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POSI TI ON STATEMENT: Provi ded background information relating to
CSHB 513, Version J, and answered technical questions.

GARY ZAUGG

(No address provi ded)

POSI TI ON STATEMENT: Testified on HB 513 as a geoduck farner and
a permttee for subtidal, on-bottom geoduck mariculture; said
that as a farner, he can accept the provisions in Version J.

SCOTT THOVAS ( ph)

(No address provi ded)

Ket chi kan, Al aska

POSI TI ON STATEMENT: Testified that HB 513 is a good thing and
represents the comng together of all the parties.

PAUL SEATON

58395 Bruce Street

Honmer, Al aska 99603

POSI TI ON  STATEMENT: Testified on HB 513, saying the change
replacing "shellfish" wth "geoduck <clans" [Amendnent 1 to
Version J] addresses his <concerns; suggested a change to
subsection (e) on page 2.

NANCY HI LLSTRAND

P.O Box 170

Honmer, Al aska 99603

POSI TI ON  STATEMENT: Testified in opposition to HB 513;
suggested the need to spend nore tinme on it, and said it gives a
special privilege on public Iand wi thout an open public process.

JULI E DECKER, Executive Director

Sout heast Al aska Di ve Fi sheries Associ ati on ( SARDFA)
P. 0. Box 2138

Wangel |, Al aska 99929

PCOSI TI ON STATEMENT: Testified on HB 513.

DAVI D OTNESS

P. O Box 633

Seward, Al aska 99664

POSI TI ON STATEMENT: Testified that HB 513 is one of the nost
vi abl e things he has ever seen cone down the pike.

DOUG MECUM Director

Di vi sion of Commercial Fisheries

Al aska Departnment of Fish and Gane (ADF&G
P. 0. Box 25526

Juneau, Al aska 99802-5526
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POSI TI ON STATEMENT: Testified on HB 513; expressed support for
the econom c opportunity that mariculture presents, but said
[ Version J] doesn't address his concerns about sustained vyield;
suggested additional |anguage is needed in Title 38 specific to
t he bondi ng i ssue.

ACTI ON NARRATI VE

TAPE 02-29, SIDE A
Number 0001

CO-CHAIR DREW SCALZI called the House Resources Standing
Commttee neeting to order at 1:25 p.m [stated as 1:12 p.m].
Representatives Scalzi, WMsek, MQiire, Chenault, and Stevens
were present at the call to order.

HB 513- SHELLFI SH FARM NG

[ Cont ai ns di scussi on of HB 208]

CO CHAI R SCALZI announced that the commttee would hear HOUSE
BILL NO 513, "An Act relating to issuance of permts for
aquatic farmng of shellfish.™

Nunber 0042

REPRESENTATI VE STEVENS noved to adopt the proposed commttee
substitute (CS), version 22-LS168\J, Uernohle, 4/12/02, as a

work draft. There being no objection, Version J was before the
conm ttee.

Number 0075

REPRESENTATI VE McGUI RE presented the bill, speaking as chair of

the House Special Commttee on Econom c Devel opnent, Trade and
Tourism which had requested that the House Rules Standing
Comm ttee sponsor HB 513. She offered her belief that shellfish
mariculture presents a nmjor devel opnent opportunity for Al aska
and its communities, especially Southeast comrunities that have
suffered because of the decline of the tinber industry and even
the fishing industry. Saying there was a clear intent to
support the developnent of mariculture when the |egislature
enacted the limted entry constitutional anendnent adopted by a
wi de margin of Alaskan voters in 1972, she paraphrased Article
VIT1, Section 15, of Alaska's constitution, which states:

HOUSE RES COW TTEE - 3- April 12, 2002



No exclusive right or special privilege of fishery
shall be created or authorized in the natural waters
of the State. This section does not restrict the
power of the State to limt entry into any fishery for
pur poses of resource conservation, to prevent economc
di stress anong fishernen and those dependent upon them
for a livelihood and to pronote the efficient
devel opnment of aquaculture in the State.

REPRESENTATI VE McGUI RE characterized the bill as a conprom se
between the "common property" issue and the current limted
entry provision in the constitution. I ndi cati ng Co-Chair Scal zi

had also taken part in a neeting with the departnent, she
conveyed her belief that some of the problens that were
initially brought up had been addressed.

REPRESENTATI VE McGUI RE expl ained that for aquaculture farners
who want to develop a geoduck farm there are two separate

scenari os. First, there are sites with few or no geoducks
there was agreenent that those sites present no problem
what soever. The bill would allow permttees who had applied in

the past but were rejected based on technicalities to receive
permts and begin to actively farm and develop a geoduck
i ndustry in Al aska. She cited British Colunbia and Washi ngton
State as two places that have been successful in this regard.

Number 0382

REPRESENTATI VE McGUI RE reported that the area of controversy and
the issues involving the constitution relate to the second
scenario, sites with an existing biomss of geoducks. She
expl ai ned:

The ... initial work draft that we proposed woul d have
all onwed for an open season, if you will, for any other
comercial users to cone into that site, comrercial,
sport, or otherwse - all the wusers that are
recogni zed in the constitution - ... for a period of
time and renove all of the geoducks ... they could
during that period of tine. W had sone pretty
| engt hy di scussion about whether or not that tine
period was ... broad enough, whether or not there
could be sone energency situations that arise - for
exanpl e, a PCP [paralytic shellfish poisoning]
outbreak or things like that; we've tried to address
t hat .
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Nunber 0491

REPRESENTATI VE McGUI RE addressed concern that sonehow the rights
to the state's comon resource would be handed over to one
i ndi vi dual for exclusive use. Under [Version J] the farner of a
site with biomass can harvest no nore than 20 percent of the
biomass at the site, but then is required to show the Al aska
Department of Fish and Gane (ADF&G that the farnmer has
replanted the area with brood stock and that the aninals are
surviving there, before being allowed to harvest another
per cent age.

M5. MGU RE called this new approach a way to experinent and "a
conservative way of beginning a geoduck industry."” Addr essi ng
why the bill doesn't allow geoduck farns only where there are no
geoducks whatsoever, she remarked, "I think there are sone
peopl e who are going to experinment about that." In response to
a question, she explained that a geoduck is a type of clam
coveted in Asia, they are marketed in Japan for nedicinal and
heal t h-rel at ed properties.

