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FISCAL NOTE II I

A N A L Y S IS  C O N T IN U A T IO N

STATE OE ALASKA IJILL NO. SB 164
2005 LEGISLATIVE SESSION

The bill extends Ihe existing credit for investment in processing equipment used to produce value-added salmon products by three 
years through 2008. The credit is the result of legislative recommendations of the Joint Legislative Salmon Task Force and was 
designed lo encourage in-state processing of salmon beyond heading and gulling and the development of value-added salmon 
products in Ihe stale Credits may he applied against lax in Ihe year generated and the three subsequent years. Use ot the credit 
in any lax year is limited to one half of Ihe fisheries business lax on salmon that is processed in the stale,

Based on credit claims for the most recent tax year (200-1) wo project investments generating SI .5 million of credits in each of the 
three lax years 2006-2008. These credits will be applied against tax only alter pre-existing credits have been used or expired We 
project that the credits arising undei this bill will be used against fisheries business lax liabilities lor 2006-2010 !o reduce receipts 
during FY08-FY11

The bill also clarifies Ihe definitions of qualified investment and value-added salmon products. These clarifications will improve 
taxpayer's ability to make investment decisions and avoid unanticipated liabilities.
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IN  T H E  L E G IS L A T U R E  OF T H E  ST A T E  O F  A L A S K A  
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A  B I L L  

F O R  AN  A C T  E N T IT L E D  

"A n  Act re la t ing  to the sa lmon p roduc t d eve lopm en t tax credit; p rov id ing  f o r  an 

effective date by am end ing  an effective date in sec. 7, ch. 57 , S L A  2093 ; and  p rov id ing  

f o r  an effective d a te ."

B E  I T  E N A C T E D  B Y  T H E  L E G I S L A T U R E  O F  T H E  S T A T E  O F  A L A S K A :

* Section J. A S  4 3 .7 5 .0 3 5 (b )  is amended to read:
(b ) 'Hie amount o f  the tax credit applied against taxes uiid rr this section may

not
(1 )  t.ccecd 50 percent o f  the taxpayer's tax liability incurred under this 

chapter fo r  processing o f  salmon during the tax year; o r
( 2 )  be claimed for property First placed into service iifter December 31,

2008  (2005J.
* Sec, 2. AS 4 3 .7 5 .0 3 5 ( i ) ( 3 )  is amended to read:

( 3 )  "qualified investment" means the investment cost in depreciable 
tangible personal property with a useful l i fe  o f  three years o r more to be used
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predominantly to p e r fo rm  a processing , packag ing , o r  p rodu c t f in ish ing  function 
that is a significant component in p rodu c ing  [P R O D U C E ]  va lue-added salmon 
products beyond gutting o f  the sa lmon; in this paragraph, "property"

(A ) includes
( i )  f i l leting, skinning, portioning, mincing, foiming,

extruding, stuffing, injecting, mixing, marinating, preserving, drying,
smoking, brining, packaging, blast freezing, o r pin bone removal 
equipment; and

(ii ) new pa rts  to conve rt an existing can seamer to 
pop-top can p roduc t ion ;

(B )  does not inc lude
(i )  vehic les, fo rk l l f t s ,  conveyors , c ranes , pumps o r

o the r equipment used to t ra n sp o r t  sa lm on o r  sa lm on  products,
knives, gloves, tools, supp lies and mate r ia ls , equ ipm en t that is not 
processing, packaging , o r  p rodu c t f in ish ing cq i l ipment, n r other 
euuipmcnt the use o f  which is inc identa l to the p roduction , 
packaging , o r  f in ishing o f  va lue -added  sa lm on p roduc ts ; o r

( ii ) the o v e rh au l ,  re -too ling , o r  m od i f ic a t ion  o f  new 
o r  existing p rope rty ,  except f o r  new pa rts  to conve rt an existing 
can seamer to pop-top can p roduc t ion :

* Sec. 3 .  AS 43 .7 5 .0 3 5 ( i )  is amended by adding a new paragraph to read
(6 )  "value-added sa lmon product" means the product o f  a salmon that 

is processed beyond heading, gutting, o r  scpaiation in a manner that materially 
enhances the value o f  the sa lmon product, such as shc lf-s tab l: ,  retort pouched, 
smoked, pickled, o r filleted salmon, ikura, leather, o r je rk y ;  "vulue-added salmon 
product" docs not include a salmon or sa lmon product that

v) has been subjected to on ly one or m o re  c-f heading, gutting, 
freezing, packaging, quality assurance practices, o r  va lue retention practices;

