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LEGISLATIVE AFFAIRS AGENCY

M E ilORANUDUM February 22, 1988

SUBJECT: Sectional analysis of proposed
CSSb 410 (Resources)
(version 5-1821 L)

TO: Senator Dick Eliason
r
FROM: Theresa L. Bannister"”15
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 che 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®"t 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.
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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 i1ts 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 issue
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.

gection 7 provides the bill with an immediate effective
ate.
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Cowper authorized the filing of a lawsuit against the National Park
Service. At issue are regulations for the use and construction of
cabins and other structures within Alaskan national park units.
This lawsuit represents the first time that the State has brought
suit over any aspect of the implementation of ANILCA and clearly
signals a desire to protect the rights of Alaskan citizens® who own
and use cabins within the national park system in Alaska.

THE ROLE OF OMBUDSMAN

Another role which the Commission fulfills is that of ombudsman for
those citizens who may have a problem or complaint against a
federal agency. The Commission can act as an intermediary between
a citizen and a federal agency or manager and has, in many 1in—
stances, been able to help resolve problems. The Commission has
also helped agencies to avoid future problems by identifying
inconsistencies and potential conflicts during the preparation of
management plans.

Membership

The commission is composed of sixteen members, eight appointed by

the Governor, four by the President of the Senate, and four by the
Speaker of the House. Senators Fahrenkamp and Halford and Repre—
sentatives Wallis and Goll serve on the commission.

Conclusion

Reauthorization of the Commission will continue to provide the
citizens of Alaska with a strong advocate Tfor their right to
continue their customary and traditional uses of the federal lands
in Alaska and with a "watchdog" agency to guard against erosion of
those rights.

A fiscal note of $150.0 for FY 90 is attached. The commission
employs two fulltime employees.



THE PRIVATE NONPROFIT HATCHERY PROGRAM

Background

The 1974 Alaska State Legislature authorised 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 Tfish.

The PNP Program is administered by ADF&G, FRED Division, 1in
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 1is 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 systenm;

< 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 1in 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 is in the plan-raaintenance process.

2. Northern Southeast

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

3. Yakutat

No formal salmon planning activities have occurred 1in
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 1inactive 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. CQ.gK_JEni.et

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. ELr_Is_t ol _Bav

The Bristol Bay RPT has completed the final draft of the
comprehensive salmon plan for Bristol Bay. The plan is
unique in 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 are presently occurring
in the Lower Yukon/Kuskokwim region.

PNP Hatchery Funding

Since 1977, funding necessary for the implementation of salmon
rehabilitation and enhancement activities by PNP corporations 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 loan 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 fish
worth more than $6.5 million 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 issued 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 is 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 final 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 1issued in 1987 by the
Commissioner. These permits are administered by the PNP Program.

Regulations and application forms 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 comraon-property fisheries or returned to
hatchery special harvest c.reas (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 fish transport permits (FTP), which are administered by
the PNP Program. During 1987, fry and smolt releases increased
to 461 million juvenile 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
Armin F. Koernig 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, rn increase of 270,000 over
1986 levels. Significant increases in pink, chum, and coho
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Nakat Inlet4

Figure 7 Locations of operational PNP hatcheries and remote
release sites in southeast Alaska.
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Figure 8. Locations of operational PNP hatcheries and remote release
sites in Prince William Sound.



Figure 9. Location of operational PNP hatcheries in Cook Inlet.



salm-~ . production also were made in 1987. Pink salmon egg takes
increased by 293 million or 90% over 1986 levels as the Esther
Lak ., 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 Ilevels. 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 1is
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 Armin
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 PNF permit holders, an annual management plan (AMP) to guide
hatcheiy 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 outlino 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 torminal-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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gear types for hatchery harvest and the number of fish required
In order to meet capital and operating expenses.
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EXECUTIVE SUMMARY OF
1988 REPORT TO THE ALASKA STATE LEGISLATURE
ON THE FUNDING OF THE FISHERY ENHANCEMENT PROGRAM



FRED DIVISION
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BrianJ.Allee, Ph.D. Director

By the end of the 1087
Alaska legislative session,
lawmakers and fishermen
became aware that the
budget allocation for the
Fisheries Rehabilitation,
Enhancementand Develop-
ment (FRED) Division would
reduce funding for the pub-
lic hatchery program (Fig-
ure 1), and result in the shut
down of severalfacilities. To
avoid the considerable eco-
nomic dislocation that
would result from such a
major reduction in the
ocean- ranching program,
emergency-funding mecha-
nisms were explored
through a cooperative effort
between the Legislature,
FRED Division, and the re-
gional aquaculture associa-
tions. The Legislature de-

Figure 1. Decrease in General Fund

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

to FRED Division.

