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Chapter 1
INTRODUCTION

The viability and desirability of finfish farmi’.g in Alaska, particularly salmon, has
long been a subject of controversy. The state is currently under its second finfish farming
moratorium. This one expires on July 1 1990.

The Alaska Finfish Farming Task Force was created by the Alaska Legislature in
1988 (Ch. 145 SLA 1988) to study the socioeconomic, biological, and environmental issues
related to finfish farming. The task force was charged with addressing finfish farming in
Alaska in freshwater, in marine environments, and in tanks or other upland structures
containing marine water. In addition, the task force was to consider hatchery operations
related to finfish farming.

By statute, the composition of the task force must represent a variety of perspectives.
Specifically, the task force is comprised of one representative of the commercial salmon
fishermen, one aquatic farming advocate, one private economist, one fisheries biologist, and
one public member with no involvement in the seafood or aquatic farming industry’. State
employees were not eligible to serve on the task force.

Although the legislation authorizing the task force was passed in 1988, the Legislature
did not fund the task force until its 1989 legislative session. In July 1989. Governor
Cowper announced his appointments to the task force; the first meeting was held in late
July.

This task force is not the first body in the state to consider the issue of finfish
farming.  During the Sheffield Administration, the Governor’s Mariculture Advisory
Committee was formed to look at the issue. In addition, the Alaska Legislature has
considered various pieces of legislation pertaining to aquattc farming.

One of the first actions of the task force was to familiarize itself with the cork dint
preceded it. In addition, it considered new information on social, environmental, and
economic impacts that has recently become available from the operation of West Coast
and foreign salmon farms. The world markets for salmon are changing dramat.cally; many
assumptions regarding salmon farming economics and marketing that are based on
‘sistorical data may not be relevant today.
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In 1989, th State of Alaska implement its plant and shellfish mariculture regulations,
giving state offic als additional experience in the regulation of an industry that shares many
of the character.sties of the proposed finfish farming industry.

To ensure that it evaluated finfish farming based upon the most current information
av; lab'e. the tasl: force ’jok testimony from experts on every major issue. In addition,
the task force toured salmon farms and hatcheries in the Puget Sound area. It visited both
salt water marine pen farms and fresh water smolt and pan-sized fish farms.

Due to the limited time available to the task force to perform its mandated tasks,
it has focused on the specific issues set forth in Ch. 145 SLA 1988:

protecting the health of the existing fisheries resource;

siting of farms to protect the environment and minimize use conflicts;
the supply of finfish farming broodstock;

the cost of regulating finfish farming;

the economic benefits and costs of finfish farming; and

strategies for improving the marketability of Alaska salmon, particularly those species
that compete with farmed salmon.

The task force has incorporated other concerns into its evaluation of these issues as
appropriate.

The remainder of this report addresses the six major topics listed above. Each of
these topics is divided into its component specific issues. Each issue is defined in broad
terms, and a set of findings, briefly summarizing information pertaining 'c the issue that
was collected by the task force, is provided. Where pertinent, the tradi -offs associated
with the different approaches to addressing each issue are discussed. Fina’ly, the task force
presents its recommendations as to the manner in which future State effo’ts should address
each iy ue and some general conclusions and concerns about the role of finfish .arming in
Alaska.

The task force did not begin its work with any supposition that finfisn farming is
desirable or undesirable for Alaska. To address some of the issues included in the
legislation authorizing the task force, however, it is necessary to presuppose the existence
ot a finfish farming industry. For example, one cannot determine the *ost of regulating
a finfish farming industry without assuming that an industry will exist. The reader should
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not construe any finding or recommendation pertaining toa *pecific issue to be either

endorsement or disapproval of finfish farming in Alaska.
For clarity, a brief explanation of a few terms used in this report and in the

discussion of finfish farming is provided below.
Finfish is used as a generic term for finfish indigenous to Alaska, except where noted.

Finfish farming is the growing of fish to market sizein an enclosed environment.
Aquatic farming includes sea plants and shell fish as well as finfish.

Ocean ranching is the release of hatcherv-reared fish into the public waters for
eventual recapture.

Aquaculture is the cultivation of fish and plants in both fresh and salt water.
However, in Alaska, the term is specific to the State's and private nonprofit
hatcheries' ocean ranching programs.

Mariculture is fish cultivation in salt water. However, in Alaska, the term is used to
refer to all aquatic farming activities.

To avoid confusion, we have tried to be explicit in our references to finfish farming
and ocean ranching by avoiding the more general terms, mariculture and aquaculture.



Chapter 2
THE HEALTH OF THE FISHERIES

Any effort to initiate finfish farming in Alaska must provide for the maintenance of
the health of the state’s existing commercial, recrea.ional, and subsistence fisheries. There
is continuing public concern regarding the effects of finf'  farming on disease transmission
and genetic alterations in wild stocks.

Finfish farming also could affect the health of existing fisheries through its impacts
on the environment. This issue is addressed as the first concern in Chapter 4.

DISEASE
Concern

Can diseases from finfish farms be transmitted to wild and hatchery finfish stocks, with
substantive adverse impacts on those stocks?

Findings

a.  Fish raised in farms are subject to increased stress from handling and fruin the high
density of fish per volume of water: this increased stress makes farmed fish more sus-
ceptible to disease than are fish in the wild.

h.  Diseases occurring in farmed stocks also occur in the marine environment and in wild
stocks.

c. Disease transmission between captive stocks and wild stocks is a two-way problem.
Captive stocks are probably more susceptible to disease because of increased stress.
The potential for disease transmission between captive and wild stocks exists in both
ocean ranching operations and fish farm operations.

d.  The importation of nonindigenous stocks poses the risk of importing diseases that are
not present in existing wild and hatchery stocks. To control the spread of disease.
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the Stale has imposed strict regulations limiting the movement of salmon and the r
gametes within Alaska and prohibits the importation of live fish or gametes from
outside the state.

Disease pathogens can travel through the water table in land-based farming
operations. Upland finfish farming can result in the contamination oe the water table
with pathogens that infect fish.

The risk of disease transmissioi from captive to wild stocks increases in direct
proportion to the degree to whic h captive fish and the water they use contact wild
fish. Of the three alternatives foi finfish farming (upland freshwater, upland marine,
and marine pens), marine pens, with the certainty of fish escapement, pose the
greatest risk of spreading disease.

Upland marine and fresh water tacilities pose less risk of contamination of natural
waters than do marine pens.

The addition of finfish farming to aquaculture activities in Alaska would increase the
demand for the pathology services necessary to control disease. Providing these
services to a finfish farming industry would strain existing State technical and financial

resources.

Pathology services are available in other fish farming regions from private
laboratories.

Pathological services ;an be provided by persons certified by the / merican Fisheries
Society under State authority. This practice currently exists in the ocean-ranching
program/

Recommendations

1

The finfish farming industry can be accommodated without significant threat of
disease to wild and hotel erv stocks if the State continues to meet its responsibilities
in fish disease vimtrol and if monies are provided foi additional health services or
private pathological services are created.

This finding is repeated in Chapter 5, as finding f.

6



Health of the Fisheries

2. Current policies prohibiting importation of live salmonids, including gametes, should
be placed into statute and rigorously enforced.-

3. To ensure adequate control of disease in the finfish farming industry, the State will
need to provide for the development of private pathology services or increase stuff
and funding for existing State services.

4, If the State allows private pathology services, there should be a licensing or
certification process.

5. Water discharged from upland marine and fresh water facilities should be screened
and the effluent treated.

GENETICS

Concern

Does escapement of farmed finfish pose a threat to the genetic integrity of wild stocks?

Findings

d.

Each finfish stock has its own unique genetic characteristics. Therefore, the
interbreeding of wild stocks with selectively bred farmed stocks could aiter the genetic
characteristics of wild stocks.

Fish farmers would practice selective breeding to enhance characters that are best
suited for the farm environment. Over time, farmed fish stocks will diverge
genetically from the donor wild stocks: the characteristics for which farmed stocks are
bred diminish their suitability to life in the wild.

The greater the extent of fish escaping from fish farms, the greater the possibility that
farmed tish will either interbreed with or compete with wild stocks.

This recommendation is repeated in Chapter 2. as recommendation 2 in the section
on genetics.
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d.  Tie survival capacity of escaped farmed stocks is uncertain. While it is possible for
f- rmed stocks to survive Outside a farm environment, it is not clear what percentage

would breed successfully.

e.  The genetic impact on stocks of wild fish resulting from interbreeding with escaped
farm fish would depend on the ratio of farmed fish to wild fish of the same species

in the stream.

f. The State’s genetic policy prohibits tiie importation of live salmonids in*a the state.

g. The State’s genetic policy does not allow for stocks to be transported between major
geographic regions of the state.

h.  The State’s genetic policy has been adopted to protect Alaska's diverse natural
salmon and trout stocks; however, it is not always rigorously followed.

. Several options exist for protecting the genetic integrity of wild stocks, including:
restricting farming to upland marine or fresh water tanks; using triploid farm stocks
(fish that have a third set of chromosomes, rendering them sterile); and establishing
wild stock genetic reserves.

Recommendations

L The existing State genetics policy is adequate to protect the genetic integrity of the
state’s fisheries and should be rigorously applied to fish farming.

2. Current policies prohibiting importation of live salmonids, including gametes, should
be nlaced into statute and rigorously enforced/

3. The S.ate should not permit the siting of finfish farms wiwiin a 20 kilometer radius
from the mouth of i stream that has significant production of thesame species.

4, The task force concurs with the Alaska Chapter of the American Fisheries Society
resolution on genetic sanctuaries;

This recommendation is repeated in Chapter 2 as recommendation 2 in the section
on disease.



Health of the Turneries

One recommendation for the protection of wild stocks in the Genetic
Policy is the establishment of wild stock sanctuaries. These sanctuaries
would be areas in which no enhancement activity is permitted except
gamete removal for broodstock development. Populations of fish in these
areas would represent "gene banks" of wild-type genetic variability.
Sanctuary status could also be a conservative use status for the protection
of particular significant or unique wild stocks.

[Editor’s Note: the task force uses the term reserve, instead of sanctuary, elsewhere
In this report.]

The State should form an ad hoc committee to determine whether the State is strictly
adhering to its genetics policy.
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BROODSTOCK

The major broodstock issues are the sources of donor broodstock for finfish farming

activities in Alaska and the creation of finfish broodstock as privately-owned resources.

OWNERSHIP OF BROODSTOCK

Concern

Should the State allow the private ownership of broodstock?

Findings

a.  Finfish broodstocks are a common property resource.

b.  Firfish farmers would need control over their broodstock to develop domesticated
stocks most suitable for farming.

. Private ownership of broodstock could lead to the exportation out of state of gametes
or live salmonids that are now unique to Alaska.

d.  Private ownership of broodstock could lead to patentable genetic alteration based on
the indigenous species.

e. A system of private nonprofit hatchery regulations could be designed that would allow
farmers to develop pedigreed broodstock without losing State ownership.

f. Finfish farming hatcheries would require a new statutory authorization for operation,

Recommendations

L

The State should not permit private ownership of broodstock.
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2. All finfish gametes should remain in the ownership of the State by requiring tha'
hatchery production for finfish farming be done under State permit and authority/

3. All hatcheries within Alaska should be operated under nonprofit status.

4, A new permit allowing tie cultivation of eggs and the sah of smolt to the finfish
farming industry should be required. Existing hatcheries may be limited or precluded
from participation by the conditions of their existing permits.

5. The State should create a new statutory authorization for the operation of finfish
farming hatcheries.

6.  There should be a statutory ban on the export of indigenous finfish stocks.

SOURCES OF BROODSTOCK

Cconcern

How can finfish farmers be provided secure sources of donor broodstock? How can finf'sh
farmers be allocated broodstock to minimize the impact on the common property
resource?

Findings

a. The State o. AJaska owns all finfish broodstock; there are uo privately-owned
broodstock .n Alaska.

b.  Current laws, policies, and aquaculture activities do not provide for a source of
broodstock for f nfish farming.

¢.  Given current State policy on disease and genetics, the initial source of broodstock
for finfis i farmiig would have to come from State hatcheries, private nonprofit
hatcher'i s, or wild stocks.

This recommendation is included in Chapter 3 as part of recommendation 1in the
section on sources of broodstock.

12
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Existing genetic policy limits sources of donor broodstock to stocks found in the
general vicinity of a net pen or upland tank farm.

Sources of donor broodstock for enclosed freshwater systems can be less restrictive
than broodstock for marine net pen farms, both in species and in stock selection,
because of the lower potential for impacts on wild stocks from enclosed freshwater
systems.

Use of indigenous broodstock would provide finfish farms with stocks tha. are more
resistant to naturally occurring diseases.

Some broodstock sources are more desirable than others because of characteristics
such as fish size, color of flesh, reduced tendency toward premature sexual
development, and size of the donor population.

Finfish farmers require a high degree of control over their selective breeding and
husbandry practices in order to develop broodstock biologically and economically
suited to farm operations.

Finfish farmers eventually would be able to develop their own broodstock with State
permits and could supply new farms with smolt.

Current salmon management practices fully allocate returning adult s*imon to either
natural spawning escapements or to the sport, commercial, and subsistence fisheries.

Salmon egg surpluses do occur in the State and private nonprofit hatchery systems;
however, current statutes would prevent these surpluses from being used as sources
of donor broodstock for finfish farming.

Private nonprofit hatcheries harvest and sell fish to cover heir costs. There is no
provision in current statutes for private nonprofit hatcheries to sell eggs or smolt for
cost recovery.

Eqg surpluses occur due to overescapement up rivers ana streams. Overescapement

is one source of broodstock for existing hatchery programs. Current statutes prohibit
the use of overescapement as a source of broodstock for finfish farming.

13
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n. Direct sales from fishermen holding live fish transport permits would be the least
desirable method of broodstock acquisition for finfish farming due to the lack of
disease and genetic control.

0. A single itchery may maintain several genetically different broodstocks as long as
each is segregated from the others.

p.  Sources of broodstock for finfish farming could be identified by Regional Planning
Teams.

