


TO: House Resources Members

From: Committee S t a f f  

DATE: March 25, 1984

RE: CSHB 5KIRes) , ESTABLISHING A FISHERIES BUSINESS TAX CREDIT

Section one: This sect ion  se ts  up the f i s h e r ie s  business tax c re d it
program. Under the program a f i s h  processor i s  e n t it le d  to rece ive  a 
c red it  o f not more than 50% of i t s  raw l i a b i l i t y  fo r  c a p i t a l  investments 
in shore-based f a c i l i t i e s .  The program has a consecutive f iv e  year 
e l i g i b i l i t y  period for  each f i s h  processor , which the processor can 
i n i t i a t e  in any year through 1988. Fish processors w i l l  be allowed to 
carry e l ig ib l e  investments forward during the ir  f iv e  year per iod , but 
w i l l  be undbie to begin a tax c re d it  fo r  an item which has already been 
credited under th is  program.

This sect ion  a lso  provides fo r  an annual report to the le g is la t u r e  on 
the b en e f it s  and u t i l i z a t io n  of th is  tax c red it  program (to  begin in 
1986).

Section two: This section  provides that the ca lcu la t io n  of raw f i s h  tax
refundr to lo c a l  governments w i l l  not chan1- a and w i l l  continue as i f  the 
raw f i s h  tax c re d it  did not e x is t .

Section th ree : This section  puts the Gufiniwion of " c a p i t a l  expenditure" 
in the s ta tu te s  under the d e f in i t io n  section  of Chapter 75.

Section fou r : This section  repea ls  the raw f i s h  tax program in  1993; 
a f t e r  a l l  e l i g i b i l i t y  under the program has expired.



Section one: This new section  d e le te s  the word "cannery" and rep laces
i t  with " f i s h e r ie s  bus in ess" . This action  cleans up the sta tu tes  
because in the d e f in i t io n  sect ion  of Chapter 75, AS 43 .75 .140(3 ) ,
"cannery" i s  defined as a " f i s h e r i e s  business" . AS 43.75.140(3) s t a t e s :

(3) " f i s h e r ie s  business" means a person who engages in processing 
f i s h e r ie s  resources fo r  s a le  by freez in g , cooking, s a lt in g ,  
or other method end includes but i s  not l im ited to can ner ies , 
cold storages, freeze r  sh ip s ,  and processing p lan ts .

Also, throughout the o r ig in a l  committee subst itu te  b i l l ,  the word 
"cannery" has been deleted because the words " f i s h e r ie s  business" 
already de fines  "cannery" in the d e f in i t io n  section  of th is  chapter.

Section two: This section  se ts  up the f i s h e r ie s  business tax c red it
program. Under the program a f i s h  processor is  en t it le d  to rece ive  a 
c red it  of not more than 50% of i t s  raw l i a b i l i t y  for c a p i t a l  investments 
in shore-based f a c i l i t i e s .  The program has a consecutive f iv e  year 
e l i g i b i l i t y  period fo r  each f i s h  processor, which the processor can 
i n i t i a t e  in any year through 1988. Fish processors w i l l  be allowed to 
carry e l ig ib l e  investments forward during their  f iv e  year period , but 
w i l l  be unable to begin a tax c re d it  for  an item which has already been 
cred ited  under th is  program.

This section  a lso  provides for  an annual report to the le g is la tu r e  on 
the b en e fits  and u t i l i z a t io n  of th is  tax cred ic  nrogram (to  begin in 
1986).

Section three : This sec t ion  providr that the c a lcu la t io n  of raw f i s h  tax
refunds to lo c a l  governments w i l l  not change and w i l l  continue as i f  the 
raw f i s h  tax c re d it  did not e x is t .

Section four : This sect ion  puts the d e f in i t io n  of " c a p i t a l  expenditure"
in the sta tu tes  under the d e f in i t io n  section  of Chapter 75. This is  
language from the Department of Revenue.

Section f i v e :  This sect ion  repeals  the raw f i s h  tax program in 1993; 
a f t e r  a l l  e l i g i b i l i t y  under the program has expired.



STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

REQUEST
Bill/Resolution No; CSHB 518(Fish)
Ti11 a ; Fisheries Business Tax Credit

Sponsor: Zharoff, Grussendorf
Requestor: ' rt. R e s qca.1. _____
Date of Request:_______________________

Revision Date 03/26/84 

FISCAL DETAIL
Agency Affected: Department of Revenue 
Program Category Affected: Collection and

Management________________
BRU, Program of Subprogram(s) Affected: 

Audit Division

EXPENDITURES/REVENUES: (Thousands of Dollars)

I OPERATING
I FY 84 FY 85 | FY 86 FY 87 | FY 88 [ FY 89

I
100 PERSONAL SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
400 -"PPLIES 
500 fPMENT 
600 Lm NDS & STRUCTURES 
700 GRANTS, CLAIMS 
800 MISCELLANEOUS 

TOTAL OPERATING

2 .0 | 
1.0 |

3.0

| CAPITAL | 1 - I - 1 - 1 - 1 —

| REVENUE | 

FUNDING: (Thousands of Dollars)

- K 7 ,250.0)1(7,250.0)1 - 1 - 1

| GENERAL FUND 
| FEDERAL FUNDS 
| OTHER
1 TOTAL__________

I 3.0 !

- I
- i 

3.0 I

POSITIONS:
FULL-TIME
PART-TIME
TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF DILL:

ANALYSIS: Attach a separate page for analyses.

Prepared By: Maureen O'Brien_______________________________  Phone: 465-2320
Division: Audit Division Date: __________

Approved by Commissioner: 40U Date:
Agency: __________________________ Revenue___________________

Distribution (by Agency preparing fiscal note):
Legislative Finance 
Legislative Sponsor 

. Requestor . ..
Office of Management and Budget 
Impacted Agency(ies)



Analysis for CSHB 518(Fish):

Travel $2.0 - passage of CS HB 518 will require the Audit 
Division to draft regulations and conduct public hearings 
throughout the state. Air fare and per diem costs are estimated 
at $2,000 for travel to Ketchikan, Anchorage and Kodiak by one 
Audit Division employee.

Contractual services $1.0 - conducting public hearings requires 
the presence of a court reporter and advertising in state-wide 
newspapers.

The above estimates are derived from the Revenue Sources January 
1984 projections for fisheries business taxes, and provide for 
tax credits effective in FY 85. The estimates reflect the 
maximum revenue loss the state would experience if all fisheries 
business tax returns for shore-based canneries and shore-based 
fisheries businesses applied for a 50 percent ta.: credit, and 
were subsequently approved by the department. It should be 
noted that although the fish processors would be the primary 
beneficiaries of the tax credit, there exists the possibility in 
certain cases where, if the processors are given a 50 percent 
credit and the remaining 50 percent is refunded to local 
governments per AS 43.75.130, the state could eventually not 
receive any revenues from those fisheries business taxes.

Estimates are duplicated for FY 86 and not shown beyond since 
price/catch projections are unknown.



/

v i i .  t x j . x o u .  J i j J f J iujjiiiiuuiia l u  i ^ v i i n n e r c i m  r j s u / i i g  u n u  s i K i J v u i -

lure Bank. [Repealed, § 20 ch 117 SLA 1981.]
Sec. 43.75.140. Definitions. In thi
(1) "departm en t” m eans the  D epartm en t of Revenue;

• * .  '  ^  . » • * • »

(2) "developing com m ercial fish  species” m eans those spe ,.'es o f fish 
an d  shellfish an n u a lly  designated  by th e  commissioner of fish and 
gam e u nder AS 16.05.050(12);’

(3) "fisheries business” m ea n s  a  person whc engages in  processing 
fisheries resources for sa le  by  freezing, cooking, salting , o r o ther 
m ethod and includes b u t is n o t lim ited to  canneries, cold storages, 
freezer ships, and  processing p lan ts ; ' * ■L 'c - * : y ''j r i '

