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REPRESENTATI VE ALAN AUSTERMAN

Al aska State Legislature

Juneau, Al aska

PCSI TI ON STATEMENT: | ntroduced SSHB 204, as the sponsor of the
bill.

ASTRI D ROSE, Staff

Represent ati ve Auster man

Al aska State Legislature

Juneau, Al aska

POSI TI ON STATEMENT: Testified and answered questions on SSHB
204 for the sponsor of the bill, Representative Austernman.

JOSEPH JACOBSON, Director

Di vi sion of Econom c Devel opnent

Departnment of Commerce, Conmunity & Econom c Devel opnment ( DCCED)
Juneau, Al aska

PCSI TI ON STATEMENT:  Presented a Power Poi nt during discussion of
SSHB 204.

BRUCE TANGEMAN, Deputy Comm ssi oner

O fice of the Conm ssioner

Departnent of Revenue

Anchor age, Al aska

POSI TI ON  STATEMENT: Answered questions during discussion of
SSHB 204.

JOE PLESHA, Chief Legal and Regulatory O ficer

Tri dent Seaf oods

Seattl e, Washington

PCSI TI ON STATEMENT: Testified in support of SSHB 204.

TOM SUNDERLAND

Vi ce President of Marketing

Ccean Beauty Seaf oods

Seattl e, Washington

POSI TI ON STATEMENT: Testified in support of SSHB 204.

BRUCE SHACTLER, Director

G obal Food A d

Al aska Seafood Marketing Institute (ASM)

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in support of SSHB 204.

JULI ANNE CURRY, Representative

United Fi shernen of Al aska
Juneau, Al aska
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PCSI TI ON STATEMENT: Testified in support of SSHB 204.

M CHAEL CERNE, Executive Director

Al aska Seafood Marketing Institute (ASM)

Juneau, Al aska

PCSI TI ON STATEMENT: Presented a PowerPoint presentation titled
"“An overview of the Al aska Seaf ood Marketing Institute.”

ACTI ON NARRATI VE

10: 07: 43 AM

CHAIR PAUL SEATON called the House Special Conmittee on
Fisheries neeting to order at 10:07 a.m Represent ati ves
Seat on, Kreiss-Tonpkins, Gattis, and Johnson were present at the
call to order. Representatives O son and Feige arrived as the
meeting was in progress.

HB 204- SALMON & HERRI NG PRODUCT DEV' T TAX CREDI T

10: 08: 08 AM

CHAI R SEATON announced that the first order of business would be
SPONSOR SUBSTI TUTE FOR HOUSE BI LL NO. 204, "An Act relating to a
product developnment tax credit for certain salnon and herring
products; and providing for an effective date."

10: 08: 35 AM

REPRESENTATI VE = ALAN  AUSTERVMAN, Al aska State Legislature,
i ntroduced SSHB 204, as the sponsor of the proposed bill, which
described the need for legislation to address worl d-w de hunger
t hrough the production of dry salnon product. He said that
Western Al aska had historically not processed as nuch sal non as
possible, as there was a Ilot of foregone harvest due to
econom cs and its renoteness. He reported that its good herring
fishery with the ability to market herring could expand the
processing industry to both herring and sal non at the sanme tine.
He stated that research by the Alaska Seafood Marketing
Institute (ASM) had shown that there was a herring market, and
that there was anticipation for the processing industry to
invest for both in Wstern Al aska. He reported on the waste
products from the processing industry, and, although the
majority were ground up and dunped into the ocean, there were a
few places, including Kodiak, where chicken feed was nade from
t he waste. He shared that there was a world-w de demand for
high protein to feed the world s hungry population, and he
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nmenti oned high protein powder. He pointed out that the European
Uni on was working on phasing in 100 percent retention for all
speci es caught, possibly by 2020, and he surmsed that this
woul d also occur in the United States. He suggested that the
processing industry should be ready for this, and noted that the
Environnental Protection Agency (EPA) was also working toward
the elimnation of dunping waste into the water. Hence, the
timng for the ability to process the waste stream and the
herring was neari ng.

10: 13: 35 AM

REPRESENTATI VE KREI SS- TOWKI NS asked why ground fish and other
species were not included for the tax credit in the proposed
bill.