Recommendations

1 All finfish gametes should remain in the ownership of the State by requiring that
hatchery production for finfish farming be done under State permit and authority.
Cultivation and in-state sale of broodstock and smolt by finfish farmers should not

be prohibited.5

2. The finfish farming industry should develop its own stocks under new State provisions
for nonprofit finfish hatcheries.

3. New private nonprofit hatcheries under State authority would be required to rear
broodstock for finfish farming operations.

4, The preferred initial source of broodstock is surplus hatchery eggs. Other sources
include overescapement, cost recovery fish, and allocation by the Board of Fisheries.

Part of this recommendation is repeated in Chapte' 3 as recommendation 2 in the
section on ownership of broodstock.
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Chapter 4
SITING OF FINFISH FARMS

Physical characteristics of finfish farm sites affect the degree to which farms alter the
local environment, and farms may interfere with other users of water and adjacent uplands.
Physical characteristics of sites also affect the economic viability of finfish fc"is.

environmental impacts

Concerns

What are the environmental impacts of finfish farms? How can they be minimized?

Will predator control measures by finfish farmers adversely affect populations of birds and
mammals?

Findings

a.  Proper siting of finfish farming facilities is the most important element in minimizing
the transference of disease, genetic interference with wild stocks, degradation of water
quality, aesthetic degradation, and predation by marine mammals, and in avoiding
conflicts with existing users and designated uplands uses.

b. ~ The primary environmental impacts ot net pen farming stem from increased
sedimentation, changes in the benthic infauna (bottom-dwelling organisms), and
reduced water quality in the vicinity of the pens resulting from the deposition of fecal
material and uneaten feed.

¢.  The degree of impact of net pen farming varies inversely with the degree of flushing,
which depends largely on water depth and current.

d.  The degree of impact of net pen farming varies directly with the surface area
occupied by pens and the stocking density of the fish farms,

15
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Criteria for the siting and intensity of farming activities can be used to reduce the
environmental impacts of marine fen farming in an area.

Pre-site surveys and periodic monitoring of water quality and the benthic community
beneath pens are essential to ensuring minimal environmental impacts.

The primary environmental impacts from fresh water and marine upland tank farming
operations stem from their use and disposal of water.

Recommendations

L

The State should use existing siting guidelines to develop a set of criteria specifically
applicable to finfish net pen farming in Alaska. These include the State of Washing-
ton’s Recommended Interim Guidelines for the Management of Salmon Net-Pen
Culture in Puget Sound and the Alaska Department of Natural Resources’ Etolin
Island Area Mariculture Pilot Project. Guidelines for siting should also reflect the
Alaska Department of Fish and Game’s disease and genetics policies.

The State should usethe Consistency Review Process of the Alaska Coastal
Management Program in permitting finfish farm sites. The Alaska Coastal
Management Program provides "a framework for local and public participation in
State decisions, and a mechanism for the resolution of conflicts between government
agencies, individuals, and local communities." However, special provisions for public
notice of finfish farming permit applications, including requirements for newspaper
display ads with location maps nnd direct agency notification to interested parties,
should bt developed to encourage th; greatest degree of public involvement.

Only nonlethal predator control measures, such as bird and mammal exclosure nets
and electric fences, should be allowed for finfish farming.

USER CONFLICTS

Concerns

Willthe presence of finfish farmsrestrict, preclude, or degrade current or potential uses
ot sites and adjacent areas by others for commercial, recreational,and subsistence

activities?

16
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How can the State identity potential conflicts with existing uses of uplands and coastal
areas, especially where those uses do not require State permits?

Findings

d.

Net pen farms may have adverse aesthetic impacts on uplavrd land owners or other
users.

An average finfish farm would take up one to two acres of surface area. Additional
subsurface area would be required.

Net pen faims may interfere with navigation around the site and restrict access to
uplands.

Finfish farms may preclude or interfere with other commercial and recreational uses
of farm sites or adjacent uplands.

Year-round commercial activities by finfish farms may be incompatible with use of
uplands set aside for wild or scene purposes, such as State and federal parks,
monuments, and wilderness areas.

The State does not have a complete inventory of existing uses of State waters other
than those operating under a specific State permit except for Etolin Island, Prince
of Wale: Island, and Prince William Sound. The use of State waters for navigation,
sport and commercial fishing, water sports, or anchorage are activities for which State
permits are not usually required.

The State's consistency review procedure for coastal permitting and its existing aquatic
farm permuting procedures provide some mechanisms for identifying and resolving
user conflicts.

The State’s salmon enhancement program uses marine net pens, and they are
routinely permitted under existing regulations,

Recommendations

1

Area planning represents the best method of determining consistency of uses.
However, where area plans do not exist, the consistency review process must allow

17
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for expanded public review to ensure consistency with activities that do not vquire
State permits.

Fish farms and ancillary use of adjacent uplands must be compatible with zoning and
designated uses of the uplands. No finfish farming should be permitted in waters
adjacent to State t.nd federal parks.
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COST OF REGULATION

The development of a finfish farming industry in Alaska will require the development

of some new regulatory programs and the expansion of some existing ones.

concerns

What is the cost of providing necessary regulation and oversight to a finfish farming
industry? How could the finfish farming industry bear some of these costs?

Findings

d.

Success of the finfish farming industry will require the support and cooperation of the
government agencies charged with monitoring, permitting, and enforcement.

The cost of conducting site evaluation, preparing adequate site plans, and other work
anticipated ir the permit application process is a significant front-end cost to finfish
farmers.

The Department of Environmental Conservation, the Department of Fish and Game,
the Department of Natural Resources, and the Division of Governmental Coordina-
tion would all have regulatory responsibilities related to finfish farming.

The task force estimates that approximately S500.«<HH) would be required annually by
State agencies to requlate a finfish farming industry, assuming 10 to 15 permit
applications per year requiring the equivalent of 5 additional full-time positions/

The exact cost of regulating finfish farming will vary according to the specific
provisions contained in enabling legislation and the number of permit applications
that arc received. Recent draft estimates provided by State agencies project a cost
of Si. 15 million to regulate an industry’ with 50 permit applications per year. The
fiscal note to CSSB 106 (L&C) (1987) estimated that it would cost approximately
$640,000 t0 regulate all forms of aquatic farming.
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Federal and local governmental agencies would also experience some costs associated
with regulating finfish farming.

e. The cost of administering regulatory requirements for hatcheries would be similar
whether for ocean ranching or finfish farming.

f. Pathology services can be provided by persons certified by the American Fisheries
Society under State authority. This practice currently exists in the ocean ranching
program.7

Recommendations

1 The State should reduce its regulatory expenses by encouraging the use of private
pathology services.

2. The finfish farming industry should pay economic rent for use of public resources.
Forms of rent include local and State property taxes. State income taxes, sales taxes,
permit fees, tidelanc leases, and a raw tish tax of three percent of the farm gate
value.

3. Special provisions for public notice offinfish farming permit applications, including
requirements for newspaper display ads with location maps and direct agency
notification to interested parties, should be developed to encourage the greatest
degree of public involvement. Applicants should bear the cost of these public nuice
provisions.

This finding is repeated in Chapter 2 as tin ling j in the section on disease.
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ANALYSIS OF COSTS AND BENEFITS

Development of a finfish farming industry will provide economic benefits to finfish farmers,
their suppliers and processors and, through taxation, State and local governments. At the
same time, costs will accrue to State and local governments, and users of coastal marine
waters, tidelands, and uplands. The costs and bene'its to the state of this new industry

must be weighed carefully.
In addition, it is important to look closely at the economics of finfish farming, to

avoid making false assumptions about the economic viability of the industry.

COSTS AND BENEFITS ACCRUING TO ALASKA AND ITS RESIDENTS

Concerns

Do the socioeconomic, environmental, and biological costs associated with the introduction
of finfish farming to Alaska outweigh its benefits?

Are the benefits associated with finfish farming likely to be concentrated among few
individuals and businesses, who may or may not be Alaskan, while costs associated with
finfish farming are lik *ly to be borne by many Alaskans?

Findings

Costs:

a.  The State’s fishery management and limited entry programs, State and private
nonprofit ocean ranching efforts, and federal management of the 200-mile economic

zone have improved the economic health of the commercial salmon fisheries in
Alaska.

h.  Allocation of broodst <k to finfish farming could result in fewer smolt available for
common-property ocean ranching programs.
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¢.  The commercial fishing indus".y could suffer economic loss from lower prices caused
by the increase in supply of *sh resulting from finfish farming. (See Appendix B for
detailed estimates.)

d.  The existence of a finfish farming industry in Alaska would preclude the use of a
marketing strategy that equc  Alaska salmon with wild salmon and emphasizes its
desirability as a natural product.*

e.  Th<* costs associated with disease, genetic change, diminished water quality, loss of
anchorages or recreational opportunities, and loss of other commercial opportunities
can be mitigated through proper regulation of the finfish farming industry.

f. Non-Alaskan investment in the finfish farming industry would lead to the exportation
of profits.

0. The costs associated with the finfish farming industry would not be evenly dispersed
geographically.

h.  An indirect impact of finfish farms could be diminished public concern for protecting
the habitat of wild stocks.

Benefits:

a. The finfish farming industry would create jobs. Finfish farming might provide jobs
in rural areas with othens'je limited employment opportunities.

b. There would be a year-round supply of fresh salmon from Alaska, benefiting
processors and consumers.

. Secondary industries, su-h as pamological services and transportation, would benefit
from a finfish farming industry.

a.  Existing ocean-ranching facilities seasonally use large amounts of fish feed. Land-

based fish processing plants in Alaska produce by-products suitable for the meal usei.

This finding is repeated in Chapter 7 as finding g in the section on competition
hetween farmed fish and Alaska commercial fisheries.

V.



Analysts of Costs and Benefits

in fish feed. The addition of finfish farming could eventually bring fish feed demand
to levels high enough to sustain in-state fish feed production.

Current waste disposal practices by fish processors may not be tolerated by regulatory
agencies in the future; development of in-state fish feed production for the finfish
farming industry could utilize this waste. In addition, fish processors might purchase
some currently underutilized species of fish for use in fish feed.

Finfish farming could provide an alternative source of revenue for hatcheries,
although the task force does not advocate State and private nonprofit hatcheries
moving away fiom their original purposes.

Benefits from finfish farming would not accrue immediately upon authorizing the
industry. If legislation were passed in 1990 allowing finfish farming, eggs would not
become available until 1992 at the earliest because of the need to allocate eggs for
that purpose. Fish would enter marine pens in the spring of 1993 anil would not
reach market size for another eighteen months. Therefore, finfish farms would not
achieve a positive cash flow until late 1994, at the earliest. (See the time line in
Appendix A for a complete explanation.)

Recommendation

The State of Alaska should not subsidize finfish farming beyond the amount needed
to regulate the industry.

ECONOMIC VIABILITY OF FINFISH FARMING IN ALASKA

Concern

Will the present economics of finfish farming constrain the ability of individuals to enter
the industry?

Findings

Finfish farming is a high-risk industry for which there are very few insurers.

People with no experience in fish farming or cultivation will probably be uninsurable.
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¢ Insurance tor unanticipated losses will be a requirement for obtain ng conventional
financing for finfish farms.

d.  Growth rates and food conversion rates of farmed fish are very important factors that
influence the cost of growing fish to market size.9

e. Low water temperatures that characterize Alaska waters slow growth rates and, by
extending the time needed to grow fish to market size, may increase the debt service
cost assc eiated with finfish farming.

f. There a.e economic incentives toward vertical integration in salmon farming to take
advantage of all profit centers.

g. A few small, family-owned, fresh water farming facilities exist in Washington; they
cater to specific market niches.70

h. Net pen farms in the Pacific Northwest are, for the most part, owned by corporations
and are capital intensive.

I For a two-acre net pen farm, it is estimated that capital of at least SI million over
a 30-month period would be needed before a cash flow from market-sized salmon
vould begin.

. High capitalization and other costs required for finfish farming may limit its growth
in Alaska.

k. The present poor world-wide economic climate for farmed fish will limit entry of
Alaskans into the finfish farming industry and may help avoid the noom and bust
cycle experienced by the finfish farming industry in British Columbia.

This finding is also contained in Chapter 7, in the section on marketing opportunities
for farmed Alaska salmon.

Phis finding is also contained in Chapter 7, in the section on marketing opportunities
for farmed Alaska salmon.



Chapter 7
MARKETING

There have been major changes in world markets for Alaska finfish recently. In 1982.
Alaska produced 59 percent of fresh and frozen salmon (include s Chinook, coho, sockeye,
and pen-reared) in the world; pen reared salmon accounted or 5 percent. In 1987,
Alaska produced 43 percent of fresh and frozen salmon; pen reared accounted for 32

percent.
Neither the potential for finfish farming in Alaska nor its impacts on the commercial

fishing industry can be properly evaluated without considering the marketing issues
involved. Nor is it possible to evaluate the impact of the industry to the state without
considering other alternatives for Alaska to respond to the widespread availability of
farmed salmon on the world markets.

MARKET POTENTIAL FOR ALASKA FINFISH FARM PRODUCTS
Concern

What is the market potential for Alaska farmed finfish?

Findings

a.  Species of finfish that have been commercially reared in net pens and are indigenous
to Alaska include chinook and coho salmon, tainbow trout, steelhead, and Arctic char.
Other indigenous species with the potential t > farming include sablefish (black cod),
grayling, sheefish, and sockeye salmon.

b.  Black cod anu halibut farming are still in the research and development phase, but
are very promising.

¢. Alaska farmed finfish will have to compete in already crowded world markets.

d.  There are some market niches (for example. Arctic char) that have yet to be
exploited.
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0.  Some finfish farmers in Washington and British Columbia have stopped raising
ehinook and coho salmon (species indigenous to Alaska) in favor of Atlantic salmon
for economic reasons.

f. Feed composition can be used to modify color anJ nutritional quality of farmed
salmon to increase its market value.

