


Senate Bill 326 enacted by the 22nd Alaska Legislature directed the Alaska 
Departm ent of Environmental Conservation (DEC) to evaluate the potential 
benefits and consequences of the state assum ing primacy of the NPDES 
program. The Departm ent released “S ta te  o f  A la s k a ’s  A ssum ption  o f  the  
National Pollutant D ischarge Elimination S y s te m  -  A Report to the A la ska  
L egisla ture" in Janu f ~r 2004.

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
h ttp ://w w w .sta te .ak .us/dec/w ater/npdes/w ork  gro rp.htm .

R ep re sen ta t io n

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

• Oil and gas i id u str, sector
• Mining indu try sector
• Seafood industry sector
• Timber industry sector
• 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 nrem ents and 
constraints.
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Workgroup proceedings, findings and recommendations were captured in a 
report: National Pollutant Discharge Elimination S y s tem  Primacy Workgroup  
Report (2005). That report is available on the Departm ent's web site.
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The majority of the wo.-kgroup recommended or did not object to Alaska’s 
assum ing primacy for the NPDES permit program. The workgroup’s findings 
included the following recommendations for a state-run NPDES program.

1. Opportunity for permittee review of the draft and proposed final p ermits 
prior to issuance.

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

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

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

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

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

7. SuKmit a primacy application to EP^ by Ju n e  2006.

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

9. 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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A workgroup 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 
recom m endations were captured in a report: National Pollutant Discharge Elimination  
S ystem  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 assum ing primacy for the NPDES permitting 
program.
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Id e n ti f ie d  B ene fits

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 requirem ents 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 docum ents.

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

Id en tifie d  C once rn s

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

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

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

6 . A state program may not provi< .e tl . degree of certainty currently in place a t 
EPA
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D e p a r tm e n t  o f  E n v i r o n m e n t a l C o n s e rv a t io n  
N PD E S  P r im a c y  

O v e rv iew

Backg round

Section 402 of the Clean Water Act (CWA) requires tha t 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 Idaho, New Mexico, 
New Hampshire and M assachusetts.

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.

Nlf‘D £S Progr? m  C om ponen ts

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

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

2. Stom  w ater 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  Enforcem ent which includes monitoring compliance with 
permit term s 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 M anagem ent Program  which regulates the disposal of sewage 
treatm ent byproducts, or “sludge.”
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D e p a r tm e n t  o f  E n v i r o n m e n t a l C o n s e rv a t io n  
N PD E S  P r im a c y  

O v e rv iew

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

NPDES P rim acy  A pp lic a tion

Alaska m ust subm it an application to EPA to assum e NPDES primacy. That
application includes:

1. A letter from  ihe Governor requesting approval of the sta te ’s application;

2. A program  narrative  that describes how the state will issue permits, ensure 
permit compliance, perform enforcement, fund the program, track issued 
permits and enforcement actions, and subm it periodic reports to EPA;

3. An A ttorney General s ta tem en t of legal authority that confirms the sta te’s 
laws and regulations are sufficient to implement the NPDES program;

4. A signed Mt m orandum  o f  Agreem ent ^MOA) between the state and EPA that 
establishes timeframes for the state to assum e authority for the program 
components over a five-year period; and

5. A compliance a ssurance  agreem ent developed between the State and EPA 
that describes the methods the State will employ to assure that permittees 
comply with the term s and conditions of their permits.



ALASKA F O R E S T  A SSO C IA T IO N  
111 ST ED M A N  #200 

K ETC H IK A N , AK 99901 
907-225-6114

March 1. 2005

Representative Jay Ram ras, Co-Chair 
House Resources Com m ittee 
Alaska State House of Representatives 
State Capitol 
Juneau, AK 59S6i

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

Dear Representative Ramras:

The Alaska Forest Association supports the DEC proposal to manage the N °D ES 
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. W e 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 o f 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 after a TM DL 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 l a s k a  F o r e s t  A u s o c  S u p p o r t



6. The appeals process lor permits is expected to be more efficient under State 
Primacy. For instance, under State Prim at < there would be no automatic slay o f 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



S B  1 1 0 / H B  1 5 3  - N P D E S  P i  i m a c y

Background: SB 110/HB 153 authonzes the stale to apply to U.S. Environmental 
Protection Agency (EPA) for the right to issue federal w astewater 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 o f 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 
in a d e q u a te  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 com pliance 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 
s ta ff  estimates.

H a rm  from  Inadequa te  Fund ing : If the legislature fails to appropriate the funds needed each year, the 
state 's  salmon streams and overall water q' 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 A laska’s econom y ex, and. Needed: Legislative intent to 
fund the NPDES p ro g ram  adequa te ly  over the long-term.

In ap p ro p r ia te  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. E lim inate  Sec. 4(h)(2) and  4(h)(3).

Lack o f  O utside Consultations: Under state primacy there no longer will be Tribal govemment-to- 
govem m ent 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 o f consultants to develop permits. Problems with using co n su ltan t 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: A m end Sec. 4(h)(4) so 
it addresses  potential conflicts o f  interest and  increase D EC staff  estimates.

The legislation extends the mandate of the undemocratic and unrepresentative NPDES primacy 
workgroup. Needed: Amend Sec. l(b)(2> so the w orkgroup  is represen ta tive  o f  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 A laska’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/AW W U.pdf.

A laska C onservation  Voters - 419 6 lh Street,  Ju n e a u  AK 99801 - 463-3366 - www.acvoters.org

http://http.7vvww.state.ak.us/dec/watcr/npdes/pdfs/AWWU.pdf
http://www.acvoters.org
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ALASKA MINERS ASSOCIATION, INC.
J305 Arctic DlvtJ.. #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 o f 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 o f  only five states that has not taken primacy for NPDES.

The mining industry has considered this option o f the 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 c also 
had concerns that DEC may not hu/e personnel with the expertise and ability to take o tcr 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 o f 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 f  the Alaska M iner, 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

l o S S d

Steven C. Bon II, P E 
Executive Director

enclosure

cc: Resource Committee Members

http://www.atas




R epresentative Ralph Sam uels
H ouse  D is t r ic t  29

I IB  174 
S p o n s o r  S t a t e m e n t

"A n  Act relating to com mercial fishing perm it 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 differentia! on a “per person” rather 
than a “per permit basis.

Nonresidents who qualify fo ra  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: A laska C apitol B uilding, .Juneau, AK 99801. 1907) 465-2095 
In terim : 716 W. 4!h Ave, S u ite  630, A nchorage, AK 99801, (907) 269-0240
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Key Provisions of HB 1 7 4

RE: Com m ercial Fishing Perm it and Vessel License Fees

To com ply with recent rulings in C arlson  v. State o f  A laska, clarify that the nonresident 
fee differential will be charged on a “per person” basis, rather than a “per perm it” basis.

Nonresidents w ho renew more than one permit in a yeai have been paying in  
additional amount, al ove what a resident would pay, for each perm it thev ienew. 
U nder a recent ruling in Carlson, the state may only charge the nonresident 
differential (surcharge) to each nonresident one time per year, regardless o f  the 
num ber o f  permits they renew.

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

Current law provides that residents m d  nonresidents who qualify for the reduced 
fee may pay one-half o f  the base fee for the fisheiy, and that nonresiderts will 
also pay an additional am ount equal to only one-half o f  the allowable nonresident 
differential.

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

While current law calls for annual base fees for permits to “reasonably reflect the 
different rates o f economic return for different fisheries,” the current $300 cap 
places an artificial ceiling on the fee structure. This results in fisheries w nh a very 
high econom ic 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 
o f  respective fisheries.

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

Fees are currently broken into 6 vessel size categories from sm allest (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, 3 0 ,45 , 60, 75, and 90.

A uthorize CFEC to charge reasonable fees far initial issuance and replacem ent o f the 
number plates issued to vessels for displaying the vessel’s ADF&G num ber and annual 
vessel license renewal stickers.

K e y  P r o v i s i o n s  H B  : 7 4



HOUSE COM M ITTEE E E P O °T

Date Referred to Committee: March 29, 2H05 

Date of Committee Action: J I j
The RESOURCES Committee considered: 

HOUSE BILL NO. 174

(9)
FURTHER REFERRALS: Finance

HB 174
FI '1ING PERMIT AND VESSEL LICENSE FEES

"An Act relating to commercial Fishing permit and vessel license nd providing for an effective date."
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FISCAL NOTE
STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision D ate/Time (Note if correction):
Title Annual commercial fishing permit

Fiscal Note Number
Bill Version:
() Publish Date

Dept Affected 
'RDU

H B174

pis' and Game

• nd vessel license fees
Comm. Fish Entiy Commission

Sponsor
Requester

Representative Samuels
House Fisheries Committee

Component Commercial Fisheries Entry 
Commission 

Component No. 471

E x p en d itu re s /R ev en u es (Th*. js a n d s  of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERA T IN G  E X PEN D ITU RES FY 2 0 0 6 FY  2007 FY 2 0 0 8 FY  2 0 0 9 FY  2 0 1 0 FY 2011  |
Personal Services 0.0 0.0 0.0 0.0 0.0 0.0
Travel 0.0 0.0 0.0 0.0 00 0.0
Contractual 0.0 0.0 00 0.0 0.0 0.0
Supplies 0.0 0.0 10 0.0 0.0 0.0
Equipment 0.0 0.0 00 0.0 0.0 0.0
Land & Structures 0.0 0.0 0.0 0.0 0.0 0.0
Grants & Claims 00 0.0 0.0 0.0 0.0 0.0
Miscellaneous 0.0 0.0 0.0 0.0 uO 0.0

TOTAL O PERA T IN G 0.0 0.0 0.0 0.0 0.0 0.0 I

CAPITAL EX PE N D IT U R E S | 0 .0 I o .o 00 0.0 0.0 0.0
CHANGE IN PE V E N U E S  ( ) I 2 ,3 0 0 .0 | 2 ,1 8 8 .2 2 ,0 8 1 .9 | 1 ,9 8 0 .7 I 1 ,8 8 4 .4 1 ,7 9 2 .8
FUND S O U R C E
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 0.0 0.0 0.0

0.0E stim a te  o f  a n y  cu rren t y e a r (F Y 2 0 0 5 ) c o s t :
M ark th is  h ox  (X ) if fu n d in g  f o r  th is  b ill is  in c lu d ed  in the G o v e rn o r 's  FY  2 0 0 6  b udg e t p ro p o s a l :
PO S IT IO N S
Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary o| 0 O1 0 0 0

A N A LYS IS : (Attach a separate p a g e  if necessary)

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 amount r  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 ea u i 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

Phone 907-790-6960
Daie/Time 3/21/05 12:55 PM

Date 3/21/2005

(Revsed 9/23/2904 OMB) P ag e  1 of 2

Fiscal



FISCAL NOTE

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 
FY07 without oassage of HB174. While passage o f 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 d ifficu lt’ 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

STATE OF ALASKA BILL NO. HB174__________
2005 LEGISLATIVE SESSION



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 o f  Alaska (UFA) represents th ity -onc Alaska commercial fishing 
groups and hundreds o f individual lisherrnen, crew members and related businesses. The 
UFA Board o f  Directors recently met and discussed HB 174 regarding Commercial 
Fisheries Entry Comm ission (CFFC) fees.