Percent of FY 1985 Budget. Adjusted for Inflation.

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

BACKGROUND

Since the early 1900s, the
dependence of salmon on
favorable environmental con-
ditions has led to dramatic
fluctuation*? in fishing har-

FRED DMsion Funding Report

vests that have produced an
economically unstable fish-
ing industry. The bust Dor-
tion of this "boom-and-bust"
cycle that brought total
salmon harvests to less than
30 million fish could be re-
p)eated in the future (Figure
2).

In 1987, Alaskan hatcheries
took over 1.3 billion Pacific
salmon eggs and over 10
million 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
approaching the size of the
Russian program. The sock-
eye salmon enhancement
program in Alaska s the larg-
est and most technologically
advanced; over 100 million
eggs were taken in FY 1988.

190019101030193018*019C0199018701960

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
resulting from Alaskan fish-
ery enhancement has ex-
ceeded both the natural and
enhanced catch produced
by the State of Washington,
which is*he nation’s second-
largest salmon producer af-
ter Alaska. The combined
state and PNP catch esti-
mates equal approximately
26 million salmon in 1987
(Figure 3). This production
represents roughly 20% of
the total Alaska salmon har-
vests. Partially obscured by
these numbersisthe factthat

STATE OOMWIEO

STATE PNP COMBINED

« CHINOOK OOMOC*CHUM® SOOCEYE®PINK O CHINOOK=0 COMOCS CMUMCa SOCXEYE* PINK

Figure 3. Alaska hatchery
salmon returns in FY 1988.

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

In FY 89 more than 6CO 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 commercialfish-
ery (Figure 5). Substantial
harvests will occur in the
recreational fishery also.

STATE PNP OOUONCC
DCHNOOK«>0CMO™ CMUU*» 90CXSVE" 0*#

Figure 4. Alaska hatchery
salmon eggtakes for FY 1989.

FRED Division Funding Report

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

The PNP salmon catch esti-
mates for returning adults
from fiscal year 1989 egg
takes equal approximately
23 million. Total projected
revenues to fishermen re-
emphasize the trend toward
higher 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 FY 85;
in inflation-adjusted terms,
FRED funding has been re-
duced by over 30% since FY
85.

The irony of this crisis is that
with the exception of the
enhancement program, few
other general and capital
operating budget expendi-
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
Page 2



Gross Revenues For Alaskan Hatcheries
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Figure 6. Projected commercial fishery revenue for hatcheries from
eggs taken in FY 1939 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 regional
economies of Alaska.

In the commercial fishery,
the net benef*s, or profits
from these projects, first
accrue to the fishermen who
own limited entry permits;
however, the impacts of the
program ripple through 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 1.4:1. 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
personal income in not only
the fishing sector, but also
the fish processing sector,
government sector, and
through service, wholesale
and retail trade sectors. The
impacts in terms of personal
income to resident Alaskans
are greater than the dollar-
for-dollar impacts of typical
state expenditures trom the
general fund, capital proj-
ects, and the permanent

FRED DMalon Funding Report

fund disbursements. The FY
89 budget proposed by
FRED Division would gener-
ate approximately $35 million
in resident income to Alas-
kans as well as 1,040 jobs.
The analysis of the PNP
enhancement program im-
pacts resulting from brood
year 1988 are preliminary at
this time; however, prelimi-
nary estimates project ap-
proximately $40 million in
resident income and 1,100
Alaskanjobs. This economic
impact analysis has been
generated by a model de-
signed by The Institute of
Social and Economic Re-
search (ISER) at the Univer-
sity of Alaska in Anchorage.
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CONCLUSIONS

Therewasaclearconsensus
among fishermen and In the
work group ut large that the
FRED Division should re-
ceive fullfundingforhatcher-
lesfromthegeneral'indasa
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
greater share of fishery en-
hancement costs than now.

