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02/ 15/ 08 (H FSH AT 8: 30 AM BARNES 124
W TNESS REG STER

JOHN BI TNEY, Staff

to Representative John Harris

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: Presented HB 257 on behalf Representative
Harris, prine sponsor.

DOUG WARNER, Manager

| nspection/ Marketi ng Services

Di vision of Agriculture

Depart ment of Natural Resources (DNR)

Pal mer, Al aska

PCOSI TI ON STATEMENT: Testified in support of CSHB 257, Version
K.

JOHN HI LSI NGER, Director

Di vi sion of Commrercial Fisheries

Al aska Departnent of Fish & Gane ( ADF&G

Anchor age, Al aska

PCSI TI ON STATEMENT: Testified in support of CSHB 257, Version
K.

PAUL FUHS, Lobbyi st

PAC Al aska, LLC

Seaf arnms Al aska

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of CSHB 257, Version
K.

RODCGER PAI NTER, Presi dent

Al askan Shel |l fish G owers Associ ation

Anchor age, Al aska

PCOSI TI ON STATEMENT: Testified in support of CSHB 257, Version
K.

JOHN HI LSI NGER, Director

Di vi sion of Commrercial Fisheries

Al aska Departnment of Fish & Gane ( ADF&G

Anchor age, Al aska

POSI TI ON STATEMENT: Provi ded the departnental presentation on
maricul ture managenent and permtting titled “Alaska Aquatic
Farm Program”
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PAUL FUHS, Lobbyi st

PAC Al aska, LLC

Seaf arms Al aska

Anchor age, Al aska

POSI TI ON  STATEMENT: Participated in the discussion on
mari cul ture managenent and permtting.

RODGER PAI NTER, Presi dent

Al askan Shel Il fish G owers Associ ation

Anchor age, Al aska

POSI TI ON  STATEMENT: Participated in the discussion of
mari cul ture managenent and permtting.

CYNTH A PRI NG HAM Mari cul ture Coordi nat or

O fice of the Conm ssioner

Al aska Departnent of Fish & Gane ( ADF&G

Juneau, Al aska

PCSI TI ON  STATEMENT: Participated in the discussion on
mari cul ture managenent and permtting.

ACTI ON NARRATI VE

CHAIR PAUL SEATON called the House Special Conmittee on

Fisheries neeting to order at 8:34:16 AM Represent ati ves
Seat on, Edgnon, LeDoux, and Johansen were present at the call to
order. Representative WIlson arrived as the neeting was in
pr ogr ess.

HB 257- TRANSFER AQUATI C FARM NG TO DNR

8:35: 04 AM

CHAI R SEATON announced that the first order of business would be
HOUSE BILL NO 257, "An Act transferring duties relating to
aquatic farm ng and hatchery operations from the Departnment of
Fish and Gane to the Departnent of Nat ur al Resour ces,
elimnating certain permt requirenents applicable to aquatic
farm ng and hatchery operations, and directing the Departnment of
Nat ural Resources to admnister and supervise pronotional and
mar keting work for aquatic farm products; and providing for an
effective date.”

8:36:41 AM
REPRESENTATI VE JOHANSEN noved to adopt CSHB 257, Version 25-

LS0676\ K, Kane, 2/13/08, as the working docunent. There being
no objection, Version K was before the commttee.
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8:37:02 AM

JOHN BITNEY, Staff to Representative John Harris, Alaska State

Legislature, explained that all provisions of HB 257 were
elimnated, save Sections 1 and 30. Version K, in its
sinplicity, creates a provision in statute for the Al aska G own
Pr ogram to i ncl ude maricul ture products; for

pronoti onal / mar keti ng purposes.
8:39:28 AM

REPRESENTATI VE LEDOUX noted that the sponsor is Representative
Harris “by request,” and she inquired as to who requested the
| egi sl ation.

MR. BITNEY said that he doesn't know who specifically requested
HB 257, although he said there are significant proponents of
mari cul ture who have been dealing with the issue of sorting out
the purview for mariculture.

