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FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction): 
Title Direct Marketing Fisheries Business

Fiscal Note Number: 

Bill Version:

(S) Publish Date:

Dept. Affected:
> D U
Component

1
C S S B  286(L&C)

2/18/04

Revenue
Revenue Programs & Services

Tax Division
Sponsor Sen. Stedman/ Salmon Taskforce
Requester Senate Labor and Commerce

Expenditures/Revenues______________________

Component No. 

(Thousands of Dollars)

2476

Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPEN D ITU RES FY 2005 FY 2006 FY 2007 FY 2008 FY  2009 FY 2010
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

24.6 49.2 49.2 49,2 49.2

0.5 1.0 1.0 1.0 1.0

TO TA L O PERATIN G 25.1 50.2 50.2 50.2 50.2

C A P ITA L EXPEN D ITU RES  |

CHANGE IN R EV EN U ES  ( ) *★ ** kk kk kk kk

FUND SO U RCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F Match
1004 GF
1005 GF/Program Receipts 
1037 GF/Mental Health
Other (Specify Type--Do not abbreviate)

25.1 50.2 50.2 50.2 50.2

TO TA L 25.1 50.2 50.2 50.2 50.2

Estim ate of any current year (FY2004) cost: 0.0
Check this box (X) if funding for th is bill Is included in the Governor's FY  2005 budget proposal: 

POSITIONS
Full-time 1 1 1 1 1
Part-time
Temporary

A N A LYSIS : (Attach a separate page if  necessary)

"  See page 2

Prepared by: 
Division

Approved by: 
Agency

Chuck Harlamert Phone 465-2320
Tax Division Date/Time 2/10/04 8:05 AM

Steve Porter, Deputy Commissioner Date 2/10/2004
Department of Revenue

(Revised t^2C03OMB) Page I of_2__



FISCAL NOTE #1

ANALYSIS CONTINUATION

Revenue Analysis

Fisheries Business Tax
We estimate that during the calendar year 2002 there were 120 fisheries business taxpayers who would have operated under the 
direct marketing fisheries business license authorized by the bill. Together this group reported taxable value of just over 52.4 million 
with a combined tax liability of just over 5120.000 at current rales. Existing rates for floating processors are 5% for established 
species and 3% for developing species. Based on their 2002 activity, the lax liability of this group would be approximately 570,000 
at the 3% and 1% rales established by this bill. The impact of the lower tax rates, standing alone, would have been to decrease 
revenue to the state and local governments by approximately 550,000. Nevertheless we expect the overall revenue Impact of the 
bill to be neutral or positive.

We believe that the Impact of the rate reductions will be offset by the effect of other provisions within the bill. The “exclusion" under 
AS 43.75.017 Is not in fact an exclusion from taxation. The “exclusion" merely transfers the responsibility for the tax to the licensed 
fisheries business who purchase processed fish from the fisherman. By making the exclusion mandatory the bill will reduce 
confusion over who is the taxpayer under the law. We expect that the definition of taxable value will be perceived by the affected 
taxpayers as more fair than existing law. The bill also simplifies enforcement of the complex Issue of taxable value. These factors 
strongly influence tax compliance, accordingly we expect revenue from Improved compliance to offset the reduced tax rates.

Salmon Enhancement & Marketing Taxos
Current law places the burden for collection of salmon enhancement and marketing taxes solely on the buyer. Buyers in casual 
sales are often unaware of the requirement which is impractical to enforce. The bill addresses this issue by requiring fishermen 
who sell salmon to unlicensed buyers to pay their salmon enhancement and marketing taxes directly on a single annual return. We 
expect between 300 ar.d 100 additional returns as a result of this change but are unable to estimate associated revenues.

STATE OF ALASKA BILL NO. CSSB 286(L&C)
2004 LEGISLATIVE SESSION

Cost Analysis
For 2003 we issued 310 fisheries business licenses to fishermen who we believe will qualify for the direct marketing fisheries 
business license under this bill. Many of these fishermen did not engage is taxable activity, but cbtained the license in the event 
that an opportunity or need to process or export their catch arose during the year. Of these 310 licensees, 194 provided security for 
estimated tax totaling Just over 5129,000. This data implies that direct marketing activity in 2003 was higher than in 2002. We 
expect that the bill will further increase the number of fishermen who participate in processing and direct marketing activity. The 
number of license applications and fisheries business tax returns will increase proportionately.