Fishermen groups were
unanimously opposed to tax
and license fees 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
and approximately offset
general fund expenditures
for fishery management and
enhancement. Fishermen
also assertthatthey are large
contributors to the general
fund, and there should notbe
additional fees imposed on
them. The fishing leaders
explain that any additional
costs of fishing may impose

financial hardships on afleet
already burdened with many
costs.

The second view presented
to the work group states that
the salmon fishery is a com-
mon property fishery that
belongs in part to all Alas-
kans. As with the royalty oil
taxes, the residents of Alaska
have arightto collectrentsto
the state treasury that are
equal to or in excess of the
amount required to manage
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. Itisnotthe
intent ofthe FRED Division or
this report to suggest which
view is appropriate. The
Legislature has to determine
the social and economic
goals it wishes to achieve
with fishery enhancement.
Many of the state-owned
facilities were created to pro-
duce broadly distributed
benefits. As such, itis difficult
tofind avoluntary methodto
shift the funding burden to a
specific interest group with-
out changing the goals and
or the beneficiaries of the
hatchery production. Also,
the availability of funding for
statewide enhancement as
well as the net benefits from
the state fishery enhance-

FRED DMslon Funding Report

ment program could be dra-
matically effected by legisla-
tive action on user financing.
If the legislature should
choose to go forward with
professional service con-
tracts or other funding
mechanisms the timing for
the approach will be critical.
This is 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 benefits of hatchery
production.

Inthe absence offull funding
forth 3projects, the division's
shorv term and incremental
approach tofuture funding is
the FY 89 proposed budget
strategy of contracting oP-
eration” of selected state
hatcheriestotheprivate non-
profit sector.

The concept o' contractual
agreements in the FY 89
budget represents a signifi-
cant shift toward a greater
user participation in hatchery
funding and hatchery deci-
sion making. They allow for
greater user participation in
financing in return 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 or erate 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-
gional aquaculture associa-
tions 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- and long-term losses if
the targeted hatcheries were
shut down or other FRED
programs were putin "moth-
ball' status. Perhaps the
Legislature could suggest
other solutions to avoid
these losses, such as an
exemption from the new

procurement code or an
amendmentto the PNP stat-
utes.

Fulfilling the requirements of
the FY88 (SLA 87) legislative
intent has been ahighly inter-
active and revealing process
for all participants. On one
hand, the interacting with
varied interests in the work
group as well as developing
the analytical information,
has allowed us to examine
funding methods open to
government. On the other
hand, it has 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 groups, and the
Legislature. Inthe final analy-
sis, it may be possible in FY
89 and, perhaps, FY 90 to
promote increased user par-

FRED Division Funding Report

ticipation iri funding fishery
enhancement. Other meas-
ures have been taken to re-
duce FRED Division’s de-
pendence on the general
fund and generate program
receipts. However, in the
short term, there remain no
other legal and politically
acceptable quick fixes that
would result in larger scale
reductions in FRED’Soperat-
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-
signing longer term solu-
tions.

Page 5
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FRED DIVISION

1987
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The Fisheries Rehabilita-
tion, Enhancement, and
Development Division
(FRED) of the Ateiska De-
partment of Fish and Game
came into being through
legislation enacted in 1971.
Its purpose is to sustain and
enhance Alaskan fisheries
through the development
and application oftechnolo-
gies in supplemental pro-
duction and natural stock
rehabilitation. It is the major
component of the state’s
salmon enhancement pro-
gram. FRED provides many
sendeesto the state’sfisher-
ies programs through its
operation of 19 hatcheries
and four laboratories, its
complement of technical
specialists and its admini-
stration of the regional aqg-
uaculture associations.
FRED is dosety associated

FRED DIVISION ANNUAL REPORT FOR

ttrfcrfmy Producbor jummuy

24.000
TZIX0
30.000
14£00

14.000
12,000

4000
4000

2000

1174 1(77 in 1470 1140 1441 1443 1443 1444 1444 1444 1447

Figure 1 Alaska hatchery production in thousands of adult

salmon.