REPRESENTATI VE AUSTERMAN replied that this had been discussed,
and that the ground fish industry had already been making
strides in this direction, noting the equi pnment devel oped for
surim production. He offered his support, but noted the
necessity to review the holistic view for how groundfish was
caught and processed. He stated that there was a goal for on-
shore processing and the benefits that it brought, instead of a
"floating fleet." He said that it was these issues which had
kept groundfish frombeing included in the proposed bill.

10: 15: 17 AM

CHAI R SEATON directed attention to page 1, line 7, of the
proposed bill which read: "in a shore-based plant or on a
vessel . " He expressed his concern for an expansion that would

also include federal fisheries in federal waters, as vessels
woul d return to another state wi thout any benefits going to the
State of Al aska. He asked if there were other situations where
this additional benefit would be lost, and the noney was only
serving a private business.

REPRESENTATI VE AUSTERVAN expressed his agreenent, suggesting
that the conmttee have a discussion for any changes.

10:17: 01 AM

CHAI R SEATON referred to page 3, line 26, and asked about the
intent for the word "freeze." He said that the tax credit would
not be extended to things already being done, as the proposed
bill was based on value added. He asked if there was intent for
a restriction on freezing to only apply to herring and sal non.
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REPRESENTATI VE AUSTERVAN replied that this was |anguage that
cane from Al aska Departnent of Fish & Gane, and he deferred to
t he departnent.

10: 18: 16 AM

ASTRID ROSE, Staff, Representative Austerman, Alaska State
Legi sl ature, on behalf of Representative Austerman, sponsor of |,
reviewed the key points of the sponsor substitute to the
proposed bill, which included the addition of "herring" wherever
there was already "sal non." She directed attention to page 3,
line 16, and said that a "qualified investnent” now included new
parts necessary for, or costs associated with, converting a
canned salnon line to produce can sizes other than 14.75 ounces
and 7.75 ounces. She relayed that these can sizes were specific
as these were already standard narket sizes, and the proposed
bill incentivized new narkets and new val ue added products. She
directed attention to page 3, line 26, and the addition of
"freeze, scale, grind, separate neat from bone,"” which were not
i ncluded in the previous version.

10: 20: 22 AM

REPRESENTATI VE JOHNSON questioned the size of the cans and asked
if it was necessary to make this a specification.

M5. ROSE explained that the statute had detailed pop-top can
production which was the previous incentive, so this current
proposal woul d exclude these can sizes as they were the current
mar ket si ze.

CHAI R SEATON asked for clarification to the reference to can
size, and stated that the two provisions differed. The first
provi sion excluded "beyond heading and gutting,” while the
second provision replaced "the incentive for pop-top can
production to any size beyond the ... industry standards."

REPRESENTATI VE FEIGE shared that this was not incentivizing
i ndustry standards.

CHAI R SEATON expressed his agreenent that the intent of the
proposed bill was an attenpt to "get new product fornms" and new
mar ket s. He pointed out that there had been a previous
incentive for pop-top cans as a new market form He offered his
belief that consumers had not been as interested in these, hence
t he subsequent shift to the current can sizes.
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REPRESENTATI VE JOHNSON suggested that the |anguage be inclusive
and without limtations, in order to create durable |egislation
that it would not be necessary to change in the near future.

CHAI R SEATON opined that a different can, though not a different
size could require different equipnent, and expressed his
agreenent with Representative Johnson.

10: 24: 00 AM

M5. ROSE noted that the Departnent of Commerce, Conmunity &
Econom ¢ Devel opnent would also testify to the necessity for
| anguage regarding can size. She directed attention to page 4,
line 8, which added "new canning equipnent for herring
products; " because sal non canni ng equi pnent al ready exi sted.

CHAIR SEATON clarified that the referenced herring canning
equi pnrent would not be the same as existed in the traditional
lines, in order to qualify for a tax credit.

M5. ROSE offered her belief that this was the intent.

M5. ROSE noved on to page 4, lines 10-11, which read: "equipnent
used to transform salnon or herring byproduct that is discarded
as waste into saleable product.” She referenced earlier
testimony by Representative Austerman for the use of byproducts.
Moving on to the changes at the end of page 4, she reported that
this reiterated the cost associated with converting the canned
salmon line, and that the changes on page 5 reiterated the use
of by-product for a saleable product. She noted that there were
other small changes to the proposed bill which she had not
addr essed.