0. At current prices, there is an estimated surplus ol 100,000 metric tons (about 14
percent of demand) of salmon on world markets, iesulting in continued downward
pressure on prices.

h.  Prices for farmed salmon have fallen during 1989 along with the prices for wild
salmon. Salmon filling specific market niches have been able to avoid dramatic price
drops, e.g., pan-size coho salmon.

1 On the average, a farmed finfish will cost more per pound to produce than a wild
fish.

] Production of pen-reared salmon has recently outpaced market demands for fresh
fish, and a considerable volume is now entering the frozen market. Fresh and frozen
Atlantic salmon now compete 'th Alaska sjekeve and coho in the Japanese market.

k. World production of farmed salmon in 1989 exceeded projections. Norway had
projected farmed salmon production of 120,000 metric tons in 1989, up from 89,000
metric tons in 1988. Norway’s actual production in 1989 is now estimated to be
150.000 metric tons.;/

1 Projections for world-wide production of farmed salmon in 1990 are 186,000 to
220.000 metric tons.

m. Alaska is a price taker in a world dominated by pen-reared salmon.

n.  There is presently room for expansion in the market for high quality, fresh finfish.
especially in the Midwest.

11 David Aiken, World Aquaculture, 'The Economics of Salmon Farming,” Vol. 20(3),
September 1989, p. 15.
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Marketing

Downward pressure on prices will persist as a result of increased production of both
wild and farmed salmon.

o

p. Currently, the demand for pan-sized (under 2 Ibs.) salmon and salmon over 6 Ibs. is
good; there is little market demand for salmon between 3 and 6 Ibs.

g. Growth, survival, and food conversion rates of farmed fish are very important factors
that influence the cost of growing fish to market size.-

r. Small, family-owned, fresh water farming facilities exist in Washington; they cater to
specific markets.

A guaranteed year-round supply of fresh Alaska salmon (wild and farmed) could
enable processors to attract and hold customers, who prefer certainty of supply from
a single source.

w

COMPETITION BETWEEN FARMED FISFI AND ALASKA COMMERCIAL FISHERIES

Concern

Will salmon farming in Alaska tend to undermine the price of wild salmon, adversely
affecting Alaska’s existing commercial fishing industry?

Findings

a.  Markets for Atlantic and Pacific salmon raised in fish farms overlap with salmon
taken in the Alaska fishet'es. As production increases, competition will increase. (Se *
Appendix B.)

12 This finding is repeated in Chapter 6, in the section on the costs and benefits to the
finfish farming industry.

7 This finding is repeated in Chapter 6, in the section on the economic viability of
finfish farming in Alaska.



Chapter 7

b.

Some market-niche .isheries have been hit harder than others; troll-caught salmon,
I'or example, histori ally have earned a premium price on fresh and quality-sensitive
markets but now face stiff competition from pen-reared Atlantic salmon.

Alaska has lost most of its European market for salmon for smoking to farmed
Atlantic salmon from Norvay and Great Britain.

Alaska salmon has been displaced in U.S. fresh salmon markets east of the
Mississippi River by farmed Atlantic salmon grown in Norway and on the coast of
Maine and in Canada’s Maritime Provinces.

Alaska salmon has been displaced in U.S. fresh salmon markets west of the
Mississippi River by farmed Atlantic salmon grown in Washington, British Columbia,
and Chile.

More pen-reared salmon is appearing in frozen salmon markets; an estimated 17,000
metric tons will be sold in the Japanese frozen market in 1989. Alaska frozen salmon
sales to Japan compare at 100,000 metric tons in 1989,

The existence of a finfish farming industry jn Alaska would preclude the use of a
marketing strategy that equates Alaska salmon with wild salmon and emphasizes its
desirability as a natural product/4

Competition in w arid markets between farmed salmon and Alaska wild salmon will
continue to occur whether or not Alaska permits finfish farming.

MARKETABILITY OF ALASKA SALMON

Concern

What strategies exist for improving the marketability of Alaska salmon, especially those
species that compete v ith farmed salmon?

This finding is repeated in Chapter 6 as finding d in the section on costs and benefits
accruing to Alaska and its residents.
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Murtxruig

Findings

d.

-—h

The three most important factors affecting the marketability of Alaska wild salmon
are price, consistency of supply, and quality.

Market forces will determine the price of Alaska wi> 'imon.,

No biological strategy exists for improving the consistency of supply of Alaska wild
salmon throughout the year.

Strategies for improving the marketability of Alaska wild salmon are limited to
focusing on quality.

Alaska does not have a mandatory quality inspection gram.

On world markets, Alaska salmon are perceived as ot emg of consistently high
quality.

Improved quality assurance and inspection programs would improve the position of
Alaska salmon in world marke's.

New markets can be developed for profitable value-added finfish products such as
easv-to-prepare specialty items.

Negative public perceptions about chemical additives associated with farmed salmon
may enhance market opportunities for Alaska wild salmon.

Recommendations

1

2.

Alaska must develop a strategy to respond to its eroding market share for salmon
sales.

A mandatory quality assurance and inspection program for the Alaska salmon
industry that would include catcher boats, tenders, and processors should be
implemented as soon as possible.

In conjunction with improved quality, marketing efforts should be expanded to include
an aggressive, world-wide marketing program, extolling the virtues of Alaska wild
salmon.
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Chapter 8
GENERAL FINDINGS AND RECOMMENDATIONS

Throughout their deliberations, the foremost consideration of the members of the
Alaska Finfish Farming Task Force has been to ensure that Alaska’s stocks of salmon and
other species of fish and their pristine environment a e not jeopardized. To this end, the
task force evaluated all of the major issues; it invited testimony from more than two dozen
individuals who are authorities on specific aspects of finfish farming (Appendix C) and
reviewed dozens of relevant documents (Appendix F). The products of these examinations
are a series of factual findings and recommendations concerning specific issues based on
these facts. The issues and recommendations are summarized as follows;

The environmental and biological impacts of finfish farming can be minimized through
careful attention to proper siting and enforcement of the conservative regulatory policies
outlined in Chapters Two and Four.

Current fisheries management techniques are designed to minimize disease and
genetic problems. Risk management of disease and genetic problems found in finfish
farms would be no different than for current fisheries management.

The State should retain ownership of its valuable finfish stocks. Ultimately, the goal
of finfish farming broodstock development is to use farmed fish as broodstock, thus
minimizing continued dependence on publicly owned broodstock. The preferred initial
source of initial broodstock is surplus hatchery eggs. Other sources include overescape-
meﬂt. cost recovery fish from nonprofit hatcheries, and allocation by the Board of
Fisheries.

The cost of providing adequate regulation of a finfish farming industry would be high,
bul successful development would bnng employment and other benefits to Alaska.
Although development of finfish farming eventually might bring in enough revenue to offset
the costs to the State, costs would accrue to the State from the permitting and regulatory
programs even if the industry fails. The Legislature is the appropriate body lor deciding
where to rank development of finfish farming in its funding priorities at a time when State
revenues remain low and show signs of future declines.

Current market conditions for farmed salmon are poor. However, a developing
finfish farming industry in Alaska may find some marketing opportunities.
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Chapter S

Markets for Alaska seafood will be adversely affected by the global development of
salmon farming, regardless of what happens to salmon farming in Alaska, and a long-term
strategy to improve the marketability of Alaska salmon should be developed.

As directed by the enabling legislation, the task force examined various finfish farming
activities. It has determined that risks differ among these farming activities. When
compared to marine pens, the impacts of uplard enclosed systems are greatly reduced by
isolation, species limitation, and fewer potential user conflicts.

The potential genetic and socioeconomic impacts of rearing non-salmon species of
finfish in marine net pens also appear to be le s than those involved with salmon net pen
culture, although farming of most of these spe< ies is still in the research and development
phase.

The task force did not address some of the specific concerns expressed in written
public comments on the draft report, because these issues are already covered by existing
regulations (e.g., disposal of dead fish in hatcheries, use of antibiotics and food additives,
and treatment of diseased fish).

The task force concludes that the findings, Alaska’s unique position as a leading
seafood producer, and the broad range of potential types of finfish farming activities do
not support an unequivocal "yes" or "no" as to whether any particular type of finfish
farming should be permitted. That is a political decision that will have to be made by the
Legislature. Further study and debate are unlikely to change significantly the task force’s
findings of fact; consequently, there is no reason to extend the current moratorium beyond
its expiration date of July 1990. Therefore, the task force's final recommendation is as
follows:

The Legislature should resolve the issue of finfish farming by statutory
permission or prohibition before the moratorium expires.

If the Legislature decides to allow finfish farming, it is imperative that the necessary
regulatory framework be in pla- e in advance of any farming activity. If this caveat is
satisfied, the task force concludes that fish farming would have little or no adverse effect
on wild stocks in the environment. Most of the necessary regulations can be adapted or
extended without change fron those that are already in effect for the State’s ocean
ranching and hatchery prograi is. but additional funding must be provided to extend them
to fish farming.
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General Findings and Recommendations

SUMMARY OF RECOMMENDATIONS

Chapter 2

Disease

L The finfish farming industry can be accommodated without significant threat of
disease to wild and hatchery stocks if the State continues to meet its responsibilities
in fish disease control and if monies are provided for additional health services or
private pathological services are created.

2. Current policies prohibiting importation of live salmonids, including gametes, should
be placed into statute and rigorously enforced.

3. To ensure adequate con'rol of disease in the finfish farming industry, the State will
need to provide for the development of private pathology services or increase staff
and funding for existing State services.

4, If the State allows private pathology services, there should be a licensing or
certification process.

5. Water discharged from upland marine and fresh water facilities should be screened
and the effluent treated.

Genetics

1 The existing State genetics policy Is adequate to protect the genetic integrity of the
state’s fisheries and should be rigorously applied to fish farming.

2. Current policies prohibiting imr live salmonids, including gametes shot id
be placed into statute and rigor; Jreed.

3. The State should not permit the siting of finfish farms within a 20 kilometer radius
from the mouth of a stream that has significant production of the same species,

4, The task force concurs with the Alaska Chapter of the American Fisheries Society

resolution on genetic sanctuaries:
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Chapter 8

One reiommendation for the protection of wild stocks in the Genetic
Policy  the establishment of wild stock sanctuaries. These sanctuaries
would :)e areas in which no enhancement activity is permitted except
gamete removal for broodstocic development. Populations of fish in these
areas would represent "gene banks" of wild-type genetic variability.
Sanctuary status could also be a conservative use status for the protection
of particular significant or unique wild stocks.

5. The State should form an ad hoc committee to determine whether the State is strictly
adhering to its genetics policy.

Chapter 3
Ownership of Broodstock
1 The State should not permit private ownership of broodstock.

2. All finfish gametes should remain in the ownership of the State by requiring that
hatchery production for finfish farming be done under State permit and authority.

3. All hatcheries within Alaska should be operated under nonprofit status.

4, A new permit allowing the cultivation of eggs and the sale of smolt to tne finfish
farming industry should be required. Existing hatcheries may be limited or precluded
from participation by the conditions of their existing permits.

5. The State should create a new statutory authorization for the operar‘on of finfish
farming hatcheries.

6.  There should be a statutory ban on the export of indigenous finfish s ocks.

Sources of Broodstock

L All finfish gametes should remain in the ownership of the State !y requiring that
hatchery production for finfish farming be done under State pcrru't and authority.
Cultivation and in-state sale of broodstock and smolt by finfish farmers should not

he prohibited.



General Findings and Recommendations

2. The finfish farming industry should develop its own stocks under new State provisions
for nonprofit finfish hatcheries.

3. New private nonprofit hatcheries under State authority would be required to rear
broodstock for finfish farming operations.

4, The preferred initial source of broodstock is surplus hatchery eggs Other sources
include overescapement, cost recovery fish, and allocation by the E,ard of Fisheries.

Chanter 4

Environmental Impacts

L

User

The State should use existing siting guidelines to develop a set of criteria specifically
applicable to finfish net pen farming in Alaska. These include the State of Washing-
ton’s Recommended Interim Guidelines for the Management of Salmon Net-Pen
Culture in Puget Sound and the Alaska Department of Natural Resources’ Etolin
Island Area Mariculture Pilot Project. Guidelines for siting should also reflect the
Alaska Department of Fish and Game’s disease and genetics policies.

The State should use the Consistency Review Process of the Alaska Coastal Manage-
ment Program in permitting finfish farm sites. The Alaska Coastal Management
Program provides "a framework for local and public participation in State decisions,
and a mechanism for the resolution of conflicts between government agencies,
individuals, and local communities." However, special piovisions for public notice of
finfish farming permit applications, including requirements for newspaper display ads
with location maps and direct agency notification to interested parties, should be
developed to encourage the greatest degree of public involvement.

Only nonlethal predator control measures, such as bird and mammal exclosure nets
and electric fences, should be allowed for finfish farming.

Conflicts
Area planning represents the best method of determining consistency of uses.
However, where area plans do not exist, the consistency review process must allow

for expanded public review to ensure consistency with activities that do not require
State permits.
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Chapter 8

2. Fish farms and ancillary use of adjacent uplands mi > be compatible with zoning and
designated uses of the uplands. No finfish farmi* g should be permitted in waters
adjacent to State and federal parks.

Chapter 5

1L The State should reduce its regulatory expenses by encouraging the use of private
pathology services.

2. The finfish farming industry should pay economic rent for use of public resources.
Forms of rent include local and state property taxes, state income taxes, sales taxes,
permit fees, tideland leases, and a raw fish tax of three percent of the farm gate

value.
3. Special provisions for public notice of finfish farming permit applications, including
requirements for newspaper display ads with location maps and direct agency

notification to interested parties, should be developed to encourage the greatest
degree of public involvement. Applicants should bear the cost of these public notice

provisions.
Chapter 6
Costs and Benefits Accruing to Alaska and its Residents

1 The State of Alaska should not subsidize finfish /arming beyond the amount needed
to regulate the industry.

Chapter 7
Marketability of Alaska Salmon

1 Alaska must develop a strategy to respond to its eroding market share for salmon
sales.

2. A mandatory quality assurance and inspection program for the .Alaska salmon

industry that would include catcher boats, tenders, and processors should be
implemented as soon as possible.
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General Findings and Recommendations

3. In conjunction with improved quality, marketing efforts should be expanded to
include an aggressive, world-wide marketing program, extolling the virtues of Alaska
wild salmon.