The bill authorizes direct marketers to report taxable value at the prevailing price in the region or market area. The prevailing price 
is used to prevent the taxation of value added by the direct marketer and thus to measure their tax base consistent with the rest of 
the industry, The bill provides the department with authority to restate taxable value consistent with market transactions in the 
market area where the reported vaiue is inconsistent with values reported by other taxpayers. The department must compare 
values reported by these taxpayers to those reported in arms length transactions with in the area to ensure compliance.

The overall number of fishermen who are responsible for filing returns will increase by three to four hundred based on 2003 Catcher 
Seller permits issues by ADF&S. Existing direct marketers will file fewer returns. We estimate that the net increase in salmon 
enhancement and marketing tax returns v/ill be between 150 to 250 annually based on current activity.

We request funding of a Tax Technician II position beginning the second half of FY05 representing the combined elforts for 
licensing, compliance, and lelurn processing under the bill.

Page_2_of_2



FISCAL NOTE
STATE OF ALASKA
2004 LEGISLATIVE SESSION

Revision Date/Time (Note if correction):_________
Title Relating to direct marketing fisheries

Fiscal Note Number: 

Bill Version:

(S) Publish Date:

C S SB  286(L&C)

2/18/04

Fish and Game

businesses, to the fisheries business tax
Sponsor
Requester

Dept. Affected;________
’ RD'J Commercial Fisheries
Component __________________________

Senator Stedman
Senate Labor & Commerce

E xpenditures/R evenues

Component No. 

(Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below.
OPERATING EXPEN D ITU RES FY 2005 FY  2006 FY 2007 FY  2008 FY 2009 FY 2010
Personal Services
Travel
Contractual
Supplies
Equipment
Land & Structures
Grants & Claims
Miscellaneous

TO TA L O PERATIN G 0.0 0.0 0.0 0.0 0.0 0.0

C A P ITA L EXPEN D ITU R ES

CHANGE IN R EV EN U ES  ( ) |

FUND SO U RCE (Thousands of Dollars)
1002 Federal Receipts
1003 G F  Match
1004 G F
1005 GF/Program Receipts
1037 GF/Mental Health
Other (Specify Type-Do not abbreviate)

TO TA L 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2004) cost: 0.0
Mark th is box (X) if funding for this bill is  included in the Governor's FY  2005 budget proposal:

POSITIONS
Full-time
Part-time
Temporary

A N A LYSIS : (Attach a separate page if  necessary)

Passage of this legislation would have no fiscal impact.

Prepared by: 
Division

Approved by: 
Agency

Sarah Gilbertson Phone 465-6137
Legislative Liaison Date/Time 2/6/04 12:56 PM

Commissioner Kevin Duffy Date 2/6/2004
Alaska Department of Fish & Game

(R«wlod 12/2003 OM8) Page 1 of 1



A l a s k a  St a t e  L e g is l a t u r e
INTERIM

State Capitol, Rm 30 50 From Street
Juneau, Alaska 99801-1182 Ketchikan, AK 99901-6442
(907) 465-3873 Phone I '$ I Phone (907) 225-8088
(907) 465-3922 Fax Fax (907) 225-0713
(877) 463-3873 Toll Free 
Senator_Bert_Stedman@legi5.slale.ak.us

S e n a t o r  B e r t  K . S t e d m a n

SPONSOR STATEMENT 
SB 286

"A n  Act re la tin g  to d irec t m ark e tin g  fish erie s  b u s in e sse s"

S en a te  Bill 286, re c o m m e n d e d  by  the Jo in t L eg isla tive  S a lm o n  In d u s try  T ask  Force, w ill 
p ro v id e  fa irness in  the  tax a tio n  o f sm a ll-b u s in ess  com m ercia l fish erm en .

