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F IS C A L  N O T E
STATE OE ALASKA
2008 LEGISLATIVE SESSION

Fiscal Note Number:

Bill Version:

() Publish Dale:

CSHB 321 (FSH)

Identifier (file name): 
Title

C S H B 3 2 t lF S II )D O R -T A X - ;-6 0 8

Salmon Product Development Tax Credit
Dept. Affected:

[RDU __
Component

Revenue 04
Taxation and Treasury

Sponsor
Requester

Rep Thomas
Taxation and Treasury

(H) Fisheries Component Number 2476

E xpend itu res/R evenues (Thousands of Dollars)
Nolo: Amounts do not include inflation unless otherwise noted below.

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0 0.0
5.0 0.0 0.0 0.0 0.0 0.0 0.0
O.C 0.0 0.0 0.0 0.0 0.0 0.0
0.5 0.0 0.0 0.0 0.0 0.0 0.0

1.5 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 7.0 0.0 0.0 0.0 0.0 0.0 0.0

ICAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 0.0

|CHANGE IN REVENUES ( ) 0.0 0.0 0.0 I I • •

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match -
1004 GF 7.0 0.0 0.0 0.0 0.0 0.0 0.0
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts

TOTAL 7.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimato of any current yoar (FY2008) cost: 0.0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: ( A l t n c n  a separata pago i l  n e c e s s a r y )

See Attached.

Prepared by: Tim Collongim, Audit Supervisor and Dan Slickol, Economist________________  Phono (907) 465-3695
Division T a x _______________________________________________ Dnto/Timo 2/G/08 12:00 AM
Approved by: Jorry Burnolt____________________________________________________________________________  Date 2/6/2003__________

Dopnrlmont of Revnntro___________________________________________

(llo.nrl IP/US JOCflOMO) Pago 1 of 2



FISCAL NOTIC

ANALYSIS CONTINUATION

□  ill La n g u a g e :

This bill extends the existing Salm on Product Development lax credit for inveslment in processing equipment used  to produce value- 

added salm on products by three years through 2011. Tho Salm on Product Development lax credit allows laxpayers to take a credit 

against Iheir F isheries B u siness Tax liability for 50%  of qualified Investment In new value-added salm on processing equipment. Creuils  

m ay bo applied against up lo 50%  of Iho Fisheries B u siness Tax liability on salmon pro cessed  In A laska In tho year generated and the 

three subsequent years.

This bill ad d s “conveyors used specifically in Ihe act of producing a value-added salmon product" to the list of investm ents that qualify 

for the Salm on Product Development tax credit.

This bill a lso  adds a now provision that allows a  taxpayer lo request a preliminary determination of whether an .'-vestment qualifies for 

Ihe Salm on Product Development tax credit.

R e v e n u e s :

Tho rovenuo impact from the bill is indeterminate duo lo the unknown valuo of credits that will be r<nimpd for qualifying conveyors. W o 

anticipate that tho tevenuo reduction Impact of this bill will ho al least S0.1 million In F Y  2011 ano at least $2.1 million in F Y  2012, F Y  

2013 and F Y  2 0 M . Credits only reduce Fisheries B u siness Tax revenue lo tho state, and do not ii ip act revenue shared  with 

municipalities.

U ased  on preliminary F Y  2005 audit results, a total ol about $2.1 million in Salm on Product Development tax credits w ere allowed for 

the fiscal year. W e believe this credit will continue to attract a  high level of interest, and w o project investments in currently allowed 

equipment will generate about $2 .0  million of allowed lax credits in e ach  of tho three tax years 2009-2011. W o anticipate that these  

credits will lie applied against Fisheries B u siness T a x  liabilities for 2011-2013, reducing revenues during F Y  2012 - F Y  2014.