Chapter 8

L The Legislature should resolve the issue of finfish farming by statutory permission or
prohibition before the moratorium expires.
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APPENDIX A

PRODUCTION SCENARIO FOR A 200 METRIC TON CHINOOK SALMON FARM

Appendix A presents a scenario for the operation of a hypothetical salmon farm
in Alaska if enabling legislation were passed in 1990. The scenario is composed of 1)
estimated timelines for the development of a marine net pen salmon farm and a fresh
water hatchery; 2) an overview of the production of salmon, including a growth/mortality
model, a production schedule, an<_a feeding and marketing model; and 3) an economic
review, including a cash flow/operating expenses model and a brief discussion of the
economic returns to the state.

The scenario assumes that the most economically viable finfish farm in Alarka
would be a salt water net pen salmon facility with the following characteristics:

a. The size of an individual farm site, whether a family-operated farm or a
corporate farm, would be between one and two surface acres. It would
produce between 200 and 400 metric tons annually (100.000 to 200,000
fish), depending on the size of the fish and production.

b. The farm could be operated by a family with some part-time labor or by
a corporation with three to five full-timei employees.

C. Major infrastructure for a 200 metric ton farm includes six to eight 15x15
meter steel or plastic net pens, nets for each pen, anchors and lines for
the farm, work boat, and a storage facility for supplies and fish feed.

l. ESTIMATED TIMELINE FOR THE DEVELOPMENT OF A CHINOOK SALMON
FARM IN ALASIA

Table 1 provides an approximate timeline for the major steps in .he development
of a salmon farm, assuming that legislation providing for finfish farming *s enacted in the
1990 legislative session. It includes the time frame for the development of the marine
pen facility and for the development of a fresh water hatchery to serve the farm



Table 1. TIMELINE FOR ESTABLISHING AN ALASKA FINFISH FARM

ACTIVITY TIME

Finfish Farming Legislation enacted into law'
Finfish Mariculture Regulations Adopted2
Potential Applicants Identify Farm Locations.

Broodstock Sources and Permit Requirements
DNR Publishes Notice of Districts Open for Applications2
State Agencies Accept Consolidated Finfish Farm Applications
State Review of Applications
All Necessary Permits Issued
Secure Supplier of Smolts (State or PNP Hatchery)4
Smolt Supplier Begins Fresh Water Growth of Eggs/Fry
Net Pens Placed in Water5
Smolts Delivered to Marine Farm Site6
Harvest/Sales Bogin7

rAs»'jmes legislation enacted at the beginning of new fiscal year.

effective date of enabling legislation.

:Assume; agencies can promulgate regulations (similar to existing Aquat ¢ Farm Regulations) in six

months

AAssumes finfish farming permit process to be similar to existing Aquati

4Assumes smolt production to bo contracted out to an existing State or PNP h2tchery. Eggs could

July 1990
January 1991
July 1990 - April 1991

Prior to April 1, 1991

April 1, 1991 * June 1991
June 1, 1991 - Dec. . 1991
December 1, 1991
Winter/Spring 1992

Fall 1992

Spring 1993

April « June 1993
November 1994

Could fa earlier depending on

Farm permit process.

be surplus to the natcnery. from cost recovery fish, or egg take from surfius wild Jtock.

5il surplus smolts were available, pens could go into the water as early as spring 1992.

6Assumes one year of fresh water growth for smolt before going mtc salt water.
is to use 'jero check* smolt (no over winter of fish in fresh wator, instead fry are placed directly into salt

water).

'Saios begin after 19th month in marine growout facility and continuo in.o tho 25th month

A-2
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TABLE 1. (CONTINUED)

ACTIVITY TIME

Development of Fresh Water Hatchery Facility:

Identify Source of Fresh Water and Location of Hatchery8 July 1990 - January 1991
Application for Fresh Water Hatchery Permits January 1991

Permits for Finfish Farm Hatchery Issued November 1991

Eggs Placed into Hatchery9 July - October 1992
Smolt from Finfish Farming Hatchery Placed into Salt Water Pens April  June 1S93

Egg Take from Captive Broodstock July - October 1995, 1996

8Assumes the fish farm company will develop its own fresh water hatchery at the same time as it
develops the marine growout facility.

9Assume sources of eggs to be from one of the following: surplus eggs from existing hatcheries,
cost recovery fish from PNPs, or wild egg take.
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Il. PRODUCTION OVERVIEW

The production cycle includes the following:
-egg take or purchase of fertilized eggs,
-incubation of eggs and the product on of fry.
-fresh water rearing of fry to smolts
-marine growout of juvenile salmon to market size, and
-marine growout of mature salmon forbroodstock.

1 EGGS AND SPAWNING

Initial sources of eggs before a farm develops its own broodstock include
purchase of either surplus eggs or eggs from cost recovery fish from existing State or
private nonprofit hatcheries. A farm that produces 200 metric tons annually will require
100.000 smolt. Fifty-seven female chinook salmon would be required to produce
100.000 smolt, assuming 2,500 eggs per individual salmon and a 30 percent mortality
rate from egg to smolt. [100,000 smolt/(2,500 eggs/female x 70% survival rate.]

Assuming a conservative male/female ratio of 1:2, a 200 metric ton farm will
require about 85 Chinook salmon. Thus, for a 10,000 metric ton industry, 4,250 adult
chinook salmon are needed for broodstock annually.

2. SIZES OF FISH

When fry emerge from the substrate anc start feeding, they average about 0.4
grams each and are transferred into a freshwaer raceway. At an average weight of
twelve grams, they are transferred to the growcut net pens in sea water. When they
reach six to eight pounds, they are slaughtered and sold.

3. SCHEDULING THE PRODUCTION CYCLE

Scheduling is based primarily on the phys'ological activity of the fish in the
different phases of operation and secondarily on economic considerations (e.g., when
to harvest). Table 2 provides an outline of one complete production cycle. This table
can be cross-referenced with Tables 3 and 4 to determine the sizes and the biomass
of the production at various stages of the production cycle.



TABLE 2. PRODUCTION SCHEDULE FOR A SOUTHEAST ALASKA CHINOOK SALMON FART/

TASK JASONDJFMAMJ JASONDJFMAMJ JASONDJFMAMJ JASONDJFMAMJ

FRESH WATER GROWTH
*EGG TAKE1
*SPAWNING
*FERTILIZATION

*HATCHING2

*FRY EMERGE

FROM INCUBATORS
*TRANSFER TO PONDS
*START FEEDING

*SMOLTING
*TRANSFER TO SALT

WATER CAGES4

SALTWATER GROWTH
« FEED FISH
« SEPERATE BY SIZE
* MAINTAIN PROPER
DENSITY
* MAINTAIN FARM

HARVEST/SALES START5 -

BROODSTOCK

* SPAWNING

* FERTILIZATION

* INCUBATION IN FW

NOTES

" Wild egg lake or purchase from existing hatchery (state or PNP) until development of own broodstock
2 50 to 75 days after fertilization (900 Temp. Units)
100 to 150 days after fertilization
‘I Smolting occurs 60 « 150 days after emerge from incubator
5 Sales begin after 19th month in marine growout facility



4, GROWTH AND MORTALITY MODELS

Growth and loss patterns are presented in Table 3 for the freshwater rearing
stage and Table 4 for the salt water rearing stage. These tables can oe used to aid in
planning management strategies for stocking, transferring and grading farmed fish,
installation of net pens, and timing sales. The tables assume a strategy of getting the
largest smolts possible into saltwater as early in the year as possible to take advantage
of seasonally warming ocean waters. The strategy also times sales in the winter
months when wild salmon are in short supply.

The data in Tables 3 ana 4 are based on the following assumptions:

a. The average size of fry is 0.4 grams when "buttoned up,” during the month of
November, and they are transferred to salt water as 12-gram (average) smolts.

b. The farm will experience a monthly mortality rate of one to two percent (fresh
water cumulative mortality of approximately six percent and a salt water
cumulative mortality of about 34 percent).

C. The average water temperature is approximately 12 degrees C for fresh water
growth, and in salt water, the average temperature is 10 to 15 degrees C during
summer months and above 6 degrees C in winter. (These temperatures were
taken from data for mean monthly sea surface temperatures in southeast Alaska.)

d. Salt water growth rates for Chinook salmon are based on actual rate;
experienced in northern B.C. and at the NMFS Little Port Walter station in
southeast Alaska.

e. Mortalities assume fish losses due to disease, precocity, predation, algae blooms,
and unknowns. The model uses a B.C. industry-wide standard of two percei t
average morality per month. Column 10 in Table 4 presents the cumulative
mortality expressed in percentage of the original number of fish.
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TABL& j.  GHORTH/SQSTALITT SCDsL FOH F5s33 m i 3SABI5G

5Q05L OF A *.00.000 1ISH :AlQ! FA3I
CST9S 11 HOHBIS OF  AFC WEIGHT ~ OAILT GROWTH \ SOHTALITT

HOR73 03D FISH nsi (gi  RATH (Assuaed)
SoTeiber ‘start feed) 0 113000 0.A 0.000 0
Oeceiber P o110%0 1.1 0.034 2
Jaouarr 2 109533 2.7 0.030 1
February 3 103535 5.0 0.021 1
march A 107A51 3.0 0.015 !
April 5 105375 12.0 0.014 k
TiBLS /.  G20HTH/SORTALITT "ODKL FOR BABXSB GROR OUT
SODEL OF A 100,300 FISH (IUTIAL) PACIFIC SALiOH FASH 1B SOOTHFAST ALASKA
SOIT3S 11 JOIBFR OF  A7. WEIGHT/ DAILT GROWTH  BIOHASS ~ HOSTALITT  SUS3SR 3135ASS i
SQITS/T3 32CR00T FISH FISH (Ibs.) RATH (1) (Ibs.) I Assuied  FISH LOST 1037
January (Tear I)
February
Harch
April 0 100000 0.025 2600 3 0
Hay 1 35000 3.051 2.246 4345 5 5000 *Ed
June ? 32150 0.100 2.244 9215 3 2350 235 "
July 3 31229 0.19% 2.226 17790 1 922 153
August A 30315 0.381 2.233 34410 1 912 3
Septeiber 5 39A13 0.510 0.972 45601 ! 903 <5l
October 5 38519 0.501 0.547 53200 1 3% 537
Roreiber 7 8753A 0.702 0.515 61519 1 385 521
Deceiber 3 36757 0.301 0.440 59493 1 315 “m
January (Tear 2) 9 85022 0.900 0.388 76520 2 1735 mtit .
February 10 33322 1.001 0.355 33405 2 1700 ¥
larch u 32139 1.201 0.607 93039 1 33 “jo:
April 2 31654 1.(50 0 528 113412 1 325 "IBs
Say Ik 30347 1.800 0.721 145525 1 317 147J
June H 30039 2.500 1.225 203100 1 303 1132
Juiy 15 73233 3.504 1.088 235574 1 300 :3%5
August 5 77553 A.350 0.527 3317192 2 1535 -334
Septeiber 7 75324 A.305 0.332 351931 3 2330 1%
October 13 73317 5.405 0.392 398933 2 1506 M43
Soreiber (Sales Begin) 19 73079 5.955 0323 435137 1 738 4395
Seceiber 20 72343 5 057 0.057 433214 1 731 <42:
January (Tear J) i} 70901 5.205 0.031 440014 2 1447 5330
February 58774 5.305 0.053 433622 3 2127 124i!
Sarch 73 53037 5.406 0.053 436163 1 538 ui?
April 24 55725 7 007 0.299 457541 2 1352 *542
Say 55053 T 303 0 361 515773 I 557 .



5. FEEDING AND MARKETING MODEL

The feeding and marketing model presented in Table 5 projects feed
cor sumption, weight of fish, and sales revenue over the production cycle. It can be
us 3d to plan feed purchases, storage capacity, and sales revenue.

The model assumes an average conversion rate (pounds of feed required to
produce one pound of salmon flesh) of 1.7, with a range of 1.3 to 1.9. This rate is
based on actual data from the NMFS Little Port Walter research.

The model utilizes feed cost assumptions for extruded feed from Moore-Clark in
LaConne , Washington. Extruded feed is more expensive than dry feed ($.46/Ib. versus
$.32/lb. FOB Sitka, Alaska).

The model assumes sales occur after the fish reach a six pot nd average to
obtain maximum value for the crop. Thus, sales begin in November (he 19th month)
of the second year in salt water and continue at a rate of 15 percent of the biomass
through May (25th month).

. ECONOMIC CONSIDERATIONS AND BUDGET ANALYSIS

Cash flow requirements for a 200 metric ton southeast Alaska Chinook salmon
farm are presented in Table 6. Growth, mortality, and feed conversion rates and sales
are from Tables 2, 3, and 5.

CAPITAL EXPENSES

Pens. The analysis assumes the use of premanufactured steel net pens,
assembled and installed by the supplier. Two 15x15 meter net pens, necessary for
enitial smolt growth and required for the first year, cost $19,000 each. A total of four of
hese pens are required by the start of the second year. Tw'- ‘arge 33 x 33 meter pens
valued at $38,000 each are needed during the second year. Cost data are from Viking
Pacific Seacage Systems (Oppdrett Service Canada LTD) ir North Vancouver, B.C. The
cost includes 'he cost of anchoring the cages. Also included in the model are two 15
x 15 meter wooden net pens in the second year to be used as mobile enclosures to
transfer fish from one pen to another and for grading fis \

Nets. Nets for smaller pens are assumed to cost $3,000 each; the larger pens
require nets assumed to cost $10,000 each. A space net is planned for each size. The
cost also includes the price of a predator net. Nets havr a life expectancy of five years.
Replacement costs are included.