In  to d a y 's  m a rk e tp la c e  o f lo w er sa lm o n  p rices  a n d  a d e m a n d  fo r h ig h -q u a lity  p ro d u c t, 
m a n y  fish erm en  a re  ch o o sin g  to sell th e ir ca tch  d irec tly  to re s ta u ra n ts , g ro ce ry  s to res  
a n d  co n su m ers . In  d o in g  so , these  e n tre p re n e u ria l fish erm en  o ften  freeze  o r o th e rw ise  
p ro cess  th e ir  fish, th u s  a d d in g  v a lu e  to A la sk a 's  fishery  re so u rces . U n fo rtu n a te ly , 
A la sk a 's  c u rre n t tax s tru c tu re  ac tu a lly  p en a lize s  th is  m a rk e t-d r iv e n  b u s in e ss  decision . 
T he F isherie s  B usiness Tax, o r  FBT (AS 43.75.C15), re q u ire s  sm all b o a t f ish e rm e n  w h o  
p ro cess  o n ly  th e ir o w n  ca tch  to p a y  a 5% tax, the  sam e  tax ra te  as  la rg e  in d u s tr ia l-sca le  
f lo a tin g  p ro cesso rs  th a t p ro cess  a m u c h  h ig h e r  v o lu m e  o f fish.

F u rth e rm o re , the  c u rre n t s tru c tu re  taxes sm all b o a t f ish e rm en  a t an  im p ro p e r ly  h igh  
p o in t  o f sale. S ho re-b ased  p ro cesso rs  p a y  th e ir FBT a t 3% of th e  " g ro u n d s  p ric e "  w h ich  
is  th e  p rice  p a id  to fish e rm en  for ra w  fish d e liv e red  to th e  p ro cesso r. H o w e v e r , a sm all 
d irec t m a rk e te r  m u s t n o w  p a y  th e ir 5% FBT b ased  on  the  p rice  a t th e ir  firs t p o in t of sale  
w h ich  is u su a lly  m u ch  h ig h e r  b ecau se  it is a w h o lesa le  o r re ta il p rice . In effect, th is 
m e a n s  th a t A laska c u rre n tly  p en a lize s  "v a lu e  a d d in g "  to  o u r  f ish e ry  re so u rc e s  w h en  
d o n e  b y  sm all c a tc h e r /p ro c e s so rs  a n d  d irec t m ark e te rs .

By c re a tin g  a "D irec t M ark e tin g  F isheries  B usiness L icense," SB 286 reco g n izes  the 
im p o r ta n t d is tin c tio n  b e tw e e n  la rg e  an d  sm all flo a tin g  p ro cesso rs  a n d  w ill end  the 
d is in c en tiv e  A laska c u rre n tly  p laces  on d irec t m a rk e te rs . T he  bill is u n a n im o u s ly  
s u p p o r te d  b y  the Jo in t L eg isla tive  S a lm o n  In d u s try  T ask  Force a n d  w ill p ro v id e  fair tax 
re lie f  to  these  A lask an  sm all b u s in essm en .

D is t r ic t  a
Ketchikan • Sitka •  Petersburg •  W rangell 

Pelican • E lfin Cove » Port A lexander « Saxman •  Meyers Chuck * Thorne Day •  Coffman Cove •  H ollis
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A l a s k a  St a t e  L e g is l a t u r e
SttfiQNinterim
State Capitol, Rm 3 0 5 0  Front Street
Juneau, Alaska 99801-1182Ketchikan, AK 99901-6442
(907) 465-3873 P h o n e p honc (907j  225-8088
(907) 465-3922 F a x F a x  (907)225-0713
(877) 463-3873 Toll Free 
Senator. Hert_Stedmaneiegis.stale.ak us

S e n a t o r  B e r t  K . S t e d m a n

SECTIONAL ANALYSIS 
SB 286

"A n Act re la tin g  to d irec t m ark e tin g  fish eries  b u s in e sse s"

Sec. 1 E x ten d s F isheries  B usiness Tax E xclusion . In  ex istin g  law , FBT m u s t be
p a id  b y  a p e rso n  w h o  firs t p ro cesses  the  fish. A n  e x e m p tio n  exists for 
fish erm en  w h o  freeze fish  o n b o a rd  b u t w h o  then  sell the  p ro d u c t to a 
p ro cesso r. T his ex em p tio n  w a s  ta ilo red  to tro lle rs  w h o se  fish ing  
o p e ra tio n s  o ften  d e m a n d  th a t th ey  freeze  a t-sea  ev en  th o u g h  they  a re  n o t 
d irec t m a rk e tin g  th e ir p ro d u c t. Sec. 1 o f th is bill ex te n d s  th is  ex em p tio n  to 
all vesse ls  th a t p ro cess  a t-sea  th en  sell to a p ro cesso r. T he D e p a rtm e n t of 
R ev en u e  ask ed  for th is c larifica tion  of tax  re sp o n sib ility . N o th in g  in  th is 
sec tion  w ill affect s ta te  rev en u e .