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

Salmon production pro-
grams of both state and PNP
operations are growing and
contributing significantly to
the fisheries and the econ-
omy of the state (Table 1). In
1987, the salmon enhance-

FRED DMskxi Annual Report

mentprogram in Alaska (see
map) produced almost 26
million adults, continuing a
sweeping upward trend in
production (Figure 1). FRED
projKts produced 6.8 million
salmon plus over a half mil-
lion trout, char, and grayling.
Of the salmon produced,
approximately 78% were
harvested in com non prop-
erty fisheries 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 inthatorder.
Individual PNP operators
reported that their hatchery
programs produced 19 mil-
lion salmon. Of those
salmon produced, approxi-
mately 22% were harvested
in special harvests and 70%
in common property har-
vests. PNP operators report
that 94% of their production
was pink salmon with dimin-
ishing percentages of chum,
coho, and chinook salmon in
thatorder. Releasesand egg
takes were also up in the
Alaskan enhancement pro-
grams in 1987. Approxi-
mately 1.3 billion salmon
eggs 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
1988 are projected to be over
7 million fish. This is about
one million less than the pro-
jections for 1987, but about
the same number that actu-
ally returned in 1987. The
lower projection is largely
due to: changing emphas s

from pink and chum salmon
to coho, 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
run;.

Significant progress is being
made in many areas of the
Alaskan salmon enhance-
ment program. Of the 26
million fish produced, ap-
proximately 18.8 million were
harvested in the common
property fisheries in 1987.
This represents approxi-
mately 20% o?tne total state-
wide harvest in a year in
which harvests of many natu-
ral stocks were down. The
primary objective of en-
hancement production is to
lessen the effect of lows in
natural production. The
1987 harvestwas the lowest
in 8 years. Without produc-
tion it would have been ap-
proximately 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
guota 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 DMsion Annual R#port

tion by developing sockeye
salmon hatchery techniques
for rearing sockeye salmon
to the smolt siage in fresh
water. This has never been
done before. The number of
sockeye salmon eggs taken,
(100 million) the increasing
hatchery technology, and
the lake stocking and enrich-
ment activities undertaken
by FRED put it atthe forefront
of sockeye salmon produc-
tion in the world. Thecoded-
wire-tag (CWT) lab operated
by FRED is a mode! of effi-
ciency in CWT retrieval and
data processing. It has
hosted visitors from many
areas of the Pacific north-
west who are interested in
emulating the successes at-
tained by this lab in decoding
tags, information storage,
and dissemination of timely,
accurate reports of CWT in-
formation. The FRED pathol-
ogy section opened a sec-
ond laboratory to better
serve the salmon enhance-
ment program, as well as
other Alaskan fishery and
mariculture oporations.

The new lab is in Juneau and
will primarily serve the south-
east Alaska area During
1987, the FRED fish pathol
ogy staff setin place a state-
wide infectious hematopoi-
etic necrosis virus (IHNV)
control, monitoring, and
evaluation program. FRED
personnel are actively in-

Page 2



volved in the recently legis-
lated shellfish mariculture
program with major feasibil-
ity studies in the Kodiak and
Sitka area. Shellfish permit-
ting and regulation activities
are a part of the FRED PNP
Program.

The FRED Limnology Labo-
ratory processed over
30,000 individual water and
zooplankton samples and
contributed greatly to a lake
fertilization program in which
state, federal,and private
agencies cooperated.

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

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

A study conducted in 1984
for the Governor’s Mini-cabi-
net on Fisheries predicts that
the statewide enhancement
program will generate bene-
fits in excess of costs in the
amount of $90 million to the
Alaskan economy forjustthe

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-
gram forthe FY89 budgetwill
be $75 million in resident
personal income and over
2,000 resident jobs. These
impacts resuit from fishing
industry expenditures, gov-
ernment expenditures, and
related spending in the rest
ofthe economy. The studies
have attempted 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 1988.
Thus, current estimates of
personal income and em-
ployment for Fisheries En-
hancement in Alaska are
underestimated at this time.

