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business tax and fishery resource landing tax; relating to
refunds to |ocal governnents; and providing for an effective
date."

- HEARD & HELD
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W TNESS REG STER

VI NCE O SHEA, Vice President

Paci fi c Seaf ood Processors Associ ati on

Juneau, Al aska

POSI TI ON STATEMENT: Testified in opposition to HB 251.

BOB THORSTENSON, JR., Executive Director

Sout heast Al aska Sei ners Associ ati ons (SEAS)

Juneau, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 251.

MALCOLM M LNE, President

North Pacific Fisheries Association (NPFA)

Hormer, Al aska

PCOSI TI ON STATEMENT: Testified in opposition to HB 251.

KEN ALPER, Director

Tax Divi sion

Depart ment of Revenue (DOR)

Juneau, Al aska

PCOSI TI ON STATEMENT: Responded to questions during the hearing
on HB 251.

RHONDA HUBBARD

Kruzof Fisheries, LLC

Sewar d, Al aska

PCSI TI ON STATEMENT: Testified in opposition to HB 251.

BOB KRUGER, Executive Director

Al aska Whitefish Trawl ers Associ ati on

Kodi ak, Al aska

POSI TI ON STATEMENT: Testified with concern for HB 251.
ACTI ON NARRATI VE

10: 04: 37 AM

CHAIR LOU SE STUTES called the House Special Committee on
Fisheries neeting to order at 10:04 a.m Represent ati ves
Stutes, Otiz, and MIllett were present at the call to order.
Representatives Foster, Herron, Johnson, and Kreiss-Tonkins
arrived as the neeting was in progress.

HB 251- ELECTRONI C TAX RETURNS & FI SHERI ES TAXES
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10: 04: 59 AM

CHAI R STUTES announced that the only order of business would be
HOUSE BILL NO 251 "An Act requiring the electronic subm ssion
of a tax return or report wth the Departnent of Revenue;
relating to fisheries business tax and fishery resource |anding
tax; relating to refunds to |ocal governnents; and providing for
an effective date."

10: 05: 30 AM

CHAI R STUTES directed attention to the conmittee packet and a
letter from the North Pacific Fisheries Association (NPFA),
dated 2/11/16. She said the comments expressed, appear to be
representative of the responses that are being received by the
commttee, and she paraphrased the content, which read [original
punct uation provided]:

The North Pacific Fisheries Association (NPFA) is
commercial fishing industry group based out of Homer,
Al aska. NPFA was founded in 1955 and today we have
over fifty nenbers, mainly owners of famly oriented
fishing operations that participate in a variety of
fisheries throughout the State O Al aska.

NPFA is keenly aware of the dire fiscal situation that
the State of Alaska is facing. At our February 11,
2016 Board of Directors neeting our group recognized
that all sectors of the Al askan econony are going to
have to be part of a solution. First and forenost we
believe that all attenpts to curtail budgets and find
efficiencies wthin operations is inperative. As
smal | business owners we understand first-hand the
measur es necessary when tinmes get tough.

NPFA appreciates the fact that a plan has been put
f orward. Wile we do not oppose an increase to the
fisheries landing tax we do oppose the pieceneal
| egi sl ative approach that appears to be occurring.
HB251 and SB135 are good starting points but we would

much prefer a conprehensive bill that includes al
resource industries excluding Gl and Gas which is its
own ani nmal . W want to contribute as an industry

along with the other sectors of the econony.
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Additionally we would like to see analysis of all the
contributions commercial fishing nakes to the econony
including the community revenue sharing program and
progranms that go directly to nanagenent. W are the
beneficiaries of the managenent and see efficient
managenent as a priority for the revenue we create.

Finally, NPFA recognizes this is a process and as nore
anal ysi s and information becones avai l able our
position nmay evol ve.

10: 07: 18 AM

CHAI R STUTES summarized her wunderstanding of public opinion on
HB 251 thus far: the fishermen and fishing industry don't
obj ect unequivocally to the bill, they are willing to pay their
fair share, and they would l|ike to have assurance that al
resource entities are united in the effort to balance the state
budget .

CHAI R STUTES opened public testinony.

10: 08: 07 AM

VI NCE O SHEA, Vice President, Pacific Seafood Processors
Associ ation, stated opposition to HB 251, paraphrasing from a
prepared statenent, which read [original punctuation provided]:

The Pacific Seafood Processors Association is a trade
association fornmed in 1914. Qur nine nenber conpanies
own and operate nore than 26 shore side plants
t hroughout Al aska and three notherships that operate
in the Bering Sea. Col l ectively our nenbers
participate in all of A aska s fisheries. As such
they will be directly inpacted by HB251.