(B )  is salmon skeins or other unprocessed sa lmon products 
whether fresh or frozen; o r

(C )  is produced out o f  the state.
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* Sec. 4. AS 4 3 .7 5 .0 35 ( i ) (6 )  is amended to read:
(6 ) "value-added sa lmon product" means the product o f  a salmon that

is processed beyond heading, gutting, o r  separation in a manner that materially
enhances the value o f  the sa lmon product, such as shelf-stable, retort pouched, 
smoked, pickled, o r fi l leted salmon, ikura, leather, o r  je rk y ;  "value-added salmon 
product" docs not include a sa lmon o r salmon product that

(A )  has been subjected to on ly one o r more o f  heading, gutting, 
freezing, packaging, quality assurance practices, o r  va lue retention practices;

(B )  is sa lmon skeins or other unprocessed sa lmon products 
whether fresh or frozen; [O R ]

(C )  is canned, except fo r  sa lm on  p rodu c t ;; in a pon-ton can;
o r

£D) is produced out o f  the state.
* Sec. 5. Section 7, ch. 57 , S LA  2003 , is amended to read:

Sec. 7. Section 3 o f  this Act takes effect on the eTj ) i e r  o f  the fo l low ing:
(1 )  January 1. 2 0 12  120091: or
(2 )  die date o f  the attorney general's notification to the lieutenant 

governor and to the rcvisor o f  statutes Oiat
(A )  a court has entered final judgment that AS 43 .75 .035  or 

43 .75 .036 , added by sec. 1 o f  this Act, violates the commerce clause contained 
in art. 1, sec. 8, United States Constitution; and

(B )  the time fo r an appeal o f  that judgment has expired, or, i f  
an appeal was taken, a final order on the appeal has been entered that 
AS 43 .75 .035  or 4 3 .75 .036 , added by see. 1 o f  this Act, violates the commerce 
clause contained in the United States Constitution.

* Sec. 6. The uncodified law o f  die State o f  A laska is amended by udding u new section to 
read:

A V A IL A B IL IT Y  O F  C R E D IT  F O R  C O N V E R S IO N  TO  POP-TOP CAN 
P R O D U C T IO N .  The amendment o f  AS 43 .7 5 .0 3 5 ( i ) (3 ) ,  by sec, 2 o f  this Act, to provide that 
new parts to convert an existing can seamer to pop top can produci on is a qualified 
investment for purposes o f  AS 43 .75 .0 35  applies to new parts first insta l l ;d  on existing can

-3
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seaming equipment on or after January 1 ,2 0 0 5 .
* See. 7. Section 4 o f  this Act takes effect January 1, 2006 .
* Sec. 8. Except as provided in sec. 7 o f  this Act, this Act takes effect immediately under 

A S  01 .10 .070 (c ) .

FAX NO. 19074653922 P. Ub
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Alaska State Legislature
i Ki m
State Capilol, Rm 30
Juneau, Alaska 99601-1182
(907) 465-3873 Phone
(907) 465-3922 Fax
(877) 463-3873 ToU Ftee
Setiator_13ert.Steilnuu\*ilegts.state.ak.us

itm m  i
50 Front Street 

Ketchikan, AK 99901-6442 
Phone (907) 225-vS08a 

Fax (907) 225-0713

S e n a t o r  B e r t  I < .  S t e d m a n

SPONSOR STATEMENT 
SB 164 

“An Act relating to the salmon product development tax credit; 
providing for an effective date by amending an effective date in sec. 