1987 was a year of change
and budget reduction for
FRED. Underanew director,
the division underwent a
reorganization to bring
about clarity of purpose and
greater operating efficiency.
Several FRED hatcheries
were operated with help and

FRED Dtvtalon Annual Report

cooperation from regional
aquaculture associations
and fishermen groups. Seri-
ous attempts at generating
new and innovative funding
strategies, based upon legis-
lative intent, met with varying
levels of success. FRED led
an effort to analyze the state-
wide enhancement program
with the specific goal of defin-
ing potential short and long
term funding strategies for
state facilities. A short term
operating plan was designed
for the FY89 budget which
involves contracting the
operation of four FRED
hatcheries to private non-
profit operators. In all its
activities, FRED is committed
to reaching the full potential
of fisheries enhancement
which will support the eco-
nomic and social 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

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
7,404,789
6,767,984

17,963,785

6,648,237
5,951,352
5,578,927

14,717,689

2

9,398,204
2,000,997

SOCKEYE

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

1,163,850
1,308,290

QOO OOOo

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



Income Generated per $ Spent
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mIlr>u.clsm.a.rtL Stole ol Alaska

Reply to:

December 23, 1937
O 3201 C Street, Suite 403

Anchorage, Alaska 99503
(907) 563-3673

P.0. Box WO
Don Collinsworth, Commissioner Juneau, Alaska 99511
Department of Fish and Game (907)4654970
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 Gane alleging that the
department is 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 i idicates 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, | have concerns regarding both reasons expressed in the
RAPM. To begin with, it is doubtful that the Northern Southeast
Regional Aquaculture Association is the only organization with the
expertise and knowledge to operate the Hidden Falls Hatchery. | believe
there is sufficient evidence to the contrary.

Your second reason for exemption from solicitation is that the
service would be providea bya political subdivision of the State of
Alaska. Section 16.10.380 ofAlaska 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 unorcanized borough for the purpose of providing
salmon enhancement services. Pam wondering if your office has sought
legal advise regarding this section as the Hidden Falls Fish Hatchery is
within the City and Borough ofSitka, and the NSRAA may not be empowered
to operate there. Also the municipality might be interested in
operating the facility directly. There is some interesting language on
this subject in State, N.S.E. Regqiorjl Aauaculture Ass'n v. Alex
(Alaska, 646 P.2d ZOTT



Commissioner Collinsworth -2 - December 23, 1987

Circumventing the procedures for soliciting a profep ional 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 | understand the complainant may conta .t you directly for
a review, and because of this, it 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,
n
//n

Bruce Aronson
Acting Ombudsman

BCA:JRT: pjc

cc: Dale Young
“Bev Reaume, Dir. Administration
Brian Allee, Dir. FRED program



STATE OF ALASKA
1988 LEGISLATIVE SESSION

FISCAL NOTE

REQUEST:

Revision Date: 2/22/88

operation of state hatcheries
S HEHli=aon

Requestor: _£liason

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING FY 88 FY 89 FY 90

PERSONAL SERVICES 0
TRAVEL

CONTRACTUAL

SUPPLIES

EQUIPMENT

LAND & STRUCTURES
GRANTS. CLAIMS
MISCELLANEOUS

TOTAL OPERATING 0 0 0

0 0

CAPITAL | 0 0 0

REVENUE

FUNDING: (Thousands of Dollars)

GENERAL FUND
FEDERAL FUNDS

OTHER

TOTAL Q Q 1

POSITIONS:

FULL-TIME
PART-TIME
TEMPORARY

ANALYSIS : (Attach a separate page if necessary)

Prepared by:
Division : F.R.E.D.

Approved by Commissioner
Agency: Fish nnri Game

Distribution (by preparer):
Legislative Finance
Legislative Sponsor
Requestor
Office of Management and Budget
Impacted Agency(ies)

BILL VERSION: CSSB410
PUBLISH DATE: 2/22/88

Agency Affect*-d: Fish and Game

Title: An Act relating to the BRU: FRED

Components :.

FY 91 FY 92 FY <3

fl 0 SJL -

Phone:._465'4160
n,... 2/ 227 8%

Date:

page, of



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

DEPARTMENT 04VISION ®mllnumber | sponsor £ iiason, Jones, Kerttula/
Fish and Game FRED CS for SB 410/HB 454 Grussendorf

SHORT TITLE OF BIU.

