
The C o m m i t t e e  on F I N A N C E has had IIB 58

"A n  A c t  r e l a t i n g  to the f i s h e r i e s  b u s i n e s s  tax."

u n d e r  c o n s i d e r a t i o n  a n d  r e p o r t s  it b a c k  as follows:

[ ] do pass [ ] do not pass

[ ] do pass w i t h  a t t a c h e d  a m e n d m e n t s ( s )

r e p l a c e  w i t h  CS for l-\ L . h ' t IsA )

and r e c o m m e n d s

fiN ] same title 
[ ] new t i t l e

Fjfc] New Fiscal Note

Zero Fiscal Note Attached
r e p o r t s  it back w i t h o u t  r e c o m m e n d a t i o n .

[ ] A N D  a t t a c h e s  a " L et te r o f  Intent"
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STATE OF AL AS K A  1985 L E G I S L A T IV E  SESSION

___________ _ _  FISCAL N O T E _________________

Revision Date:

REQUEST FISCAL DETAIL

Biil/Resolution No.:, c s h b  5 8 ( F I N )Agency a f f e c t e d : R e v e n u e _______________

Title: P p . sheri f>s__________  Program Category Affected:_______________

- — bu ai na aa  tax-________________ ___________________________ _____________
Sponsor: r ^ t o  s, G r u s s e n d o r f  BRU, Program or Subprogram(s) Affected:

Requestor: H n n c i p  F i n a n f i P  ____________

Date of Request: April la.iqas  _____________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

OPERATING

FY as FY bb FY 8/ FY 88 FY 89 FY 90

loo Personal SERVICES 
200 TRAVEL 
300 CONTRACTUAL 
'♦OO SUPPLIES 
500 EQUIPMENT 
500 LAND & STRUCTURES 
700 GRANTS, CLAIMS 
300 MISCELLANEOUS

0

•0

0

0

0

0

0

0
TOTAL OPERATING 0

F CAPITAL I 1 0 1  I I | T

I REVENUE I I ( 7 0 0 0  . 01) ( 7 0 0 0 .  0 0 I I 1

FUNDING: (Thousands of Dollars!
jcl'titnL rui.ij 
:EDERAL FUNDS 
DTHER 
TOTAL

0
0
0
0

POSITIONS:
•ULL-I lilt
3ART-TIME
TEMPORARY

0 1
0 !
n

ANALYSIS: Attach a separate page if necessary

A n y  n e c e s s a r y  o p e r a t i n g  e x p e n s e s  can be a b s o r b e d  in t h e  FY 86 b u d g e t .  
The p o t e n t i a l  r e v e n u e  ioss can not b e  p r e c i s e l y  d e t e r m i n e d .  The 
s u b c o m m i t t e e  f eels t h a t  the $7 m i l l i o n  loss is an a c c u r a t e  e s t i m a t e .

Prepared By: A1 Adams, C h a i r  Phone: ' 465 - 3 7 0 6
Division: H ouse F i n a n c e  Date: “ 4 / 1 8/85

Approved by Commissioner: Date:
Agency:_______________________________~

Distribution (by Agency preparing fiscal note):
Legislative Finance 

Legislative Sponsor 
Requestor

Office of Management and Budget
Impacted Agency(ies) 7/1/84
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O r i g i n a l  s p o n s o r s :  C a t o ,  G r u s s e n d o r f

a n d  T h o m p s o n

'IK T K E  H OU SE  BY T HE FI1IAECE CO MM I TT EE

CS F OR FiOUSE BILL NO. 58 (Finance)

I K  THE LEGI SL A TU RE  OF T HE S T AT E OF ALASKA 

FOURT EE NT H LEGIS LA TU RE  - F I R S T  SESSION

A  BILL

F o r  a n  Act entitled: MA n  Act relating to the fisheries business ta x.”

BE  IT ENACTED B Y  T H E  LE GISLATURE O F  T H E  STATE O F  ALASKA:

* Section 1. AS 43.75.015(a) is amended to read:

(a) A  p e rs on  engaged in a fisheries business ia liable f o r  a nd 

shall p ay the tax levied b y  this section on the value of each o f  the 

f ollowing fishcriea resources processed durin g the year at the rate 

set ou t after each:

(1) salmon canned at a shoro-bascd fisheries business 

[CANNERY] - f ou r and one-half percent:

(2) salnon processed by a chore-based fisheries business, 

except salmon for w h i c h  the tax ia due under (1) of this subsection, 

and all other fisheries resources p ro cessed by a shore-baaed fisheries 

business - three percent:

(3) fisheries resources processed b y  a floating fisheries 

Iniainesa - five percent.