REPRESENTATI VE LEDOUX inquired why "by request,” is sonetines
used.

MR. BITNEY opined that at tinmes the sponsor may want to reflect
t hat someone has brought the matter to his/her attention.

8:41.:57 AM

REPRESENTATI VE EDGMON, referred to page 2, paragraph (3), and
r ead: “assist prospective settlers and others desiring to
engage in the agricultural i ndustry.” He asked for

clarification of the use of the |anguage “prospective settlers,”
and to whomit is directed.

MR. BITNEY pointed out that Ilines 6-9 [paragraph (3)] is
| ongst andi ng, statutory |anguage that exists wunder Title 3;
regarding the DNR conm ssioner responsibilities as related to
agricul ture.

8:44: 02 AM

CHAI R SEATON sai d:

The reason this is addressing Departnent of Natural
Resources, although what we’'re mainly tal king about is
the regulation of mariculture within fish and gane
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[ ADF&G, is because the Alaska Gown logo is part of
[Division of Agriculture], and this is going to that
mar keting piece. |Is that correct?

MR. BITNEY noted his agreenent. The marketing of Al aska G own
products is admnistered through the Division of Agriculture,
DNR, and mari cul ture managenent i s under the purview of ADF&G

8:45:42 AM

DOUG WARNER, Manager, |nspection/ Marketing Services, Division of
Agriculture, Departnent of Natural Resources (DNR), stated
support for Version K, and the authority it provides to
i npl enent mar keting for the Alaska rmariculture program
Currently some shellfish and oyster farners are able to

partici pate, in the program via grandfather rights, but
new devel oping mariculture farnmers do not qualify. The |anguage
in the bill wll authorize the extension of the Al aska G own

program to those individuals, and he described the success of
the program The regulations for the Al aska G own products are
undergoing revision, making this legislation tinely for
expansion of the plan to include aquacul ture.

8:49:11 AM

JOHN HILSINGER, Director, Division of Conmmercial Fisheries,
Al aska Departnment of Fish & Gane (ADF&S), stated official
support for Version K

8: 50: 38 AM

REPRESENTATI VE LEDOUX referred to the original bill, and
recall ed previous hearings, which indicated a concern regarding
ADF&G s ability/resource availability to properly research
mariculture, thus hindering the formation of this new industry.
However, Version K only addresses the marketing and pronotional
aspect. She questioned how marketing can occur, if there are no
funds to research mariculture and create a healthy industry.

CHAI R SEATON pointed out that today's presentation w Il address
t hat situation.

8:52:38 AM
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REPRESENTATI VE JOHANSEN directed attention to the fiscal note
and inquired about the current status of the two positions being
proposed for transfer from ADF&G t o DNR

MR. HILSI NGER expl ained that the fiscal note for the original HB
257 would have transferred two positions; Version K holds no
fiscal note for ADF&G

REPRESENTATI VE JOHANSEN surm sed then that the DNR fiscal note
may still be accurate.

8:54: 07 AM

REPRESENTATI VE LEDOUX asked what is the advantage of having the
mar keti ng of aquatic farned, and hatchery products, adni nistered
by DNR, as opposed to the Al aska Seafood Marketing Institute
(ASM).

MR. H LSINGER responded that farnmed shellfish products are
considered a farm product; different than the comercially
harvested products. He then deferred to the industry
representative.

8:56: 39 AM

PAUL FUHS, Lobbyist, PAC Al aska, LLC, Seafarnms Al aska, stated
support for HB 257, and said it wll be of benefit to the
mariculture industry in their marketing endeavors. In reply to
Representative LeDoux’s inquiry, he said that DNR has
established that marketing of farned products be |abeled Al aska
G own, while ASME pronotes the market of Alaska WId.