DEPARTMENT POSITION

The department supports this bill.

PREPARED BY DATE CCMiySEIONER 3 SIOH|njRE OATE
Brian J. Allee _ . 2/22/8R
SUMMARY
other agencies AFFECTEO by bill CONSTfTUENT GROUPS) AFFECTEO BY BILL
Department of Commerce and Economic Regional aquaculture associations,
Development commercial fishermen, sport fishermen
ORGANIZATIONAL support for bill organizational opposition to bill

Regional aquaculture associations, sport
fishermen, commercial fishermen

FISCAL IMPACT: (3 NONE 3 FISCAL NOTE ATTACHED
BACXGROUNOILEGISLATIVE INTENT

The 1987 Legislature placed intent language 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

j formed to address the intent. Building on the private nonprofit laws that have proved

i effective, this amendment allows FRED to cooperate with the RAAs in developing innovative

I Continued on page 2.

iNUYSIS OF BiLUPAOGfUM EFFECTS
The committee substitute for Senate Bill 410 has incorporated all
| 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.

FLEAM ATTACH AMFAMTt SHOT FOB AMMTXMAL COWMOQTTS OA AMALVML
a0cF,**. Ml



(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 impact on the general fund.



STATE OF ALASKA
OFFICE OF THE GOVERNOR

BILL ANALYSIS

GFAAMINT OON munumbu imobon [:]jaSon, .Jones, Kerttula/
Flch anH Ranmp FRFN _SR 410/HR 454 1 firussenrinrf
oo TMUEor BAl

ocfantmcmt M *Ino*

The department supports this bill as is. ..
PFAVOBY o .
Rrian .1 Allee 2/22/RB I a C U W A z 22 m<?
SUMMARY
OMAACINOU AFACTIO by BLL CONBITIVINT QNOLAB AFFCCTIDBY BHi
Department of Commerce and Economic Regional aquaculture associations,
Development commercial fishermen, sport fishermen
onoanuational svrroKT fon bill O\M\UND\FLG\AEL‘D\/HOI\AJ

Regional aquaculture associttions, sport
fishermen, commercial fishetmen

ACAL IMrect. n MM O ASCAKmM ATTAK®D

MoQAOUHQUQAATYEHTIHT  4+he jggy Legislature placed intent language 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

Corn 'mued on page 2.

analysis of uncn N N amends existing‘statutes to extend a preference right to

operate under contract existing state hatcheries in the same 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 an
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.

AXtNCMXn nc* «u)

Amend to allow the Commissioner to waive the submission of an application for a permit
onarate a hatchery due to the fact that the application process is designed for new
hatch*rits n>d unnecessarily time-consuming in this situation.

W AN ATTACMAMNAATtM IT MM AMmOMAL CO— TUM AMAATM.
tKOBIAW <M



(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 t.he
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 veducing

the impact on the general fund.



Fish and Game reconsiders sole -source hatchery contract

B% kirk mcaluster

The Office of the Ombodimen * i ehirply crlticlied
the Alaska Department of Flah ano Game for trying to
mward a scle-source contract to an aquaculture group
that wanU to manage a itate-owned fish hatchery on
Baranof Island.

Flah and Game wented to transfer management of the
Hidden Falla Hatchery to the Slka-baaed Northern
Southeast Regional A?uaculture Association ai part ofan
effort lo 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 (he Division of Flsherle* Rehabilitation En-

hancenﬂenténd ﬂ)@elor)ment.

The department will now put the lement of HI*
den Falla out to competitive bid, along with three other
hatcheriea In Prince William Sound, Kodiak Island and
Cook Inlet. Contracts ere expected to be final by July 1

"There's a funding crisis In ocean ranching and turn-
ing over the management of these four facilities Is a re-
sponse to that," Allee aald. "Our thinking wes that the
aquaculture associations have the financial wherewithal
and expertise to operate these hatcheriea.”

Hidden Falls, which raises mainly chum aalmon for
the commercial seine fishery. Is widely considered one of
the best hatcheries In the stale's system, which Includes
IP hatcheries, 2} fish ladders. Iwo spawning channels and
four laboratories Alaska's salmon hatchery system Is

Halchery..