Power Plant. The model includes the purchase of a 20 kilowatt generator. Cost
of maintaining and rebuilding it are included.

Boat. The model assumes a work boat is needed at a cost of $14,000 for boat
and motor. Anothei $5,000 is needed every two years for motor replacement. A
replacement boat is planned for year six.



TABLE 57  FEBDIHG/HAHEETIHG HUDEL

HObEL OF A 100,000 FISB (I11TIAl.) PACIFIC SALADS FASH 18 SOOTHFAST ALASIA
. FEED CUHULATIVE  FEED COST/ CUSULATIVE  HOBHEK GROSS
HUSTHS 1S H1OHASS  COHYEBSIOS  COSSUBITION  FEED HOHTH FEED OF FISB A HEIGHT/  IKICE  SALES
HOHTBIYS GIOHO0T (Ib3.]  KATE (1os./vonth) COHSUUITIOB (T0.IB/10) COST 0L FISH (10s.)  (I1Mb)  BEVEHUES
January (Tear U
February
Harch
April 0 2,600 0 0 0 0 10 0 003 S0 00 10
Bay 1 4.84b 1.3 2,919 2,919 1,343 1,343 0 005 0.00 0
June 2 9,21b b 6, bbb 9,474 3,015 4,358 0 010 0 00 0
July 3 17,790 1.5 12,862 22,335 5,916 10,274 0 02 0 00 0
August 4 34,(10 1.5 24,931 47,267 11,468 21,743 0 0.38 0 00 0
Sopteiber 5 4h, 601 1.6 17,904 65,171 8,236 29,979 0 0.51 0.00 0
October 6 h3,200 1.6 12,159 77,330 5,593 35,572 0 0 60 0.00 0
Hoveiber 7 61,519 16 13,310 90,640 6,123 41,69 0 070 0.00 0
Deceiber 8 69,493 17 13, bbb 104,196 6,236 17,930 0 0.80 0.00 0
January (Year 2) 9 76,020 1.7 11,946 116,142 5,495 53,425 0 09 0 00 0
February 10 83,40b 17 11,700 127,847 5,364 58,810 0 100 0 on 0
Harch 1 99,069 1.7 26,628 154,475 12,249 71,059 0 1.20 0 00 0
April v 116,412 1.7 32,864 187,359 15,127 86,165 0 145 0 00 0
Hay B 14b,b2b 18 48,802 236,161 22,449 108,634 0 180 0.00 0
June “ 208,100 1.8 112,636 348,797 51,813 160,447 0 2 60 0 00 0
July Ib 28b,b74 1.8 139,453 488,251 64,149 224,595 0 3 60 0 00 0
August 16 337,792 1.8 93,992 582,243 43,236 267,832 0 43 0.00 0
Septeiber i 361,931 I.B 43,449 625,693 19,987 287,819 0 4.81 0.00 0
October 18 398,983 1.8 66,693 692,386 30,679 318,498 0 5.41 0.00 0
Hoieibcr (Sales Begin) 19 37h,637 1.9 83,980 776,366 38,631 357,128 10,000 5.9 $2.06  J122,6/3
Deceiber 20 317,680 19 58,492 834,858 26,906 381,035 10,000 6.06 2.41 145974
January (Year 3) 2 2h6,92b 1.9 8,291 843,149 3,814 387,849 10,000 6.21 2 VI 171906
Februari 2 190,143 1.9 8,780 851,929 4,039 391,887 10,000 6 31 2.77 174649
Barch 23 127,197 19 3,820 855,753 1,759 393,647 10,000 6 1l 21 177146
April il 66,277 19 2,001 857,755 91 394,567 10,000 70 2T 194094
Bay 20 0 19 0 857,755 0 394,567 9,459 7.81 21 216262
TOTAL 857/55 1394,56/ 69,459 1203023

Rule  Sales are assuu-J la Login is Kleiber uf the second year (19lh »anlh) anJ Continue al a

ral_e of 10,001) finh/iiiitb through Hav of yoar 3 (2blb lunlb)
e pri1n an fur found fuh teld in pe tildion.
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TASuUE 6

YEARLY CASH FLOW PROJECTIONS
FOR 200 METR 10 TON ANNUAL PRODUCTlON
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Equipment. This category covers everything from diving gear and hydraulic
winches to water testing equipment and rain gear.

Accommodations. The model assumes the farm will conduct support activities
from a barge attached to the net-pen structure. The facilities include living quarters,
storage shed for feed, work shop, lab, and office. It is budgeted to cost $100,000.

Depreciation. Net pens, accommodations, power plant, and boat are
depreciated at 10 percent per year for a ten-year useful life.

OPERATING EXPENSES

Smolts. The model assumes the farm will initially purchase smolts until its own
broodstock mature. The cost per smolt is assumed to be $.50.

Feed Costs. Costs are based on quotes from Moore-Clark's Washington plant
for container shipments from Seattle, with freight rates for delivery in Sitka provided by
Lynden Transfer.

Labor. The cost of a farm manager is budgeted at $50,000.The salaries of five
production employees (production supervisor, two culturists, and two laborers) are
budgeted at $104,000 per year. The culturist and laborer positions are budgeted at $8
per hour. For both the laborer and culturist positions, one eight-hour shift per day is
required during the six months of reduced daylight, and two eight-hour shifts per day
are required for the other six months. Supervisor wages are budgeted at $10 per hour
and the position is full-time year round.

Insurance. Insurance coverage for fish stocks is calculated at four percent of
the market value of the fish held in net pens, which is the B.C. industry standard.

Medicine/Veterinarian. This $8,000 is based upon the expenses of a B.C. farm
for vaccinations and pathology services performed by private veterinarians and
pathologists.

Sales revenue. The model assumes a farm site price of $2.77 per pound round

weight.
ECONOMIC RETURN TO THE STATE OF ALASKA

The state will receive economic rent from the finfish farming industry in the following
ways:

Aquatic farm product tax for finfish. This revenue is estimated to be three
percent of the I'armgate value (gross sales). This tax is similar to the raw fish tax. For
a farm that produces 200 metric tons annually, the estimated annual gross sales
revenue is $°.203,000 (from Table 6, assuming the farm is operating at capacity). Thus,
the aquatic farm product tax for a 200 metnc ton farm would be $36,090 annually. For
a 10,000 metric ton industry (fifty 200 metric ton farms), the total annual farm product
tax is estimated at $1,804,500. Note that the revenue from this tax is split evenly
between the local municipality or borough and the State.
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Tideland lease from the State. Currently, there are no tideland leases from the
State for shellfish farms; as a result, no estimates are available. However, the revenue
to the State from the tideland lease is based on the appraiseu fair market value. An
average farm of two surface acres would lease the amount of tideland utilized, *fhich
includes the area up to location of the anchors. Thus, depending on depth, ci rrent,
and location, the area of the lease would range from approximately 10 to 20 acres per

farm.

Permit fees. Cur.ent fees include a $50 filing fee, $100 annual permit fee, and
a $50 per acre fee if utilizing a permit rather than a lease for tideland use.

Corporate incon e tax. Estimated at $4,500 up to the first $90,000 of net
income, plus 9.4 percen' of all net income over $90,000.

Local property tax. Varies depending on the municipality or borough in which
the farm is located.

Local sales tax or raw fish tax. This revenue varies depending on whether the
local taxing authority has a sales or raw fish tax, and whether the farm is locatec inside
a local taxing authority (municipality or borough).
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APPENDIX B

IMPACT OF FARMED SALMON PRODUCTION ON SALMON PRICES

Increased worldwide production of farmed salmon has put downward pressure on the price of
Alaska wild salmon. Alaska's salmon fishermen are concerned that production of Alaska farmed salmon
will further this price erosion. With available data, we can estimate a range for the lost revenue to
Alaska commercial fishermen resulting from an increase in the production of farmed salmon.

In Appendix A, the operation of a 200 metric ton salmon farm is described. The task force has
envisioned that over a period of 5 to 15 years from the date finfish farming may be permitted, the
industry will grow slowly from 10 to 100 fully productive farms of about 200 metric tons each.

Recent estimates of the elasticity of demand for pacific salmon can be use | for a rough estimate
of the effect that a farmed salmon industry in Alaska could have on the price o Alaska wild salmon.

It is difficult to provide an accurate estimate of the elasticity for salmon since demand for salmon
is increasing and the composition of production is changing with more farmed salmon on the market.
Also, the elasticity of demand for salmon depends on the markets in which it is sold. The results
provided here should be considered ballpark estimates.

From elasticities provided in Anderson (1988), assuming our maximum estimate of 100 farms each
producing 200 metric tons, and assuming a world production of 568,000 metric tons with an exvessel
price of S3.00 per pound, we get a range of loss to the Alaska commercial fishing industry due to a
decline in price of $15-51 million (See Table 1).

The lower end of this range would occur if wild and farmed salmon competed mostly in the
Japanese market, a likely scenario. The high end assumes competition only in the expensive seafood
restaurant market, less likely since this market could not absorb more than a small fraction of the total
production of wild salmon.

These estimates are based on mostly negative assumptions. If is unlikely that the Alaska salmon
farming industry would produce 20,000 metric tons for many years to come. Also, most farmed salmon
fills market niches that do not compete with wild salmon. Also, the markets that would be targeted by
Alaska farmed salmon producers would likely be filled by another producer if Alaska does not permit
finfish farming.

The contribution of salmon farms to the economy may be 'irger than the negative effects. Refer
to Appendix A for information on the economic benefits of salm >n farming.
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TABLE 1
IMPACT OF ALASKA FARMED SALMON ON ALASKA PRICES

ELASTICITY CURRENT WORLD ~ ALASKA HYPOTHETICAL RESULTING LOSS TO

PRICE  PACIFIC CATCH ALASKA FARM PRICE CHANGE AK COM.

PER LB. SALMON OUTPUT PER LB. FISHING

(MU (MU (M)

N.E. SUPERMARKETS -1.69 S3.00 568000 200,000 200 (000 ($275,023)
f'E FISH STORES 2.19 S3,00 568000  200.000 200 000 ($212,232)
EXPENSIVE SEAFOOD 09 $3.00 568000 200,000 200 ©00) (S516/432)
JAPANESE TRADERS 31 $300 568000 200,000 200 (00 ($149,932)
NE. SUPERMARKETS 169 $3.00 568,000 200,000 1,000 (000 ($1,375,115)
NE. FISH STORES «2.19 $3.00 568000 200,000 1,000 00 ($1,061,161)
EXPENSIVE SEAFOOD 09 $3.00 568,000 200,000 1.000 (0.01) (S2.582.160)
jmPANESE TRADERS 31 $3.00 568000 200,000 1.000 (000) ($749,659)
N.E. SUPERMARKETS -1.69 $3.00 568000 200,000 10,000 0 ($13,751,146)
N.E FISH STORES «2.19 $3.00 568000  200.000 10,000 0m) ($10,611,615)
EXPENSIVE SEAFOOD 09 $3.00 568,000 200,000 10,000 009 ($25,821,596)
JAPANESE TRADERS 31 $3.00 568000 200,000 10,000 0 ($7,496,592)
N.E. SUPERMARKETS *1.69 $3.00 568000  200.000 20,000 (008 ($27,502,292)
N.E. FISH STORES -2.19 $3.00 568000 200,000 20,000 00 ($21,223,230)
EXPENSIVE SEAFOOD <09 $3.00 568000 200000 20,000 (012 ($51,643,192)
JAPANESE TRADERS 31 $3.00 568000 200,000 20,000 003) (S14,993,185)

(1) FROM "WORLD MARKETS FOR SALMON: PEN REARED SALMON IMPACTS*

ELASTICITIES ARE FROM P. 189.
PACIFIC SALMON PRODUCTION IS FOR 1S37 P.73.

THESE IMPACTS ASSUME ALASKA FARMED SALMON COMPETES ONLY WITH PACIFIC SALMON AND DOES NOT ACCOUNT
FOR INCREASING DEMAND FOR SALMON.

TO THE EXTENT THAT ALASKA FARMED SALMON COMPETES WITH ATLANTIC SALMON AND AS DEMAND INCREASES, THE
IMPACT ON ALASKA COMMERCIAL FISHING INDUSTRY DIMINISHES.
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APPENDIX C
SUMMARY OF TASK FORCE ACTIVITIES

CREATION OF THE TASK FORCE

The Alaska Finfish Farming Task Force was created by the Alaska Legislature
under Chapter 145, SLA 1988; the effective date of the act was June 9, 1988.

Under Ch. 145, SLA 1988, the task force was charged with providing an interim
report, due by January 30, 1989, and a final report, due by January 30, 1990, to the
Legislature addressing "finfish farming in fresh water, in marine environments, and in
tanks or other enclosed structures that contain marine water and that are located on
land." The task force was also to consider related hatchery operations.

The legislation directed the task force to examine:

(@) whether the farming of finfish can be conducted in a manner that protects
the health of the state’s fishery resources;

2 criteria for the siting of finfish farms to minimize land use conflicts and to
protect the environment;

(3) net economic costs and benefits of finfish farming in the state to state
residents, including jobs created or lost for state residents, tax revenue (assuming an
appropriate tax rate), cost of State regulation and monitoring, and effects on markets
for salmon caught by the state’s commercial fishing fleets;

4 the cost of providing adequate regulation of finfish farming to protect wild
stocks, the environment, public health, and existing beneficial uses of the state's coastal
water and land, and the role of the private sector in providing pathological and other
services;

5) identification and analysis of appropriate sources of supply of stock for
finfish farms, including but not limited to private nonprofit hatcheries, private for-profit
hatcheries, and wild stocks, and their likely effect on existing state policy; and

(6) strategies for improving the marketability of Alaska salmon, particularly
those high-value species competing with farmed salmon for domestic and export sales.

No funds were appropriated for task force operations until the 1989 legislative
session. As a result, the original deadline for the interim report passed before the task
force was established.