7, ch. 57, SLA 2003; and providing for an effective date.”
Senate B i l l  164 extends the dead line fo r  sa lm on  p rocesso rs  to rece ive a sa lm on  product 
deve lopm en t tax credit. U n de rcu r re n t  law  (A S  4 3 .7 5 .0 3 5 ) ,  p rocesso rs can c la im  the credit o n ly  
fo r  p rope rty  first p laced into serv ice b y  the end o f  this ca lendar year (D e c em be r  3 1, 2 0 0 5 ) .  S B  
164  w ou ld  g ive p rocesso rs three m ore years (un t i l D ecem be r 3 1 ,  2 0 0 8 )  to c la im  the credit. T he  
leg is la t ion  a lso c la r i f ie s  what types o f  items are e l ig ib le  fo r  the tax credit, to m ore  e f fe c t iv e ly  
ach ieve the leg is la tu re ’ s goa l o f  encouraging A la s k a ’ s se a fo od  p rocesso rs to deve lop  innovat ive 
va lue -added sa lm on  products .

In 2 0 0 3 ,  the leg is lature passed and the G o v e rn o r  signed leg is la t ion  that a l low s  processo rs to 
c la im  a credit on the tax l iab i l i ty  on new equipment they have purchased to add va lue to sa lm on  
using innova t ive  processing techniques. The b i l l  ( H B  9 0 )  that became this law was p roposed  by 
the Jo in t Leg is la t ive  S a lm on  Industry T a sk  Force , and was part o f  an e f fo rt by A la s k a ’ s elected 
leaders and the fish ing industry to create incentives fo r  the industry lo  take investment risks and 
p roduce new  sa lm on  products that add va lue to ou r  sa lm on . It has w o rked : a number o f  
p rocesso rs have taken advantage o f  this tax credit. S B  164  extends the dead line  fo r  app ly ing  fo r 
the credit fo r  another three years, to the end o f  2 0 0 8 .  In addit ion , the h i l l  de fines the k ind o f  
investment that qua l i f ie s  lo r  the credit, m ak ing  it c lea r that p rocesso rs sh ou ld  he p roduc ing  new, 
innova t ive  sa lm on  products in o rde r to benefit f rom  this p rog ram . The leg is la t ion has been 
drafted in consu lta t ion  w ith the T ax  D iv is ion  o f  the Depa rtm ent o f  R evenue , inco rpo rat ing 
lessons learned in the first two years o f  adm in iste ring the credit , to ensure that management and 
en fo rcem en t are e f f ic ien t and ef fective .

Senate B i l l  164 is supported by  m any A la skan  sa lm on  p rocesso rs  and fishermen as a va lu ab le  
too l in im p rov ing  the qua l ity  and net worth o f  ou r  w i ld  sa lm on .

Contact: Tim Harry, Aide to Senator Bert Stedman at (907) 465-3873

DisTnicr A 
Keleltihin •Sttku • I ’etenburg • W 'jn g r ll



L E G A L  S E R V I C E S

DIVISION OF LEGAL AND RESEARCH SERVICES 
LEGISLATIVE AFFAIRS AGENCY 

(907) 465-3867 or 465-2450 STATE OF ALASKA S tale  Capitol
FAX (907) 465-2029 Juneau , Alaska 99801-1182
Mail Stop 3101 Deliveries to: 129 6tn St., Rm. 329

M  E M  O  R  A  N D  U  M  A p r i l  1 4 , 2 0 0 5

S U B J E C T :  Sectiona l sum m a ry  o f  S B  164 , A n  Act re la ting to the sa lm on
product deve lopm en t tax credit (W o r k  O rd e r  No . 2 4 -L S 0 58 9V I )

T O :  Sena to r Bert Stedman
Attn : T im  B a r r y

F R O M :  G eo rg e  U t e r m o h l e ^ / /
Leg is la t ive Counse l

Y o u  have  requested a sectional sum m ary  o f  S B  164 , an Act re lating to the sa lm on  
p roduct d e ve lo pm en t tax credit.

A s a p re l im in a ry  matter, note that a sectional sum m a ry  o f  a b i l l  is not an authoritat ive 
in te rp reta tion o f  the b i l l .  T h e  b i l l i t s e l f  is the best statement o f  its contents.

S e c t ion  1 o f  the b i l l  amends A S  4 3 .7 5 .0 3 5 (b )  to ex tend until D ecem ber 3 1 ,  2 0 0 8 ,  the 
pe r iod  du r ing  wh ich  new p rope r ty  m ay  be first p laced into serv ice to q u a l i f y  fo r  the 
sa lm on  p roduc t de ve lo pm en t tax credit.