Number 0663

REPRESENTATI VE MGUIRE noted that the geoduck industry now is
primarily a dive fishery, the exception being that a couple of
people recently were granted permt rights, one of whom had
provided a letter in support [of the bill]. She highlighted the
fact that "we are currently allowng people to go into sites
where there are geoducks, existing geoducks, that can be
classified as a state common resource, and we're allow ng people
to harvest them" Therefore, the bill says that this is already
allowed to occur, and asserts that farners shouldn't be treated
differently. It [would be] a clear mandate that the |egislature
wants to see the devel opnent of an aquaculture industry, and it
is a conservative way of beginning it. She added her belief
t hat it dovetails nicely wth HB 208, sponsor ed by
Represent ative Scal zi .

REPRESENTATI VE McGUI RE enphasized the need to talk nore about
econom ¢ developnent in the state, suggesting devel opnent of
resources such as these can help solve the fiscal problens.
Noting that Paul Fuhs [who is also a |obbyist for Al aska
Trademark Shellfish and other organizations] could answer
t echni cal guesti ons, she explained that al t hough not a
bi ol ogi st, M. Fuhs has been working on this issue for at |east
ten years, including working wwth the farners.
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Nunmber 0867

PAUL FUHS cane forward to testify, noting that this issue is
fairly conplex and is the subject of a court case because of
what he called "the indetermnate nature of this issue of wld
stocks. " He suggested the court suit would be dropped if the
issue is resolved through this managenent nethod, because it was
just a way to try to get a determ nation, since the |egislature
has never given a clear definition of the phrase, "and for the
efficient devel opnment of aquaculture"; he pointed out that it is
in the section of the constitution that says there nust be
public access to the resource except for limted entry fisheries

and aquacul ture. M. Fuhs said sone rulings in the superior
court were "pretty clear,” including one that said, "You really
can't have comercial fishing on an aquaculture site." He

added:

The departnment had that as a requirenent, that they
could open it up to commercial fishing later; the

court said, "No, that's really inconpatible.” They
also said that you can't hold back access to an area
because of a potential future fishery there. What
they were really cloudy on is ... the conmmon property
issue, so that they said ... you couldn't grant a
permt for anything over what's significant. Wl |,

the departnent didn't really have any clear definition
on what "significant” was; that was left w de open.
So they basically said that "if there's any nore than
what you'd need for brood stock, which is a very
mnimal [nunber] of aninmals, we can't issue you a
permt for that site," so you'd really be restricted
to applying for sites that basically had no animals on
t hem

Nunmber 1008

MR FUHS conti nued:

Vell, common sense tells you that if there's a lot of
animals in an area, it's because it's good habitat.
These clans are broadcast spawners: t hey broadcast
their seed and they settle in areas where you can nake
a |iving. So that's why we need to have a
determnation ... on this. | think it is a good

managenent system [ ADF&G raised sone really valid
i ssues about the original idea, where we said, "Wll,
let's just have the comrercial divers have at it, and
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then later on ... we'll turn it into a site." And
that woul d have beconme a pretty unregul ated situation
So that's why you have before you this conprom se.

MR. FUHS explained how reseeding will take place and how the
departnment would be able to verify it:

You put a plastic pipe into the ground, and you
plant four of themin there or however nmany you want,

and then you put a screen over the top. That's to
keep ... predators from eating them but still the
screen lets the plankton get in there. They eat
pl ankton; they're filter feeders. And so the

departnment would easily be able to go directly to
those and see if it's actually working before they
al | oned anot her all ocati on.

MR. FUHS returned attention to the bill. He told nenbers:
What the farnmers are saying is that the public would
continue to have access to these sites; ... people who
want [it] for their personal use, subsistence, would
have it, and ... they'd be able to take wild stock or
farmed stock, because it's really inpossible to
differentiate between the two. So we did want to be
able to ... nmaintain public access to it. So that is
inthe bill.
Nunber 1148
MR. FUHS also noted that the bill says one can only apply for a
permt where there is no preexisting fishery; he said it 1is
restricted to sites wthout a comercial fishery. He
highlighted the policy issue for the comittee: whet her to
recognize farmng as a "recognized comrercial wuse ... of the
fish." Reiterating that the public will have continued access,

he indicated passage of this would recognize two commerci al
users: the dive fishernmen and those doi ng aquacul ture.

MR, FUHS told nenbers he would read sonething he believes suns
it up, "froma proposal by the divers and Departnent of Fish and
Game to go in an reseed areas that they have already depleted,
and, as Representative MQuire said, they tend to clunp up in
dense pockets, so that's where the divers go." He said sone of
these areas have been depleted down to 20 percent of the
original resource, "so they want to go back in and seed it,
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which we kind of ook at as like mariculture; that's what we're
tal king about.” He then read:

This enhancenent project <could help rebuild the
bridges burned [during] the 1999 aquatic farm opening

bet ween conmmer ci al di vers and aquatic farnmers
proposi ng geoduck culture. The different industries
are, in fact, conplenentary. Aquatic farnms will have
product for sale vyear-round and wll be able to

establish strong markets. Commercial divers only have
product for sale a few days each year when [ADF&G
opens a commercial dive fishery.

If co-ops are ... forned, farmers and divers wll
benefi t from shared mar ket s, shar ed paral ytic
shell fish poisoning testing, shared processing and
transportation, shared technology, and the probability
of reducing the cost of seed through bul k purchases.
Aquatic farnms will be able to enploy comercial divers
between fisheries openings and, additionally, divers
will be able to work with the departnent to dive when
PSP levels are low, as indicated by ... PSP testing
occurring on aquatic farnmns. When [geoducks] are
shi pped whole instead of gutt ed, there is an
exponential increase in the product val ue.

MR. FUHS said divers don't get a very high price now because
they nmust send the product to Palner for testing, where it is

ground up and fed to mce. He added, "If they keel over, they
say, 'You've got to conpletely cook them you can't sell them
fresh.'" Wth the farnms, however, there would be continuous
testing. He said divers get 75 cents a pound, whereas
[ geoducks] would sell live for $8 to $10 a pound.

Nunber 1326

REPRESENTATI VE STEVENS noted that the bill would apply statew de
and isn't specific to geoducks.