(4) "fishery resource" m eans fin  fish , shellfish and fish by-prodr ts, 
includ ing  b u t n o t lim ited  to salm on, h a lib u t herring , flounder, crab, 
clam , cod, shrim p, and  pollock;

(5) "floating fisheries business” m eans a  fisheries business which is 
n o t a  shore-based fisheries business; th e  term  includes, b u t is no t lim ­
ited  to, a  shore-based fisheries business a s  defined in  (6)(B) of th is 
section w hen i t  is  rem oved from  th e  s ta te : '•

(6) "shore-based fisheries business” m eans a  fisheries business'
(A) operated from a  facility  w hich is perm anen tly  attached o the  

land ; o r " ' •><*" • •• '•••’
(B) operated  from  a  facility  w hich rem ains in  th e  sam e location in 

th e  s ta te  for the  e n tire  tax  year;' l -: • •
’ (7) " tak ing” m eans pu rsu ing , fishing, capturing, or harvesting  a  

fisheries  resource in  an y  m an n er; ' •" ' '  ; '
(8) "value” m eans th e  ac tual p rice  paid  for the fisheries resource by 

th e  fisheries b u s in ess /in c lu d in g  ind irect'consideration  such as  fuel, 
supplies, o r gear, w hether paid  a t  the  tim e  of purchase o f the  fisheries 
resource o r tendered as  a  deferred  or' delayed payment," except th a t  
"value” m eans th e  m ark e t v a lu e  of th e  fishery resource i f  the  tak ing  
o f th e  fishery  resource is  done in  company-owned or 
com pany-subsidized boats operated  by employees of the  fisheries busi­
ness  o r in  boats w hich a re  operated  u n d er lease or o ther arrangem ent. 
(§ 3 ch 79 SLA 1979; am  § 46 ch 94 SLA 1980; am  § 46 ch 113 SLA 
1980; am  §§ 11, 12 ch 117 SLA 1981) .

' I t c v is o r ’a  n o te s . —  Reorganized in  
1083 to alphabetize the defined terms.

E f fe c t  o f  nm cn clm en ts . —  The first 
and  second 1980 am endm ents both 
repealed  the defin ition o f  "year” .

T he 1981 am endm ent added "the tak ing

• f.-- ■. •

o f ’ preceding "the fishery resource”  and 
substitu ted  "done" for "procured” 
preceding "in  company-owned" in the defi­
n ition o f  "value” . The am endm ent also 
added the definition o f "taking".

Chapter 76. Salmon Enhancement Tax.
Section
10. T hree pcrcont salm on enhancem ent

tax
11. Two percent salm on enhancem ent tax 
15. E lection to approve or term inate

salm on enhancem ent tax 
20 . T erm ination o f  salm on enhancem ent 

tnx
25 . Collection o f  tax an d  disposition o f  

proceeds

. :• . I'.i .

Section
28 . L iab ility  for tax on sulmon shipped 

from  state
30 . Accounting o f financing received as a  

resu lt o f  the salm on enhancem ent 
tax  • .

40 . D efinition . . . . .

’. ‘l .

E d ito r ’s  n o te s . —  For findings an d  
purpose o f  enacting  leg islation , see § 1, ch .

154, SLA 1980, in the Temporary nnd Spe­
c ia l Acts. .



Original sponsors: Zharoff and
Grussendorf

IN THE HOUSE BY THE RESOURCES COMMITTEE

CS FOR HOUSE BILL NO. 518 (Resources)

IN THE LEGISLATURE OF THE STATE OF ALASKA 

THIRTEENTH LEGISLATURE - SECOND SESSION

A BILL

For an Act entitled: "An Act establishing a fisheries business tax cred­

it."

BE IT ENACTED BY THE LEGISLATURE OF THE STATE OF ALASKA:

* Section 1. AS A3.75 is amended by adding n e w  sections to read:

Sec. A3.75.018. FISHERIES BUSINESS TAX CREDIT. (a) A cannery 

or fisheries business is entitled to a credit of not more than 50 

percent of the cannery's or business's tax liability under AS A3.75.- 

015 for capital expenditures related to a shore-based cannery or a 

shore-based_ fisheries business facility in the state made during the 

tax year if an application for the credit is approved by the depart­

ment .