* Sec. 2. AS 43.75 is a m e nd ed  by ad ding n e w  sections to read:

• Sec. 43.75.032. FISHERIES BU SINESS T A X  CREDIT, (a) A  fisheries 

business is entitled to a credit of not nore than 50 percent o f  the 

business tax liability un de r AS 4 3. 75.015 fo r capital expenditures 

ma d e during the tax ye ar  that increase product diversity, increase 

p ro du ct io n efficiency and capacity, or improve product quality at a 

shore-baaed fisheries business facility in the state if on a pp lication 

for the credit is approved by the department. A tax credit taken 

u n d e r  thin section in a single tax year n a v  not exceed 61,000,000,

-7- C5HB 5 8 (Fin)
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( b )  A  f i s h e r i e s  b u s i n e s s  n a y  c l a i m  s  c r e d i t  u n d e r  ( a )  o f  t h i s  
s e c t i o n  f o r  a  maximum p e r i o d  o f  f i v e  c o n s e c u t iv e  y e a r s .  A n  a p p l i c a n t  
f o r  t h e  c r e d i t  n a y  e l e c t  t o  b e g i n  t h e  f i v e - y e a r  p e r i o d  w it h  a n y  ta x  

y e a r  f r o n  19 8 5  t h r o u g h  1 9 8 9 .
( c )  T h e  p o r t i o n  o f  a  c a p i t a l  e x p e n d i t u r e  t h a t  e x c e e d s  t h e  a m ount

e l i g i b l e  f o r  a c r e d i t  u n d e r  ( a )  o f  t h i s  s e c t i o n  d u r i n g  a s i n g l e  t a x«*
j 'ear  may n e t  b e  c a r r ie d  b a c k  t o  a  p r i o r  t a x a b l e  y e a r  b u t  m y  b e  
c la im e d  as a  c r e d i t  u n d e r  ( a )  o f  t h i s  s e c t i o n  f o r  a  s u b s e q u e n t  ta x  
y e a r  w i t h i n  t h e  f i v e - y e a r  p e r i o d  e l e c t e d  u n d e r  ( b )  o f  t h i s  s e c t i o n .  
T a x  c r e d i t s  n a y  n o t  b e  a p p r o v e d  f o r  m ore t h a n  10 0  p e r c e n t  o f  a c a p i t a l  

e x p e n d i t u r e .
(d) T h e  d e p a r t m e n t  n a y  n o t  a p p r o v e  a t a x  c r e d i t  u n d o r  (a) of 

this s e c t i o n  i f  the p r o p e r t y  f o r  w h i c h  the c a p i t a l  e x p e n d i t u r e  w a s  

m a d e  was t h e  s u b j e c t  o f  a p r e v i o u s  c a p i t a l  e x p e n d i t u r e  b y  a n o t h e r  

t a x p a y e r  f o r  w h o m  a c o r r e s p o n d i n g  t a x  c r e d i t  u n d e r  (a) o f this s e c t i o n  

has b e e n  a p p r o v e d  o r  if the p r o p e r t y  w a s  3 o l d  o r  t r a n s f e r r e d  b e t w e e n  

f i s h e r i e s  b u s i n e s s e s  h a v i n g  s u b s t a n t i a l  c o m m o n  o w n e r s h i p .

<g ) T h e  d e p a r t m e n t  s h a l l  a d o p t  r e g u l a t i o n s  p r o v i d i n g  foi* t h e  
a p p l i c a t i o n  f o r  a  c r e d i t  u n d e r  ( a )  o f  t h i s  s e c t i o n  a n d  f o r  t h e  r e v ie w  
a n d  a p p r o v a l  or  d i o a p p r o v a l  o f  an  a p p l i c a t i o n .

( f )  T h e  d e p a r t m e n t  s h a l l  a p p r o v e  o r  d is a p p r o v e  a n  a p p l i c a t i o n  
f o r  a c r e d i t  u n d e r  t h i s  s e c t i o n  n o t  l a t e r  t h a n  60 d ay s  a f t e r  r e c e i v i n g  
t h e  a p p l i c a t i o n .