B ased  on preliminary F Y  2005 audit resells, tho Salm on Product Development lax credit w as claimed (and subsequently denied at 

audit) for 11 conveyors that would have qualified for tho credit under Ihe now language, with an avorago cost of about $20,400 . Had  

these conveyors qualified for tho credit, they could have reduced Fisheries Busine; s  Tax liability by about $112,300 for tho pro cessors  

claiming the credit, Therefore, v/e anticipate at least $0.1 million in additional tax credits from the addition of certain conveyors to the list 

of qualifying investments, but the actual value of credits is unknown and will likely bo higher than $0.1 million per year. Actual credits 

claimed will likely be higher for !wo reasons: (1) moru credits m ay bo claimed becnuso t in  bill leads to now Investm ents in qualifying 

conveyors; and < 2 )  mote credits m ay bo claimed b e ca u se  pro cessors know that they can  take credits for planned Investm ents in 

qualifying conveyors. V/e anticipate credits tor Iho convoyors will bo claimod in each  of Ihe four tax years 2008-2011, reducing revenues  

by an Indeterminate amount during F Y  2011 - F Y  2 0 1 -1 .

Expenditures:

Sinr.o the Salm on Product Development tax credit is already in place, there will bo no new  exp ense to extend Iho sunset dale of tho 

credit. H ow ever the now provision allowing a taxpayer to requests a  preliminary determination of whether an  Inveslm ent qualifies for the 

credit will require additional expenditures. Specifically, the Oopartmont of R evenue wi'l need to develop now regulations for Iho 

pimlolormlnatiOn process. Incremental costs to develop rogi.'atlcns veil bo $7,000 in F Y  2009 for travel, suppl e s  and venue (eon 

related lo regulation development. Wo anticipate (hot the predeterminations can  bo m ado using existing staff

STATE OF ALASKA
200.8 LEGISLATIVE SESSION

151LL N O . CSHB 321 (FSH)
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Slate Capitol

REPRESENTATIVE B IL L  THOMAS Juneau A K, 99801-1182
ALASKA STATE LEGISLATURE DISTRICT 5 907-465-3732
e-mail: Kqwsctuaiive Itiiniioiimstit'lcuis.siiite.ak.us
webpage: www akxcpublieans.org/thoinas/ 888-461-3732

FAX 907-465-2652

SPONSOR STATEMENT 
HB 321

SALM ON PRO D liCT D EV ELO PM ENT TAX CRED IT 
REP. BILL THOM AS

The Salmon Product Development Tax Credit encourages and accelerates the development and 
production of value-added salmon products in Alaska by providing an economic incentive to 
make the necessity investments in new technology and equipment. Managed by the Department 
of Revenue, the credit allows applicants to claim up to 50% of the value of eligible equipment on 
their annual Fisheries Business Tax (FBT) returns. The FBT is a tax on the ex-vessel value of 
fisheries resources landed in Alaska.

This credit program was a key recommendation of the Joint Legislative Salmon Industry Task 
Force, and was first enacted in 2003. Since then it has stimulated some important changes in 
Alaska’s industry. New processing equipment eligible for the tax credit enables businesses to 
offer a more diverse complement of Alaska salmon products which helps increase overall 
customer acceptance. Modern equipment also helps increase efficiency of processing operations 
and improves throughput, meaning that quality is improved by handling fish while they are still 
in fresh condition. This tax credit also encourages in-state processing of our salmon which is 
critical to job creation and retention in fishing comn nudes.

Although Alaska’s salmon industry is beginning to recover from years of low values caused by 
factors such as competition from fish fanning, the industry continues to he challenged by 
changes in the marketplace and increasing labor and energy costs. Extending the tax credit 
beyond its cutTcnt sunset dale of Dec. 31, 2008 will allow the industry to continue the progress 
that is being made in developing and producing salmon products that will keep Alaska's fisheries 
competitive in world markets. This program is a wise investment in maximizing the long-term 
value and benefits of our fishery resources lor ihe good of all. The slate should continue to 
support one of our most important basic industries by extending the Salmon Product 
Development Tax Credit through passage ol III! 321.



0  Testimony -- HB321
Extending the sunset date on the Salmon Product Development Tax Credit

2/6/2008

Mary McDowell -  before you today in a new role: now Vice President of Pacific 
Seafood Processors Assoc.