Following the 1989 legislative session, the Office of the Governor began
organizing the task force. For administrative purposes, the task force was located in
the Office of the Governor, Division of Administrative Services. A project coordinator
was hired in late June.



TASK FORCE MEMBERS

In late July 1989, Governor Cowper appointed the following task force members:
Ken Castner, representative of comr lercial salmon fishermen: Mary Lou Cooper, public
member; Gordor Harrison, private .conomist; Theodore Merrell, fisheries biologist; and
Brent Paine, aquatic farming advo .ate. Mary Lou Cooper was designated chairman.

In August 1989, Gordon Ha.rison resigned from the task force to take a job as
director of the Legislative Research Agency. Under Ch. 145, SLA 1988, State
employees were not permitted to serve as task force members. John Weddleton was
appointed as Mr. Harrison’s replacement m September 1989.

On October 16, 1989, Mary L.ou Cooper resigned as chairman while continuing
to serve on the task force. Theodore Merrell was elected chairman by unanimous
consent of the task force.

FUNDING

During the 1989 session, the Legislature appropriated $50,000 to the task force.
Of this, $16,600 was appropriated for FY 89 and $33,400 was appropriated for FY 90.
Because task force activity did not commence until after July 1, 1989, the appropriation
for FY 89 lapsed.

In September 1989, the task force received $10,000 from the Department of
Commerce and Economic Development through a reciprocal service agreement (RSA).
In early November 1989, the Legislative Council awarded $10,000 to the task force. In
total, the task force had $53,400 to spend on its efforts.

TASK FORCE MEETINGS

The task force held a series of meetings for the purpose of collecting information
and develming its report to the Legislature.

The meetings are briefly described below. A list of persons testifying at each
meeting is provided. For additional information, see the minutes of the meetings in
Appendix D.

July 31. 1989, Juneau

Topics: Review enabling legislation and budget; develop goals and objectives; plar
future activities.

Individual Testifying:

Deborah Greenberg, Special Assistant, Alaska Department of Fish and Game



September 6 & 7. 1989. Anchorage
Topics: Disease, genetics, and broodstocks, report format.

Note: While in Anchorage, task force members also attended various sessions of the
American Fisheries Society Convention concerning aquatic farming and related
issues.

Individuals Testifying:

Conrad Mahnken, National Marine Fisheries Service, Northwest and Alaska

Fisheries Center
Dr. Lee Harrell, National Marine Fisheries Service, Northwest and Alaska Fisheries

Center

Dr. Brian Allee, Director of Fisheries Rehabilitation, Enhancement and
Development, Alaska Department of Fish and Game

Alex Wertheimer, National Marine Fisheries Service, Auke Bay Laboratory

September 27 & 28. 1989. Juneau

Topics: Siting and marketing; presentation from Tim Kennedy, Cordova fisherman
and part owner of fish farms in Washington and British Columbia;
presentation from Bill Heard, with the National Marine Fisheries Service,
Auke Bay Laboratory.

Individuals Testifying:

Laura Dameron, Southeast Alaska Conservation Council

Rodger Painter, Alaska Mariculture Association

Diane Mayer, Office of the Governor, Division of Governmental Coordination

X net Burleson, Department of Natural Resources, Division of Land and Water
Management

Brian Allee, Department of Fish and Game, FRED Division

Sonja Corazza, United Fishermen of Alaska

Tim Kennedy, commercial fisherman and salmon farm owner

Paul Peyton, Department of Commerce and Economic Development, Division of
Business Development

Bill Atkinson, Private Consultant on Japanese markets for seafood (by
teleconference)

Bill Heard, National Marine Fisheries Service, Auke Bay Laboratory
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October 16 & 17 1989. Juneau

Topics: Review of previous findings; broodstock ownership, si' ng, disease,
genetics; and commercial fisheries economics. ref ulation, and
management.

Individuals Testifying:

Dr. Anthony Gharrett, University of Alaska and National Marine Fisheries Service

Gale Good, Alaska Trollers* Association
Sonja Cc azza, United Fishermen of Alaska (by teleconference)
Ken Parser, Director, Alaska Department of Fish and Game, Division of

Commercial Fisheries
Rodger Painter, Alaska Mariculture Association

November 5 & 6. 1989. Juneau

Topics: Regulating finfish farming;costs and benefits of afinfish farming industry;
marketing issues; findings and recommendations.

Individuals Testifying:

Chip Toma, private citizen
Rick Harris, Sealaska Corporation

December 5. 1989, Work Session bv Teleconference

Topic: Review c? draft report and public comments received.

December 18. 19 & 20. 1989

' opic: F.nalize report to Legislature.

ADDITIONAL ACTIVITIES

September 24 - 26. 1989. Tour of Puget Sound Fish Farms

c-4



On September 24, 25, and 26, task force members Ken Castner, Mary Lou
Cooper. Theodore Merrell. and Brent Paine toured finfish farms in the Puget Sound
area. Also present on the tour were Rick Harris, Sealaska, Tom Moyer. Legislative Aide
to Sen. Bettyo Parhenkamp, and Jon Sherwood, project coordinator for the task force.

On the afternoon of September 24, the task force visited the Squaxin Island
marine pen fish farm and ocean ranching facility and viewed the proposed site of
Swecker Farms marine pen fish farm, both in south Puget Sound.

On the morning of September 25, the task force visited Swecker Farms'
processing facility in Olympia and its fresh water tank farm and hatchery facility in
Rochester. That afternoon, the task force visited the Sea Farms Washington marine pen
fish farm at Port Angeles. In addition, the task force conducted an aerial inspection
of several marine pen operations in north Puget Sound.

On the evening of September 25. the task force met with representatives of the
Marine Environmental Coalition, a group opposed to most aquatic farming in Puget

Sound.
On the morning of September 26, the task force met with several members of the

University of Washington faculty, addressing to them questions on disease, genetics,
broodstock development, environmental impacts and research activities.

The faculty members were Dr. Ken Chew, Dr. Marsha Landolt, Dr. Bill
Hershberger, Dr. Bob Stickney, and Dr. Donald Weston.

The trip to Puget Sound was hosted by Sealaska Corporation. The task force
paid for its airfare to and from Seattle and for its food and accommodations. Sealaska
Corporation paid for transportation within Washington and for the rental of a meeting
room at the University of Washington campus for the morning of September 26. (An
ethics report is on file with the Department of Law.)

November 17. 1989. Draft Report Released

On November 17, the task force released its interim report, including the draft
version of its final report, to the Alaska Legislature. By November 20, copies of the
report were mailed to the 130 people on the task force's mailing list, as well as all of
the Legislative Information Offices.

A press release announcing the release of the report was also sent out. The task
force received additional requests for the report. Eventually, a total of
approximately 300 copies of the report were distributed to interested parties.

The task force received over seventy separate written comments on the draft
report

Throughout its existence, the task force gathered relevant information on finfish
farming. Individual task forcg members collected data on various related topics, and
information sent the task force from any source was distributed to the task force or (in
the case of a few lengthy documents) summarized for the task force by the project
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coordinator or a task force member. (See Appendix F, Bbliography, for a complete
listing of sources.)

The task force develooed a mailing list numbering approximately 150, including
legislators, state and federal officials, various advocacy groups, and interested members
of the press and public. Anyone who asked was put on this mailing list. After each
meeting, the task force sent out letters summarizing the meeting and setting forth
upcoming task force activities.



APPENDIX D

MINUTES OF MEETINGS



ALASKA FINFISH FARMING TASK FORCE
July 31, 1989

WINUTES
The meeting was called to order at 9:00 by Mary Lou Cooper,
Chairperson of the Task Force. Task Force members present were:
Mary Lou Cooper, Ken Castner, Gordon Harrison, Ted Merrell, and
Brent Paine. No members were absent.

Mary Lou Cooper introduced the members of the task force and staff
to the audience. Members of the audience identified themselves.

Mary Lou Cooper reviewed the rules and methods of operation of the
Task Force.

Jon Sherwood, project coordinator for the Task Force, provided a
brief overview of the legislation authorizing the Task Force. He
explained that the Task Force 1is to produce an interim report by
December 1, 1989 and a final report by January 15, 1990. He also
reviewed the Task Force's budget. The Task Force is funded for

$33,000.

Task Force members then engaged in a discussion of their goals and
how they would like to achieve then. Ted Merrell stated that the
American Fisheries Society was holding its annual meeting in
Anchorage in September and there would be a symposium on pen
rearing salmon at the meeting. The Task Force decided to meet 1in
Anchorage during the AFS meeting to take advantage of the expertise
that would be available there.

Deborah Greenberg, Special Assistant with the Department of Fish
and Game, addressed the Task Force on the legislative history of
aguatic farming in Alaska. She then explained the Cowper
administration position on mariculture. She also summarized the
issue papers on finfish farming prepared by the interagency working
group on mariculture. The 1issues included land use, water quality,
disease, brood stock, habitat protection and product wholesomeness.

Ted Merrell asked whether minutes of the meetings would be
provided. The Task Force decided that minutes 1indicating who
spoke, the general topics, any formal decisions, and a list of

observers should be kept.

The Task Force held a discussion of the topics for consideration
included in its authorizing legislation. Members asked questions
and exchanged information on finfish farming. Much of this
discussion focused on the issue of minimizing land use conflicts.
The task force identified a number of people to contact for
additional information on this issue.

At 12 p.m., the Task Force adjourned for lunch

1



Tile meeting was reconvened at 1:20 p.nm. The tar.k force menmbers
continued their discussion of the issues contained in the
authorizing Jlegislation. As each issue was discussed, contact
persons were identified.

The issue of broodstock was addressed briefly. The task force then
returned to their discussion of land use conflicts and siting.

Mary Lou Cooper raised the cost-benefit issue. Gordon Harrison
stated that it would be a major task and depend on the assumptions
made by the task force. Task force members discussec loss of jobs
in the fishing industry, market niches, reasons for farming

finfish, the cost of regulation, taxation of finfish farming, and
the need to look at the three possible types of farming operations:
fre; hwater, wupland tanks, and marine pens.

Jon Sherwood handed outtravel authorization forms for
reimbursement of travel and per diem costs. also passed out an
article on salmon farming provided to the t 3k force by Frank
Homan, of Senator Sturgulewski'®s staff.

The task force discussed the cost of regulation issue contained 1in

the authorizing legislation. Ken Castner said that this issue
duplicated parts of the cost-benefit issue, except that it
addressed the role of private sector in regulation. He stated that
this role is a policy question. A brief discussion was held on
this 1issue.

Mary Lou Cooper vraised the issueof broodstock sources. Ken
Castner suggested that the task force should review the debate
before the Board of Fisheries in December of 1983. Brent Paine
stated that he had put together papers on broccstock supplies while
working for the Legislature. The task force discussed the

practical and policy issues associated with supply of broodstock.

The task force discussed the issue of improving the marketability

of Alaska salmon. Ken Castner suggested calling the producers of
the Seafood Report radio program inKodiak for the name of a good
marketing person. Mary Lou Cooper mentioned AShIl as a possible

resource. Ted Merrell suggested contacting the Alaska Trollers
Association.

Ken Castner commented on how the task force members should conduct

themselves in public. He said he did not want to see the task
force members be perceived as public experts, and suggested that
task force members keep their comments private. He stated that he

did not want to do anything to poison or damage the quality of the
task force's report.

Following the discussion of the issues, it was decided to divide
the topics for consideration into five subjects: siting, cost-
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benefit analysis, the amount and cost of regulation, broodstock-
genetics-disease.

The task force discussed how to proceed. It was decided that each
member would take one topic and work with Jon Sherwood to prepare
a presentation for one of the meetings.

Ken Castner stated that he would Ilike to teleconference with the
other task force members for an hour or so before the next meeting.
The task force agreed to do so, acknowledging that Gordon Harrison,
and possibly Ted Merrell, would be unavailable to participate.

Wary Lou Cooper offered to take the marketability 1issue, Brent
Paine the broodstock-genetics-disease 1issue, Gordon Harrison the
cost-benefit analysis, Ted Merrell the siting issue, and Ken
Castner the cost of regulations.

The task force briefly discussed the structure and intent of the
marketability issue.

The task force decided to address the regulation and broodstock-
genetics-disease issues at the next meeting. It was decided that
the siting and marketing issues would be addressed at a meeting in
the last week 1in September, and the cost-benefit issue would bhe
addressed in an October meeting.

Ken Castner stated that he would like to have Jon Sherwood begin
working on early drafts of the report soon. He said that the task
force should devote 25 percent of its time to discuss writing.

The task force members updated their addresses and phone nunmbers
for one another. The meeting was adjourned at approximately 5:30

p.m.

List of persons 1in attendance

6reg Erickson
Deborah Greenberg
Rick Harris
Sheila Helgath
Frank Homan

Eric King

Karl Ohls

Sandy Perry

APPROVED 9/7/89



ALASKA FINFISH FARMING TASK FORCE
September 28 & 29, 1989

MINUTES

The meeting was called to order at 8:35 a.m. on Thursday, September
28, by Mary Lou Cooper, Chairman. All task force members were
present: Mary Lou Cooper, Ken Castner, John Weddleton, Ted
Merrell, and Brent Paine.

Members of the task force introduced themselves to the new task
force member, John Weddleton. Jon Sherwood introduced Fran Armon,
who assists Jon in the office, providing administrative support for
the task force.

Ken Castner reviewed the task force®'s past activities for John

Weddleton. He listed the five catagories of issues under
consideration: broodstock, genetics, and disease; siting; cost of
regulation; markets/marketing; and benefits and costs. Brent Paine

reviewed the minutes from the last meeting for John Weddleton to
provide a general idea of what the task force has accomplished to
date.

The task force discussed siting issues, including local control
conflict minimization, environmental concerns, and the Washington
interim guidelines for siting.

The task force members identified questions for Bill Atkinson, a
fish marketing consultant, to be faxed to Atkinson so he would be
prepared to answer them during the conference call on Friday.

Laura Dameron, with SEACC, spoke with the task force stating her
concerns: impacts of the coastal environment and socio-e-onomics
and lifestyle impacts. SEACC opposes all fish farming because of
upland impacts, pollution, water demands, and the potential 1loss
of desire for habitat protection.

