


2/24 HB 454/STATE HATCHERIES
(scheduled to be heard in resources 2/26)

Tom Mears from the Cook Inlet Acquaculture Association had the
following to say about HB 454, State Hatcheries:

Fish & Game has determined that they will only be able to
operate 15 of the 19 hatcheries in the state. As a solution
they want to contract three hatcheries out to regional
acquaculture associations in the area. (another alternative
has been worked out for the fourth one)

Present procurement laws do not allow sole-source contracting.
HB 454 1is designed to remedy this problem by giving preference
rights to acquaculture associations 1in this case.

The CIAA strongly supports this bill.

Cheri Shelley may try to get an amendment put on that would
protect those state employees that would be laid off due to
transferring the hatcheries (approximately 11 would be
affected). The amendment would give priority to the laid off
employees to be picked up by the associations.

The CIAA opposes the amendment. They want the flexibility to
do their own hiring. It may even work out that they would
pick up those laid off employees but they want the choice.
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BILL ANALYSIS

DERARTIVENT WVOKX BOLNUMVBR FOBR Eliasorlj Jonesf Kerttuld/
Fich anH Gamp FRFf) SR 410/HP, 4R4 Gm.ss.pndnrf
SORT TILE O BLL
CERPARTVENT RCHTION
The department supports this bill as is.
FRPAREO BY DATE QCHAMISSONER-SILNTURE . ONE _
1
Brian J. Allee ?/22/88 2-22"'X7
SUM KARY
OTHR AGENJES AFFECTED BY BILL GONSTITUANT CROUF) AFFECTED BY BILL
Department of Commerce and Economic Regional aquaculture associations,
Development commercial fishermen, sport fishermen
CRGANIZATKINAL SLARCRT FCR BILL CRGANZATICNAL CFRCHTION TOBILL

Regional aquaculture associations, sport
fishermen, commercial fishermen

ASCAL IMPACT: O NN O HSCAL NOEATTACHD

SAKROUNOILEQIsOTVERtemt e j~ggy Legislature placed intent anguage in the FY 88 FRED Division
budget that directed the division to develop innovative programs for hatchery operation
through cooperation with the regional aquaculture associations (RAA). Contracting opera-
tions of state-owned hatcheries to RAAs was recommended by a government/public work group
formed to address the intent. Building on the private nonprofit laws that have proved
effective, this amendment allows FRED to cooperate with the RAAs in developing innovative

Continued on page 2.

analysis of BLFRO(QRAMeffects This bi ™ amen(js existing'statutes to extend a preference right to

operate under contract existing state hatcheries in the aame manner that qualified RAAs
have for the development of undeveloped hatchery locations. This preference right for

qualified RAAs to operate existing state hatcheries will allow sole source contracting
for the operation of state hatcheries if the state is unable to continue due to
insufficient operating funds. These contracts will stipulate that the state remain in

control of the total program through a permit, a public hearing, and completion of =n
annual operational plan, all of which are subject to the approval of the Commissioner of
the Department of Fish and Game. Additionally, the RAAs, in order to recover the cost
of hatchery operations, will be able to sell salmon returning to the facility which are

surplus to the common property fishery.

AVENDMVENTS FRCFRCED

Amend to allow the Commissioner to waive the submission of an application for a permit
to operate a hatchery due to the fact that the application process is designed for new
hatcheries only, and is unnecessarily time-consuming in this situation.
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(Background/Legislative Intent con"t.)

programs. Further, the araendment provides certain assurances
to the state, which must maintain jurisdiction over

the facilities, to the general public, which bonded
themselves for original capital costs to construct the
facilities, and to the. fishery user groups who depend

on the hatchery-produced fish to supplement the natural
stocks in off-years. These assurances arise from the
proven technical and managerial expertise of the RAAs,
along with their financial capability and socially and
legally acceptafc practice of special harvests of hatchery
returns to pay ha.chery operational costs. This approach
allows for continued hatchery production while reducing

the impact on the general fund.
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n Legislature placed intent language in the FY ss FRED Division

sackgrouh&legisotiveintent
budget that directed the division to develop innovative programs for hatchery operation
through cooperation with the regional aquaculture associations (RAA). Contracting opera-
tions of state-owned hatcheries to RAAs was recommended by a government/public work group
formed to address the intent. Building on the private nonprofit laws that have proved
effective, this amendment allows FRED to cooperate with the RAAs in developing innovative

| Continued on page 2.
ANALY'IS OF 8ILUPROGRAM EFFECTS

The committee substitute for Senate Bill 410 has incorporated all
I the amendments proposed by the Department of Fish and Game and has had the thorough
review of the Attorney General®s Office.

AMENDMENTS PROPOSED

None.
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(Background/Legislative Intent con"t.)

programs. Further, the amendment provides certain assurances
to the state, which must maintain jurisdiction over

the facilities, to the general public, which bonded
themselves for original capital costs to construct the
facilities, and to the fishery user groups who depend

on the hatchery-produced fish to supplement the natural
stocks in off-years. These assurances arise from the
proven technical and managerial expertise of the RAAs,
along with their financial capability and socially and
legally acceptable practice of special harvests of hatchery
returns to pay hatchery operational costs. This approach
allows for continued hatchery production while reducing

the 1impact on the general fund.
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EXECUTIVE SUMMARY OF
1988 REPORT TO THE ALASKA STATE LEGISLATURE
ON THE FUNDING OF THE FISHERY ENHANCEMENT PROGRAM
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BrianJ.Allee, Ph.D. Director

B?/ the end of the 1987
Alaska legislative session,
lawmakers and fishermen
became aware that the
budget allocation for the
Fisheries Rehabilitation,
Enhancementan,d_DeveloP-
ment (FRED) Division would
reduce funding for the pub-
lic hatchery program (Fig-
ure 1), andresult in the shut
down of several facilities. To
avoid the considerable eco-
nomic dislocation that
would result from such a
major reduction in the
ocean- ranching program,
emergency-funding mecha-
nisms ere explored
through acooperative effort
between the Legslature,
FRED Division, and the re-
?lonal aguaculture associa-
lons. The Legislature de-

FRED DIVISION

FRED 1988 Report To The Alaska State
Legislature On The Funding Of The Fish-
ery Enhancement Program

Figure 1 Decrease in General Fund to FRED Division.
Percent of FY 1985 Budget. Adjusted for Inflation.

veloE$d intent language in
the FY 88 ADF&G budget to
encouraga this cooperative
effort and, explore a broad
range of innovative funding
techniques for the fishery
enhancement program.

BACKGROUND

Since the ear|¥ 1900s, the
dependence of salmon on

favorable environmental con-

ditions has led to dramatic

fluctuations in fishing har-

FRED Division Funding Report

vests that have produced an
economically unstable fish-
ing industry: The bust por-
tion ofthis “boom-and-bust"
cycle that brought total
salmon harvests toless than
30 million fish could be re-
peated in the future (Figure
2

)

In 1987, Alaskan hatcheries
took over 1.3 billion Pacific
salmon eggs and over 10
millon trout eggs.  This
makes Alaska’s salmon
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ocean-ranching program
the largest in North America,
approximately one-half the
size of Japan’s program, and
%pproachmg the size of the

ussian program. Thesock-
eye salmon enhancement

program inAlaska s the_Iar?-

est and most technologically
advanced; over 100 million
eqgs were taken in FY 1988,

[Cog

1900 10101B20 1030 1*4010501 ©0019701960

Figure 2. Alaska commercial
salmon harvest from 1900 to
1987.

The fishery enhancement
program in‘Alaska has been
atremendous biological suc-
cess. In some years the
number of harvested salmon
resultlnﬁ from Alaskan fish-
ery enhancement has ex-
ceeded both the natural and
enhanced catch produced
by the State of Washington,
which isthe nation’s second-
largest salmon producer af-
ter Alaska. The combined
state and PNP catch esti-
mates_equal approxlmatel¥
26 million salmon in 198
(Figure 32. This production
represents roughIY 20% of
the total Alaska salmon har-
vests. Partially obscured by
these numbersisthe fact that

E3 CHINOOKD OCHOCSCHUMC2 DOCXEYES33PINK

Figure 3. Alaska hatchery
salmon returns in FY 1988.

the FRED facilities have fo-
cused on production of
fewer, high valued species
and the PNP faciliies ha' e
focused on producing larger
numbers of lower valued
Species.

In FY 89 more than 600 mil-
lion salmon, steelhead, and
trout eggs will be taken at
state-owned hatcheries. The
number of salmon eggs
taken by species are shown
in Figure 4. This production
level” will result in approxi-
mately 11 million harvested
adults inthe commercial fish-
ery (Figure 5).  Substantial
harvests will occur in the
recreational fishery also.

STATE PNP
S3 CHINOOKO3 OOHO™ CHUME390CKEYE™ PINK

Figure 4. Alaska hatchery
salmon egg takes for FY 1989.

FRED Division Funding Report

00
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Figure 5. Projected commer-
cial harvests from salmon egg
takes in FY 1989.

The PNP salmon catch esti-
mates_for returnmg adults
from fiscal year 1989 qu
takes equal”_approximately
23 million. Total projected
revenues to fishermen re-
emﬁhasue the trend toward
hg er valued species in the
FRED hatchery program
(Figure 6).

Currently, Alaska's ocean-
ranching program is in a
funding crisis. Budget cuts
account for a 25% reduction
in FRED Division's portion of
the general fund since FY85;
in_inflation-adjusted terms,
FRED funding has been re-
ggced by over 30% since FY

Tne irony of this crisis is that
with the exception of the
enhancement program, few
other general and capital
operating. budgzet eerndr
tures, available to Alaska are
able to improve the level of
economic activity in the
state, by expanding the out-
put of the economy. In this
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Gross Revenues For ASaskan Hatcheries
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Figure 6. Projected commercial fishery revenue for hatcheries from
eggs taken in FY 1989 in millions of dollars.

regard, salmon enhance-
ment IS very attractive be-
cause itoffers impressive net
benefits and impacts in the
salmon industry and
throughout the Tegional
economies of Alaska.

In the commercial flsherY,
the net benefits, or profits
from these projects, first
accrue to the fishermen who
own limited entry permits;
however, the impacts of the
program anIe hrough the
general state economy. The
net benefits of the commer-
cial fishery portion of the
statewide program are ap-
proximately $90 million. This

results in an overall benefit-
cost ratio of 14:1. This
means that $1.40 in fish val-
ues will be generated for
each $1.00 exPended, Alas-
kans in almost all regions of
the state realize increases in
ersonal income in not only
he fishing sector, but also
the fish processing sector
overnment _secfor, and

rough service, wholesale
and retall trade sectors. The
Impacts interms of personal
income to resident Alaskans
are greater than the dollar-
tor-dollar impacts of typical
state expenditures from the
general fund, capital proj-
ects, and the permanent

FRED Division Funding Report

fund disbursements. TheFY
89 budget proposed b
FRED Division would gener-
ateapproximately $35million
in resident income to Alas-
kans as well as 1,040 jobs.
The analysis of the PNP
enhancement program im-
pacts resulting from brood
Ye,ar 1988 are preliminary at
his time; however, prelimi-
nary estimates project ap-
proximately $40° million In
resident income and 1,100
Alaskanjohs. This economic
impact ‘analysis has been
generated by a model de-
signed by The Institute_of
Social and Economic Re-
search $ISER)_ atthe Univer-
sity of Alaska in Anchorage.

Page 3



CONCLUSIONS

Therewas aclearconsensus
among fishermen and in the
work group at large that the
FRED" Division should re-
ceive fullfunding for hatcher-
lesfromthe generalfundasa
first priority, Most work
group members acknowl-
edged that this was the most
secure way of continuing the
economic™ net benefits of
enhancement projects.

A key issue in the funding
discussions was whether
primary users should pay a
ﬂreater share of fishery en-

ancement costs than now.

Fishermen groups were
unanimously opposed to tax
and license’ fees that might
increase their contribution'to
the state treaSU[ly for fishery
enhancement. The regiondl
association representatives
and f|sh|n? leaders have
pointed ouf that existing tax
revenues from the fishing
industry are already large
and afoproxmately offset
Penera fund expeénditures
or fishery management and
enhancement. ~Fishermen
also assertthatthey arelarge
contributors to the general
fund, and there should not be
additional fees imposed on
them. The fishing leaders
explain that any additional
costs of fishing may impose

financial hardships on afleet
alretady burdened with many
COSts.

The second view presented
to the work ?roup states that
the salmon fishery is a com-
mon property f|sher?/ that
belongs in _Part to all’ Alas-
kans. “As with the roP/aIty ol
taxes, the residents ofAlaska
have arightto collectrentsto
the state treasury that are
equal to or in excess of the
amount required to manag:ze
and enhance the fishery orto
find other methods of shar-
ing costs of enhancement
among the primary benefici-

aries,

These are difficult issues for
Alaskato sortout. ltisnotthe
intent ofthe FRED Division or
this report to suggest which
view i apﬁropnate. The
Legislature has to determine
the' social and economic
goals it wishes to achieve
with fishery enhancement,
l\/lan_x of the state-owned
facilities were created to pro-
duce broadly distributed
benefits. As stich, itis difficult
tofindavoluntary methodto
shift the fundmgz urdento a
specific interest group with-
out changing the goals and
or the beneficiaries of the
hatchery{ g,r,oductlon. ~Also,
the availahility of fundm? for
statewide erihancement as
well as the net benefits from
the state fishery enhance-

FRED Division Funding Report

ment program could be dra-
matically effected by legisla-
tive action on user fmancm?.
If the legislature should
choose. to Iqo forward with
Professmna service con-
racts or other funding
mechanisms the timing for
the approach will be crifical.
This s because a phased
reduction of the General
Fund would have to be ac-
companied by appropriate
legislation to avoid a major
discontinuity of the eco-
nomic henéfits of hatchery
production.

Inthe absence of full funding
forthe projects, the division's
short term and incremental
approach tofuture funding is
the FY 89 proposed budget
strategy of contracting oOp-
eration” of selected state
hatcheries tothe private non-
profit sector.

The concept of contractual
agreements in the FY 89
budget represents a signifi-
cant shift toward. a greater
user participation inhatchery
funding and hatcherY decl-
sion making. They allow for
?reate_r user Pammpanon_ln
Inancing inreturn for consid-
erable additions in future
harvests, net benefits to fish-
ermen, and personal income
and employment in Alaska's
economy. - These benefits
derive from reprogramming
funds that would otherwise
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be spentto operate conven-
tional, commercial fish pro-
duction hatcheries. None of
the parties involved in the
many user group meetings
opposed the use of contract-
ing out hatcheries to the re-
?lonal aquaculture associa-
jons as a short-term solu-

tion.

Since the contracts for state
hatchery operation are inno-
vative, legal or administrative
obstacles may delay or stop
the process. The fishing in-
dustry and the entire State
economy would suffer both
short- andlong-term losses if
the targeted hatcheries were
shut down or other FRED
Brograms were putin "moth-
al” status. Perhaps the
Legislature could suggest
other solutions to avoid
these losses, such as an
exemption from the new

procurement code or an
amendment to the PNP stat-
utes.

Fulfilling the requirements of
the FY83 (SLA 7%,Ie islative
intent has been ahighly inter-
active and revealing process
for all participants.” On one
hand, the interacting with
varied interests in the work
%roup as Well as developing
e analytical information,
has allowed us to examine
funding methods open to
ﬂovemment. On the other
and, ithas shown usthatim-
plementation of effective and
Innovative funding methods
must be incremental in na-
ture and will require patience
and cooperation of govern-
ment, user qroups, and the
Legislature. Inthe final a_nallx
sis, it may be possible in
89 and, perhaps, FY 90 to
promote Increased user par-

FRED Division Funding Report

ticipation in funding fishery
enhancement. Other meas-
ures have been taken to re-
duce FRED Division's de-
endence on the general
und and generate program
receipts. ~However, in the
short term, there remain no
other Ie%JaI and politically
acceptable quick fixes that
would result in larger scale
reductions inFREDSoperat-
ing budget without signifi-
cant reductions in enhanced
salmon production and con-
siderable dislocation in the
general economy.