Mariculture fits well under the Division of Agriculture, he
opi ned.
8:58: 01 AM

RODGER PAI NTER, President, Alaskan Shellfish Gowers Association
(ASGA), expressed support for Version K He said that a nunber
of shellfish farnmers are under the program and others would
like to be involved. He recall ed being a board nmenber of ASME
and said that the shellfish farners do play a small part in the
ASME schene. Further, he informed the commttee that ASGA is
credited for requesting that Representative Harris introduce
this bill.

9:00:16 AM
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CHAI R SEATON cl osed public testinony.

9:01: 01 AM

REPRESENTATI VE JOHANSEN noved to report CSHB 257, Version 25-
LS0676\ K, Kane, 2/13/08, out of conmttee wth individual
recommendati ons and the acconpanying fiscal notes. There being
no objection, CSHB 257(FSH) was reported from the House Specia
Comm ttee on Fisheries.

9:01: 27 AM

CHAI R SEATON asked if Version K has a fiscal note attached.

MR. WARNER answered yes. The fiscal note addresses the need to
provide a mninmm anount of support to the shellfish farmng

i ndustry. He said that the Al askan G own Program intends to
cooperate with ASME in order to conplinment both marketing
efforts. Passage of Version K allows the state to enter into
mar ket access prograns adm nistered by the USDA (United States
Departnment of Agriculture). The fiscal note total is $132.7
t housand.

OVERVI EW  ADF&G MARI CULTURE NMANAGEMENT AND PERM TTI NG

9:04: 15 AM

CHAI R SEATON announced that the final order of business would be
and overview from Al aska Departnent of Fish & Ganme (ADF&GS on
maricul ture and permtting.

9:04: 39 AM

JOHN HILSINGER, Director, Dvision of Commercial Fisheries,
Al aska Departnent of Fish & Gane (ADF&S, paraphrased from the
presentation docunent titled "Alaska Aquatic Farm Program"
whi ch read as follows[original punctuation provided]:

Status and Production

Currently there are 63 farm sites, one hatchery, and 4
nurseries approved to operate in the state. Tot al
acreage permtted for aquatic farmng is 330 acres, an
increase from 290 acres permtted in 2006.

Table 1 shows historical statewide aquatic farm
production in Al aska Based on 2006 data which is nost
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conpl ete, production totaled $614,843 with production
al nost evenly divided between southcentral and
sout heast Al aska. Peak production for the industry
was in 2005 and total ed $676, 045. Over 79 percent of
the production cane from the sale of Pacific oysters
and the remaining 21 percent was predomnately for
littl eneck clam sales. Littl eneck clam production
went up 6 percent fromFY [fiscal year} 2005 totals.

Based on annual reports submitted to the departnent
thus far for calendar year 2007, the overall
production estinmates for 2007 are anticipated to be
| oner than 2006. Reports for 15 farns are stil
out st andi ng. Prelimnary farm data reports for the
cal endar year 2007, shows 47 percent of the 63
permtted farns reported sone |level of production
activity conpared to 42 percent at the end of 2006
based on 60 permtted farnmns.

Table 2 shows the nunmber of farms that had production
and non-production since 1990. The percentage of
active farm sites has been consistently in the 40-50
percent range since 2000 and peaked at 73 percent in
1999.

In water inventory for Pacific oysters at aquatic farm
sites at the end of 2006 was 8,902,721 and was val ued
at $3, 828, 170. This is [an] 8 percent decrease from
2005 inventory which was 9,687, 442. The inventory
estimate was based on farm gate values of an average
0. 43/ oyster. The reduced inventory was probably due
to nunber of spat availability, quality of spat
received, and nortalities due to hard wi nter.

Aquatic farm enploynent in 2006 showed 71 people were
enployed at farm sites totaling 2,848 days of work
This was an increase from the 2005 aquatic farm
enpl oyment whi ch had 60 people and 2,439 days of work.