MR. FUHS responded by pointing out an error in the bill. He
said the original request to the drafters was that the bill say
"only subtidal species". Indicating the departnment had been
consul ted, he proposed replacing the word "shellfish", wherever
it occurs, with "geoduck clans”. He expl ai ned:

That's really the problem we're trying to sol ve. For
the intertidal species like Ilittleneck clanms, the
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departnent seens to have developed a way to allow a
commercial fishery and then transfer the site to the

farmer. ... So wherever you see "shellfish" in here,
if you put "geoduck clams", ... it's not going to
spill over - because as it's witten now, it's going

to apply to shrinp, crab, any other kind of shellfish,
and that's not the intention.

Nunber 1426

REPRESENTATIVE MGU RE offered conceptual Amendnent 1, to
substitute "geoduck clanms" wherever the bill says "shellfish".
[ No objection was stated, and conceptual Amendnent 1 was treated
as adopt ed. ]

REPRESENTATI VE McGUJI RE asked M. Fuhs to informthe conmttee of
what has happened with littleneck clanms and what the departnent
has done to facilitate that industry.

MR. FUHS replied that on littleneck clam farns, "they allow a
period of a comercial fishery on there; it's not a limted
entry fishery, but anybody can go in and harvest them
commercially."” He added:

After they harvest those, then the site is turned over
to the farnmer for ... further cultivation, and as the
small ones that are left grow up, those really are
turned over to the farnmers. So it's essentially what
we're talking about here that's been worked out for
littleneck clams, but it's just a little different
because the full public gets access to that, not a
limted nunber of divers.

Nunmber 1488

REPRESENTATI VE STEVENS asked, "If soneone has permssion to
harvest, they don't get permssion again next year until they
have reseeded. Is ... that the only basis for denying soneone
perm ssion, and how can we be sure that, in fact, it wll be
reseeded? ... Wat if sonebody doesn't cone back the next year -

they just take the product and di sappear?”

MR, FUHS replied that the Departnent of Natural Resources (DNR)
and ADF&G have al ways required that a bond be posted, so that if
soneone goes bankrupt or |eaves, there is noney to take care of
it. "And we've always agreed to that," he added.
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REPRESENTATI VE STEVENS asked whether there will be a bond or
sonme such [protection], then.

MR, FUHS said yes.

Nunber 1557

CO CHAIR SCALZI requested clarification. As for soneone's
ability to take [up to 20 percent of the geoduck clans on those
sites that already have geoducks], he asked, "Is that with a

comon- property opening that you're tal ki ng about ?"
MR. FUHS answer ed:

No, that's just really for the farmner. And the
problemis ... that originally, when we |ooked at 100
percent, it's reasonable to go in and have ... a
commercial dive fishery on it, because they go in and
then they cone out. If you're just taking pieces of
it and then having a dive fishery trying to conme in on
top of it, people setting anchors, dragging anchors,

digging up the areas next to it -- and that's why
we thought it was practical in the first place. But
if they're going to this nore-managed type of a
situation, it really doesn't Ilend itself to a
commerci al fishery.

CO CHAIR SCALZI said he'd thought the first inpetus was, simlar
to what occurs for littleneck clans, to "open up a certain area
for 'conmmon property' and commercial, and then have that area be
allowed for farmng."

VR. FUHS said that was the original concept, but for
littl enecks, 100 percent of |egal-sized clans are allowed to be
t aken. The objection of the departnent was that doing so [for
geoducks] could destroy the resource or do major danage to it.

CO CHAIR SCALZI offered his understanding, then, that now it is
just the 20-percent harvest of those sites, but it is only to be
taken by the farmer.

REPRESENTATI VE McGUI RE nenti oned personal and subsi stence use.

MR. FUHS responded, "Well, and/or in addition to personal use by
peopl e, but not other commercial use.”
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CO CHAIR SCALZI said that except for subsistence or personal
use, then, "which you have to access through diving anyway,"
that woul d be exclusive to the farner

MR, FUHS replied in the affirmtive.
Nunmber 1691

CO CHAI R SCALZI suggested the checks and bal ances would be that
DNR or sonebody would have to assess the site later to ensure
that just 20 percent was taken. He asked, "Is that in
perpetuity on that site, or is there a tine limt when the
farmers would be able to take nore than the 20 percent?”

MR. FUHS responded, "The way that this is set up, ... if you
don't neet the departnent's requirenment that you have reseeded
the site and that you' ve restored that population, you don't get
t he next 20 percent.”

CO CHAI R SCALZI asked whet her someone el se could get the next 20
percent, then.

MR. FUHS replied, "The farmer would get the next 20 percent
after showi ng that they had successfully reseeded that area.”

CO CHAIR SCALZI suggested it is 100 percent over a period of
time, then, that the farmer could take those [if able to
denonstrate successful replacenment of the resource]. He also
sought clarification about the nmeaning of "preexisting fishery"
and the reason this uses sites on which there has been no
commercial dive fishery.

MR. FUHS answer ed:

W didn't want to go into sites that the divers were
working on. ... |It's really inconpatible to have a
farm site and a dive site. So if ... the fishernen
haven't been fishing on it and it's not being used,
that's why we're just trying to take up what's not
bei ng used. W'd really create a conflict if we went
into say we want to ... take an existing diving site.

CO- CHAIR SCALZI offered his understanding, however, that when
there is an existing site for a geoduck harvest, "they take
pretty much everything there because it's very obtrusive" and
that "after the divers go through, there isn't anything left
t here. ™
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MR. FUHS said there still are sone, an estimted 10 to 20
percent. "You just can't find themall,” he said. "And there's
smaller ones in there that cone back. So ... you can't actually
ever take 100 percent.™

CO CHAIR SCALZI asked about the age at which [geoducks] are
harvest ed conpared with [ittleneck cl ans.

MR FUHS said he didn't know about |ittleneck clanms, but
geoducks [are harvestable] at between five and seven years. He
added, "That's why we figured 20 percent. You've got a kind of
rotation. The ones that you plant in the first year wll be
ready about five years out, ... and then you should be able to
have continuous ... harvests comng online to maturity." In
response to Co-Chair Scal zi, he said the average age of geoducks
is about thirty years. He also said shellfish tend to grow a
little faster in Alaska, as seen in other species, because of
t he hi gher plankton count. Adding that the cost of "the surveys

and everything" will be borne entirely by the farner, M. Fuhs
remarked, "We're also agreeing to that. So we're not asking for
general fund noney or anything to fund this; we'll pay all the

costs of it."
Number 1931

GARY ZAUGG testified via teleconference. First reading fromhis
witten testinmony submtted to the commttee, he inforned
menbers that he is a geoduck farner residing in Ketchikan; as of
yesterday, he is also the first person in Al aska to be permtted
for subtidal, on-bottom geoduck mariculture. He thanked
Representatives McGQuire and Scal zi for attention to this issue,
suggesting that introduction of this l|egislation validates "our
rights as a user group"” of this resource.

