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W TNESS REG STER

RI CH E DAVI S, Representative

Seaf ood Producers Cooperative

Juneau, Al aska

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

SCOTT FI LE, Commerci al Fi sher man
Juneau, Al aska
PCOSI TI ON STATEMENT: Testified during the hearing on HB 251.

KRI' S NORCSZ

| ci cl e Seaf oods

Juneau, Al aska

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

WALT PASTERNAK, Fi sherman
Sitka, Al aska
PCSI TI ON STATEMENT: Testified during the hearing on HB 251.

M KE SVENSON
Sitka, Al aska
POSI TI ON STATEMENT: Testified during the hearing on HB 251.

JOHN MURRAY
Sitka, Al aska
PCOSI TI ON STATEMENT: Testified during the hearing on HB 251.

SHAWN G LMAN, Fi sher nan
Cordova, Al aska
POSI TI ON STATEMENT: Testified in support of HB 251.

NANCY HI LLSTRAND, Owner

Pi oneer Al askan Fi sheries

Homer, Al aska

PCSI TI ON STATEMENT: Testified in support of HB 251.

MARK ROBERTS, Troll Fisherman
Pet er sburg, Al aska
POSI TI ON STATEMENT: Testified in opposition to HB 251.

M KE MANN, Fi sher man
Juneau, Al aska
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PCSI TI ON STATEMENT: Testified in support of HB 251,

KEN ALPER, Director

Tax Division

Depart ment of Revenue (DOR) Juneau, Al aska

PCSI TI ON STATEMENT: Provi ded tax nodel information, during the
heari ng on HB 251.

ACTI ON NARRATI VE

10: 02: 08 AM

CHAIR LOQUI SE STUTES called the House Special Comittee on
Fisheries neeting to order at 10:02 a.m Representatives Stutes,
Johnson, Mllett, Otiz, and Herron were present at the call to
order. Representatives Kreiss-Tonkins and Foster arrived as the
nmeeti ng was in progress.

HB 251- ELECTRONI C TAX RETURNS & FI SHERI ES TAXES

10: 03: 03 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."

CHAI R STUTES opened public testinony.

10: 03: 43 AM

RICHE DAVIS, Representative, Seafood Producers Cooperative,
provided a brief history of the Sitka based organi zation, as the
| argest and ol dest cooperative of its type in North Anerica. In
FY 15, the association's 650 nenbers paid approximtely $800, 000
into the state's general fund, via the fisheries business tax.
He called for visibility of the states over all plan, to solve
the budget gap, in order to identify where the fisheries tax
contribution ranks. The debt wll not be solved by an
additional fisheries business tax, he opined, nor could all the
conbi ned resource extractions of the state provide the necessary
revenue required to bridge the fiscal gap. The 1 percent
proposed tax represents a significant amount to the fisherman
but is insignificant when considering Alaska' s total budget

HOUSE FSH COWM TTEE - 3- February 23, 2016



shortfall. He agreed that fishernen play a role in the
shortfall equation, but that role has not yet been made clear to
the organi zation. The proposed cuts to the Al aska Departnment of
Fish & Ganme (ADF&5 conpound the issue. The nanagenent
principles provided by the agency are integral to preserving the
sustained yield fishing industry that is a shining star in the
gl obal rmarket. He stressed that adding a tax, while cutting
ADF&G funding, is not a supportable action and is being viewed
as a crippling blowto the industry.

10: 08: 03 AM

REPRESENTATI VE  JOHNSON  comrent ed t hat a view of t he
conprehensive tax plan has been requested by other interest
groups, and explained that the conmttee process is the first
step; prior to proposals being heard by the finance commttee
He stressed that interest groups are not being singled out, but
rat her opportunities for testinony are being provided, by the
specific conmttees, in order to assenble and neld information
fromall state resource areas.

CHAI R STUTES added that HB 251 is being thoroughly reviewed in
cormmittee to honor that process and provide the tine necessary
for public comrent.