* Continued from Pago 1
lion from Alaska Statutes not only leaves your depart-
to Just criticism but also possible successful

ed that
take a long pause before proceed-
ing with negotiations on this contract." Aronson also said
the ombudsman may consider at a later date "investigat-

ment

legal action."
In his letter to Colllnsworth, Aronson
the commissioner "...

ing the significant Issues raised by the complainant.”

The ombudsman's letter was prompted following a
comﬁlajnt from Dale Young, who is no stranger lo the
ery business, having served as Southeast regional

hatcl
hatchery manager for Fish and Game from 1976-8.

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

farm at Baranof Warm

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 Iwo support work-
ers who could lose their Jabs If the stale transfers man-
agement of the hatchery He said that doesn't seem fair
to him since their apparent reward for making Hidden

Falls the state's (op hatchery Is to lase their Jabs

thelargest In North America and one of the most techno-
Ioglcally advanced In the world.

in IMT, stats hatcheries produced-ataut..l. million
istxxn, while Ue private non-prom hatchories eontribute
edibout [ million (W, according to h FRED dirislaa re-
port. Rut the division has suffered a N percent (Unding
cutsince IMS.

'"The Alaska salmon ocean ranching program has
generated *75 million and 2,009 Jobs so It la also an eco-
nomic development program,” Allee aald. "It's been a
bidoglcal and economic success so we're doing what we
cafl tokeep It going.'
g)%hge; 1V4, Hidden Falla hai produced more than

hum salmon per year, worth about 2Smillion to
the commercial seine fleet, which harvests most of the

fish. Hidden Falla was built In 1978 and began operanmg
In 197, The SBmiillion Initial construction cost was fu
ed by a statewide bond Issue.

When the ombudsman reviewed Fish and Game's Jus-
tifications for asking for a sole-source contract, the legis-
lative watchdog agency didn't buy off on the depart-
ment's reasoning.

"... It Isdoubtful that the Northern Southeast Region-
al Aquaculture Association la the only organliratiun with
the expertise and knowledge to operate the Hidden Falls
Hatchery," wrote Acting Ombudsman Bruce Aronson In
a letter to Flah and Gome commissioner Don Collins-
worth. "Circumventing Ihe procedures for soliciting ~
professional services contract by requesting an ctentn

Pitas* turn to Pag* 8

"It maKé)r may not be a good management decisionto;

contract tl

the bids will now be opento
left tome confusion with NSR/ A, which had been ne:
Falla.

new competitive process. Under their management
their Jobs, he said

trol the board of the aquaculture association.

Beet,” he sai

management or the hatchery, but what con- «
cems me more than anything Is that | can't find any Jus-'
UflcaIIon for putting M employees oul of work,” Cochran

Oochran and Young have discussed submitting a bid
for managing Hidden Falls, which Is now possible smce

anyone.

Meanwhile, the change of heart by Fish and Gamehall
otl-
sting for months on a contract for managing Hidden;

Pete Esqulro general manager of the aquaculture as-'
sodation, said NMIAA would continue to pursue the Hid-
den Falls contract and planned lo submit a bid under the m

some of the 14 current hatchery employees could Eleep

Esquiro Mid his group was Interested In Hidden Falls
because of Its value to commercial fishermen, who con-

. "An added benefit to this la that If the state doesn't;
have lo spend general fund money managing Hidden
Falls, 1l can Increase chum and sockeye production at
Snctlisham (hatchery) which would help Ihe gllinel,



HIOOEN FALLS Operated by State on $1.4 million
KITOl BAY 5 CYRS General Funds and $0.5 million 1iIn
CANNERY CREEK other funds. Level of operation

not optimal.

