK 99801 - 463-3366 - www.acvoters.org
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ALASKA MINERS ASSOCIATION; INC.

J305 Arctic Divt.. #105. Anc/vc«ye. Alaska 99303 ¢ (907) 563-9229 « FAX: (907) 563-9225 « www.atas amrxrvorg

March 2, 2005

Honorable Ralph Samuels

Honorable Jay Ramras
Co-Chairmen, House Resources Committee

Capitol Building
Juneau, AK 99801

RE: House Bill 153, State Assumption of NPDES Program

Dear Representatives Samuels and Ramras,

Thank you for the opportunity to comment on House Bill 153. This bill wouid give the Depa trnent
of Environmental Conservation the authority to assume primacy for the National Pollution Dis :hargc
Elimination System (NPDES) program currently managed by the Environmental Protection / gcncy
(EPA). Alaska is one of only five states that has not taken primacy for NPDES.

The mining industry has considered this option ofthe State taking primacy for the NPDES pr Dgrarr.
for many years but until recently had not concluded that State primacy was best for Alaska. V calso
had concerns that DEC may not hu/e personnel with the expertise and ability to take otcr the
program and to manage it effectively. Over the past year, and more specifically over the past few
months, wc have become convinced that Slate Primacy for NPDES is in the State’s best inten st and

that the DEC staff is definitely up to the task.

From late last fall through January 2005 we participated in a work group composed of rcg dated
industries and municipalities. This worx group evaluated what an NPDES program run by th* State
would include and the pros and cons for State assumption. We concluded that there are many
reasons tnat justify State primacy. Alaska Attorney Larry Hartig wrote an article for the Dec -mbcr
2004 edition o fthe Alaska Miner, our monthly publication, in which he discussed many reasor s why
it would be better if the State took primacy. Mr Hartig has worked on water quality permitting
issues in Alaska for more than two decades. That article is enclosed.

Thank you for the opportunity to comment on this important issue. We encourage you to mo/e the
bill as soon as possible so DEC can begin the process of applying to EPA to obtain primacy

lo S S d

Steven C. Bon Il, PE
Executive Director

enclosure

cC: Resource Committee Members
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Representative Ralph Samuels

House District 29

1B 174

Sponsor Statement

"An Act relating to commercial fishing permit ami vessel i:,ense fees; and providing
for an effective date.”

House Bill 174 would bring the state into compliance with recent rulings in the Carlson v.
State of Alaska case by charging the nonresident fee differential on a “per person” rather
than a “per permit basis.

Nonresidents who qualify fora reduced permit fee b) meeting low income standards will
he charged the full allowable nonresident differential.

The bill would remove ihc arbitrary $300 cap on the annual permit renewal fee. By statute,
the base fee must "reasonably reflect the different rates of economic return for different
fisheries.” Currently fisheries with high economic returns pay disproportionately low
permit fees because of the $300 cap. Under HB 174, CFEC in concert with full public
hearings would be able to assign fees lied to the true value of a fishery.

The existing 6 vessel length categories would be incieased by $15, $30. $45, $60, $75, and
$90 respectively.

This legislation would authorize CFEC to charge reasonable fees for inirial issuance and
replacement of the number plates issued to vessels for displaying the vessel's ADF&G
number and annual vessel iicense renewal stickers.

Session: Alaska Capitol Building, .Juneau, AK 99801. 1907) 465-2095
Interim: 716 W. 4!h Ave, Suite 630, Anchorage, AK 99801, (907) 269-0240
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Key Provisions of HB 114

RE: Commercial Fishing Permit and Vessel License Fees

To comply with recent rulings in Carlson v. State o fAlaska, clarify that the nonresident
fee differential will be charged on a “per person” basis, rather than a “per permit” basis.

Nonresidents who renew more than one permit in a yeai have been paying in
additional amount, al ove what a resident would pay, for each permit thev ienew.
Under a recent ruling in Carlson, the state may only charge the nonresident
differential (surcharge) to each nonresident one time per year, regardless of the

number of permits they renew.

Change nonresidents who qualify for the /educed permit fee (by meeting low income
standards) the fuU allowable nonresident differential

Current law provides that residents md nonresidents who qualify for the reduced
fee may pay one-halfofthe base fee for the fisheiy, and that nonresiderts will
also pay an additional amount equal to only one-halfofthe allowable nonresident

differential.

Remove the $300 cap on the base fee CFKC may charge for annual renewal of permits.

While current law calls for annual base fees for permits to “reasonably reflect the
different rates of economic return for different fisheries,” the current $300 cap
places an artificial ceiling on the fee structure. This results in fisheries wnh a very
high economic return being charged fees that are disproportionately low, relative
to the fees charged to lower value fisheries. Removing the cap allows for a fairer
fee structure that more fully complies whh the mandate that fees reflect the value

of respective fisheries.

Slightly increase annual commercial fishing vessel license fees, beginning with 2006.

Fees are currently broken into 6 vessel size categories from smallest (vessels up to
24 feet) to largest (over 250 feet). The bill would maintain the 6 categories and
simply increase the fee in the respective categories by $15, 30,45, 60, 75, and 90.

Authorize CFEC to charge reasonable fees far initial issuance and replacement of the
number plates issued to vessels for displaying the vessel’s ADF&G number and annual

vessel license renewal stickers.

Key Provisions HB :74
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FISCAL NOTE

STATE OF ALASKA Hsal Note Number
2005 LEGISLATIVE SESSION &l \ersion: HB174
OPublish Date

Revision Date/Time (Note if correction): Dept Affected pis' and Game
Title Annual commercial fishing permit 'RDU Comm. Fish Entiy Commission

*nd vessel license fees Component Commercial Fisheries Entry
Sponsor Representative Samuels Commission
Requester House Fisheries Committee Component No. 471
Expenditures/Revenues (Th*. jsands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPENDITURES FY 200 FY 20 FY 200
Personal Services

Travel

Contractual

Supplies

Equipment

Land & Structures

Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0
CAPITAL EXPENDITURES | 00 I 0.0 (D
CHANGE IN PEVENUES ( ) 123000 | 2,188.2 2,081.9 |

FUND SOURCE

1002 Federal Paceipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

1156 Receipt Supported Services

TOTAL 0.0 0.0 0.0
Estimate of any current year (FY2005) cost: 0.0
Mark this hox (X) if funding for this bill is included in the Governor's FY 2006
POSITIONS
Full-time 0 0 0
Part-time 0 0 0
Temporary o| 0 o1

ANALYS'S (Attach a separate page ifnecessary)

FY 20 FY 20 FY 20

uo

m0.0 m0.0 m0.0

1,980.7 | 1,884.4 1,792.8

0.0 0.0

budget proposal:
0 0
0 0
0

Passage of HB174 will not require additional expenditures or positions. It will provide for increased revenues
generated by permit and license fees, though an exact amountr mnot be determined at this time.

HB174 maintains the commercial 'shing vessel licensing size Casses in current law and statutorily establishes
slightly higher annual fees for eaui class. This results in an estimated increase of approximately $291.000 in

annually generated revenue.

For commercial fishing permits, the bill maintains the directive that tees "must reasonably reflect the different

Continued on page 2

Prepared by: Shirley Penrose, Administrative Officer
Division Commercial Fisheries Entry Commission

Approved by. Frank M. Homan. Commissioner
Agency Commercial Fisheries Entry Commission

(Revsed 9/23/2904 OMB)

Phone 907-790-6960
Daie/Time ¥21/06 12:55 PM
Date 3/21/2006
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FISCAL NOTE

STATE OF ALASKA BILL NO. HB174
2005 LEGISLATIVE SESSION

ANALYSIS CONTINUATION

rates of economic return for different fisheries," and removes the $300 base fee cap in current law. The current fee
cap artificially holds fees down in the highest-earning fisheries and results in those fisheries paying feas that are
disproportionately lower.

While passage of HB174 would not, in itself, change annual permit fees, the removal of the $300 maximum base fee
affectively authorizes CFEC to implement a fairer fee schedule that more truly meets the statutory mandate that fees
are to reflect the earnings in respective fisheries. By allowing fees for nigh-end fisheries to fall where they naturally
would under a fully proportional formula, the regulatory fee structure CFEC intends to propose under provisions of
HB174 would result in an estimated annual increase of approximately $2.1 million in revenues to the state.

The change from a “per permit" nonresident fee differential to a single annual nonresident surcharge (necessitated
by recent rulings in the Carlson v. State of Alaska class action), results in an annual estimated decline of about
$67,000 in revenue.

In combination, the various revisions maoe by HB174, and the regulatory framework CFEC intends to propose to
Implement the provisions of the bill, would likely result in an overall annual increase in revenues generated by
commercial fishing permits and vessel licenses of about $2.3 million.

Due to steadily declining revenues, CFEC (a receipt sunported agency) expects to be in a deficit situation in FY06 or
FYO7 without oassage of HB174. While passage of the bill will likely increase revenues enough to provide revenues
to the General Fund above the current cost of CFEC'’s budget in the next few years, total revenues generated by
CFEC fees are expected to continue declining This is due economic difficult’s in some fisheries (particularly
salmon fisheries; resulting in their falling into lower annual permit fee classes, an to ongoing decreases in the
number of permits and vessel licenses issued annually. This decrease in participants is due to many factors,
including fewer permits being issued after each fishery limitation; consolidation in federally- managed fisheries
licensed by the state; and cancellation of nontransferable permits as holders of those permits die or retire. Thus, the
amount of revenue generated by CFEC fees, and the cost of funding CFEC's operating budget, will likely converge
again in coming years.

Because of the uncertainty of future events and the downward trend in our revenues, wo have shown the anticipated
revenue this bill may produce to decrease at 4.86% per year, which is our current calculated rate of decline



UNITED FISHERMEN OF ALASKA

211 Fou'ih Street. Suite 110
Juneau, Ai«ska 99801-1172
(907) 586-2820
(907) 463-2545 Fa*
E-Mail ufa@ ufa-iish.org
www ula-fish.org

March 29, 2005

Representative Ralph Sainuds, Co-Chair
House Resources Committee

Alaska State Legislature

State Capitol (Mai! Stop 3100)

Juneau AK 99801-1182

Dear Representative Samuels,

United Fish tmien of Alaska (UFA) represents thity-onc Alaska commercial fishing
groups and hundreds of individual lisherrnen, crew members and related businesses. The
UFA Board of Directors recently met and discussed HB 174 regarding Commercial
Fisheries Entry Commission (CFFC) fees.