The FRED Division believes
this report should not be the
end point for the funding in-
vestigation process. The
division intends to continue
the work group effort in de-
tslgn|ng longer term solu-
ons.
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EXECUTIVE SUMMARY OF
FRED DIVISION ANNUAL REPORT FOR 1987



1987

M<——CcCOm><m
<VT==<=w

Ths Fisheries Rehabilita-
tion, Enhancement,  and
Development  Division
(FRED) of the Alaska De-
partment of Fish and Game
came into being through
legislation enacted in 1971,
Its purpose isto sustain and
enhance Alaskan fisheries
through the develoEment
and application oftechnolo-
8|es_ I supplemental pro-
uction and natural stock
rehabilitation. It is the major
component of the state’s
salmon_enhancement pro-
gram. FRED provides many
Servicesto the state'sfisher-
les programs through it
operation of 19 hatcheries
and four laboratories, . its
complement of technical
SPteahStS and its admini-
stration of the regional ag-
uaculture associations.
FRED is closely associated

FRED DIVISION

FRED DIVISION ANNUAL REPORT FOR
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Figure 1 Alaska hatchery production in thousands of adult

salmon.

with the Private Non-Profit
PNP) program in Alaska
through  its regulatory func-
tions, Itstechnical assistance,
and its many cooperative
ventures with various groups
comprising the program.

Salmon  production pro-
grams of both state and PNP
Operations are gr_qwm(ﬂ and
contributing  significantly to
the fisheries and the econ-
omy of the state (Table 1). in
1987, the salmon enhance-

FRED Division Annual Report

ment program in Alaska (see
map) produced almost 26
million adults, continuing a
sweeping uEyvard trend In
production (Figure 1). FRED
projects produced 6.8 million
salmon plus over a half mil-
lion trout, char, and graylmg.
Of the salmon groduce ,
approximately 78% were
harvested in common prop-
ertyfisheries statewide. All of
the non-salmon production
was harvested the in sport
fishery. Of the salmon pro-

Page 1



duced at FRED Hatcheries in
1987, approximately 61%
were pink salmon, with di-
minishing  percentages of
sockeye, chum, coho, and
Chinook salmon inthat order.
Individual PNP operators
reported that their atcher,?/
Programs produced 19 mil-
jon” salmon.  Of those
salmon groduced approxi-
mately 22% were harvested
in special harvests and 70%
in_common property har-
vests. PNP operators reP_ort
that 94% of their production
was pink salmon with dimin-
ishing percentages of chum,
coho, and Chinook salmon in
thatorder. Releasesand eﬂg
takes were also up in the
Alaskan enhancement pro-
grams In_1987. Approxi-
mately 1.3 hillion salmon
eg?s were taken by Alaskan
hatcheries with an additional
10 million non-salmon eggs
taken by FRED facilities.
Almost 840 million salmon
juveniles were released from
state and PNP facilities in
1987 and 10 million non-
salmon juveniles were re-
leased from Fred facilities.

Returns to FRED facilities in
19138are projectedto be over
7 million fish.  This is about
one million less than the pro-
{ecnons for 1987, but about
he same number that actu-
ally returned in 1987. The
lovier projection is largely

due to: changing emphasis

from ﬁmk and chum salmon
to cono, sockeye, and Chi-
nook salmon; effects of de-
creasing funding; and se-
vere climatic conditions that
have potentially affected cer-
tain pink and ‘coho salmon
runs.

Significant progress is being
made in many areas of the
Alaskan salmon enhance-
ment program. Of the 26
million” fish produced, ap-
RrOX|mater,18.8 million were
arvested ‘in the common
I?roperty fisheries in 1987.

his represents approxi-
mately 20% of the total state-
wide “harvest in a year in
which harvests of many natu-
ral stocks were down. The
ﬁnmary objective of en-
ancement production is to
lessen the effect of lows in
natural production.  The
1987 harvest was the lowest
in 8 years. Without produc-
tion 1t would have been ap-
prommatelY 75 million fish
Instead of the 94 million that
were harvested. Significant
progress is also seen in Chi-
nook salmon production.
The hatchery add-on to the
quota of chinook salmon al-
lowed by the U.S./ Canada
Pacific Salmon Treaty was
16,000 fish -approximately
6% of the quota.

In other areas of progress
FRED Is continuing its World
technology leadership posi-

FRED DMsJon Annual Report

tion by developing sockeye
salmon hatchery techniques
for rearing sockeye salmon
to the smoft stage in fresh
water. This has never been
done before. The number of
sockeye salmon eggs taken,
(100 million) the mcreasmg
hatchery technology, an
the lake'stocking and enrich-
ment activities undertaker,
bY FRED putitatthe forefront
of sockeye salmon produc-
tioninths world. The coded-
wire-tag (CWT) lab o'oerated

by FRED is a model of effi-
8|etncy in CWT retrieval and
ata

ro,c,essm%. It has
hosted visitors from many
areas of the Pacific north-
west who are interested in
emulating the successes at-
tained by this lah in decoding
tags, information storaqe,
and dissemination of timely,
accurate reports of CWT in-
formation. The FRED pathol-
0gy Section opened a sec-
ond laboratory to better
serve the salmon enhance-
ment program, as well as
other Alaskan fishery and
mariculture operations.

The new labisin Juneau and
will anarlly serve the south-
east Alaska area. Dunn(r}
1987, the FRED fish pathol-
ogy staff set in place a state-
wide infectious ,hematoR‘m-
etic necrosis virus (IHNV)
control, monitoring, _and
evaluation program.” FRED
personnel ‘are” actively in-
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volved in the recently legis-
lated shelifish - mariculttre
program with major feasibil-
gys udies inthe Kodiak and
itka area. Shellfish permit-
ting and requlation activities
aré a part of the FRED PNP
Program.

The FRED Limnology Labo-
ratory processed” over
30,000 individual water and
zooP[ankton samples and
contributed greatly to a lake
fertilization program inwhich
state, federaland private
agencies cooperated.

FRED biological staff contin-
ued evaluations of Alaska
Dry Pellet (ADPL, a diet de-
sqned for Alaskan salmon
culture and made in Alaska.
Latest resuits are generally
excellent.

In 1987, fish hatcheries and
otherenhancement activities
of FRED and the PNP hatch-
ery system have been the
stibject of economic studies
designed to ensure maximal
social and economic bene-
fits from the state ‘s invest-
ment,

A study conducted in 1984
forthe Governor's Mini-cabi-
neton Fisheries predicts that
the statewide enhancement
yrogram will generate bene-
its In excess of costs in the
amount of $90 million to the
Alaskan economy forjust the

commercial fishery portion
of the program.

A recent study utilizing an
economic impact model
developed by the Institute of
Social "and "Economic Re-
search at the University of
Alaska in Anchorage Sug-
gests that the economic
impact on resident income
for the public and PNP pro-
%ram forthe FY89 budgotwil
e $75 million in resident
gersonal income and_over
2,000 resident jobs. These
impacts result from fishing
industry expenditures, gov-
emnment expenditures, and
related spending_in the rest
ofthe economy. The studies
have attemptéd to quantify
the economic impacts of the
salmon ranching program to
the economY, but economic
impacts of the recreational
fishery are not available at
this time. This will step will be
completed in early 1938,
Thus, current estimates of
personal income and em-
ﬁloyment for Fisheries En-
ancement in Alaska are
underestimated at this time.

1987 was a year of change
and budget” reduction for
FRED. Undera new director,
the division underwent a
reorqamz,atlon to br|n%
about clarity of purpose an
greater operating efficiency.
everal FRED hatcheries
were operated with help and

FRED Division Annual Report

cooperation from regional
aguaculture  associations
and fishermen groups. Seri-
ous attempts at generating
new and innovative funding
strategies, based upon legis-
lative intent, met with var mg
levels of success. FRED le
an effort to analyze the state-
wide enhancement program
withthe specific goal of defin-
ing potential short and long
term funding strategies for
state facilities. A short term
operatmlg planwas designed
for the FY89 budgz.et which
involves  contracting_ the
operation of four "FRED
hatcheries to private non-
profit operators. In all its
activities, FRED iscommitted
to reaching the full potential
of fisheries enhancement
which will support the eco-
nomic and soclal integrity of
Alaskan communities.
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1982
1983
1984
1985
1986
1987

1982
1983
1984
1985
1986
1987

1982
1983
1984
1985
1986
1987

STATE
CHINOOK

7,935
13,420
17,950
20,434
22,467
69,624

PNP
3,500
872
3,656
8,181
11,156
8,643

COMBINED
11,435
14,292
21,606
28,615
33,623
78,267

COHO

Table 1

ALASKA PRODUCTION SUMMARY 1982-87

47,896
22,340
58,550
130,956
321,856
393,707

61,709
71,781
121,112
168,427
344,749
169,149

109,605

94,121
179,662
299,383
666,605
562,856

STATE AND PNP FACILITIES

CHUM

97,366
152,800
777,980
863,859

1,179,615
974,946

22,459
126,783
1,001,449
525,088
779,637
955,294

119,825
279,583
1,779,429
1,388,947
1,959,252
1,930,240

PINK

1,389,029
1,864,800
1,941,000
7,312,900
2,630,220
4,037,212

5,259,208
4,086,552
3,637,927
7,404,739
6,767,984
17,963,785

6,648,237
5,951,352
5,578,927
14,717,689
9,398,204
22,000,997

SOCKEYE

51,070
226,000
368,300
765,000

1,163,850
1,308,290

OO O OO Oo

51,070
226,000
368,300
765,000

1,163,850
1,308,290

TOTAL

1,593,296
2,279,360
3,163,780
9,093,149
5,318,008
6,783,779

5,346,876
4,285,988
4,764,144
8,106,485
7,903,526
19,096,871

6,940,172
6,565,348
7,927,924
17,199,634
13,221,534
25,880,650
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ECONOMIC VIABILITY OF THE STATEWIDE ENHANCEMENT PROGRAM
BENEFIT/COST ANALYSIS

GOVERNORS MINI-CABINET ON FISHERIES PROJECTS LONG TERM BENEFITS
OF THE STATEWIDE FISHERY ENHANCEMENT PROGRAM OF :

$90 MILLION DOLLARS BENEFIT / COST RATIO OF 14 :1

NET BENEFITS OVER THE 25 YEAR ECONOMIC LIFE
OF THE STUDY

THE NET BENEFITS DO NOT INCLUDE THE CONSIDERABLE VALUE OF
THE RECREATIONAL FISHERY



ECONOMIC VIABILITY OF THE STATEWIDE ENHANCEMENT PROGRAM
ECONOMIC IMPACTS OF THE FISHERY ENHANCEMENT PROGRAM

THE STATEWIDE ENHANCEMENT PROGRAM EXPANDS RESIDENT EMPLOYMENT
AND PERSONAL INCOME TO ALASKANS IN 5 REGIONS OF THE STATE

THE IMPACTS GENERATED BY THE STATE AND PNP HATCHERIES ARE :
STATE HATCHERIES : PERSONAL INCOME : $35 MILLION
RESIDENT EMPLOYMENT : 1030 JOBS
FISH HARVESTED : 11 MILLION SALMON

PNP HATCHERIES : PERSONAL INCOME : $40 MILLION
RESIDENT EMPLOYMENT : 1100 JOBS
FISH HARVESTED : 23.8 MILLION SALMON



Reeldent Income Generated per § Spent

Impacts upon Alaskan Resident Income

FRED Budgat vs State Operating and CIP

FRED Operating Budget Average Capital Budget Average Operating Budget



LETTER FROM OMBUDSMAN
REGARDING SOLE SOURCE AUTHORITY TO NEGOTIATE



gm .'bTlJicism .a,n Stata of Alaska

Reply to:
December 23, 1937
0 3201 C Street, Suite 403
Anchorage, Alaska 99503
(907) 563-3673

P.0. Box wo
Don Collinsworth, Commissioner Juneau, Al ska 99811
Department of Fish and Game (907) 465- 970
Post Office Box 3-2000
Juneau, Alaska 99811-1100

RE: Ombudsman Complaint J37-0811 (Closed)
Dear Commissioner Collinsworth:

The Office of the Ombudsman recently received a complaint from Dale
Young against the Department of Fish and Game alleging that the
department 1is proceeding, contrary to law, to negotiate a contract for
transferring the operation of the Hidden Falls Fish Hatchery to the
Northern Southeast Regional Aquaculture Association (NSRAA).

Our office has reviewed the copies of the approved Authority to
Negotiate (ATN) and the Request for Alternative Procurement Method
(RAPM) . Your RAPM indicates two reasons for the exemption: (1) The
contracting agency demonstrates that there is a single source of
expertise or knowledge required, and (2) the service is provided by a
political subdivision, state agency or the federal government.

Frankly, 1 have concerns regarding both reasons expressed in the
RAPM . To begin with, it 1is doubtful that the Northern Southeast
Regional Aquaculture Association 1is the only organization with the
expertise and knowledge to operate the Hidden Falls Hatchery. 1 believe

there is sufficient evidence to the contrary.

Your second reason Tfor exemption Tfrom solicitation 1is that the
service would be providec by a political subdivision of the State of
Alaska. Section 16.10.380 of Alaska Statutes allows the formation of
regional aquaculture associations, and paragraph C of that section goes
on to say that a qualified regional association is established as a
service area in the unorganized borough for the purpose of providing
salmon enhancement services. I am wondering if your office has sought
legal advise regarding this section as the Hidden Falls Fish Hatchery is
within the City and Borough of Sitka, and the NSRAA may not be empowered
to operate there. Also the municipality might be interested in
operating the fTacility directly. There is some interesting language on
this subject in State, N.S.E. Regional Aauaculture Ass"n v. Alex
(Alaska, 646 P.2d 2u37~



Commissioner Collinsworth December 23, 1987

Circumventing the procedures for soliciting a professional services
contract by requesting an exemption from Alaska Statutes not only leaves
your department open to just criticism but also possible successful

legal action.

Since this is a sole source contract there is no formal appeal
procedure but 1 understand the complainant may contact you directly for
a review, and because of this, i1t is considered closed in our files. |
would suggest that if you have not already done so, your department take
a long pause before proceeding with negotiations on this contact.

If this matter is not resolved after your review, the Office of the
Ombudsman may consider investigating the significant issues raised by
the complainant. If you have any question, please do not hesitate to

contact me.

Sincerely,

3ruce Aronson
Acting Ombudsman

BCA:JRT:pjc
cc: Dale Young
-"Bev Reaume, Dir. Administration
Brian Allee, Dir. FRED program
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This report has offered an overview of the legislative intent,
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benefits of $90.0 million for the cannercial fishery portion of
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1,4:1.
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INTRODUCTION

At the end of the 1987 Alaska legislative session, lawmakers and
fishermen became aware that the budget allocation for the Alaska
Department of Fish and Game (ADF&G), Fisheries Rehabilitation,
Enhancement and Development (FRED) Division would reduce funding
for public hatcheries and cause the closure or "mothballing"™ of
several others. To avoid the considerable economic dislocation
that would result from such a major reduction in the ocean-
ranching program, emergency-funding mechanisms were explored
through a cooperative effort between the Legislature, FRED
Division, and the private nonprofit (PNP) operators.

Further appropriations from the general fund were secured by the
Legislature to operate some of the hatcheries scheduled for
closure; however, FRED and the PNPs were encouraged to explore
cooperative agreements that would provide supplemental funding
for hatcheries lacking full general fund support. Because of
this public-private aquaculture sector cooperation, all state
hatcheries continued to operate for the short-term (FY 88) and .a
foundation was established for continuing the Alaska salmon
enhancement program. The Legislature expressed its approval of~
this partnership and proposed eight intent statements:

1. It is the intent of the Legislature that the
Fisheries Rehabilitation, Enhancement and Development
Division, using up to $150,000 in interagency receipts,
will work with the Department of Corrections to develop
a correctional industries program at division
hatcheries. The division shall enter into a
cooperative agreement with correctional industries for
the use of inmates for on site non-skilled labor and
for the processing of non-saleable excess fish for
animal food and industrial products. A report on this
program shall be submitted to the Legislature on the
tenth day of the 1988 session.

2. It is the intent of the Legislature that the
department, the Governor®"s Office, the aquaculture
associations, the public, and fishermen®s groups meet
to develop innovative policies for the generation of
revenues to offset the decreasing availability of
General Funds, The department shall report its
recommendations to the Legislature by the ten”~h (10)
day of the 1988 session.