The current cap o f $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 o f  concern to fishermen in the fisheries 
most affected, but the process o f  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 o f  eliminating or raising the CFEC cap to accomplish the same 
goal - that commercial fishing permit fees fully fund 'he Commercial Fisheries Entry 
Commission.

Respectfully,

' / Y [ / y ^  /?. y
Mark D. Vinscl 
Executive Director

MEMBER ORGANIZATIONS
Alaska Crab Coalition • Alaska Draggers Association ■ Alaska Lonqline 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 ■ Southeast 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 
J tn o a u . A laska  9 9 8 0 1 -1 1 7 ?  

<9071 5 8 6 -2 8 2 0  
(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 o f  A laska (UFA) represents thirty-one Alaska commercial fishing 
groups aiid hundreds o f  individual fishermen, crew members and related businesses. The 
UFA Board o f  Directors recently met and discussed HB 174 regarding Commercial 
Fisheries Fntry Commission (CFEC) fees.

The current cap o f  $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 o f  concern to fishermen in the fisheries 
most afiected, but the process o f  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 o f  eliminating 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' Aquaculture 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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March 21. 2005

I’he Honorable Ralph Samuels 
Alaska State Representative

Dear Representative Samuels:

Passage o f HB174 or its companion SB93 will provide the Commercial Fisheries Entry Comm ission 
(CFEC) with the means to continue to support com n:erc:nl Fisheries. CFEC is funded by revenue 
generated perm it and license fees paid by the com m ercial 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 o f  Fish and Game. Because o f  a num ber 
o f  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 perm it 
fee schedule through the public hearing process. The public hearing process will provide the 
opportunity for CFEC and the fishing .om m unity 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 o f  fees over time that would provide the benefit o f  
a planned approach; (2) adjustments in perm it 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 com m ents received 
during the legislative hearings. In this way, a timely proposal would be submitted for public com ment 
as soon as possible after passage o f HB174/SB93. This will allow sufficient public hearing time for 
industry com ments before calendar year 2006 fees are required to be adopted in the fall o f  2005.

CFEC gives its assurance that upon passage o f  HB 17-,/SB93 we will work with the commercial Ashing 
com munity to develop a fair and reascuable perm it renewal fee structure.

Sincerely.

Frank Homan, Commissionei
C o m m is s io n  L e t te r  & S  u p p o rt
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C F E C  V E S S E L  L I C E N S E  F E E S 1 
C U R R E N T  A N D  P R O P O S E D

Vessel

Length

N um ber Current

Fee

Proposed

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

T O T A L 10,413
I

33 .5%  would increase only by $15 
53 .8%  would increase only by $30 
87 .3%  would increase only by $30 or iess

1 A S  l(i.05.530 last amended in 1995 

Source: CFEC 2/03/2005



C o m m e r c ia l  F i s h e r i e s  E n t r y  C o m m i s s i o n  
P e r m a n e n t  F u i i-T im e  B u d g e t e d  S ta f f

4 5

40

35

3c

25

20

15

10

0
1986 1988 1992 1996 2000

■ Staff 41 36 35 32 31

Percentage of Full Time 

positions lost since 1 986 12.20% 14.63% 21.95% 24.39% 2 9 . 2 7 % 2927%

Source CFEC
Last Updaiefl 2/10/05 1 35 pm



State of Alask.
Commercial Fisheries Entry Commission

Comparison of Permit Renewal Fees For 2005 Licensing Year Under Current Fee Schedule
and Under CFEC's Proposed Methodology for Implementing SB 93

Perm it C o u n ts  B y  B a s e  Fee C a te g o ry
Febfuaiy 10.2005

Under ,‘he propused methodology, no permits would fall into the omi'ted base fee categories.
*
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CS FO R H O U SE  BILL NO. 174(RES)

rN THE LEGISLATURE OF THE STATE OF ALASKA 

TW ENTY-FOURTH LEGISLATURE - FIRST SESSION

BV T H E  H O U S E  R E S O U R C E S  C O M M IT T E E

O ffe red :
R e fe r re d :

S p o iw ir(s ) : R E P R E S E N T A T IV E  S A M U E L S

A BILL 

TOR AN AC T EN TITLED  

"A n  Act rela ting  to com mercial fishing perm it and vessel license fees; and  providing for 

an effective da te ."

6? IT E N A C T E D  BY T H E  L E G IS L A T U R E  O F  TH E  STATE O F  ALASKA:

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

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

shall be accompanied by a tab affixed to the num ber plate [IT] designating the year 

to be fished. A number plate is not transferable, and the n u m b e r  plate [IT] shall be 

considered a permanent fixture upon the vessel upon which the n u m b e r  plate j I T | ts 

originally placed. The n u m b e r  p late [IT] shall be securely fastened well forward on 

the port side in plain sight. On a vessel with a superstructure the n u m b e r  plate shall 

be fastened on the port side o f  the superstructure. A num ber plate remains the 

property o f  the state. The A laska Com m ercial Fisheries Entry Commission mav 

establish In regulation a reasonab le  fee for the initial issuance o f  a perm anent 

n u m b e r  plate. If a permanent number plate is accidentally defaced, mutilated.

-1-
New Test: U n d e r l i n e d  [DELETED TEXT BRACKETED)

CSHB 174(RES)
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destroyed, or lo s t 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 o f  a reasonab le fee 

established by the com m ission by regulation th a t is not less than  S2.

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

Sec. 16.05.530. Renew al o f vessel license, (a) Upon payment o f  the vessel 

license fee and filing o f  the name and address o f  the ow ner o f  the vessel or the owner's 

authorized agent, the name and number o f  the vessel, a description o f  the vessel, the 

vessel license number, if  any, the arc i to be fished, and other reasonable information 

required by the Alaska Commercial Fisheries Entry C om m ission  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, o f the vessel under the following schedule:

(1) 0 - 2 5  feet ................................................................................................$24

(2) over 25 feet - 50 f e e t .............................................................................. 60

(3) over 50 feet - 75 f e e t ..........................................................................  120

(4) over 75 feel - 150 f e e t ..........................................................................300

(5) over 150 feet - 250 f e e t ....................................................................... 600

(6) over 250 feet ....................................................................................... 900.

* 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 o f entry 

permits or interim-use permits.

(b) The com mission may charge interest at a rate not to exceed the legal rate 

o f  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 o f

CSHB 174(RES) -2-
New T e x t  U n d e r l i n e d  [ DELETED TEXT BRACXETFD]
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2

an eiitry permit or an inierim-use permit may not be less than $30 o r  more than 

$3,000. The annual base fee must reasonably reflect the different rates o f  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 o f  one or more entry permits or interim-use 

permits. The com m ission shall establish the annual nonresident surcharge by 

regulation at an am ount that is as close as is practicable to the maximum aJlo” . v(j  L>y 

law.

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

calendar year 2006 and following years, the holder o f 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 o r renewal o f an entry permit or an interim-use permit that is equal 

to 50 percent o f  the annual base fee that the permit holder would otherwise pay under

(c) o f 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) o f this section.

* Sec. 4. The uncodi^ed law o f 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 o f  AS 16.05.530, by sec. 2 o f  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, o f the vessel under the following schedule:

(1) 0 - 2 5  feet .............................................................................................................$20

(2) over 25 feet - 50 f e e t .......................................................................................   50

(3) over 50 feet • 75 f e e t ........................................................................................ 100

(4) over 75 feet - 150 f e e t .......................................................................................250

(5) over 150 feet - 250 f e e t .....................................................................................500

(o) over 250 feet .................................................................................................... 750.

(b) Notwithstanding the repeal and reenactment o f AS 16.05.530, by sec. 2 o f this 

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

-3-
New T e x t  U n d e r l i n e d  [DELETED TEXT BRACKETEDJ
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AS 16.05.530 before the effective date o f sec. 2 o f  this Act is valid for the period for whi h 

the license was issued or renewed.

* See. 5. Tue uncodified law o f the State o f  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 o f  AS 16.43.160, by sec. 3 o f 

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 o f  sec. 3 o f  this Act, the annual base fee m ay r a t  be less 

than $10 or more cium $300. The annual base fee must reasonably reflect the different rates o f  

jconomic return for different fisheries. In addition to the annual base fee established by the 

Alaska Comm ercial Fisheries Entry Comm ission under this subsection, a nonresident sh " 

lav an annual nonresident surcharge for the issuance or renewal i fo n e  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 

il lowed by law.

(b) Notwithstanding the repeal and reenactment o f AS 16.43.160, by sec. 3 o f this 

Vet, for an entry permit or an interim-use permit issued or renewed for calendar year 20C5, 

he holder o f  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 o f  the annual base fee that 

le permit holder would otherwise ->ay under (a) o f  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 o f  $57 for the issuance or renewal o f one or more 

ntry permits or interim-use permits.

(c) Notwithstanding the repeal and reenactment oi AS 16.43.160, by sec. 3 o f this 

vt, an entry permit or an interim-use permit issued or renewed for calendar year 2005 under 

ie former provisions o f  AS 16.43.160 before the effective date o f  sec. 3 o f this A ct is valid 

•r 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).