See. 4 3 .7 5 .0 3 4 .  TAX C R E D I T  R E P O R T .  R o t  l A t e r  t h a n  t h e  6 0 t h  

l e g i s l a t i v e  d a y  o f  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s io n  t h e  D e p a r t m e n t  o f  
R e v e n u e ,  i n  c o n j u n c t i o n  w it h  t h e  D e p a r t m e n t  o f  Commerce a n d  E c o n o m ic  
D e v e lo p m e n t ,  s h a l l  s u b m it  to  t h e  l e g i s l a t u r e  a r e p o r t  on t h e  f i s h e r i e s  
b u s i n e s s  t a x  c r e d i t  program  u n d e r  AG 4 3 . 7 5 . 0 3 2 .  T h e  r e p o r t  s h a l l  

d e s c r i b e  t h e  e x p e n d i t u r e s  f o r  w h ic h  n  c r e d i t  w& 3  c l a i m e d  d u r i n g  t h e  
C S H B  5 8 ( F i n )
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p r e v io u s  t a x  y e a r  a n d , i f  p o s s ib l e ,  t h e  in c r e a s e  i n  e m p lo y m e n t and 

p r o c e s s in g  c a p a c i t y  b y  t h e  f i s h e r i e s  b u s in e s s e s  f o r  whom th e  c r e d i t  

w as a p p r o v e d .  R e p o r t in g  u n d e r  t h i s  s e c t i o n  s h a l l  b e g in  w i t h  th e  f i r s t  

r e g u la r  s e s s io n  o f  th e  F i f t e e n t h  A la s k a  L e g i s l a t u r e .

S e c . 4 3 .7 5 .0 3 6 .  PF.CAPTURE. I f  a t a x p a y e r  3 e l l s ,  d is p o s e s  o f ,  0 7  

o th e r w is e  c e a s e s  t o  u s e  p r o p e r t y  f o r  w h ic h  a c r e d i t  w as a l lo w e d  u n d e i 

AS 4 3 .7 5 .0 3 2  a t  a n y  t i n e  w i t h i n  f o u r  y e a r s  a f t e r  t h e  d a te  t h e  p r o p e r t ;  

w as p la c e d  i n  s e r v i c e ,  t h e  t a x  im p o s e d  f o r  th e  t a x a b le  y e a r  unde: 

AS 4 3 .7 5 .0 1 5  i s  in c r e a s e d  b y  ~:hc a p p l i c a b le  p e r c e n ta g e  o f  t h e  f u l  

a m o u n t ta k e n  a s  n c r e d i t  u n d e r  AS 4 3 .7 5 .0 3 2  a c c o r d in g  t o  t h e  f o i l o v i n  

t a b l e :

Y e a rs  P r o p e r t y  P la c e d  A p p l i c a b le

i n  S e r v ic e  P e rc e n ta g e

0 - 1 100

1 - 2  75

2 - 3  50

3 - 4  75

*  S e c . 3 .  AS 4 3 .7 5 .1 3 0  i s  am ended b y  a d d in g  a new  s u b s e c t io n  t o  r e a d :

( b )  F o r  p u rp o s e s  o f  t h i s  s e c t i o n ,  t n x  re v e n u e  c o l l e c t e d  und« 

AS 4 3 .7 5 .0 1 5  f r o m  tt p e r r o n  e n t i t l e d  t o  a c r e d i t  u n d e r  AS 4 3 . 7 5 .0 '  

s h a l l  b e  c a l c u l a t e d  as i f  t h e  p e r s o n 's  ta > : h a d  b e e n  c o l l e c t e d  w i t h o i  

a p p ly in g  th e  c r e d i t .

*  S e e , 4 .  AS 4 3 .7 5 .1 4 0  i s  am ended b y  a d d in g  a new  p a r a g r a p h  t o  r e a d :

( 9 )  " c a p i t a l  e x p e n d i t u r e s "  i7 ic lu d c s  th e  p r i c e  p a id  f*  

e q u ip m e n t a n d  th e  c o s t  o f  im p ro v e m e n ts  made t o  d e p r e c ia b le  p r o p e r t  

b u t  d o e s  n o t  in c lu d e  e x p e n d i t u r e s  t h a t  e r e  d e d u c te d  e n t i r e l y  f  

f e d e r a l  in c o m e  t a x  p u rp o s e s  i n  th e  y e a r  i n  w h ic h  t h e y  a c c ru e d  o r  we 

p a id .

*  S e c . 5 .  AS 4 3 . 7 5 . 0 3 2 ,  4 3 . 7 5 . 0 3 4 ,  4 3 . 7 5 . 1 3 0 ( b ) ,  a n d  4 3 . 7 5 . 1 4 0 ( 9 )  a

- 3 -  CSHB 5 C ( F iu )
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S T A T E  OF A L A S K A  1985 L E G I S L A T I V E  S E S S I O N

F I S C A L  N O T E

Revision Date 4-30-85

58
REQUEST Q <

Bill/Resolution No: HB 
Title: Fisheries Business Tax Credit

Sponsor: Cato & Grussendorf___________
Requestor: Special Committee on Fish 
Date of Request: April 30. 1985______

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

Management__________________________________
BRU, Program of Subprogram(s) Affected:

Audit Division_____________________________
Audit Division ___  ____

EXPENDITURES/REVENUES: (Thousands of Dollars)