3. The budgeted Hidden Falls net barrier contract
reimbursement fees are intended for use at the Hidden
Falls Hatchery.

4. It is the intent of the Legislature that

division will work with the Department of Com; .e,
Division of Tourism, to promote tours of FRED Division

-1-



This
inten
neces

hatcheries, and that fees will be charged for such
tours.

5. It is the intent of the Legislature that the
program receipts required of the department shall

include but not be limited to funds derived from the
following sources: egg sales, hatchery tours, rent
receipts and rainbow trout fingerling sales. The

department shall work to develop and expand these
revenue-producing activities.

6. It is the intent of the Legislature that the
division enter into agreements with Cook Inlet
Aquaculture Association, the Prince William Sound
Aquaculture Corporation, and the Kodiak Regional
Aquaculture Association to provide assistance in the
operation of Tutka, Cannery Creek, and Kitoi Bay
Hatcheries, respectively, on a cooperative basis. A
report of this effort will be provided to the
Legislature by the tenth day of the 1988 session.

7. It is the intent of the Legislature that the
revenue producing activities ongoing at Tutka, Kitoi,
and Cannery Creek will be evaluated as models for
additional revenue generating activities with the
intent of maintaining the state"s continuing ownership,
management and operation of FRED Division hatcheries.

A report will be submitt ;d to the Legislature by the
tenth day of the 1988 session.

8. It is the intent of the Legislature that the
division will 1increase its activities associated with
maintenance of natural Tfish runs and will work with the
Sport Fish, Commercial Fish, and Habitat Divisions to
identify needs and develop projects.

report is based on the following interpretations of the
t statements; however, the interpretations do not
sarily conform to their numerical sequence.

Form a more efficient statewide ocean-ranching program by
sharing existing resources and functions with private non
profit agencies that will make the best use of limited
investment resources;

Explore and evaluate the resources and potential of the
state and PNP aquaculture programs;

Explore financing mechanisms for the FRED program that
involve the users who are the primary beneficiaries of
enhancement in the funding of worthwhile enhancement
activities, now mostly supported by the general fund;

%



4. Develop mutually beneficial, programmatic, and economic
arrangements between FRED Division and other agencies,
within and outside ADF&G involved in ocean ranching and
fishery development;

5. Where possible and over time, reduce the proportion of
general fund expenditures into the program, but not at the
expense of salmon harvests or the economic benefits of the
program;

6. Ensure that program receipts generated by cooperative
efforts at,,rtate agencies be directed towards maintenance or
enhancement efforts of those facilities;

7. Maintain the economic net benefits of the existing
enhancement programs by ensuring the continued existence of
an effective and viable hatchery system owned and managed by
the state; and

8. Expand the scope of cooperation between FRED Division and
other ADF&G divisions in enhancing, rehabilitating, and
developing new salmon runs.

The cooperative efforts of the Legislature, FRED Division, and
PNP sectors have resulted in a commitment to maintain and
maximize both public and private aquaculture in Alaska. To
comprehend the full value of the aquaculture program to the
Alaska economy, an understanding of the background and current
status of the program 1is imperative.

THE BIOLOGICAL RATIONALE FOR OCEAN RANCHING 1IN ALASKA

Since the early 1900s, the dependence of salmon on favorable
environmental conditions has led to dramatic fluctuations 1in
fishing harvests that have produced an economically unstable
fishing industry. The bust portion of the "boom-and-bust" cycle
that has brought total salmon harvests to less than 30 million
fish could be repeated in the future (Figure 1).

The FRED Division was formed in 1971 to carry out a program for
improving opportunities for people involved in the salmon fishing
industry. In 1974 the PNP hatchery program was created by the
Legislature, allowing fishing groups and regional aquaculture
associations to participate in ocean salmon ranching. Moreover,
from 1974 to 1980, Alaska voters overwhelmingly passed general
obligation bonds totaling $63.4 million to fund construction and
operation of FRED enhancement facilities.

Spawning and rearing habitat are subject to significant

environmental fluctuations (e.g., floods, droughts, lethal
temperatures, and water diversions) that negatively impact salmon
survivals. The FRED and PNP programs were started because there

-3-
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were alternative means of circumventing the problems associated
with the dependence of salmon on streams, lakes, and nearshore

estuaries. The economic opportunities for ocean ranchingl depend
on the unique ability of anadroraous fish to eventually return to
their natal streams. This natural phenomenon allows salmon

papulations to be efficiently enhanced by means such as fish
hatcheries, Tfish ladders, and lake fertilization projects.

The enhancement program produces all five species of anadroraous
Pacific salmon, steelhead trout, and five species of resident
fish, all of which contribute to commercial, sport, subsistence,
and personal-use fisheries. The current enhancement portfolio
includes 19 public hatcheries, 23 fish ladders, two spawning
channels, and numerous enhancement projects that extend from the
Noatak River in the Arctic to the City of Ketchikan in Southeast
(Figure 2). The technical-services component to the statewide
enhancement program is provided by the pathology, limnology,
genetics, and coded-wire tag recovery laboratories within FRED
Division.

In order to understand the magnitude of the Alaskan enhancement
program, it is necessary to put it into a worldwide perspective
In 1987, Alaskan hatcheries took over 1.3 billion Pacific salmon
eggs and over 10 million trout eggs. This makes Alaska®"s salmon
ocean-ranching program the largest in North America; it is
approximately one-half the size of Japan®s program and roughly

equal to the Russian program. The sockeye salmon enhancement
program is the largest in the world; over 100 million eggs were
taken ir. 1987. It is also the most technologically advanced

program in the world.

The statewide production strategy for the ocean-ranching program
has involved higher valued species being produced by FRED
facilities, and lower valued species being produced by the PNP

program. The distribution of these releases by species is
depicted in Figure 3. The fishery enhancement program in Alaska
has been a tremendous biological success. In some years the

number of harvested salmon resulting from Alaskan fishery
enhancement has exceeded both the natural and enhanced catch
produced by the State of Washington, which is the nation®s

second-largest salmon producer after Alaska. Officials of ADF&G
have estimated.the returning adults from FRED hatcheries in 1987
totaled more than 6 million fish. Operators of PNP hatcheries

estimated their total returns at more than 19 million fish in
1987. The combined state and PNP catch estimates equal
approximately 26 million salmon in 1987 (Figure 4).

In FY 89 (brood year 1988) more than 600 million salmon,
steelhead, and trout eggs will be taken at state-owned

1 Salmon ocean ranching should not be confused with salmon
farming, which is the captive or controlled culture of salmon in
freshwater, estuarine, or marine environments.
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hatcheries. The distribution of salmon egg takes 1is shown in
Figure 5. This production level will result in approximately Ii
million harvested adults in the commercial fishery (Figure 6).
Substantial harvests will occur in the recreational fishery also.

For the PNP Hatchery program, salmon harvests in the commercial
fishery are estimated by hatchery operators. The salmon catch
estimates for returning adults from brood year 1988 egg takes
equal approximately 23 million (Figure 6).

THE ECONOMIC RATIONALE AND ECONOMIC PERFORMANCE
OF THE STATEWIDE OCEAN RANCHING PROGRAM

The 1987 legislative intent statements were proposed because FRED
Division and the rest of Alaska®"s ocean-ranching program are in a
funding crisis. In non-inflation-adjusted terms, budget cuts
account for a 25% reduction in FRED Division"s portion of the
general fund since FY 85; 1in inflation-adjusted terms, FRED
funding has been reduced by 30% sir.ce FY 85 (Figure 7). While”
the hatchery egg takes and fish releases have grown dramatically
through this period, much of the potential expansion of the state

program has been curtailed. Thus, the program has been left with
a number of facilities that are being operated below their
optimal 1level, leaving some hatcheries with unutilized incubator

and raceway space.

The fish hatcheries and other enhancement activities of the FRED
and PNP hatchery programs have been the subject of a variety of
economic studies. These studies have been undertaken to ensure
that maximal social and economic benefits are derived from
Alaska®s 1investment in salmon enhancement technology.

Of the collection of public investments available to Alaska, very
few are able to improve the level of economic activity in the
state by expanding the basic sector output of the economy. In
this regard, salmon enhancement is very attractive because it
offers improved efficiency and positive impacts produced by
increasing the level of economic activity. Preliminary studies
undertaken by ADF&G show *hat the FRED program is producing
significant net benefits and impacts in the salmon industry and
throughout the regional economies of Alaska.

The economic data presented here summarize two independent
analytical techniques. The first technique is benefit-cost
analysis, which is a very stringent accounting of social and
economic benefits over the time horizon of the investment (in our
case 25 to 35 years). This technique measures the efficiency of
the investment by determining what consumers or producers would
be willing to pay for an improvement in their welfare if they had
to bear all the social costs.
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Figure 7. Estimated General Fund expenditures on FRED Division activities in non-inflation-

adjusted terms and inflation-adjusted terns fran FY 85 to FY 89.

General fund General fund
expenditures Percent reduction expenditures
FRED Division in budget FRED Division
Fiscal (millions of dollars) non-inflation (millions of dollars)
year non-inflation adjusted?2 adjusted inflation adjusted
1985 14.7069 0% 14.70690
1986 Authorized 14.2696 3% 13.93878
1987 Restricted 11.5917 21% 11.05893
1988 10.9952 25% 10.36722
1989 Proposed 11.0815 25% 10.32823
1 Source: Anchorage Consumer Price 1Index fro* John Boucher, Alaska Department

Division of Research and Analysis.

2 Source; General Fund expenditures from ADF&G budget files.
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The second technique, impact analysis, focuses on the
distributional and multiplier effects of investments. Its
results are usually expressed as expenditures, gross sales,
personal 1income, and employment. All expenditures whether they
constitute a social benefit or a cost are usod for determining
effects on personal 1income and employment. Impact assessment
pays great attention to whom and/or what sf.ctors and regions of
the economy are receiving the impacts. The time horizon 1in
impact analysis is very short, usually a year or a few years.

In this report, calculations of the economic value and impact of
salmon harvests are reported as point estimates. Point estimates
have been used to keep the reporting \esults simple. Projections
of biological or economic r.ystems ar”™ subject to variability and
these point estimates are believed to fall within the expected
bounds.

Estimates from a 1984 study for the Governor®s Mini-Cabinet on
Fisheries suggest that the program will ultimately generate net
benefits of $90.0 million (in 1984 dollars) for the commercial”;
fishery portion of the program. This results in an overall
benefit-cost ratio of 1.4:1. This means that $1.40 in fish
values will be generated for each $1.00 expended, measuring all
benefits and costs in dollars of equal value and discounting them
as required to take into account the time at which they occur.

Decision makers are often interested in how fisheries investments
or management policies may affect economic stability and
development in various regions of the state. Impact models can
determine the economic development that would occur from a change
in gross scles of fisheries products resulting from an increase
in catch or change in market prices. These impact models
approximate the local economies by expressing relationships among
business sectors of the economy. In 1986 this new analytical
procedure was applied to the state ™ fishery-enhancement program
to aid in the planning and budgeting processes. This was a
first-of-its-kind analysis of resident employment resulting from
the state"s investments in salmon ranching. The model was
designri and contracted through a cooperative effort with the
Institute of Social and Economic Research (ISER) at the
University of Alaska, Anchorage, and it projects large personal
income and employment impacts resulting from the state-owned
hatchery program. A recent simulation of the impacts of proposed
FRED budgets for FY 88 revealed that receipt of $10.9 million in
general fund monies (full funding) would result in over 850
resident jobs and $27 million in resident income. This
represents from two to four times the level of impacts resulting
from a typical expenditure of the state operating or capital
budgets.

In 1987 the FRED Division began coordinating a new and greatly
enhanced phase of fishery-enhancement impact analysis. The data
collection and modeling effort have involved the biological,



fishery, and economic analysis of over 170 state and PNP
enhancement projects. This analysis includes four complete,
computer-generated data bases that are used in the on-going
design of two new impact models and has involved a multiagency
data-collection effort utilizing the cooperation of FRED staff,
PNP operators, the Department of Commerce and Economic
Development (DCED) enhancement loan office, Sport Fish Division,
and ISER. The resulting improvements have allowed for a more
complete economic evaluation of the FY 89 budget. The principal
budget strategy 1is to move technologically sound hatcheries fronm
public to private support and maximize the use of general funds
to support developing technology. Since the budget maintains a
functional hatchery program and allows a better utilization of
hatchery space, the impacts are significantly improved over the
previous year. The FY 89 budget proposed by FRED Division would
generate approximately $35 million in resident income to Alaskans
as well as 1,040 jobs (Figure 8). The analysis of the PNP
enhancement program impacts resulting from brood year 1988 are
preliminary at this time; however, preliminary estimates project
approximately $40 million in resident income and 1,100 Alaskan
jobs.

For the FY 89 budget analysis, a second impact assessment was
developed on the basis of a "worst-case budget". This budget
assumes that FRED Division would not be able to reprogram into
other production funds available from contracting operations of
some hatcheries to the private sector. The purpose of this
economic analysis was to determine both the loss in gross
revenues to fishermen and the loss in personal income and
employment to Alaskans across the state if these funds were not
available. The enhancement program reductions would result from
a $1.4 million decrease in general funds, which 1is the
approximate savings in general fund monies from the contractual
agreements with the private sector. If the budget were reduced
by this amount, a large portion of the chum salmon production at
the Snettisham facility would be eliminated along with much of
the sockeye enhancement initiative at Snettisham, Main Bay, and
Gulkana. The reduction in gross revenues to fishermen from this
option 1is approximately $9 million. The personal income lost to
residents of Alaska is over $6 million along with 100 jobs
(Figure 9). Clearly, the reprogrammed funds have a significant
effect on the welfare of Alaskans.

The recreational component of the impact analysis project
involving the additional personal-income impacts from FRED

Division®"s recreational-fishery projects will be completed early
in 1988. The personal income and employment that results fronm

these projects make a significant impact on the Alaskan economy.
Anglers pay for tackle, boats, moorage, transportation, lodging,

food and beverages, guiding, and other fishing-related needs.
Businesses that provide goods and services to anglers provide
jobs and buy inventory from other businesses that, in turn,
provide jobs and buy from other businesses. The first level of
expenditures from the recreational fishery projects appears to be

-14-



Figure 8. Economic Impact Simulation Results, Stratified by
Region for the FY 39 Budget. The simulation assumes that budget
to be equivilant to the FY 89 Request to the Governor.
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Figure 9. Economic Impact Simulation Results, Stratified by
Region for the FY 89 Budget. The simulation assumes that budget
(i}s reduced by 81.34 million dollars over the FY 89 Request to the
overnor.
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approximately $10 million. The completed project will estimate
resident income and employment resulting from the direct,
indirect, and induced effects of those expenditures.

METHODS USED TO ADDRESS THE LEGISLATIVE INTENT

The legislative intent statements were addressed by FRED Division
as Tfollows: 1) creating an enhancement-funding work group,

2) meeting with fisheries-enhancement constituents, and

3) reorganizing FRED Division.

Work Group

The work group2 forum became one of the most important and
revealing sources of information for this study. The working
sessions reflected anxiety over the funding for state and PNP
ocean-ranching programs. All of those who wished to be involved
in addressing enhancement funding issues were invited to
participate (see Appendix B). The initial objectives of the wc”k
group were threefold: (1) to solicit technical expertise within
ADF&G as well as from agencies outside the department for
reviewing legislative intent language and identifying strategies
to meet that intent; (2) to analyze alternative financing
mechanisms; and (3) to review the respective roles of the state
and private ocean-ranching programs. The originally constituted
group held two meetings to accomplish these tasks before the
membership was broadened to include representatives from the
private aquaculture sector and fishermen groups. During meetings
of the expanded work group, funding options were more fully
considered and specific roles of the public and private
aquaculture sectors were identified and prioritized. The
reorganization of FRED Division was a result of these meetings.
Finally, the broad-based work group developed and approved the
outline of the report to be presented to the Legislature.

Constituency Meetings

The FRED Division Director, Brian Allee, and/or staff met on at
least 25 separate occasions with fishermen groups, regional
salmon planning, teams, and the general public (see Appendix C).
During these meetings, Dr. Allee explained the legislative
intent, how the division was addressing it, and how the intent
and action it generated might impact the FY 89 proposed budget.