(b) A cannery or fisheries business may claim a credit under (a) 

of this section for a maximum period of five consecutive years. An 

applicant for the credit may elect to begin the five-year period with 

any tax year from 198A through 1988.

(c) The portion of a capital expenditure that exceeds the amount 

eligible for a credit under (a) of this section during a single tax 

year may not be carried back to a prior taxable year, but may be 

claimed as a credit under (a) of this section for a subsequent tax 

year within the five-year period elected under (b) of this section. 

In no event may tax credits be approved for more than 100 percent of a 

capital expenditure.

(d) The department may not approve a tax credit under (a) of 

this section if the property for which the capital expenditure was

-1- CSHB 5 1 8 (Res)

Hein
3/26/84



1

2

3

4

5
6

7

8

9

10

11

12

13

14

15

16

17

18

19

20

21

22

23

24

25

26

27

28

29

made was the subject of a previous capital expenditure by another

taxpayer for whom a corresponding tax credit under (a) of this section 

has been approved.

(e) The department shall adopt regulations providing for the

application for a credit under (a) of this section and for the review 

and approval or disapproval of an application.

(f) The department shall approve or disapprove an application

for a credit under this section not later than 60 days after receiving 

the application.

Sec. A3.75.019. TAX CREDIT REPORT. Not later than the 60th 

legislative day of each regular legislative session the Department of 

Revenue, in conjunction with the Department of Commerce and Economic 

Development, shall submit to the legislature a report on the fisheries 

business tax credit program under AS A3.75.018. The report shall

describe the expenditures for which a credit was claimed during the 

previous tax year and, if possible, the increase in employment and 

processing capacity by the canneries and fisheries businesses for whom 

the credit was approved. Reporting under this section shall begin

with the second regular session of the Fourteenth Alaska Legislature.

* Sec. 2. AS A3.75.130 is amended by adding a new subsection to read:

(b) For purposes of this section, tax revenue collected under 

AS A3.75.015 from a person entitled to a credit under AS A3.75.018 

shall be calculated as if the person's tax had been collected without 

applying the credit.

* Sec. 3. AS A3.75.1A0 is amended by adding a new paragraph to read:

(9) "capital expenditures" includes the price paid for 

equipment and the costs of improvements made to depreciable property, 

but does not include expenditures that are deduc'ed entirely for 

federal income tax purposes in the year in which they accrued or were 

CSHB 5 1 8 (Res) -2-
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paid.

* Sec. A. AS A3.75.018, A3.75.019, A3.75.130(b) , and A3.75.1 A 0 (9) are 

repealed June 30, 2993.

-3- CSHB 5 1 8 (Res)



STATE OF ALASKA 1984 LEGISLATIVE SESSION 1
FISCAL. NOTE

Revision Date

REQUEST P a g e  1 or 2

Bill/Resolution NoCS HB 518 (Fish) 
Title: Act establishing a fisheries
business tax credit.____________________
Sponsor: Zharoff ___________________
Requestor: Special Comm, of Fisheries 
Date of Request: January 18, 1984

FISCAL DETAIL
Agency Affected: Revenue
Program Category Affected:

BRU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)

T
1 OPERATING

' |~TT 8'4~" r r n n r T T Y  86 rrr57~ 1 FT  86 1 FY 89
1 i ~ r 1 T

1 100' PERSONAL SERVICES 1 - - i | 1 - 1
1 200 TRAVEL 1 - 1 2.0 i | 1 - 1
1 300 CONTRACTUAL 1 - 1.0 i | 1 - 1
; 4 0 0 SUPPLIES 1 ' i ! 1 - 1
1 500 EQUIPMENT 1 - ! i | 1 - 1
1 600 LANDS & STRUCTURES 1 - i ! 1 - 1
I 700 GRANTS, CLAIMS 1 - | i - 1 - 1
1 800 MISCELLANEOUS I - i - I - !
i TOTAL OPERATING 1 - 3.0 i ! 1 - 1

CAPITAL

REVENUE"

FUNDING: (Thousands of Dollars!
I "GENERAL' FUND

(7,250.0/1(7,250.0}

I FEDERAL FUNDS 
I OTHER 
I TOTAL

1 7 0

3.0

POSITIONS:
T'Tl/L'L-TnC'
I PART-TIME 
I TEMPORARY I

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis.