Permtting

In [FY] 07, ADF&G staff issued 3 new operation
permts, 6 operation permt renewals, anmended 11
operation permts, conpleted transfer of 1 permt to a
new permt holder, and conducted 26 site inspections
to determ ne conpliance with permt conditions.
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In addition, ADF&G has conpleted 99 percent of all the
aquatic farm sites operating under a current aquatic

farm site operation permt. In conparison, over half
of the operation permts were expired in 2003. Thi s
renewal effort provided current permts for 35 farm
sites.

There are currently 5 applications that are pending
due to the need for nore information from the
applicants and the need for biomass surveys.

Staff issued 78 transport permts, 10 acquisition
permts and 2 fish resource permts for enhancenent
research projects.

Certification

Four Pacific oyster sea suppliers were certified in
2007, three of which are in the Lower 48 (Lunm,
Coast, and Kona Coast). Pacific oyster seed stock
supplies were not adequate to neet denmands of the
farmers this |ast year.

Hat chery

The nunber one goal of the shellfish industry is the
avai lability of high quality seed for farners use.
The Mariculture Program has been working with Jeff
Hetrick, Alutiiq Pride Shellfish Hatchery Manager, for
over a year to develop a Hatchery Managenent Plan
whi ch includes details on anticipated seed production
and transport to farns, disease control measures,
pl anned brood stock acquisition and schedule, specific
and anticipated breeding practices to mintain and

i nprove genetic fitness. This Managenent plan is
simlar to what is required of the Alaska salnon
hatcheries and wll help in planning for future

activities the hatchery plans to do and ensures that
hat chery operations are producing spat from native
species with sufficient genetic diversity.

Mari cul ture Devel opment Zones
Before the passage of HB 208, the ASGA [Alaska
Shel | fish Growers Association] and the Alaska Marine

Advi sory Program worked wth ADF&G ADNR [ Al aska
Depar t ment of Nat ur al Resour ces], ADEC [ Al aska
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Department of Environnental Conservation], ADGC Al aska
Division of Governnent Coordination [no longer in

service], the  Sout heast Conf er ence, the Al aska
Cooperative Extension Service, and nunerous other
or gani zati ons, were  working on desi gnati on of

Mari cul ture Devel opnent Zones with an overall purpose
of inmproving rural econonm es through the expansion of
an environnmentally sound mariculture industry. ADF&G
is working with Ray Ralonde, Alaska Marine Advisory
Program Aquaculture Specialist to resurrect this
important effort in the com ng years.

9:12:55 AM

MR. HLSINGER related the need for the departnent to inprove
service in the private non profit (PNP) hatchery and mariculture
permtting section. He opined that the staff, in this sector,
has not received appropriate support to acconplish the task that
the state has requested. The necessary activities have becone
nmore conplex, but only five people are enployed in the section

two cover salnon hatchery operations; two work with maricul ture;
and one handles the permts. Today the salnon hatcheries
require renote releases, the mariculture industry is grow ng and
expanding into new species, and the permtting/ planning aspect
has beconme nore conpl ex. An increnment was submtted to add
positions to this section. The increment addition would allow
full-time positions to attend to nmariculture, and PNP hatchery
perm tting. Additionally, a regional supervisor |evel enployee
would be recruited to supervise, coordinate, and integrate the
overl apping functions of mariculture and PNP. These steps wll

greatly inprove the sections effectiveness.

9:17: 08 AM

CHAI R SEATON outlined inception of the mariculture program how
it differs from comercial fishing, why its admnistration
overlaps within ADF&G and DNR, and the circunstances surrounding
the state’s interest in the devel opnment of this industry.

9:19: 38 AM
REPRESENTATI VE EDGMON asked if ADF&G is tracking the noxious
weed concern, which has lead to the recomendation for

establishing a board to address invasive land and water based
speci es.
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MR. HILSINGER responded that he would like to assune that
departnment is tracking the issue, but stated that he has not
been directly invol ved.

9: 20: 28 AM

CHAIR SEATON referred to the "Alaska Aquatic Farm Progrant
docunent, Table 1, to note the industry fluctuations and inquire
whet her the current downward turn should be considered a trend.
He also asked if the increment revisions being proposed wll
i npact the aforenentioned decline.