2 The working group consisted largely of representatives of
regional associations and fishermen groups although
nonassociation PNP hatchery operators were also invited to
attend.
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Reorganization

During early winter, the FRED Division was reorganized to achieve
clarity of purpose, program efficiency, and cost savings. Also
addressed in the reorganization were the roles identified and
prioritized for FRED Division during the September 1987 work
group meeting. The thrust of the reorganization was a more
decentralized management structure in which the regions report
directly to the director. The benefits of this structure will be
to increase communication, reduce the number of management layers
in the headquarters and regional offices, and promote efficiency.
The reorganization eliminated six middle management positions.

RESULTS OF THE WORKING GROUP ANALYSIS
OF FUNDING METHODS FOR THE ENHANCEMENT PROGRAM

One of the major accomplishments of the working group was a
comprehensive evaluation of the funding alternatives for fishery
enhancement in Alaska. Participants concurred that specialized*"
contracts, professional-service agreements, and select-service
charges provide more probable short-term solutions to immediate
funding shortfalls in the FY 89 budget. The more likely
long-term solutions appear to be the Enhancement Authority and
alteration in the allocation of existing taxes or license fees.
The full list of the funding alternatives follows.



1. Taxes (long term):
a. Alter or increase Raw Fish Tax
b. Vessel Fuel Tax
C. Landings Tax
d. Enhancement Tax

2. License Fees (long term):
a. Entry Permit Renewal Fee
b. Terminal Area License Fee
C. Recreational Fishing License Fee
d. Subsistence/Personal Use License Fee
«V.14
3. Authorities (long term):
Enhancement/Aquaculture Authority
4. Agency Service Charges & Other (short or long term):
a. FRED Division harvests terminal fish and sells
b. FRED Division sells live and dead eggs and Tfish
C. Charge for consulting fees of FRED
d. Visitor Fees
e. Public Donations A
f. Rescheduling of debt on public hatcheries/use for
operating costs
5. New Ownership/Leasing/Contracts (short term):
a. Transfer and Leasing of Hatchery Ownership
b. Cooperative Agreements
C. Contracting Harvest and Operations

General Information on Fisheries Taxes

Aside from the value of fisheries in Alaska and the economic
activity (i.e., employment and personal 1income) generated from
them, Tfishing also generates revenues directly to the state from
taxes and licenses. In FY 87 these revenues equalled $63.98
million, of which $59.5 million went to the general fund and
$4.48 million to the fish and game fund. Revenues from hunting
and trapping sources (e.g., license sales) have been excluded
from these figures. Fishery revenues include fish taxes, raarine-
fuel taxes, fishing permits, fishing licenses, and other similar
items. The revenues in 1987 represent an increase of over four
times the same.figures in 1977. Clearly, the fishing industry is
a major contributor to Alaska®s revenue base, and fishermen pay a
significant portion of their income for the use of common-
property resources.

While not part of the legislative intent, it is helpful to know
how these revenues compare to fishery management expenditures.

To conduct this comparison, two items were removed from the total
fishery revenues to the general fund: 1) revenues dedicated to
the private nonprofit organizations (e.g., salmon enhancement tax
was $4.4 million for FY 87) and 2) revenues received from federal
sources ($16.68 million in FY 87). The collection of salmon
enhancement taxes helps to fund aquaculture associations and does

£
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not represent unrestricted revenue to the state. Some of the
federal monies that have been removed from the analysis are
Alaska"s share of Dingell-Johnson funds, which are derived from a
national excise tax on recreational fishing equipment. In any
case, Tishery revenues, excluding revenues from these two

sources, total $42.86 million for FY 87 (Figure 10).

The total cost of managing fisheries in Alaska for FY 07 was
determined by adding together the estimated portions of the
budgets of ADF&G and several other state departments that are

associated with fisheries management. Because many divisions and
departments have multiple functions, it was difficult to separate
costs associated with management of fisheries alone. Best

estimates of the costs associated with fisheries were determined
through discussions with staff in each department.

As might be expected, the greatest general fund expenditures are
associated with ADF&G ($34.2 million), followed by the Department
of Public Safety ($7.5 million), and DCED ($2.1 million). The
estimated total expenditures for all departments 1in FY 87 was
$45.2 million from general fund monies and $64.3 million from ~J.1
funding sources combined; when expenditures on Sea Grant and the
Marine Advisory Program of the University of Alaska are added,
the totals come to $46.3 million and $67.0 million, respectively.

A thorough review of the taxing alternatives was presented to
users at meetings with the funding work group. All user groups
were unanimously opposed to increasing taxes or license fees.
There was some interest in developing legislation to change the
allocation formulas to redistribute more of the funds into
fishery enhancement. AlIl groups were also opposed to closing
state hatcheries. It was pointed out in the work-group meetings
that changing the appropriation formula for the Raw Fish Tax does
not create additional rents to the state treasury; it would only
redistribute the revenues.

specific Information on Funding Alternatives
Alter or Increase Raw Fish Tax:

The Raw Fish Tax 1is levied on processors and is based on the
price paid for.fish in the round. The funds are distributed into
the general fund and appropriated by a specific formula into
communities and the fish and game fund. Depending on the size of
the annual catch, there is a potential for $3 to $5 million to be
to be raised from a 1% increase 1in the tax. The tax 1s now
reappropriated back to communities and the general fund. Members
of the enhancement-funding work group suggested reviewing the
funding formula to determine if the funds are being allocated 1in
the appropriate manner.
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Increase the Amount of the Vessel Fuel Tax:

An increase in the vessel Tfuel tax could be applied to all
fishing and nonfishing fuel purchases in the state. In 1986 the
$.05/gal tax yielded approximately $5.3 million. The vast
majority of these taxes are paid by the fishing fleet. All of
the receipts from this tax currently go into the general fund. A
significant change in the tax would be required to generate
additional revenues of a couple of million dollars or more.

Landings Tax:

A landings tax for salmon would be similar to the Raw Fish Tax.
Its main difference is that it would be levied directly on the
fishermen instead of being paid by processors. The tax would be
based on an assessment per pound of fish or per fish. The tax
might be structured to vary by species harvested so that
enhancement-produced species would be more heavily targeted,
Since it would be a new tax, it would not be subject to the
reallocation formula used for the Raw Fish Tax. As 1in the Raw
Fish Tax, considerable revenue could be generated by this tax:
$1 to $2 million a year of revenue is not anunreasonable v
estimate. This alternative is not supportedby fishermen.

Increase and or Modify Enhancement Tax:

An aquacultural assessment is collected by the processor from the
payment to fisherman for their catch and 1is automatically
withheld by the porossor. The tax then goes into the general
fund, and is late propriated to DCED, which then distributes
the receipts back *.. the associations. One modification might be
to distribute the r3x directly to hatcheries. Some of the tax
receipts mightalso be given to an enhancement authority for
distribution. The < s"-.imated revenue for FY 87 is approximately
$2.8 million. A dousing of the existing assessment would yield
$5.6 million. This approach appears to have a low level of
fishermen acceptance.

Increase the Commercial Fishing License Fee and Distribute a
Portion of the Receipts to FRED Operations:

The Commercial.Fisheries Entry Commission (CFEC) has investigated
the feasibility of using the entry permit renewal fee as a

mechanism to fund the Permit Buy-Back Program. Proposed
legislation has been written by CFEC that could apply to the
financing of any management or enhancement activity. This

approach has also been implemented recently by the Canadian
Department of Fisheries and Oceans for the Pacific salmon fleet.
In FY 87 approximately $2.9 million in renewal fees were
collected. Obviously, a doubling of the renewal fee would
produce large tax revenues. This approach appears to have a low
level of fishermen acceptance.



Create a Terminal Area License Fee:

A terminal area license fee gives fishermen the alternative to
fish in a controlled area of the fishery for a fee. This systenm
would be different from other forms of cost recovery because the
fisherman exercises his freedom of choice in making an economic
decision of whether or not to enter the fishery. This systenm
would be applied to areas that have a high portion of
enhancement-produced fish; the area would only be open to users
with valid entry permits. Another variation on the license fee
would be to have fishermen bid for the rights to enter the
fishery. Since this approach would be suited to sites with
terminal-fishing areas or a high fraction of hatchery-produced
fish, the amount of revenue that could be generated 1is small
(relative to total program costs). To generate significant
amounts, revenue license fees would have to be substantial. At
$1,000 each for 200 seiners at Hidden Falls, the program receipts
would be on the order of $200,000. This approach appears to have
a low level of fishermen acceptance.

Increase the Recreational Fishing License Fee or Have a
Supplements Fee for Hatchery Fish and Earmark a Portion of th?
Program Receipts for FRED:

Existing studies on willingness to pay for nonresident sport
fishermen in the Pacific Northwest indicate that these users are
willing to pay far more for the rights to harver-t Alaskan salmon.
Currently, all license receipts are channeled 1iir-o the Division
of Sport Fish. Substantial revenue could be generated by a small
increase in recreational fishing fees. In 1986, 308,472*sport
licenses were sold. IT we assume that 250,000 salmon fishermen
would buy a $5.00 salmon enhancement stamp, this would generate
$1.25 million in revenue. A bill for increasing general
recreational user fees was submitted but not passed during the
1987 Legislative Session.

Create a Subsistence or More Aggressive Personal-Use License Fee:

Further study on this option is required. Subsistence and
personal-use representatives were not present at the funding
meetings. It is likely that there would be user opposition to
the fee.

Creation of an Enhancement Authority:

A summary of the legislative work on a proposed enhancement
authority has been compiled by Brad Pierce of the House Research
Agency. The adaptation of existing statutes to produce a long—
term funding solution for the state®"s ocean-ranching program
would create a single, statewide public corporation along the
lines of the Alaska Power Authority. The enhancement authority
would combine the resources of the public and PNP hatchery
systems. The authority would have revenue-generating and bonding
powers and would be responsible for distributing the costs of the

m
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ocean-ranching program as equitably as possible among user
groups. The enhancement authority is seen as a long-term means
of reducing the state®s general fund contribution to enhancement
activities. Pierce outlines several assumptions that must be
shared by user groups before an enhancement authority mechanism
could become politically acceptable. (Pierce, 1987, "The
Enhancement Authority: A Long-Term Funding Mechanism for
Alaska®"s Ocean-Ranching Program,")

Harvest of Fish by FRED and Direct Sale by Government:

Even the most careful directing of commercial fishery gear and
sport fishing effort to salmon fisheries may result in sustained

underutilization of some fish stocks. Stocks that are produced
from state-owned hatcheries generally are fully exploited. A few
hatchery stocks consistently have surpluses at the hatchery"s
terminal-harvest area or in freshwater locations. It is
technically feasible for FRED Division to collect the fish in
these areas. Collection would probably be similar to methods
used for cooperative agreements at a few state facilities. Major

objections have reen voiced by the fishing community.

Selling Immature Fish and Fish Products (e.g., live fish and eggs
to fish farmers, unripe eggs, and carcasses):

Spawned carcasses have economic value, and a range of contracts
exist for competitive bidding on spawned fish. The state also
sells green and eyed eggs to PNP operators for brood-stock
development purposes.

Charge for Consultant Fees for Specialized Services of FRED
Division (fish culture expertise, bioengineering, pathology,
etc.):

It may be possible to implement some consulting fees, but there
are administrative and program conflicts that suggest this option
has limited potential to generate revenue.

Visitor Fees for Hatcheries (e.g., charge for tour companies,
gate fees, hatchery literature, and fish food for hand-feeding
low-risk lots of fish):

See page 18 Results section and Appendix A.

Create Mechanism to Accept Grants from Local Support Groups and
Individual Donations:

Under AS 16.05.050, the Commissioner of ADF&G can accept these

grants; however, the process should be clarified by the Attorney
General®s Office.
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Reschedule Debt on Public Hatcheries/Use for Operating Costs:

Each year the state pays interest and principal on over $50
million in bonds sold to build public hatcheries. This mechanism
was investigated and determined to be administratively and
legally difficult.

Transfer and/or Lease Hatcheries to PNP Ownership:

This mechanism is not intended to generate new revenue but to
keep hatcheries, from closing because of potential budget
reductions and to maintain the social and economic net benefits
to the state. The most obvious method of transferring hatchery
ownership is an outright sale of the facility. PNP facilities
have been granted the rights to produce, harvest, and sell salmon
to recover the costs of operations. This cost-recovery
arrangement would provide an alternative option to using general
fund dollars for operational costs. Those specific conditions
allow a somewhat stable financing of some of the PNP operations.
Generating new revenue for the state treasury is not the intent
of this mechanism. .

This has been one of the more widely debated approaches to

financing fisheries enhancement in Alaska. Legislation would be
required to transfer hatcheries, and the Legislature will need to
determine the appropriate course of action. Support for the

approach seems to be mixed in the Legislature and among
fishermen.

Cooperative Agreements:

In FY 88 the FRED Division 1is using a temporary financing
mechanism called a "cooperative agreement”™ for operating some
state-owned hatcheries. The mechanism also involves a contract
between the regional association and limited-entry permit
holders. The intent of this approach was to capture some of the
revenues from the salmon harvest and channel them into the
program receipts to help offset operating costs of the facility.
The revenue generated by this approach was from 30% to 50% of the
operating costs of the facilities.

Contracting Out Hatchery Operations and Harvest:
The most obvious method for contracting out hatchery activities

is through a professional services contract (PSA). The PSAcould
be applied to either the operation of a state-ownedhatchery, the

harvest of fish from a state-owned hatchery, or both. The
current thinking is that most PSAs would be appliedto both
hatchery operation and harvesting. The PSA would involve a small

fee or no fe”™ because the contractor would have a vested interest
in the continued operation of the facility.
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PROGRESS ON LEGISLATIVE INTENT ASSIGNMENTS

The FRED Division has addressed all eight legislative intent
statements during the interim. Some of the concepts that have
not been as effective as was hoped will be reviewed.

Harvesting of Surplus Fish by FRED at Hatchery or Other
Enhancement Sites and Sale of the Fish to Various Public Agencies
and Private Processors

The user groups view state harvest of hatchery fish for sale as
direct competition.

Conducting Tours and Tourist-Related Activities at Hatcheries

These proposals have met opposition from municipalities and tour
companies; however, this opposition is viewed as a temporary
situation that may be alleviated by educating the opposing
parties about the economic and program benefits. Currently, the
FRED staff is consulting with the Division of Tourism to defines
reasonable system of tours and fees (see Appendix A). -

Sale of Carcasses

Some revenue has been generated, and it may be increased with
better planning and advertising (see Appendix D).

Sale of Trout Fingerlings
Rainbow trout fingerlings could not be sold because they are
produced for the sport fishery by federal funds.

Use of Correctional Institution Inmates on Site for Non-skilled
Labor

Corrections institution residents were employed to assist at
hatchery sites, and reports of results have been positive (see
Appendix D). This is an outstanding example of interagency
cooperation.

Shared Operations

The legislative intent statements have generated a renewed
cooperative effort between ADF&G and the PNPs to maintain
operation of state hatcheries. Kitoi Bay and Cannery Creek
Hatcheries were operated because of supplemental funding from
cost recovery of hatchery returns. Two seine boat owner
associations contributed labor to place the barrier net at Hidden
Falls Hatchery, and cost recovery was also used to pay for its
operations. This net allows for separation of brood-stock in
order to continue the early chum salmon run so valued by the
fishermen in southeast Alaska.
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Summary of 1988 Experiences

Generally, the positive experience from addressing legislative
intent has provided the cornerstone for the FY 89 FRED Division
budget strategy, which proposes to move operation of four
hatcheries to the PNPs and yet keeps the state as owners and
managers. The private-sector users are guaranteed a direct voice
in cooperative planning and operations of the facility, yet
continued state ownership assures that legal requirements for
management, regulation, and use of capital construction bond
funds are met. With the fishermen taking a more direct financial
responsibility for operating hatcheries that are currently
producing Tfish, FRED Division can use available general funds to
address critical program inefficiencies, such as underutilized
hatcheries and to develop sockeye salmon enhancement, w/Aich puts
Alaska 1in a more advantageous economic position.

To comply with legislative intent, FRED Division proposed the use
of contracts with regional associations. Without the contracts,
the budget required for fish production in FY 89 would be at ~
least $1.3 million higher than the proposed FY 89 Governor®s
budget. The Legislature urged the publ;. and private aquaculture
sectors to attempt to keep in operation those hatcheries that
ultimately would have been closed on July 1, 1987. For those
legislators who place priority on hatchery production in their
districts, it gave an additional opportunity to support those
activities. These efforts provided guidance in exploring the
options for short- and long-term relief to the general fund and
in defined roles and responsibilities of the participants.