10: 11: 08 AM

REPRESENTATI VE HERRON noted that conversations were held by the
executive branch, as well as the |egislature, and asked whet her
the association was in attendance.

MR. DAVIS said the last opportunity for conversation was in
June, 2015. At that tinme, an agreenent was reached to continue
to work closely with other resource groups and identify any
| arge pots of noney. The fisherman know they w Il be part of
the solution, however, being too conpliant may be m sread and
concern exits that the state m ght then inpose further demands.

REPRESENTATI VE HERRON noted that the 1 percent proposed tax has
generated wi de conment, and he asked if a different figure m ght
better serve the industry.

MR. DAVIS responded that the value of the fish and products
woul d need to be studied to ascertain appropriate |evies.

10:14: 42 AM
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REPRESENTATI VE ORTI Z asked whether the coop will be inpacted by
t he budget cuts to ADF&G

MR. DAVIS said any specul ation would be broad based, due to the
scope of activities and variables involved; however, the
departnment has provided economic health by way of effective
managenent .

10: 18: 35 AM

SCOIT FILE, Conmercial Fisherman, said, after 45 years in the
business, fishing remains a difficult industry to be in.
Certainly, ADF&G has worked to keep the fisheries stable, but
the fluctuations in catch quotas, fish prices/sales, and other
factors continue to be an economic burden in fishernen's lives.
He recalled several situations effecting fisheries that have
occurred during the last three decades, and drew a conparison
between the oil and fishing industries. To wap-up, he said:

Do we take noney fromfamlies in a recession - no. |
believe we are in a recession in this state. Do |
believe that the state has cut enough - | don't think
SO. Wl people lose their jobs - yes. W1l people
suffer - yes. WII the cost of this governnent, here
in the state, dictate how we live our lives - yes. I
think the state needs to cut nore. | don't want to
see the state end up |i ke our federal governnent.

10: 22: 35 AM

REPRESENTATI VE KREI SS- TOWKI NS asked for an opinion on the cuts
bei ng made to ADF&G

MR. FILE said reductions need to be done in a responsible
manner, and expressed concern for effects the reductions may
have on fish managenent.

REPRESENTATI VE KREI SS- TOWKI NS asked whether there is an area of
agency nmanagenent that would be perceived as |less harnful to the
fisheries.

MR. FILE reaffirmed his previous statenent.

10: 24: 42 AM

KRIS NOROSZ, stated opposition to HB 251, paraphrasing from a
prepared statenent, which read [original punctuation provided]:
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| am here representing Icicle Seafoods. W have five
| and plants and three floating processors.

| appreciate the opportunity to testify and that the

bill has already had several hearings. | have been
learning with you in these hearings as | listen to the
presentations by the Dept. of Revenue and the

di scussions that result.

We understand the difficulties we face as Al askans
with the State’s current fiscal challenge and we wi sh
to work together to be part of the solution.

However, as always, the devil is in the details. And
we sinply feel there has not been enough consideration
and analysis of the inpacts of the proposed action.
Nor, and perhaps nobst inportantly, has there been
enough tine to determine if there is a better approach
to raise the anount of funds needed to bridge the gap
bet ween revenues and the cost of ADF&G nanagenent and
research, wthout being wunduly detrinental to the
i ndustry.

Canned sal non can |ikely not handle an increase in the
tax rate. It is already at 4.5% which is higher than
for fresh or fresh frozen products and is not an
i ncrease that can be passed on to the consuner.

| am not certain how we got to our current multi-
tiered rate structure. But | do know that in tinmes of
large run strength, as we saw in Bristol Bay and
Prince WIlliam Sound this |ast season, canning sal non
is a critical conponent to handling large salnon
harvests, it can absorb a very high volune. W sinply
don’t have the «cold storage and transportation
capacity and the infrastructure to handle all the
salnon that is harvested as fresh or frozen product.
Now is not the tinme to raise the tax rate for canned
sal non.