S ec t ion  2 o f  the b i l l  amends A S  4 3 .7 5 . 0 3 5 ( i ) ( 3 )  by  m od i fy in g  the de fin i t ion  o f  "qua li f ied  
investm ent" to fu rthe r descr ibe the kinds o f  tangib le pe rsona l p rope rty  that m ay  q u a l i f y  
fo r  the s a lm on  p roduc t d eve lopm en t tax credit.

S ec t ion  ^  o f  the b i l l  amends A S  4 3 .7 5 .0 3 5 ( i )  by  add ing a de fin it ion  o f  "va lue -added 
s a lm on  p roduc t ,"

S ec t ion  4 o f  the b i l l  am ends sec. 7 , ch. 57 , S L A  2 0 0 3  b y  d e lay ing  the repea l o f  the 
s a lm on  product de ve lo pm en t tax credit until Janua ry  I ,  2 0 1 2 .

S ec t ion  5  o f  the b i l l  p rov ide s  that the b i l l takes e f fe c t o r  the day a l te r  the b i l l  becomes 
law .

G l k j a d
0 5 -2 0 6 . ja d
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9 3 6 9  N o r t h  D o u g l a s  H i g h w a y  
J u n e a u ,  A K  9 9 8 0 1

S o u t h e a s t  A l a s k a  F i s h e r m e n ' s  A l l i a n c e

P h o n e  9 0 7 - 5 8 6 - 6 6 5 2  F a x  9 0 7 - 5 8 6 - 5 6 4 8  E - m a i l :  a e a f a @ g c l . n e t

A p r i l  7 .  2 0 0 5

S e n a t o r  W a g n o r  
S e n a t e  R e s o u r c e s  
A l a s k a  S t a t e  L e g i s l a t u r e  
J u n e a u .  A K  9 9 8 0 1

S u p p o r t  f o r  S B  1 6 4

T h e  S o u t h e a s t  A l a s k a  F i s h e r m e n ’s  A l l i a n c e  s u p p o r t s  S B  1 6 4 ,  w h i c h  w o u l d  
p r o v i d e  a  t a x  c r e d i t  t o  e n c o u r a g e  t h e  i n d u s t r y  t o  i n v e s t  in  n e w  v a l u e - a d d e d  s a l m o n  
p r o d u c t s  a n d  s a l m o n  u t i l i z a t i o n .  T h i s  t a x  c r e d i t  h a s  e x i s t e d  t h e  l a s t  t w o  y e a r s  a n d  
h a s  h e l p e d  m a n y  p r o c e s s o r s  a n d  d i r e c t  m a r k e t e r s  b y  p r o v i d i n g  a  t a x  b r e a k  f o r  
e x p e n s i v e  m a c h i n e r y  t h a t  u p d a t e s  a n d  a d d s  v a l u e  t o  o u r  s a l m o n  r e s o u r c e s .

I t  is  i m p o r t a n t  f o r  t h e  s a l m o n  i n d u s t r y  t o  l o o k  a t  i n v e s t m e n t s  t h a t  w i l l  h e l p  
c h a n g e  t h e  p r o d u c t s  t h a t  w e  o f f e r  in  t h e  m a r k e t p l a c e  t o  m e e t  c u r r e n t  c o n s u m e r  
d e m a n d s .  W e  n e e d  t o  p r o d u c e  m o r e  c o n v e n i e n t  f o o d  p r o d u c t s  s u c h  a s  f i l l e t i n g ,  m e a l  
r e a d y  p r o d u c t s  a n d  w e  n e e d  t e c h n o l o g y  t h a t  w i l l  h e l p  u s e  t h e  l o w e r  q u a l i t y ,  l o w e r  
v a l u e  s a l m o n  in  a  f o r m  r a t h e r  T h a n  o f f e r i n g  i t  in  t h e  m a r k e t p l a c e  a s  f r o z e n ,  h e a d e d  
a n d  g u t t e d  f i s h .