The enhancement funding work group addressed various options that
were also discussed at meetings with PNP boards of directors,
regional planning teams, and the public. From these discussions
emerged three short-term and long-term solutions:

1. Contract operations of some commercial fish production
hatcheries to the private sector. The state would retain
ownership and management responsibility.

2. Review current use of raw fish tax revenue and make
recommendations as to how that tax might be applied
differently to relieve general fund support of fishery
enhancement.

3. Further explore implementation of an Enhancement Authority
on a regional or statewide basis.

As was previously stated, the FY 89 FRED Division budget proposed
a short-term strategy developed after evaluation of state-private
cooperative ventures, work-group efforts, and socio-economic
considerations. Four hatcheries would be contracted to the
private sector, allowing use of ongoing general fund
appropriations to maximize existing state hatchery potential and
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further sockeye salmon production technology that will contribute

more to the state"s economy. This approach allows the
continuation of current salmon production and the increase of

future production without increasing capital or operational
expenditures of general funds. It provides recognition of the
unique roles of the public and private aquaculture sector.

The legislative intent statements of almost nine months ago and
the effotzs of the enhancement funding work group have set the
aquaculture sectors on a clear road. The state should continue
to be ultimately responsible for the hatchery salmon ennancement
program the people of Alaska mandated through legislation and
bond referendums. The public and private sectors have distinct
yet shared roles in aquaculture development and maintenance. The
raw fish tax allocation should be reviewed as a source of fishery
enhancement funding, and the salmon Enhancement Authority may
provide a vehicle for future fiscal support of enhancement

activities.



MAJOR CONCLUSIONS OF THE LEGISLATIVE INTENT STUDIES

This report has offered an overview of the legislative intent,
stated in the FY 88 FRED Division budget, and the results of the
intei : assignments. Proposed solutions to the main task, which
are analysis and implementation of innovative funding techniques,
have been included in the "Results"” section of this report. The
major conclusions of this report follow.

The present a)id projected fish catches as well as the net
benefits and impacts of the statewide fishery enhancement progranm

are very large.

In the commercial fishery, the net benefits, or profits from
these projects, accrue primarily to the fishermen who own limited
entry permits; however, the impacts of the program ripple through
the general state economy, and Alaskans in almost all regions of
the state realize increases 1in personal 1income in not only the
fishing sector, but also the fish processing sector, government
sector, and through service, wholesale and retail trade sector”,
The 1impacts in terms of personal 1income to resident Alaskans are-
greater than the dollar-for-dollar impacts of typical state
expenditures from the general fund, capital projects, and the
permanent fund disbursements.

There was a clear consensus among fishermen user groups and in
the work group at large that the FRED Division should receive
full funding for hatcheries from the general fund as a first
priority.

Most work group members acknowledged that this was the most
secure way of continuing the economic net benefits of enhancement

projects.

A key issue in the funding discussions was whether primary users
should pay a greater share of fishery enhancement than now.

Two contrasting opinions were discussed in the working group on
this subject.

1. As noted in the result section of this report, fishermen
groups were unanimously opposed to tax and license fee
mechanisms that might increase their contribution to the
state treasury for fishery enhancement. The regional
association representatives and fishing leaders have pointed
out that existing tax revenues from the fishing industry are
already large ard approximately offset general fund
expenditures for fishery management and enhancement.
Fishermen also assert that the* are large contributors to
the general fund, and there should not be additional fees
imposed on them. Th>3 fishing leaders explain that any
additional costs of fishing may impose financial hardships
on a fleet already saddled with many costs.
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2. The second view presented to the work group states that the
salmon fishery is a common property fishery that belongs in
part to all Alaskans. As with the royalty oil taxes, the
residents of Alaska have a right to collect rents to the
state treasury that are equal to or in excess of the amount
required to manage and enhance the fishery or to find other
methods of sharing costs of enhancement among the primary
beneficiaries.

It is not the intent of the FRED Division or this report to

suggest which vj,ew is appropriate. The Legislature has to
determine the social and economic goals it wishes to acnieve with
fishery enhancement. The availability of funding for statewide

enhancement as well as the net benefits from the state fishery
enhancement program could be dramatically effected by legislative
action on user financing. The timing is also critical in that a
phased reduction of the General Fund with appropriate legislation
will avoid a major discontinuity of the economic benefits of
hatchery production.

The comer stone of this division®s short term and incremental”
approach to future funding is the FY 89 proposed budget strategy
of contracting operations of state hatcheries to the private
sector.

Th- concept of contractual agreements in the FY 89 budget
represents a small but significant shift toward a greater user
participation in hatchery funding and hatchery decisicn making.
They allow for greater user participation in financing 1in return
for considerable additions in future harvests, net benefits to
fishermen, and personal income and employment in Alaska's
economy. These benefits derive fr*m reprogramming funds that
would otherwise be spent to operate conventional, commercial fish
production hatcheries. None of the parties involved in the
various meetings listed in Appendix C actively opposed the use of
contracting out hatcheries to the regional aquaculture
associations as a short-term solution.

The "Results" section of this report details the approach FRED
Division will take to develop competitive bids for contracting
hatchery operations. The success of this process will depend on
legislative approval of the FY 89 budget, bidding/award
procedures, the active interest of participating regional
associations, and bids with no direct contract costs.

Since the contracts for state hatchery operation are innovative,
legal or administrative obstacles may delay or stop the process.
The fishing industry and the entire state economy would suffer
both short- and long-term losses if the targeted hatcheries were
shut down or other FRED programs were put in "mothball"” status.
Perhaps the Legislature could suggest other solutions to avoid
these losses, such as an exemption from the new procurement code
or an amendment to the PNP statutes.
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Fulfilling the requirements of the FY 87 legislative intent has
been a highly interactive and revealing process for all
participants. On one hand, the interacting with variedinterests
in the work group as well as deve.7oping the analytical
information, has allowed us to examine funding uethods open to

government. On the other hand, it has shown us that
implementation of effective and innovative funding methods must
be incremental innature and will require patience and
cooperation of government, user groups, and the Legislature. In

the final analysis, it may be possible in FY 89 and, perhaps,

FY 90 to promote increased user participation in funding fishery
enhancement. Other measures have been taken to reduce FRED
Division™ dependence on the general fund and generate program
receipts. However, 1in the short term, there remain no other
legal and politically acceptable quick fixes that would result in
larger scale reductions in FRED"s operating budget without
significant reductions in enhanced salmon production and
considerable dislocation in the general economy.

The FRED Division believes this report should not be the end
point for the funding investigation process. The division e
intends to continue work group effort in designing longer term
solutions.
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MEMORANDUM State of Alaska

to  Tom Krorr,, Chief of Operations oate: January 7, 1988
Division of Fisheries Rehabilitation
Enhancement and Development PILE NO:
Department of Fish and Gare
TELEPHONE NO:
THRU: subject. Fish Hatchery Site

Visitation

from Mary B. Klugherz, Marketing Coordinator
Division of Tourism
Department of Coranerce 4

Economic Development ASOQMfﬂ EEGH&L O f®

The purpose of this meno is to outline nmy preliminary observations and
identify issues regarding the development of Crooked Creek Fish Hatchery ~
and Elmendorf Fish Hatchery as revenue generating visitor facilities™
These coaments are based upon ny discussions with you, Tim McDaniel and
ycur staff at both these facilities, and ny site visitation the week of
December 14.

Overview

The Legislature has put Intent language on your division's budget to
work with the Division of Tourism to begin developing the potential for
generating tourist receipts within the state hatchery program. Since
many of the state operated hatcheries already receive many thousands of
visitors each year, both resident and nonresident, program receipts
generated as the result of a fee charged could represent several thou-
sand dollars. In addition, these hatcheries are not marketing them-
selves as visitor facilities, yet are still attracting substantial num
bers of visitors, particularly those on the hlghw«y system. It Is
within the realm of possibility that visitation of selected sites could
Increase- draaatfctlly with some basic marketing efforts. However, mar-
keting- thesm rftes should not occur until basic visitor amenities are
providedL'af these* sltejp. The question then becomes, which sites should
be targeted for potential development and what will be the cost for the
developmentse In addition, how does your division collect fees both
before and after development.

In our discussions, we reviewed the location and facilities of the state
operated hatcheries and agreed to crncentrate on those facilities on the



Tom Kron, Chief of Operations -2- January 7, 1988

road syste»wtth large numbers of current visitors, and potential to
attract morm-visitors-. During ny recent trip to Anchorage, | was able
to visit the Crooked Creek Hatchery and the Elmendorf Hatchery. | will
discuss each Individually.

Crooked Creek Hatchery

This site, located approximately 12 miles south of Soldotna, receive*
approximately 50,000 visitors per year. This facility currently has no
road signage, visitor parking, restroom facilities, or Interpretive dis-
plays to speak of, yet still receives this large number of visitors each
year, primarily between June and August. Visitors are both resident and
nonresident, as many residents bring vilsiting friends and relatives to
see the hatchery. This represents several hundred visitors each day.

The current situation at the hatchery, with this high visitation and no-"

visitor facilities, raises several Issues which the state should ad--.
dress. It Is understandable that the state sees an opportunity her® to
generate revenue from the hatchery visitor. In order to charge for-au- i

visit, though, the facility should offer the visitor something - whether*»n
1t 1s a self-guided tour with Interpretive displays, or a tour guided by v
a knowledgeable Individual. In addition, several Improvements should be .
considered for both safety and ease of visitor flow. Anong these Im-
provements are a parking lot, restroom facilities and visitor paths.

During our visit, the manager of the Crooked Creek site Indicated that
several years ago a consultant was hired from Washington State to look
at several hatchery sites and nmeke recommendations for development of
visitor facilities. The recommendations for Crooked Creek Included
drawings of a parking lot, pedestrian bridge, visitor Information center
and Interpretive displays. These drawings and recoonendatfotis should be
located and studied to see 1f they can be used today. In addition,
costs associated with developing such facilities may be Included to give
an ldea of Investment capital necessary to pursue this direction. At a
minimum, this facility needs a parking lot and restroom facilities, just
to handle.*the* current visitor volume.

Then thermrlar thmfssue of generating revenue. Unless there 1s a con-
trolled situattorrr where there 1s one entrance with an attendant to col-
lect thr feesv. visitor donations must be relied upon. This could be as
simple- as: e donatiod box with adequate signage requesting donations and
explalnfn™tbmlr“us»'(f.e. donations help maintain the facility, etc.).
The donation b;x must be 1n a secure place, so as not to encourage
vandalism and theft. The recoamended amount of donations or fees; needs
to be discussed as well.
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The Crooked. Creelt Hatchery site has tremendous potential as a visitor
facility, but 1t 1s In desperate need of visitor facilities. It has the
potential to accommodate more people than are currently visiting the
site, with some minimum site Improvements. It Is up to the Department
of Fish and Game as to whether the capital Investment Is worth the
revenue generated.

Elmendorf Hatchery

This hatchery, located five minutes from downtown Anchorage, also has
tremendous potential for visitor use. The site has no road signage, no
Interpretive displays, or restroom facilities. It does have a parking
lot, however. The large viewing area for the waterfalls to observe the
flsh jumping 1s Ideal for large groups of visitors. However, for
safety* the area needs additional railing and handicapped accessible-
paths, as well as Interpretive displays and perhaps a self-guided tour;*

As with the Crooked Creek Hatchery, this site receives thousands of-'-
visiti)rls (approximately 30,000), with no marketing efforts. Glvefv 1tsE-
prox |rty to downtown Anchorage, this site's potential for visitor use -
1s tre> ..idous. Recoonendatlons for visitor facility development were*
also made by the Washington State consultant regarding this site. These
should be located and studied as well.

This site could Immediately Install a donation box 1n a secure area to
begin to generate program receipts while 1t Is undergoing further de-
velopment.

Issues

During ny site visitations and discussions with the staff, several
Issues came to mind with regard to the development of state operated
fish hatcheries as a visitor attraction. The development of this
resource Into a visitor attraction has many positive benefits Including
providing additional, visitor attractions, generation of program receipts
and prbvfdfo$»mw«Nfrto educate the public (both resident and non-
residents afioafcthm.-state's valuable fisheries resource. Several con-
cerns: emmmi however, which need to be addressed. These are as
followss™-"r. "

1. Fee'colTectfon - Until the flsh hatchery facilities have a
controlled situation, collection of a fee from Individuals 1s
very difficult. An Interim measure 1s 3 donation box, lo-
cated 1n a safe, secure area. To collect a fee, the facility
should offer something to the visitor, such as a self-guided
tour and Interpretive displays at a minimum- In addition,
basic visitor amenities should be provided (l.e. restrooms).
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Who do.you charge for fees? Visitors only? Visitors and resi-
dents?. It Is ny understanding that many residents visit the
fish hatcheries regularly. Do you charge them for each visit?
Do you risk damaging relationships with local residents who may
consider, as taxpayers, that they already support the hatch-
ery? Other state agencies have faced a similar situation -
that Is, the need to generate revenues and have Instituted fees
(l.e. Alaska State Museus 1n Juneau). Lessons can be learned
from these agencies by contacting the* and discussing the chal-
lenges and Issues they faced when Initiating fees.

How much do you charge? What Is the value o4 the experience?
Do you charge adults one fee, children another, senior citizens
another?

Requlrlng fees froes tour operators who nay feature a fish r =
hatchery on an Itinerary 1s a sensitive Issue. While tour
operators may understand the need for a fee to be charged, that,
fee gets passed along to the conswer and eventually Increases
the cost of the tour. As tour operators get charged more and
more fees by state and federal agencies, the cost of tour* ¢
Increases and lends to the Image that Alaska Is a hlgh-prfce<t- -
destination. In the long run this 1s not constructive for
anyone in the Industry. However, tour operators should be kept
Informed of the possibility that fees for fish hatchery visita-
tion may be Implemented. These operators should be encouraged
to Include the hatchery on Itineraries and at the same time a
negotiated agreement with regard to fees could be worked out.
Ketchikan 1s a good example of a fee structure that meets
everyone's satisfaction. In addition, the planning cycle for
tour operators should be acknowledged when discussing fees.

Most large operators are finalizing their Sumner 1989 tariffs
(retail tour rates) by February and March of 1988. If opera-
tors are not Informed until May 1989 that a fee for hatchery
visitation for summer 1989 Is to be charged, they will not only
bcvupset* b%also may drop the hatchery from the itinerary.

*do«M rve anyone's purpose.
7
c-; Caplt*VIinvestment Needed - It Is clear that the two facilities
Nevlaitedtneed some capital improvements to serve current viNl-
Tetar»-i*.wmi? as encourage Increased visitation. In addition,
due*to thmrlarge number of visitors at Crooked Creek, without
improvements or limitations on visitation, the state may be
faced with a liability problem. Improvements can be made 1n
stages, with the initial investment kept to a minimum and
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subsequent Improvements made out of revenue generated. Whether
money |Is available for Improvements prior to revenue generation
1s a question which | ran't answer. However, | would encourage
creative solutions to this situation, (l.e. local service clubs
providing assistance with project development, etc.).

3. Staffing - The current staff at the fish hatchery sites have
become very Involved In dealing with the visitor. Some enjoy
It, some don't. Spending time with visitors may decrease the
time the staff should spend on their primary function. The
self-guided tour 1s one solution to this situation. Another 1s
to utilize university students as guides - either tourism stu-
dents or fisheries students. Train them and pay them out of
program receipts. This could not only provide a positive visi-
tor experience, but also valuable job training and experience: v
for Alaska's future touFlsm and fisheries professionals. ~.

Next Steps

;-

Since most fish hatchery sites were not built with generating visitor”™ ;
traffic In mind, each site poses unique challenges. The following; n«*tk->-
steps are recommendations to the FRED Division for proceeding with theses

challenges.

1. Address Issues - I've pointed out a few Issues which need to be
addressed In the context of each site. In addition,, you nmay
have Identified additional areas of concern.

2. Previous Plan - It Is Important to find the previous consul-
tants' visitor development plans for the facilities analyzed at
that time. These plans may provide many answers to questions
regarding Improvements and costs.