The current cap of $300 on CFEC permits is projected to leave the CFEC with a net
operating budget shortfall by 2007. UFA believes that CFEC should be self-funded
entirely through permit fees, not reliant on general funds from the state budget. The
potential for raising fees for some fisheries is of concern to fishermen in the fisheries
most affected, but the process of establishing the fees for specific fisheries is a
subsequent process with public input opportunities for individual fishermen to make their
case for equitable fees for their fisheries.

UFA supports the concept of eliminating or raising the CFEC cap to accomplish the same
goal - that commercial fishing permit fees fully fund 'he Commercial Fisheries Entry

Commission.

Respectfully,

YIY Ly A .
Mark D. Vinscl
Executive Director

MEMBER ORGANIZATIONS
Alaska Crab Coalition « Alaska Draggers Association mAlaska Longline Fishermen s Association « Armstrong Keta « At-sea Processors Association
Bnstol Bay Reserve « Concerned Area "M" Fishermen ¢ Cordova District Fisherman United - Douglas Island Pink a.id Chum
Fishu g Vessel Owners Assooation * Groundfish Forum ¢ Kenai Peninsula Fishermen s Association ¢ Kodiak Regional Aquaculture Association
North Pacilic Fisheries Association * North Pacific Scallop Cooperative « Northern Southeasl Regional Aquaculture Association
Old Harbor Fishermen s Associat'or. « Peteisburg Vessel Owners Association ¢ Prince William Sound Aquaculture Coloration
Purse Seme Vessel Owner Association « Seafood Producers Cooperative mSoutheast Alaska Herring Seiners Markeling Association
Southeast Alaska Regional Dive Fisheries Association * Southeast Alaska Seiners Association « Southern Southeast Regional Aquaculture Association
United Catcher Beats * Uniteo Salmon Association United Southeast Alaska Gillnelters « Valdez Fisheries Development Association
Western Gulf of Alaska Fishermen


mailto:ufa@ufa-iish.org

UNITED FISHERMEN OF ALASKA

211 Fourth Stre«l. Suite 110
Jtnoau. Alaska 99801-117?
<9071 586-2820
(907) 463-2546 Fa*
C-Wail: uts@ ula-fish org
wwvi.ufa-lish.org

March 29. 2005

Representative Jay Raniras, Co-Chair
House Resources Committee

Alaska State Legislature

State Capitol (Mail Stop 3100)
Juneau AK 99801-1182

Dear Representative Ramras.

United Fishermen of Alaska (UFA) represents thirty-one Alaska commercial fishing
groups aiid hundreds of individual fishermen, crew members and related businesses. The
UFA Board of Directors recently met and discussed HB 174 regarding Commercial
Fisheries Fntry Commission (CFEC) fees.

The current cap of $300 on CFEC permits is projected to leave the CFEC with a net
operating budget shortfall by 2007. UFA believes that CFEC she old e self-funded
entirely through permit lees, not celiani on general funds from tnc state budget. The
potential for raising fees for some fisheries is of concern to fishermen in the fisheries
most afiected, but the process of establishing the fees for specific fisheries is a
subsequent process with public input opportunities for individual fishermen to make their

case for equitable fees for their fisheries.

UFA supports the concept ofeliminating or raising the CFEC cap to accomplish the same
goal - that commercial fishing permit fees fully fund the Commercial Fisheries Entry

Commission.
Respectfully,

Mark D. V nscl
Executive Director

MEMBER ORGANIZATIONS
Alaska Crab Coalition « Alaska Draggers Association ¢ Alaska Longlme Fishermen's Association « Armstrong Keta ¢ At-sea Piocessors Association
Bristol Bay Reserve  Concerned Area "M' Fishermen « Ccdova District Fishermen United « Douglas Island Pink and Chum
Fishing Vessel Owners Association « Grourdtish Forum ¢ Kenai Peninsula Fishermen's Association « Kodiak Regional Aquaculture Association
North Pacific Fisheries Association ¢ North Pacific Scallop Cooperative  Northern Southeast Regional Aquaculture Association
Old Harbor Fishermen's Association ¢ Petersburg Vessel Owners Association « Prince William Sound Aquaculture Corporation
Purse Seine Vessel Owner Association « Seafooo Producers Cooperative ¢ Southeast Alaska Herring Seir.ers Marketing Association
Southeast Alaska Regional Dive Fisheries Association « Southeast Alaska Seiners Association « Southern Southeast Regions' Aguaculture Association
United Catcher Boats « United Salmon Association United S 'utheast Alaska Gillnetters « Valdez Fisheries Development Association
Western Gulf of Alaska Fishermen
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FRANK H. MURKOW SKI, GOVERNOR

£300 GLACIER HWY, #109

COMMERCIAL FISHERIES ENTRY JUNEAU, AK 05801
COMM ISSION (S*07) 709 6150 Licensing Calls

(907) 789-6160 Other Business
(907) 789-6170 FAX
*07) 789-6180 BLS

INn-RNET: WWW.cfec state ak.us

March 21. 2005

I'he Honorable Ralph Samuels
Alaska State Representative

Dear Representative Samuels:

Passage of HB174 or its companion SB93 will provide the Commercial Fisheries Entry Commission
(CFEC) with the means to continue to support comn:erc:nl Fisheries. CFEC is funded by revenue
generated permit and license fees paid by the commercial fishing industry. CFEC fees have
traditionally generated more revenue than its budget required and those revenues have been used to
fund commercial fishing support projects in the Department of Fish and Game. Because ofa number
of factors, revenues in recent years have declined and fliere is a real threat in the near future revenues

will not be sufficient to cover even CFEC's budgetary obligations.

Lifting the statutory cap on permit fees in HB174/SB93 will require that CFEC revise its ann"al permit
fee schedule through the public hearing process. The public hearing process will provide the
opportunity for CFEC and the fishing .ommunity to work together to develop a fee structure that
reflects the statutory requirement that fees represent the economic return from the different fisheries
and the reality that fees must be reasonable and not unduly burden the industry

CFEC has already heard from fishermen and fishing associations on issues considered important in a
new fee proposal which would be developed for public comment. The public hearing process could
address, among others, such issues as: (1) a phase-in of fees over time that would provide the benefit of
a planned approach; (2) adjustments in permit fees to recognize vessel size in oruer that reasonable fees
are achieved; (3) adjustments in permit fees to reflect fisliing capacity restrictions; (4) adjustments in
fees where permit values may not be representative if no permit sales have occur. ;d for some time: and

other issues identified during the public hearing process.

CFEC will begin to develop a fee proposal and public hearing schedule based on comments received
during the legislative hearings. In this way, a timely proposal would be submitted for public comment
as soon as possible after passage of HB174/SB93. This will allow sufficient public hearing time for
industry comments before calendar year 2006 fees are required to be adopted in the fall of 2005.

CFEC gives its assurance that upon passage of HB 17-,/SB93 we will work with the commercial Ashing
community to develop a fair and reascuable permit renewal fee structure.

Sincerely.

Frank Homan, Commissionei
Commission Letter & Support



CFEC Revenue Received Compared To Authorized Receipt Supported Services Budget

AKSAS Actual Revenue

6.000.0

— Total CFEC RSS Obligation
(includes Lease, FF & CF)

—*-CFEC RSS Budget and

6,000.0 Fishermen's Fund

4.000.0

3.000.0

2,000.0

1,0000

AKSAS - Alaska Stale
CFEC - Commercial Fisheries Entry Commission
CF - Commercial Fisheries Division
FF - Fishermen's Fund
RSS - Receipt Supported Services

FY FY99 FY00 FYo1 FY02 FYO03 FYo4 FY05 FYOO FYG7 FYO08 FY09 FY10

Chart Inst updated:

Source: CFEC .
2110/2005 at 4:32 PM



CFEC VESSEL LICENSE FEES1
CURRENT AND PROPOSED

Vessel Number  Current Proposed
Length Fee Fee
0-25’ 3,484 $20 $35
25-50’ 5,600 $50 $80
50-75' 764 $100 $145
75-150' 447 $250 $310
150-250' 92 $500 $575
250 26 $750 $840
TOTAL 10,413

33.5% would increase only by $15
53.8% would increase only by $30
87.3% would increase only by $30 or iess

1AS 1(i.05.530 last amended in 1995

Source: CFEC 2/03/2005



Commercial Fisheries Entry Commission
Permanent Fuii-Time Budgeted Staff

45

40

35

3c

25

20

15

10

1986 1988 1992 1996 2000
WStaff 41 36 35 32 31

Percentage of Full Time 12.20% 14.63% 21.95% 24.39% 29.27% 2927%

positions lost since 1986

Last Updaiefl 2/10/05 135 pm
Source CFEC



State of Alask.
Commercial Figheries Eitry Cormission

Comparison of Permit Renewal Fees For 2005 Licensing Year Under Curventt Fee Schedule
and Under CFEC™s Proposed Methodology for Implementiing SB 93

Permit Counts By Base Fee Category
Febflaiy 102006

Under ;he propused methodology, no permits would fall into the omi'ted base fee categories.
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CS FOR HOUSE BILL NO. 174(RES)
N THE LEGISLATURE OF THE STATE OF ALASKA

TWENTY-FOURTH LEGISLATURE - FIRST SESSION

BV THE HOUSE RESOURCES COMMITTEE

O ffered:
Referred:

Spoiwir(s): REPRESENTATIVE SAMUELS

A BILL
TOR AN ACT ENTITLED

"An Act relating to commercial fishing permit and vessel license fees; and providing for
an effective date."

6? IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS 16.05.520(a) is amended to read:

(a) The vessel license includes a permanent number plate. The number plate

shall be accompanied by a tab affixed to the number plate [IT] designating the year
to be fished. A number plate is not transferable, and the number plate [IT] shall be
considered a permanent fixture upon the vessel upon which the number plate jIT| ts
originally placed. The number plate [IT] shall be securely fastened well forward on
the port side in plain sight. On a vessel with a superstructure the number plate shall
be fastened on the port side of the superstructure. A number plate remains the
property of the state. The Alaska Commercial Fisheries Entry Commission mav
establish In regulation a reasonable fee for the initial issuance of a permanent

number plate. If a permanent number plate is accidentally defaced, mutilated.

-1- CSHB 174(RES)
New Test: Underlined [DELETED TEXT BRACKETED)
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destroyed, or lost the person owning or operating the vessel shall immediately apply
for and may obtain a duplicate upon furnishing the Alaska Corr nercial Fisheries
Entry Commission with the peninem facts and a paymient of a reasonable fee

established by the commission by regulation that is not less than S2.

* Sec. 2. AS 16.05.530 is repealed and reenacted to ,ead:

Sec. 16.05.530. Renewal of vessel license, (a) Upon payment of the vessel
license fee and filing of the name and address of the owner of the vessel or the owner's
authorized agent, the name and number of the vessel, a description of the vessel, the
vessel license number, if any, the arci to be fished, and other reasonable information
required by the Alaska Commercial Fisheries Entry Commission the commission
shall issue a permanent number plate and a vessel license. |If the vessel has a
permanent number plate, the commission shall issue a vessel license and tab
designating the year the license is valid. The tab shall be placed in the space provided
on the permanent number plate.

(b) For calendar year 2006 and following years, the annual fee for a vessel
license issued or renewed under this section is set according to the overall length, as

defined by the United States Coast Guard, of the vessel under the following schedule:

(1) 0-25 FBEL i s $24
(2) over 25 feet - 50 fRE .. 60
(3) over 50 feet - 75 L. 120
(4) over 75 feel - 150 feet e 300
(5) over 150 feet - 250 fEEt .o 600

900.

(B) OVEF 250 TEEL oiviieeece e s

* Sec. 3. AS 16.43.160 is repealed and reenacted to read:

Sec. 11>.43.160. Fees, (a) Except as specifically provided in this section, the
commission shall establish annual fees for the issuance and annual renewal of entry
permits or interim-use permits.

(b) The commission may charge interest at a rate not to exceed the legal rate
of interest established in AS 45.45.010 on fees more than 60 days overdue,

(c) For an entry permit or an interim-use permit issued or renewed for

calendar year 2006 and following years, the annual base fee for issuance or renewal of

CSHB 174(RES) -2-

New Text Underlined [DELETED TEXT BRACXETFD]
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an eiitry permit or an inierim-use permit may not be less than $30 or more than
$3,000. The annual base fee must reasonably reflect the different rates of economic
return for different fisheries. In addition to the annual base fee established by the
commission under this subsection, a nonresident shall pay an annual nonresident
surcharge for the issuance or renewal of one or more entry permits or interim-use
permits. The commission shall establish the annual nonresident surcharge by
regulation at an amount that is as close as is practicable to the maximum allo”.\j Ly
law.

(d) For an entry permit or an interim-use permit issued or renewed for
calendar year 2006 and following years, the holder of a pemiit whose household
income, assets, and financial resources fall within the eligibility standards for the food
stamp program under 7 U.S.C. 2011 - 2025, as amended, is subject to an annual bare
fee for the issuance or renewal of an entry permit or an interim-use permit that is equal
to 50 percent of the annual base fee that the permit holder would otherwise pay under
(c) of this section. In addition to the reduced annual base fee under this subsection, a
nonresident who qualifies for a reduced fee under this subsection shall pay the annual

nonresident surcharge established under (c) of this section.
*Sec. 4. The uncodired law of the State of Alaska is amended by adding a new section to
read:
VESSEL LICENSE FEES FOR CALENDAR YEAR 2005. (a) Notwithstanding the
repeal and reenactment of AS 16.05.530, by sec. 2 of this Act, the annual license fee for a
vessel license issued or renewed for calendar year 2005 is set according to the overall length,

as defined by the United States Coast Guard, of the vessel under the following schedule:

(1) 0-25 TEEL oottt ettt eae b ne $20
(2) over 25 feet - 50 R e L. i 50
(3) OVEr 50 feet @ 75 FR O i s 100
(4) over 75 feet - 150 FR et e e 250
(5) over 150 feet - 250 FRE L. e 500
(0) OVEr 250 FEEL oot 750.
(b) Notwithstanding the repeal and reenactment of AS 16.05.530, by sec. 2 of this

Act. a vessel license issued or renewed for calendar year 2005 under the former provisions of

-3 CSHR 174(RES)
New Text Underlined [DELETED TEXT BRACKETED
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AS 16.05.530 before the effective date of sec. 2 of this Act is valid for the period for whi h

the license was issued or renewed.

* See. 5. Tue uncodified law of the State of Alaska is amended by adding a new section to
read:

FEES FOR ENTRY PERMITS AND INTERIM-USE PERMITS FOR CALENDAR
YEAR 2005. (a) Notwithstanding the repeal and reenactment of AS 16.43.160, by sec. 3 of
this Act, for an entry pe mil or an interim-use permit issued or renewed for calendar year
2005, on or after the effective date of sec. 3 of this Act, the annual base fee may rat be less
than $10 or more cium $300. The annual base fee must reasonably reflect the different rates of
jeconomic return for different fisheries. In addition to the annual base fee established by the
Alaska Commercial Fisheries Entry Commission under this subsection, a nonresident sh "
lav an annual nonresident surcharge for the issuance or renewal i fone or more entry pern
)r interim-use permits. The annual nonresident surcharge shall be established by the
:omm:ssion by regulation at an amount that is as close as is practicable to the maximum
illowed by law.

(b) Notwithstanding the repeal and reenactment of AS 16.43.160, by sec. 3 of this
Vet, for an entry permit or an interim-use permit issued or renewed for calendar year 20C5,
he holder of a permit whose household income, assets, and financial resources fall within the
ligibility standards for the food stamp program under 7 U S C. 2011 - 2025, as amended, is
ubject to a maximum annual base fee that is equal to 50 percent of the annual base fee that
le permit holder would otherwise ->ay under (a) of this section. In addition to the annual base
:e under this subsection, a nonresident who qualifies for a reduced fee under this subsection
ball pay an annual nonresident surcharge of $57 for the issuance or renewal of one or more
ntry permits or interim-use permits.

(c) Notwithstanding the repeal and reenactment oi AS 16.43.160, by sec. 3 of this
vt, an entry permit or an interim-use permit issued or renewed for calendar year 2005 under
ie former provisions of AS 16.43.160 before the effective date of sec. 3 of this Act is valid
or the pei iod for which the entry permit or the interim-use permit was issued or renewed.

* Sec. 6. This Act takes effect immediately under AS 01.10.070(c).

174(RES) | -4
llew Text Underlined [DELETED TEXT BRACKETED]



CFEC VESSEL FEES
CURRENT AND PROPOSED

Vessel Number  Current Current Proposed Proposed
Length Fee Revenue 20 % Fee  20% Revenue
0-25’ 3,484 $20 $69,680 $24 S83, 616
25-50' 5,600 $50 $280,000 $60 $336,000
50-75' 764 $100 $76,400 $120 $91,680
75-150’ 447 $250 $111,750 $300 $134,100
150-250' 92 $500 $46,00t $600 $55,200
250 26 $750 $19,500 $900 $23,400
TOTAL 10,413 $603,330 $723,996

Source: CFEC 3/29/2005



State of Alaska
Comercial Fideries Bitry Commission

Comparison of Permit Renewal Fees For 2005 Licasing Year Under Qurrent Fee Schedule
and Under CFEC S Proposed Methodology for Inplementing HB 174

Permit Counts and Estimated Revenue By Base Fee With $3000 Cap

varcn 2206
Current 2005 Permit Renewal Fees 2305 Fees Using Proposed Method

Base Number of Permits Estimated Base Number of Permits Estimated
Fee Residents Non-Residents Revenue Fee Residents Non-Residents Revenue
$3000 45 220 $795,000

A
$2 025 9 42 $103,275

i
$1,500 12 54 $99,000

A
$1,200 34 17 $61,200
$900 200 209 $368,100
$825 136 240 $310,200
$750 101 23 $93,000
$675 33 14 $31,725
$600 23 2 $15,000
$525 71 77 $77,700

1

A
$300 747 918 $499,500 $375 10 2 $4,500
$240 858 272 $271,200 $300 652 254 $271,800
$180 827 241 $192,240 $225 257 32 $65,025
$120 3,749 1,634 $645,960 $150 4,496 1,860 $953,400
$60 10,702 1,815 $751,020 $75 10,804 1,834 $947,850
Totals 16,883 4,880 $2,359,920 16,883 4,880 $4,195775

Under the proposed methodology, no permits would fall ""to the omitted base fee categories.