I J_ FY B5 1 FY 86 1 FY 87 1 FY 88 1 FY 89 1 FY 90

1 OPERATING I 1 1 1 1
| 100 PERSONAL SERVICES | -0- | -0- | -0- | -0- | -0- | -0-

| 200 TRAVEL | -0- | 2.0 | -0- | -0- | -0- | -0-

| 300 CONTRACTUAL 1 -0- [ 3.0 | -0- | -0- | -0- | -0-

| 400 SUPPLIES ! -0- | -0- | -0- ! -o- | -0- | -0-

| 500 EQUIPMENT j -0- | -0- | -0- | -0- | -0- | -0-

| 600 LANDS & STRUCTURES | -0- | -0- | -0- | -0- | -0- | -0-

| 700 GRANTS, CLAIMS | -0- | -0- | -0- | -0- | -0- | -0-

1 800 MISCELLANEOUS 1 -0- | -0- | -0- | -0- | -0- | -0-

1 TOTAL OPERATING 1 -0- | 5.0 | -0- | -0- | -0- ! -o-

1 CAPITAL 1 -0- | -0- | -0- | -0- | -0- | -0-

1 REVENUE 1 -0- | -0- | -0- | -0- | -0- | -0-

FUNDING: (Thousands of Dollars)
| GENERAL FUND | -0- | 5.0 | -0- | -0- | -0- | -0-

| FEDERAL FUNDS | -0- | -0- | -0- | -0- | -0- | -0-

| OTHER I -0- | -0- l -0- | -0- | -0- | -0-

1 TOTAL 1 -0- | 5.0 | -0- | -0- | -0- | -0-

POSITIONS:
| FULL-TIME I -0- | -0- | -0- | -0- | -0- | -0-

| PART-TIME ! -0- | -0- | -0- | -0- | -0- | -0-

1 TEMPORARY 1 -0- 1 -°- ! -0- | -0- | -0- | -0-

ANALYSIS: Please see attached.

Prepared By: Martin J. Richa 
Division: Audit D i v i s i o n ^

Approved by Commissioner:
Agency: Revenue

Distribution (by Agency preparing££rgcal note): 
Legislative Finance 
Legislative Sponsor 

Requestor

Phone: 465-2320
Date: April 30. 1985

Date

Of f ic e  of M a n a g e m e n t  and B u d g e t

I m p a c t e d  Agency(ies)



An a l y s i s  for HB 58

Travel $2.1) - Passage of HB 58 will require the Audit Division to 
draft regulations and conduct public hearings throughout the state. Our 
fare and per diem costs are estimated at $2,000 for travel to Ketchikan, 
Anchorage and Kodiak by one Audit Division employee.

Contractual Services $3.0 - Conducting public hearing requires the 
presence of a court reporter, and advertising in statewide newspapers.
In addition, the bill will make it necessary for the Department to revise 
its tax forms to request additional information from processors, and 
prepare annual reports to the legislature. Programming and forms design 

costs are included in this request.



S TATE OF A L A S K A  1905 LE G I S L A TI V E  S E S S I ON

FISCAL NOTE

Revision Date

REQUEST
Bill/Resolution No: CSHB 58 (Fin) 
Title: Relating to the Fisheries

Business Tax ________ ____________
Sponsor: House Finance Committee 
Requestor: House Rules Committee 
Date of Request: April 30, 1985

FISCAL DETAIL

Agency Affected: Revenue
Program Category Affected:_

BRU, Program of Subprogram(s) Affected:

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 OPERATING

I FY 85 1 FY 86 1 FY 87 1 FY 88 I FY 89 I FY 90

T T 1 ~ T I I
1 100 PERSONAL SERVICES 1 1 - 1 - 1 1 - 1
I 200 TRAVEL 1 - 1 - 1 - 1 - 1 - 1 -
I 300 CONTRACTUAL 1 - 1 - i - I - 1 - 1 -

400 SUPPLIES 1 - 1 - 1 - 1 - 1 - 1 -
500 EQUIPMENT 1 - 1 - 1 - 1 - 1 - 1 -
600 LANDS & STRUCTURES 1 - 1 - i - I - 1 - 1 -
700 GRANTS, CLAIMS 1 - i - I 1 - 1 - 1 -
800 MISCELLANEOUS 1 1 - 1 -

i
1 1 - 1 -

TOTAL OPERATING 1 - I - 1 - 1 - 1 - 1 -

I CAPITAL | - i - i - 1 1 - 1

I REVENUE | 

FUNDING: (Thousands of Dollars)

- 1(7000.0)1 - 1 - 1 - 1

GENERAL FUND 
FEDERAL FUNDS 

OTHER 
TOTAL

POSITIONS:
I FULL-TIME 
I PART-TIME 
I TEMPORARY

ANALYSIS: Attach a separate page for analysis.

