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1. Recommendations
1.1. Honourable Members are recommended to:

a) Agree a budget of £193,000 to invest in the investigation of policy, regulatory and
technical requirements to support the creation of a successful and well-managed
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aquaculture industry in the Falkland Islands. This budget would be spread over 2
fiscal years.

b) Refer this paper to Standing Finance Committee for approval of additional 2019/20
budget.

Additional Budgetary Implications
There are no additional budgetary implications for 2019/20.

Although there is estimated expenditure of £111,700 in relation to Aquaculture
Development during the remainder of the current financial year, there are no additional
budgetary implications arising from this paper. An in-year underspend has been
identified in an unrelated budget area (Investment Management Fees — 0603-0640) and
it is anticipated that this will be able to offset the majority of the estimated 2019/20
costs of £111,700 for this project, with the remainder from other budgets.

It is anticipated that budgeted expenditures for 2020-21will also be covered internally,
and will be incorporated as part of the budget planning for the Policy and Economic
Development Directorate.

Executive Summary

In late 2017, the Falkland Islands Government were approached by a Danish
aquaculture company F-Land, interested in developing an Atlantic Salmon (Salmo
salar) farming project in Falkland Islands waters. Following initial meetings,
presentations and scoping studies, a Letter of Intent (LOI) was signed between F-Land
Aps and the Falkland Islands Government on 26 November 2018.

Since that time, F-Land has partnered with Falkland Islands company Fortuna to create
Unity Marine, a Fl-based company that is proposed to own and operate the project.
REDACTED

The LOI described a series of studies to be carried out by F-Land to create a baseline
understanding of the activities and impacts on the Falkland Islands of potential salmon
farming activities. These studies were delivered in March 2019.

Near-shore aquaculture of this magnitude is unprecedented in the Falkland Islands and
if this project is to proceed, the Falkland Islands Government, together with a private
sector operator such as Unity Marine, have a unique opportunity to ensure that global
best practices for environmental protection and sustainable management are followed.

The current proposal is considered by Unity Marine to be a first phase to prove the
concept and the ability to operate sustainably — they believe that the operation is
scalable from the proposed 50,000 tonnes annually up to a potential of 200,000 tonnes
annually.

The Director of Natural Resources (DNR) and the Director of Policy and Economic
Development (DPED) have been evaluating this opportunity, including the long term
potential risks and benefits. Their initial assessment, after consultation with industry
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experts, is that aquaculture, and in particular near-shore salmon farming, has the
potential to be a long term, significant contributor to the Falkland Islands economy and
society, particularly in the development of Camp.

The attached briefing on the Unity Marine project estimates that salmon farming at the
initial level of 50,000 tonnes per annum could conservatively contribute more than
REDACTED annually to FIG revenues in fees and taxes, and generate more than £40M
annually in additional GDP.

Aquaculture, with the appropriate, robust environmental regulation and monitoring, has
the potential to provide a long term, stable revenue source for the Falkland Islands
based on a renewable resource. If managed well, salmon farming is an ‘evergreen’ and
renewable industry that can deliver long term benefits through the transfer and
development of expertise in the science and business of aquaculture, development of
East Falklands and potentially other areas of Camp, attraction of new high skilled
permanent residents, and creation of permanent well-paying job opportunities for
Falkland Islanders.

However, FIG does not currently have sufficient in-house capacity or subject matter
knowledge to fully assess the opportunity within a reasonable timeframe, even with the
engagement of expert consultants. An investment in resources in required to assess all
of the risks and benefits, and to create a robust regulatory, policy, licencing and
commercial framework to ensure that the development proceeds in an environmentally
and socially responsible manner that will deliver maximum benefits to the people of the
Falkland Islands.

3.10. While the potential benefits are significant, experience from multiple jurisdictions

3.11.

demonstrates that there can be equally significant risks associated with a weak
regulatory environment. As a potential frontier environment for salmon farming and
possibly other near-shore aquaculture, the Falkland Islands has an opportunity to learn
from global experience and implement policies and regulations that will result in a
sustainable, best-in-class aquaculture operation. It is therefore critically important for
the Falkland Islands to conduct its own assessment of requirements, independent of any
particular industry proposal.

In order to properly evaluate this opportunity, the following resource investment is
recommended:

a. An Agquaculture Advisor to manage the assessment of this opportunity, with specific
experience in aquaculture sector development, to be engaged on a 12 month contract
to FIG. The budget to recruit and employ a suitably skilled individual is expected to
be REDACTED, spread over two financial years, based on a contract officer at the
top of the B-grade and recruitment commencing in November 2019, for a potential
February/March start date.

b. Due diligence activities costing £105,000 over two years including:



I. The hire of a suitably qualified consultant to assess environmental and
biosecurity risks, advise on the requirements for a full Environmental
Impact Assessment and develop policy and regulatory proposals;

ii. The hire of a suitably qualified consultant to assess business and
technical proposals related to aquaculture;

iii. The planning and delivery of one or more fact finding missions to a
variety of fish farming jurisdictions, in addition to other familiarization
activities, in order that Falkland Island decision makers and
stakeholders with interests in sustainable economic development,
environmental protection and government regulation and oversight can
gather information on “lessons learned” and best practices.