Fishery

BO5B
B25B
B26B
C26B
C4CE
C5AC
C5BE
C5DE
DO9D
DO9L
D10A
D11A
D91D
DIDA
GO1K
GO1L
GO1M
G31K
G34A
G34H
G34K
G34M
G34N
G34S
G34T
G34U
G34V
G34W
G34Y
G34z
HO1L
H21A
H34M
H7BK
H7CK
H7DK
1058
1068
1258
1268
161B
191B
KO9D
K090
K09Q
KO9X
K19A
L12T
L21C
MO013
MO5B
MO6B

State of Alaska
Commercial Figheries "atry Commission

Comparison of Fermit Renewal Fees For 2005 Licensing Year Under Current Fee Schedule
and Under CFEC"s Proposed Methodology for Impllementting HB 174 With $3000 Cap

Description

HAUBUT. HAND TRCLL, STATBAMDL

halibut, dinglebar troll, statewide

HALIBUT MECHANCALJG STATBNDE

SABLEASH MECHANICALJIG STATBNIDE

SABLEASH NET GEAR MAX VI LENGTH 50, PFRNCE WLIAMISOUND
SABLFASH AXED GEAR VAX ML LENGTH90. PRINCE WILLIAMSOUND
SABLEASH AXED GEAR VAX ML LENGTHB0. PRNCE WLLIAVISOUND
SABLFHRSH AXED GEARVAX WL LENGTH 35, PRNCE WILLIAM SOUND
DUNGENESS CRAB, POT GEARML UNDERGD" YAKUTAT
DUNGENESS CRAB, POT GEAR WL UNDER 60, CHGNK
DUNGENESS CRAB RINGNETS. SCUTHEAST

DUNGENESS CRAB. DIMING GEAR SCUTHEAST

DUNGENESS CRAB. FOT CEARML OVERGO  YAKUTAT
DUNGENESS CRAB 75 FOTS' CR23/6CF MAX, SOUTHEAST
HRRING RCE PURSE SHNE KCDIAK

HERRINGRCE, PURSE SHNE, CHGNK

HERRNGRCE PURSE SHNE AKPENNSULA

HERRINGRCE, GLLNET & PURSE SHNE KADIAK

HERRING RCE 6 FDBT, GLLNET, SOUTHEAST

HERRINGRCE GLLNET, GOCKINLET

I'BERRINGRCE GLLNET. KCDAK

HERRNGRCE GLLNET, AKPENNSULA

HRRNGRCE GLLNET NELSCNISLAND

HERRNGRCE GLLNET. SEOURTY QOE

HERRNGRCE GLLNET. BRISTOL BAY

HERRINGPCE GlIl.NET. NUNVAKISLAND

HERRINGRCE GLLNET. CAFEAVINCF

HERRINGRCE GLLNET, GOCDNEWS BAY

HERRINGRCE GLLNET CAPE ROVANZCF

HERRINGRCE GILINET. NORTONSOUND

HERRING FOCDIBAIT. RRE SHNE CHGNK

HERRING FOODBAIT, SPAANON KBLPPOUND, SOUTHEAST
HERRING FOCDBAIT. GLLNET AK PENINSULA
HERRINGFOODBAIT. OTTER TPAWL, AXEDWL 75 KCDIAK
HERRINGFOCDBAIT, OTTER TRAAL AXEDWL 70 KOOAK
HERRINGFOC3/BAIT. OTTER TRAAL. AXEDML60 KCDIAK
LINGQDD li«ND TROLL. STATENDE

LINGQCD, LONGLNEM. UNDER 60. STATBNIDE

LINGGO0 DNGLERAR TRCOLL. STATBNIDE

LINGGCD. MECHANICALJG STATEWDE

LINGQCD. LONGLI.EM_OVERE0 STATBNCE

UNG GCD. POT GEAR ML OVER60. STATEWDE

KINGCRAB POT GEARML UNDERGO  YAKUTAT

KINGCRAB. FOT GEART, UNDER 60. DUTCHHARBCR

KINGCRAB FOT GEARM. UNDER60. BERNGSEA

KINGCRAB ROT GEAR WML UNDERE0, SAINT LAARENCE ISLAND
REDBLUE KINGCRAB. FOT GEAR SOUTHEAST

HERRING SPAWN ON KELP. DVEHAND AICK BRISTOL BAY
HERRING SPAWN ON KELRIFOUND, SOUTHERN SCUTHEAST
MSCHLANEQUS SALTWATER ANASH PURSE SHINE STATBNIDE
MSCHLANECUS SALTWATER ANASH HAND TRCLL, STATBEANIDE
MSCHLANEOUS SALTWATER ANASH, LONGLINE VL UNDER60. STW

3206
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60

Actual
2005
Base Fee

$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
SoO
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60

2005 Base
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$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
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$75
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$75
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$75
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$75
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$75
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Fishery

M17B
M258
M268B
M37B
M61B-
PO9D
PO9E
P09J
P17E
P17J
PO1A
P91J
Q11A
Q11B
R18B
R23B
SO1E
SO1H
S01K
S01M
S02K
S03A
SO03H
S04D
S04H
S04P
s04T
S04W
S04X
s04Y
S04z
S05B
S06P
S15B
TO9K
T09Q
T10A
TO1K
TB9BK
U11A
U11B
YO5A
YO6A
Y25A
Y26A
Y61A
D09J
DY1L
GO1H
K91K
L21E
PO7J

State of Alaska

Commercial Fisheries Eitry Comission

Comparison of Permit Rer_enal Fees For 2005 Licensing Year Under Current Foe Schedule
and Under CFEC"s Proposed Methodology for Implementting HB 174 With $3000 Cap

Description

MSCHLANEOUS SA TWATERANASH BEAMITRAWL, STATBEAICE
MSCHLANEOUS SALTWATERANASH DNGLEBAR TROL., STATBANIDE
MSCH LANEOUS SALTWATER ANASH MECHANICAL JG S ATBNICE
MSCHLANEOUS SA TWATER ANASH PAR TRAW. STATBWNIDE
MSC SALTWATERANASH LONGUNE WL 60 1039, STW

SHRVP. FOT GEARVI UNDERED. | AUTAT

SHRIVP. FOT GEARVI UNDER Gy, PRNCE WLLIAMSOUND
SRIVP. FOT 3EARL INDERE)' WESTWARD

SFRVP. BEAVITRAAL. PRNCEWLUAM SOUND

SHRVP. BEAMTRAAL \VESTWARD

SHRIMP. ROT GEAR SOUTHEAST

SHRIVP. FOr GEARVL OV EREVWVESTWARD

SFACUCUVEBER DMNGGEEAR SOUTHEAST

FACQUOUVBER OMNG@EAR STATBEWDEUXALUDING SOUTHEAST
GAVS, SHOVE. STATBAICE

CLAVB MECHANICAL DGER STATEWDENQ SE CEODUXK
SAMON PURSE SENE PRNCEWILLIAMSOUND

SAMON PURSE SHNE GOKINLET

SAIMON PURSE SHINE KCDIAK

SALMON PURSE SHNE AKPENNSULA

QAIMON BEACHSEINE KODIAK

SALVMON DRIFTcij, t . SOU. GAST

SAMON r - FTALLNET GOCK.NIET

SALMON SET GLLNET, YAKUTAT

SALMON SETALLNET, GOCKINET

SAMON SET GLLNET, UPFER YLKON

SALIMON SETALLNET BRIS ALBAY

SAIMON SET GALLNET, njSKOKWIM

SAIMON SETGLLNFT KOTZEBLE

SAIMON SETQLLNET LOAERYLKON

SAIMON SETGLLNET, NCRTON SOUNO

SAMON HANDTRCLL STATBWNIDE

SALMON ASHWHEEL. UPPERYLKON

SAMON POAMERTROLL. STATBAIDE
TANNERCRAB (NOT BARD!). FOT GEAR WL UNDER@). KCDAK
TANNERCRAB FOT CEARWL UNDERED BERING SEA
-ANNERCRAB, RNGNET. SOUTHEAST

TANNERCRAB. FOT GEARVI OVER60. KCDAK

TANNER BARD (RAB POT GEARWL. UNDER 60\ KCDIAK
SFAURHN OMNGEEAR SOUTHEAST

SFAURCHN DMNGEEAR STATE WDHEXCLIUDING SCUTHEAST
DAEVERSAL SHH F ROCKHSH HAND TRCOLL, SOUTHEAST
CAVERSAL SHH FROKASH LONGI’NEVL UNDER 60\ SOUTHEAST
DCAEVERSAL SHH FROCKHSH DINGLEBAR TROLL. SCUTHEAST
DCAEVERSAL SHELF ROCKHSH VECHAN DALJIG SOUTHEAST
DAVERSAL SHHFROCKHSH LONGLINE M OVHRAE0, SOUTHEAST
DUNGENESS CRAB POT CEARWL UNDER 67 WESTWARD
DUNGEAESS CRAB FOT G2RVI OvR (), cHANK
HERRNGRCE FURSE SHNE QOCKINLET

King crab, pot gear vl over 60\ kodiak

h ERKGING SPAAN ON KELPPOUND, PRINCE WLLIAVISOUND
SFRWP, OHER TRAAL VVESTWARD
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Actual
2005
Base Fee

$60
$60
$60
$60
$300
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$60
$50
$60
$60
$60
$60
$60
$60
>60
$60
Uo
$60
$60
$120
>120
$120
$120
$120
$120

2005 Base

Fee Under

Proposed
Mevhodology

$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
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$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75
$75



Fisher/

TBYAK
BO6B
Co7B
C5CE
D91J
D91M
DICA
GO1T
HO1A
J1IA
K09Z
K59A
001A
S03M
S03T
TO9M
T090
D9BA
G02Z
H1DK
K29A
K39A
L21A
P17A
SO03E
S04K
S04M
colc
DO9M
HO1M
DOA/-.
M098
SO04E
3618
Co6B
K91Q
T19A
C09B
K99T
PO7E
f/91B
K49A
MO7B'
C61C
S01L
C61B
CP1B
T91Q
C61A
K69A
K91F
GO1A

State of Alaska
Commercial Figheries Bty C jnmission
Comparison of Pormit Renewal Fees For 23t™5 Licencing Year Under Current Fee Schedule
and Under CFEC™s Proposed Methodology for Implamenting HB 174 With >3000 Cap

Description

TANNERBARD CRAB, FOT GEARML OVER 60. KCDIAK
HALBUT. LONGLINEVL UNDERG0. STATBEWDE

SAB FASH OTTER TRAWL STATBNICE

SAB FASH AXED GEARMAX WL LENGTH 50. PRNCEWILLIAM SOUND
DUNGENESSCRAB POT GEARWL OVER 60. WESTWARD
DUNCENESS CRAB POT GEARWL OVER 60. AKFENINSULA
DUNGENESS CRAB 150 POTSICR 5% CF MAX, SOUTHEAST
HERRINGRCE PUPSE SHNE PRISTOL CAY
HERRNGFOCD/BAIT, FIRSE SHNE SOUTHEAST