Sec. 2 R educes the F isheries B usiness Tax ra te  fo r d irec t m a rk e te rs  from  5% to
3%. A lso  a llow s D e p a rtm e n t o f R ev en u e  to  estab lish  the  m a rk e t v a lu e  o f 
fish  p ro d u c ts  for taxa tion  of d ire c t m a rk e te rs  b ased  o n  av e ra g e  p rice s  p a id  
b y  p ro cesso rs  in  the reg ion .

Sec. 3 R ela ted  to Sec. 1. W ou ld  a llo w  fish e rm e n  w h o  d o  so m e  p ro cess in g  o n
b o a rd  the ir vessel, b u t w h o  th en  sell it to a p ro cess in g  co m p an y  ra th e r  
th a n  d irec t m a rk e tin g  it, to be  ex em p t fro m  th e  F isheries B usiness Tax.
T he  " licensed  fisheries  b u s in ess ,"  m e a n in g  the  p ro cesso r, w ill p ay  the  tax. 
A s in  Section 1, the d e p a r tm e n t ask ed  th a t tax liab ility  in  th is  p ro d u c tio n  
scen ario  be  c larified  a n d  s ta te  re v e n u e  is unaffec ted .

Sec. 4 P ro v id e s  for a n e w  D irect M ark e tin g  F ish erie s  B usiness L icense to be
is su e d  by  the D e p a rtm e n t o f R evenue . T h is  v  ill a llo w  fisherm en  w h o  ow n  
o r lease  a vessel o f 65 ft. o r less to catch , p ro cess  an d  sell b o th  p ro cessed  o r 
u n p ro cessed  fish  p ro d u c ts  in A laska o r ou t-o f-s ta te .

D irec t M arket b u s in esses  w o u ld  be  p ro h ib ite d  from  b u y in g  an d  
p ro cess in g  fish from  o th e r  f ish e rm en  u n d e r  th is license. A fish erm an  w h o  
w ish es  to p a r tic ip a te  in th ese  ty p es  of ac tiv ities  still h as  th e  ab ility  to 
b eco m e a b u y e r o r p ro cesso r u n d e r  the c u rre n t reg u la tio n s .

D is t r ic t  A
Ketchikan * Sitka * Petersburg •  W rangell 

Pelican * E lfin  Cove •  Pori A lexander •  Snxwan •  Meyers Cliuek •  Thorne Pay •  Cojjman Cove » l lo lh s



Id en tifie s  tax  liab ilities  an d  es tab lish es  a n  a n n u a l ap p lic a tio n  fee o f $25 
a n d  re p o r t in g  req u ire m en ts .

Sec. 5 D efines "v a lu e "  fo r tax a tio n  p u rp o s e s  as the p re v a ilin g  p rice  p a id  b y
p ro cesso rs  fo r a g iv en  p ro d u c t in  th e  sam e  reg io n  o r  m a rk e t a rea . T his is a 
key  sec tio n  o f the  b ill in  th a t i t  m e a n s  d ire c t m a rk e te rs  w ill b e  tax ed  a t the 
" g ro u n d s  p ric e "  ra th e r  th a n  h a v in g  to b a se  th e ir  taxes o n  w h o le sa le  a n d  
re ta il p rices. S ection  5 co rrects  the  ex is tin g  p ro b le m  w h e re b y  d ire c t 
m a rk e te rs  a re  p a y in g  h ig h e r  taxes fo r a d d in g  v a lu e  to fisheries  re so u rces .

Sec. 6-15 P ro v id e s  fo r a m o re  u se r-fr ien d ly  p a y m e n t sy s tem  b y  co llec ting
all fish erie s  taxes for d irec t m a rk e tin g  fisheries b u s in esse s  b y  A p ril 1 each 
year. In  a d d itio n  to  the  fisheries b u s in e ss  tax, th e se  m a y  in c lu d e  the  
sa lm o n  e n h a n c e m e n t tax, sa lm o n  m a rk e tin g  tax, d iv e  fish e ry  a ssessm en t, 
ra lm o n  fish e ry  a ssessm en t, an d  p e rm it b u v -b ack  assessm en t. C u rre n tly , 
m o n th ly  p a y m e n ts  th a t in co n v en ien ce  f ish e rm e n  d u r in g  the h a rv e s tin g  
sea so n  a re  re q u ire d  for the h a tc h e ry  a n d  m a rk e tin g  taxes.