WORK DRAFT WORK DRAFT 24-LS0676\lr
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C F E C  V E S S E L  F E E S  
C U R R E N T  A N D  P R O P O S E D

Vessel

Length

Number Current

Fee

Current

Revenue

Proposed 

20 % Fee

Proposed 

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

TO TA L 10,413 $603,330 $723,996

Source: CFEC 3/29/2005



State of Alaska
Commercial Fisheries Entry Commission

Perm it C oun ts and Estim ated R evenue By B ase  Fee W ith $3000 Cap
Marcn 29.2005

Comparison of Permit Renewal Fees For 2005 Licensing Year Under Current Fee Schedule
and Under CFEC’s Proposed Methodology for Implementing HB 174

C u r r e n t  2 0 0 5  P e rm i t  R e n e w a l F e e s  2<3 0 5  F e e s  U s in g  P r o p o s e d  M e th o d
B ase
Fee

N um ber of Perm its Estim ated
R evenue

B ase
Fee

N um ber of Perm its E stim ated
R evenueR esiden ts N on-R esidents R esiden ts N on-R esidents

$ 3 0 0 0
A

45 220 $795,000

$2 025

i

9 42 $103,275

$1,500
A

12 54 $99,000

$1,200
1

34 17 $61,200

A
$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
1

71 77 $77,700

$300 747 918 $499,500
A
$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

T o t a l s 1 6 ,8 8 3 4 , 8 8 0 $ 2 ,3 5 9 , 9 2 0 1 6 ,8 8 3 4 ,8 8 0 $ 4 ,1 9 5 , 7 7 5

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



State of Alaska
Commercial Fisheries 'entry Commission

3/39/2C05

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

Fishery Description

Under
Limited
Entry?

Resident
Permits

Non-Resident
Permits

Actual 
2005 

Base Fee

2005 Base 
Fee Under 
Proposed 

Methodoloav

B05B HAUBUT. HAND TROLL, STATEW1DL N 170 0 $60 $75
B25B halibut, dinglebar troll, statewide N 4 1 $60 $75
B26B HALIBUT MECHANICAL JIG, STATEWIDE N 72 3 $60 $75
C26B SABLEFISH. MECHANICAL JIG, STATEWIDE N 8 0 $60 $75
C4CE SABLEFISH, NET GEAR MAX VI LENGTH 50, PRINCE WILlIAM SOUND Y 1 0 $60 $75
C5Ac SABLEFISH, FIXED GEAR MAX VL LENGTH 90. PRINCE WILLIAM SOUND Y 1 0 $60 $75
C5BE SABLEFISH. FIXED GEAR MAX VL LENGTH 60. PRINCE WiLLIAM SOUND Y 3 0 $60 $75
C5DE SABLEFISH. FIXED GEAR MAX VL LENGTH 35’, PRINCE WILLIAM SOUND Y 10 0 $60 $75
D09D DUNGENESS CRAB, POT GEAR VL UNDER 60" YAKUTAT N 0 1 $60 $75
D09L DUNGENESS CRAB, POT GEAR VL UNDER 60, CHIGNIK N 1 0 $60 $75
D10A DUNGENESS CRAB RING NETS. SOUTHEAST Y ' 5 0 $60 $75
D11A DUNGENESS CRAB. DIVING GEAR SOUTHEAST Y 1 1 SoO $75
D91D DUNGENESS CRAB. POT GEAR VL OVER 60 YAKUTAT N 1 1 $60 $75
D9DA DUNGENESS CRAB 75 POTS,'OR 25% OF MAX, SOUTHEAST Y 91 10 $60 $75
G01K HFRRING ROE. PURSE SEINE. KODIAK Y 5“i 14 $60 $75
G01L HERRING ROE, PURSE SEINE, CHIGNIK N 4 0 $60 $75
G01M HERRING ROE. PURSE SEINE, AK PENINSULA N 9 0 $60 $75
G31K HERRING ROE, GILLNET & PURSE SEINE. KODIAK Y 2 0 $60 $75
G34A HERRING ROE 6 FD'BT, GILLNET, SOUTHEAST Y 78 37 $60 $75
G34H HERRING ROE. GILLNET, COOK INLET N 39 0 $60 $75
G34K i 'ERRING ROE. GILLNET. KODIAK Y 80 9 $60 $75
G34M HERRING ROE. GILLNET, AK PENINSULA N 4 0 $60 $75
G34N HLRR'NG ROE. GILLNET NELSON ISLAND Y 123 4 $60 $75
G34S HERRING ROE. GILLNET. SECURITY COVE N 44 35 $60 $75
G34T HERRING ROE, GILLNET. BRISTOL BAY N 137 58 $60 $75
G34U HERRING POE Glll.NET. NUNIVAK ISLAND Y 39 4 $60 $75
G34V HERRING ROE GILLNET. CAPE AVINOF N 77 0 $60 $75
G34W HERRING ROE. GILLNET, GOODNE WS BAY Y 138 0 $60 575
G34Y HERRING ROE. GILLNET CAPE ROMANZOF Y 59 0 $60 $75
G34Z HERRING ROE. GILlNET. NORTON SOUND Y 183 59 $60 $75

H01L HERRING FOODI8AIT. PURSE SEINE. CHIGNIK N 1 0 $60 $75
H21A HERRING FOOD/BAIT, SPAWN ON KELP/POUND. SOUTHEAST N 19 3 $60 $75
H34M HERRING FOOD/BAIT. GILLNET AK PENINSULA N 22 0 $60 $75
H7BK HERRING FOODiBAIT. OTTER TPAWL, FIXED VL 75 KODIAK Y 0 1 $60 $75
H7CK HERRING FOOD/BAIT, OTTER TRAWL. FIXED VL 70 KOOIAK Y 1 0 $60 $75
H7DK HERRING FOC3/BAIT. OTTER TRAWL. FIXED VL 60' KODIAK Y 0 2 $60 $75
I05B LING COD. li«ND TROLL. STATEWIDE N 20 0 $60 $75
I06B LING COD. LONGLINE VL UNDER 60. STATEWIDE N 18 2 $60 $ /5
I25B LING COO. DINGLEBAR TROLL. STATEWIDE N 72 3 $60 $75

I26B LING COD. MECHANICAL JIG. STATEWIDE N 42 2 $60 $75
I61B LING COD. LONGLl’.E VL OVER 60 STATEWIDE N 1 0 $60 $75
I91B UNG COD. POT GEAR VL OVER 60. STATEWIDE N 2 1 $60 $75
K09D KING CRAB. POT GEAR VL UNDER 60 YAKUTAT N 1 0 $60 $75
K09O KING CRAB. POT GEAR1', UNDER 60. DUTCH HARBOR N 1 0 $60 $75
K09Q KING CRAB. POT GEAR VL UNDER 60. BERING SEA N 2 0 $60 575
K09X KING CRAB POT GEAR VL UNDER 60, SAINT LAWRENCE ISLAND N 4 0 $60 $75
K19A RED/BLUE KING CRAB. POT GEAR. SOUTHEAST Y 5 0 $60 $75
L12T HERRING SPAWN ON KELP. DIVE/HAND PICK. BRISTOL BAY Y 201 6 $60 575

L21C HERRING SPAWN ON KELP/POUND, SOUTHERN SOUTHEAST Y 159 16 $60 $75
M013 MISCELLANEOUS SALT WATER FINFISH. PURSE SEINE. STATEWIDE N 1 0 $60 $75

M05B MISCELLANEOUS SALTWATER FINFISH. HAND TROLL, STATEWIDE N 72 4 $60 $75
M06B MISCELLANEOUS SALTWATER FINFISH, LONGLINE VL UNDER 60. STW N 687 60 $60 575
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State of Alaska
Commercial Fisheries Entry Commission

Comparison of Permit Rer.ewal Fees For 2005 Licensing Year Under Current Foe Schedule
and Under CFEC's Proposed Methodology for Implementing HB 174 With $3000 Cap

j/39/2005

Fishery Description

Under 
Lii lited 
Entry?