Prepared By: 
Divi si on:

Robert W. Elliott 
Research Section

Approved by Commi^sionetK 
Agency:

Office of Management and Budget 
Impacted Agency(ies)

Phone:
Date:

Date:

465-2173

O T / i W

r/«

Distribution (by Agency preparing fiscal note): 
Legislative Finance 
Legislative Sponsor 
Requestor



Analysis foSSHB 518(Fish Page 2 of 2

Travel 52.0 - passage of HB 518 will require the Audit Division 
to draft regulations and conduct public hearings throughout the 
state. Air fare and per diem costs are estimated at 52000 for 
travel to Ketchikan, Anchorage and Kodiak by one Audit Division 
employee.

Contractual services 51.0 - conducting p u h M c  hearings requires 
the presence of a court reporter, and adv *t1s1ng In statewide 
newspapers.

The above estimates are derived from the Revenue Sources January 
1984 projections for fisheries business taxes, and assume the 
legislation would become effective 1n FY 85. The estimates 
reflect the maximum revenue loss the state would experience 1f 
all fisheries business tax returns for shore-based canneries and 
shore-bised fisheries businesses applied for a 50 percent tax 
credit, ind were subsequently approved by the department. It 
should b a noted that although the fish processors would be the 
primary beneficiaries of the tax credit, there exists the 
possibility 1n certain cases where, 1f the processors are given 
a 50 percent credit and the remaining 50 percent 1s refunded to 
local governments per AS 43.75.130, the state could eventually 
not receive any revenues from those fisheries business taxes.

Estimates are duplicated for FY 86 and not shown beyond since 
price/catch projections are unknown.
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STATE OF ALASKA 1984 LEGISLATIVE SESSION 
FISCAL NOTE

Revision Date:

REQUEST FISCAL DETAIL
Bill/Resolution No.CSup m  p (Fishl Agency Affected: j-r.-.-
Title: r ^ t , o r ^ c  h n c i n a c c  Program Category A/rected^r a y  r v & d i t ________________________________Sp o n so r:7 KP>. 0 f  .e____________________________
Requestor:_______
Date of Request:

BRU, Program or Subprogram^s) Affected:" 

-------- M-or.c-------------------------------

EXPENDITURES/REVENUES: (Thousands of Pol Tars)
FY 84 FY 85 FY 86 FY 87 FY 88 FY 89

OPERATING
100 P E R S O N A L  S E R V I C E S

200 T RA V E L
■

30 0 C O N T R A C T U A L

LO O  S U P P L I E S

50 0  t C U I P M E N T

600 LA N l A S T R U C T U R E S

70 0 CR A N T S ,  C L A I M S

3 0 0  M I S C E L L A N E O U S

To TAl Op e r a t i n g n n n A A A

CAPITAL n rt n A n-

REVENUE n n n « n L n

FUNDING: (Thousands of Doll ars)
CENERAL FUND 

FEDERAL FUNDS 

OTHER

t o t a l

r

i

l

POSITIONS:
FU LL-T IM E

PART-TIM E

TEMPORARY

................... ' ....... ......................I I '

1

J

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

A^ l YSIS: Attach a separate page for analysis

Prepared By: R i c h a r d  P e i f e r  
Division: B e a t o o c  N P n i n a I ~ l n n u F t r v

Approved by Commissioner; /~. (s— • 1 ^ w  Date: l/2*\/84
Agency: Department of Fnvironmentai Conservation

Distribution (by Agenc/ ,ireparing fisea1 note):
Legislative Finance 
Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 12/1/83