MR, ZAUGG said developing a franework for nanaging the "natura
set stocks inside the boundaries of an approved mariculture
site" is the issue at hand for the on-bottom nariculture
i ndustry. He noted that he'd been advised recently by ADF&G of
managenment concerns wth the original bill; he offered his
under standing that ADF&G believes allowing "a depletion harvest
- limted entry fisheries - followed by a mariculture |ease
allowing additional wutilization of the remaining stocks, would
not be an effective managenent tool for the protection of the
resource, the concern being that, over tinme, people could use
the mariculture leases to access natural set stocks and harvest
them wi thout any positive control by the ADF&G " M. Zaugg
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highlighted the wvalidity of the point that ADF&G needs the
ability to maintain control of these sites in order to ensure
protection of the resource.

Number 2054
MR ZAUGG told nenbers:

The question then beconmes what type of nmanagenent
situation needs to be created that gives ADF&G the
latitude it needs to pronote the efficient devel opnent
of aquaculture in this state while mintaining a
sustainable utilization of the existing resource
within the boundaries of a mariculture |ease. That
system should pronote the devel opnent of the industry
and protect the resource itself for the future
generati ons.

The answer in ny mnd has always been the concept of

"utilize and replace.” It was the basis for ny 1999
application, and today remains the obvious answer to
the ADF&G s concerns. As an industry, we have the

unique ability to propose creating a system of
controlled utilization of the resource, coupled with a
verifiable replacenment program The details of that

system are being proposed here today, and, | think

shoul d satisfy the ADF&G s concerns over nanaging the
sustainability of the resource. That is, of course,
only i f you agree that shel I fish maricul ture

| easehol ders constitute a user group that has the
right to propose a comercial wuse of the resource
i nsi de the boundaries of the | eased area.

| support the developnent of this legislation. And as
a farmer, | can accept provisions being proposed today
in the commttee substitute, and will continue to work
hard to develop a sustainable and fair program for
this industry as well as the other users.

Nunber 2204

MR. ZAUGG addressed the issue of [harvesting] 20 percent a year
and then reseeding through having a "verifiable reseeding
policy". He asked whether that neans that after five years the
ability to only harvest 20 percent at a tinme would be changed,
and whether there would be nore latitude to possibly harvest
nore if it turns that growh rates are faster, for exanple. In
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response to Co-Chair Scalzi, he added that if 20 percent were
taken of the stock froman area, and if it were a five-acre site
divided into one-acre units, he believes that the reseeding
would be at a substantially higher density than that for the
initial 20 percent. He offered his wunderstanding that the
concern of [ADF&GF has "always been the access for the initial
removal of the resource, and then nmaking sure that you had 100
percent of the initial volume there at the termnation of the
| ease, in order to ... protect the comon-property resource.
So, technically, within two years of harvesting two sets of 20
percent, you could have probably doubled the population on that
particul ar area."

CO CHAIR SCALZI asked about fairness and whether M. Zaugg
believes the 20 percent would be in perpetuity. O would he
demand a hi gher percentage after being the one who reseeded and
who had exclusive rights to a particular farmsite?

MR, ZAUGG indicated it is up to the legislature, but again
suggested that after the initial cycle, [the farnmer] would be
mai nt ai ni ng a bi omass higher than the initial one.

Nunmber 2383

REPRESENTATI VE McGUI RE enphasi zed her desire to stick with 20
percent, which she believed to be a "conservative estimte."

She added, "I feel confortable with the 20 percent because it
allows us to protect the resource and ensure that it's being
repl anted year after year after year." She suggested perhaps it

could be revisited by a future legislature if the industry
devel ops as she hopes it wll.

Number 2419

MR, ZAUGG in response to a request for details on how his
oper ation works, expl ai ned:

| just received an operational permt yesterday from
[ADF&G, so | haven't actually started yet. There's a
group of wus down here that have put together a
program all of us individuals w th individual sites,
with the expertise for our group comng out of a farm
that's currently in Wshington in terns of the
techniques on how to plant, ... and they're going to
be comng up and helping us with those techniques
as we nove forward here in the next couple of weeks.
As far as marketing goes, |'ve been licensed since
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the early '90s and have dealt wth the commerci al

geoduck fisheries in ternms  of processing and
mar ket i ng. And if | had nore tinme, | could explain
how the marketing works, but ... we're very

involved in all of that.

REPRESENTATI VE STEVENS surm sed, then, that there is no nmarket
short age.

Number 2520

SCOTT THOVAS (ph) testified via teleconference. He expl ai ned
that he was part of group of forner fishernen - "friends of mne
and a couple of investors”™ - who in 1993 fornmed a conpany call ed

Al aska Trademark Shellfish specifically to develop shellfish
aquaculture in Alaska, with the enphasis being on-bottom geoduck
clanms, "which represents probably about 80 percent of our
proposed production, if and when we get into business.”

MR. THOVAS offered his belief that this bill represents a com ng
together of all the parties and a | aying down of swords, because
it puts the focus where it needs to be, on sustainability and
per petuation of the species. Previously, he indicated, people
were caught up in who profits from the existing standing stock
and resource, taking focus from what he considers the real
issue. He told nenbers:

If a guy's going to use the aquatic farm Act to strip-

mne resource, ... we have always said that we don't
want to be involved in that. Qur intentions ... are
honor abl e. We've ... done a trenendous anount of

work; we've done a trenmendous anount of research.
We've had Alaska Science and Technol ogy Foundation

[ ASTF] grants. W' ve studied what they've ... done in
Washi ngton and in Canada. And the ASTF grant, ... we
spent two years developing brood stock, ... bringing
brood to the hatchery and they would spawn ... the
br ood. And now they have juvenile geoduck clans
avai | abl e.

Number 2629

MR. THOVAS remarked that the bill holds "our feet to the fire"
with regard to sustainability and perpetuation of the species.
It gives farmers the chance to wutilize 20 percent of the
resource, but requires replanting it. He told nenbers, "W
don't want anybody else com ng here ... and abusing or m susing
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the program So | think this really represents a conng
together and addresses the real i ssue. " Acknow edgi ng
controversy over finfish farm ng, he nevertheless pointed out
that it provides a year-round product, maximzes value, and
all ows a consi stent size.