CEODUCK A AVE DMNGGEAP SOUTHEAST

KING(RAB FOT GEARWVL UNCER 60. NCRTONSOUND
BROVIN KINGTANNER CRAB. FOT GEAR  SCUTHEAST

SALIMON PURSE SHNE, SCUTHEAST

SALMON DRFT GLLNET. AKPENINSULA

SALIMON CRFT GLLNET. BRSTAL BAY

TANNERCRAB FOT GEARML UNDERG0. AK PEMNCOUA
TANNERCRAB FOT GTARVLUNCER 60 DUTCHHARBOR
DUNGENESSCRAB. 225 PC'S/OR 3% CF MAX SOUTHEAST
HERRINGRCE, BEACH SHNE NCRTONSOUND

HERRING FOOOBAJT. PURSE SENE, AXED WL LENGTHG0. KCDIAK
REDBLUEBROANKING CRAB POT GEAR SOUTHEAST
BROANKINGCRAB POT GEAR SOUTHEAST
HERRING SPAAN CN KHLPROUND, NORTHERN SOUTHEAST
SHRIVP. BEAV TRAWL SCUTHEAST

SALIMON DRIFT GHLNET PRNCE WILLIAMSOUND
SAIMON SETGil LNET KCDIAK

SALIMON SETGLLNET, AKFENNSULA
SABLEASH POT GEARVL OVER60  SCUTHERN SCUTHEAST
DUNGENESSCRAB POT GEARML UNDER G0 AK PFENINSULA
HERRINGFOCDBAD FLRSE SINE AK FENINSULA
QUGENESS CRAB 300POTSICR 100%0F MAX SQUTHEAST
MSCHLANEOUS SATTWATERANASH POT GEARWL "NDER 60 STW
SAIMON SETGLLNET, FRNCEWILLIAM SOUND

HALIBUT ICNGLINEVLOVER60. STATBAICE

SAE FASH IONGUNI VI UNDERGD STATBAICE

KINGCH 8 POT CEARWVL OVER60. 3ERING SEA
TANNERCRAB POT GEAR SQUTHEAST

SABLFASH POT GEARWL UNCER@ED. STATBNICE
KINGCRAB POT GEARVI UNDERED. BRISTOL BAY

SHRIVP. OITER TRAAL, r RNCEWLLIAMSOUND
MSCHLANEOUS SA TWATERANASH POLGEARM. OVERG0 STW
REDBLUE KINGTANNERCRAB. FOT GEAR SCUTHEAST

MSC SALTWATERANASH OTTER TRAWL ML UNDERED, STATBAIDE
SABLFASH LONCL NEM_OVERED. SOU HERN SCUTHEAST
SALIMON PURE SENE CHGNK
SABLEASH LONOL NEVLOVER®D, STATHr OF

SAH EASH POT GEARM.OVER 60. STATBNIDE

TANNIR CRAB POT GEARVI OVER60 BERNG SEA

SAB FASH LONGLINE ML OVER&]. NORTHERN SCUTHEAST
REDBLUEBROAN KINGTANNERCRAB, FOT GEAR, SOUTHEAST
KINGCRAB PFOT GEARWL OVERE0, BRSTOL BAY

HERRING RCF. FURSE SHNE, SOUTHEAST

3202006

Resident
Permits

15
2211

37

72
67
13
44
71

162

71
900

35

o o

96
29
403
130
30

17
43
163
25
231
396

71
23
33
te
83
66

63
62
42
76
34

e XX ZZZXZ<ZZZZ<XZZZ<XZLZZ<X << << <<<K<K<K<ZZ<AL<K<Z <22 <22<x22< iir
N

Page 3

w 3>

Non-Residen
Permits

IN

338

~
~ Fsg“” ErLB5RBomowow

91t2

N~ Qo @

56

FS;1 SRS IS BN ~

125

PRI © ke N

17
88

145
2

180
17

Actual
2003
Base Fee

$120
$120
$120
$120
$120
$17°C
*120
$120
$120
$120
$120
$120
$120
$120
$120
$120
$120
$160
$180
$180
$130
$130
$180
$180
$180
$180
$180
$180
$180
$180
$240
$240
$240
$240
$240
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
$300
J300
$300

20C5Base

Fee Under

rroposed
Me'hodoloov

$75
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
$150
5'50
5150
5150
$150
$150
5225
$225
5225
$225
$275
$225
0300
$:ioo
$300
$300
$375
$375
$375
S525
$600
$675
S70U
$750
$825
$825
$825
$900
$900
$900
$1,200



State of Alaska

Commercial Figheries entry Commission

Comparison of Permit Remwa> Fees For 2005 Licensing Year Under Currernt Fee Schedule
and Under CFEC"s Propased Methodology for Implementing HB 174 Wirth $3000 Cap

3/33/205
Under
Limited
Fishery  Description Entry?
M61B*  MSC SATWATERANNSH LONGIINEVL OVER89, STW N
K910  KINGCRAB POT GEARWL OVER @D DUTCHHARBCR N
MO7B"  MSC SALTWATERHANASH OTTER TRAWL, L OVERS9. STATBAIDE N

Resident
Permits

12

9

45
16,$33

2005 Base
Actual Fee Under
Non-Resident 2005 Proposed
Permits Case Fee Methodologv
54 $300 $1,500
42 $300 $2,025
220 $300 $3,000

4,880

Using the methodology proposed in HB 174, CFEC woulo assess renewal fees oased on gross eam.ngs for the M61B and M07B
fisheries by splitting each fishery into two separate fisheries based on vessel length:

*«Me',8 Misc Saltwater Finfish, Longline VL >8) to 89' STW
«M61B Misc. Saltwater Finfish, longline VL OVER 89 STW

« MO7B Misc Sal*water Finfish. Otter Trawl VL to 59° STW
' M073 Misc. Salwatei Finfish, Otter Tram VL OVER 59' S3W

Page 4
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Date Referred to Committee: March 16, 2005 FURTHER REFERRALS:

Date of Committee Action:

The RESOURCES Committee considered: HB 197

HOUSE BILL NO. 197 °IL SPILL EXEMPTIONS FOR GAS WELLS

"An Act exempting certain natural gas exploration and production facilities from oil discharge prevention and
contingency plans and proof of financial responsibility, and amending the powers and duties of the Alaska Oil
and Gas Conservation Commission with respect to those plans; and providing for an effective date."”
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glagfea g>tate Hegisdature
State Capitol, Room 124

RRSE,' in Bl Juneau, AK 99801-1182

Rep. Carl Gatto Co-Chairs

Rep. Mary Kapsner Rep. Ralph Samuels

Rep. Gabrielle LeDoux (907) 465-2095 fax: 465-3810
' Rep. Jay Ramras

R B o (907) 465-3004 fax: 465-2070

Rep. Paul Seaton

1y o it ftetfourtcK Committee
FAX

Please deliver the following pages to: Legis. Legal
Fm: Staff, Resources Comnii

Fax #: 2029 Total number of pages incl. ding cover:

Date: 3/23/05 2:29 PM

Re: HB 197 24-LS0664\G

Please amend the above referenced resolution and return in final as the RES CS.
Page 3, lines 13-14

Delete “or refined petroleum products”

Page 4 ,1,ine 7-8

Delete “or refined petroleum products”

Page 4, Line 1

Insert “to” to read ...oil to the ground surface.

The information contained in this fax is CONFIDENTIaL and/or privileged. This fax is intended to be reviewed initially by only the
individual named above. If the reader of this transmittal page is not the intended recipient or a representative of the intended
recipient, you are herepy notified that any leview, dissemination, or copying of this fax or the Information contained herein is
prohibited. If you f ave received this fax in error, please immediately notify the sender by telephone and return this fax to the sender

at the above anrru s.

Thank you



Interim

600 Eas* Railroad Avenue
Wasilla, Alaska 99654

(907) 373-1842

Fax (907) 373-4729

ALASKA STATE LEGISLATURE

Fax

REPRESENTATIVE VIC ICOHRING
DISTRICT 14

House Bill 197
Sponsor statement

House Bill 197 clarifies the Department of Environmental
Conservation’s (DEC) authority to exempt gas exploration wells and
production facilities from oil discharge prevention and contingency plans
(“C-Plans™).  The legislation also removes the industry's burden of
financial responsibility required of wells that do not pose an oil spill
threat.

HB 197 fixes the unintended consequences of last year's HB 531.
That legislation, in part, limited previous exemptions for gas exploration
and production facilities for all shallow natural gas facilities to a narrow
exemption for "non conventional gas wells." The problem HB 197 seeks
to correct relates to the new definition of “non conventional gas." which
HB 531 defined as “coal bed methane, gas contained in shales or gas

hydrates."

Benefits of HB 197 include permitting DEC to focus its resources
on the rc/iew of C-Plans and proof of financial responsibility for those
gas exploration facilities that could potentially incur an oil spill. It also
gives DEC authority to conduct inspections the Legislature directed when
it changed the contingency plan review reneu'cd requirement from Lhree to
five years. In addition, the bill relieves industry from unnecessary
financial costs associated with preparing and implementing oil spill
contingency plans for gas exploration facilities where no threat of an oil
release spill exists. Lastly, HB 197 relieves industry from the costs
involving demonstrating proof of financial responsibility in response to oil
spills at gas exploration facilities, where no threat of spills exist.

E-Mail Repr«;entative Vic Kohnr.gft'lcgis ak ui ¢ Tl F'tt Dunn®, Seau tYtai Found i$IV) itrS ')8e>

Sesstirt

State Capitol Building
Juneau, Alaska 99801-1182

(907) 465-2136
(91/7) 465-3318



HB 197 -Sections? A nalysis

HB 197 clarifies DEC'S authority to exempt natural gas exploration wells
that do not pose a threat of an oil spill from the contingency plan and
proof of financial responsibility requirements. HB 197 corrects an
unintended consequence of H3 531, adopted in May 2004, that narrowed
of one of the exemptions for natural gas exploration and production
facilities from a broad exemption for all shallow natural gas facilities to a
narrow exemption for nonconventional gas wells. The 2004 legislation
defined “nonconventional gas" as only “coal bed methane, gas contained

in shales or gas hydrates."