Resident
Permits

Non-Resident
Permits

Actual 
2005 

Base Fee

2005 Base 
Fee Under 
Proposed 

Mevhodoloqy

M17B MISCELLANEOUS SALTWATER FINFISH. BEAM TRAWL, STATEWIDE N 4 0 $60 $75
M258 MISCELLANEOUS SALTWATER FINFISH. DINGLEBAR TR0L., STATEWIDE N 10 0 $60 $75
M26B MISCELLANEOUS SALTWATER FINFISH. MECHANICAL JIG. S ATEWIDE N 445 51 $60 $75
M37B MISCELLANEOUS SALTWATER FiNFISH. PAIR TRAWl. STATEWIDE N 1 0 $60 $75
M61B- MISC SALTWATER FINFISH. LONGUNE VL 60' 1C 89’. STW N 48 11 $300 $75
P09D SHRIMP. POT GEAR VI UNDER 60‘. i AKUTAT N 15 0 $60 $75
P09E SHRIMP. POT GEAR VI UNDER Cv. PRINCE WILLIAM SOUND N 1 0 $60 $75
P09J SHRIMP. POT 3EARVL 1 'NDER 60" WESTWARD N 14 0 $60 $75
P17E SHRIMP. BEAM TRAWL. PRINCE W.LUAM SOUND N 5 0 $60 $75
P17J SHRIMP. BEAM TRAWL. WESTWARD N 2 0 $60 $75
P91A SHRIMP. POT GEAR SOUTHEAST Y 271 21 $60 $75
P91J SHRIMP. POT GEAR VL OVER 60V WESTWARD N 5 0 $60 $75
Q11A SEA CUCUMBER. DIVING GEAR. SOUTHEAST Y 258 72 $60 $75
Q11B SEA CUCUMBER. OlVING GEAR. STATEWIDE/uXCLUDING SOUTHEAST N 23 5 $60 $75
R18B CiAMS, SHOVE'. STATEWIDE N 30 25 $60 $75
R23B CLAMS MECHANICAL DIGGFR. STATEWIDE/NOi SE GEODUCK N 1 0 $60 $75
S01E SALMON. PURSE SEINE. PRINCE WILLIAM SOUND Y 188 67 $60 $75
S01H SALMON PURSE SEINE COOK INLET Y 69 8 $60 $75
S01K SALMON. PURSE SEINE. KODIAK Y 267 85 $60 $75
S01M SALMON. PURSE SEINE. AK PENINSULA Y 83 26 $60 $75
S02K oAlMON. BEACH SEINE. KODIAK Y 25 5 $60 $75
S03A SALMON. DRIFTci- j , t r. SOUl. CAST Y ?51 120 $60 $75
S03H SALMON, r  - FT GILLNET COOK .NlET Y 386 172 $60 $75
S04D SALMON. SET GILLNET, YAKUTAT Y 127 32 $60 $75
S04H SALMON. SE T GILLNET, COOK INLET Y 611 120 $60 $75
S04P SALMON, SET GILLNET, UPPER YUKON Y 53 0 $60 $75
S04T SALMON, SET GILLNET BRIS’ OL BAY Y 693 277 $60 $75
S04W SALMON. SET GILLNET, njSKOKWlM Y 732 4 $60 $75
S04X SALMON SET GILLNFT KOTZEBUE Y 148 4 $60 $75
S04Y SAlMON. SET GILLNET LOWER YUKON Y 561 5 $60 $75
S04Z SALMON. SET GILLNET, NORTON SOUNO Y 139 2 $60 $75
S05B SALMON. HAND TROLL STATEWIDE Y 961 118 $60 $75
S06P SALMON. FISH WHEEL. UPPER YUKON Y 100 2 $60 $75
S15B SALMON. POWER TROLL. STATEWIDE Y 756 186 $60 $75
T09K TANNER CRAB (NOT BAIRDI). POT GEAR VL UNDER 60-. KOD'AK N 89 8 $50 $75
T09Q TANNER CRAB, POT GEAR VL UNDER 60D BERING SEA N 1 0 $60 $75
T10A - ANNER CRAB, RING NET. SOUTHEAST N 105 2 $60 $75
T91K TANNER CRAB. POT GEAR VI OVER 60. KOD'AK N 20 6 $60 $75

TB9BK TANNER BAIRDI CRAB. POT GEAR VL UNDER 60\ KODIAK Y 106 6 $60 $75
U11A SEA URCHIN. OlVING GEAR. SOUTHEAST Y 34 38 $60 $75
U11B SEA URCHIN. DIVING GEAR. STATE WIDE/EXCLUDING SOUTHEAST N 3 1 $60 $75
Y05A DEMERSAL SHELF ROCKFISH, HAND TROLL, SOUTHEAST N 15 1 >60 $75
Y06A DEMERSAL SHELF ROCKFISH, LCNGl’NE VL UNDER 60\ SOUTHEAST N 181 6 $60 $75
Y25A DEMERSAL SHELF ROCKFISH. DINGLEBAR TROLL SOUTHEAST N 8 1 C: o $75
Y26A DEMERSAL SHELF ROCKFISH MECHANl DAL JIG, SOUTHEAST N 11 1 $60 $75
Y61A DFMERSAL SHELF ROCKFISH. LONGLINE VI OVFR60', SOUTHEAST N 28 1 $60 $75
D09J DUNGENESS CRAB. POT GEAR VL UNDER 6C7 WESTWARD N 24 3 $120 $75

D91L DUNGENESS CRAB POT GEAR VI OVER '0, CHIGNIK N 1 0 >120 $75
G01H HERRING ROE PURSE SEINE COOK INLET Y 6 0 $120 $75
K91K King crab, pot gear vl over 60\ kodiak N 4 1 $120 $75
L21E hERKiNG SPAWN ON KELP/POUND, PRINCE WILLIAM SOUND Y 2 0 $120 $75
P07J SHRIMP, OHER TRAWL. WESTWARD N 2 0 $120 $75
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State of Alaska
Commercial Fisheries Entry C jmmission

3/29/2005

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

Fisher/ Description

III
=> 

U 
u’

Resident
Permits

Non-Residen
Permits

Actual 
2003 

Base Fee

20C5Base 
Fee Under 
r’ ro posed 

Me'hodoloov

TB9AK TANNER BAIRDI CRAB, POT GEAR VL OVER 60. KODIAK Y 15 4 $120 $75
B06B HALIBUT. LONGLINE VL UNDER 60. STATEWIDE N 2.211 338 $120 $150
C07B SABLEFISH. OTTER TRAWL. STATEWIDE N 0 3 $120 $150
C5CE SABLEFISH. FIXED GEAR MAX VL LENGTH 50. PRINCE WILLIAM SOUND Y 37 3 $120 $150
D91J DUNGENESS CRAB. POT GEAR VL OVER 60. WESTWARD N 9 2 $120 $150
D91M DUNGENESS CRAB POT GEAR VL OVER 60. AK PENINSULA N 1 0 $1?C $150
D9CA DUNGENESS CRAB. 150 POTS/OR 50% OF MAX, SOUTHEAST Y 72 11 *120 $150
G01T HERRING ROE. PUPSE SEINE. PRISTOL CAY N 67 16 $120 $150
H01A HERRING FCOD/BAlT, F'JRSE SEINE. SOUTHEAST N 13 1 $120 $150
J 11A GEODUCK CLAMS. DIVING GEAP SOUTHEAST Y 44 34 $120 $150
K09Z KING CRAB. POT GEAR VL UNDER 60. NORTON SOUND N 71 5 $120 $150
K59A BROVIN KING/TANNER CRAB. POT GEAR. SOUTHEAST Y 3 1 $120 $150
o01A SALMON. PURSE SEINE, SOUTHEAST Y 162 222 $120 $150
S03M SALMON. DRIFT GILLNET. AK PENINSULA Y 71 77 $120 $150
S03T SALMON ORIFT GILLNET. BRISTOL BAY Y 900 911 $120 $150
T09M TANNER CRAB. POT GEAR VL UNDER 60. AK PEMNOUIA N 11 2 $120 $150
T09O TANNER CRAB. POT GTAR VL UNDER 60 DUTCH HARBOR N 3 0 $120 $150
D9BA DUNGENESS CRAB. 225 PC'S/OR 75% OF MAX. SOUTHEAST Y 35 8 $160 $150
G02Z HERRING ROE, BEACH SEINE. NORTON SOUND Y 4 1 $180 $150
H1DK HERRING FOOO/BAJT. PURSE SEINE, FIXED VL LENGTH 60. KODIAK Y 5 0 $180 $150
K29A RED/BLUE/BROWN KING CRAB POT GEAR. SOUTHEAST Y 5 0 $130 $150
K39A BROWN KING CRAB POT GEAR. SOUTHEAST V 4 1 $130 $150
L21A HERRING SPAWN ON KELP/POUND. NORTHERN SOUTHEAST Y 96 14 $180 5 '5 0
P17A SHRIMP. BEAM TRAWL SOUTHEAST Y 29 2 $180 5150
S03E SALMON. DRIFT GH LNET PRINCE WILLIAM SOUND Y 403 135 $180 5150
S04K SALMON, SET Gil LNET KODIAK Y 130 56 $180 $150
S04M SALMON. SET GILLNET, AK PENINSULA Y 30 17 $180 $150
C91C SABLEFISH POT GEAR VL OVER 60 SOUTHERN SOUTHEAST Y 3 1 $180 5225
D09M DUNGENESS CRAB POT GEAR VL UNDER 60' AK PENINSULA N 6 1 $180 $225
H01M HERRING FOOD/BAD PURSE Sf INE. AK PENINSULA N 17 5 $180 5225
D9A/-. OU'GENESS CRAB 300POTS/OR 100%OF MAX. SOUTHEAST Y 43 5 $240 $225
M098 MISCELLANEOUS SALTWATER FINFISH POT GEAR VL "NDER 60 STW N 163 15 $240 $2?5
S04E SALMON, SET GILLNET, PRINCE WILLIAM SOUND Y 25 5 $240 $225
361B HALIBUT ICNGLINE VL OVER 60. STATEWIDE N 231 122 $240 0300
C06B SABLEFISH. IONGUNl VI UNDER 60’ STATEWIDE N 396 125 $240 $:ioo

K91Q KING CH/ 8. POT GEAR VL OVER 60. 3ERING SEA N 9 5 $300 $300 |
T19A TANNER CRAB POT GEAR. SOUTHEAST Y 16 2 $300 $300
C09B SABLEFISH. POT GEAR VL UNDER 60'. STATEWIDE N A 1 $300 $375
K99T KING CRAB, POT GEAR VI UNDER 60'. BRISTOL BAY N 3 1 $300 $375
P07E SHRIMP. OTTER TRAWL, r RlNCE WILLIAM SOUND N 3 0 $300 $375
f/91B MISCELLANEOUS SALTWATER FINFISH PO1 GEAR VL OVER 60' STW N 71 77 $300 S525
K49A RED/BLUE KING/TANNER CRAB. POT GEAR. SOUTHEAST Y 23 2 $300 $600

M07B' MISC SALTWATER FINFISH. OTTER TRAWL. VL UNDER 60', STATEWIDE N 33 14 $300 $675
C61C SABLEFISH. LONCL NE VL OVER 60'. SOU! HERN SOUTHEAST yi te 6 $300 S70U
S01L SALMON. PURSE SEINE CHIGNIK Y 83 17 $300 $750
C61B SABLEFISH. LONCL NE VL OVER 60', STA TElr Of N 66 88 $300 $825
CP1B SAELEFISH. POT GEAR VL OVER 60'. STATEWIDE N 5 7 $300 $825
T91Q TANNtR CRAB. POT GEAR VI OVER 60 BERINC- SEA N 63 145 $300 $825
C61A SABLEFISH. LONGLINE VL OVER 60'. NORTHERN SOUTHEAST Y 62 27 $300 $900
K69A RED/BLUE/BROWN KING/TANNER CRAB, POT GEAR, SOUTHEAST Y 42 2 $300 $900
K91F KING CRAB POT GEAR VL OVER 60', BRISTOL BAY N 76 180 J300 $900
G01A HERRING ROF. FURSE SEINE, SOUTHEAST Y 34 17 $300 $ 1,200
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State of Alaska
Commercial Fisheries entry Commission

3/33/205

Comparison of Permit Remwa>  Fees For 2005 Licensing Year Under Current Fee Schedule
and Under CFEC's Proposed Methodology for Implementing HB 174 With $3000 Cap

Fishery Description

Under
Limited
Entry?