T h i s  l e g i s l a t i o n  w a s  o r i g i n a l l y  d i s c u s s e d  a n d  s u p p o r t e d  b y  t h e  S a l m o n  I n d u s t r y  
T o s k  F o r c e ,  p r o c e s s o r s  a n d  f i s h i n g  a s s o c i a t i o n s  a s  a  w a y  t o  h e l p  t h e  s a l m o n  i n d u s t r y  
m o v e  f o r w a r d .  T h e  w o r k  t o w a r d s  m o d e r n i z i n g  o u r  p r o c e s s i n g  p l a n t s  in  n o t  f i n i s h e d  
a n d  t h e  t a x  c r e d i t  w i l l  h e l p  t o  c o n t i n u e  t o  e n c o u r o g e  i n n o v a t i o n  a n d  t h i n k i n g  o u t s i d e  
o f  t h e  t r a d i t i o n a l  m e a n s .

T h e  S o u t h e a s t  A l a s k a  F i s h e r m e n ' s  A l l i a n c e  i s  a  n o n - p r o f i t  m e m b e r s h i p  b a s e d  
f i s h i n g  o r g a n i z a t i o n  r e p r e s e n t i n g  o u r  m e m b e r s  I n v o l v e d  in  t h e  s a l m o n ,  c r a o ,  s h r i m p  
a n d  l o n g l l n e  f i s h e r i e s  o f  S o u t h e a s t  A l a s k a .  P l e a s e  f e e l  f r e e  t o  c a l l  u s  r e g a r d i n g  
c o m m e r c i a l  f i s h i n g  i s s u e s  i f  w e  m a y  b e  o f  a n y  h e l p  t o  y o u  o r  y o i r  s t a f f

K a t h y  H a n s e n  
E x e c u t i v e  D i r e c t o r

CC S enato r Stcdrnan, UFA, Seafood Producer tTo-op, S itka Sound Seafood*. Hoonah Cj Id S foraje , 
Alaika Glacier Seafoods.

S i n

mailto:aeafa@gcl.net


O c e a n B e a i j t y
S E A F O O D S , I N C /

Ap ri l  7 , 2 0 0 5

Sena to r B e n  S tedman 
A la s k a  State Cap ita l. R o om  30 
Juneau , A K  9 9 8 0 1 - 1 1 8 2

R E :  Senate Hill 164

D ea r  S ena to r  S tedman:

I am p leased to advise you  o f  Ocean B eau ty  S e a fo od s ,  Inc. support o f  S en a te  B i l l  164, 
wh ich i e lates to a sa lm on  product tax credit f o r  the p roduction  o f  va lue-added sa lmon .

Ocean  B eau ty  has made sign if icant investments in V a lu e -A dded  capacity at ou r 
Excu rs ion  In let and A l i ta k  plants in the past year. In both p lants we have added 
equ ipment that a l low s  us to produce on ce - l ro zen  P B O  111 lets. At Excurs ion Inlet we have 
a lso  added a state -o f-the-art m incing opera t ion  that g ives us the ab il i ty  to expand 
p roduc t ion  o f  bu rgers and sausages made f tom  A la skan  w ild  sa lmon .

P roduc ing  o n ce - f r o ze n  f i l le ts  in A la ska  has enab led us to im p rove  product qua lity , and in 
the p rocess create j o b s  and increase the pr ice pa id to the fish ing licet. Insta l ling the 
Excu rs ion  Inlet m inc ing opera tion expands o v e ra l l  p roduct ion  capacity, g iv ing us the 
f reedom  to purchase m o re  tish. and a ls t g ives us the ab i l i ty  to keep the plant open later in 
the season . In both ca es, incrementa l j o b s  are created, and the m inc ing opera tion a lso 
extends j o b s  late r into the season.

A  2 0 0 3  study by  the M cD ow e l l  G roup  estimated that the econom ic  impact on  Southeast 
A la s k a  o f  the E xcu rs ion  In let p lant a lone at S 2 3 .8  m i l l io n  annua l ly  and this estimate 
was m ade  b e fo re  the new V A  equipment was in place. A current estimate w ou ld  he 
con s id e rab ly  higher.

D o  not hesitate lo  contact me, i f  I can p rov id e  add it iona l in fo rm at ion  on this matter. 