W are reviewing and discussing HB251 and do not
support it inits current format this tine.

Deci ding how and where to inplenent increased taxes on
the Seafood Industry is a conplicated issue. HB251
approach is over-sinplified. Sone have said it is a
1% tax increase; in fact it increases our taxes on
different fisheries from 20% to 33% For exanple it
raises the costs on value added products (including
canned and frozen salnon) when there is significant
unsold inventory due to market conditions raises the
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guestion of should products with value added in Al aska
be taxed at the sanme rate as products wthout value
added here?

Al askan seafood processors sell into global nmarkets
where our custoners have many choices of products and
suppliers. As such, we are price takers, with little
or no ability to pass on additional costs.

New costs from HB251 are being contenplated while the
Al aska seafood industry faces significant production
and marketing chall enges, including:

26% increase in the Al aska m nimum wage over the
past two years

20-30% U.S. currency disadvantage for us selling
to our maj or foreign nmarkets;

20% currency advantage to foreign suppliers
(e.g., farnmed salnon) selling into the U S.

Lack of access to Russian and Ukraini an narkets,
especially for sal non roe.

It has been said the revenue goal for HB251 is to
close the gap between the revenue collected from
comercial fisheries and the costs of nmanaging those
fisheries. However with the proposed new revenue from
increased fisheries taxes there is no assurance that

continued cuts to ADF&G would not resul t in
di m nishment of its fisheries science and nmanagenent
capacity. The resultant precautionary guideline

harvests would pose significant opportunity costs
(decreased revenue) to harvesters, processors, and
coastal communiti es.

We recognize Alaska's fiscal situation neans we al
will have to pay nore. But new or increased taxes
must be balanced and equitable to all of Alaska's
industries, and nust consider the total contribution
they nmake including taxes paid, total enploynent,
sustainability, and economc opportunity. Mor eover
they nust consider the inpacts on the econonmc
viability of the industries being taxed.

HOUSE FSH COWM TTEE - 5- February 18, 2016



W would like to continue to work wth vyou, the
Legislature, and the Governor to find a path forward
on proposed increases in revenue from the seafood
i ndustry.

10: 12: 24 AM

REPRESENTATI VE FOSTER asked what other options the association
woul d |i ke to see consi dered.

MR O SHEA said wunderstanding the inpacts of any tax 1is
inmportant, and taxing a comobdity producer versus a consuner
paying tax neans different things. Corporate incone tax comes
from top profits, raw fish tax begins at the bottom He
declined to make a specific suggestion, at this tinme, but
cautioned the conmittee to scrutinize proposals and ensure the
result does not produce nore harmthan good.

10: 15: 53 AM

BOB THORSTENSON, JR., Executive Director, Southeast Al aska
Seiners Associations (SEAS), stated opposition to HB 251 and
pointed out that an Institute of Social and Econonic Research
(I SER) study has not yet been conpl et ed. Bei ng wel |l acquai nted
with tax structures, he said a 1 percent increase on the
processors would actually result in a 10 percent tax on the
entire sector; representing a |large burden. He offered a nunber
of scenarios, conjecturing on what the future may | ook |ike for
the state. A tax schenme nust be appropriately vetted, he said.
Uni nt ended consequences nmay be far reaching, he opined, and
offered further predictions of the possible ramfications. A
maj or consideration from association nmnenbers has been the
muni ci pal share structure. Many communities in Al aska do not
benefit from the tax that the fishing grounds they support
produce, he pointed out. A local fisherman, such as hinself,
may participate in fishery openings in Angoon, Juneau, or
Hoonah, but land the catch in Petersburg or Ketchikan, which
beconme the municipalities receiving the share benefit.

10: 24: 22 AM

REPRESENTATIVE ORTIZ noted that there could be an issue
regardi ng foregone harvest. He asked for comrent on the surplus
fish that can exist following fishery openings and escapenent
goal targets.
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MR. THORSTENSON concurred that there is no doubt a percentage
per haps seven percent, of any catch are left in the water.
Adequate managenent is sonetines Jlacking in capturing all
harvestable fish, but in general ADF&G does a |audable job of
ensuring maxi mum harvests.

10: 26: 12 AM

REPRESENTATI VE HERRON referred to the bill, Sec. 2, and asked
for comrent regarding the electronic reporting requirenent.

MR. THORSTENSON def err ed.

REPRESENTATI VE HERRON referred to the bill, Sec. 3 and Sec. 4,
which delineates the new tax rates, and asked if it is clear to
SEAS how the rates were chosen, and what rationale was applied
in the decision process.