MR. HILSINGER answered that he didn't necessarily view the
decline as a trend. He explained that 79 percent of the val ue
is in the oyster industry, which has had difficulty receiving

adequat e oyster spat. He opined that this should not prove to
be a long term problem The departnent can facilitate the
i ssuance of permts, and identify sites, which will hopefully
spur new developnent to offset the decline. Technol ogi cal

difficulties are posing a challenge in introducing new species,
such as little neck clam and geoduck farm ng. These are hurdles
that the departnent expects to overcone.

CHAIR SEATON highlighted that the |legislature has supported
efforts to devel op geoduck farm ng.

9:24:12 AM

PAUL FUHS, Lobbyist, PAC Al aska, LLC, Seafarns Al aska, inforned
the commttee that the industry has backed Version K, because of
the new departnental managenent and adm nistration. During her
canpai gn, the governor pledged support for the devel opnent of
the mariculture industry. Addi tionally, each of the production
sites is located in a rural setting; making this a strategic
econoni ¢ consi derati on. He related his understanding of the
difficulties that people are having in meking application, and
obtaining permts through the departnment. The requirenents have
become nore restrictive, he opined, resulting in few, if any,
new applications in 2007 for geoduck farm ng. He described a
nunber of the hurdles involved in developing a geoduck
oper ati on. These include a significant wupfront cost for
devel oping spat to nmarket size, the need for bonding, and
specific site exit requirenents. Further, he said, followng
spat introduction, it my be difficult to ascertain at what
point the product should be considered a farmed geoduck. He
expressed his disappointnent that M. Hilsinger didn't discuss
these issues, and opined that new positions wthin the
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department will not solve these issues. However, he suggested
that one solution nay be to allow the cultivation of an area for
five years, after which tine the existing geoducks could be
consi dered a farned product.

CHAI R SEATON said he shares sone of M. Fuhs frustrations. He
then requested that the industry and departnment neet to devel op
witten guidelines, and reportable to this committee, in order
to provide continuity of understanding.

9:33:32 AM

RODGER PAI NTER, Pr esi dent, Al askan Shel | fish G owers
Association, related that for the past 35 years he has watched
the departnent grapple with aquatic farm ng. The process has

been difficult and sl ow Two years ago, shellfish growers net
with the Murkowski Adm nistration and put together a vision plan
for aquaculture. The nunber one recomendati on was to nove the
mariculture program from ADF&G due to the |ong-standing
frustrations, and awkwardness, of having it adm nistered under
comercial fisheries. He explained why the FRED (Fisheries
Rehabilitation and Enhancenent Devel opnent) Division was
created, under ADF&G and how it was later elimnated, during
years of cut backs. However, the need still exists to provide
aquacul ture a better voice in the departnment. Wth the support
of the new admnistration, departnmental recognition that a
probl em exists, and the increment request, it appears that a
response is occurring. The increment will essentially reinstate
a condensed version of FRED Division, with simlar concepts.
However, this does not solve all of the problens, he opined.

CHAI R SEATON suggested that, as work wth the departnent
continues, docunentation on the devel opnent of the mariculture

industry needs to be formalized in witing. He invited M.
Painter to participate, in that endeavor, as an interested
party.

9:39: 58 AM

REPRESENTATI VE EDGVON i nqui red about the start-up costs involved
in an aquatic farm ng operation.

MR. PAINTER responded that it varies greatly depending on the
speci es. Wth the geoduck the start-up investnment is
significant, given that a market return may not be realized for
the first seven years, of the geoduck spat to maturity cycle.
Set-up for oyster farmng is different, and the variables are
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many. He offered that his oyster farm investnent was
approxi mat el y $250, 000.

REPRESENTATI VE EDGMON surmised that it takes a significant
anmount of up-front capital, with much risk invol ved.