MR. THOVAS told the conmttee there is a trenendous market for
[ geoducks] and that there is no conparison between the current
utilization and value obtained from the "capture fishery" -
which this year saw an average ex-vessel price of 80 cents a
pound - and an aquatic-farm ng scenario under which he believes
the value would rise trenendously because there wll be
"positive control," ongoing nonitoring, and good historical data
on PSP, for exanple. He surmsed that the sane people who have
resisted efforts to develop [geoduck] farms will, in three or
four years, be sone of the biggest advocates. "W just need a
chance to nake this programwork,” he said.

MR. THOVAS noted that he fished comercially since he was 14
years old, and got out of the Southeast seine business three
years ago to get into this business because he has seen what
aquatic farm ng has done around the world. He said:

W need to participate in these industries. And if we
can't work these issues out, then ... we're going to
mss this train. | think we're way behind the curve
right now, as it is, with on-bottom aquaculture. |[|'ve
been to Washi ngton. |"ve seen these farns. | see
what they' re doing. They're working, and they can
work here. And there's sonme good people in this state
with "Al aska ability to get it done.” And one of the
big things is, we have this hatchery. The state spent
tw and a half mllion dollars on this world-class
shellfish hatchery in Seward, and we need to start
utilizing this thing. | nmean, these fol ks have seed
up there that they can't sell to these farns.

MR. THOVAS concluded by saying he thinks the bill is a good
thing, and that "we're com ng together here."

Number 2780

PAUL SEATON testified via teleconference, inform ng nenbers that
he'd been concerned the bill would overturn the Ilocal public
process to determ ne that shore |eases were not appropriate for
critical habitat in Kachemak Bay; however, the change [through
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Amendnent 1] replacing "shellfish" with "geoduck clans" takes
care of his concern.

MR. SEATON called attention to page 2, subsection (e), where it
says "20 percent of the bionass"; he said there is sone question
whether it mght be better to say "20 percent of the area",

because biomass wuld be a changing figure. "It's not
harvest abl e bi omass,” he expl ai ned. "It's total biomass that,
when you get reseeding, ... what's the calculation going to be

[and] how it's going to be done?" He suggested it would be nore
of a problem to admnister, for exanple, if it were 20 percent
of the biomass instead of 20 percent of the area.

CO CHAIR SCALZI said that would be considered and that it was a
good point because 20 percent of the area is easier to discern

He added, "From what | understand, you pretty nmuch take them all
when you harvest."

Number 2895

NANCY HI LLSTRAND testified via teleconference in opposition to
the bill, noting that she'd also had a problem with using the
word "shellfish". She remarked that with a right conmes a
responsibility, including a responsibility to the conmon
property resource and to allow [ ADF&G to "uphold sustainability
of interrelating fish and wildlife species, because it's very
conpl ex. " She suggested the need to spend nore time on the
bill. Most inportant, she said, is the responsibility to not
allow [l egislation for] special interests; however, this gives a
special privilege on public land but wthout an open public
process.

M5. HI LLSTRAND, a fish culturist for 22 years, said she has seen
what happens behind the scenes in the business. She pointed out
that with mariculture there are problens worldw de with disease,
predator control, genetics, and so forth when there isn't
oversi ght. She noted that conmmercial processors have to go
through a mnultitude of permts and overlapping regulations.
[ Not on tape, but taken fromthe Gavel to Gavel recording on the
Internet, is that she believes regulation and the whol e process
are healthy, and that there is a need to nake sure this is open
so that people have a chance to talk about it.]

TAPE 02-29, SIDE B
Nunmber 2980
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M5. HI LLSTRAND conveyed concern about the speed with which this
happening for people in Southeast Al aska. She concl uded by
sayi ng she doesn't think it is a good idea.

Number 2962

JULIE DECKER, Executive Director, Sout heast Al aska Dive
Fi sheries Association (SARDFA), testified via teleconference,
noting that SARDFA has been involved in the aquatic-farmng
di scussion since the 1999 application period when the first
geoduck-farm applications were submtted. She said SARDFA has a
| arge interest in aquatic farmng; in fact, three out of eight
of SARDFA' s current board nenbers are geoduck-farm applicants.
Furthernore, aquatic farm ng also holds potential for underwater
harvesters in Southeast comunities who are |ooking for nore
econoni ¢ opportunities |ike these.

M5. DECKER expressed appreciation for the efforts of M. Fuhs to
come up with a conpronmise that will "pull the 1999 geoduck-farm
applications out of court and get us all out working again.”
She said although the SARDFA board didn't support the origina

HB 513, the board hasn't seen the l|atest proposed CS
[ Version J].

Nunmber 2908

M5. DECKER drew attention to Section 1, subsection (d), and
suggested further definition is needed for the phrase, "site
where no preexisting commercial fishery occurs”". She offered an
exanple that she said isn't well defined by that | anguage:
SARDFA has been working along with [ADF&F on devel oping and
expanding the geoduck fishery into new areas; the industry has
been conducting reconnaissance surveys, and [ADF&F has been
conducting biomass surveys that follow the industry's surveying.
This has been funded through a conbination of voluntary industry
surveying, voluntary and mandatory industry taxes, and federal
and nearshore-fisheries research funds. Al t hough these newy
surveyed areas haven't yet been fished comercially, nuch effort
has been put forward [by] the industry and [ ADF&G to eventually
open these areas for commercial fishing.

M5. DECKER also called attention to Section 1. Wth regard to
subsection (d)(2), she said SARDFA has expressed support in the
past for this general concept of requiring [ADF&G to conduct a
bi omass survey and having that paid for by the farm applicant;
therefore, [SARDFA] is in support of that. Wth regard to
Subsection 1, subsection (f), she asked what the consequences
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will be if a farnmer doesn't restore a bed of potentially 400, 000
pounds of geoducks to its original population. Not i ng that
testinmony had indicated a bond would be posted through DNR, she
asked whether that bond would "range" and "go higher for the
hi gher amount of resource that m ght be there.”