3.12. Should this approach be agreed by ExCo, the Aquaculture Advisor will be responsible
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for commissioning and managing expert consultants, evaluating regulatory, licensing,
control and monitoring requirements for an aquaculture sector, preparing policy options
and recommendations for consideration by Members, conducting public consultations,
organising and leading a fact-finding mission, and recommending options to strengthen
and future-proof the Fish Farming Ordinance (2006) in order to maximise benefits and
minimise risks to the Falklands that would accrue from an aquaculture industry.

Background and Links to Islands Plan and Directorate Business Plan/s

The recommendations in this report would support delivery of a number of Islands Plan
2018-2022 objectives, including:

e create long term, coordinated strategies that ensure our economy remains sustainable
and benefits everyone

ensure responsible marine management

promote opportunities for individuals and families to live in Camp

develop science and technology capabilities for the Islands

Augment economic development in Camp

Options and Reasons for Recommending Relevant Option

Option 1 (Recommended): Agree the investment of £193,000 over the next 12 months
to obtain the capacity and expertise necessary to assess the risks and benefits of
aquaculture for the Falkland Islands and prepare detailed recommendations for
implementation as appropriate.

Option 2 (Not recommended): Do not agree the recommended investment and direct
the Director of Natural Resources and the Director of Policy and Economic
Development to complete the assessment using available, in-house resources. This
option is not recommended, as the expertise does not currently exist within FIG and
would require diverting senior officers from other Islands Plan priorities in order to
appropriately evaluate the opportunity and would likely delay the development of
policies and regulatory recommendations beyond 12 months. It is our assessment that
specialist environmental and industry consulting would still be required to ensure
independent advice that would stand up to external scrutiny, particularly with respect to
safeguarding the marine environment.
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Option 3 (Not recommended): Do not agree the recommended investment and decide
to refuse salmon farming or other near-shore aquaculture for the Falkland Islands. This
option would eliminate the possibility of potential environmental harm from fish
farming in the waters around the Falkland Islands, but would also eliminate the
potential for a sustainable, long term economic activity that has the potential to bring
economic and social benefits to Camp, as well as to support science, research and
technology careers.

Resource Implications

Financial Implications

The total proposed budget is £ 193,000, spread over two financial years. Additional
costs incurred in the current fiscal year will be balanced by a combination of
underspends in other budget lines and allocations from existing PD budgets. Additional
costs in 2020-21 will be balanced by a combination of an existing PD budget allocation
and reallocations from other budget lines incorporated as part of the budget planning
for the Policy and Economic Development Directorate.

2019-20 2020-21
Project Manager (12 Month | REDACTED REDACTED
position)
Due Diligence (environmental | REDACTED REDACTED
expertise, business and technical
expertise, fact finding mission
and other familiarization
activities)
Total £ 111,700 £ 81,300
Available from existing PD | REDACTED REDACTED
budget
Budget reallocations identified | REDACTED
for 2019-20
Budget reallocations in 2020-21 REDACTED
Total (new budget) £0 £0

Human Resource Implications

6.2.1 The proposal is to recruit a senior Aquaculture Advisor with experience in government

6.3

regulation of near-shore/off-shore aquaculture to lead on the assessment of this
opportunity. The position would be offered for 12 months. Further investment may be
required at the end of the 12 month period, but it is proposed that the need for ongoing
resources be assessed once a recommendation can be made to Members about whether
to support the development of aquaculture.

Other Resource Implications

As described in this report, specialist environmental and business expertise is proposed
to be engaged to provide advice to government.
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Legal Implications

Should the decision be made in the future to move forward with aquaculture, it is
anticipated that amendments will be required to the Fish Farming Ordinance (2006) and
that industry-specific environmental regulations will be necessary.

Environmental & Sustainability Implications

The actions recommended in this report are meant to support investigation of whether
and how a best-practice aquaculture industry can be developed for the Falkland Islands.

Significant Risks

Without proactive FIG development of the appropriate policies and regulatory
framework, there could be considerable environmental, social and reputational risks to
allowing an aquaculture industry of the scale and scope proposed by Unity Marine.
Consultation

MLAs have been briefed on the report attached as Appendix 1, and on the
recommendations contained in this paper. Unity Marine has also been made aware of
FIG’s proposed approach.

Should the recommended actions in this paper be approved, it is expected that public
consultations will be necessary over the next year.

Communication
It is proposed that this paper be made available, with redactions.
Upon ExCo approval, it is recommended that a brief public statement be prepared, to

assure the public that FIG will explore this opportunity with all appropriate due
diligence.