Prepared By: Robert W.tEl 1 >f>tt_______
Division: Revenue - R^eflr/ch Sectiot

Approved by Cor 

Agency:
»sioner:

Phone:
Date:

465-2173
5/1/85

Date: S 7  fa

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

Requestor
Office of Management and Budget 
Impacted Agency(ies)



Analysis for CSHB 58 (Fin):

The above estimates are derived from the Revenue Sources March, 1985, 

projections for fisheries business taxes, and provide for tax credits 

beginning in tax year 1985. The estimates reflect the maximum revenue 

loss the State could experience if all shore-based fisheries business tax 

returns claimed a 50 percent tax credit after receiving prior approval 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 not shown beyond FY 86 since price/catch projections are 
unknown.

on



ALASKA FISHERIES BUSINESS LICENSE TAX 
HISTORICAL ANALYSIS 

1981 - 1983

1983 1982 1981

Shore-based 3.0% $ 9,905,000 $ 8,948,000 $ 9,656,000
Cannery 4.5% 2,765,000 8,357,000 5,984,000

Floating 5.0% 5,474,000 4,541,000 3,862,000

Shore-based Developing
Species 1.0% 238,000 280,000 192,000

Floating Developing
Species 3.0% 911.000 555.000 330.000

Total Fish Tax Collections $19.293.000 $22.681.000 $20.024.000



U P D A T I N G  AN D  D I V E R S I F I C A T I O N  O F  P R O C E S S I N G  P L A N T S

This is a list of equipment found in many shore based processing 
plants. This equipment was purchased to pi'oces crab and shrimp.
The list shows the type of equipment, value and use if the 

processor diversified into the bottom fish industry.

TYPE OF EQUIPMENT VALUE ACTION

(can it be 

used or not
1. Separator belts $5,000 each no

2. Tote dumper $1,700 each yes

3. Refrig/phosphate tank system $60,000 no

4. Shrimp cooker $20,000/year no

(leased)

5. Shaker $2,000/year
leased

no

6. Piching belt $5,000 each no

7. Ice Machine - 10 ton $30,000 yes

Leases are virtually long term fixed payments. Payments continue 
for several yeaRs whether you process or not.

B. CRAB PROCESSING EQUIPMENT

1. Boiler $70,000 no

2. Crab butchering station $3-8,000 no

3. Degillers $1-5,000 no

4. Automatic cookers $60,100,000 no

5. Cooling tank $3-10,000 maybe

6. Washing Line $3,000 yes

7. Brine freezing baskets 50 each $300 no

$15,000

8. Brine freezer $40,000 no



D I V E R S I F Y I N G  I N T O  T H E  B O T T O M  F I S H  I N DU S T R Y

Now let’s consider that a plant is making the determination that 

they will get into bottomfish, and make high quality fillets.

Since it is a low value fish the plant MUST produce a lot of 
product to make the gross income to support the venture. That is 
to say that, when the company was making 20-40C per pound on crab 

or shrimp, they only needed to produce around $2,000,000 pounds to 
make $400,000 which would make mortgage payments, interest, base 

payments, utilities etc. Now, with bottomfish they can only hope 

to make $2-3c per pound which means they must produce over 
13,300,000 pounds to make the same $400,000 to cover fixed costs. 
(This does not include the cost of new equipment)

In order to produce this much poundage they MUST AUTOMATE. They 
must cut down on labor since it is a very low value fish you could 
not pay workers enough to hand cut the fish. The plant also has to 

install more quality control equipment than it had before.

BOTTOMFISH EQUIPMENT

1. Wet fish pump $70,000

2. 30 ton/day ice machine $50-70,000

3. Refrig/ice storage house $10,000

4. Additional totes $37,000

5. High speed fillet line $400,000

6. Pin bone removal table $4,000

7. Freezer pans $10,000

8. Freezer shelves $35,000

9. Skinning machine $17,000

10. Blast freezers 

175,000-200,000 lbs/day $500,000 (at

11. Automatic glazer $18,000

12. Freezer bases, dollies $24,000

13. Candling table $3,000

TOTAL EQUIPMENT PRICE $1,243,500
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SHORE BASED FISHERIES BUSINESS

Taxpayers Processing 
Tax Liability Number of Taxpayers Developing Species

$1 - $5,000 155 100
$5,000 - $10,000 20 11
$10,000 - $25,000 15 16
$25,000 - $50,000

28 (217)
5

$50,000 - $100,000 5
$100,000 - $150,000 20 . 0
$150,000 - $250,000 22 1
Greater than $250,000