In the past two years the seafood industry has had to
grapple with a $2 increase in the mninmum hourly wage
and a strong dollar on the world nmarket that has nade
for considerably challenging conditions to keep sal non
as a desirable and affordable comopdity that can
conpete with other protein sources.
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Unli ke sone of the other natural resource industries,
the fishery resources are a renewable resource that

will continue to provide revenues as long as the runs
stay healthy and are managed properly for future
generations as mandated by our Constitution. It can

continue to generate revenues for the State and
muni ci palities and continue to drive the State's
econony into perpetuity.

| appreciate that the bill directs any new revenues
collected as a result of changing the fisheries tax
rate to go directly to the State. I would feel nore

confortable if we had sone assurance that the funds
would be wused to cover the cost for fisheries
managenent .

If the Fish & Game budget is cut to such a degree that
they are unable to adequately nmanage the fisheries, we
al | | ose. It wll result in foregone harvest
opportunities that will lead to a loss in revenue to
the State and nunicipalities, |ost wages and jobs, and
a downward push on the State’s economic vitality.

| appreciate Representative Johnson’s coments that
the Legislature is not taking a pieceneal approach but
rather a conprehensive approach to bridging the

State’s fiscal gap. This is very reassuring and an
inmportant point to have as part of the Commttee’s
record.

W understand it is going to take all of us
contributing in a variety of fashions to nake this all
wor K.

W wish to work with you to find a solution we can al
live with to address the chal |l enge before us.

10: 29: 03 AM

REPRESENTATI VE M LLETT asked if a change in the departnent's
managenent practices have been observed, follow ng recent cuts,
or has the status quo been naintai ned.

M5. NOROSZ surm sed that with | ess data avail abl e, ADF&G manages

nore conservatively. She reported that fewer test fisheries
have been observed. Additionally, the level of field work that
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occurred in the 1970-80's is no longer taking place. She
conjectured that given today's technology, field work my be
handl ed differently with simlar efficiency.

REPRESENTATI VE M LLETT asked for conment on the inpacts that the
tax will have on the industry.

M5. NOROSZ opined that the area |east able to absorb a raise in
tax levels is canned salnon. She nmaintained the need to
entertain another assessnent nodel to arrive at a viable
sol ution.

10: 31:46 AM

REPRESENTATI VE HERRON pointed out that M. Norosz served as an
expert on the Alaska Arctic Policy Conmm ssion. He asked whet her
her opinion was solicited by the admnistration, when this
i ndustry tax was being formul ated for proposal.

M5. NOROSZ answered, no, not specifically.

10: 32: 52 AM

REPRESENTATI VE KREI SS- TOWKI NS asked about the market dynam cs
ef fecting canned sal non.

M5. NOROSZ explained that canned salnon is possibly the highest
priced food sold, and the price is critical on the market shelf
as a conpetitive protein source. Retailers are faced with a
difficulty when shelving such a price sensitive item

REPRESENTATI VE KREI SS- TOWKI NS asked what percentage of gross
sal es canned fish products represent for Icicle Seafoods.

M5. NOROSZ offered to provide further information.

REPRESENTATI VE KREI SS- TOWKINS asked for an opinion on the tax
differential for developing versus established fisheries and
would a flat tax be nore efficient.

M5. NOROSZ offered to provide further information.

10: 36: 56 AM

WALT PASTERNAK, Fisherman, acknow edged the need to pay taxes,
as a neans for citizens to fund governnent. He reviewed the
myriad of taxes that he pays as a fisherman, which, beyond the
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raw fish tax, also include taxes for: mar ket i ng, aquacul ture
enhancenent, federal individual fishery quota, and a fishing
vessel observer. He reported that a decade ago Sitka passed a
citizens initiative that resulted in a $10.00 box tax, |evied on
charter caught fish. Al though a volunteer program he said it
has generated about $120,000 per year and proven hel pful in the
| ocal area. The proceeds are equally divided and directed to
har bor mai ntenance, aquaculture enhancenment, and the Sitka
Mari ne Science Center. Based on the success of this program he
suggested the conmttee consider a charter fish tax to help
of fset the budget situation.

CHAI R STUTES offered that a charter tax is being considered.