Nunber 2825

MS. DECKER conveyed concern about what happens to other species
on the farmsites; she nentioned limted entry fisheries such as
for sea cucunbers, and unlimted fisheries such as for "horse
clans” that mght also be on the farmsite. She noted that the
fishery for horse clans, although not currently "online," is one
SARDFA is trying to develop through funding research to survey
areas and so forth. Horse clans and geoducks often inhabit
simlar areas and overlap; in fact, in [British Colunbia] the
geoduck permt is actually a geoduck/horse clampermt.

Number 2767

M5. DECKER clarified that the comrercial divers take 2 percent
per year of the existing biomass, as required by a Board of

Fi sheri es managenent plan on geoducks. She also pointed out
that in Washington State, geoducks are being farned in shallow
intertidal areas where they don't naturally grow She

explained, "So it's not necessarily true that you have to have
geoducks grow ng sonewhere in order to successfully farm them
What is necessary is the substrate and nutrients in the water."

M5. DECKER told the committee SARDFA is interested in reaching a
conprom se to allow geoduck farmng in order to then solve sone
| arger problenms, the largest of which right now is a "PSP
protocol for live shipnment” from the Departnent of Environnental
Conservation (DEC). She said:

Wth this in mnd, the SARDFA board has endorsed a
conprom se which it believes would satisfy nost of the
current geoduck-farm litigants. The conpronmise is to
allow geoduck farmng on sites where there is an
insignificant ampbunt of wld stock, as Judge Thonpson
rul ed, and allow the farners to harvest this
insignificant amount of wld stock so it does not
inhibit their farmng activities. Several of the
current litigants do not have ... a large portion of
geoducks on their sites - wld geoducks - but they
were saying that [ADF&G is not allowing them to
harvest those on their site, and so that poses
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problens for them W believe that this is a
conprom se that would sol ve nost of those problens.

CO CHAIR SCALZI requested Ms. Decker's comrents in witing, if
possi bl e, saying there were sonme good points.

Nunber 2654
DAVID OITNESS testified via teleconference, noting that he
actually had wanted to comment on "the other bill being

i ntroduced."” He said:

In all ny years of fishing, from the days of the fish

traps to what we're seeing now in terns of limtations
on our ability to get out and harvest conmmercially,
for whatever the reasons, | am just a very, very

strong proponent of the legislature's action in trying
to develop this as an alternative, especially on our
coasts, where we have very little in the way of
alternate occupations other than tourism W' ve
basically developed a four-nonth econony that we're
supposed to sustain ourselves on, and it's not working
out. A lot of these towns are just dying on the vine.

MR. OINESS offered thanks, especially to Representative MGQuire.
He concluded, "This is one of the nost viable things |'ve ever
seen conme down the pike, and I suggest we get with it."

CO CHAIR SCALZI invited Doug Mecum from ADF&G and Blaine Hollis
fromthe Departnent of Law to the wi tness stand together.

Number 2550

DOUG MECUM Director, Division of Comrercial Fisheries, Al aska
Department of Fish and Gane (ADF&5, thanked Representative
McGuire and Co-Chair Scalzi for their work. He stated:

W  obviously support this economic devel opnent
opportunity that mariculture represents as well. Ve
were very nmuch in support of HB 208, which we think is
inportant |egislation that would provide a junpstart
for the mariculture industry in the state of Al aska
But we also have been trying to support econonic
devel opment through the commercial fishery, as well,
over the course of the past ten years - that is, the
commer ci al geoduck dive fishery. And, in large part,
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these are sort of separate tracks, and they've been on
a collision course.

Let me just talk a little bit about how we've tried to
develop the comercial fishery. The comerci al
fishery is not opened in an area unless the departnent
conducts a detailed and conprehensive biomass survey
of the area. So the departnent goes out, finds the
sites, and, as Julie Decker from SARDFA tal ked about,
we do that in cooperation with the industry. These
surveys are funded, in large part, by federal funds
we've been successful in obtaining over the past
several years, but also through taxes that are |evied
upon the divers thenselves through the Southeast
Al aska Di ve Fisheries Association |legislation that the
| egi sl ature passed sonme years ago. So the thing that
really has started the devel opnment of the comrerci al
fishery has been the infusion of this capital, this
i nvestment, none of which has occurred from the
| egi slature, but still an investnment and, in |arge
part, an investnent by the divers thensel ves.

Peopl e have asked us, over the years, to open up areas
so that they could harvest these clans, providing this
econom ¢ opportunity. And the departnent has told
them "no," this is the commercial fishernen; "no"
until we have ... adequate funds for nonitoring and
managenent; and "no" until we can ensure the sustained
yield in the managenent of these resources. They
bought into that, and the |egislature bought into that
when t hey adopted the SARDFA | egi sl ation.

So once we got this noney online, we started to nobve
into other areas. | guess we could have just as
easily said, "The whole districts 1 through 14 are
open; go out there and harvest." And those areas
woul d all be now open to commercial fishing. W did
not do that. W wanted to make sure we were doing it
in a sustainabl e fashion.

Four years ago, we were approached by people wanting
to start farm ng geoducks. And the biggest problem
that we ran into there was this sort of appropriation
of t he comon property resource for private
individuals, and we still struggle ... wth that
i ssue.
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MR. MECUM returned attention to [Version J], saying he stil

personal ly had sone concerns about the constitutionality. He
explained, "It would, in effect, appropriate a public resource
and transfer ownership of those resources to a private
i ndi vidual for the purposes of financing their farm operations,

for econom c opportunity. | don't have a personal problem with
it; I just think there's a legal problemwth it."
Nunber 2350

MR. MECUM expressed appreciation for the attenpt to deal wth
sustained yield by only allowng a harvest of 20 percent until
[ successful] seeding is docunented and denonstrated. He offered
his belief, however, that it doesn't go far enough. He
expl ai ned:

In essence, what you have here is that in 5 years al
of the naturally occurring geoduck stocks would be
gone. And, as was stated in sone of the earlier
testinony, these are animals that, on average in the
commercial fishery, are 30 years old, and they range
upwards of 150 years ol d. And | don't believe that,
., Just by the sinple fact of getting spat from the
hat chery and putting a plastic tube down and putting
four spat in there, you ve denonstrated that you're
capabl e of restoring the stocks back to their original
condi tion. | don't believe that it does address the
sust ai ned yield questions and concerns that | have.