Resident
Permits

Non-Resident
Permits

Actual 
2005 

Case Fee

2005 Base 
Fee Under 
Proposed 

Methodoloqv

M61B* MISC SALTWATER FINNISH. LONGt iNE VL OVER 89, STW N 12 54 $300 $1,500
K910 KING CRAB, POT GEAR VL OVER COL DUTCH HARBOR N 9 42 $300 $2,025
M07B" MISC SALTWATER FINFISH. OTTER TRAWL, VL OVER 59'. STATEWIDE N 45 220 $300 $3,000

'i 6,$83 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, Longllne VL >50' to 89' STW
• M61B Misc. Saltwater Finfish, longline VL OVER 89' STW

• M07B Misc Sal*water Finfish. Otter Trawl VL to 59' STW
' M073 Misc. SaUwatei Finfish, Otter Trawl VL OVER 59' S3 W
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(9)
Date Referred to Committee: M arch 16, 2005 FURTHER REFERRALS:

Date o f Committee Action:

The RESOURCES Committee considered: HB 197

HOUSE BILL NO. 197 ° I L  SPILL EXEMPTIONS FOR GAS W ELLS

"An A ct 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 G as Conservation Commission with respect to those plans; and providing for an effective date."

Recommends it be replaced with f ] IICS or [ 1/fCS fo r________  _______________ HA 1 7 7  . M S  >
For Senate Hills with new title : f  ]  Technical Title / / New Title: HCR________  [t+Same Title [ ) New Title

[ ] attach amendments
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g l a g f e a  g > t a t e  H e g i s d a t u r e

Rep. Kurt O lson  
Rep. Paul Seaton

Rep. M ary K apsner 
Rep. G abrielle  LeDoux

Rep. Jim  E lk ins 
Rep. Carl G atto

Rep. Harry Crawford State Capitol, Room  124 
Juneau, AK 99801-1182 

Co-Chairs 
Rep. Ralph Samuels

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

(907) 465-3004 fax: 465-2070

T f y o u i t  ftetfourtcK Committee 
FAX

Please deliver the following pages to: Legis. Legal

Fm : S taff, R esources Com nii

Fax  #: 2029 T otal n u m b er o f pages incl. d ing  cover:

D ate: 3/23/05 2:29 PM  

Re: HB 197 24-LS0664\G

Please am end the above referenced resolution and  re tu rn  in final as the RES CS.

Page 3, lines 13-14

Delete “o r  refined petro leum  p roducts”

Page 4 , 1,ine 7-8

Delete “o r  refined pe tro leum  p ro d u c ts”

Page 4, L ine 1

In sert “ to”  to read  ...o il 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



A L A S K A  S T A T E  L E G I S L A T U R E

Interim
600 Eas* Railroad Avenue 
Wasilla, Alaska 99654 
(907) 373-1842 
Fax (907) 373-4729

Sesstirt
State Capitol Building 

Juneau, Alaska 99801-1182 
(907) 465-2136 

Fax (91/7) 465-3318

R EPR ESEN TA TIV E V IC ICOHRING
DISTRICT 14

House Bill 1 9 7  

Sponsor statem ent

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 p lans  
(“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.gf't'lcgis ak ui • TjII F'tt Dunn ,̂ Seau ’tYtai Found i$lV) itrS '.)8e>



H B  1 9 7  -  S e c t i o n s ?  A n a l y s i s

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 f o r  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 a rc h  15, 2 0 0 5
S E C T I O N A L



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 dem onstrates 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. If the 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 if it 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.

M a rc h  15, 2 0 0 5 2



FISCAL NOTE
STATE OF ALASKA
2005 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):______
Title R e la ted  to oil discharge p reven tion

Fiscal Note Number
Bill Version:
() Publish Date:

HB 197

Spon so r
R equeste r

p lans for certain natural gas exptoraJon facilities 
House Oil &  G as Committee

Dept. A ffected: 
contingency RDU

Component Industry P repared i

Environ nental Conservation
Soill Prevention and i

H ouse Oil & G as Committee Component No.
Pipeline Operations

1922
E x p e n d it u r e s /R e v e n u e s (Thousands of Dollars)
Note: Amounts do not include inflation unless olhffwesi noted below
!OPERAT ING  EXPEND ITURES FY 2016 FT  2007 FY 2008 FY  2 0 09 F Y 2 0 10 FY 2011
P e rson a l Services O J 00 0.0 0.0 a t 0.0
Travel OLD 00 0.0 0.0 010 0.0
Contractual &0 0.0 0.0 0.0 0 0 0.0
Supp lies OO 00 0.0 0.0 0 0 0.0
Equipment 0 0 00 0.0 0.0 0 0 0.0
Land & Structures Q.Q 0.0 0.0 0.0 0 0 0.0
Grants & C laim s 00 0.0 0.0 0.0 OJ 0.0
Miscellaneous OO 0.0 0.0 0.0 OB 0.0

TOTAL OPERATING u 0.0 0.0 0.0 a t 0.0
[CAPITAL EXPENDITURES

ICHANGE IN REVENUES ( ) f

FUND SOURCE (Thousands o f D o lla rs )
1 0 02  Federa l Receipts 0-0 0.0 . 0 .0 0.0 0 0 0.0
1003  GF Match 0 0 0.0 0.0 0.0 0.0 0.0
1004 GF aiT 0.0 0.0 0.0 0 0 0.0
1005  GF/Program  Receipts 0.0 0.0 0.0 as 0.0
1037  GF/Mental Health 0 0 0.0 0.0 0.0 0 0 0.0
Other (Specify Type-Do not abbicMate) 00 0.0 0.01 0.0 ao 0.0

TOTAL (10 0.0 0.0 0.0 0 0 0.0
Estim ate o f  an y  cu rren t yea r (FY 2005 ) c o s t : 0.0
M ark th is box (X ) if fund ing  fo r  this bill is included in the G ove rn o r's  FY 2 0 0 6  budget p ro p o s a l:
POS IT IONS •

Full-time 0 0 0 0 0 0
Part-time 0 0 0 0 0 0
Temporary a 0 0 0 0 0
ANALYSIS: (Attach a separate page if necessary#
This bill will not have a financial impact on the d ep a rtm en t It clarifies DEC'S authority to exempt natura l 
gas exploration wells (that do not pose a threat o f  an  o il sp ill) from contingency plan and proof o f f r ia n d a l 
responsibility requirements. It corrects an un tile nd ed  consequence of HB531 passed  in May. 2 0 0 4 , which , 
in part, narrowed the scope of that exem ption  fc-we the pre-existing broad exemption for all shadow natural 
g as  facilities, to a narrower exemption for "rw nconventional gas" wells, defined as strictly "co a l b e t f  
m ethane, gas contained in shales or gas hydrates". T h is bill repeals the V,unconventional g a s" definition in 
applicable DEC contingency plan statutes A S  4 6 .0 4 .0 3 0 (b )  and 040(b)(.i j(A) and replaces it with b ro ad e r 
exemption language restated in AS 46.04.050(<:) f o r  those natural gas exploration wells the AOG CC 
determ ines will not penetrate a formation capab le o f  flow ing oil to the ground surface."

Prepared by: Larry Dietrick, Director Phone 46 5 -525 0
Division Spill Prevention and Response O A ff Date/Time 3/14/053:41 PM

Approved by: Kurt Fredriksson, Acting Commissioner C . - ^ J U v  M .
Agency Department o f Environmental Cwiservation /  ■ —

(Rtvtsed V23/Z004 OMB)

FISCAL



H O U SE  U U M M lT 1  E E  K E FC  1
(7)

FURT HER REFERRALS: ResourcesDate Referred to Committee: M arch 3,2005 

Date of Conunittee Action: NVvi-K I S i

The HOUSE SPECIAL CO M M ITTEE 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 
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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 o f 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 n u f  xm t 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

o 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 s tau tes  — 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 D EC ’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.

B A C K G R O U N D
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a EPA has completed and submitted to Congress a study of Class I wefts that 
describes the current Ctass t L'iC Program, documents past compliance incidents 
involving Class I wefls, and summarizes studies of human health risks associated 
with Class I injection conducted for past regulatory efforts and policy 
documentation. Read Class I Underground Injection Control Program: Study of 
the Risks Associated with Class I Underground Injection Wells [PDF fife] (EPA 
816-R-01-0071 March 2001).

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

•  There are 272 active Ctass I injection facilities nationwide. Of these, 51 are 
hazardous and 221 are non-hazardous. These 272 facilities maintain 
approximately 529 Class I 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 I welts are mainly used in the following industries.

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

•  Class I injection wets are sited such that they inject below the lowermost USDW 
and a confining zone above an injection zone. Injection zone reset vocrs 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 I 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 I hazardous wells. This resulted in strict no-migration 
standards and a petition approval process for continued operation of the wells. Of 
the 51 Class I 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

http: www.epa.gov.sal’ewater/dic/classi.html 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 I Deep/High Technology 
Hazardous Waste

3 1  No HW Weis 

! H  1-10 HW Wells 

r.3 3 11-20 HW Wells 

S C I  »70 HW Wells

N on-H azardous W aste  In jection  W ells
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 I non-hazardous injection wells nationwide. While these 
wells are scattered through 19 states, most of them are found in the s!ates of 
Florida (112) and Texas (110).