'’’hone: 4 6 5- ? 6 0 0 
Dace: TTTT



CS H O U S E  B I L L  519 (Fish)

A n  a c t  e s t a b l i s h i n g  a f i s h e r i e s  b u s i n e s s  ti.x c r e d i t

P O S I T I O N  P A P E R

D E P A R T M E N T  O F  E N V I R O N M E N T A L  C O N S E R V A T I O N

T h e  D e p a r t m e n t  o f  E n v i r o n m e n t a l  C o n s e r v a t i o n  s u p p o r t s  the 
c o n c e p t  of t h i s  b i l l .  I m p r o v e m e n t  of q u a l i t y  c o n t r o l  and 
f a c i l i t i e s ,  and d e v e l o p m e n t  of  n e w  c o m m e r c i a l  f i s h  s p e c i e s  
r e p r e s e n t  s i g n i f i c a n t  c o s t s  to t h e  i n d u s t r y .  T h e s e  c o s t s  
c o n s t i t u t e  a m a j o r  d e t e r r e n t  to m u c h - n e e d e d  i m p r o v e m e n t s  in 
i n d u s t r y  p r o c e s s i n g  m e t h o d s ,  f a c i l i t i e s ,  a n d  p r o d u c t  q u a l i t y .

T h e  i n c e n t i v e  o f f e r e d  by t h i s  l e g i s l a t i o n  r e p r e s e n t s  an 
i n v e s t m e n t  in the e c o n o m i c  f u t u r e  of the S t a t e  of A l a s k a .

D ated: J a n u a r y  24, 1994

R i c h a r d  A. N e v e  
C o m m i s s i o n e r  

D e p a r t m e n t  of E n v i r o n m e n t a l  
Conservator.



Letter of Intent to Accompany CSHB 51C (Fisheries)

It is the intent of the Legislature of ''e State of Alaska that the 

Fisheries Business Tax Credit program is enacted primarily for 

increasing capital investments in equipment relating to:

' ) processing developing commercial fish species;

(2) meeting quality control guidelines; and

(3) upgrading and modernization of existing processing facilities.

The program is designed to make capital available for investment in 

equipment tor shorebased facilities within Alaska and not for purchase 

of land or processing facilities.

The Legislature expects eligible capital expenditures to be the price 

paid to acquire equipment, including costs of improvements and 

betterments made to property, but not expenditures which are taken as a 

deduction in computing federal taxable inco* a for the taxable year.

AcuL.neici H e r r m a n n ,  C h a i r  
House Special Committee on Fisheries



C m '  OF KODIAK 
RESOLUTION NUMBER 09-84

A RESOLUTION OF THE COUNCIL OF THE CITY OF KODIAK SUPPORTING USE OF THE 
STATE PORTION OF THE RAW FISH TAX TO PROVIDE TAX CREDITS TO SHORE-BASED FISH fc
PROCESSORS

WHEREAS, investment capital for onshore processing facilities is recog­

nized as a top priority in Kodiak's fishing community; and

WHEREAS, because the Kodiak King Crab seascn did not open in 1983, and 

may not open in the near future, diversification is needed; and

WHEREAS, the potential growth of Kodiak's bottcmfish industry makes it 

especially important that this segment of the processing industry be promoted,

NOW, THEREFORE, BE IT RESOLVED by the Council of the City of Kodiak, 

Alaska, that the Governor and the Legislature be and are hereby urged to pro­

vide raw fish tax credits against the State's fifty percent for upgrading 

and modernization of shore-based fish processing facilities.

BE IT FURTHER RESOLVED that copies of this resolution be forwarded to:

Hie Honorable Bill Sheffield, Governor of Alaska
The Honorable Stephen McAlpine, Lieutenant Governor of Alaska
All Alaska State Senators
All Alaska. State Representatives
The Kodiak Xslnd Borough
The Kodiak Acre Cliamber of Commerce

PASSED AND APPROVED this °iTU day of ' r e R R u  ft ______ , 1984.

CITY OF KODIAK

V J
MAYOR

ATTEST:

n v  i irpv11 CITY CLERK
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