Rodger Painter, with th"> Alaska Mariculture Association, spoke with
the task force on the need for rational policy guidelines for

siting of finfish farm.".. He pointed out that state regulations for
shellfish farming provide for local control and that the Washington
interim siting guidelines address important siting criteria. He

also offered his thoughts concerning the economic viability of
finfish farming and how state regulation might affect it.

The task force adjourned for lunch and reconvened at 1:30 p.nm.
Diane Mayer, with the Division of Governmental Coordination,

discussed the state's Project Consistency Review procedures for
use of coastal waters.



Janet Burleson, with the Division of Land and Water Management,
discussed how the state"s permitting process works for aquatic
farnms.

The task force addressed several questions to Brian Allee, Director
of the FRED Division, Department of Fish and Ganme.

Sonja Corazza, with United Fishermen of Alaska, discussed negative
impacts of finfish farming. Her concerns were that pens change the
habitat of wild fish, that fish escape in large numbers, and that
marketing farmed salmon on Alaska wild salmon quality 1is wrong.
She also addressed siting issues, stating that area planning is
very important. She suggested requesting mapping positions with
the Department of Natural Resources and the Department of Fish and
Game to consolidate habitat and use charts for public use.

The meeting was adjourned at 5:15 p.m.

The meeting was reconvened Friday at 8:30 a.m. by Ken Castner.
Due to illness, Mary Lou Cooper was not present; all other members

were present.

The task force approved the minutes of the last meeting with
amendments. They then discussed the draft of the report's
introduction and health of the fisheries section and suggested
changes to be incorporated by the project coordinator.

Tin Kennedy, commercial fisherman and salmon farm owner, spoke with
the task force. He stated that Alaska finfish farming would not
he economically viable without raising Atlantic salmon, and noted
that he would not start a fish farm up here.

Paul Peyton, with the Division of Business Development, discussed
the economics of fish food production and addressed the outlook
for salmon in world markets.

The meeting was adjourned for lunch at 11:25 a.m. and reconvened
at 12:45 p.nm.

The task force reviewed the siting issues discussed the previous
day.

Bill Atkinson, expert on Japanese markets for seafood, was
contacted via a conference call. Atkinson addressed several
qguestions on Japanese markets for seafood and the impacts of farmed

salmon on these markets.

Bill Heard, with the National Marine Fisheries Service at Auke Bay
Laboratories, addressed research in raising salmon at Osprey Bay.
He stated that indigenous species could be raised successfully,
although he could not speak about the economic viability.

2



The meeting w?s adjourned at 5:00 p.nm.

Minutes appioved October 17, 1989

List of persons in attendance:

Brian Allee, Department of Fish and Game
Susan Bradley, Coastal Zone Management

Janet Burleson, Division of Land and Water/Department of Natural

Resourses

Sonja Corazza, United Fishermen of Alaska

Laura Dameron, Southeast Alaska Conservation Council

Bill Heard, National Marine Fisheries, Auke Bay Laboratories

Sheila F. Helgath, Legislative Research

Frank Homan, Senator Sturgulewski's staff

Bill Janes, Environmental Conservation

Tim Kenneuy, Fish Farm Owner

Amy Kruse, Environmental Conservation

Diane Mayer, Division of Governmental Coordination/O0ffice of
Governor

Robert Mikol, Northern Deep Sea Fisheries, Inc.

Rodger Painter, Alaska Mariculture Association

Sheila Peterson, Senator Eliason's staff

Paul Peyto.i, Commercial Fisheries Development/Department of
Commerce and Economic Development

Rick Reed,. Habitat Division/ Department of Fish and Ganme

Lana Shea Habitat Division/ Department of Fish and Ganme

John S. Thiede, Department of National Resources

the



ALASKA FINFISH FARMING TASK FORCE
September 6 & 7, 1989

MINUTES

The meeting was called to order at approximately 1:30 p.m. on
September 6 by Mary Lou Cooper, Chairperson. Task force members
present were Mary Lou Cooper, Ken Castner, Ted Merrell, and Brent
Paine. No members were absent.

Mary Lou Cooper noted that Gordon Harrison had resigned his
position on the task force to take a job with the Legislative
Research Agency. She stated that the Governor's Office had not
found a replacement for Mr. Harrison at that tinme.

The task force discussed the questions it wanted to resolve at the
meeting, a proposal from Sealaska Corporation to tour operating
farms in the Puget Sound area, and correspondence received fronm
Sen. Fahrenkamp regarding the task force.

Conrad Mahnken, with the National Narine Fisheries Service,
Northwest and Alaska Fisheries Center (NWAFC), jJoined the task
force in a discussion of the genetic and broodstock issues. Both

Atlantic and Pacific salmon were discussed..

Dr. Lee Harrell, fish pathologist with NWAFC, discussed the
incidence c¢f disease in pen-reared salmon and the potential for
spreading disease to the wild r.tock.

At approximately 5 p.m., the task force adjourned for the
afternoon.

The task force reconvened at 9 a.m. on September 7. Dr. Brian
Allee, director of the Alaska Department of Fish and Game FRED
Division, discussed disease, genetics, and broodstock issues with

the task force.

Dr. Allee spoke to the state's existing hatchery programs, efforts
to cultivate indigenous species of finfish, and the concept of
creating areas free of salmon farming near critical salmon streanms.

After breaking for lunch, the task force continued their discussion
of Sealaska's invitation to take the task force on a tour of
finfish farming operations in Puget Sound. The task force decided
to accept the invitation.

The task force discussed the report with project coordinator, Jon
Sherwood, who outlined some of the options for structuring the
report. The task force directed the project coordinator to begin
writing the report using an issue-hy-issue format.



September 6 & 7, 1989
MINUTES

Alex Wertheimer, with the National Marii es Fisheries Service, Auke
Bay Laboratories, spoke to the task force regarding protection of
the wild salmon stocks from disease.

The task force approved the minutes of the last meeting. Ken
Castner requested that the word "produces” on p. 2 be corrected to
"producers." The task force concurred.

The task force discussed developing its preliminary recommendations
on the disease, genetics, andbroodstock issues.

The task force then enacted its preliminary recommendations as
follows:

Only indigenous broodstocks should be used in finfish farming
in Alaska. No stocks should be imported from out of state.

The State will need to allow tht wuse of private pathology
services for the finfish farming industry to grow.

Current state policies ondisease control should be applicable
to finfish farming.

The meeting was adjourned at approximately 5 p.m.



ALASKA FINFISH FARMING TASK FCRCz
October 16 6 17, 1989

MINUTES
The meeting was called to order in Juneau at 8:34 a.m. or.
October 16 by Mary Lou Cooper, Chairman. Task fore*- rem.bera
present included Ken Castr.er, Mary Lou Cooper, TAd Merrf.’ |,

Erer.t Paine, ar.d John Wecdletcr..

Ms. Cooper announced her resignation as chairman ar.d asked

for the selection of a new chairman. By unanimous consent,
the members approved Ted Merrell as the new chairman of the
task force. Brent Paine took ever ;s chairman of this day's
meeting.

Jon Sherwood, project coordinator cf the task force, ap-
prised the members that state ethics requirements compel the
members to report the services they received from Sealaska
Corporation during the September meeting. Although the
services do not constitute a conflict of interest, each

member must report receipt cf those services. Jon Sherwccd
will submit the required report on behalf of task force
members.

Mr. Castner presented an Alaska Native Brotherhood resolu-
tion opposing finfish farming and a 1987 study or. how
commercial fishirg affects Homer.

After reading various materials, the members discussed the
format of the task force report. They reviewed a series of
guestions to ask Dr. Anthony Gharrett, a biclogist with the
University of Alaska Southeast Auke Bay Laboratory and the
National Marine Fisheries Service. Mr. Gharrett made
comments concerning the destrcticn cf discrete geretic pt'lr
in the Pacific Northwest and encouraged the task force to
prevent that occurence in Alaska.

Mr. Merrell recounted his interviews with state officials
regarding the relationship among state resource agencies,
the permitting process, siting issues, and the establishmer.-
of sanctuaries. The members talked about these issues, th-
role cf infrastructure for the economic survival cf ir.aricu’ -
ture, and the question of public versus private owners! ip
broodstock.

The task force then discussed siting. Mr. Jastner stressed
the importance of this issue by stating that "siting is
everything in this game" and that any legislation authoriz-
ing finfish farming should contain a fiscal note that
reflects the costs of siting. Mr. Paine agreed and said
that conflict ana confrontation car. be diffused if siting

set up properly.
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Members concurred that the proper siting cf finfish farms
should address the transference of disease, genetic inter-
ference with wild stocks, environmental degradation, aes-
thetic degradation, conflicts with existing users, avoidance
of marine mammals, avoidance of water-borne organisms lethal
to the farmed stock, and avoidance of conflict with
designated uplands or neighborhood uses.

Members also wanted to include mention of the state of
Washington's interim guidelines for siting and cf the Alaska
Coastal Zone Management Plan's permitting process for
resolving siting issues.

Mr. Paine suggested that siting and the permitting process
should be addressed as two separate issues. Mr. Merrell
suggested that the Alaska Coastal Zone Management Plan's
permitting process be used as a model for the finfish
farming permitting process. He then asked for clarification
on the structure of the task force report. Mr. Sherwood
outlined the distinctions between conclusions and findings.
Conclusions, he explained, should be statements of public
policy. Findings should be pcir.ts cf agreement among the
task force members on matters of fact.

Members then discussed the permitting process. Ms. Cooper
and Mr. Merrell supported the inclusion of maps in the
public notification process. Questions then arose about the
adequacy of the state's inventory of sites.

At 10:30 a.m., Dr. Anthony Gharrett discussed disease and
genetics among salmon, the homing habits of various salmon
species, siting, how the Alaska Department of Fish and Game
enforces its genetics guidelines, the genetic differences
that exist amcng lakes within the same area, patentable
gamete production and the aquae..lture research by Japan and
the Soviet Union He distributed a proposal calling for the
Alaska Departmen' of Fish and Game to implement its genetic
policy by establishing, on a regional basis, sanctuaries for
wiid fish populations. Mr. Gharrett entertained questions
from the members until 11:35. Discussion then returned to

siting and per’,itting.

[After lunch, he task force members heard testimony from
Gale Good, member of the Alaska Troiiers' Association. Mr.
Good described his industry and voiced his opposition to

finfish farming

The members spent the rest of the day discussing findings
and conclusions relating to siting. Specific issues ad-
dressed v/ere: water quality; effluents; water circulation;
the use of uplands; predation; disease; aesthetics;



pollu ion; user conflicts; having finfish farmers produce
annual performance ’-eports to governmental agencies; the
distinctions among marine pens, marine upland tank facil-
ities, and freshwater upland facilities; distances between
farms and wild anadromous streams; distances between farms;
and, the incremental implementation of finfish farming.

The meeting was adjourned at 5:14 p.m.

The task force reconvened at 8:45 a.m. on October 17. John
Weddleton presided over the day's meeting. Task force
members present included Ken Castner, Ted Merrell, Brent
Paine, and Jehu Weddleton. Due to illness, Mary Leu Cooper

was absent.

The members adopted, wich corrections, the minutes from the
September 21 and 29 cask force meeting and briefly discussed
broodstock issues.

At 9:00 a.m., the task force members listened to United
Fishermen of Alaska's Sonja Corazza's testimony on the
history of rhe Alasr.a fishing industry, the Ilimited entry
program, the ocean ranching program, and the implementation
of the 200-mile Ilimit. She pointed out that m Anchorage
alone, 3900 fishermen contributed $126 million to the
economy. Because of the underfunding of the Alaska Depart-
ment of Fish and Game, she claimed that errors in fisheries
management nave incurred losses to fishermen. She ended her
testimony by voicing her opposition to finfish farming.

After listening to Ms. Corazza's testimony, the members
resumed their discussion on broodstock selection for en-
closed freshwater systems, the importation of eggs, th . us e
of Atlantic salmon in the Pacific Northwest, the selling of
smolt, and ether broodstock issues.

At 10:1C a.m., the members heard testimony from Ken Farker,
Director of the Division of Commercial Fisheries, Alaska
Department of Fish and Game. Mr. Parker presented a fiscal
history of his division and described its duties. He
provided information about the catches and ex-vessel values
among various fisheries; the number of fisheries permits,
licenses, and processors and buyers. He showed the rela-
tionship between receipts and expenditures for commercial
fisheries management before entertaining questions from the

members.
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irker's testirr.onv ended at 11:15 a.rr., The members
cont-mued their discussion on broodstock issues.

At il:35 a.m., F.odger Painter, President of the Alaska
Mariculture Association addressed the task for”e, urging
support for the development of finfish farming in Alaska

In addition to handing out the latest edition cf the "Al iska
Mariculture Report" (Volume 3, No. 6), he distributed a
paper responding to concerns relating to the permitting
process, the ability of regulatory agencies to deal with
finfish farming issues, the impacts on wild stocks, disease
control, support of adequate funding for regulatory pro-
grams, the demands on Alaska's environment by every industry
— from tourism to logging, public use issues, Alaska's
declining market share of salmon, and the obtaining of
salmon eggs for mariculture. Ke also addressed the rcle cf
private non-profit groups in the cultivation of brccdstcck.
Citing his past experience at the Alaska Seafood Marketing
Institute, he noted how the state still has a poor quality
assurance program.

After the lunch break, the task fcrce members discussed
their agenda, the testimony they had received, developing
strategies for retrieving Alaska's 1988 market share of

sa anon, and issues relating to quality, allocation, habitat,
bn odstock, costs/benefits, recapitalizing the fishing
fltec, permit costs, and marketing.

Afler a brief break at 3:00, the members established the
fcMowing meeting dates and deadlines:

November 5 &6 ................ Task Force Meeting ii. Juneau
November 17 ..o, Release of Drafc Report
December 5....................... Work Session on Dralt Report
December 13...........c.e. Deadline for Public Comments
December 17& 18 Task Force Meeting .n Ji.r.eau

Citing previous testimony, the members summavized their
findings on marketing issues.