MR. THORSTENSON said he was not present at the neetings when
determ nations were nade, but attended a presentation |uncheon
Certainly the fishermen are wlling to pay a fair share to
support the state coffers, along with the other industries, he
sai d.

10: 30: 36 AM

MALCOLM M LNE, President, North Pacific Fisheries Association
(NPFA), stated opposition to HB 251, and thanked the chair for

reading the NPFA letter. He reiterated that the conmerci al
fishermen expect to contribute to the budget shortfall. I tens,
such as the fuel tax, multiply the fishing industries burden. A
conprehensive bill, that incorporates all fishing resource

i ndustries, could be supported.

10: 32: 35 AM

REPRESENTATI VE FOSTER offered that the aviation industry may
only have effects from the proposed fuel tax, the bar owners

association wll be effected by the liquor tax, but the
fishermen will be effected by conpounded taxes.
10: 33: 09 AM

REPRESENTATI VE HERRON asked whet her the decision for setting the
tax at 1 percent, has been expl ai ned.

MR. M LNE responded, no.
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10:34:17 AM

KEN ALPER, Director, Tax Division, Departnment of Revenue,
expl ai ned the process for arriving at the proposed 1 percent tax

raise. Formulas were considered and various fisheries were
scrutinized. The intent was to generate $18-20 mllion for the
state budget. On request from the Chair, he agreed to provide

t he worki ng docunents, including the working nodel.

[A brief discussion regarding the availability of departnental
i nformati on ensued. ]

10: 40: 39 AM

REPRESENTATI VE JOHNSON pointed out that the admnistration took
the right approach in not creating an omibus bill, but breaking
it out to each departnment, which in turn allows the various
conmttees to hold open hearings and bring a deeper
under st andi ng to bare.

MR.  ALPER agreed, noting that the approach allows the
| egislative committees to bring expertise and focus to the
different target areas.

10: 42: 38 AM

RHONDA HUBBARD, Kruzof Fisheries, LLC, testified in opposition
to HB 251, and said additional tinme is necessary to identify an
equitable way to tax the industry, due to its conplexity. The
taxes do need to be updated, she agreed, but it should happen in
consultation with the stakeholders. She suggested several areas
that could be reforned to elimnate inconsistencies and provide
fiscal efficiencies including reporting processes for harvest
vol une, federal fisheries, and |anding informtion. Regar di ng
equal tax distribution, she said the charter catch has been
considered and in Sitka proven viable, generating about $500, 000

in a box assessnent. The charter and sport fishing fleets
benefits from the managenent data that is collected on, and paid
for by, the comercial fleet. She stressed the need to for

further consider taxing the charter catch industry.

10: 46: 15 AM

REPRESENTATI VE KREI SS- TOWKI NS asked whether there have been
deliberations in the departnent to raise revenue across al
sectors of the fishing industry.
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MR. ALPER responded that informal discussions take place on an
on- goi ng basis. However, it would be difficult to norph the
existing comrercial fish tax statutes to include charter
fi shing.

10:48: 58 AM

REPRESENTATI VE KREI SS- TOWKI NS reasoned that raw fish represent a
t axabl e resource. The commercial fishernmen are paying for the
privilege of extracting that resource, and charter operators are
also making a living from persecuting the sane resource. An
equitability consideration appears to be within reason, he said.

MR. ALPER offered that fees could be built into the charter
licensing structure to apply to an operator's volune of catch.
The departnment woul d be open for discussion, he invited.

10: 50: 49 AM

REPRESENTATI VE JOHNSON offered that a bill has been introduced
whi ch affects sport fish licensing, and big ganme guides. It's
being presented as an increase in fees, rather than a tax, he
sai d.

10: 51: 40 AM

BOB KRUCER, Executive Director, Alaska Witefish Trawers
Associ ation, stated concern for HB 251, and said for the |arge,
trawl vessels, the suite of taxes being proposed invokes
trepidation. The profit margin inherent to the fleet is narrow,

and once inposed a tax my never be wthdrawn. He said
including a date for annual review or possible sunset would be
hel pful . The fishing industry is difficult to enter and this

may represent a disincentive to young fishernen, he opined.

10: 55: 07 AM

CHAIR STUTES closed public testinony after ascertaining no on
further wished to testify.

[ HB 251 was hel d over. ]
10: 56: 00 AM

ADJ OURNVENT
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There being no further business before the commttee, the House
Special Conmittee on Fisheries neeting was adjourned at 10:56
a.m
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