MR. MECUM noted that he'd only seen [Version J] about 30 m nutes
before this hearing began and sai d:

Of the top of ny head, | would say sonething that
woul d actually be nore conservative with respect to
sustained yield would be perhaps sone period of growth
woul d occur and then you would say, "Yes, in fact they
are growi ng and have becone established in this area,"”
not just the fact that you' ve seeded them So, as was
stated in earlier testinmony, we think it's probably
around seven years. We've never farmed geoducks in
Al aska, so we don't know. But from what we know about
what's happened el sewhere, perhaps seven years, mnaybe
as soon as five, but ... probably seven years before
you'd actually have a geoduck raised up to what would
be a marketabl e size.
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So all I'm saying is, | don't believe one cal endar
year provides nme with the kind of confort that | would

need to have to ensure that, in fact, sustained yield
woul d be possible through this approach, because, as
[Co-Chair] Scalzi said, | think this is essentially

adopting a 20-percent-harvest-rate approach, whereas
in a coomercial fishery we believe a 2-percent harvest

rate is sustainable. And the 20-percent-harvest-rate
sustainability is all premsed on seeding, which my
or may not work. | certainly hope it does, because we

are permtting geoduck-farmng sites in sonme areas,
but it's not been proven. So that's a concern of
m ne.

MR MECUM offered that changing the |anguage [through
Amendnent 1] to address just geoducks rather than all shellfish
is a good idea. Acknow edgi ng that DNR would be better suited
to address the issue, he also related his belief that the
restoration bonds that exist in statute deal "just with sort of
the cleanup of the site" if soneone has a |ease, making sure
that structures are renoved and that net pens and so forth are
taken care of. However, they wouldn't deal wth issues of
either the value of the standing stocks being renoved or the
sustainability.

MR. MECUM therefore suggested the need for additional statutory
| anguage in Title 38 to deal specifically with that, and that
the legislature would need to decide whether that bonding
requi renent "went to the value of the resource or went wth
seeding and restoration costs of the resource, or both, and
whet her that bonding value that's in that bond deals wth just
the current value of the resource - what that value's based on -

and whether there's any ... value in perpetuity that you [m ght]
consider." He enphasized the need to flesh that out.
Nunber 2170

REPRESENTATI VE STEVENS asked about the size of the resource
currently, and how the size of a site is established.

MR. MECUM replied:

As far as the total population or biomss of geoducks

in Southeast Alaska, | don't think we know. e
haven't surveyed all areas yet; we're still doing
t hat . It's probably over ... 10 mllion pounds, at
| east . And | think one of ... the sites that was in

HOUSE RES COW TTEE -23- April 12, 2002



. not this last application period but the period
before sought to gain title to somewhere around half a

mllion pounds in one area.
Geoducks are ... not wdely distributed in Southeast
Al aska. Sout heast Alaska ... is pushing on the

northern extrenes of the range of the species.
Geoducks are nuch nore abundant as you go further
south; the epicenter of production is ... sonmewhere in
British Col unbi a. So we don't have very large
popul ations up here. Recruitnment is very sporadic and
infrequent, and they exist in isolated pockets [and]
beds in wvarious areas around Southeast Alaska, in
areas of particular types of substrate, that is,
primarily sandy bottons.

And as far as the site question, you're talking about
how the mariculture sites would be determ ned.
The way that ... HB 208 envisions these areas' being
determned is that the departnent, the agencies, would
go out and find areas that are, quote, unquote,
"suitable for mariculture.” The way that the current
process works is that individuals apply for specific
sites, and HB 513, as far as | can tell, ... would
fall under the existing process. So, in that case
the applicants would be determning where these
harvests are occurring; it's not the departnent.

Number 2036

REPRESENTATI VE STEVENS referred to M. Decker's concerns about
i npacts on other species on the sites. He asked whether that is
a concern of M. Mecumas well.

MR MECUM answer ed:

Well, there could be sone inpacts on other species,
but one could argue that there could be inpacts on
other species in the comercial fishery as well. I
guess it would depend upon a case-by-case evaluation
of each site. | really couldn't answer that in a
general sense.

Number 2003

REPRESENTATI VE M GU RE expressed appreciation for M. Mecuns
hard work on this issue. She referred to testinony suggesting
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perhaps it would be better to allocate 20 percent of an area
rat her than 20 percent of the bionmass. She expressed concern
that if someone picks [the area] that has 80 percent of the
bi omass on the site, that wouldn't be good nmanagenent of the
resource. She asked for M. Mecunm s thinking on this.

MR. MECUM concurred that it is a big problem with the area
concept, noting that 20 percent of the area could be 100 percent
of the [bionmass].

REPRESENTATI VE McGUI RE addressed the constitutionality, offering
her own understanding with regard to sustained yield that these
farmers will be [remunerating] the state by replanting the seed
stock. She said:

Now, your idea about adding in a provision, perhaps a
del ayed nunber of years to see that that growth
occurs, I'm ... not necessarily saying is a bad idea;
that mght be sonmething that we could incorporate in.
W do it wwth other resources in the state, and we
are a resource-based state, and we admt that right
away. W have conmon property. And that's why that
anendnent to the constitution that was passed by ... a
wide range of voters on limted entry was such an
i ssue. There were people at that tinme that said,
"Wait a second. ... Wiy should certain individuals be
given an exclusive right to go into any fishery and
access that for their noney, for their wealth?" And
you touched upon that briefly.

Certainly, the farmers would be using sone of the
profits to offset the cost of their brood stock. But
it seenms to nme we've already addressed that

t hrough the constitution. And | agree with you that

the original draft of the bill had constitutional
problens, but | really, firmy believe ... that by
controlling it at 20 percent and saying you' re going
to put back -- in fact, if anything, | think it's
requiring a higher threshold than we do in other
limted entry situations. Certainly, we give |eases
to limted entry, and we don't ask them to replenish
the resource, ever. In this case, we're going above
and beyond and saying, ... "W're really going to
satisfy sustained yield; we're going to put it right
back ... into the ground, so to speak."

HOUSE RES COW TTEE -25- April 12, 2002



REPRESENTATI VE McGUI RE asked to hear nbre on M. Meecums train
of logic on that.

Nunber 1830
MR. MECUM repli ed:

Qobviously, there's sonme interpretation that has to
occur here relative to the tension between the

constitution and what is ... too exclusive and what
isn't. | think you' d agree that one is pretty
excl usi ve. The limted entry program has cone under
chal | enge bef or e. It's been shown to be

constitutional, but it's been pretty clear from the
deci sions that have been reached that anytine you
start getting too exclusive and too small of a class,
the court has thrown that out. And | guess that's
about as far as | can go wth it, because the reality
is that this specific issue - M. Fuhs is correct and
you're correct - ... has not been litigated; it has
not been decided by a court what that provision nmeans
specifically. And this specific issue of transferring
ownership to one individual for private ownership

has not been tested, as far as | know.