Sec. 16-18 E stab lish es  effective d a te s  for J a n u a ry  1, 2005.



SHORT DEFINITIONS OF TERM S

SB 286 / HB 444

Direct M arketer - In the fishing industry, direct marketers are fishermen 
who catch and sell their own products. The products may be frozen, filleted 
or processed in other ways, or may simply be fresh seafood. Direct 
marketing entails selling to the public, to distributors, restaurants or grocer}' 
stores.

Catcher/Seller -  This is a type of direct marketing operation.
Catcher/sellers get a license at no cost from ADF&G that allows them to sell 
unprocessed produce directly off their vessel at the dock to the general 
public. SB 286 / HB 444 will close a loophole in existing law that allows 
catcher/sellers to avoid taxation.

Catcher/Processor -  There are many kinds of catcher/processors in the 
Alaska commercial fishing industry. A simple definition is a vessel that is 
capable of both catching fish and processing on board. This bill will affect 
catcher/processors of 65 feet and less such as some trailers and shrimpers 
who freeze product on board.

Floating processor -  Also known as “floaters,” these are large ships, 
essentially mobile fish plants, with on board processing lines. While the 
sponsor in no ways means to disparage this type of business, the intent of 
SB 286/HB 444 is to reform state taxation to recognize the differences 
between floaters and small direct marketing vessels. There is no distinction 
in current tax law.

Exporter - A direct marketer who exports unprocessed fishery resources 
from Alaska. An example might be a Dungeness crab fisherman who ships 
his crab live by airfreight to markets on the west coast. Such an exporter is 
currently already paying 3% fisheries business tax but will benefit from SB 
286/HB 444 through the clarification of the value he pays that 3% on.

Fisheries Business Tax (FBT) -  The oldest tax in the state, imposed in 
1913, when the Territorial Legislature decided to tax salmon canneries. 
Currently, the tax rate is 3% on shore-side processors and 5% on “floating 
fisheries businesses,” including small direct marketers. This bill will clarify 
the FBT tax picture for direct marketers.
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UNITED FISHERMEN OF ALASKA

February 16,2004

Representative Paul Seaton
Chair, House Special Com m ittee on Fisheries
Alaska State Legislature
State Capitol (Mail stop 3100)
Juneau, AK 99801-1182

211 Fourth Street, Suite 110 
Juneau, Alaska 99801-1172 

(907) 586-2820 
(907) 463-2545 Fax 

E-Mail: ufa@ufa-fish.org 
www.ufa-fish.org

D ear Representative Seaton,

United Fishermen o f  Alaska supports HB444 relating to the Direct M arketing Fishery Business Tax. 
Direct m arketing is a progressive approach to revitalizing the seafood industry, and HB 444 provides a 
m uch needed for the clarification o f the tax situation for direct m arketers and parity with shore-based 
processors. Fishermen all over the state are discovering new and innovative ways o f promoting their 
product directly at a higher m arket value, thus providing local econom ic growth and increased state 
revenue. Direct m arketing also creates new marketing channels as more people are given the 
opportunity to sample and purchase the highest quality seafood in the world. I f  we are going to turn 
this industry around, i t ’s vital that we pave the way for independent innovative fishermen that seek 
change and are w illing take risks for the greater good o f Alaska.

HB 444 and its companion bill SB 286 are the result o f many years o f effort by  innovative fishermen 
dedicated to the opportunity to increase the value o f their catch. The proposed changes required the 
input and coordination with the Alaska Department o f  Fish and Game, Department o f Revenue, 
Department o f  Environmental Conservation, and consideration o f  the requirements o f the U.S. 
Environmental Protection Agency. We feel that HB 444 and SB 286 represent a finely tuned balance 
w ithin these agencies’ requirements to best benefit fishermen and the State o f Alaska.

United Fishermen o f Alaska represents 33 Alaska Commercial fishing organizations and hundreds o f 
individual fishermen and fishing related businesses, altogether representing over 10,000 Alaska 
fishermen. W e support HB 444 and thank you for your attention to this matter.

