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Pennsylvania Fish and Boat Commission Annual Report to the Pennsylvania Senate Game and Fisheries Committee Presented by John Arway, Executive Director March 21, 2018 







Good morning, Chairman Stefano, Chairman Brewster, and members of the Senate Game



and Fisheries Committee. Thank you for the opportunity to present the Pennsylvania Fish and Boat Commission’s 2017 Annual Report on behalf of our Board of Commissioners, Boating Advisory Board, and staff. In addition to the copies in front of you today, the report is posted on our website at www.fishandboat.com. If you have questions about anything in the report that is not discussed today, please let us know. In most years before your committee, I provide an update on the many initiatives that the agency has undertaken for the benefit of the Commonwealth’s anglers and boaters – from hatcheries and fisheries management to law enforcement and public outreach. However, fiscal year 2017 will be a pivotal year for the agency, a time when expenditures are projected to begin exceeding revenues, despite my efforts over the last eight years as director to contain costs. As a result, I’m going to focus my comments this year solely on the steps the agency must now undertake to remain solvent in the coming years. Until 2017, the Commission was able to balance its budget and not spend more than it earned. This fiscal management approach has allowed it to build a rainy-day fund of uncommitted reserves to prepare for and meet foreseen rising pension and health care costs. The agency proudly leads the nation in how efficiently it operates. The Legislative Budget and Finance Committee found in 2014 that “of the states for which we have expenditure information, Pennsylvania’s PFBC has the lowest expenditures per license.” If that same analysis was done today, it would show that 
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the return on investment for the purchase of a fishing license is even far better than it was in 2014. A total of 860,000 fishing licenses were sold in 2013 which resulted in $19.8 million in revenue. 845,000 licenses were sold in 2017 resulting in $19.2 million in revenue. That is a 1.66 % drop in sales. During the same period, the Commission experienced a 6.2 % increase in expenses, with little to no change in the amount of goods produced or level of services provided. Quite a remarkable feat for either a business or a government agency. So how did we do it? To meet the escalating costs of employee pensions, health care and general inflation faced by all Commonwealth agencies, the Commission has cut spending in large part by reducing staff from a high of 432 to around 366. At the same time, the value of a fishing license adjusted for inflation has dropped to about $16.25, while fish production costs have climbed dramatically. The true cost of today’s fishing license adjusted for inflation would be $37.18. At $22.90, today’s license value is a real bargain for Pennsylvania anglers. Additional annual personnel and operating costs of $6.2 million have caused expenditures to now exceed annual revenues. Absent a revenue increase, the agency will be forced this fiscal year to begin using an uncommitted reserve fund balance of about $60 million to cover essential health care and pension obligations and maintain operations and services. This will significantly deplete the reserve fund within five years if revenues do not increase. I should note that in its recently completed business analysis of the Commission, the Penn State Smeal College of Business and College of Agricultural Sciences found that “the agency’s reserve fund should be seen as a ‘strategic strength’ and should be maintained as a type of rainy day fund for unforeseen needs. It would weaken the agency if the reserve fund were depleted to zero.”
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Facing escalating costs and declining revenues after 13 years without an increase in the price of a fishing license, the Board of Commissioners voted last September to reduce spending by $2 million in fiscal year 2018-19 if no additional revenues are received. The current plan for achieving the $2 million reduction in operating costs would involve closing two warmwater hatcheries and one trout hatchery in fiscal year 2018-19. The plan would reduce the number of trout stocked in 2019 by 7.5 percent (approximately 220,000 trout) and result in severe reductions in staff support to the Cooperative Nursery Program. Barring a license fee increase, the agency must begin to take these steps to remain financially solvent and provide basic services to Pennsylvania’s 1.1 million anglers and nearly 3 million boaters. Fiscal responsibility means maintaining a balanced budget and not spending more money than is earned. Senate Bill 30 would allow the Commission to generate sufficient revenue to immediately spend uncommitted reserves on over $6.4 million of deferred critical needs and begin to address a prioritized list of $110 million in deferred infrastructure projects. Pennsylvania anglers significantly contribute $1.2 billion to the $46 billion in national fishing-related expenditures. Successful businesses require funding to sustain operations and to invest in new ideas to grow sales and participation. The same applies to successful government businesses like the Commission, which reinvests license revenue locally. For the past eight years as Executive Director, I have reported about the agency’s position on the Fiscal Slope. I have warned that the fiscal slope would lead to a fiscal cliff. Today we stand at the edge of the cliff and need to make a binary decision. Either take action on a revenue increase which will provide security for the future, or begin the free fall off the cliff because of the spending cuts that we need to make.
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In September 2017, the Board of Commissioners authorized up to $2 million in spending cuts in fiscal year 2018-19 absent a revenue increase. Several members of the General Assembly then asked what the agency would do with its reserve funds if it received a license fee increase this legislative session. Stocking The first action would be to continue to operate all hatcheries at current production levels, which would mean no reductions in trout, warmwater or coolwater fish stockings. However, if legislative action is not taken, the Commission must begin cutting programs. The decision about which streams and lakes would or would not be stocked in the absence of a fee increase does not need to be made until July 1. For example, if we were to close the Oswayo State Fish Hatchery, 220,000 trout would be cut from the stocking program. If these cuts were equally applied across all 846 stocked trout waters (720 streams and 126 lakes), we would stock 260 fewer fish per water. However, this decision will be deferred until July 1 and will only involve economic, social and biological variables in determining which waters will not be stocked. Law Enforcement Next, the Commission would implement a plan to restore law enforcement services. On multiple occasions, I have previously briefed your committee about vacant Waterways Conservation Officer (WCO) positions statewide that have occurred through attrition. Those numbers have risen to 18 total vacancies. With approximately 30 of the agency’s officers now eligible to retire (and nearly as many more in the next three years), that number will continue to grow, and customer service, public safety and resource protection will continue to diminish. As soon as revenue increases or the legislature grants approval to increase fees, I am committed to 
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requesting authorization from the Governor’s Office to expand our complement to run a new school of 20 officers to keep the fish in Pennsylvania waterways and recreational users safe. Initial Investments Also, the Commission would immediately begin spending uncommitted reserves on prioritized deferred infrastructure and other critical needs upon approval of a fee increase. In the short-term, the agency will start addressing a backlog exceeding $6 million and will begin to address other projects that total approximately $110 million. The following are the top 10 projects the Commission has identified for initial attention: •



hatchery oxygen alarms;