10: 40: 10 AM

M KE SVENSON, opined that ADF&G should not be involved in
setting tax rates.

10: 42: 09 AM

JOHN  MJURRAY, Fi sherman, concurred wth previous testinony
regarding the need to consider a tax on the charter boat
i ndustry.

10: 43: 13 AM

SHAWN d LMAN, Fisherman, suggested focus be given to a state
income tax, as everyone benefits from the resources of the

st at e. He opined on the integration of nunicipal and state
taxes, as well as suggesting how governnent becones top heavy
and where admnistrative cuts could occur. Fi ni shing, he said

the governor's proposal has a basic framework of evenhanded
fairness to address the deficit.

10: 47: 14 AM

NANCY HI LLSTRAND, Owner, Pioneer Alaskan Fisheries, stated
support for HB 251, and said fish are a public trust held by the
state. The 1 percent tax, as well as a flat tax, inposed across
the board, are acceptable neasures to inplenent. She held the
expectation for accountability of the funds generated, and that
they will be used to benefit Al askans, fairly and honorably.
The subsidization of hatcheries is an area which should be
halted, as they interfere with, if not harm wld runs. She
mentioned a report by the Institute of Social and Econonc
Research (I SER) supporting her concern for hatcheries and
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suggested ADF&G resources would be better used if focused on
managi ng wild stocks. The original hatchery act was to create a
means for supporting wild runs; however, that is not what is
occurring today wth the private non-profit hatcheries that
ADF&G is bound to serve. Further, the hatcheries glut the
market with the low quality, |ow valued fish. An aquacul ture
regi me has been devel oped over the |ast 40 years, which needs to
be replaced with appropriate habitat protection and wild run
cultivation, and include consideration for shellfish. Finally,
the value added jobs that benefit China should also be
scrutini zed.

10: 50: 23 AM

MARK ROBERTS, Troll Fisherman, stated opposition to HB 251 and
enphasi zed how difficult it is to make a profit at fishing. He
said he hasn't seen a noticeable change in ADF&G s nmanagenent
abilities. He stressed that, in anticipation of another
financially difficult year, the additional taxes wll be hurtfu

to the fishernen.

10: 52: 17 AM

M KE MANN, Fisherman, stated support for HB 251, and opined on
the necessity to <continue naintenance of state supported
hat cheries, which are a benefit to the fishernen. He expressed
concern for the disbursenent of the tax funds, stressing the
i nportance that revenues be well directed and used to boost
| ocal communities and assist fishernen through prograns to buy-
back fishing permts.

CHAI R STUTES closed public testinony after ascertaining no one
further wished to testify.

10: 55: 21 AM

REPRESENTATIVE HERRON referred to the testinony of \Walt
Pasternak and the state and local taxes which he said he is
responsi ble for paying. The nenber asked for a commttee report
on the taxes and anmounts that the Sitka fisherman is burdened
wi t h.

10: 55: 57 AM

REPRESENTATI VE KREI SS- TOWI NS noted a common thread of concern
is the perception that a pieceneal approach is being taken
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t owar ds sol vi ng t he state's budget gap, and t hanked
Representati ve Johnson for clarifying the process.

10: 56: 43 AM

CHAI R STUTES expressed personal reservations for HB 251. She
reported that other industry bills, being reviewed by the
| egi sl ature, appear to be faltering. She said:

| believe that all resources should pay their fair
share, but | don't want to see the fishing industry be
the only one that's subject to a tax increase.

CHAI R STUTES announced HB 251 as hel d.

10: 58: 27 AM

KEN ALPER, Director, Tax Division, reported that an Excel
spreadsheet tax nodel has been posted on the departnent's
website and is available for everyone to access and mani pul at e.

[ HB 251 was hel d over.]

CHAI R STUTES thanked the participants and cancelled the next
schedul ed neeti ng.

10: 59: 31 AM

ADJ OURNMENT
There being no further business before the commttee, the House

Special Conmittee on Fisheries neeting was adjourned at 10:59
a. m
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