MR. PAINTER pointed out that there are |oan prograns avail able
under the United States Departnment of Agriculture for aquatic
farm ng, however qualification is restricted to those with prior

farm ng experience. He referred to Table 1, of the conmttee
handout, to add that the 2007 downward trend for oysters was a
result of significant low growh rates. Many farns had to

shutdown due to these low growh rates, attributable to Mother
Nat ure rel ated phenonena.

9:44: 02 AM

REPRESENTATI VE EDGVMON returned to the issue of invasive noxious
plants in Al aska, and asked whether there is a concern for the
aquatic farner.

MR. PAINTER explained that the industry is regulated to farm
i ndi genous species only, save Pacific oysters, mnimzing the

concern for the generation of invasive species. However, the
farmers are concerned about the changes in the ocean waters.
The warmng trend will bring in a host of new plants and

animals; Manila clans for exanple.
9:46: 18 AM

CHAIR SEATON described the comrunity aspect of developing a
mariculture farm such as geoducks. It could be taken on as a
long-term project within the comunity vs. an individual wth
i nvestnment capital.

9:47:41 AM

CYNTHI A PRI NG HAM Mariculture Coordinator, Ofice of the
Comm ssi oner, Al aska Departnment of Fish & Gane (ADF&S, said her
duties include oversight of the operation permtting for aquatic
farnms in Al aska.

9:48: 06 AM

CHAIR SEATON restated his concerns for the factionalism and
discord that has stifled this industry. He suggested that
witten guidelines, as well as an historical account, for
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mari cul ture devel opment in Al aska be issued. The docunment nay
be crucial for a congruent resolve of the situation, and he
asked if it is sonething that would cone under her purview, as a
coor di nat or.

M5. PRING HAM agreed that consistency provides the key to bring
necessary guidance to the program She opined that creating a
wor ki ng docunment wll be very wuseful, and provide long-term
benefits, as the industry continues to devel op.

9:50: 40 AM

CHAI R SEATON reviewed that the proposed ADF&G increment is to
support the shellfish hatchery. He pointed out that it is the
only hatchery that serves the mariculture industry. Recal |'i ng
that the initial long-range plan was for this hatchery to be
financially solvent, he said that it now appears it wll require
continued subsidization; a scenario he believes the |egislature
will not support. Options have been explored, resulting in the
king crab enhancenent program Anot her direction of note, has
been to incubate Washington State geoduck snolt to spat size
for resale, to provide the needed economc base for the
shel | fish hatchery. He asked for the departnment’s perspective
on the situation.

MR. HILSINGER noted that he received a recent letter from the
Alutiiq Pride Shellfish Hatchery, regarding the on going work
t owar ds devel opi ng a geoduck plan. The pathol ogists are working
to provide an assessnent on the feasibility of the program A
timely determnation should be forthcom ng from the biologists.
Also legal review is occurring, as to whether regulation
changes, or statute anendnents, will need to be considered. He
acknow edged t he fiscal concerns t hat surround state
i nvol venent .

9:56: 16 AM

CHAI R SEATON said that a precedent already exists for incubation
of non indigenous species, and cited an Al aska based hatchery
doing simlar work with British Col unbia sal non stock

MR, HI LSI NGER added that Al askan weat hervane scal |l ops have been
propagated in a Washington State hatchery, and the spat returned
to Al aska.

CHAI R SEATON stressed the strong commtnent from the |egislature
for the viability of the hatchery.
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9:58: 39 AM

MR. FUHS provided the conmttee with a docunent titled “Tipping
the Balance; Renobving the Barriers — Gowng a Sustainable
Shel I fish Industry in Coastal Alaska.” It addresses various
goals and provides a strategic plan, from the private sector
perspective. He also expressed concern for the viability of the
state’s hatchery program

10: 00: 40 AM

CHAI R SEATON provided information on future comm ttee agendas.
ADJ OURNMENT
There being no further business before the commttee, the House

Special Conmittee on Fisheries neeting was adjourned at 10:00
a.m
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