10: 26: 42 AM

JOSEPH JACOBSON, Director, Division of Econom c Devel opnent,
Departnment of  Commerce, Community & Econom c Devel opnent
(DCCED), said that the limtations to the size requirenent had
been an industry request through Alaska Seafood Marketing
Institute (ASM), and he reported that the aforenmentioned 14.75
and 7.75 ounce cans were not the right sizes for the market. He
reiterated that this was not intended to incentivize investnments
in can sizes already identified by the industry as not
representing their best interests, but to also not be too
specific. He opined that there was an attenpt with the |anguage
of the proposed bill to avoid revisiting it in future years. He
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poi nted out that they had avoi ded use of specific ternms to allow
nore latitude for product. In reference to the earlier
guestions for the inclusion of groundfish, he reported that the
fiscal note had been mnimzed by consideration for only
specific fisheries which did not operate year round and were not
federal fisheries.

10: 30: 17 AM

CHAI R SEATON asked for clarification that equipnment on these
smal ler floating processors which was predomnantly used for
salnon or herring would not conme under federal groundfish
regulations and wuld be under state rule. The | arger
processors, although still able to process herring and sal non,
would not receive a tax credit wunless salnon and herring
processi ng was nore than 50 percent of their use.

MR. JACOBSON expressed his agreenment, allowi ng that there may be
some exceptions.

10: 32: 04 AM

REPRESENTATI VE FEIGE surmised that incentive for further
devel opnent of the herring catch and its products would not
conpete with the sport fish industry. He asked if an expansion
to include groundfish would include species that were part of
the sport fish industry.

MR. JACOBSON replied that this could be expanded as rmuch as
desired, although the addition of species and processing
"becones cunbersone in drafting a clean piece of legislation.”
He all owed that any addition could create conpetition, hence the
desire to limt the proposed bill to these two speci es.

10: 34: 26 AM

MR. JACOBSON, referring to a PowerPoint titled "Al aska North to
Qpportunity,” said that the Departnment of Commerce, Community &
Econom ¢ Devel opnent supported the proposed product devel opnent
tax credit as it pronoted devel opnent of val ue-added sal non and
herring products, which led to greater product diversity,
stinmulated product developnent of underutilized species and
waste byproduct, softened the financial inpact of potential
changes to EPA regulations for effluent in non-renote |ocations,
and incentivized investnents to produce canned salnon in sizes
appropriate for today's nmarket conditions. He declared that it
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al so supported Alaska's fishing conmunities, slide 2, "Key
Benefits of Product Devel opnment Tax Credit.”

CHAI R SEATON stated that, at this was the first hearing on the
bill, it was not his intent to nove the bill today.

MR. JACOBSON continued his slide presentation, slide 3, and
pointed out that, although Al aska produced over 95 percent of
all salmon in the U S, this was only one third of the globa

wi | d sal non supply. He reported that the only way to increase
the value of the resource was through investnent in product
devel opnent, innovation, and other ways to add value. Moving on
to slide 4, "Alaska Salnon Value, 2008-2012," he pointed out
that the ex-vessel and first wholesale prices had gone up
consi der abl y. The value added products had increased the
commodity stability in the market with its conmtnent to product
quality inprovenent. He acknowl edged ASM's nmarketing efforts
to create the brand, and market product diversification

i ncludi ng sal non burgers, canned sal non, and sal non jerky. He
poi nted out that product diversity proportionately increased the
ex-vessel value nore quickly, slide 5, "Ex-Vessel price has
grown faster than 1st-wholesale.” He reiterated that added
value was a key elenent in the salnon industry sales portfolio.
Directing attention to slide 6, "Yet there are sonme clouds on

the horizon... ", he remarked that the current can sizes for
canned salmon were out of touch with the market, as there was a
greater demand for smaller cans and snaller portions. He noted

that the 2013 pink salnmon harvest was the largest on record,
which had led to a glut of supply and a potential downward
pressure on prices. He said that some "non-renote" seafood
processing centers in Alaska, including Petersburg, Sitka,
Juneau, Cordova, and Ketchikan would be inpacted as they were
renote in ternms of access to resources and transportation.