Sincerely,

Bob Thorstenson, Jr. 
President

CC: Representative Peggy Wilson

Atiftkfe Crab Coalman • Ain&Ka Drnggeri Association • Alaska Longlinc Fishermen s Association • Aiasho Trailers Association • Armstrong Keia • Ai-sca Processors Association 
B^sto'Bay Reserve • Ch.gmh Regional Aqjacuiture Association • Chigni* Seiners Association • Concern ta A.**a “Mm Fishermen • Co-dova District Fishermen United 

C rat Rationalization ana BuyOac* Group • Douglas Island P;nK and Chum • Groundtish Forum • Kenai Peninsula Fishermen s A sst ..ation • Kod.a* Reg-onal Aquaculture Association 
K o j.ak  Seiners Association • North Pacific Fisheries Association • Northern Pacific Scallop Cooperative • Northern Southeast Regional Aquaculture Assoc-ation 

Old hartor Fishermen's Association • Fctorsburg Vessel Owners Association • Prince William Sound Aquaculture Corporation • Purse Seine Vessel Owners Association 
Seatood Producers Cooperative • Southeast A ia^ a Regional D<vc Fisheries Association • Southeast Atasva Seiners Association • Southern Southeast Regional Aquaculture Association 

Uhltefl C fltChr'Boats * IJmlnri Aulman A u n rn ln w  • I i« 'U " c • *».»*•• • *» •

mailto:ufa@ufa-fish.org
http://www.ufa-fish.org


Alaska Trailers Association
130 Seward St., No. 211 
Juneau, Alaska 99801 
(907) 586-9400 
(907) 586-4473 Fax

February 16, 2004

Representative Paul Seaton, Chairman 
House Special Comm ittee on Fisheries 
A laska State Legislature 
Juneau, AK 99801

Dear Representative Seaton:

The A la ska T ro lle rs A s so c ia t io n  su p p o rts HB 444, which seeks to provide tax equ ity and 
clarity fo r commercia l fishermen who direct market seafood products.

In these challenging price times, more commercia l fishermen are choosing to market all or part 
of the ir catch directly to the consumer, as a means to add value to the ir businesses. Direct 
marketing is an increasing ly im portant option for small boat fishermen, many of whom have lost 
markets in recent years. However, the current tax structure discourages efforts to add value to 
sea food products sold by ind ividua ls. Furthermore, the regula tory and adm inistrative processes 
for d irect marketing are cumbersome and do not quite fit the nature of these small operations.

By supporting coopera tive efforts to correct problem areas, and adopting some re la tive ly simple 
changes, the state of Alaska can take positive action to support small business; reduce agency 
staff tim e and state spending; promote market diversification of Alaskan seafood; and, bolster 
A laska ’s economy, particu larly in rural communities.

f
As you know, the Salmon Legislative Task Force has been work ing to encourage small business 
deve lopment and create new seafood marketing opportunities. To that end, the Salmon Task 
Force Marketing Comm ittee appoin ted a subcomm ittee to develop ideas and legisla tion to better 
accommodate the specific needs and circumstances of ind ividual perm it holders who direct 
market seafood.

The subcomm ittee met via sta tew ide teleconference and in work ing groups for nearly two years. 
Advice was sought from direct marketers, the processing sector, DOR, ADFG, and DEC. Many 
adm in is tra tive and legislative tasks have been identified. HB 444 is a direct result of th is work.
If passed, it will go a long way towards resolving imbalances that exist in our tax program . For 
instance, a small opera tor who freezes salmon at sea pays 5% fisheries business tax, jus t like 
the big, offshore fish processors. The product is not only taxed at a rate 2% higher than what 
shorebased processors pay, but the tax is calculated on the processed value of the product. In



con trast, a shorebased processor pays 3% fisheries business tax based on the exvessel (raw 
fish) value of the product they purchased. ATA believes this tax inequity must be resolved.

In add ition to the rate of tax paid, the bill also clarifies who pays taxes and under what 
circum stances. This has been a confusing matter for all involved.

The bill establishes an annual tim efram e fo r taxation, which will be extrem ely convenient for both 
fisherm en and DOR. A prim ary goal of the Marketing Subcomm ittee is to stream line process for 
everyone involved, which should mean reduced cost and work load for fishermen and agency 
staff. Comm ittee members have expressed an interest in continu ing the project until all 
leg is la tive and adm inistrative tasks are complete.

There are many tasks ahead to develop a well-articu lated direct marketing program and 
passage of HB 444 will be a critica l component. Hopefully you agree with us and will lend your 
support to this bill, as well as fu ture actions to improve the direct marketing program and the 
re la tionsh ip between industry and the state.