Known as "PSPA," the organization has been in existence since 1914, and is a trade  
a sso c ia tio n  o f Alaska seafood processinq com pan ies.u  r l k  ‘■*kt j J  , /| ,\ (/'

3 o f the PSPA’s member companies are salmon processors:

Peter Pan Seafoods -  with shore plants in Valdez, King Cove, Port Moller, and 
Dillingham

Alaska G j neral Seafoods -  with shore plants in Ketchikan and Naknek and a 
herring buying station in Sitka

North Pacific Seafoods which owns Sitka Sound Seafoods in Sitka, Alaska 
Pacific Seafoods in Kodiak, Pederson Point in Bristol Bay, and Togiak Fisheries 
in Togiak.

All o f these companies have been making good use o f Salmon Product Development
Tax Credit to advance the goals & purposes o f the tax credit. w6Eh incfadtTv^ v*' U  J .  •

• Developing and expanding new and value-added salmon products,

• Helping A laska ’s salmon products keep pace with evolving consumer demands, 
and

• Keeping Alaska fisheries competitive on world markets.

Draw comm ittee’s attention to letters in your bill packets from*,seafood processors.* <j&x » 
themselves

• describing how they’ve used the credit,

• the kinds o f improvements they’ve been able to make,

• and how much soon er  they’ve been able to achieve these new developments 
than they could have w ithout the tax credit.

The legislature constructed this tax credit program tightly to accomplish very specific 
goals, and it is a program that is p roving successfu l.

B u t there  is  m o re  to do  yet to maintain that momentum and to ensure that Alaska's 
salmon fisheries hold their place in the world marketp lace.

One enormous im p e d im e n t to industry's ability to make the investments needed to do 
that, is the sk y ro c k e tin g  c o s t  o f  e n e rg y .



Processors -  fo r the most part -  operate in rurai Alaska -  where energy costs are 
the highest, and the need is greatest fo r the so it o f economic activity that fishing and 
seafood processing provide.

Energy costs are eating up the profit margins that could otherwise be invested in 
the eguipment needed to move into new value-added product forms.

The tax credit program provides that extra little push -  an economic incentive to 
bridge the gap and go ahead NOW, (despite the growing burden o f high energy  
costs), and make the investments that can add value to &ma&uaWBWf salmon 7 / \o?T I 
caught and processed, t

That added value keeps AK fish competitive in world markets -  & THAT, in turn, 
benefits fishermen, communities, processors, and state coffers.

A \\c  in­
state policy makers, 'pre in the m idst o f considering and debating how to best 
USE and INVEST AfapterS current up-tick in state revenues

I see the extension o f this salmon tax credit as exactly the kind of investment 
opportunity w e should be looking for and supporting right now.

We,know Alaska needs to:

Encourage econom ic diversification,

Prepare for the future,

Ensure that Alaska products can be competitive in the world,

Make the best possible use o f our natural resources,

Add value to our raw products IN-STATE.

This bill promotes positive, accelerated forward movement on all o f those goals.
twi'-j&X CKt'kl
Utm is an investment that will PAY FOR ITSELF many times over in the years to 
come as fishermen, the seafood industry, coastal communities, and state coffers reap 
the benefits of greater marketability and higher value for A laska's salmon harvest.

I encourage the committee's full support o f this bill and quick action to keep this 
program from sunsetting this year.

T h a n k  you.



Salmon Product Development Tax Credits 
Calendar Years 2003 - 2006

Year 2003

Num ber o f C om pan ies C la im ing  C red its  16

Total D eve lopm en t E xpend itu res  1 S2.306.180

P rodu c t D eve lopm ent C red its  G enerated $1,153,090

C red its  Denied a t A u d i t 2 ($667.565)

C red its  A llow ed  $435.525

1 See Attachment 1 for a list of expenditure categories claimed
2 See Attachment 2 for a 'ist of reasons why credits were denied 
a The majority of these credits have not as yet been audited

2004 2005 2006

28 24 29

l y j M U  $6.391.775 $5.792.521

$4,155,456

($2.545,822)

$1.609,63-4

$3,195,888 $2,896,261 a

($1,092,639) ($25,082)

$2 ,103,249 $2.871.179

Prepared by Tax Division 
January 24,2008 

by T Cottongim



j ___________
CSHB 321(FSH)
1/28/08

F IS C A L  N O T E

Revenue 04 ___
T i t l e ___________ Salmon Product Development Tax Credit__________ RDU  Taxation and Treasury
_____________________________________________________________________ Component_______ Taxation and Treasury
Sponsor ______________________ Rep Thomas______________________ ____________________________________
Requester ______________________ (H) Fisheries______________________ Component Number 2476