The meeting was adjourned at 5:35 p.m..

* % * *x kx * * * % *

The following people attended the task force meetings:

Scr.ja Ccrazza, United Fishermen of Alaska*
Laura Dameron, Southeast Alaska Conservation Council
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Dr. Anthony Gharrett, Biologist, University of Alaska
Southeast Auke Bay Laboratory and the National Marine
Fisheries Service

Gale Good, Alaska Trollers' Association

Deborah Greenberg, Special Assistant, Alaska Department of
Fish and Game

Sheila Helgath, Legislative Research Agency, Alaska State
Legislature

Frank homan, Aide, Senator Arliss Sturgulewski

Michael Kaiil, Biologist, Fisheries Rehabilitation,
Enhancement, and Development Division, Alaska Depart-
ment of Fish and Game

Dale Kell}', Alaska Trcllers' Association

Eric King, Alaska Trollers1l Association

Richard Lauber, Pacific Seafccd Processors' Association

Lynn Morlev, Teleconference Moderator, Legislative Affairs
Agency, Alaska State Legislature

Dave Moses, Aide, Senator Paul Fischer*

Karl Ohls, Aide, Senator Fred Zharoff

Rodger Painter, President, Alaska Mariculture Association

Ken Parker, Director, Division of Commercial Fisheries,
Alaska Department of Fish and Game

Sheila Peterson, Aide, Senator Dick Eliason

Chip Thoma, Observer

* Participated via teleconference

Minutes were approved 12/19/89.



ALASKA FINFISH FARMING TASK FCRCE
November 5 & G, 1989

MINUTES

The meeting was called to order i Juneau at 9:45 a.m. on
Sunday, November 5, 1989 by Ted Merrell, Chairman. Task
force members present included Ken Castner, Ted Merrell,
Erer.t Paine, and John Keddletor.. Mary Leu Cooper was absent.

Jen Sherwood, project coordinator of t..2 task force, dis-
tributed copies of a required "ethics" report or. task force
activities and the draft report of findings and
recommendations dated October 29, 1989. He discussed the
maintenance of task force records and announced that on
Friday, November 3, the Alaska State Legislature's
Legislative Council approved $1C,CCC additional funding for
the task force.

The members discussed task force staffing and agreed tc have
Mr. Sherwccd on contract to testify cr. behalf of the task
force before committees during tne upcoming legislative
session. They also discusscc hew to distribute the draft
report, the press release that would accompany the report,
and what an interim report should contain.

Mr. Merrell announced that Mary Lor Cccper spoke to him about
the possibility of her resigning from the task force ar.d that
he had requested that she r.ct do so. Members concurred with,

having her remain on the task force.

At 1C:1C a.m., Chip Thcma addressed the tusk fcrce. He
voiced his strong opposition to allowing finfish farming in
Alaska. He sta.ed that finfish farming would undermine the
marketing of Alaska salmon as a "pure, fresh, cold"” commodity
that would benefit from the "increasing trend in consumer
buying ar.d eating habits [by] stay [ire] away from raised or
harvested feeds that are linked with pesticides, toxins, cr

additives..."

The task force then discussed the cosis cf regulation caused
by the introduction of finfish farming to Alaska. Mr. Paine
sited fiscal r.ctes from earlier legislation authorising
finfish farming. The members discussed this, the fiscal
demands of siting requirements, the number of possible
permits to administer, the fiscal impact or. other resource
programs with the introduction of finfish farming, and the
spir-e: fr cf those new uemar.ds sc ether regulatory agencies

such as the Board cf Fish.

Discussion then resumed or. the draft report the task fcrce
planned to release or. November 17. Several members voiced
their concern about the public misecr.struing the document a?
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being conclusive cr as representing each, individual member"®s
pos ition.

Mr. Sherwood suggested having a cover letter accompany the
draft report, in which the task force could solicit public
comment while emphasising that the document is only a dm ft.

After lunch, the task force discussed costs/ber.efits issues,
including: the volatility of salmon prices; market niches
for farmed and wild salmon; the history and purpose of the
limited entry program and its conservations 1l and economic
repercussions; marketing strategies; the threat finfish
farming poses to the livelihcod of fishermen; the effects on
the market of price, quality, and consistency of supplies;
the possible losses to wild salmon stocks from using gametes
tc start farming operations; finfish farming as an allccaticr
issue; having hatcheries profiting from the sale of smelts;
the possible benefits of sharing facilities between finfish
farmers and ocean ranchers; incremental start-up of finfish
farming; establishing genetic reserves; and, the production

of fish meal.

At 4:25 p.m., Rick Harris, of Sealaska Corporation, s e ir.
support of allowing finfish farming m Alaska and its pcee”-

ble benefit .| coastal areas. He argued that finfish fa
car. help market Alaska salmer. as a commodity that is ava.l-
able year-round. Mr. Harris suggested that cr.e form cf
economic rent would be the servicing of a remote site r.o
for common property benefit. The fish would be provided UY°
the state or non-profit hatcher. The finfish farmer wou

heed the fish until their release and provide and fai.»tai:
the pe-. facility.

After a brief break, the task force members resumed their
discussion of costs/benefits.

The meeting was adjourned at 6:10 p.nm.

The task force reconvened c¢cn Monday, November 6, 1989, arc
was called to order at 8.43 a.m. by Chairman Ted Merrell.
Task force members present were Ken Castr.or, Ted Morrell
Brent Paine and John Weddleton-. Wary Lou Cooper was absent.

The task force began discussing the profile of finfish
farmers and the role they would play m the various aspects
cf the fishing industry. Mr. Castner was concerned that
might not defend the issues that affected the commercial
fishing 1industry, but rather look after only their personal
interests. Mr. Patr.e disagreed, stating that good



The task force adopted the November 2, 1989 draft labeled
"Draft with Tod"s Changes™"™ for purposes of discussion.

It was decided that costs and benefits needed tc be broken
into two categories: 1) State of Alaska; and 2) the indus-
try. It was determined that a time line tc shew the
development of a fish farm to market stage was needed for

inclusion in the report.

Mr. Castner requested that duplicate references under a
heading be footnoted, for purposes of cross-referencing.

The task force decided that the costs associated with the
beginning of the industry (insurance, markets, etc.) needed
to*be included in the ropcrt. Tire frame estimates were
predicated on a 1991 allocation, leaving site approval for
*1991, with smelt and fish availability in 1992.

After a brief break, the task force discussed marketing.
Findings were clarified and regrouped. The task force
decided that separate findings were required for fresh and
frozen markets.

The task force discussed: competition between farmed and
wild salmon; improved marketing of wild salmon through
quality assurance programs; and marketing wild saimer, as
natural, chemical-free saimcr..

The task force recessed for Lur.ch at 12:18 p.m. and
reconvened at 1:30 p.m.

The task force briefly returned to its discussion of quality
assurance.

Mr. Castr* r recommended that the report introduction contain
a section jr. tie make-up cf the task force. He also thought
defiritiors were needed or. mariculture, aquaculture and

Nephter ) e eI
« < 1-- afit & d* (Mo cew -

Several .mdir.js ir. the draft report were amended to provide
clarify* *g language.

Having c:cn.plet»_*d its review cf the draft report, the task
force verified the November IT, 1969 release cf the draft

report.

The meeting was adjourned at 5:22 p.nm.
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The following people attended the task force meetings:

Laura Dameron, Southeast Alaska Conservation Council

Deborah Greenberg, Special Assistant, Alaska Department cf
Fish and Game

Rick Harris, Sealaska Corporatiaon

Frank Hcmar, Aide, Senator Arliss Sturaulewski

Tom Moyer, Aide, Senator Bettye Fahrenkanmp

Sheila Peterson, .Aide, Senator Dick Eliason

Kate Tesar, Aide, Representative Fran Ulner

Chip Thoma, Observer

Minutes were approved 12/19/89.



ALASKA FINFISH FARMING TASK FORCE
December 5, 1989
WORK SESSION

MINUTES
The wcrk session telecor.ferer.c-i cc-.ccl tc order ot
2:30 p.m. or. Tuesday, December 5, 1989, by Ted Merrell,
Chairman. Task force members present were Ted Merrell, Mary

Lcj Cooper, Ker. Castner, Erer.t Paine and Jchr. Wedlletor..

Opportunities fcr public comment and participation were
discussed. A request by Chuck Piedra, of EIfir. Ceve, tc
expand the public comment period and testimony methods, was
noted. It was decided tc continue the same comment
procedures as in previous meetings of the task ftrce. No
written comments relative to substantive changes ir. factual
findings in the draft report had beer, directed to the task
force as of the December 5 meeting. The task force
reiterated that written comments on the draft report should
be received by December 12, 1989, to ensure consideration.

The task force reviewed and edited the final chapters of the
draft report. Jcr. Sherwood, project coordinator, discussed
the format and content of the final chapter of the report.

The work session was adjourned at 4:42 p.m.

The following people observed the task force meeting:
Ir. Juneau-—

Chip Thoma, Observer
Mary McDowell, Aide tc Senator Dick Eliason
Frank Hcmar., Aide to Senator Arliss Sturgulewski

Gordy Williams, Angoon
Karl Ohls, Aide to Senator Fred Zharof:

Ir. Atchorage--

Valerie Srcwr., Alaska Wildlife Alliance

Jay Nelson, Aide to Representative C .iff Davidson
Bryce Edgemcr., Aide to Representative George Jacko
Cnarles McKee, Observer

Minutes were approved 12/19/89.



ALASKA FINFISH FARMING TASK FCPCE
December 18-20, 1989

MINUTES

The Alaska Fir.fish Farming Task Force meeting was called to
order cr. December 1S, 1989, in Jur.eau, at 1:19 p.m., by Ted
Werrell, Chairman. Members present were Ted Morrell, WNary Leu
Cccper-Elter. and John Weddleten. Brent Paine and Ken Castner
were absent due to weather and eruption of Redoubt Volcano
causing flight cancellations.

Format and appendices of the final report were discussed.
Mr. Merrell ncted patterns to the public comment received.
Members felt that comments from the public sector about the
draft report indicated a need for clarification of num-.reus
pcir.ts, but nc significant changes in format or content.
Minutes of Cctcber 1G-17, November 5-6, and December 5, 1989
meetings were reviewed ar.d corrected. Final approval was
postponed pending Mr. Castner's approval.

Erect Paine arrived at 2:28 p.m. The task force recessed at
2:20 p.m., returned at 3:29, and adjourned at 3:30 p.m.

Ted Merrell called the task force to order on December 19, 1989
at 8:53 a.m. Members present wore Ted Merrell, John Weddletcn,
Mary Leu Cocpe.r-Elton and Brent Paine. Ken Castner was absent
but arrived later at 9:34 am..

Members began reviewing the revised draft on an item by iter
basis, starting with the Cost of Regulation (Ch. 5). The
consensus was that the actual costs will depend cn. the
legislation that is piissod.

Discussion of regulatory costs continued, including taxation and
public notice costs. A recommendation limiting predator control
tc nort-Lethal methods was adopted. The fask fcrce addressed the
compatibility of wilderness areas ar.d national monuments (Ch. 4)
with finish farming, and modified the recommendation on (hat

sub~cct.

Th cask force recessed for lurch at 12:3n p.m. ar.d reconvened

ut 1:45 p.m.

Minutes o: October 16-17, November 5-6 ar.d December 5, 13F9
meetings were approved as corrected.

The to.sk force continued its review cf public? comments on th-
report and adopted many changes in wording tr clarify she
e..ndir.es ar.d recommendations.

Brent Paine's Production Model draft and timeline cf a typical
finfish farm war discussed. The task force agreed that a clear
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description - i.nfisl. farm sh :uld be included an the
production .: section.

The health T£ Fisheries (Ch. 2) was taken up next. Disease
trar.sr.issicr, genetics and ri -ks «era clarified. A consensus
was reached cr. content and format cf the final chapter c.' the
report; All recommendations in the body of the report should bo
repeated; the facts do not support an unequivocal "yes" cr "no"
to finfish farming in Alaska; the legislature should not extend
the current noratoriuir.; and fir.fisl farming could be dene
without harming fishery resources .f strictly regulated.

Ted Merrell agreed tc prepare a draft of the chapter for review
by the task force next morning.

The task force was adjourned at 6:45 p.m.
* % * * % % % % *x *x * * % % *

Ted Merrell reconvened the task force at 8:15 a.m. on
December 20, 1989. Members present were Ted Merrell, John
Weddleton, Ken Castner, Great Paine and Mary Lou Ccoper-Eltcn.

The task force completed Chapter 8, General Findings and
Recommendations. Costs and Eer.efits (Ch. 6) were considered and
clarified. Marketing (Ch. 7) was discussed and it was decided
that it needed to be revised and expanded to reflect nunercur
comments by the public. Jcbr. Weddleton agreed to rev/rite this
section and return a reviser draft to Jon Sherwccd as soon as

possible.

Jon Sherwood will prepare a final draft cf the task force's
report, incorporating all tun changes that were adopted and the
additional sections from Br~r.t Paine and John Weddleton. This
draft will be sent to task rorce members for approval by the

first week cf January, 199C.

Nc further meetings of the tasl force will be necessary, hut a
final teleconference to approve any changes in the report to the

legislature, ray be required.

The me* ting was adjourned by Chairman Ted Merrell at 1:05 p.m.

* %k % % % % % % %k %k x *x * * * *

The following people attended the task force meeting:

Rodger Painter, Alaska Mariculture Association
Mary McDowell, Aide to Senator Dick Eiiasor.
Frank Homan, Aide tc Senator nrliss Sturgulewski
Sheilo Helgath, Legislative Research Agency
Kate Tosar, Aide to Representative Frar. finer
Barnaby Dew, Aide to Representative Mike Davis
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Gordon Williams, Sell/Alaska Trollers/Ar.gcon F&G Adv. Committee
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