3. Other States - There are several other states who have built
fish hatcheries and Incorporated visitor flow Into their
facilities (Oregon and Washington 1n particular). A review of
thafrwortewomld be worthwhile.

[ ] «* e
From thes”steps* yotrcan formulate plans unique to each site which
can be Implemented sooe. Focus must be kept on the main objective,
which -1st to- generate* revenue through program receipts. Program re-
ceipts can'trbr generated without some site Improvements. Once site
Improvements are made and a little marketing Is done, program receipts
should Increase, therefore accomplishing the main objective.

MBK/cw6947¢
1788a
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Appendix B.

ENHANCEMENT FUNDING WORK GROUP

Allee, Brian - ADF&G, Juneau.

Amend, Don, - Southern Southeast Regional Aquaculture
Association, Ketchikan.

Blake, Bob - United Fishermen of Alaska, Cordova.

Bruce, Geron - United SE Alaska Gillnetters, Juneau.

Burkett, Bob - ADF&G, Juneau.

Cole, Bob - Representative Peter Goll"s Office, Juneau.

Daisy, Dave - ADF&G, Anchorage.

Esquiro, Pete - Northern Southeast Regional Aquaculture
Association, Sitka.

Good, Gale - Alaska Trollers Association, Juneau.

Graham, Kate - United Fishermen of Alaska, Juneau.

Hartman, Jeff - ADF&G, Juneau.

Heinkel, Harold - ADF&G, Juneau.

Holm, Oliver - Kodiak Regional Aquaculture Association, Kodiak.
Kron, Tom - ADF&G, Juneau.

Madden, Jerry - ADF&G, Juneau.

Massey, David - DCED, Juneau.

Mears, Tom - Cook Inlet Agquaculture Association, Soldotna.
Muse, Ben - CFEC, Juneau.

Pierce, Brad - House Research Agency, Juneau.

Schelle, Kurt - CFEC, Juneau.
Sele, Brad - ADF&G, Juneau.

Sommerville, Ron - Territorial Sportsmen, Juneau.

Suzumoto, Bruce - Prince William Sound Aquaculture Corporation,
Cordova.

Troxell, Nick - Kodiak Regional Aquaculture Association, Kodiak.

Wright, Tom - Representative Swackhammer*s Office, Soldotna.
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Appendix C.

FRED DIVISION MEETINGS WITH CONSTITUENCY GROUPS

The following meetings with the listed parties were held during
1987 by Dr. Brian Allee, FRED Division Director, and/or FRED
staff to discuss legislative intent on FRED funding.

April 10 Southern Southeast Regional Aquaculture
Association (SSRAA) Board of Directors, Ketchikan,
Alaska

May 7 Kodiak Public Meetings, Kodiak, Alaska

May 15 Kodiak Regional Aquaculture Association (KRAA)

Board of Directors, Kodiak, Alaska

May 16 Cook Inlet Regional Aquaculture Association (CIAA)
Board of Directors, Soldotna, Alaska

June 6 Prince William Sound Aquaculture Corporation
(PWSAC) Board of Directors, Cordova

August 30 - Interagency Enhancement Funding Meeting, Juneau,
Alaska
September 15/16 Interagency/Fisherman Organizations
Enhancement Funding Meeting, Juneau,
Alaska
October 2 - SSRAA Board of Directors, Ketchikan, Alaska
October 12 Northern Southeast Regional Aquaculture

Association (NSRAA) Executive Committee,
Sitka, Alaska

October 13 Prince William Sound Regional Planning Team,
Cordova, Alaska

October 14 PWSAC Executive Committee, Cordova, Alaska

October 15 KRAA Board of Directors, Kodiak, Alaska

October 15 Kodiak Regional Planning Team, Kodiak, Alaska

October 16 Cook Inlet Regional Planning Team, Soldotna,
Alaska

October 17 CIAA Board of Directors, Soldotna, Alaska

October 20 Northern Southeast Regional Planning Teanm,

Juneau, Alaska

October 21 Southeast Gillnetters Federation, Juneau,
Alaska
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October

October

October

October

November
December

December

December

23

28

29

13

2

8

Southern Southeast Regional Planning Teanm,
Ketchikan, Alaska

United Fishermen of Alaska, Anchorage, Alaska

Southeast Seiners Association, Seattle,
Washington

Southeast Alaska Gillnetters, Seattle,
Washington

NSRAA Board of Directors, Petersburg, Alaska
Enhancement Work Group, Juneau, Alaska
Bristol Bay Regional Planning Team and
Bristol Bay Aquaculture Association, Public

Meeting, Anchorage, Alaska

Public Meeting, Juneau Alaska
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Appendix D

MEMORANDUM State of Alaska

TO Bev Reaume date December 12. 1987
Director
Division of Administration file no
h TELEPHONE NO 465-41S0
FROM Brian J . Allee & - subject Compliance With
Director Legislative Intent

Division of FREDA

@001 IR 5%5)

IT 1S THE |INTENT OF THE LEGISLATURE THAT THE FISHERIES
REHABILITATION AND ENHANCEMENT DIVISION, USING UP TO
$150,000 IN INTERAGENCY RECEIPTS, WILL WORK WITH THE
DEPARTMENT OF CORRECTIONS TO DEVELOP A CORRECTIONAL
INDUSTRIES PROGRAM AT DIVISION HATCHERIES. THE DIVISION
SHALL ENTER INTO A COOPERATIVE AGREE* oNT WITH CORRECTIONAL
INDUSTRIES FOR THE USE OF INMATES FOR ON SITE NON-SKILLET
LABOR AND FOR THE PROCESSING OF NON-SALEABLE EXCESS FISH"
FOR ANIMAL FOOD AND INDUSTRIAL PRODUCTS. A REPORT ON THIS
PROGRAM SHALL BE SUBMITTED TO THE T7GISLATURE ON THE TENTH
DAY OF THE 1988 SESSION.

Inmate Work Program: The division entered into the
agreement with the Department of Corrections to use
minimum security inmates for on-site, non-skilled labor.
A total of 12-14 inmates were 1involved 1in work at five
separate sites.

Cgrresftiong Processing of Unsalable. Excess Fish: An
agreement to supply food-quality salmon to the Department
of Corrections did not materialize since it was primarily
based on the harvest of sockeye salmon returning to
Tustumena Lake. Unfortunately, the concept of state-
sponsored coat recovery mat with strong opposition from
the Cook Inlet fishing industry. FRED Division did supply
Corrections with good quality sockeye and coho salmon
broodstock carcasses for experimenting with alternate food
products. A total of $50,000 was transferred from the
Department of Corrections to FRED Division to compensate
for joint-venture activities.

IT IS THE INTENT OF THE LEGISLATURE THAT THE DEPARTMENT,
THE GOVERNOR®"S OFFICE, THE AQUACULTURE ASSOCIATIONS,THE
PUBLIC, AND FISHERMAN®S GROUPS MEET TO DEVELOP INNOVATIVE
POLICIES FOR THE GENERATION OF REVENUES TO OFFSET THE
DECREASING AVAILABILITY OF GENERAL FUNDS. THE DEPARTMENT
SHALL REPORT ITS RECOMMENDATIONS TO THE LEGISLATURE BY THE
TENTH DAY OF THE 1988 SESSION.

An interagency technical work group has been formed to

address directly the 1issue of decreasing revenues. All
parties listed in the intent were invited to participate.
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Bev Reaume 2 December 11, 1987

The technical work group held two meetings to develop
revenue alternatives. These alternatives were reviewed by
the expanded group, including aquaculture associations and
fishery user group representatives. Presentations were
made to user group and aquaculture association board
meetings and to regional planning teams. All participants
reached consens® 1 on content of an outline for preparing a
report. The outline was the topic of two scheduled,
advertised, and centrally located public discussions.

3. THE BUDGETED HIDDEN FALLS NET BARRIER CONTRACT REIMBURSE —
MENT FEES ARE INTENDED FOR USE AT THE HIDDEN FALLS
HATCHERY.

< Under a cooperative agreement with the department, two
southeast Alaska seine boat user group associations
harvested $95,469.90 worth of chum salmon. This amount
was dedicated to operating the barrier net.

4. IT IS THE INTENT OF THE LEGISLATURE THAT THE DIVISION WILL
WORK WITH THE DEPARTMENT OF COMMERCE, DIVISION OF TOURISM,™*
TO PROMOTE TOURS OF FRED DIVISION HATCHERIES, AND THAT
FEES WILL BE CHARGED FOR SUCH TOURS.

< Because the budget cycle begins essentially during ths
peak of the tourist season in Alaska, FRED Division was
not able to organize and implement formal tour projects at
hatchery facilities in the region during the first half of
FY 88. FRED Division staff are currently working with the
Division of Tourism to determine which hatcheries can
accommodate tourist viewing systems and what fees are
reasonable.

5. IT 1S THE INTENT OF THE LEGISLATURE THAT THE PROGRAM
RECEIPTS REQUIRED OF THE DEPARTMENT SHALL INCLUDE BUT NOT
BE LIMITED TO FUNDS DERIVED FROM THE FOLLOWING SOURCES:
EGG SALES, HATCHERY TOURS, RENT RECEIPT S AND RAINBOW TROUT
FINGERLING SALES. THE DEPARTMENT SHALL WORK TO DEVELOP
AND EXPAND THESE REVENUE-PRODUCING ACTIVITIES.

< Eger Sales: Eggs were sold from three hatcheries and will
have generated $63,202.75 when all funds have been
received.
Hatchery Tours: Tours of two hatcheries will have

generated approximately $37,000 in donations or fees.

Rent Receipts: The FRED hatchery rental program 1is being
operated in-house, and all receipts will be used to offset
general funds to support the program.
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Trout Fingerlings: All rainbow trout fingerlings are
produced at FRED facilities supported by federal funding
and cannot be marketed.

Carcass Sales: Carcasses were sold from five hatcheries.
Income from carcass sales was approximately $80,000.

6. IT 1S THE INTENT OF THE LEGISLATURE THAT THE DIVISION
ENTER INTO AGREEMENTS WITH COOK INLET AQUACULTURE ASSOCIA—
TION, THE PRINCE WILLIAM SOUND AQUACULTURE ASSOCIATION,
AND THE KODIAK REGIONAL AQUACULTURE ASSOCIATION TO PROVIDE
ASSISTANCE IN THE OPERATION OF TUTKA BAY, CANNERY CREEK,
AND KITOlI BAY HATCHERIES, RESPECTIVELY, ON A COOPERATIVE
BASIS. A REPORT OF THIS EFFORT WILL BE PROVIDED TO THE
LEGISLATURE BY THE TENTH DAY OF THE 1988 SESSION.

< Agreements were formalized with the three associations.
Cooperative operations occurred at Kitoi and Cannery Creek
Hatcheries allowing both to continue operating in spite of
General Fund shortfalls, and each being filled to the
maximum with eggs for FY 88. The Legislature determined™,
to fund Tutka fully, so Cook Inlet Aquaculture Association"*
did not participate.

7. IT 1S THE INTENT OF THE LEGISLATURE THAT THE REVENUE
PRODUCING ACTIVITIES ONGOING AT TUTKA, KITOI, AND CANNERY
CREEK WILL BE EVALUATED AS MODELS FOR ADDITIONAL REVENUE
GENERATING ACTIVITIES WITH THE INTENT OF MAINTAINING THE
STATE"S CONTINUING OWNERSHIP, MANAGEMENT AND OPERATION OF
F.R.E.D. DIVISION HATCHERIES. A REPORT WILL BE SUBMITTED
TO THE LEGISLATURE BY THE TENTH DAY OF THE 1988 SESSION.

< Through experience with Kitoi and Cannery Creek, the
division has determined it <can enter into long-term
contracts with regional aquaculture associations to

operate these hatcheries. Also under consideration 1is
contracting-out operation for partial operation of Hidden
Falls and Trail LaAJ% Hatcheries. Ownership would remain
with the state, * major goals and objectives of the

operations would be arrived at jointly through a manage—
ment planning process approved by the Commissioner of the
Department- of Fish and Game. The specific terms of the
contracts are still to be negotiated.

8. IT IS THE INTENT OF THE LEGISLATURE THAT THE DIVISION WILL
INCREASE ITS ACTIVITIES ASSOCIATED WITH MAINTENANCE OF
NATURAL FISH KoNS AND WILL WORK WITH THE SPORTFISH,
COMMERCIAL FISH, AND HABITAT DIVISIONS TO IDENTIFY NEEDS
AND DEVELOP PROJECTS.

< The fishery division directors have scheduled a series of

meetings to jointly review the fishery program of the
three divisions and to examine areas where coordination
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Bev,

December 11, 1987

can be improved and conflict or duplication eliminated.
These meetings include presentations on ongoing projects
and proposed changes, discussion of issues and differ—
ences, and examination of future joint efforts to address

fishery unit needs.

I hope this meets the needs for your coordinated response.

If you have questions, contact me or Jerry Madden.

CC:

Jerry Madden
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HOUSE LABOR AND COMMERCE COMMITTEE
ALASKA STATE LEGISLATURE P.0. BOX Y, JUNEAU 99%11

1907) 465-3892

February 25, 1988

MFMORANDUM

To: Representative Sam Cotten, Co-Chair
Representative Adel he id Herrmann, Co-Chair
House Resources Committee

From: Representative Dave Donley, Chair 0
House Labor and Commerce Committee /6

Re: HB 454 - Operation of state hatcheries

On Tuesday, February 23, the House Labor and Commerce passed out a
committee substitute for HB 454, relating to the operation of state
hatcheries. The measure is now before the House Resources Committee.

HB 454 authorizes the state to contract out the operation of state owned
hatcheries to regional non-profit associations. As explained to our
Committee, there are currently four hatcheries whose operating costs are
not included in the FY 89 budget. Without passage of HB 454 and the
opportunity for contracting with private non-profits, we were told that
these hatcheries would be closed, resulting in the loss of the facility
to the state and loss of jobs currently held by state employees who work
for the hatcheries.

The House Labor and Commerce Committee responded to the urgency of the
issue by passing out HB 454 so that it could be considered by the
Resources Committee in a timely manner. However, we did so with extreme
reservations about the question of "privatization"” of state facilities
and the effect on current state employees.

A representative from the APEA offered an amendment to HB 454 that would
have required private non-profits to give a hiring preference to state
employees displaced by the transfer of the operation of a state-operated
facility to the private sector. Our Committee chose not to adopt the
proposed amendment because of significant legal questions over
imposition of a hiring preference on private non-profits and the sense
of urgency described above.

Therefore, 1 am submitting this letter at the request of the Committee
so that the record is clear that we do not endorse the wholesale
"privatization" of state facilities without clear statutory guidelines
that include protection for current public employees.

To further complicate matters, the Senate version of HB J54 (S3 410) was
before the Senate today, held over from the February 24 calendar because

<S>



of debate over the question of requiring a hiring preference for
displaced workers. SB 410 passed unanimously without amendment but with
a Letter of Intent offered by senators Eliason and Duncan that addresses
the issue of displaced workers. We understand that the APEA
representative has withdrawn their request for the hiring preference
amendment in lieu of the Senate Letter of Intent.

SB 410 should come to the House early next week and will be referred
directly to the House Resources Committee. The House Labor and Commerce
Committee urges the House Resources Committee to adopt the Senate Letter
of Intent with the additional language (as per attached) directing the
Department to retain displaced workers for deployment in other
hatcheries.



LETTER OF INTENT FOR CS SB 410 (Resources)
Offered by Senator Eliason and Duncan

It is the iIntent of the Legislature to encourage any entity which enters
into a contract with the state to operatte a state hatchery, to hire the
employees who were laid off from the hatchery as a result of assumption
of operation by the contractor. Those state employees not hired by the
new operator should be retained by the Department and redeployed to
provide better management of our renewable fisheries resources.



- (0 HOUSE COMMITTEE REPORT

Date referred: 2/10/88 FURTHER REFERRALS: Resources
DATE:
The Labor & Commerce Committee has considered HB 454

"An Act relating to the operation of state hatcheries; and providing for an
effective date."