HB 197 repeals the “nonconventional gas” provisions in AS 46.04.030(b)
and AS 46.04.040(b)(3)(A) and replaces them with a broader exemption in
AS 46.04.050(c). The new exemption would be for all natural gas
exploration wells that the Alaska 03 and Gas Conservation Commission
(AOGCC) determines that “evidence demonstrates with reasonable
certainty . . . will not penetrate a formation capable of flowing ofl to the

ground surface."

Section 1. Creates a new authorization in AS 31.05.030(1) for the AOGCC
to evaluate the likelihood that a well at a natural gas exploration facility
may penetrate a formation capable of flowing oil to the ground surface. If
the commission determines that evidence demonstrates with reasonable
certainty that a well at a natural gps exploration facility will not

penetrate a formation capable of (lowing oil to the ground surface, it shall
report its determination to DEC. Section 6 repeals the 2004 language
authorizing AOGCC to make exception determinations for
nonconventional gas wells since that authority is replaced by the new
authority in section 1 (AS 31.05.0300)1.

Section 2. Repeals the existing c-plan exemption for nonconventional gas
wells and replaces it with a broader exemption in section 5 by creating a
new subsection (c) in AS 46.04.050 (exemptions).

Section 3. Repeals the $25,000 financial responsibility requirement for
nonconventional gas onshore exploration facilities. Natural gas facilities
wou'd only be required to have financial responsibility under

AS 46.04.040 if the wells could penetrate a formation capable of flowing
oil to the surface. At which point, they would be required to have $1
million in financial responsibility as an onshore oil exploration facility.

Section 4. Clarifies the existing exemption for "natural gas production
facilities” and 'natural gas terminal facilities." Makes clear that the
exemption is not lost unless the facility produces, stores or transports
natural gas in combination with crude oil or the facility would qualify as

M arch 15, 2005
SECTIONAL



an oil terminal facility with storage capacity above 5,000 barrels of crude
oil or 10,000 barrels of noncrude oil.

Section 5. A new subsection to the c-plan and financial responsibility
exemptions would exempt a natural gas exploration facility if the AOGCC
determines under AS 31.05.030(1) that evidence obtained through
evaluation demonstrates with reasonable certainty that all of the
exploration wells at the facility will not penetrate a formation capable of
flowing oil to the ground surface. Ifthe AOGCC cannot make that
determination for all oi the wells at the exploration facility, the facility
would not be exempted. Similarly, if the drilling of a well does penetrate
such a formation a c-plan and financial responsibility would be required.

A new subsection (c) is added to define the term "natural gas exploration
facility” with similar exceptions to the exemption if the facility explores,
produces, stores or transports natural g”s in combination with crude oil
or ifit qualifies as a regulated oil terminal facility.

Section 6. Repeals the AOCCC nonconventional gas finding provision
that is replaced by new AS 31.05.0300) and removes the definition of
nonconventional gas from AS 46.04.900 since it is no longer used in

Chapter 4 of Title 46.

March 15, 2005 2



FISCAL NOTE

2005 LEGISLATIVE SESSION &l \ersian: HB 197
ORblish Date:
Revision Date/Time (Note if correction): Dept. Affected: Environ nental Conservation
Title Related to oil discharge prevention  contingency RDU Soill Prevention and i
plans for certain natural gas exptoraJon facilities ~ Component Industry Preparedi

Sponsor House Oil « Gas Committee Pipeline Operations

Requester House Oil & Gas Committee Component No. 1922

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless oihffwesi noted below

IOPERATING EXPENDITURES FY 2016  FT 20 FY 200 FY 2008~ FY 2010 FY 2011

Personal Services 0J .

Travel ab m

Contractual &0 00

Supplies 00 00

Equipment 00 00

Land & Structures QQ 00

Grants & Claims 00 0J

Miscellaneous 00 0B
TOTAL OPERATING u at

[CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) f

FUND SOURCE (Thousands of Doll

1002 Federal Receipts 0-0 (D . 00

1003 GF Match 00 0.0 0.0

1004 GF aiT 0.0 00

1005 GF/Program Receipts 0.0 as

1037 GF/Mental Health 00 0.0 00

Other (Specify Type-Do not abbicMate) 00 0.0 ao

TOTAL (10 0.0 00
Estimate of any current year (FY2005) cost: 0.0
Mark this box {X) if funding for this bill is included in the Governor's FY 2006 budget proposal:

POSITIONS

Full-time 0 g g g 0 O
Part-time 0 0

Temporary a 0 b
ANALYSIS: (Attach a separate page if necessary#

This bill will not have a financial impact on the department it clarifies DEC'S authority to exempt natural

gas exploration wells (that do not pose a threat of an oil spill) from contingency plan and proof of friandal
responsibility requirements. Itcorrects an untilended consequence of HB531 passed in May. 2004, which,
in part, narrowed the scope of that exemption fc-we the pre-existing broad exemption for all shadow natural
gas facilities, to a narrower exemption for "rwnconventional gas" wells, defined as strictly "coal betf
methane, gas contained in shales or gas hydrates". This bill repeals the V,unconventional gas" definition in
applicable DEC contingency plan statutes AS 46.04.030(h) and 040(b)(.ij(A) and replaces itwith broader
exemption language restated in AS 46.04.050(<:) f0 I' those natural gas exploration wells the AOGCC
determines will not penetrate a formation capable of flowing oil to the ground surface.”

Prepared by:  Larry Dietrick, Director Phone 465-5250
Division Spill Prevention and Response o A er Date/Time 3/14/053:41 PM
Approved by:  Kurt Fredriksson, Acting Commissioner C A3 U v M

Agency Department of Environmental cwiservation [ m—

(Rtvtsed VV23/2004 OMB)

FISCAL



HOUSE UUMMITI EE KEFC 1
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Date Referred to Committee: March 3,2005 FURT HER REFERRALS: Resources

Date of Conunittee Action: NVvi-K ISi

The HOUSE SPECIAL COMMITTEE ON OIL AND GAS considered: HB 197
HOUSE BILL NO. 197 OIL SPILL EXEMPTIONS FOR GAS WELLS

"An Act exempting certain natural gas exploration and production facilities from oil discharge prevention and
contingency plans and proof of financial responsibility, and amending the powers and duties of the Alaska Qil
and Gas Conservation Commission with respect to those plans; ana providing for an effective date."
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OVERVIEW DOCUMENT
Natural Gas Facility Exemption from
DEC Contingency Plan Requirements

This hill clarifies DEC’s authority to exempt natural gas exploration wells - that do not
poae a il real of an oil spill - from con’mgency plan and proof of financial responsibility
requirements. It corrects an unintended consequence of HB 531, which passed the
Legislature in May, 2004. That bill, in part, narrowed the scope of an exe mption (for
natural gas exploration and production facilities) from the preexisting broad exemption
for all shallow natural gas facilities, to a narrow exemption for ‘noncom cntional gas'
wells. The problem stems from the HB 531 definition of 'nonconventional gas’ as
strictly, “coal bed methane, gas contained in shales or gas hydrates.”

Benefits of the Legislation.

» Allows DEC to focus its resources on the review of c-plans and proof of financial
responsibility for those natural gas exploration facilities that could potentially
threaten the environment with oil spills; and

* Ensures that DEC can conduct the additional inspections and drills that the
Legislature envisioned would be nufxmt d when it changed the contingency plan
review renewal requirement from three to five years;

» Relieves industry from the unnecessary financial costs and schedule impacts of
preparing and implementing oil spill contingency plans for natural gas exploration
facilities where there is not a threat of an oil release from the well; and

0 Relieves industry from the unnecessary cost of demonstrating proof of financial
responsibility (i.e. insurance, bonds or letters of credit) to respond to oil spills at
natural gas exploration facilities where there is not a threat of an oil release from the

well.

The "fix" proposed through this bill repeals the “nonconventional gas" provisions in
applicable DEC contingency plan and financial responsibility stautes —AS 46.04.030(b)
and .040(b)(3)(A) —and replaces them with broader exemption language restated in

AS 46.04.050(c) for those natural gas exploration wells tnat the AOGCC determines the
evidence “demonstrates with reasonable certainty... will not penetrate a formation
capable of flowing oil to the ground surface.”

DEC haa used its existing authority in AS 46.04.050(b) for natural gas production wells
to exempt natural gas exploration wells where there is sufficient geological information
to determine that the wells will not penetrate a formation capable of flowing oil to the
surface. In consultation with AOGCC, DEC has determined such wells to be natural gas
production facilities under .050(b) even if sufficient information is unavailable to
quantify their commercial potential as development wells. This bill would clarify DEC’s
existing exemption authority in AS 46.04.050(b) by exempting all natural gas exploration
wells that arc not capable of causing an oil spill from the c-plan and financial
responsibility requirements. Sec 5.

BACKGROUND



EPA Deep Wells (Class 1)

What is the
UIC program?

Critical Initiatives

Classes of
Injection Wolls

Class |

Class I
Class llI
Class IV
Class V

State UIC Programs

Regul..l'ors &
Guidv -e

http: www.epa.gov.salewater/dic/classi.html

Paga 1o0i A

U.S. Environment*1 Protection Agency

Underground Injection Control Program

Recent Additions 1Cuocact U» | Prirt Version ~ Search: | 03

EPA Home > /Vjtec > Ground Water 4 Drinking Water > Underground Inlection Control Program >
Classes of Inlecfion Weth > Deep Wefts (Class )

Deep Wells (Class 1)

a EPA has completed and submitted to Congress a study of Class | wefts that

3

describes the current Ctass t L'iC Program, documents past compliance incidents
involving Class | wefls, and summarizes studies of human health risks associated
with Class | injection conducted for past regulatory efforts and policy
documentation. Read Class | Underground Injection Control Program: Study of
the Risks Associated with Class | Underground Injection Wells [PDF fife] (EPA
816-R-01-0071March 2001).

Class linjection wet facilities dispose of industrial hazardous, industrial
nonhazardous and municipal (non-hazardous) waste.

There are 272 active Ctass | injection facilities nationwide. Of these, 51 are
hazardous and 221 are non-hazardous. These 272 facilities maintain
approximately 529 Class | injection wells that are scattered throughout the US in
19 states. The greatest concentration are located in the Gulf Coast, Great Lakes
and the Floridian peninsular geographical regions.