•  Florida is the only state with Class I 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 O ur Office | Publications I Calendar | Links | Office o f Yyalsf | En Espa/tol

EP A Home | Privacy and Security N o to  | Contact Us

Last updated on Monday, February 14*1, 2005 
URL: http;//www.epa.gov/safewatcfAic/dassi html
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The oil and gas production industry accounts for a large proportion of the fluids injected ir 
the subsurface. Typicafly. when o i 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 contain trace 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 II 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. T ne 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 II 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 II well tl 
follows EPA federal standards is buiM very much the same as a deep or Ctass I well. In 1< 
Congress added Section 1425 to the Safe Drinking Water Act, that controls underground 
injection, relieving Ctass 11 well 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 Ihe oil and gas injection wells are located .n tne Southwest, with Texas having the 
largest n jm ber (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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The Honorable Victor KohrlngChair. House Special Committee on Oil and Gas
State CapitolJuneau. Alaska 99801
Re: Letter of Support Concerning House Bill No. 197

Dear Representative Kohrlng:
The Alaska Oil and Gas Conservation Commission (“Commission”) supports House Bill No, 197 (“HB 197"), which amends the laws regarding oil discharge prevention and contingency plans and proof of financial responsibility ("C-plans") to allow better use of geologic Information and understanding in determinir.g the noe-i for such plans.
Undor current la v, a C-plan is required for wells drilled to explore for or produce oil. On the other hind, a C-plan is not required for wells drilled to produce only gas. The treatment of wells drilled to explore for gas has c complicated history. Previously, wells drilled for shallow gas were exempted from the C-plan requirement ?n 7v04, however, HB 531 changed the language from “shallow” gas to “nonconventionar gas. In practi /jI terms, this means t  i  wells drilled to explore for coalbed methane qualify for exemption, but wells drilled to explore &»■ d im  shallow gas are generally not entitled to exemption. Fn the Commission’* view, there is a mismatch between the current scope of the C-plan exemption and the facts of Alaska's geologyWhat the Commission has learned over the years is that drilling in many areas of the state poses essentially no risk of an oil spill, These areas have thick geologic sections containing both conventional and nonconventional gas reservoirs, but have very little potential for th* existence of zones capable of flowing liquid hydrocarbons. Requiring a C-plan for wells drilled in these circumstances adds cost and delay to gas explore;..on without providing increased protection to the environment..
HB 197 corrects the inadequacies in current law by providing for a case-by-case geological evaluation of wells drilled to explore for gas - whether shallow or derp, nonconventional or convention J. Undor this bill, a well illed to explore for gas would qualify for a C-plan exemption if, but only if, the Commission determines that evidence demonstrates with reasonable certainty that the well will not penetrate a formation capable of flowing oil to the ground surface. TV approach of HB ’97 is to base C-plan exemption decisions on application of the Commission's geologic expertise to the speoific facts of a proposed exploration project. The Commission believes this is exactly the right approach.
Thank you for your attention.

Daniel T. Seamount, Jr.Commissioner

SU PP O R T



U nocal Ahska
Union Oil Company of California 
909 West 9th Avenue PO . Box 196247 
Anchorage Alaska 99519-6247 
Telept-one (S07) 276-7600 Fax (907 )263-7698

U N O C A L ®

K e v in  A . Tabler, M a n a g e r
Land/Govemmenl Adairs

March 1 1,2003

Representative Vic Kohring 
Stale of Alaska Legislature 
Room 24, State Capitol 
Juneau. Alaska 99801-1182
Re: Support for HB 197

Representative Kohring:
Union Oil Company of California was delighted to see the introduction of HB 197 to 
clean up the effect of HB53) (2003 legislation) which created the unintended 
consequence of elimination of the exemption for oil spill contingency plans for 
exploration and production facilities ust ’ solely to explore, develop or produce shallow 
natural gas. Our review of the proposed legislation concludes that HB 197 clears up the 
unintentional change caused by implementation of HB 53 I and supports your efforts.
Thank you for taking the initiative to tix this problem.

sincerely.

Kevin A. Tabler



Sec. 46.04.900. Definition?

Statute text
In this chapter, unless the context requires otherwise,
(1) ' barrel" is a measure of capacity equal to the space occupied by 42 U.S. gallons at 60 degrees 
Fahrenheit;
(2) "catastrophic oil discharge" means ar, oil discharge in excess of 100,000 barrels, or any other 
discharge which the governor determines presents a grave and substantial threat to the economy 
or environment of the state;
(3) "Clean Water Act" means the Federal Water Pollution Control Act of 1972 (P.L. 92-500). as 
amended by the Clean Water Act of 1977 (P.L. 95-217), as amended (33 U.S.C. 1251 - 1376);
(4) "commissioner" means the commissioner of environmental conservation;
(5) "containment and cleanup" includes all direct and indirect efforts associated with the 
prevention, abatement, containment, o. removal of a pollutant, and the restoration of the 
environment to its former state; when applied to expenses, the term includes the additional costs 
of providing a reasonable and appropriate funct on or service incurred in response to the 
discharge of a pollutant, including administrative expenses for the incremental costs of providing 
the function or service;
(6) "department" means the Department of Environmental Conservation;
(7) discharge" means spilling, leaking, pumping, pouring, emitting, emptying, or dumping;
(8) "exploration facility" means a platform, vessel, or other facility used to explore for 
hydrocarbons in or on the waters of the state or in or on land in the state; the term docs not 
include platforms or vessels used for stratigraphic drilling or other operations thui are not 
authorized or intended to drill to a producing formation;
(9) "natural gas"
(A) means a hydrocarbon that at 70 degrees Fahrenheit and atm spheric pressure is in a 
gaseous state;
(B) includes liquefied natural gas or other fo- n of natural gas that has been converted to a 
liquid state by pressure or cooling that at 70 ucgrees Fahrenheit and atmospheric pressure 
reverts to a gaseous state; (emphasis added)
(10) "nonconventional gas" has the meaning given in AS 38.05.965.
(11) "nonpeisistent product" has the meaning given to "non-persistent or Group I oil" in 33 
C.F.R. 155.1020;
(12) "nontank vessel" means a self-propelled watercraft of more than 400 gross registered tons; 
in this paragraph, "watercraft" includes commercial fishing vessels, commercial fish processor 
vessels, passenger vessels, and cargo vessels, but does not include a tank vessel, oil barge, or 
public vessel;
(13) "oil" means oil of any kind and in any form, whether crude, refined, or a petroleum 
by-product, including but not limited to petroleum, fuel oil, gasoline, lubricating oils, oily 
sludge, oil refuse, oil mixed with other wastes, crude oils, liquefied natural gas, propane, 
butane, or other liquid hydrocai bons regardless of specif c gravity; (emphasis added)
(14) "oil barge" means a vessel wh ;h is not self-propelled and which is constructed or converted 
to carry oil as cargo in bulk;
(15) "oil terminal facility" means an onshore or offshore facility of any kind, and related 
appurtenances, including but not limited to a deepwater port, bulk storage facility, or ma:i.ia, 
located in, on, or under the surface of the land or waters of the state, including tide and
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submerged land, that is used for the purpose of transferring, processing, refining, or storing oil; a 
vessel, other than a nontank vessel, is considered an oil terminal facility only when it is used to 
make a ship-to-ship transfer of oil, and when it is traveling between the place of the ship-to-ship 
transfer of oil and an oil terminal facility;
(16) "operator” means the person who, through contract, lease, sublease, or otherwise, exerts 
general supervision and control of activities at the facility; the term includes, by way of example 
and not limitation, a prime or general contractor, the master of a vessel and the master's 
employer, or any other person who, personally or through an agent or contractor, undertakes the 
general functioning of the facility;
(P) "persistent product" has the meaning given to "persistent oil" in 33 C.F.R. 155.1020;
(18) "person" means an individual, public or private corporation, political subdivision, 
government agency, municipality, industry, partnership, association, firm, trust, estate, or any 
other entity;
(19) "pipeline" means the facilities, including piping, compressors, pump stations, and storage 
tanks, used to transpoit crude oil and associated hydrocarbons between production facilities or 
from one or more production facilities to marine vessels;
(20) "production facility" means a drilling rig, drill site, flow station, gathering center, pump 
station, storage tank, well, and related appurtenances on other facilities to produce, gather, clean, 
dehydrate, condition, or store crude oil and associated hydrocarbons in or on the water of the 
state or on land in the state, and gathering and flow lines used to transport crude oil and 
associated hydrocarbons to the inlet of a pipeline system for delivery to a marine facility, 
refinery, or other production facility;
(21) "public vessel" means a vessel that is operated by and is either owned or bareboat chartered 
by the United States, a state or a political subdivision of that state, or a foreign nation, except 
when the vessel is engaged in commerce;
(22) "raih )ad tank car" means rolling stock used to transport oil in b"!k a< cargo by rail;
(23) "response action" means an action taken to respond to a release or threatened release of oil, 
including mitigation, cleanup, or removal-
(24) "self-propelled" means propelled either by machinery aboaid the vessel, or by a ti.g or other 
vessel secured into the cargo-carrying vessel through special hull design;
(25) "service" means a function performed or service provided by the state, including functions 
pot previously performed and services not previously provided by the state;
(26) "tank vessel" means a self-propelled waterborne vessel that is constructed or converted to 
carry liquid bulk cargo in tanks and includes tankers, tankships, and combination carriers when 
carrying oil; the term does not include vessels carrying oil in drums, barrels, or other packages, 
or vessels carrying oil as fuel or stores for that vessel;
(27) "train" means connected rolling stock operated as a single moving vehicle on rails; for 
purposes of this paragraph, "connected rolling stock" includes railroad tank cars.
(28) "vessel" includes tank vessels, oil barges, and nontank vessels;
(29) "village" means a place within the unorganized borough or within a borough as to a power, 
function, or service that is not exercised or provided by the borough on an areawide or 
nonareawidc basis that
(A) has irrevocably waived, in a form approved by the Department ot Law, any claim of 
sovereign immunity that might arise under this chapter; and
(B) has
(i) a council organized under 25 U.S.C. 476 (sec. 16 of the Indian Reorganization Act);



(ii) a traditional village council recognized by the United States as eligible for federal aid to 
Indians; or
(iii) a council recognized by the commissioner of commerce, community, and economic 
development under regulations adopted by the Department of Commerce, Community, and 
Economic Development to determine and give official recognition of village entities under AS 
44.33.755(b);
(30) "waters of the state" includes lakes, bays, sounds, ponds, impounding reservoirs, springs, 
wells, rivers, streams, creeks, estuaries, marshes, inlets, straits, passages, canals, the Pacific 
Ocean, Gulf of Alaska. Bering Sea and Arctic Ocean, in the territorial limits of the state, and all 
other bodies of surface nr underground water, natural or artificial, public or private, inland or 
coastal, fresh or salt, which are wholly or partially in or bordering the state or under the 
jurisdiction of the state.
History
(§ 2 ch 116 SLA 1980; am §§ 25 - 27 ch 191 SLA 1990; am §§ 13, 14 ch 83 SLA 1991; am §2 
ch 39 SLA 1992; am § 14 ch 83 SLA 1992; am § 69 ch 58 SLA 1999; am §§ 2 - 4 ch 128 SLA 
2000; am § 8 ch 45 SLA 2003; am §§ 54, 58 ch 49 SLA 2004)
Annotations
Rcvisor's notes. Formerly AS 46.04.120. Renumbered in 1989. Reorganized in 1990, 1991, 

1992, 2000, 2003, and 2004 to maintain the defined terms in alphabetical order.
In 2004, "commissioner of community and economic development" was changed to 
"commissioner of commerce, community, and economic development" and "Department of 
Community and Economic Development" was changed to "Department of Commerce, 
Community, and Economic Development", in accordance with § 3, ch. 47, SLA 2004.
Administrative Code. - For financ al responsibility for oil discharges, see 18 AAC 75, art. 2. 