(87)
0

Capital Expenditure 
(e.g. $640,000 - Surimi pro-

Tax Liability (AS 43.75.015) 
(e.g. $40,000)

50% to State 
(subject to 
credit under 
HB 58) 

$20,000

50% to Muni 
(AS 43.75.130)

$20,000

x .25 = $160,000 
(Pourchot 
Amendment)

x .50 = $320,000

Tax Liability 
After Credit

N
Year 1 0
Year 2 0
Year 3 0
Year 4 0
Year 5 0

\

x 1.00 = $640,000 
(CSHB 58 [Fish])

0
0
0
0
0

0
0
0
0
0



■

SHORE BASED FISHERIES BUSINESS 
(Example //2)

Capital Expenditure 
(e.g. $100,000 - 

freezer space expansion)

Tax Liability (AS 43.75.015) 
(e.g. $40,000)

50% to State 
(subject to 
credit under 
HB 58) 

$20,000

50% to Muni 
(AS 43.75.130)

$20,000

x .25 = $ 2 5 0 0 0  

(Pourchot 
Amendment)

Tax Liability 

After Credit

Year 1 
Year 2 
Year 
Year 
Year

3
4
5

N 
C

15.000
20.000 
20,000 
20,000

x .50 = $50,000

N 
0 
0

10,000
20,000
20,000

x 1.00 = $100,000 

(CSHB 58 [Fish])

0
0
0
0
0



MEMORANDUM State of Alaska
to : Greg Baker, Director

Office of Commercial Fisheries 
Development FILE NO:

DATE: April 16, 1985

TELEPHONE NO:

SUBJECT:

Development Specialist

Some typical examples of equipment and depreciable property that likely 
would qualify for tax credit under CSHB 58:

A moderate size plant in Sitka was able to freeze about 60,000 pounds of

troll salmon per day, but lacked adequate capacity to handle fish that 

were delivered in large volume over short periods, such as seine salmon, 

halibut and roe herring. The firm recently made two capital expenditures 

to increase capacity and efficiency, and improve product quality:

1. A self contained freezer van capable of freezing 30,000 pounds 
per day —  cost $100,000.

2. An expansion of existing freezer capacity that involved building 

an extension on the main plant, addition of a new compressor and

condenser, and racks for the product. This project provided

additional freezing capacity of about 70,000 pounds per day ~  
cost $210,000.

An existing processing plant in Kodiak, with adequate floor space, 

refrigeration, unloading pump and other basic facilities, acquires and 

installs equipment necessary to produce surimi from pollock. A complete 

line composed of new and some used equipment capable of producing about 

1.3 tons of finished product per day will cost about $640,000. The line 
generally will consist of:

Tote dump and washer

Filleting machine with roe extractor

Deboning machine

Three (3) sets of washing tanks.and rinsing screens

Refiner/Strainer
Screw press

Filler apparatus

Extension nozzle

Freezing frames and packing tables

A small/medium sized plant in Kodiak needed increased ice making and 

storage capacity to service the vessels that are delivered to that facil­

ity. Using existing dock space and water and power service, the firm 

purchased a used 20 ton/day ice machine and refrigeration system, con­

structed a new building capable of storing about 65 tons of flake ice and 

put a new blower delivery system in place —  $312,000.

RER/me0087M
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Alaska j§faic Ôcgislai
c

Advisory Council Mcrbors 
Senator Kerttula, Chairman 
Senator Bennett 
Senator Fahrenkamp 
Senator Vic Fischer

SENATE ADVISORY COUNCIL

MEMORANDUM

Pouch V  
State Capitol 

Juneau, Alaska 99811 
Phone: (907) 465-3114

TO: Senator Fahrenkamp

Resources Committee

FROM: Pete Jeans t

P/-TE: February 7, 1984

RE: Review of Investment Tax Credits

Attached is a brief summary of the articles you asked me to review on 
investment tax credit.

I hove also included a summary of "State Development Programs: A 

Catalogue" that was prepared by the National Council for Urban Economic 
Development for:

1. National Governor's Association
2. Council of State Community Affairs Agencies
3. Council of State Planning Agencies

4. National Council for Urban Economic Development •

I hope this information will be helpful to the Committee.



STATE DEVELOPMENT PROGRAMS: A CATALOGUE 

National Council for Urban Economic Development

The most inefficient of all state development programs are tax
concessions. Each dollar of subsidy to the firm is also a dollar of 

revenue lost to state or local government. For a property tax exemption, 
it is typically the municipality that incurs the revenue loss. For an 
investment tax credit, it is the state. To these losses must be added the 

cost of administering the tax programs. Unlike revenue bonds and other 
incentives, the cost of tax subsidies is borne directly and solely by the 
government offering them.