E xpend itu res/R evenues_______________________________________ (Thousands of Dollars)
Note: Amounts do not include inflation unless otherwise noted below. _____

Appropriation
Required Information

OPERATING EXPENDITURES FY 2009 FY 2009 FY 2010 FY 2011 FY 2012 FY 2013 FY 2014
Personal Services 
Travel 
Contractual 
Supplies 
Equipment 
Land & Structures 
Grants & Claims 
Miscellaneous

0.0 0.0 0.0 0.0 0.0 0.0 0.0
5.0 0.0 0.0 0.0 0.0 0.0 0.0
0.0 0 0 0.0 00 0.0 0.0 0.0
0.5 0.0 0.0 0.0 00 0.0 0.0

1.5 0.0 0.0 0.0 0.0 0.0 0.0
TOTAL OPERATING 7.0 0.0 0.0 0.0 0.0 0.0 0.0

CAPITAL EXPENDITURES 0.0 0.0 0.0 0.0 0.0 0.0 1 0.0

CHANGE IN REVENUES ( ) 0.0 0.0 0.0 0.0 (2,000.0)| (2,000.0) (2,000.0)1

FUND SOURCE (Thousands of Dollars)
1002 Federal Receipts
1003 GF Match
100-* GF 7.0 0 0 0 0 00 0 0 0.0 0 0
1005 GF/Program Receipts
1037 GF/Mental Health
Other Interagency Receipts

TOTAL 7.0 0.0 0.0 0.0 0.0 0.0 0.0

Estimate of any current year (FY2008) cost: 0 0

POSITIONS
Full-time
Part-time
Temporary

ANALYSIS: (Attach a s cpaiato pacjo it necessary)
See Attached

Identifier (file name): HB321-DOR-TAX-1-22-08 Dept. Affected:

STATE OF ALASKA Fiscal Note Number:
2008 LEGISLATIVE SESSION Bill Version:

(H) Publish Date:

Prepared by: Tim Cottongim, Audit Supervisor and Dan Shekel, Economist________________  Phono (907)465-3695
Division T a x ___________________________________________________________ Date/Time 1/22/08 12 00 AM
Approved by: Jerry Burnell____________________________________________________ Palo 1/22/2008______

Department of Rovenuo___________________________________________

KVDVJOOBIA'ni Pago 1 of 2



ANALYSIS CONTINUATION

Bill La n g u a g e : This bill extends Ihe existing Salm on Product Development tax credit for investment in processing equipment used lo 

produce value-added salm on products by three years  through 2011. The Salm on Product Development tax credit allows taxpayers to 

take a credit against their F isheries B u siness Tax liability for 50%  ol qualified investment in new value-added salm on processing  

equipment. C re J .ls  m ay be applied against up to 50%  of Ihe Fisheries B u siness T ax  liability on salm on p ro cessed  in A laska in the year 

generated and Ihe three subsequent years

This bill a lso ad d s a  new provision that allows a taxpayer to request a preliminary determination of whether an investment qualifies for 

the Salm on Product Developm ent tax credit.

R e v e n u e s : Based  on preliminary F Y  2005 audit results, a total of about S2 1 million in Salm on Product Development tax credits were  

allowed for the fiscal year. W e believe this credit will continue lo attract a  high level of interest. W e  project investm ents will generate  

about S2.0  million of allowed tax credits in e ach  of the three tax years 2009-2011. W e project that the credits arising under this bill will 

be used  against F isheries B u sin ess Tax liabilities for 2011-2013 to reduce receipts during F Y  2012 - F Y  201*1 Fisherie.- b u sin ess Tax  

revenue to Ihe state is therefore expected to be reduced by 2 0 million in F Y  2012, F Y  2013 and F Y  201*1.