For oil discharge prevention and contingency plans and nontank vessel plans, see 18 AAC 75, 
art. 4.
Effect of imendments. The 1999 amendment, effective July 1, 1999, in present (29)(B)(iii) 

substituted "economic development" for "regional affairs" in two places and made a section 
reference subs'itution.
The 2000 amendment, effective September 1, 2000, in paragraphs (14) [now (15) and (27) [now 
(28,1 inserted references to nontank vessels and added what are now paragraphs (11), (12), (17),
(21), (22), and (27).
The 2003 amendment, effective June 7, 2003, added a definition of "shallow natural gas" that 
appeared in former paragraph (25).
The 2004 amendment, effective June 5, 2004, repealed paragraph (25), which defined "shallow 
natural gas"; and added paragraph (31), renumbered as paragraph (10).
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DEPAPTMENT OF LAW

OFFICE OF THE ATTORNEY GENERAL /

FRANK H. MURKOWSKI. 
GOVERNOR
10)1 WEST4m AVENUE, SUITE 100 
ANCHORAGE. ALASKA 99301-199* 
PHONE: (907)269-327*
PAX. (907)278 7022

March 22,2005

Representative Ralph Samuels 
House of Representatives 
State Capitol 
Juneau, AK 99801-1182

Re: HB 197
Dear Co-Chairman Samuels:

You asked that the Attorney General’s Office provide a response to a 
question raised by Representative Seaton in the March 21, 2005, House Resources 
Committee Hearing on HB 197. Representative Seaton asked a question 
concerning the definitions of “oil”, “ciude oil” and “natural gas” in sections 4 and 
5 of the bill. Because the legis’ative teleconference system went offline, I .vas 
unable to respond to the Representative Seaton’s question. I appreciate this 
opportunity to explain these provisions of the bill.

The existing provisions in AS 46.04.050 provide two exemptions to the oil 
discharge prevention and contingency plan (C plan) (AS 46.04.030) and financial 
responsibility (AS 46.04.040) requirements. The first exemption is for “oil 
terminal facilities” with an oil storage capacity of less than 5,000 barrels of crude 
oil or less than 10,000 barrels of noncrude oil. The second exemption is for 
natural gas production and terminal facilities. In addition, there is a C-plan 
exemption for natural gas exploration and production facilities in AS 46.04.030(a) 
that, prior to HB 531 applied to shallow natural gas facilities, and now, applies to 
“nonconventional gas” which is defined as “coaJ bed methane, gas contained in 
shales or gas hydrates.” AS 38.05.965.

Representative Seaton’s question involves the exemptions in AS 46.04.050 
which provides as follows:

Sec. 46.04.050. Exemptions.
(a) The provisions of AS 46.04.030, 46.04.040, and 46.04.060 

do not apply to an oil terminal Facility that has an effective storage 
capacity of less than 5,000 barrels of crude oil or less than 10,000 
barrels of noncrude oil.
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(b) The provisions of AS 46.04.030 and 46.04.040 do not 
apply to a natural gas production facility and a natural gas terminal 
facility; for purposes of this subsection the terms "natural gas 
production facility" and "natural gas terminal facility"

(1) mean a platform, facility, or structure that is used solely 
for the production, compression, storage, or transport of natural gas;

(2) do not include a platform, facility, or structure that 
produces, stores, or transports natural gas in combination with oil.
Subsection (b) exempts natural gas production and terminal facilities. 

Subsection (b) defines those facilities as “a platform, facility, or structure that is 
used solely for the production, compression, storage, or transport of natural gas” 
but as not including a platform, facility, or structure that produces, stores, or 
transports natural gas in combination with oil. AS 46.04.050(b)(2) (emphasis 
added).

Sections 4 and 5 of HB 197 make two clarifications to the exemption.
First, section 5 moves the natural gas exploration and production facility 
exemption in AS 46.04.030(b) to a new subsection (c) in AS 46.04.050. Second, 
sections 4 and 5 clarify what is meant by the “exclusion” to the exemption for 
facilities that handle natural gas "in combination witn oil.” AS 46.04.050(b)(2). It 
is important to note that(pITĵ  defined very broadly in AS 46.04.900(13): as "oil 
of any kind and in any form, whether crude, refined , or a petroleum by-product, 
including but not limited to petroleum, fuel oil, gasoline, lubricating oils, oily 
sludge, oil refuse, oil mixed with other wastes, crude oils, liquified natural gas, 
propane, butane, or otber(fiquid^ydrocarbons regardless of specific gravity

Sections 4 and 5 attempt to resolve any ambiguity in these provisions by 
defining "in combination with oil” as a facility that stores, produces, explores for, 
or transports natural gas in combination with crude oil and that crude oil does not 
include natural gas. New subparagraph (ii) addresses a natural gas exploration or 
production facility that stores refined petroleum products by providing that it 
would only need a C-plan or financial responsibility if it stores refined petroleum 
products in volumes exceeding those in AS 46.04.050(a) (10,000 barrels of 
noncrude oil). This rellects the Department of Environmental Conservation’s 
interpretation of those provisions since the exemption in AS 46.04.050 was 
amended in 1992 to address natural gas facilities.

In sum, the definitions in sections 4 and 5 are attempts to clarify the current 
application of these requirements in light of the existing statutory definitions in 
AS 46.04.900. As a result, it is not necessary to amend sections 4 and 5 of the bill.
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It is also worth noting that — like any other facility in the state - a facility 
exempted from the C-plan requirements must still immediately contain and 
cleanup oil spills as required by AS 46.04.020 and is strictly liable for the costs 
and damages from a spill under AS 46.03.822.

I hope that this responds to the question raised by Representative Seaton. If 
I can provide additional assistance, please let me know.

BCT/cam
cc: Rep. Kohring

Rep. Ramras 
Rep. Seaton
Acting Comm. Fredriksson
Î arry Dietrick
Dan Seamont
David Marquez
Deborah Behr
Rob Mintz
Kevin Jardell

Sincerely,
SCOTT J. NORDSTRAND 
ACTING ATTORNEY GENERAL

Breck C. Tostevin 
Assistant Attorney General
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Sponsor Statement for HK 198 
Dive Fishery Management Assessment

“ An Act re la ting  to aquatic  farm ing; and  p rov id ing  fo r  an effective d a te .”

House Bill 198 amends the state's Aquatic Fa.ming Act (AS 16.40.100 199) to allow aquatic farms
to continue to operate in compliance with a recent Supreme Court decision.
In mid-April, the State Supreme Court ruled that the Act requires the Department of Fish and Game to 
deny shellfish farmers exclusive rights to significant populations of wild geoducks on their proposed 
farm sites. Since then, the Southeast Alaska Regional Dive Fisheries Association (SARDFA), the 
Alaskan Shellfish Growers Association (ASGA) and the Department have negotiated an agreement 
that would allow these farmers to harvest “insignificant” populations of standing stocks of geoducks.
In order to be implemented, this agreement would require a change in statute. Section I of HB 198 
amends the Aquatic Farming Act to allow shellfish farmers to own, harvest and sell “insignificant 
populations" of wild shellfish stocks on their aquatic farm sites.
On February 11, 2005, th? Department of Fish and Game announced that it will conduct a commercial 
dive fishery on designated mariculture sites, to remove the commercially significant population of wild 
geoducks from these small areas. This fishery will be open to all commercial divers in Southeast 
Alaska. Section 2 of HB 198 makes it clear that the aquatic farmers will not have to replace the 
shellfish that are harvested in this common property fishery.
Section 3 gives the Department the authority, when it determines it would he beneficial to do so, to let 
shellfish farmers remove all but an “insignificant population” of wild stock from their sites themselves 
and give the proceeds from their sale to ADF&G. Section 4 codifies the requirement that proposed 
farm sites can only get permits if there is an “insignificant population” of the shellfish species to be 
cultured there, and Section 7 says that this section applies only to permit; issued after July 1, 2005.
This legislation, the product of industry members and the administration working to find a 
compromise, will help ensure the future of this new fishery in Southern Southeast Alaska for years to 
come and I urge the members support.
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Sectional Analysis
Section 1 - Amends AS 16.40.100(b) to provide that an aquatic farm permit authorizes 
the permit holder to acquire ownership of, harvest, and sell wild shellfish from an aquatic 
farm site if the wild shellfish is present in an "insignificant population”and the wild 
shellfish is of the same species of shellfish that is int nded to be cultured at the site.
Section 2 - Amends AS 16.40.100(e) to provide a limited exception from the requirement 
that an aquatic farm permit holder restore wild shellfish populations to the levels that 
existed on the site at the time that the permit was initially issued, so that the permit holder 
is not requirer! to restore that portion of a wild shellfish population that was removed 
from the site by a common property fishery.
Section 3 - Amends AS 16.40.100 by adding a new subsection (f) to authorize the 
commissioner of fish and game to allow an aquatic farm permit holder, under .ertain 
circumstances, to remove and sell excess wild shellfish from an aquatic farm site if the 
population of the wild shellfish spec.cs is more than an insignificant population. The 
permit holder will pay a reasonable amount to the Department of Fish and Game for the 
harvest and sale of the excess wild shellfish. The money received will be deposited in the 
General Fund and may be appropriated to the department for shellfish management and 
enhancement.
Section 4 - Amends AS 16.40.105 by adding a new paragraph to provide that, in addition 
to the existing criteria for issuance of an aquatic farm permit, the commissicner of fish 
and game may not issue a permit for a proposed farm site if the site contains more than an 
insignificant popu' ition of wild stock of a shellfish species intended to be cultured on the 
site.
Section 5 - Adds a new Section AS 16.40.155 to provide, in certain circumstances, 
confidentiality for aquahc farm and hatchery permit holders.
Section 6 - Adds the definition of "insignificant population" in regards to shellfish 
populations.
Section 7 - Provides that AS. 16.40.1 OX as amended by section 4 of the bill, does not 
apply to aquatic farm permits before the effective dates of the bill.
Section 8 - Provides for an effective date of July 1, 2005.