10: 41: 29 AM
MR. JACOBSON discussed slide 7, "Too much supply... (cases of
canned salnmon)” which reflected the inventory |evel from

Septenber 2008 to Septenber 2013 for canned sockeye and canned
pi nk sal non. He noted that the inventory of canned pink sal non
had al nost doubled. He addressed slide 8, "Too Many Qunces, Too
Much $$$ (price per case)" which indicated that the inventory
for canned pink and sockeye salnon had al nost doubled since

2005. He explained that the salnon industry needed cans as a
way to get product through its processing plants. He reported
that the price point threshold had been reached, which would
start to affect market shelf space. Moving on to slide 9,
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"Potential EPA Quidelines (and cost)," he reported that there
woul d not be any variance, as the rule would apply regardl ess of
year-round or seasonal basi s. In the absence of ful
utilization, without the investnment to use all of the product,
it would be required to haul waste to deep ocean discharge
sites, and this did not take into consideration weather or
nooring needs. He estimated the cost per pound to be from $0. 21
- $0.56 per pound for disposal, which could have a huge inpact
on the noney going back into Al aska communiti es.

10: 44: 21 AM

REPRESENTATI VE KRElI SS- TOWKI NS asked about the variables and the
tinmeline for EPA enforcenent on these regul ations.

MR. JACOBSON replied that the comrent period closed in early
Mar ch. He said that work wth the industry was continuing
through the governor's office to ensure industry and seafood
processor perspective. He stated that it was unclear when the
regul ati ons would be inplenented, nost likely after the upcom ng
sal non season

REPRESENTATI VE KREI SS- TOWKI NS, acknow edging that he did not
have expertise, suggested that existing regulations were already
being overl ooked, and he asked if these were existing
regul ati ons now bei ng i nposed by the EPA

MR, JACOBSON expressed his understanding that these regul ations
had "been on people's radar for a while." He stated that the
opinion of the state was that the existing regulations for
di scharge were effective and safe, and that the state permtting
process could address these needs. He said that he could only
specul ate what the plan was fromthe EPA

10: 46: 53 AM

VR. JACOBSON addr essed sl i de 10, "Wast e- Bypr oduct
Qpportunities,” and discussed the opportunities for val ue-added
products and the many options to claim the tax credit, which
included nutritional supplenents, pet food, and | eather. He
indicated that this laundry list could only grow as an extra
val ue was captured fromitens that woul d otherw se be di scarded.
He noved on to slide 11, "Active Herring Permt Holders,” which
depicted the decrease in permt nunbers since 2005. He
suggested that an increase to value added products could lead to
nore active engagenent in this fishery. Directing attention to
slide 12, "Total Value of Al aska Commercial Salnon Fishing
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Permits,” he reported that the tools for product quality
mar keti ng and added value had increased the total value of the
commercial salnon fishing permts. Mai ntaining the diversity
and keeping waste discharge costs to a mninum should allow the
trend to continue to inprove.

MR. JACOBSON indicated that "Resident Participation,” slide 13,
in the fisheries had increased steadily, even while the sal non
nunbers had not increased. He pointed out that the recognition
for econom c opportunity would create nore involvenent in the
Al aska fishing industry. He presented slide 14, "G oss Revenue
from Fisheries Business Tax and Uilization Credits dained,"”

which reflected this information on an annual basis. He stated
that this small investnent could lead to a great return to the
state. In response to Chair Seaton, he stated that the

adm ni stration was in support of the proposed bill.

10: 51: 49 AM

REPRESENTATI VE KREI SS- TOWKI NS acknow edged that slide 14 was a
good quantitative overview of the tax credits, and asked what
kind of industry investnents had been made since 2003 that took
advant age of this program

MR. JACOBSON offered to confer with Departnent of Revenue for a
nore substantive answer, as opposed to a generic answer.

10: 53: 35 AM

BRUCE TANGEMAN, Deputy Comm ssioner, Ofice of the Conm ssioner,
Departnent of Revenue, in response to Chair Seaton, Vvia
tel econference, said that the departnent would like to work with
M. Jacobsen to provide a response to the question from
Represent ati ve Krei ss-Tonki ns.

10: 54: 10 AM

JOE PLESHA, Chi ef Legal and Regulatory Oficer, Trident
Seaf oods, explained, via teleconference, that Trident Seafoods
was a seafood processing conpany wth plants in Ketchikan,
Wangel |, Petersburg, Cordova, Kodiak, and Sand Point anong
ot hers. He stated that the proposed bill would help to inprove
the value of the Alaska salmon and herring fisheries for the
processors, communities, and fishermen who were dependent on the

fisheries. He declared that the inclusion for production of
byproducts from fish waste was very inportant and was a great
way to add value to this resource. He rem nded the conmttee
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that, although nost Alaska comunities were currently exenpt,
the EPA was requiring in every other state that all seafood
processing waste be screened and then barged or produced into
fish neal. He stated that, as the EPA was reviewing this for
Al aska, it would be necessary for nodifications 1in the
processing industry. He stated support for the proposed bill.