S ince re ly ,

M a r t  Pafmcr



M a rk  P a lm e r 
E xecu t ive  V ice -P res iden t

Cc : T im  B a r ry ,  O f f i c e  o f  Sena to r Be rt S tedman 
Reed  Stoops
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UNITED FISHERMEN OF ALASKA

211 Fourth Stroot. Sc*to 110 
JuOoau, 99Q01-I172

(907) 506-2820 
(907) 463-254-5

E-M*4: u1«Ouf«-fi»h.org 
www.ufo-feh.org

April 12 , 2005 '

Senator Thomas Wagoner, Chair 
Senate Resources Committee 
A laska State Legislature 
State Capitol (Wail Stop 3100 )  
Juneau AX. 9 9 801 -1 182

Dear Senator Wagoner,

United Fishermen o f  A laska (U FA ) supports Senate B i l l  164 regarding salmon product 
development tax credits fo r value-added equipment.

In 2003 , the Joint Legislative Sa lmon Industry Task Force introduced and passed I IB  90. 
UFA  supported this etFon at that time as a way to help processors make necessary 
transition in product development efforts. towards products that ran belter compete in the 
changed global sa lmon markets. Many o f  these efforts have paid o f f  in new products that 
arc competing successfully in the marketplace. According to the U SD A  Agricultural 
Statistics Service, imports o f  salmon products to live U .S . declined iu 2004 , for the first 
time since 1992. UFA feels that the multi-faccted efforts o f  the Alaska State Legislature, 
Administration and federal support combined with fishermen and processors arc making 
progress in securing ou r foothold in the US market while also increasing our salmon 
exports.

S13 164, with its specific cinphasl- ou tax credits fo r equipment that adds value to sa lmon 
products, is one purt o f  the formula that can result in a positive return on investment to 
the state. The .state and communities will benefit thruugh increased raw fish taxes based 
on the ex-vessel price to fishermen, i f  processors raise ex-vessel prices commensurate 
with the increased wholesale prices they ore seeing from these combined efforts.

We appreciate the consideration o f  the Senate Resources Committee and encourage 
sc iport o f  Scna‘ c B il l 164,

S i n c e r e l y ,

Mark Vinsel 
li’xceufive Director

http://www.ufo-feh.org


A p r i l  15, 2 0 0 4

Sena to r T hom as W agone r ,  Cha ir 
Senate Resou rces  Comm ittee 
A la s k a  State Leg is la tu re 
State C ap ito l  (iMS 3 1 0 0 )
Juneau, A la ska  9 0 8 0 1 - 1 1 8 2

R E : S B  164 Ex tend ing sa lm on p ro ' ,Mct deve lopm en t tax credit 

D ea r Sena to r W ag on e r  and Comm ittee M embers ,

1 wish to express o u r  support fo r  S B  164, an act that would extend the sa lmon product 
d eve lopm en t tax credit program  through 200S .

W e  u t i l ized  the sa lm on  product deve lopmen t tax credit program  in 2 0 03  fo r  the purchase 
o f  equ ipment that a l low s  us to p roduce sa lm on roe  ( iku ra )  that is packaged using a 
m od if ie d  atmosphere . These products have a much longer s h e l f  l i fe  because they are not 
subject to ox ida t ion  and the fo rmation  o f  bacteria. In this fo rm , the product has higher 
cu s tom e r acceptance and can be ava i lab le  o v e r  a longe r period o f  t ime to consumers .

In 2 0 0 4 ,  we used the sa lm on uti lizat ion tax credit p rog ram  to install new equipment in the 
sa lm on  mea l and o i l production plant at ou r Seward  facility . The new equipment has 
enab led us to run m o re  pounds o f  sa lmon through ou r faci lity , make products from 
sa lm on  parts that w ou ld  n o rm a l ly  be part o f  o u r  waste stream, and produce sa lm on o i l 
with a h igher qua l ity  and va lue than we were ab le to prev ious ly , In addition, it has 
a l low ed  us to be m o re  aggressive in purchasing sa lm on , opened up opportunities that 
w ou ld  no t have been ava i lab le  to us p rev iou s ly , and m ore  fu l ly  ut i l ize every th ing we 
purchase . Th is  resulted in benefits fo r  ou r  company , ou r  sa lmon fleet, the hatcheries, the 
c om m un ity  o f  Sew ard  and the State o f  A laska .

I ' ro p e r ly  app lied , the sa lm on  product deve lopmen t and uti l izat ion tax credit p rog ram  is 
bene f ic ia l and can p rov id e  the incentive to make needed capital improvements a rationa l 
cho ice  du ring  ec on om ic a l ly  cha l leng ing times.

