Review of SB 818 SD 1, Relating to Aquaculture, Regarding Aquaculture Industry Concerns Over
the Content

Prepared for: Senator Donovan Dela Cruz, Chair, Senate Committee on Ways and Means
By: John Corbin, Aquaculture Planning & Advocacy

1.0 Introduction

On March 22, 2023 a ZOOM meeting was organized by the Senator’s staff and the Hawaii
Aquaculture Collaborative (HAC) that is being facilitated by UH Sea Grant. In attendance were:
Senator Dela Cruz; Ford Fuchigami, WAM Staff, and the WAM Committee Clerk, Chung Chang;
Jean Isip Schneider, UH Sea Grant facilitator of the HAC; and concerned members of the
aquaculture industry. Jean moderated the meeting.

The meeting focused on discussion of industry concerns, as expressed in hearing testimony,
over provisions in SB 818 SD 1 that would transfer the Department of Agriculture (DOA)
Aquaculture Program to the Agribusiness Development Corporation (ADC), now in the
Department of Business, Economic Development and Tourism (DBEDT), and the development of
an aquaculture park on Oahu. Industry was very concerned that this change in lead agency
would negatively affect existing and future development.

The meeting began with Ford and the Senator outlining the rationale for the bill and what they
wanted to accomplish. Briefly, they indicated they felt that Hawaii aquaculture could achieve
greater success if the Aquaculture Program was moved from DOA to ADC. Reasons justifying the
move revolved around the notion that ADC’s land development capabilities along with the
synergies with some DBEDT programs e.g., NELHA, could improve performance. They also
mentioned that ADC could develop a park and has land available.

Towards the end of the meeting, after hearing industry concerns, Ford asked me to review SB
818 SD 1 and try to come up with suggested amendments that would allow industry to support
the bill. He suggested presenting those “at the table” at the next day hearing by the House
Water and Land Committee, which was not possible. | accepted the task, since | am the former
Manager of the Aquaculture Development Program and am very familiar with the subject. For
purposes of this report the industry means companies and individuals engaged in aquaculture,
who attended this ZOOM meeting and organizations, companies and individuals who submitted
testimony at the several hearings that have been held on the bill. This report to Senator Dela
Cruz and Zoom meeting attendees summarizes the results of the review and offers
recommendations for consideration.

2.0 Approach
In this review | looked at the text of SB 818 SD 1; the enabling statutes for the DOA
Agquaculture Program and the Special Fund mentioned in the bill; and the 2022 program



description and budget for the DOA Aquaculture Program, page 22 of the 2022 State Budget
Bill, under program Id AGR 153. | also familiarized myself with the ADC statute.

After that review, | considered the testimonies sent in for the hearings to date in the Senate and
the House, particularly from industry members, to enhance my understanding of industry’s
position on the substance of the bill.

3.0 Findings and Recommendations — Major Issues

The findings and recommendations presented here are based my interpretations of the
results of the review described above. Three major issues emerged and were considered: 1)
Transfer of the entire DOA Aquaculture Program from DOA to ADC, 2) the bill direction to
develop an aquaculture park on Oahu, and 3) Transfer of the DOA Disease Management
Program, consisting of the aquaculture veterinarian, lab resources and Special Fund, from DOA
to ADC.

3.1 Transfer of the Entire Aquaculture Program

Industry testimony unanimously opposed this transfer. Aquaculture has continued to
grow under DOA and in 2022 was valued at $79.2 million dollars, one of the largest diversified
agriculture industries. Moving the program would lose valuable synergies with other DOA
components e.g., marketing, farm loans, and livestock disease management. Further, | note that
testimony from DOA supports the intent of the bill, but recommends the Aquaculture Program
remain in the Department.

Industry believes the Aquaculture Program complements and enhances the DOA goal of
increasing sustainable food production and food security for Hawaii. ADC was created to
facilitate agricultural uses for the thousands of acres of agricultural land and millions of gallons
of fresh water that once supported sugar and pineapple plantations. Testimonies pointed out
that a recent audit criticized ADC’s management and performance of this task and it was moved
to DBEDT.

Recommendation.

Industry recommends and has recommended in testimony, that SB 818 SD 1 (and HD 1)
be deferred until next session. In the interim it proposes to form a Working Group, perhaps
through HAC, representing the diversity of the community that can, if they desire, meet with
the proponents of this bill and representatives of DOA and ADC. The Group would discuss the
bill and the issues it raises, with a view of identifying actions to address the current needs of the
industry. Also, having looked ADC ‘s statutory capabilities in land and water development, this
discussion could include the question: Is there a role for ADC to play in statewide aquaculture
development?



Regarding the criticism of DOA that aquaculture has not been a priority for the Department, the
new leadership of DOA has testified that the Aquaculture Program will be raised to Division
level to provide it with priority status, along with the Department’s other priority functions. |
note that this is a better organizational placement for the Program than being submerged in an
administratively attached agency in DBEDT.

3.2 Development of an Aquaculture Park on Oahu.

The bill calls for development of an aquaculture park on Oahu and Senator Dela Cruz
said this is a priority for him. Industry supports the concept of building a park on Oahu, but
cautions that proper site selection is critical to assure a proper environment, i.e., soils, sunlight,
access to adequate fresh and salt water, and ability to discharge used water. Ford indicated he
has identified several sites, one of which on the North Shore is problematic because apparently
there is already a commercial aquaculture farm on the site.

Recommendation

Industry supports the idea of establishing an aquaculture park on Oahu. More clarity is
needed as to what the park is for; research, commercial farming, or both. NELHA is a successful
conceptual model to look at. However, industry believes this idea should be approached by first
carrying out a site selection and feasibility study by experts to find a flexible and viable site,
before millions of dollars are invested in infrastructure. The bill, if it moves forward, it should be
amended to call for this site selection and feasibility study.