10: 57: 03 AM

TOM SUNDERLAND, Vice President of Marketing, Ocean Beauty
Seaf oods, noted that Ocean Beauty was a shore side processor and
that diversification within the market was necessary to protect
from market swings for any particular commodity or product. He
relayed that the salnmon nmarket was now experiencing price
resistance and the industry was trying to defend its gains
against this price pressure with market adjustnents, such as the

can size offered. He declared that consuners bought these
products by absolute retail price, not per pound simlar to
other comodities. He offered exanples of other consuner

products where the size had mgrated down. He declared that the
by-product utilization was also an inportant area as value
gained from parts of the fish currently not being used would
offset any loss in other areas. He stated that the proposed
bill was about product devel opnment, and, although it was not a
solution for issues with the EPA, it would be an inportant help.

11: 01:14 AM

BRUCE SHACTLER, Director, dobal Food Aid, Al aska Seafood
Marketing Institute (ASM), said that he was the practical

application person, and that this bill represented a host of
legislation that had governed the fisheries industry. He
reported that during the period of |ow prices, about 90 percent
of all salnmon was canned. He declared that the incentives to
make new investnments in new products saved the wld salnon
industry from farnmed salnon prograns. He explained the $3

billion industry that Wrld Food A d represented with canned
sal nrbn that had now evolved with demand for other shelf stable

pr ot ei n. He declared that the herring roe harvest, a |uxury
mar ket for Japan, had collapsed many years ago. He said that
the herring were sex sorted and the male herring were sorted out
and consi dered waste product. However, with four mllion tons

of herring being consumed throughout the world, Alaska had
decided to enter the market and use the male herring in order to
bring an opportunity for value and econom c devel opnent back to
the herring fishery. He stated that United Fisherman of Al aska
and the State of Alaska had helped fund this program He
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relayed that, although nine of ten new products were not
successful, canned herring already had a narket. He expl ai ned
the food aid project which marketed for funding from
governments, agencies, and NGOs. He spoke about the nutritional
studies directed toward areas of Africa, wth the study
popul ation show ng phenonenal health benefits from herring
consunption three tines each day. He said that Al aska was al so
concentrating on the comrercial market. He offered anecdotes
about the use of round tins, as no other equipnent existed in
the | ocal processing plants. He stressed that this research and
devel opnment was expensive and would be an inportant area for the
state to make an investnent. He reported on the demand for
nutrition around the world. He noted that, although there was
no limt on the budget for food in one of the large food aid
progranms through the Departnment of Agriculture, there was a
budget limt for shipping, and the canned herring was heavy. He
expl ai ned that producing a fish based high protein powder out of

waste products mnimzed the shipping costs. He referenced an
earlier program in Kodiak that had no outlet so it was
abandoned. He offered sone anecdotes of the devel opnent of

protein powder and its uses, and the difficulties for finding a
market. He offered his belief that the state could hel p devel op
the program and he displayed a sanple of the protein powder
t hat was being used for food throughout the world.

11:14: 35 AM

REPRESENTATI VE GATTI S asked about the ingredients of the protein
powder .

MR. SHACTLER, in response, said that the ingredients were all
food grade, wth "no guts involved,” primarily "heads and
frames."

REPRESENTATI VE GATTIS offered an anecdote about a famly food
tradition. She asked if the protein powder used the entire
fish, with the exception of the guts.

MR. SHACTLER said that this was considered a by-product.
Research and devel opnent was expensive, so they were working
with industry to wuse existing infrastructure for +the new
products. He said that once the market was created, there would

be the incentive for private industry to take the |ead. In
response to Representative Gattis, he said that the powder was
not tasteless, and was a little fishy and bitter. He descri bed

a pilot project in the Congo that was feeding about 1000
children for the next four nonths to study how it was used, as
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the local diet did not include nuch protein and this was an
i nportant additive. He declared that the world food prograns
were clanoring for this sort of product. He surmsed that a tax
credit bill would bring this investnent in to the state for
econom ¢ devel opnent.