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

State not operating but reprogramming $1.4 million in General
Funds into areas of deficiency 1In 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 -$194.1
Interagency funding
Tutka Hatchery Frogram -$ 90.0
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5-1821L J
Bannister
2/19/88
Original sponsors: Eliason, Jones
and Kerttula
IN THE SENATE
CS FOR SENATE BILL NO. A10 ( )
IN THE LEGISLATURE OF THE STATE OF ALASKA
FIFTEENTH LEGISLATURE - SECOND SESSION
A BILL
For an Act entitled: "An Act relating to the operation of state hatcher—

les; and providing for an effective date."
BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:
* Section 1. AS 16.10 i1s amended by adding a new section to article 8
to read:

Sec. 16.10.480. CONTRACTS FOR THE OPERATION OF STATE HATCHERIES,
(€)) If the department determines that it is unable to continue op—
erating a state-owned hatchery or that it is in the best interest of
the ctate to provide for the operation of the hatchery by another
person orby another person in cooperation with the state, thedepart—
ment mayenter into a contract for the operation or cooperative opera—
tion of the hatchery.

(b) Notwithstanding AS 36.30, when selecting a contractor under
(@) of this section, the department shall give a preference to the
regional association organized under AS 16.10.380 that 1is located 1in
the region in which the hatchery is located. If the department deter—
mines that the preferred regional association does not meet the crite—
ria established by the department for the contract, the department may
not award the contract to the preferred regional association and shall
proci re the contract under AS 36.30 after considering the recommenda—
tions of the preferred regional association.

(c) A contract entered into under this section must provide that
the hatchery will be operated under AS 16.10.400 - 16.10.445 and

16.10.460 - 16.10.470 and the regulations adopted wunder those
-1- CSSB 410( )
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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 unde S section for the operation of a
hatchery may not affect the scate®"s ownership of the hatchery and does
not affect the state"s responsibility to manage the resource.

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

(@) The commissioner or a designee may issue 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 regional
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) 1s 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:

(e) A qualified regional association formed under AS 16.10.380,
iIf 1t has become a nonprofit corporation under AS 10.20, has a prefer—
ence right to a permit under (a)(l) of this section i1f i1ts proposed
hatchery 1s provided for 1in the comprehensive plan for that region
developed under AS 16.10.375 and the fresh water source exceeds one

cubic foot persecond minimum flow. Another [ANY OTHER] local

B 410( ) o
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nonprofit hatchery corporation approved by a qualified regional asso—
ciation has an identical preference right.
Sec. 5. AS 16.10.410(c) 1is repealed and reenacted to read:

(©) The hearing shall be conducted by the department.
hearing for a permit under AS 16.10.400(a)(l), 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 AND SALMON EGGS BY HATCHERY.
() 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, 1including debt
retirement, expanding its facilities, salmon rehabilitation projects,
fisheries research, or [FOR] costs of operating the qualified regional
association for the area in 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 consumption
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- CSSB 410( )



The five incubr.tion boxes at 31 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....o..u

Takatz Bay Release Site*............

Haines Spawning Channel.........

Haines Incubation Boxes...........

Port Camden Incubation Boxes

Slippery Creek Stocking*...........

St. John Creek Stocking™............

Redoubt Lake Incubation......... . sockeye unknown

Earl West Cove™......inns
16,000 coho
240,000 chum

‘Cooperative Projects

Photo by Carl Peterson

Photo by Hans Wlenberg

Northern
Southeast
Regional
Aquaculture
Association

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



jtheast Regional Aquaculture Association
»private non-profit cooperative established to
ion returns to benefit commercial and other
Wwas established through an election of limited

permit holders where the majority voted in
lishing the Association and taxing themselves 3
jir gross landings to support the organization,
ntry permit holders in Southeast Alaska are

NSRAA. Revenues collected through the
tax are passed from the State to NSRAA.

i mix of enhancement projects designed to aid
eine and troll fisheries of Northern Southeast
rsburg north to Haines). These projects include
I Hatchery near Sitka, the coho lake rearing
>Takatz remote release project, the spawning
r Haines, and remote incubation boxes near
ort Camden. In 1987, NSRAA participated in the
:r50 million fry and smolts.

; Central Incubation Facility near Sitka
opacity for 82500 chinook smolts;
coho fry for the lake rearing program
0,000 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 enhancement projects 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 rale
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 NSRAAS 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 arc undertaken in cooperation with
ADF&G, the U.S. Forest Service, and Southern Southeast
Regional Aquaculture Association.

NSRAA 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.

Allen Edsall, a fish culturist for the Northern
Southeast Regional Aquaculture 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 Chilkat 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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