3.3 Transferring the Aquaculture Disease Program from DOA to ADC.

A portion of SB 818 SD 1 specifically addresses moving the Aquaculture Program Disease
Management Program to ADC. The presumption by the Legislative staff at the meeting seemed
to be that this would not affect this program.

After reviewing the bill language, it is clear the bill would specifically transfer this Program out
of DOA to ADC; severing the working relationship it has with the Animal Industries Division. This
move would include: the Aquaculture Veterinarian position and the Program budget, lab
resources and records, and the Special Fund specifically set up to serve the Disease
Management Program and its fee for services functions e.g., health certification of exported live
shrimp. If the entire Aquaculture Program were transferred to ADC, the Vet position would go
with the other staff, since it is under the Program Id AGR 153 (see attachment 1).

The industry strongly opposes the transfer of the Disease Management Program and its
components, including the Special Fund, and action that has has no real justification. One of
Animal Industries main functions is statewide livestock health services and it has a large
laboratory to support this function that is shares with the Aquaculture Vet. Furthermore, | note
through the existence of this program, export of certified shrimp has become a $20 million
dollar a year industry for Hawaii with room to grow.
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Recommendation

This review confirms that passage of SB 818 SD 1, as written, would transfer the Disease
Management Program, its staff, resources, and Special Fund to ADC. The aquaculture industry,
particularly farms growing high health shrimp for export, finds this move unjustified and
unacceptable.

If the proponents of the bill want to address the industry concerns about the Disease
Management Program, leaving the program in DOA, and go forward with the remainder of the
bill, then amendments could be drafted to delete all references to the Program, its functions
and its Special Fund and redraft the bill. Unfortunately, this is easier said than done because the
relevant provisions are embedded in many places in the bill. Part | adds new Program enabling
language to the ADC statute, S 163 D (see pages 1, 3, 4), that need deletion. Part Il deletes
Program language from the DOA statute, S141 (page 8, 9,10), that eliminates the Program from
the DOA statute and needs deletion.

The industry believes the best option for SB 818 SD 1 is to defer it and have the discussions
described in Finding 1.
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11:58 am LEGISLATIVE BUDGET SYSTEM Page 22 of 832
BUDGET COMPARISON WORKSHEET
ProgramID:  AGRI153 AQUACULTURE DEVELOPMENT
Structure #: 010403000000
Subject Committee: AGR AGRICULTURE
HB1600 CD1 HB1600 GM
2022 2023 2022 2023
SEQ # Perm Temp Amt Perm Temp Amt Perm Temp Amt Perm Temp Amt
3.00 294,639 3.00 294,639 A 3.00 294,639 3.00 294,639 A
125,000 125,000 B 125,000 125,000 B
3.00 0.00 419,639 3.00 0.00 419,639 3.00 0.00 419,639 3.00 0.00 419,639
-1
R L L T T T L e T 2 T 2 T SR SE R T T Y Kk *kkkdkkk AEFdFIRATEERdb bbb b hddhdhbdhdhidhdx L T L e e R Fkkdkkhkhkhbkdh
OBJECTIVE: TO DEVELOP A SUSTAINABLE AND PROFITABLE COMMERCIAL OBJECTIVE: TO DEVELOP A SUSTAINABLE AND PROFITABLE
AQUACULTURE INDUSTRY BY ENCOURAGING A DIVERSITY OF PRODUCTS, COMMERCIAL AQUACULTURE INDUSTRY BY ENCOURAGING A DIVERSITY
IMPROVING MANAGEMENT PRACTICES AND TECHNOLOGIES, AND OF PRODUCTS, IMPROVING MANAGEMENT PRACTICES AND
PROVIDING DIRECT ASSISTANCE WITH REGULATIONS, DISEASE, TECHNOLOGIES, AND PROVIDING DIRECT ASSISTANCE WITH
MARKETING, AND NEW BUSINESS DEVELOPMENT. REGULATIONS, DISEASE, MARKETING, AND NEW BUSINESS
DEVELOPMENT.
2100-001 4.00 658,480 A A
LEGISLATIVE ADJUSTMENT
ADD POSITIONS AND FUNDS FOR AQUACULTURE DEVELOPMENT
(AGR153/CD).
B e T T T T L e T R T P T PR R T S RS TP e ey dedkdekdokdoiokdokdkdk Rk kkhlokkkkkdokkdkddkdohhdkikhkdhhhkkhhhhhhkhhiirhkhhhkkhhhhhkdrhhhihhst
DETAIL OF LEGISLATIVE ADJUSTMENT
(1) PERM ECONOMIC DEVELOPMENT SPECIALIST SR25 -
EDUCATIONOUTREACH (1.00; 64,620)
(1) PERM ECONOMIC DEVELOPMENT SPECIALIST SR25 - POST HARVEST
PROCESSING (1.00; 64,620)
(1) PERM ECONOMIC DEVELOPMENT SPECIALIST SR25 - AQUATIC
SYSTEMS (1.00; 64,620)
(1) PERM ECONOMIC DEVELOPMENT SPECIALIST SR25 - EXPORT (1.00;
64,620)
OTHER CURRENT EXPENSES (400,000)
A 4.00 658,480 CHANGES BY MOF A
0.00 0.00 0 4.00 0.00 658,480 TOTAL CHANGES 0.00 0.00 0 0.00 0.00 0
A 3.00 294,639 7.00 953,119  BUD. TOTALS 3.00 294,639 3.00 294,639 A
B 125,000 125,000 125,000 125,000 B
3.00 419,639 7.00 1,078,119 TOTAL BUDGET 3.00 419,639 3.00 419,639