11:19:16 AM

CHAIR SEATON asked for clarification that the ingredients of
this powder were "waste streanf froma filleted product, and did
not include the guts. He suggested that the product could be
frozen during the peak season fillet operation, and then nade
during the shoul der season when the equi pnment and the personne

wer e avai l abl e.

MR. SHACTLER expressed his agreenent that the waste could be
frozen during the peak of the season and then canned after the
prime season

11: 21: 35 AM

JULI ANNE CURRY, Representative, United Fishermen of Al aska,
reported that United Fishermen of Alaska (UFA) consisted of 36
menber associ ations and nore than 450 busi nesses and individuals
participating in fisheries throughout Al aska. She testified in
support of SSHB 204 which was consistent with a |ong standing
UFA priority for the consideration of nodification to current
raw fish tax rebate provisions to encourage processor investnent
in herring and other processing equipnent, as well as nodernize
canni ng equi pnent, and increase energy efficiency. She said
that the proposed bill allowed the processing sector to
encourage innovation and provide incentives for response to
changi ng mar ket denands.

11:23:13 AM

CHAIR SEATON posed a question to the industry, directing
attention to page 3, line 14 [11] which renoved the word
"sal nron" for product developnent tax credits, and he asked for
further interpretation of the ongoing |anguage. He offered his
belief that a m srepresentation would not be fraudulent, as the
product devel opnent, the use of the equipnent, or the anount of
product could have significantly changed. He asked for the
intent of that wording to be clarified.

CHAI R SEATON said that SSHB 204 woul d be hel d over.
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OVERVI EW Al aska Seaf ood Marketing Institute (ASM)

11:25: 21 AM

CHAI R SEATON announced that the next order of business would be
an overview by the Al aska Seafood Marketing Institute.

11: 25: 48 AM

M CHAEL CERNE, Executive Director, Al aska Seafood Marketing
Institute (ASM), presented a PowerPoint and indicated slide 3,
"I mpact of Alaska Seafood Industry,"” stating that fishing was
big business in Alaska, and responsible for a lot of jobs, as
well as tax revenue, as Al aska produced nore seafood than every
other state in the United States conbined. He reported that
Al aska would rank in the top 10 of seafood producing countries.
Directing attention to slide 4, he explained each of the species
harvested by volume, wth pollock, Pacific cod, and other
groundfi sh accounting for nore than 80 percent. Referring to
slide 5 the sane chart expressed in value revealed that the
| oner volune fisheries, including salnon, crab, black cod, and
hal i but, accounted for alnost 60 percent of the value. Slide 6,
"Ex-Vessel Value of AK Seafood,” depicted the tax base for
funding to ASM, as the seafood industry had agreed to a
voluntary 0.5 percent tax on the val ue. He pointed out that
this annual average price per pound was the nmetric by which ASM
performance was judged, although he acknow edged that there were
many fish price factors outside of ASM's control. Mwving on to
slide 7, "Exported Value of Al aska Seafood,” he reported that
the United States was the |argest customer of Alaska seafood,
even though 60 percent was exported, predomnantly to Europe,
China, and Japan. He presented slide 8, noting that Al aska
ranked sixth in the world as a seafood exporter.

11:29:14 AM

MR. CERNE reviewed slide 9, "Hi storical Al aska Sal non Harvest,"
a graph showing the statistics from 1900 through 2010. He noted
that the fish harvest during this tinme had increased from 25
mllion fish to nore than 272 mllion fish in the current year.
He | auded the efforts of the Alaska Departnent of Fish & Gane
and the Board of Fish. He presented slide 10, "Al aska Sal non by
Species - 2013," which offered an estimated breakdown by each
species, and reflected a harvest of nore than 1 billion pounds
of fish. He reported that 80 percent of the volume and the
val ue was from pi nk and sockeye sal non. He declared that slides
11 and 12 reflected the value and the success of marketing by
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ASM for the fishing industry, and, despite a rising global
supply of salnmon, including farned Atlantic salnon, the ex-
vessel price of wld Al aska salnon had increased. He pointed
out that the price for farmed sal nron had dropped.