E x p en d itu re s : S ince  the Salm on Product Development tax credit is already in place, there will be  no new  exp ense  to exlend the sunset 

date of the credit However the new provision allowing a  taxpayer lo requests a preliminary determination of whether an  investment 

qualifies for the credit will require additional expenditures Specifically, Ihe Department of R evenue will need lo develop new regulations 

for the predetermination p ro cess Incremental co sts  lo develop regulations will be 57,000 in F Y  2009 for travel, supplies and venue  

fees related to regulation developm ent W e anticipate that the predeterminations can  be m ade using existing staff

FISCAL NOTE It I
STATE OF ALASKA 131LL NO. CSHB 321(FSH)
2008 LEGISLATIVE SESSION

Ptiye2 of 2
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Rep. Mike Client 
Rep. Kevin Meyr 
House Finana C 
Alaska Stale Cap 
Juneau, AK 998111

A L A S K A  6 L A C e

ult, Co-Chair 
r, Co-Chair 
immittee 
tol

Dear Reprcscntat ves,

Alaska Glacier Seafoods (ACS) strongly supports the passage of HB 321, renewing the 
Salmon Product Development Tax Credit.

AGS is located in 
people. We have 
and  sockeye, as v

Juneau, and is a wholly Alaska owned company employing about 40 
"vested heavily in the salmon industry, producing fillets of king, coho, 
ell as high value roc products. The Salmon Product Development Tax 

Credit has been v :ry helpful to AGS in weathering challenging times in the global 
salmon market.

Challenges reman however, and wc support the continuation of this program because it 
will help businesses such as AGS to improve onr capacity, efficiency and our ability to 
compete as an Al: skan business in a worldwide market.

AGS greatly appr 
industry in Alaskr 
passage of HB 321.

xinics the Legislature’s understanding of the importance of the salmon 
s economy, and wc thank you lor your continued support through the

Sincerely,

Mike Lr/c'kson 
President 
Alaska (.Slimier Sc

: X

I foods, Inc.

P.O. QOX .14363 • JUNEAU. ALASKA 99803 ♦ (90?) 790-3590 • fax: ((J0/) 7!)0-4?llli



January 29, 2008 I C I C L E

Representatives Mike Chcnault and Kevin Meyer 
Co-Chairs, House Finance Committee 
Alaska State Legislature 
Juneau , Alaska 99801

RE: CSHB 321 An act to extend the salmon product development tax credit 

Dear Chairmen Chcnault and Meyer,

I wish lo express our support for CSHB 321, an act that would extend the 
salmon product development tax credit program through the year 2011.

The tax credit program has served as a catalyst Tor modernizing and retooling 
processing equipment to make the Alaska salmon industry more competitive in 
the wot Id market place. We have utilized this program on a number of 
occasic ns to purchase equipment to further diversify our product line and 
improve quality. This has resulted in higher customer acceptance and 
products with a longer shelf life.

It has been our practice to contact tho Dept, of Revenue before embarking on 
projects that we intend to use the salmon tax credit on for their opinion as to 
who.her or not the project would qualify. Wc have found (his to be helpful. 
Therefore, wc can support the addition of the language in Section 2 allowing for 
a preliminary determination by the Dept, of Revenue regarding the qualification 
of a project for the tax credit.

The salmon product development tax credit program is beneficial and can 
provide 'he incentive to make needed capital improvements a rational choice 
dining economically challenging times.

Your support of CSIIB 321 would be very much appreciated.

Sincerely,
ICICLE SEA FO O D S, INC.

Kris Nomsz 
(iiivctnment Affairs

PETERSBURG FISHERIES
a division o r  icicir seafoods, inc

P .O  Box I 1 4 /  •  Pptcfiburg, AK 9 9 0 3 3  •  le t 9 0 7 7 7 2  4 2 9 4  • Fax 9 0 7 7 / 2  4 4 7 2



4 Nickerson Street Seattle, WA 98109

House Finance Committee January 25, 2008
Alaska State Legislature 
Juneau, Alaska 99801

RE: HB 321, Salmon Tax Credit

North Pacific Seafoods would like to express our support for the passage of HB 321, 
renewing the Salmon Product Development Tax Credit through the year 2011. The current 
bill has allowed the industry to keep pace on Alaska salmon products in the quickly changing 
domestic and world market. The extension of this bill to 2011 will continue the momentum 
and success Alaska salmon products are enjoyed in the global markets.