A further limitation on state tax concessions is that there is little 
evidence that they have a significant impact on business investment or 
plant location decisions. There are several reasons for this. The Federal
tax structure allows companies a deduction for state and local taxes paid.
Because corporate income is subject to a marginal federal tax rate of 48 
percent, the amount of any subsidy due to tax concessions is essentially 
cut in half. A second factor limiting their effectiveness is that other 

costs of doing business are far larger and more important in the business 
location decision process. For example, many firms' labor costs are 20 
times the amount of their state and local tax payments. Thus, a 2 percent 
wage differential has as much impact upon a company's bottom line as a 40 
percent differential in the tax bill.

A third significant point is that many state tax concessions offer 

credits against tax liability for various activities. Obviously, this is 
relevant only if the firm has a tax liability, and many firms, particularly 
small and new firms, do not have a tax liability sufficient to take 

advantage of credits. In 1971, 90 percent of all firms had a Federal 
income tax liability under $10,000 and 49 percent had no Federal income tax 
liability at all.

More important that the absolute level of taxes is the amount of time, 
trouble and record keeping firms must go through to pay them. This is 

particularly true for small and new businesses. The recent actions of 
California and other states to eliminate or simplify the inventory tax 

indicates that some states are beginning to consider the effect of this 
inconvenience.



INVESTMENT TAX CREDIT: UNRESOLVED ISSUES 

Report to Congress by Treasury

One of the objectives of the investment tax credit legislation was to 

stimulate the U.S. economy when it was in a recession. It was assumed that 

an increase in the investment tax credit during a recession would promote 
economic activity and stimulate a recovery. In reviewing past studies, we 

found the following:

It takes 2 to 4 years for there to be a significant response in 
investment expenditures to a change in the tax credit. That is, an 
increase in the investment tax credit may generate a response during 
the recovery phase of the business cycle and thus accelerate the 
recovery rather than being a key factor in ending the recession.'

A large portion of the tax credit goes to reward investment that would 
have been made whether or not there was a tax credit.

In assessing the desirability of the investment tax credit as an 

incentive for business investment, a number of other alternatives should be 
considered. In our view, a full analysis should include at least the 

following options as alternatives to the investment tax credit: (1) A
program of direct investment subsidies to businesses in the form of direct 
payments, loans, or loan guarantees; (2) a general cut in the corporation 
income tax; and (3) a more generous depreciation allowance for business.



STATE TAXATION AND ECONOMIC DEVELOPMENT 

Robert J. Vaughan 

Council of State Planning Agencies 1979

Taxes are only one factor among many —  and a relative minor one —  

that affect state economic development. The quality of the local labor 

force, transportation facilities, energy prices, and population growth all 
contribute to shaping local development.

An economic development strategy must aim at attracting skilled 
workers as well as factories. Concentrating on industrial parks and 

business tax incentives at the expense of residential amenities will meet 
with only limited success.

An economic development strategy must focus on the overall economic 
climate, and not waste resources on special incentives for a few favored 

firms. It must encompass a broad range of policies, including training 
programs, infrastructure development, and capital mobility as well as a 
balanced tax structure.

The primary purpose of taxes is to raise revenues to pay for local 

services. This must be achieved with as little disruption as possible to 
businesses and households, as fairly as possible, and at the lowest possi­
ble administrative cost.

There is a popular myth that a reduction in the level of state busi­
ness taxes will produce a flood of new development. The truth is very 

different. The level of business taxes has very little impact on the local 
growth rate or on the interstate location decision of firms.

Efficiency:

- The overall burden of taxes should reflect local preferences for
public services.

The tax structure should not lead to undesirable actions by taxpayers
such as firm and household relocation.

Equity:

The greater a taxpayer's resources, the greater the tax burden (verti­
cal equity).

Taxpayers with similar resources should pay similar tax burdens, all 
other things being equal (horizontal equity).

The tax burden for taxpayers with similar resources should be related 
to the value of public services received.



- The tax revenue should be predictable. ' -

The tax revenue should grow secularly with the local demand for public
services and the level of economic ac tiv ity .

The tax revenue should be cyclically stab iliz ing .

A direct result of the belief that business taxes really matter has 
been the pro liferation of special tax incentives designed by states and 
loca lities to attract new businesses and to encourage expansion and new., 
investment among existing firms.

However, the clear conclusion is that, for the most part, firms are 
rewarded for doing what they would have done even in the absence of the 
incentive.

When the state abates or exempts local taxes to induce a firm to move 
in , the net benefits may well become negative.