I encou rage y o u r  support o f  S B  164 and respec t fu l ly  request you conside r inc lud ing tax 
credits f o r  sa lm on  mea l and o i l production equipment

S in ce re ly ,
I C IC L E  S E A F O O D S ,  INC .

D on  G i le s  
P res ident &  C F O

ICICLE 5EAFOODS, INC.

4 0 1 9  -  2  I i f  A / e n u e  Wr.*sl • S e a t t l e .  W A  9 8 ! 9 9  
P O  B o x  7 9 0 0 3  • S e a t t le ,  W A  9 8 1 1 9  • r d :  2 0 6 - 2 8 2  0 9 8 8  • F a x .  2 0 6 - 2 8 2 - 7 2 2 2



ID E P A R T  M E N T  OF
COMMERCE
C O M M U N I T Y A N D 
ECONOMIC DEVELOPMENT

M E M O R A N D U M

F ra n k  H .  M u r k m a k i ,  G a je m o r

DATE: April 1 5 , 2 0 0 5

TO: Senator Bert Stedman

FROM: Glenn Haight, Fisheries Development Specialist, Office of Economic Development

Re: Impact of value-added processing equipment on overall investment

CC: Chuck Harlamert, Chief Tax D . ision, Department of Revenue
Sally Saddler, Legislative Liason, Office of the Commissioner/DCCED

You asked if seafood processor investments into equipment eligible under AS 
43.75.035(b) leads to related investments. The quick answer to your question is yes. 
Purchase of eligible equipment by an Alaska processor often indicates a significant 
departure from an existing product line such as head & gut, can, round, into new 
product like fillets, burgers, pouched, etc.

The Office of Economic Development is currently administering over seventy equipment 
and infrastructure grants through the Fisheries Revitalization Strategy. Over fifty of 
these grants were to seafood processing operators or seafood related businesses. A 
number of the grantees sought equipment that could qualify under the salmon tax credit 
program. Table 1 lists several tax credit qualified investments and the number of 
purchases supported by the Revitalization Strategy.

T a b le  1

Equipment # Purchased
B last F re e z e r 17
Fillet M ach in e 13
L ab e le r 1
Lox S lice r 1
M incer 1
P in b o n e  M ach in e 18
S m o k e r 9
V ac u u m  P a c k e r 17

Through our review o. applications and grant administration related to these equipment 
purchases, we are able to see what it takes to make the eligible er 'ment productive,

The size of the additional investment depends on a number of fact uding the 
existing condition of a plant and the existence of other equipment, uu  .oral 
nvestments related to new machines may include:



> Plant layout reconfiguring,
> Increased electrical and water capacity which may require plant improvements 

(boilers, plumbing, labor/services, drainage improvements, compressors),
>  Ineligible, but essential, equipment, including headers, gutters, insulated totes, 

new tables, trim lines, sanitation improvements,
> Other tools and supplies, like knives, sharpeners, and other hand tools.

Value added ec, .ipment also increases economic activity in Alaska.
> Increased processing stretches out the amount of work performed by processing 

workers. Inci easing permanent jobs in seafood processing may increase 
employment in the plants by Alaska residents.

> Maintenance of value added equipment requires greater work skills leading to 
higher paying jobs.

>  Increasing the amount of economic activity in Alaska directly increases power 
and other utility use, locally purchased supplies and other direct expenses.

> Increases in value added activity usually requires more inputs, thereby increasing 
freight activity that should lower freight charges for other products, including 
consumer goods.

Long term benefits include bringing equipment manufactures to relocate certain 
operations in the State to lower their costs. Increasing efficiencies within the seafood 
industry allows Alaska production to compete more favorably with low labor cost 
countries, like China and Thailand. Increasing production over a longer period may 
require greater local cold storage capacity. Customer driven value-added lots of 
seafood prepared out of frozen product may increase shipments by air and road to the 
domestic market, providing important back haul on carriers operating under capacity.

This is a brief qualitative reply to a very important question. The Office may be able to 
provide a more quantitative report with additional time. If you have any questions 
regarding this information, please do not hesitate to contact me at 907-465-5464.
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