If I can provide information or perspective on this and o ther matters of importance to the seafood 
industry , plaase don ’t hesita te to call.

Best regards,

Dale Ke lley 
Executive Director
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United Sou theast A laska G illne tte rs
iJ.0. Box .̂337H, Keichikan, AK 93901 Phone & Fax (907) 247' 2471 Eutail: usa_gillnetier.i@aU.net

February 13, 2Q04

The Honorable Paul Seaton, Chair 
House Special Comm ittee on Fisheries 
Alaska State Capitol, Room 428
Juneau, AK 99601 Send Via Fax: 465-3472

Dear Representative Seaton,,

The UriHod Southe ist Alaska Gillnetters Association (USAG) represents about 150 small 
business owners who catch salmon by drift gillnettlng in Southeast Alaska and market salmon 
throughout the United States. Many of our members participate in other fisheries such as 
crab, shrimp, longline, and dive fisheries. We strongly support House Bill 444 that will create a 
“direct marketing fisheries business license.” In this era of low salmon prices, fishermen must 
be perm itted to Increase tho value of their catch by dressing, processing and marketing it to 
create added value to the product resulting In increased income for the fishermen. This 
legislation Is important as it puts the direct marketing fisherman on a level field with other 
businesses processing end marketing salmon and seafood products. It does this by defining 
the basis of the ''value" of their catch in section .290(7)(A). The practical result o f this value 
definition will be that the direct marketing fisherman will be taxed on tho grounds price of the 
fish he has caught, not on the elevated value his/her fish a ie sold for which includes the extra 
effort and risk the fisherman has undertaken In processing and marketing his product. The 
direct market fisherman will still pay a three percent processing tax on the value of his/her 
catch, as defined in section .015(d)(2) of this proposed legislation, as well as any applicable 
enhancement or marketing taxes.

In summation, this bill is very Important for Individual fishermen who market their own catch 
and USAG supports its passage and urges the House Special Committee on Fisheries to 
approve it We also want to express our appreciation to Representative W ilson for introducing 
this legislation in the House.

Yours truly,

Kenneth Duckett 
Executive Director

cc; Representative W ilson Via Fax: 465-3175

mailto:usa_gillnetier.i@aU.net


Southeast Alaska Fishermen’s Alliance
9369 North Douglas Highway 
Juneau, AK 99801

Phone 907-586-6652 Fax 907-586-5648 E-mail: seafa@gci.net

February 18, 2004

Honorable Paul Seaton, Chair 
House Special Committee on Fisheries 
Alaska State Legislature 
State Capitol, Mail Stop 3100 
Juneau, AK 99801

RE: HB 444- Direct Marketing Fisheries Businesses 

Dear Representative Seaton,

The Southeast Alaska Fishermen’s (SEAFA) Alliance fully supports HB 444. The 
Southeast Alaska Fishermen's Alliance (SEAFA) is a non-profit fishing organization 
formed in 2000 to represent our members involved in the salmon, crab, shrimp and 
longline fisheries of Southeast Alaska. We have been actively working on direct 
marketing issues since SEAFA was formed and our Executive Director and many 
members have been working on direct marketing issues for 8+ years. We believe that 
this legislation will have the most direct economic benefit to fishermen that comes out of 
the salmon industry task force.

This legislation was worked on two years in a sub-committee of the salmon task force 
marketing committee with industry, agencies and any public who wished to be involved. 
To get legislation that was workable and made sense, compromises were made on all 
sides of the issues and we came out with legislation that the majority approves of. Dept 
of Revenue especially worked hard on this legislation to come up with a workable 
solution and deserves recognition for their work on this and the other administrative 
changes they have made that improves the business climate for direct marketers.

HB 444 clarifies tax issues and provides equity to fishermen marketing their own 
products. This legislation corrects a large disadvantage that direct marketers were faced 
with under the cmrent tax structure. These fishermen have paid their fisheries business 
tax (FBT) after value was added at 5% vs. a shore side processor who paid a 3% tax on 
the resource on an ex-vessel (grounds price) value. The small catcher/processor or 
direct marketer paid 5% because they were considered a floating processor. A higher 
tax rate was devised for floating processors because the large floating processor would 
anchor off shore, pay no property taxes, or use support services by State businesses. 
This is not true of the direct marketer. As we are a small boat fleet predominantly 
Alaskan based, we purchase our fuel, groceries, fishing gear and boat work etc. from the 
communities that we work out of and live in and should not be considered the same as a 
large floating processor that is like a small self-contained community.

mailto:seafa@gci.net


HB 444 identifies value as the equivalent of grounds price (ex-vessel for your gear type, 
region and for like product) unless you sell to a licensed fishery business (processor) 
and then the value is what you received for +he product even if value is added such as a 
frozen product.