S e c tio n a l
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IF ALASKA FRANK H. MURKOWSKI
GOVERNOR

DEPARTM ENT O F FISH AND GAME 

OFFICE OF THE COMMISSIONER

P O. BOX 25526 
JUNEAU \K 99802-5526 
PHONE; ,907; 465-4100 
FAX: (0.2) 465-2332

March 3,2005
The Honorable Bert Stedman 
Alaska State Legislature 
Room 30; State Capitol 
Juneau, AK 99801
Dear Senator Stedman:
Thank you for introducing S.B. 126 on behalf of the Southeast Alaska Regional Dive Fisheries 
Association and the Alasica Shellfish Growers Association. As you know, passage of this 
legislation carries significant implications for the success of Alaska’s nwi iture industry.
Under the nrevious admir stration, Alaska’s manculture industry vas largely ignored. The 
industry, ich was constantly at odds with the Alaska Department of Fish and Game (ADF&G) 
over regulatory matte , was unable to get the support that it neede< from the Governor’s office to 
move forward. As th .ntroduction of S.B. 126 demonstrates, this no longer the case. The 
Murkowski Administration strongly supports Alaska’s manculture industry, in part, because it 
provides promising economic development opportunities for Alaska’s fishermen and coastal 
communities. Over the last two years, ADF&G has been working cooperatively with the industry 
on a regulatory scheme that will foster the growth of the industry.
However, ADF&G's regulatory work and the industry’s ability to develop have recently been 
slowed by a senes of court rulings. The first of the:e, in the Superior C ouu, '"mnd that the state is 
required to provide access to insignificant amounts of naturally occurring shellfish to aquatic 
farmers. The most ecent ruling by the / laska Supreme Court found that existing statutes preve t 
ADF&G from allocating any naturally occurring stock to aquatic farmers who r ; developing new 
sites, except for use as brood stock.
As you have recognized through the introduction of S.B. 126, in >• :r for this industry to be 
successful, aquatic fanners should have the opportunity to plant cruys where some kvel of natural 
stocks akeady occur. Tlv efore, ADF&G siro g'.y supports the e pedirious passage of S.B. 1 ?6 in 
order to clarify that ADFc:G ay indeed allocate “insignificant” numbers of wild stocks of shellfish 
to aquatic farmers. Thank you once again fu, your support or this r  tter
Sincerely,

Acting Commissioner

Acting C o n m hs ion  le tter



March 15, 2005

Representative Jim  Elkins 
Room 416 
State Capitol 
Juneau, AK 99801

Dear Representative Elkins:

This letter is to provide a strong endorsement of House Bill 198 and your efforts 
to seek resolution of the long-standing controversy over the citing of geoduck clam farms 
in Alaska.

The Aiaskan Shellfish Growers Association (ASGA) has been trying to resolve 
this bitter controversy for the past eight years as it spilled over into the court system, halls 
of the Capitol and front pages of local newspapers. The industry, state regulators, 
policymakers, commercial fishermen and the court system have invested innumerable 
hours wrestling with the difficult issues involved, and we’re delighted at the opportunity 
to put the issue to bed.

Since a decision by the Alaska Supreme Court last spring, ASGA has been 
working closely with commercial fishermen and the Murkowski Administration to 
fashion a compromise acceptable to al> parties. The result of this cooperative work is HB 
198 which has support from farmers, commercial fishermen, Departments of Fish and 
Game and Law, and Governor Frank Murkowski. While there are many issues upon 
which we’ll continue to disagree, we all support the concepts contained in HB 198.

The Department of Law has determined that the legislation does adequately 
address the issues raise by the Alaska Supreme Court in is 2004 decision. Some of the 
details wisely are left to be fleshed out in regulation, but AoGA thinks there is one more 
issue that is best decided by the legislature: the amount of compensation a fanner should 
pay for harvest of “standing stocks” of wild geoduck clams on the farmsite.

The new section HB 198 adds to AS 16.40.100 is designed to allow farmers to 
remove “standing stocks” from the farmsite, and provides that the farmer must pay 
“reasonable compensation” for any “excess wild stock." While we think it is appropriate 
that harvest of these “excess wild stocks” would result in a tax on the farmei, ASGA 
believes the amount of "fair compensation” is a legislative prerogative and not a decision 
to be made by fisheries managers.

We are preparing a proposed amendment tc set an extraction tax rate on harvests 
of “excess wild stocks” of geoduck clams at 30 percent of the price paid fishermen during 
the most recent commercial fishery This tax would be added to the Fisheries Business 
Tax rate of three percent paid by other harvesters. This combined tax rate would exceed 
the amount the state collects on Prudhoe Bay oil, including severance taxes, royalties and 
corporate income tax, and is several times higher than the amount paid by uiher

Rodv'r Painter • P.O. Bax 20704 Juneau, AK 99802-t 
Fax: (907) 586-10' 7 • Cell: (907) 957-0704 • email: S u p p o rt L e tte rs



Important to keep in mind is mat the tax would affect only those situations where 
fisheries managers misjudged the - mount of standing stocks on new farmsites and that 
new survey techniques supported by fishermen and farmers would help improve 
significantly the accuracy of these estimates.

Thank you for this opportunity to resolve this long-standing controversy. The 
major parties in this dispute are fully committed to setting aside past differences and 
working together on economic development strategies for Southeast Alaska.

harvesters.

Vice President

c.c. Julie Decker, SARDFA 
Alan Austerman 
David Bedford 
ASGA Board of Directors
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Julie Decker, Executive Director
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Co-Chairs of the House series Committee 
Representative GabrielL h  noux 
Representative Bill Thova

March 16, 2005

RE: S u p p o rt fo r  HB 198 /  SB 126 -  A q u a tic  F a rm ing

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 h a s  w o rk e d  w ith  t h e  S t a t e  a n d  t h e  
f a rm e r s  ft? c o m p ro m is e  o n  a n  a c c e p ta b le  im p le m e n ta t io n  o f  t h e  C o u r ts '  
ru lin g s . HB 198 /  SB  126 a r e  t h e  r e s u l t  o f  t h a t  w ork.

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 
s t r o n g ly  e n c o u r a g e s  t h e  L e g is la tu re  to  s e t  t h e  le v y  a s  h ig h  a s  p o s s ib le .
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 n o  n e t  p r o f i t  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 *-o the 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,

Julie Decker, Executive Director

Members of:

Southeast Conference 

United Fishermen o f Alaska 

Pacific Coast Shellfish Growers Assoc. 

Interstate Shellfish Sanitation Conference

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

S h e llfis h  g ro w e r and  d iv e r 
a g re e m e n t



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 of an 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 
l>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 b t 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 th tn
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 er ages,” 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 
l.'.OOO 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

Page 1, line 9, delete: “acquire ownership of’ /] / )

/jM J- j  D̂ S'ye-

Lance Nelson from the Department of Law said, “that after the last hearing, we 
had basically told the committee that upon isp” nee of a permit, the permittee would 
immediately acquire ownership of any wh g*.« jcks that were less than a significant 
amount.”

That opinion is consistent with the language of section 1 of the bill, but it is 
problematic in the sense that the farmer docs not own the wild geoduck until actual 
harvest occurs. Otherwise, the permittee uld claim ownership of unharvested wild 
stocks - to the exclusion of anyone else - even after the ’ease expired.

What we really want tc convey is harvest rights, not opportunity.
Deletion of the phrase "acquire ownership of' from pa^e 1, line 9. Will atil! allow Fish 
and Game to do what they intend to do without creating an unlimited ownership issue.
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S p o n s o r  S t a t e m e n t
H B  218

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

Salmon hatcheries in Alaska arc successful examples of slate assisted economic 
development programs. Over the years, hatcheries have provided great benefit to our 
commercial fishing industry and to other users of fish by enhancing the strength of 
salmon returns and by creating jobs in our communities. The commercial salmon industry 
has paid into this program through the Salmon Enhancement Tax since 1980.
HB 218 relates to the methods by which hatcheries generate revenue to cover their 
operating and capital expenses. These methods are referred to as “cost recovery.” Under 
current practices, hatchet ies generally contract with processors to purchase part of the 
returning run of fish that arc caught in areas known as Special Harvest Areas immediately 
in front of hatcheries or at remote release sites where enhanced runs of fish have been 
developed. Typically only a handful of commercial vessels actually participate in the 
harvest of these cost recovery tish.
HB 218 provides language that would allow hatchery operators to choose to recover their 
costs through fisheries open to commercial fishermen, allowing the fleet to access more 
fish. Because each hatchery has a unique financial situation, this alternative type of cost 
recovery may not be applicable to all hatcheries. For this reason, HB 218 merely provides 
permissive language. It in no way will force a hatchery to change its current practices. 
However, the intent language in Section 1 of the bill states that the hatcheries should 
maximize the harvest of returning fish to fishermen and minimize the direct sale of 
salmon by the hatcheries themselves. This refers to the fact that hatcheries were created 
to enhance the productivity of salmon runs; productivity that should primarily benefit the 
users of the resource.
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