RECOMMENDS : \
[ replace withGS } jOH S M LA( EX"] the same title

[ 1 attached amendment(s) [ 1 a new title
do pass
do not pass
no recommendation
individual recommendations

additional referral to the Committee

ADOPTS: [ 1] letter of intent

ATTACHES NEW FISCAL NOTE(s):

[ 3 fiscal impact [ 3 same as previous fiscal note
zero fiscal note published
t 3 zero with analysis [ 3 same as previous zero fiscal

note published -
SIGNING DO PASS: SIGNING OTHER RECOMMENDATIONS:

i -
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REQUEST: FISCAL NOTE

Revision Dale:  1/22/88. Agency Affected:  Fish and Game
Till" : An_Act relating to the BRU ¢ FRED

operation of state hatcheries

Sponsor:  Eliason Components :.

Requestor: Eliason

EXPENDITURES/REVENUES:  (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90 FY 91 FY 92 FY 93

PERSONAL SERVICES 0 0 0 0 0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES

GRANTS. CLAIMS

MISCELLANEOQOUS

TOTAL OPERATING 0 0 0 0 0 0
CAPITAL 0 N ). 0 0 0
REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS
OTHER

TOTAL o f| 2 -J2
POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS . (Attach a separate page if necessary)

Prepared by: Phone:  465-4160
Division : _ Date: 2/22/88
Approved by Commissioner oV Lt Date

Agency: Fish and Game

Distribution (b}é_preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies) page, of
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|907] ADOS-302A

P 0 Boa 920
CFKA.ALASKA 99835 1907) A0S-3720

“1907) 747-QA50

RULES COrvfs/UTTEE
LEGISLATIVE COUNCIL

limtHe of SkprEfientatiuea
SPEAKER OF THE HOUSE
MEMORANDUM
To: Rep. Dave Donley
Chairman

House Labor & Commerce Committee

From: Rep%}pen Grussendorf
Speaker of the House

Date: February 22, 1988

Subject:  Proposed committee substitute for House Bill 454
"An Act relating to the operation of state hatcheries."

Attached to this memorandum is a proposed substitute for House Bill
454, a measure authorizing the Commissioner of Fish & Game to
contract for the operation of state-owned hatcheries that the
department has determined it can no longer operate. The hill
provides that the aquaculture association located in the same region
as an affected hatchery will be given a preference right in the
operator selection process. Should a regional aquaculture association
be unable to meet the criteria established by Fish & Game, the
department would then select an operator through the procurement
process provided for in AS 36.30.

The proposed substitute for House Bill 454 differs only slightly from
the original. The substitute allows the Commissioner of Fish & Game
to waive the submission of an application for a peimit to operate a
hatchery. This lengthy permit process is normally required prior to
the opening of a new hatchery, a situation not cortemplated by this
legislation. The substitute bill also deleted the word " ransfer" from
section one, and instead uses the phrase "provide for" the operation
of the hatchery. This change clarifies the fact that the State of Alaska



retains all owner 'p rights in the hatchery, as well as the right to
manage the resou e.

House Bill 454 and Senate Bill 410 are an appropriate response by
the Department of Fish & Game to intent language placed in the FY
1988 budget that required the department to develop ways to
relieve the burden on the general fund caused by state hatchery
operation. If the Legislature enacts either bill in short order, the
Department of Fish & Game will have enough time to contract for the
operation of some hatcheries prior to the start of Fiscal Year 1989,
and more importantly before the Spring salmon runs. With the
provisions in the legislation which allow operating cost recovery
through the limited harvest of excess salmon, at least some of the
new operators will be able to begin operation with no impact on the
general fund in FY 89.

| hope the House Labor & Commerce Committee will consider this
proposed substitute for adoption and will act on the legislation in an
expeditious manner.
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Original sponsors: Grussendorf and Sund

- IN THE HOUSE
. CS FOR HOUSE BILL NO. 454 ( )
3 IN THE LEGISLATURE OF THE STATE OF ALASKA
4 FIFTEENTH LEGISLATURE - SECOND SESSION
5
A BILL

For an Act entitled: "An Act relating to the operation of state hatcher—
! ies; and providing for an effective date."
b BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
? * Section 1. AS 16.10 is amended by adding a new section to article 8
10 to read:
i Sec. 16.10.480. CONTRACTS FOR THE OPERATION OF STATE HATCHERIES,
1 (a) If the department determines that it 1is unable to continue op-—
B erating a state-owned hatchery or that it is 1in the best interest of
# the state to provide for the operation of the hatchery by another
b person or by another person 1in cooperation with the state, the depart—
16 ment may enter into a contract for the operation or cooperative opera—
. tion of the hatchery.
. (b) Notwithstanding AS 36.30, when selecting a contractor under
v (a) of this section, the department shall give a preference to the
2 regional association organized under AS 16.10.380 that 1is located in
z the region in which the hatchery 1is located. If the department deter—
22 mines that the preferred regional association does not meet the crite—
2 ria established by the department for the contract, the department may
. not award the contract to the preferred regional association and shall
= procure the contract under AS 36.30 after considering the recommenda-—
2 tions of the preferred regional association.
2! (c) A contract entered into under this section must provide that
2 the hatchery will be operated under AS 16.10.400 - 16.10.445 and
29

16.10.460 - 16.10.470 and the regulations adopted under those

-1- CSHB 454( )
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sections.

(d) The department may 1issue to a contractor who operates a
hatchery under this section a permit to harvest adult salmon during
the term of the contract in a quantity sufficient to allow the con-—
tractor to recover all or part of the contractor®s costs of operating
the hatchery.

(e) A contract under this section for the operation of a
hatchery may not affect the state®s ownership of the hatchery and does
not affect the state®"s responsibility to manage the resource.

* Sec. 2. AS 16.10.400(a) 1is amended to read:

(a) The commissioner or a designee may 1issue a permit, subject
to the restrictions imposed by statute or regulation under AS 16.-
10.400 - 16.10.470, to a nonprofit ~corporation organized under
AS 10.20, after the permit application has been reviewed by the re—
gional planning team, for

(1) the construction and operation of a salmon hatcheryj_
(2) the operation of a hatchery under AS 16.10.480.
* Sec. 3. AS 16.10.400(b) 1is amended to read:

(b) The application for a permit under this section shall be on
a form prescribed by the department and be accompanied by an applica—
tion fee of $100. The commissioner may waive the submission of an
application for a permit to operate a hatchery under AS 16.10.480.

* Sec. 4. AS 16.10.400(e) 1is amended to read:

(¢) A qualified regional association formed under AS 16.10.380,
if it has become a nonprofit corporation under AS 10.20, has a prefer—
ence right to a permit under (a)(l) of this section if its proposed
hatchery 1is provided for in the comprehensive plan for that region
developed under AS 16.10.375 and the fresh water source exceeds one
cubic foot per second minimum Fflow. Another [ANY OTHER] local

CSHB 454( ) -2-
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nonprofit hatchery corporation approved by a qualified regional asso—
ciation has an 1identical preference right.
* Sec. 5. AS 16.10.410(c) 1is repealed and reenacted to read:

(c) The hearing shall be conducted by the department. At a
hearing for a permit under AS 16.10.400(a)(l1), the applicant shall
present a plan for the proposed hatchery, describing the capacity of
the hatchery and other relevant facts that may be of interest to the
department or the public. Interested members of the public shall be
afforded an opportunity to be heard.

* Sec. 6. AS 16.10.450 1is amended to read:

Sec. 16.10.450. SALE OF SALMON ANDSALMON EGGS BY HATCHERY.
(a) Except as otherwise provided in a contract for the operation of a
hatchery under AS 16.10.480, a [A] hatchery operator who sells salmon
returning®"from the natural waters of the state, or sells salmon eggs
to another hatchery operating under AS 16.10.400 - 16.10.470, after
utilizing the funds for reasonable operating costs, including debt
retirement, expanding 1its TfTacilities, salmon rehabilitation projects,
fisheries research, or [FOR] costs of operating th» qualified regional
association for the area 1in which the hatchery 1is located, shall
expend the remaining funds on other fisheries activities of the qual—
ified regional association.

(b) Fish returning to hatcheries and sold for human consumpti
shall be of comparable quality to fish harvested by commercial fisher—
ies in the area [,] and shall be sold at prices commensurate with the
current market.

* Sec. 7. This Act takes effect immediately under AS 01.10.070(c).

-3- CSHB 454( )



The five incubation boxes at 3! Mile Creek on the
Klehini River have a capacity of 850,000 chum
eggs. Egg to fry survival in 1986-87 was 95 per-
cent.

NSRAA Projects
Project Projected Returns
at Capacity
Medvejie Hatchery ...
90,000 chum
Deep Inlet Release Site.............
CohoLake Rearing....eens
Takatz Bay Release Site*.........
Haines Spawning Channel.........
Haines Incubation Boxes..........
Port Camden Incubation Boxes ......... 100,000 chum
Slippery Creek Stocking*...........
St. John Creek Stocking™..ooeee ......... coho unknown
Redoubt Lake Incubation.......... .. sockeye unknown
Karl West COVe™ ..
16,000 coho
240,000 chum

sCooperative Projects

Photo by Hans Wienberg

Swiverattosantt .

NSRAA

103 Monastery Street
Sitka, Alaska 99835
(907)747-6850



Northern Southeast Regional Adquaculture Association
(NSRAA) is a private non-profit cooperative established to
increase salmon returns to benefit commercial and other
users. NSRAA was established through an election of limited
entry salmon permit holders where the majority voted in
favor of establishing the Association and taxing themselves 3
percent of their gross landings to support the organization.
All limited entry permit holders in Southeast Alaska are
members of NSRAA. Revenues collected through the
enhancement tax are passed from the State to NSRAA.

NSRAA has a mix of enhancement projects designed to aid
the gillnet, seine and troll fisheries of Northern Southeast
Alaska (Petersburg north to Haines). These projects include
the Medvejie Hatchery near Sitka, the coho lake rearing
program, the Takatz remote release project, the spawning
channel near Haines, and remote incubation boxes near
Haines and Port Camden. In 1987, NSRAA participated in the
release of over 50 million fry and smolls.

Medvejie Central Incubation Facility near Sitka
has a capacity for 825000 chinook smolts;
1,280,000 coho fry for the lake rearing program
and 28,000,000 chum eggs.

The coho lake rearing program stocks coho fry in
barriered lakes not otherwise accessible to
anadromous fish. After rearing in the lakes for a
year, the smolts migrate to sea, and in another
year return for fishermen to catch.

The enhancementJ)ro#'ects undertaken by NSRAA are ap-
proved by a Board of Directors composed of commercial
fishermen and other salmon user groups. User group
representatives are appointed, while commercial fishermen
(who compose a majority of the Board) are nominated and
elected by limited entry permit holders. Funding for these
projects comes from the enhancement tax, hatchery loans
and from cost recovery. The State makes loan funds
available to private non-profit hatcheries for hatchery
construction and operation. Cost recovery involves the sale
of a portion of the returning fish that enter a special harvest
area near the release site. Cost recovery allows loan payback
and the continuation of the project on a self-supporting basis.

All of NSRAA's activities are reviewed and approved by the
Alaska Department of Fish & Game (ADF&G). As with all
enhancement activities in the state, NSRAA works to find
projects that are compatible with the continued health of wild
stocks. Many projects are undertaken in cooperation with
ADF&G, the U.S. Forest Service, and Southern Southeast
Regional Aquaculture Association.

NSRAA's main office is located at 103 Monastery Street in
Sitka. If you have questions about any of our activities,
please contact us. Our phone number is (907) 747-6850.

Ailen Edsall, a fish culturist for the Northern
Southeast Regional Agquaculture Association,
feeds chum fry shortly before their release last
May from Deep Inlet. Photo by Bruce Bachen.

The Haines Spawning Channel, located on a
small tributary of the Chiikal River, near Mile 24
of the Haines Highway, provides ideal spawning
habitat for chum salmon. In 1987 the first return
to the channel showed 5,000 chums spawning
there, compared to 1,500 in previous years.
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MEMORANDUM February 22, 1988

SUBJECT: Sectional analysis of p "oposed
CSSB 410 (Resources)
(version 5-1821 L)

T0: Senator Dick Eliason

FROM: Theresa L, Bannister
Legislative Counsel

You have requested a sectional analysis of the above de—
scribed bill.

As a preliminary matter, note that a sectional analysis or
summary of a bill should not be considered an authoritative
interpretation of the bill and the bill itself is the best
statement of its contents.

Section 1. Sec. 16.10.480(a) authorizes the Department of
Fish and Game under certain circumstances to contract with
another person for the person to operate a state owned
hatchery or for the person to operate the hatchery coopera—
tively with the state.

Sec. 16.10.480(b) requires the department, when selecting a
contractor to operate a state-owned hatchery, to give a
preference to the regional association organized under

AS 16.10.380 that is located in the region of the hatchery.
Directs the department not to contract with the preferred
regional association if it determines that the association
doesn @ meet its criteria, and in that case, to procure the
contract under AS 36.30 after considering the association®s
recommendations.

Sec. 16.10.480(c) requires that the operation contract pro—
vide that the hatchery will be operated in accordance with
certain statutes and regulations.



Senator Dick Eliason
Page 2
February 22, 1988

Sec. 16.10.480(d) allows the department to issue to the con-—
tractor during the contract an adult salmon harvest permit
that will be sufficient to allow the contractor to recover
all or part of its hatchery operating costs.

Sec. 16.10.480(e) prohibits a contract for the operation of
state-owned hatchery from affecting the state"s ownership of
the hatchery. Declares that the contract does not affect
the state"s responsibility to manage the resource.

Section 2 allows the commissioner of the department to 1issue
a permit-subject to certain restrictions for the operation
of a hatchery under sec. 16.10.480.

Section 3 allows the commissioner to waive the submission of
an application for a permit to operate a hatchery under
AS 16.10.480.

Section 4 clarifies that the subsection does not apply to a
permit to operate a hatchery under AS 16.10.480.

Section 5 clarifies that an applicant for a permit to oper—
ate a state-owned hatchery under AS 16.10.480 does not have
to provide certain information about the hatchery at the

hearing for the permit.

Section 6 exempts the operator of a state-owned hatchery
under sec. 16.10.480 from the sale requirements of the sub-—
section to the extent that the operation contract provides
differently than the section.

Section 7 provides the bill with an immediate effective
date.
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HIDDEN FALLS Operated by State on $1.4 million

KITOlI BAY S FVBS > General Funds and $0.5 million in
CAN"ERY CREEK other funds. Level of operation
TRAIL LAKES not optimal.

M

Operated by State at optimal levels
g; on $2.4 million in General Funds

V n

State not operating but reprogramming $1.4 million in General
Funds into areas of deficiency iIn program.
Snettisham chum salmon increase -$271.2
Statewide Sockeye -$351.4
Snettisham Sockeye CIF
Gulkana Expansion
Main Bay Hatchery Sockeye -$151.5
Russell Creek Hatchery -$293.7
Crooked Creek Hatchery replace -$194.1
Interagency funding
Tutka Hatchery Program -$ 90.0



Fish and Game reconsiders sole-source hatchery contract

By kirk McAllister
tmiaiw iijnmm

The Office of lhe Ombudsmm hoi ihorply crtticlied
the Alaska Deportment of Fish and Gome for trying to
award a sole-source contract to an aquaculture group
that wanta to manage a itite-owned llah hatchery on
Baranof Island

Fish and Game wanted to ‘ransfer management of the
Hidden Falla Hatchery to the Sitka haaed Northern
Southeast Regional Aquaculture Association aa part ofan
effort to cut the cost of the statewide hatchery program.

But the ombudsman’s concern about running afoul of
the new state procurement code caused Fish and Game
to reconsider the sole-source contract, laid Brian Allee,
director of the Division of Fisheries Rehabilitation En-

hancement and Development.

The department will now put the management of Hid-
den Falli out to competitive bid, along with three other
hatcheries In Prince William Sound. Kodiak Island and
Cook Inlet. Contracts are expected to be (Inal by July 1

“"There's a Binding crisis In ocean ranching and turn-
ing over lhe management of these four facilities Is a re-
sponse to that,” Allee said. "Our thinking was (hat the
aquaculture associations have the financial wherewithal
and expertise to operate these hatcheries.”

Hidden Falls, which raises mainly chum salmon for
the commercial seine fishery, Is widely considered one of
(he best hatcheries In the stale's system, which Includes
19 hatcheries. 23 fish ladders, two spawning channela and
four laboratories. Alaska's salmon hatchery ayslem la

the largest In North America and ona of the moat techno-
logically advanced In the world.