As this legislation was being worked on, industry leaders felt that as we fought for a fair 
tax basis that we also needed to work on being sure that all taxes are collected from 
fishermen. Under current tax law, salmon fishermen acting as catcher sellers (fishermen 
selling unprocessed fish from their vessel) did not pay the harvesters ASMI 1% 
marketing tax (SMT) and hatchery enhancement tax (SE T) in those regions where it is 
collected because the buyer was responsible for the collection and remittance of these 
taxes and not the fisherman being ultimately responsible. This legislation will correct this 
loophole and make the fisherman responsible for the taxes if thev are not selling salmon 
to a licensed fishery business and correct this issue on other possible taxes or 
assessments that may be implemented in sections 6 -  15 of the bill.

This legislation addressed processors concerns on who would qualify for a direct 
marketer license by very tightly defining who would qualify for this license. A direct 
marketer can not buy or purchase fishery resource, can not custom process fishery 
resources for another fisherman, must own or lease a vessel 65 feet or less. The 65- 
foot vessel length matches Dept of Environmental Conservation's regulation for a direct 
marketer. If a commercial fisherman wishes to pursue any of the activities listed above 
such as buying additional product they can set themselves up jy  meeting the 
requirements currently in statute that will continue to be available for someone wishing to 
become a fish buyer or processor. This legislation was designed to specifically deal with 
the commercial fisherman and their own catch. ................

Another aspect of this legislation aliows the direct marketer to pay all their taxes (FBT, 
SET, & SMT) once a year rather than trying to pay the SET & SMT taxes monthly as you 
are trying to fish.

We understand that this legislation can be very confusing and we would be available to 
meet with you at anytime to discuss the issues individually or in committee. We hope 
that you understand that this legislation simply deals with correcting an un-equitable tax 
situation.

Kathy Hansen 
Executive Director



Southeast Conference
P.O. Box 21989 Juneau Alaska 99802-1989 Pel (907) 463-3445 Fax (907) 463-5670

February 16, 2004

Representative Paul Seaton 
Alaska State Legislature 
State Capitol 
Juneau, AK 99801

RE: Support HB 444 -  Direct Marketers Legislation 

Dear Representative Seaton,

Southeast Conference supports HB 444 that corrects the inequities in the current tax 
structure for the individual fisherman working to market their own catch. Southeast 
Conference is the State-uesignated Alaska Regional Development Organization 
(ARDOR), the federally-designated Economic Development District (EDD), and the 
federally-designated Resource Conservation and Development Council (RC&D) for 
Southeast Alaska. The mission of Southeast Conference is to undertake and support 
activities that promote strong economies, healthy communities, and a quality 
environment in Southeast Alaska. Our over 130 Southeast Alaska members include 
nearly every community in the region, every chamber of commerce, every major 
economic development organization, 20 transportation organizations, 10 Alaska Native 
organizations, and more than 50 other organizations.

Direct marketing is very important to a segment of the commercial fishing industry in 
Southeast Alaska. Individual fishermen direct marketing their products are producing 
high quality products that enhance the value of Alaska's seafood in the market. A lot of 
the direct market products from Southeast Alaska enter the fresh market or the frozen at 
sea marketplace.

This legislation will provide a fair tax basis for the direct marketer, which is strictly 
defined as a fisherman marketing their own catch -  they cannot bu\ or custom process 
for another fisherman and must be on a vessel 65 feet or less in length. This legislation 
does not prevent a fisherman from pursuing these activities under current regulations 
and statutes they just would not qualify as a direct marketer.

The Southeast Conference recognizes that this legislation is legislation that was worked 
on by a committee representing various interests and agencies and that they all support 
HB 444 as a good and fair piece of legislation for all involved. We encourage you to pass 
this legislation out of committee. Thank you for your interest and support of the 
commercial fishing industry.

Sincerely,

Mellani Schijvens
Southeast Conference Executive Director
Cc: Senaior Stedman; Rcpresentalive Wilson
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