North Pacific Seafoods started in Alaska in the canned sa1 .ton processing business. Today 
we own and operate four (4) shore based seafood processing plants that the largest portion is 
salmon, though we also process crab, halibut, black cod, Pollock, Pacific cod, Hat fish, 
rockfish and dive products. Our facilities are located in the coast areas of Sitka, Kodiak, 
Pederson Point and Togiak. With the changing market demands, North Pacific Seafoods has 
converted from salmon canning to 100% fresh and frozen processor o f  Alaska salmon and 
other seafood items.

North Pacific Seafoods continues to invest in our facilities each year. With the brisk!;, 
increasing costs of energy, freight, labor and insurance, an increasing amount of our capital 
improvement funds have been diverted lo address these issues that would normally be 
invested into product improvements. Wo have been utilizing the Salmon fax Credit each 
year to improve our product development in salinen fillets and salmon ikuta. Wc plan to 
continue to invest in salmon product development and the Salmon I ax Credit will allow us to 
invest at an accelerated level as long as this program continues.

We thank you for the continued support through the passage o f the extension to the Salmon 
Product Development Tax Credit program.

Sincerely,

m m
Robert I). Nickinovicb 
President



January 28, 2008
l i l t  I I N I  1111 I t  >K 
M l O ' t l N U I  W l .M  I 
m \ 111 n \ 'i-i i ivc
.•ii.»,::s mj s *i i

Representative Mike Chenault, Co-Chairman 
Representative Kevin Meyer, Co-Chairman 
House Finance Committee 
State Capitol 
Juneau, Alaska 99801

Dear Representatives Chenault & Meyer:

It is my pleasure to introduce Peter Pan Seafoods, Inc Wo were incorporated in 1950 as the successor 
to I5E. Harris Co., which began canning salmon in Alaska in 1912 Peter Pan Seafoods processes and 
sells various types of Alaskan seafood products All of our raw seafood is purchased from independent 
fishermen participating in fisheries throughout Alaska. Our production facilities include: King Cove, Port 
Moller, Dillingham, and Valdez Salmon products account for the largest portion of our salts; other major 
product lines include crab, halibut, cod, Pollock and black cod Our products are sold primarily to 
wholesalers and distributors throughout tho world.

Peter Pan Seafoods would like to ask you and the Finance Committee to schedule and pass B ill HB321, 
the Salmon Tax Credit B ill . This bill simply extends for 3 more years an existing program that is proving 
very successful for the Alaskan salmon industry We hope lo continue the momentum and progress this 
program has afforded us in keeping cur Alaskan salmon product'* competitive in the domestic and world 
markets

W'e have been able to utilize the salmon tax credit at each of our Alaska production facilities. Both King 
Cove and Dillingham have added value added salmon fillet and ikura roe lines. In Pod Moller. we 
expanded our value added salmon fillet ope’ation; and in Valdez we added value added salmon fillet 
production skinless boneless canned salmon and ikura roe. Tho progress we have achieved by adding 
and developing the value added salmon products in such a relatively short tune is due to 'he Salmon Tax 
Credit,

The ever .ncreosing costs of energy, labor, packaging ana insurance are diverting the funds that could 
otherwise be invested into these sorts of improvements It is imperative to our industry and Peter Pan 
Seafoods in particular that the salmon tax credit continue for another 3 years There 'S more to tic* 
achieved in tho development ol the salmon value added program to ensure Alaska salmon products keep 
pace with evolving world markets We urge the committee to take quick action in support of HB321. tho 
Salmon Tax Credit

1 hank you and the Committee for your timely consideration of this issue

Respcctfull/.

Barry D Coflier 
President and CEO 
Peter Ron Seafoods, Inc



February 5, Juux

To Whom It May Concern;

John West Foods Ltd wish to express our support for the extension of the Value-Added Salmon 
Tax Credit currently under consideration by the Alaska Legislature. We support any and all 
efforts to ensure that the manufacturers of Alaska canned salmon are able to innovate and change 
to meet the needs of our consumers.

Our markets in the UK, Holland, and Ireland have long been very strong markets for Alaska 
canned salmon. I lowever, our consumers’ tastes are changing and we have no choice but to 
change with them. Demand for traditional canned salmon, with skin and bones, has been 
declining steadily in our sales regions and there is every reason to believe that this trend will 
continue. Our consumer research regularly shows that younger consumers are deterred from 
buying traditional canned products by the presence of skin and bones.