•



stocking truck tanks;



•



watercraft (boats, engines);



•



access upgrades (docks, signs, ADA);



•



law enforcement radio upgrade;



•



infrastructure (boiler and roof repairs);



•



mowers, trap nets and transport trailers;



•



law enforcement patrol vehicles;



•



construction and fisheries pickups;



•



and Muncy Access replacement. The hatchery oxygen alarms are particularly timely given all of the recent attention on



stocked trout. Hatcheries are complex systems with multiple variables necessary to raise fish, but
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oxygen is the limiting factor for life support. Oxygen alarms are the most important tool available to alert hatchery staff to a life-threatening event that could cause a fish kill. Long-term Investments The following major categories represent pressing needs which the Commission could direct uncommitted revenues for the long-term. They are statewide, have broad public safety benefits, would generate economic return to local communities, and form the cornerstone of fishing and boating opportunities throughout Pennsylvania. The Commission has prioritized capital investments in state fish hatcheries across Pennsylvania driven by the need to maintain fish production levels while meeting water quality standards. Commission staff have also identified multiple opportunities to increase energy efficiency at the hatcheries, reducing long-term operational costs while minimizing the environmental footprint of the facilities. Additionally, an augmentation of grants and/or direct funding to 162 cooperative nurseries statewide could be matched with local contributions to help sustain this important public-private partnership. Local fishing and boating clubs, municipalities and other partners offer access to about 600 specific sites or reaches of water, while the Commission manages nearly another 300 fishing and boating access sites. Many of these access points have suffered from years of deferred maintenance or have been closed due to public safety concerns. For every $1 million of investment, up to 20 access areas can be improved or added. The availability of angler and boater access has been identified as one of the major reasons why anglers and boaters begin fishing, return to fishing or keep fishing.
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Strategic investments include upgrades to multiple access areas on an individual waterway, dam rehabilitations and at targeted access sites that, in many cases, offer the only free, public connection to the water for anglers, boaters and emergency response personnel. Commission grants to local partners have historically yielded $1.40 in matching funds for each dollar of state or federal investment, more than doubling the number of projects that could be completed. Over 55 Commonwealth-owned lakes managed by the Commission provide excellent fishing and boating opportunities and are signature local and regional amenities. Since 2008, the Commission has made or received commitments to address 24 dams at lakes that are classified as high-hazard, unsafe through a variety of funding sources including Growing Greener 2, H2O PA, Act 89 and the capital budget. The Commission has prioritized additional high-hazard and lowhazard dams with significant recreational value that require repairs before they deteriorate to the point of being unsafe. These facilities require maintenance and rehabilitation to bring them up to current dam safety standards and would benefit from targeted capital investments. Fish habitat and clean water are the natural infrastructure at the heart of the Commonwealth’s 86,000 miles of streams and rivers and nearly 4,000 lakes. The Commission staff have identified and prioritized stream and lake habitat projects in specific watersheds throughout the Commonwealth. These projects will maximize ecological and recreational benefits of stream and lake habitat and the fish and aquatic life they support. An investment of $1 million a year could result in targeted small dam removals, lake habitat and riparian buffer work in specific watersheds that have public safety, local and downstream water quality, fish passage, climate change mitigation, and recreational benefits. These projects can assist the Commonwealth in the challenges to reduce nutrients and sediment impacts to our Commonwealth’s streams and rivers including the Susquehanna, the Chesapeake Bay and Lake Erie. 
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Finally, despite assurances from our Board of Commissioners and me about the meaning of the Board’s September 25th decision, I continue to get questions about the immediacy of statewide stocking decisions. To clear up any confusion and to keep attention focused on the task at hand of trying to pass some sort of revenue enhancement package, please know that the decision about which streams and lakes that will or will not be stocked in the absence of a fee increase will not need to be made until July 1, 2018. We will reserve any such decisions until that time. We are currently stocking almost 3.2 million catchable trout in 846 streams and lakes to create public recreation opportunities that Pennsylvania trout anglers expect. There are four important upcoming dates that you should mark on your calendars before you leave today’s hearing. March 24th and 31st and April 7th and 14th. March 24th and April 7th are the southeast regional and statewide Mentor Youth Days, so I hope you can find a youth under the age of 16 and take them fishing one of those days. March 31st and April 14th are the traditional trout opening days for the southeast region and the rest of the Commonwealth. In closing, Chairman Stefano, Chairman Brewster, and members of the Senate Game and Fisheries Committee, we thank the Senate for passing SB 30 and providing an avenue for the Commission to implement a solution for the 2019 license year. With passage by the House, this legislation will allow us to avoid the need to make deep programmatic cuts beginning in fiscal year 2018, and will allow us to continue to provide the goods and services that sustain the $1.2 billion in annual business generated by anglers fishing in Pennsylvania. Thank you again for the chance to meet with you today. I would be happy to answer any questions. 
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