REPRESENTATI VE McGUI RE r esponded:

You're representing it as transferring it to one
i ndi vidual for private ownership, and | want to take
issue with that, to nake sure that the commttee isn't
confused by that, because that's not what's happening
her e. What you're doing is, you're giving a |ease,
much like we do for oil leases or limted entry
permts. You're giving an opportunity for an
i ndi vidual Al askan to access the resource for persona
gai n. And we do it all the tine. What you're not
doing is transferring permanent title of a comon
resource of the state to an individual

The second thing is, we are saying, in perpetuity,
that so long as this lease is in existence, you can
access it for personal use, for subsistence use, for
all those things. And it's the sanme thing that we do
in the comercial ... fishing industry. W say, "You,
: Representative Stevens, have a commerci al

limted entry permt," but we don't say, "You, village
of wherever, do not have access to, then, go in and
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fish,” or, "You, personal sport fisher that wants to
put fish in your freezer, do not have access.” e
have a history in this state already, through the
limted entry provision in the constitution, of
bal anci ng user groups. And | want to make that clear
on the record, that that's sonething that | consi dered
very thoroughly ... in doing this bill

So what we are saying, though, is that we have user
groups out there, and if you want to have all the
comercial users cone in, that's probably going to be
too much pressure.

REPRESENTATI VE McGUJ RE, on anot her issue, said:

Don't you think that it matters that in the
constitutional provision it was specifically stated
"and to pronote the efficient devel opnent of
aquaculture in the State"? And even though it hasn't
been interpreted, there's a statenent nade. And
that's one of the things when you go down in a court
case: if the legislature says it and touches on it,
there was clearly an intent for that to be a part of
it. ... How do you respond to that part of it?

Nunmber 1654
MR. MECUM r esponded:

| guess, from ny perspective, if this specific sort of
a practice had been envisioned by the |egislature, by
t hat st at enent, t hen, I think they would have
devel oped the statutory framework, and the |egal and
regul atory framework would have been built around that
toallowit to occur.

REPRESENTATI VE McGUIRE replied by citing the aquatic farm Act,
but noted that she and M. Mecum disagree what the intent of
that Act is. She added, "After the constitutional amendnent
passed, another legislature cane in and said, '"Not only is it in
the constitution, but now we have the aquatic farm ng Act, which
allows for permts and allows for ... the developnent of this
industry. That's kind of where we started on this problem™

MR. MECUM said that is a good point. He said the aquatic farm

Act that sprang fromthis set of laws tal ks about this specific
i ssue. He continued:
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It tal ks about people obtaining ownership of standing
stocks, but only for +the purposes of brood-stock
culture and propagation. So when the |egislature did,
in fact, develop the legal and regulatory framework of
the statutory franework to inplenent this, they spoke
to this issue and they provided for a l[imted purpose.

And don't get nme wong: | don't have a problem with
sonebody doing these things. ... But ... as an agency
enpl oyee, | have a responsibility to interpret ... the

existing laws and statutes, which is what we've
tried to do to the best of our ability.

And just one philosophical coment, and that is that
.. | understand very well, and | appreciate your
comment about trying to strike a balance. |  know
that's your interest, and it's ny interest as well.
And we've tried, to the best of our ability, to strike
that balance, and one of the ways that we've
determ ned we mght be able to do that - and has been
reaffirmed by the court and through a lot of public
testimony and a lot of public hearings, and even
suggested by sone of the farnmers thenselves - is to go
to areas where there are not significant popul ations
of geoducks, and areas that appear to have the
suitable substrate type, [to] go to the hatchery,
purchase the seed, ... take the brood stock back,
raise the juveniles, bring them back and plant them
and farm and reap what you sow.

And that's the balance that we've tried to strike. It
hasn't worked for everybody, has worked for sone; sone
people are being permtted to do this. In fact, |
believe three or four of the six applications during
this ... last application period will be approved or
are approved to do this, in this way and in this
bal ance that we've tried to strike. And ... the ones

that were not permtted were either in areas where
there were these abundant populations or they sinply
did not respond to requests for information (indisc.)

on their permt. So those that wanted to go into
t hese areas to do this ... will be allowed to do it.
Nunmber 1455

REPRESENTATIVE MGU RE highlighted the difficulty of DNR s
ability to survey all the possible sites in the state. For
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exanple, where would the state be if it had relied on DNR to
survey all the possible sites for oil without any effort by the
oil conpanies? She said although she agrees there nay be the
ability to develop farns on suitable substrates with the right
anount of nutrients, she believes there is a role to play for
sone sites that have existing stock, and "that farners can go
out and wuse their resources and their dollars, as ... was
stated, to pay for and ... kind of help in the process."
Representative McCGuire said that is the balance she is trying to
strike, and suggested that if sonebody finds a site where there
happens to be existing stock, [the |egislature] should try to be
vi sionary and see what can be done.

Number 1355
MR. MECUM responded, "I certainly agree with that provision of
the bill; I think that's a good concept, yes."

CO CHAI R SCALZI acknow edged that gold cannot be reseeded, for
exanpl e, but asked what approach would be used for tinber for
"the sane type of |ease of standing stocks.™

MR. MECUM said he wasn't prepared to answer that, but that the
constitutional provisions governing forestry are different from
those for fisheries. For exanple, there is a "no exclusive
right of fishery" clause in the constitution, but no
correspondi ng clause for forestry. Therefore, there could be a
di fferent determ nation about constitutionality.

CO CHAIR SCALZI asked whether anyone else wished to testify;
t here was no response.

Number 1252

CO CHAIR SCALZI offered his intention of holding the bill over,
noting that sone good questions had been raised. He noted that
this would set a big precedent on how mariculture is pronoted,
which he certainly advocates, but suggested the need to answer
the constitutional issues. He asked M. Hollis of the
Departnent of Law to address the issue of how this relates to
timber [in the future], suggesting the need to be consistent
with the renewabl e-resource policies in the state. [HB 513 was
hel d over.]

ADJ CQURNMENT

Number 1133
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There being no further business before the commttee, the House
Resources Standing Committee neeting was adjourned at 2:35 p.m
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