‘m in 1997, atata hatcheries produced-aUut | million
sabnon, while the private non-profit hatdienei contribut-
ed about 19 million fish, according toa FRED dlvlilon re-
port. But the division has suffered a 30 percent funding
cutiince 1995,

‘The Alaska salmon ocean ranching program hu
generated (73 million and 2,000 Jobs so It Ij also an eco-
nomic development program,” Allee said. "U'l been a
btdoglcal and economic success to we're doing what we
can to keep It going.”

Since 1984, Hidden Falls has produced more than
300,000 chum salmon per year, worth about 92.5 million to
the commercial seine fleet, which harvests most of the

fish. Hidden Falls was built In 1979 and began operating
In 1971. The U million Initial construction cost was fund
ed by a statewide bond Issue.

When the ombudsman reviewed Fish and Game's jus
lincatlons for asking for a sole-source contrail, the legls
Isllve watchdog agency didn't buy off on the depart
ment'i reasoning

... It Is doubtful that the Northern Southeast Itefiion
a] Aquaculture Association Is the only orgaminlinn with
the expertise and knowledge to operate the Hidden Falls
Hatchery,” wrote Acting Ombudsman Bruce Aronson in
a letter to Fish and Game commissioner Don Collin*
worth. "Circumventing lhe procedures for solu iiing a
professional services contract by requesting an exi-nin

PIm h (urn lo Pay* 8

Hw*aiChe ryl H Continued from Pag* 1

tlon from Alaska Statutes not only leaves your depart-
ment open to Jusl criticism but also possible successful
legal action.”

In his letter 10 Collinsworth, Aronson suggested that
the commissioner "... take a long pause before proceed-
ing with negotiations on this contract.” Aronson also said
the ombudsman may consider at a later date "Investigat-
ing the significant Issues raised by the complainant.”

The ombudsman's letter was prompted following a
complaint from Dale Young, who Is no stranger lo the
hatchery business, having served as Southeast regional
hatchery manager for Fish and Game from 1975-92.

"We're not trying lo stir up trouble, we Just want the
state lo follow the rules,” said Young, who along with
some partners Is trying to develop a hatchery-salmon
f8rm at Baranof Warm Springs

Jim Cochran, who has served as the hatchery manag-*
er of Hidden Falls since It first opened, said the facility
has four full-time, eight seasonal and two support work-
ers who could lose their Jobs If the state transfers man-
agement of the haichery He said that doesn't seem fair
to him since their apparent reward for making Hidden
Falls the state's top hatchery is lo lose their Jobs

“1t may or may not be a good management decision to;
contract the management of the hatchery, but what con- «
cerhs me more than anything is that | can't (Ind any jus-*
tiflcatlon for putting 14 employees out of work,"” Cochran
said.

Cochran and Young have discussed submitting a bid
for managing Hidden Falls, which Is now possible since r
the bids will now be open to anyone. *

Meanwhile, the change of heart by Fish and Game has"
left some confusion with NSRAA, which had been negoll-.
oling Tor months on a contract for managing Hidden*
Falls

Pete Esqulro, general manager of lhe aquaculture as-
sociation, said NSRAA would continue lo pursue the Hid-
den Falls contract and planned lo submit a bid under the
new competitive process. Under their management plan,
some of the 14 current hatchery employees could Veep
their Jobs, he said.

Esqulro said his group was Interested In Hidden Falls
btcause of Its value to commercial fishermen, who con-
trol the board of the aquaculture association.

"An added benefit to this Is that If lhe state doesn't
nave to spend general fund money managing Hidden
Falls, It can Increase chum and sockeye production at
Snettisham lhaichery I. which would help lhe gillnet.
lleet," he said



THE PRIVATE NONPROFIT HATCHERY PROGRAM

Background

The 1974 Alaska State Legislature authorized the Commissioner of
ADF&G to issue permits to PNP corporations for the operation of

salmon hatcheries for ocean ranching. The intent of the progranm
was to allow private ownership of salmon hatcheries that would
contribute to the state's salmon fisheries. The cost of con—

structing and operating these hatcheries was to be derived from
the sale of a portion of the returning fish.

The PNP Program is administered by ADF&G, FRED Division, in
cooperation with the department®"s fisheries management divisions,
to carry out statutory and regulatory responsibilities pertaining
to public and private aquaculture in Alaska.

The PNP Program is responsible for:
< strategic salmon production planning;
< administration of the permitting process for PNP salmon
hatcheries, scientific/educational aquaculture pro—

grams, and private shellfish farms;

< development of annual operations management plans for
all public and private salmon hatcheries;

< administration and coordination of the statewide Tfish
transport permit system;

< coordination of technical assistance to PNP hatcheries;
and
0 coordinating the development of and ADF&G relations

with qualified regional aquaculture associations.

Regional Associations

The 1976 Alaska State Legislature authorized creation of regional
aquaculture associations by the Commissioner of ADF&G. Regional
associations are comprised of representatives of commercial
fishermen and other user groups in the region, including sport
fishermen, subsistence fishermen, and members of local communi —

ties. Seven regional associations have been formed:
1. Southern Southeast Regional Aquaculture Association
(SSRAA)
2. Northern Southeast Regional Aquaculture Association
(NSRAA)
3. Prince William Sound Aquaculture Corporation (PWSAC)
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4. Cook Inlet Aquaculture Association (CIAA)

5. Lower Yukon/Kuskokwim Regional Aquaculture Association
(LY/KRAA) *

6. Bristol Bay Regional Aquaculture Association (BBRAA)
7. Kodiak Regional Aquaculture Association (KRAA)

These associations cooperate with the department in developing
and maintaining regional salmon production plans and in the
implementation of various salmon rehabilitation and enhancement
activities.

Strategic Planning

The 1976 law authorized the Commissioner to designate regions of
the state for the purpose of enhancing salmon production. This
same law also established the formation of regional planning
teams (RPT) to develop regional salmon plans. Each RPT consists
of six voting members, with three department personnel appointed
by the. Commissioner and three appointed by the board of directors

of the appropriate regional aquaculture association. The duties
and responsibilities of the RPTs have been mandated in a formal
charter from the Commissioner. The responsibilities of the RPTs

in developing regional comprehensive salmon plans, 1including
provisions for public involvement in the planning process, are
described in regulations. The Commissioner may also request the
involvement of representatives of other federal and state
agencies.

The status of planning by region follows:
1. Southern Southeast

The southern Southeast regional plans have been approved,
and the team 1is in the plan-raaintenance process.

2. Northern Southeast

The northern Southeast regional plans have been approved,
and the team 1is in the plan-maintenance process.

3. Yakutat
No formal salmon planning activities have occurred in
Yakutat since the approval of the regional plan. The plan

has been accepted by the USFS as a basis for the development
of land management plans applicable to the region.

* Indicates inactive regional association
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4. Prince William Sound

The Prince William Sound regional plans have been approved.
The team has proceeded into the plan maintenance and updat—
ing process.

5. Cook Inlet

The planning team efforts in Cook Inlet are presently
directed toward watershed system planning, with a goal of
assessing the capacity of specific systems to sustain and
maintain significant, naturally occurring salmon stocks.
Watershed system planning also includes an identification of
opportunities for salmon enhancement techniques designed to
strengthen existing runs and create new runs. Provisions
for user-group access and harvest preferences are given
primary consideration in this planning process.

6. Kodiak

The Kodiak regional plans have been approved and the RPT has
proceeded into the plan-maintenance process.

7. Bristol Bay

The Bristol Bay RPT has completed the final draft of the
comprehensive salmon plan for Bristol Bay. The plan is
unique 1in that, unlike plans for other salmon production
regions in Alaska, it does not concentrate on fisheries
enhancement through such strategies as hatcheries; rather,
it emphasizes maintenance and restoration of fish habitat
and effective management practices.

8. Lower Yukon/Kuskokwim

No formal salmon planning activities an-, presently occurring
in the Lower Yukon/Kuskokwim region.

PNP Hatchery Funding

Since 1977, funding necessary for the implementation of salmon
rehabilitation and enha .cement activities by PNP corporatior s has
been obtained primarily through the Fisheries Enhancement Revolv—
ing Loan Fund administered by the Alaska Department of Commerce
and Economic Development (DCED). The loan program has gone
through several modifications by the Legislature, the most recent
occurring in 1987. The maximal loen amount available for an
individual project is $10 million, with a payback period of up to
30 years at approximately a 9.5% interest rate. Payments and
accrual of interest on these loans can be deferred for 6 to 10
years. Loans for projects not endorsed by the regional aquacul —
ture association may also have these terms, except that they are
limited to a maximum of $1 million. Loans are available for the
purpose of planning, construction, and operation of salmon rehab-
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ilitation and enhancement projects, primarily salmon hatcheries.
These loans are secured through collateral that may include
returning hatchery fish and assessments of commercial fishermen.

A cooperative agreement between ADF&G and DCED addresses an
interagency/review and coordination process regarding PNP
hatchery permit applications, the alteration of previously issued
PNP hatchery permits, loans related to PNP hatchery operations,
or other rehabilitation and enhancement activities.

Table 6 presents cumulative state loans secured by corporations
for capital construction and operations, cumulative enhancement
funds returned to the regional aquaculture associations, and
revenue generated during 1987 by corporate sales of returning
hatchery fish. Through July 1987, $54.5 million has been
borrowed by PNP corporations. Another $20.1 million has been
generated through assessments. In 1987, PNP operators sold Tfish
worth more than $6.5 trillion to recover the cost of building and
operating their hatcheries.

Program Implementation

The application procedures and standards for issuance of PNP
salmon hatchery permits are defined by regulations iisued in
1985.

These regulations require the completion of a management feasi—
bility analysis by ADF&G prior to the submission of a PNP
hatchery application. This analysis must be completed within 30
days after the applicant provides the information requested in

5 AAC 40.130 of the regulations. The application process takes
approximately 135 days and 1is designed to comply with the coastal
zone consistency review process established by the Governor's
Office of Management and Budget.

The appropriate RPT reviews each application and makes a recom—
mendation to the Commissioner on the application®s compatibility
with the regional comprehensive plan. The RPT uses review
criteria that are defined in the PNP regulations.

PNP permit holders may request alterations of their permits and
basic management plans, based on accumulated experience and
changing conditions. The RPT may review and make a recommend—
ation to the Commissioner on a permit alteration request. The
team"s review is conducted in accordance with performance
standards identified in the PNP regulations.

Since the inception of the PNP Program, 25 salmon hatchery
permits have been issued, and 33 applications have been either
denied or withdrawn. Eighteen of the permitted PNP hatcheries
are in operation and 15 had returns of adult salmon during 1987.
Currently, there are eight preliminary or Tfinal applications for
PNP hatchery permits under consideration. In addition, 31
scientific/educational permits for PNP research projects or
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school district aquaculture programs were issued in 1987 by the
Commissioner. These permits are administered by the PNP Program.

Regulations and application fcrms for shellfish farm permits are
in the final stage of development.

Locations of operational PNP programs and remote release sites
are illustrated in Figures 7, 8, and 9.

Hatchery Production

In 1987, PNP corporations estimated that 19.1 million adult
salmon originally released as juveniles from corporate facilities
were either harvested in common-property fisheries or returned to
hatchery special harvest areas (Table 7). In Prince William
Sound, returns to PNP hatcheries were estimated by the operators
to have contributed over 12.6 million pink salmon to the commer —
cial fishery. SSRAA estimates its hatcheries at Neets Bay and
Whitman Lake contributed over 280,000 chum, coho, and chinook
salmon to the common-property fisheries in Southeast.

Statewide production data since 1975 for combined species,
including adult returns and harvests, are presented in Table 8.
Preliminary estimates by the PNP corporations indicate that
common-property harvests of the 1987 return were over 13.4
million fish. This represents a 200% increase over 1986 1in
common-property harvests. Cumulative data for chum salmon
produced by PNP corporations since 1975 are presented in Table 9.
Similar data for sockeye, pink, coho, and chinook salmon are
presented in Tables 10, 11, 12, and 13, respectively.

Egg takes and fry or smolt stocking are regulated by ADF&G
through Tfish transport permits (FTP), which are administered by
the PNP Program. During 1987, fry and smolt releases increased
to 461 million juvenila fish, an increase of over 80 million (or
21%) from 1986 levels (Table 14). 1987 egg takes for PNP
hatcheries totaled over 868 million green eggs, up 346 million
(or 66%) from 1986 levels. The largest egg take of 1987 was at
Esther Lake Hatchery where over 314 million green pink, chum,
coho, chinook, and sockeye salmon eggs were taken for incubation
(Table 15). This was followed by the Valdez Fisheries Develop—
ment Association®s (VFDA) Solomon Gulch Hatchery with over

167 million pink, chum, and coho salmon eggs, and the PWSAC"s
Arrain F. Koemig Hatchery with over 125 million pink salmon eggs.
In southeast Alaska, the SSRAA took nearly 82 million eggs of all
five species for its three hatcheries, and DIPAC took nearly

62 million pink, chum, and coho salmon eggs for its three facili—

ties.

Significant progress was made in initiating hatchery-originated
sockeye salmon production from PNP hatcheries. Releases of
juvenile sockeye salmon totaled 750,000 in 1987. Sockeye salmon
egg takes totaled 1.3 million eggs, an increase of 270,000 over
1986 levels. Significant increases 1in pink, chum, and coho
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Kalinin Bay«
Sea Lion Covel

Gunnuk Creek

Meyers Chuck

Beaver Fall3
Whitman Lake

Nakat Inlet”

Figure 7. Locations of operational PNP hatcheries and remote
release sites in southeast Alaska.
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Locations of operational PNP hatcheries and remote release
sites in Prince William Sound.






salmon production also were made in 1987. Pink salmon egg takes
increased by 293 million or 90% over 1986 levels as the Esther
Lake, Solomon Gulch, and DIPAC facilities came up to capacity.
Chum salmon egg takes increased by 53 million, or 29%, over 1986
levels; coho salmon egg takes increased by nearly 1.0 million, or
11%, over 1986 levels. Chinook salmon egg takes decreased for
the first time in five years due to poor egg-take conditions in
southeast Alaska.

Many PNP hatcheries are currently in the process of broodstock
development and, consequently, have not reached their permitted
capacities. Permitted capacities for PNP hatcheries now total
over 1.26 billion eggs, an increase of over 129 million from 1986
levels (Table 16). Potential returns from statewide PNP hatch-—
ery-originated production at the 1.3 billion-egg level should
exceed 20 million adults, assuming FRED standard assumptions of
hatchery and marine survival. Exceptional marine survival,
similar to that experienced during recent years, could boost
adult production considerably over these estimates. Under the
existing permits, approximately 52% of hatchery capacity is
scheduled for pink salmon, 43% for chum salmon, and 5% for
sockeye, coho, and Chinook salmon.

For the 1988 season, projected returns to PNP facilities 1in
southeast Alaska are expected to include approximately 43,000
Chinook salmon, 240,000 coho salmon, 1,446,000 chum salmon, and
663,000 pink salmon, assuming standard survival conditions.
Returns to PNP facilities in Prince William Sound are projected
at 13,500,000 pink salmon, 343,000 chum salmon, and 14,500 coho
salmon for 1988.

Significant hatchery special harvests are expected at the Arrain
F. Koernig, Esther Lake, Solomon Gulch, Sheldon Jackson College,
Sheep Creek, Neets Bay, Port Armstrong, Burnett Inlet, and
Medvejie Creek Hatcheries. Common-property terminal harvests by
commercial gear groups are expected at the Neets Bay and Whitman
Lake (Nakat Inlet, Carroll Inlet, and Earl West Cove) Hatcheries.

Annual Management Plans

The PNP regulations require that ADF&G prepare, 1in conjunction
with PNP permit holders, an annual management plan (AMP) to guide
hatchery operations for the succeeding calendar year.

AMPs will be developed for each state and PNP hatchery facility
prior to the 1988 operating season. The AMPs will be reviewed by
both the department and the RPTs before final approval by the
Commissioner. The AMPs outline expected operational activities
at each facility, including wild and hatchery egg takes, proposed
fish and egg transports and releases, anticipated adult returns,
anticipated impacts on the management of mixed-stock Tfisheries,
and terminal-harvest management strategies. Also included are
anticipated facility broodstock requirements and, in the case of
PNP facilities, hatchery cost-recovery plans that identify legal
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