MR. CERNE stated that there was often surprise for the "breadth
and the depth of the activities that we're involved in to market
the state's seafood all over the world." He junped to slide 35,
"ASM's WEEK AT A GLANCE," and he described the various retail
and food service pronotions being conducted during February. He
reported that ASM was working on a canned sal non marketing plan
to sell the excess pink salnon from the current harvest. He
shared that the ASM public relations firm had secured an
interview with Alaska Airlines magazine regarding the inpact of
t he seafood industry in Al aska.

11: 36: 06 AM

MR. CERNE reviewed slide 36, "ASM Budget," listing its revenue
sources, which included the aforenentioned industry tax, as well
as general fund requests from the State of Al aska, and funding
from the Federal Market Access Program Directing attention to
slide 37, "FY14 ASM Program Budget," he described the program
budget allocations, which included $8 million for international,
$6 mllion for domestic, and $4 mllion for administration. He
described the structure and organization of the Al aska Seafood
Marketing Institute, slide 39, noting that ASM was a
public/private partnership housed in Departnent of Conmmerce,

Community & Econom ¢ Devel oprment. As the Executive Director, he
reported to a seven nenber board, which was appointed by the
governor and included five processors and two fishernen. He

reported that there were also four ex-officio nenbers of the
board, one each from the senate, the house, the governor's
office, and the departnent. He shared that there were eight
very active volunteer commttees which supported and guided the
ASM  work through studies of specific issues and advice. He
| auded the dedication, experi ence, and expertise of the
commttee nmenbers, many of whom were seafood professionals. He
stated that the commttees approved the budget and guided the
mar keting efforts, nmaking ASM an industry |ed organization. He
poi nted out that the ASM international program was supported by
six overseas marketing representatives in Europe, Japan, China,
and Brazil. He noted that in 2010 ASM had started a Custoner
Advi sory Panel, conprised of eight to ten of the |argest Al aska
seaf ood custoners worldw de. In response to Representative
a son, he said that there were tw overseas narketing
representatives in China, and another representative from China
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on the aforenentioned Customer Advisory Panel. He reported that
this group was brought to Alaska each year for discussions on
i nprovenent, trends, and opportunities for ASM.

11:40: 41 AM

MR. CERNE addressed slide 40, "ASM Mssion:" and read:
"increase the economc value of Alaska seafood,” which he
rel ayed was acconplished through a variety of ways, including
brand awareness, long and short term marketing plans,
coll aboration wth industry marketing, quality assurance,
education, and research. He stated that ASM had done a good

job, as it was the second nobst recognized brand specified on
US nmenus and was the top choice anongst other seafood
products.

MR. CERNE presented a brief video that hi ghlighted the
essentials of each ASM program and what each did to support the
fishing industry in Al aska. He said that the video was also
avai lable on the internet via YouTube. He directed attention to
the focus on the enmerging markets in Brazil and China, and the

opportunity for growmh that each offered. He nentioned the
school lunch program of 2.5 mllion nmeals per day, and the
desire to get Al aska pollock on that national nenu. He stated

that, as chefs had a trenendous anount of influence over
consuner behavior, 26 chefs had been recruited as anbassadors of
Al aska seaf ood. He pointed out that ASM al so sponsored Kikkan

Randall, who was conpeting at the Qynpics in cross country
skiing, and who would pronote the healthy aspects of Al aska
seafood at various events upon her return. He reported that

social nedia offered the opportunity to reach a younger
generation, and that ASM was taking full advantage of all the
outlets, although it was a full tinme job to keep up. He
addressed the rash of exaggerated clainms in the press regarding
the threats posed to Al aska seafood by the radiation from
Fukushi ma, and expl ained that ASM was working to share factual,
science based information wth its customners. Directing
attention to slide 48, he reported that ASM was working with
the crab industry to conbat, through education to consunmers and
buyers, the illegal and unregulated crab comng from Russia. He
relayed that a big challenge to ASM was the seafood third party
certification, and he offered his belief that the current
deci sions by Wal-Mart to recogni ze Al aska sal non, sustainability
practices, and the Responsible Fisheries Mnagenment (RFM
certification program "will be huge." Directing attention to
slide 46, "Pinks!" he relayed that ASM was working to help with
the marketing of the excess inventory of canned pink sal non.
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12:01:21 PM

MR. CERNE invited the legislative nmenbers to join ASM at any
gl obal event.

12: 02:15 PM

ADJ OURNVENT

There being no further business before the conmttee, the House
Special Conmittee on Fisheries neeting was adjourned at 12:02
p. m
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