I lowever we arc currently having good success with new skinless and boneless canned salmon 
products, and are aggressively expanding our offerings of these items. Our goal is to capture a 
younger consumer base with these products and not allow the overall presence of Alaska canned 
salmon to decline.

I liis tax credit has given substantial impetus to Alaska’s canners to invest in these skinless and 
boneless canning lines. We need these products to grow and to keep Alaska canned salmon a core 
product for the next generation of European seafood consumers. We fear that without the support 
of this tax credit that the pace of cannery modernization will slow or stop entirely. This would 
severely blunt our efforts to grow sales of Alaskan canned salmon.

John Tomlinson 
Director
John West Foods I td 
Liverpool L2 2( iA 
United Kingdom

Sincerely.

M.i'ti i Ulk'C • I .incitxlrr I louse I iks lum Sired, I ivctpool I ’ 2< iA I iigl.iml
telephone <♦ Oil tD im  .’ n .x ? ;!
F a x (♦ ( I I I  4 41 151 2.16 3465
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ALASKA GENERAL SEAFOODS
>125 N E 175th Street 

Kcnm ore, WA 98025-4808 

Tel: 425-485-7755 
Fax:425-485-5172 

Internet: wwwakgcn.com

January IH. 200H 

Rep. Paul Seaton
Chairman, House Fisheries Committee 
Alaska legislature, Stat Capitol 
Juneau, A K  99801

Dear Rep. Seaton,

HR321

'Hun'. you arvi the I louse Fisheries Committee Tor hearing I louse illll 321. 'Die Salmon Product Development 
Tax Credit program has provided significant incentive for our company to increase our investments in value 
adding equipment in our plants in Naknck and Ketchikan. TJii* lull, if  passed, will simply extend for three years 
what has been a clearly successful program. Wc Ixlicw this extension is in the best interests of our industry in 
that it will provide continued momentum to salmon processor's ability to ensure that Alaska's salmon products 
continue to be competitive in world markets.

Our company has used this program to acquire ilw equipment necessary to get iis into I lie production of 
salmon fillets, salmon caviar and easy open tops on our salmon cans. All of these end products provide us with 
accc*.- to new markets for otir products and increase the end value of each pound of salmon that we arc aide to 
deliver to ihcm.

It is oor desire to expand our company’s investments in further value adding of our silmon products each year 
In the extent that such investments arc economically feasible. 'ITierc is much to lie done to ensure that our 
.Masks salmon producis continue to l>c competitive. Not unlike many oilier businesses our margins arc Ixring 
squeezed liy a number of rapidly increasing costs not rise least of which is our cost of elcctncity and foci. 
Continuing cost increases of that magnitude inhiliil any business's ability to reinvest capital in equipment and 
ours is no exception. In spite of these factors wc plan to invest to the extent possible and will death' do inoa' 
of this than u-c otherwise would as long as this program is continued.

We shank joii for your interval m this Ixll and urge you and the I'shcricx Onnmiltev to approve it.

Vkc President / General Manager 
Alaska General Sealoodt

Sincerely,

G l.
cc: Office of Rep Dill Th»»m.u • Ian I nk by fax In W  46S 26S2 

Mary McDowell, Vice President I'SI’ V '707 3K0 461 rt
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Salmon Product Development Tax Credits 
Calendar Years 2003 - 2006

Year 2003

Number o f Companies C laim ing C redits 16

Total Development Expenditures ' $2.306.180

Product Development C redits Generated $1,153,090

Credits Denied at A ud it 2 (S667.565)

Credits A llowed $485.525

1 See Attachment 1 lor a list of expenditure categories claimed
2  See Attachment 2 for a list of reasons why credits were denied 
a The majority of these credits have not as yet been audited

2004

28

s e a m a n

$4,155,456

($2,545.822)

2005

24

s s m z z a

$3,195,888 

(S1,092,639)

2006

29

$5.792.521 

$2,896,261 3 

($25,082)

g & g z u z a

Prepared by Tax Division 
January 22, 2008 
by T Coltonyim