Class | welts are mainly used in the following industries.

Petroleum Refining,

Metal Production,
Chemical ProducJon.
Pharmaceutical Production,
Commercial Disposal,
Municipal Disposal and
Food Production.

O 0O o0 oo oo

Class | injection wets are sited such that they inject below the lowermost USDW
and a confining zone above an injection zone. Injection zone resetvocrs typically
range in depth from 1,700 to over 10,000 feet below the surface.

Hazardous Waste Injection Wells
Injection of hazardous waste into deep wells began in the United States in the 1960s. A»

that time, the chemical industry was looking for a safe, relatively inexpensive method for
disposing of high volumes of waste that could be considered toxic. Technology was
borrowed from the oil and gas industry to develop this new form of disposal

There are 163 Class | hazardous waste injection wells located at 51 facilities.
Most are found in Texas (78) and Louisiana (18). Eleven of the facilities are
commercial hazardous waste injection facilities. These are the only facilities that
can accept hazardous waste generated offsite for injection. Ten of them are
located in the Guff Coast region while one is locatec in the Great Lakes region

Hazardous and Solid Waste Amendments to RCRA made UIC regulations (1988)
more stringent for Class | hazardous wells. This resulted in strict no-migration

standards and a petition approval process for continued operation of the wells. Of
the 51 Class | hazardous waste facilities, 47 have approved no-migration petitions
that cover 123 wells. To receive a no-migration petition the facility must be able to

i/i
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demonstrate that injected waste will not impact the biosphere (ground water or
surface water) for 10,000 years.

UIC Class | Deep/High Technology
Hazardous Waste

31 No HW W eis
'H 1-10 HW Wells

r.33 11-20 HW Wells

SCIl »70 HWWells

Non-Hazardous Waste Injection Wells

Non-hazardous deep injection wells have to meet ail the technical requirements of
hazardous waste wells. These wells inject industrial, low radiation and municipal wastes.
Some States include some mining wells in this group and require the operators of these
wells ot meet ali the requirements of other deep wells.

¢ There are 366 Class | non-hazardous injection wells nationwide. While these
wells are scattered through 19 states, most of them are found in the sl!ates of
Florida (112) and Texas (110).

* Florida is the only state with Class | municipal waste disposal wells (104).

You will need Adobe Acrobat Reader to view the Adobe PDF files on this
page. See EPA's PDF page for more information about getting and using
the free Acrobat Reader.

SatewaierH&rne | About Our Office | Publications | Calendar | Links | Office of Yyalsf | En Espa/tol

EPA Home | Privacy and security N 010 | Contact us

Last updated on Monday, February 14*1, 2005
URL: http;//www.epa.gov/safewatcfAic/dassi html

"WMWV.epa.gov/safcwatcr/uic/classi.html 3/15/2005
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EPA Oil and Gas Injection Wells (Class II) rage ior Z

What is the
UIC program™

Critical Initiatives

Classes of
Injection Wells
Class |
Class |l
Ctass Il
Class IV
Class V

State UIC Programs

Regulations &
Guidance

U.S. Environment*! Protection Agency
Underground Injection Control Fjﬁg_ogram
)

Recent Additions | Contact Us | Prior Version  Search:

EPAHe ' > jite >Ground Waters DrinJgnaWaifif > Underaiound |
i> Oland Gas Injection Wells (Class Il)

Oil and Gas Injection Wells (Class I)

The oil and gas production industry accounts for a large proportion of the fluids injected ir
the subsurface. Typicafly. when oi and gas are extracted, large amounts of salt water (bri
are also brought to the surface. This salt water can be very damaging if it is discharged in
surface water. Instead, aM states require that this brine be injected Into formations similar
those from which it was extracted. Over 2 billion gallons of brine are injected daily into
injection wells in the US.

The largest proportion of these brines are injected into formations that containtrace portic
of extractable oil aid gas. Injection of the brine can have the effect of enhancing product
of oil and gas from the formations, thus secondary recovery of oil and gas depends heavii
on injection. Furthermore, when States started to implement rules that prevented the disp
of brine to surface water bodies and soils, injection of this waste fluid became the prevale

form of disposal.

Class Il wells exist wherever there is production of oil and gas. There are approximately
167,000 oil and gas injection wells in the US, most of which are used for the secondary
recovery of oil. In this process water is pumped into the formation that contains some
residual hydrocarbons. A portion of the hydorcarbons are recovered, along with the injec
water, by extraction or production welts. In a common configuration, one injection well is
surrounded by 4 or more extraction wells. The recovered fluid is treated to remove most *
the hydrocarbons in a device called a separator. Tne other type of oil and gas injection wi
a disposal well. In this type of well, excess fluids from production and some other ictivitie
directly related to the production process are ir jeted solely for the purpose of disposal.

Ciass Il wells have to follow strict construction and cor,version standards except when
historical practices in the State and geology allow for different standards. A Ctass Il well tl
follows EPA federal standards is buiM very much the same as a deep or Ctass | well. In 1<
Congress added Section 1425 to the Safe Drinking Water Act, that controls underground
injection, relieving Ctass flwell programs in the States from having to meet the 'echnical
requirements in the UIC regulations. Instead, they can make a demonstration that the Sta
has an '... effective program (including adequate record-keeping and reporting) to proven
underground injection which endangers drinking water sources."

Most of lhe oil and gas injection wells are located .n the Southwest, with Texas having the
largest njmber (53,000) and California, Oklahi ma and Kansas following some distance
behind with 25,000, 22,000 and 15,000 wells respectively.

http://www.cpa.eov/safewater/uic/classii.htm! 3/15/2005
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number: 1
2005 LEGISLATIVE SESSION Bill Version: CSHB 198(FSH)
(H) Publish Date: 3/21/05

Revision Date/Time (Note if correction): Dept. Affected: Fish and Game
Title An act relating to aquatic Erdu Commercial Fisheries

and providing for an effective dcu Component Fisheries Development
Sponsor Representative Elkins
Requester House Fisheries Committee Component No. 1942

Expenditures/Revenues (Thousands of Dollars)

Note: Amounts do not include inflation unless otherwise noted below.

OPERATING EXPENDITURES FY 2006 FY 2007 FY 2008 FY 2009 FY 2010 FY 2011

Personal Services
Travel
Contractual
Supplies
Equipment

Land & Structures
Grants & Claims

Miscellaneous

TOTAL OPERATING 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | | | | |

ICHANGEIN REVENUES ( ) | | | | |

FUND SOURCE (Thousands of . ars)
100? ederal Receipts

1003 GF Match

1004 GF

1005 GF/Program Reo pts

1037 GF/Mental Health

Other (Specify Type-Do not abbreviate)
TOTAL 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2005) cost: __ 1o
Mark this box (X) If funding for this bill is included in the Governor's FY 2006 budget prorosal:

POSITIONS
Full-time
Part-time
Temporary

JANALYSIS: (Attach a separate pago if r >c”ssary)

one 465-6137
Date/..me 3/17/05 1:26 PM

Prepared by: Sarah Gilbertson
Division Legislative Liaison

Approved by. Acting Commissioner Wayne Regelin Date 3/17/2005

Agency Alaska Department of Fish & Game

(Revised 12/2003 OMB) Page lof 1
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March 15, 2005
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Mission Statement To develop, expand, ami enhance

Southeast . L A
1s new and existing dive fisheries In Southeast Alaska
i A Alaska

R Regional
D Dive Julie Decker, Executive Director
. i Box 2138, Wrangell, AK 99929
F Fisheries Ph: 907-874-3110; Fax: 907-874-4270
A Association mfo@sardfa.org

www.sardfa.org

Co-Chairs of the House series Committee
Representative GabrielL h noux
Representative Bill Thova

March 16, 2005
RE: Supportfor HB 198 / SB 126 - Aquatic Farming

Dear Representatives LeDoux and Thomas,

I am writing on behalf of the Southeast Alaska Regional Dive Fisheries Association
(SmRDFA) to support HB 198 / SB 126, companion bills related to aquatic farming.
SARDFA is a non-profit, economic development corporation whose mission is to develop,
expand and enhance new and existing d've fisheries in Southeast Alaska. SARDFA's
Board of Directors represents the commercial harvest divers, processors, and
communities of Southeast. Currently, three dive fisheries exist in Southeast: sea
urchins (80 permit holders), sea cucumbers (330 permit holders), and geoducks (80

permit holder*".

Over the past six years, there has been a deep controversy over which group has the
right to harvest the wild stocks of geoducks on farm sites: farmers or fishermen. Judge
Thompson ruled that insignificant wild gsoducks could be taken by farmers, and
significant stocks, or those that woulo "attract and support a dive fishery”, could be

taken by the common property oive fishery.

Last April, the Alaska Supreme Court upheld the Thompson ruling, but further stated
"the department lacked statutory authority to give aquatic farmers exclusive rights to
the existing wild stocks". Since then, SARDFA has worked with the State and the
farmers f2 compromise on an acceptable implementation of the Courts’
rulings. HB 198/ SB 126 are the resultofthat work.

HB 198 / SB 126 are necessary for three reasons. First, this legislation will give the
department the statutory authority to allow aquatic farmers to harvest insignificant wild
stocks on sites. Second, this legislation will end confusion for farmers, the department,
anc the courts regarding approval or denial of future farm applications. Third, this
legislation will deal with the mess leftover by inconsistent decisions regarding the siting


mailto:mfo@sardfa.org
http://www.sardfa.org

of the current 20-30 geoduck farm permits by allowing fanners who have already
planted on sites, which may contain more than an insignificant amount of wild stocks, to
harvest those stocks and pi,y "reasonable compensation™ to the state as a levy.

SARDFA understands the farmers also support this legislation, but would like to see the
bill amended to specify the amount of ‘reasonable compensation' (Section 3, line 19).
SARDFA does not believe it ir necessary to set this "reasonable compensation™, or levy,
in statute. As the Department of Law has explained it, the State is approaching the
development of this particular resource in a completely new way with this levy and
SARDFA believes it would be more practical to allow flexibility to the Department of Fish
and Game (ADF&G) to set the levy in regulations.

h. -vever, if the Legislature believes it is necessary to fix the levy in statute, SARDFA
strongly encourages the Legislature to set the levy as high as possible.
SARDFA believes the higher the levy is, the smaller the net profit to hie farmer will be,
and consequently the lesj incentive there will be to the farmer to poach wild geoducks
from off of farm sites. Poaching of geoducks by licensed farms in remote areas of
Alaska Is a serious concern for SARDFA. Geoduck poaching has been a big problem for
the State of WA, as a quick search on the Google web site will show you. Proper
enforcement of farm site boundaries relative to the harvest of wild stock is highly
unlikely for farmers operating 365 days per year. In other words, what's to stop a
farmer from sliding down the beach a half mile from his farm site to harvest wild

geoducks, making a substantial profit?

The Alaska Shellfish Growers' Association (ASGa) agreed to a compromise with SARDFA
last spring. Part of that compromise states: "In the event a site contains more than
12,000 pounds (of geoducks), the farmers would be allowed to harvest everything, but
the net proceeds from anything over the cap (12,000) would go to the state's general
fund. In other words, the farmer would be allowed to harvest and sell the 'overages’,
but would be required to give any sales proceeds over direct harvesting, transporting
and processing expenses to the general fund” (see attached compromise). Although
this agreement does not state the exact rate of levy, the essence of the agreement is
that there should be N0 net profit by farmers on wild stocks that are considered

significant, or common property resource.

Farmers have suggested setting the levy at 30% of the average ex-vessel value (or price
paid to fishermen) during the most recent commercial fishery. However, farmers are
not fishermen. Farmers are a combination of fishermen and processors, and will receive
a price similar to the first wholesale value that processors in the geoduck fishery receive.
Therefore, if the levy is based on the ex-vessel value, the rate should be higher to

reflect the difference between the values.

In comparison, the last geoduck auction held by the State of Washington (WA) on
January 6, 2005, saw high bidders pay the State of WA an average of $6.61 per pound
for the right to harvest wild geoducks. If an average first wholesale value for live
geoducks was approximately $8 per pound, the "compensation™ paid *othe State of WA
for wild geoducks would be 82.6% of the first wholesale value. SARDFA recommends
setting the levy at 80% of the average ex-vessel value of the most recent commercial



fishery, which is one step below the ' Resale value and would properly allow for
fluctuations in the market.

The most important concept to remember when discussing the rate of levy is that a
higher rate will give less incentive to farmers to poach geoducks.

Thar.k you for your time and consideration. SARDFA supports passage of this bill in its
current form.

Sincerely,

Members of:
Southeast Conference
United Fishermen of Alaska
Pacific Coast Shellfish Growers Assoc.
Interstate Shellfish Sanitation Conference

Julie Decker, Executive Director

Cc: Senator Bert Stedman

Representative Jim Elkins

Alan Austerman, Governor's Fishei ies Policy Advisor
Tim Barry, Aid to Senator Stedman

Jim Van Horn, Chief of Staff, Rep. Elkins
David Bedford, Deputy' Commissioner, ADF&G
Sarah Gilbertson, Legislative Liaison, ADF&G
Rodger Painter, Vice-President, ASGA

Mark Vinsel, Executive Director, UFA

Bobby Thorstenson, President, UFA

Board of Directors, SARDFA



A Joint Letter of Agreement between
the Alaskan Shellfish Growers Association and
the Southeast Alaska Regional Dive fisheries Association

Dear Alaska Policymakers:

The Alaskan Shellfish Growers Association (ASGA) and Soutlie ist Alaska
Regional Dive Fisheries Association (SARDFA) agree to the following package of
statutory and regulatory changes to resolve long-standing controversies over how the
state should deal with “standing stocks” c f geoduck cirms on aquatic farm sites.

Both organizations are committed to supporting the implementation of the
provisions of the agreement, including the passage of legislation and adoption of
regulations.

We urge quick action in approving the legislation and adopting the regulation
necessary to carry out the agreement.

ASGA vice president SARDFA executive direc*or

Shelfish grower and diver
agreement



Description of ASGA-SARDFA Compromise

rhe Alaskan Shellfish Growers Association (ASGA) and Southeast Alaska
Regional Dive Fisheries Association (SARDFA) have reached agreement on a package of
statutory, regulatory and administrative actions to resolve the long-standing controversy
of how to handle nature’ stocks of geoduck clams on new aquatic farm sites.

The agreement was reached in the wake ofan Alaska Supreme Court decision that
already has resulted in the closure of geoduck fanning operations near Ketchikan and cast
a legal cloud over most other existing littletk.ck and geoduck farming operations.
Complicating the issue is that seed purchases by the closed geoduck operations are
considered vital to the viability of the shellfish hatchery in Seward.

While this agieement was negotiated directly by divers and farmers, it also has
I>een endorsed by the parties involved in the original lawsuit and the Murko ski
Administration. Here are elements of the agreement.

How the “Standing Stock” Issue is Resolved

The Supreme Court said current statutes do not provide the Alaska Department of
Fish and Game clear authority to allocate any standing stocks of geod’ ck clams to
aquatic farmers. While the decision was directed at geoducks, it has clear implications
for other species, such as littleneck clams.

Statutes would be amended to allow aquatic farmers to select sites with
“insignificant” amounts of wild stocks, essentially codifying a an earlier superior court
decision. This would be defined in statute as an amount less than what it would take to
support a commercial fishery. ADF&G would further define what “insignificant” means
in regulation.

How Existing Farms will bt Affected

Existing geoduck farms would be allowed to continue operations, but would have
to meet the provisions of the new statute and accompanying regulations.

How the State Will Determine How Many Clams are on a Farm Site

Population surveys will be conducted by the state or by the applicant with state
oversight. The surveys will require a high confidence level to increase accuracy. The
fanner will be required to pay for the surveys.

How Harvests of Standing Stocks will be Managed

The agreement would define “insignificant” as less than 12,000 pounds of
geoduck clams per farm site. Harvests by farmers would be “capped” at 12,000  rnds.
If the amount of standing stocks exceeds the 12,000-pound cap, the farmer would t>e able
to continue harvesting to clear the sites for future crops, but the “net proceeds” of such
sales would go into the state general fund.



SARDFA-ASGA Compromise

1. Insignificant populations of geoducks would be defined as 12,000 pounds or
less.

Legislation must provide ADF&G with the authority to allow formers ability to harvest
insignificant populations of wild stocks on form sites. The language should be added to

16.40.100 Aquatic Farm and Hatchery Permits.

2. Harvest of standing stocks of geoducks would be limited to no more thtn
12,000 per form site.

This cap could be imposed by regulation as long as the language added to AS 16.40.100
gives ADF&G the ability to limit harvests by fanners.

3. Is the event a r*e contains more than 12,000 pounds, the farmers would be
allowed to harvest everything, bat the net proceeds from anything over the
cap would go to the state’s general fluid. In other words, the fanner would
be showed to harvest and sell the uo erages,” hut would he required to give
any sales proceeds over direct harvesting, transporting and processing
expenses to the general fund.

If net sales proceeds of overages are to flow into the state treasury, it will require some
authorizing language in statute. While the funds could not be dedicated to support
activities such as geoduck development programs, ASGA will work with SARDFA
annually to ensure the legislature allocates the funds accordingly.

4. Surveys used to determine whether a proposed geoduck /arm site contains
1..O00 pounds of standing stocks would use a mid-point rather than lower
be 'ind estimate. This standard also should be applied to the commercial

fishery.

This is designed to increase the accuracy of the surveys and prevent the approval of sites
with more than the 12,000-pound cap. This can be accomplished in regulation with no
statutory changes necessary. However, it is uncertain whether ADF&G managers will
agree to shirt survey confidence levels foi fishery managemen; of geoducks.
ADF&G deputy commissioner David Bedford did agree the department would work with
SARDFA to study ways to improve survey accuracy.

5. Existing geodnck aquatic farm permit holders should be “grandfathered in,
but should be held to the cap.

The goal is to ensure existing permits would be valid, but permittees would be held to the
12,000-pound cap. Harvests that occurred prior to the legislation would not be counted
toward the 12,000-pound limit.



Amendment to HB198
Offered in the House Resources Committee
Bv Representative Elkins
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Stale Capitol

REPRESENTATIVE BILL THOMAS Juneau AK, 99801-1182
907-461-3732

888-461-3732

FAX 907-465-2652

Sponsor Statement
HB 218

“An Act relating to cost recovery fisheries for private nonprofit hatchery facilities”
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FISCAL NOTE

STATE OF ALASKA Fiscal Note Number

2005 LEGISLATIVE SESSION Bill Version HB 218
() Publish Date:

Revision Date/Time (Note if correction): Dept. Affected Commerce

Title Private Hatchery Cost Recovery Fishr ries RDU Investments (122)
Component Investments

Sponsor Thomas

Requester House Fisheries Component No 383

Expenditures/Revenues (Thousands of Dollars)
Note Amounts dn not include inflation unless otherwise nofed below.
OPERATING EXPENDITURES FY?006 FY 2007 FY 2008 FY 200*3 FY 2010 FY 2011

Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous
TOTA1 OPERATING 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES | | |
| | | | | |

(Thousands of Dollars)

ICHANGE IN REVENUES ( ) |

FUND SOURCE

1002 Fedc al Receipts

1003 GF Match

1004 GF

1005 GF/Program Receipts

1037 GF/Mental Health

Other (Specify Type--Do not abbreviate)
TOTAL

0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY200S) cost:
Mark this box () if fund'ng for this bill is Included in the Governor’s FY 2006 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a separate page it necessary)

This legislation would allow private non-profit aquaculture associations to utilize 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 nave no fiscal impact on the division

Phone 907.465 2510
Date/Time 4/14/05 7 08 PM

Date 4/14/2005

Prepared by: Greg Winegar, Director
Division Investments

Approved by: Edgar Blatchford, Commissioner.
Agency Commerce, Community, and Economic Development

(Roinwj 9232004 QVB) Page 1of 1

FISCAL