Development efforts must focus upon the overall economic climate, not 
upon expensive incentives to a few firms.

A d m i n i s t r a t i v e  Ease:

T h e  t a x s h o u l d  be si m p l e  to collect and enforce.



A L A T r \ MINERAL TAXATION: SUMMARY REPORT

\vhitney & Whitney, Inc.

Summary of Results

The study provides two very positive conclusions.

1) O n  the basis of these models, Alaska's mineral tax structure is average compared
. with the eleven other stater, and provides a relatively attractive tax environment

°r: ’ • for mining. ' ' . ’ ’ " '

2) Alaska's tax structure is progressive as it is based on net proceeds taxes. Taxes 
 ...‘''•••are therefore proportional to income levels. This is a. positive and important

aspect of mineral industry taxation because mines subject to gross proceeds taxes, 
which do not decline proportionately with income, shut down sooner in times of 
adverse economic condilipns." ’. . . .

These conclusions, however, are not unqualified. The study notes that some of the assump­
tions used in the mine modeling, while holding true when making comparisons'between 
"lower 48" states, are not completely valid for Alaska. Cost differentials between Alaska 
and other states impact Alaskan mines as follows:

*•’ 1) Exploration and development costs are higher.

* 2) Capital costs are higher.- •*' • !* " " ’• • ' “ ’• “

‘• •3) Operating costs’are higher.‘ r' - * " ..■••• • •
* > • “* .1. •*

4) Infrastructure investment can be a major cost.

The fourth point may represent the most significant qualification in this tax comparison. 
The study models do not include investment costs for infrastructure as that is often a minor 
component of mine development in other states. However, in Alaska, depending upon 
locale, it can be the largest cost in bringing a mine to the production phase.

Conclusion

The present Alaska mineral taxation structure will provide tax revenues comparable to those 
generated in states with viable mining industries. However, the cost differential between 
doing business in Alaska versus other states is an additional and presently unavoidable bur­
den. Increasing tax rates or altering the tax structure may severely impact the ability of the 
mining industry to do business in Alaska.

2
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STATEMENT OF ROBERT EISNER, PROFESSOR OF ECONOMICS 

NORTHWESTERN UNIVERSITY

The investment tax credit constitutes the second largest "tax expendi­
ture" in President Carter’s budget for 1980, coming to some $18.46 billion, 

of which $15.37 billion is for corporations and $3.00 billion is for 
noncorporate business.

Despite its now substantial history, the effects of the investment 
credit iff stimulating business expenditures for equipment must properly 

remain in question. While business welcomes the tax reduction it appears 
to entail, queries as to its effect in stimulating investment draw over­
whelming negative responses. In cost cases, we are told, firms buy little 
or no additional equipment as a consequence of the tax credit.

Capital-intensive firms will be aided at the expense of la­
bor-intensive firms. Since large firms tend generally to be more capi­
tal-intensive, the investment tax credit will hence tend to aid them at the 
expense of smaller firms. And while the introduction of more machinery may 

tend to make labor more productive —  if the machinery itself is really 

productive and not merely purchased for the tax advantage —  the substi­

tution of capital for labor will tend to decrease the demand for labor, 
particularly less skilled labor where unemployment is highest, while 
offering more income to the owners of capital as a consequence of the tax 
advantages.

If continuation of the investment tax credit is considered necessary 
in the interest o.f "business confidence," we may reflect upon results of a 
survey by the conference board of 400 chief executives of major companies 

about 1 year ago. These top-level business leaders were reported to favor 
strongly a cut in the corporate tax rather than other tax relief measures. 
And specifically, the cut in corporate tax rates was widely preferred to a 
boost in the investment tax credit.



THE INVESTMENT TAX CREDIT; AN EARLY TRY 

AT "SUPPLY-SIDE" ECONOMICS 

Walter Heller, Chairman of the Council of Economic Advisors 

(Article from "Dun’s Review")

Walter Heller, Chairman of the Council of Economic Advisers under 

President John Kennedy, is thinking back specifically to the early 1960's 

when he and a task force of other leading economists devised the nation's 

first investment tax credit as a way of stimulating capital spending by 
American business.

To give business a lift, the experts decided there were two viable 
alternatives on the supply side of the economy. One was a policy of 

accelerated depreciation which would have been an aid to all business, old 
and new.

The other, which the task force eventually decided on, was a more 
specific way of spurring new capital spending: the 7% investment tax 
credit.

Even today, opinions differ as to how effective the investment credit 
was as an incentive, but the task force member generally think it did the 

job it was intended to do.

Today, say Heller, the credit, which had such a hard time winning 
acceptance originally, is "absolutely firmly imbedded" in the tax structure 
of the land.



TAX INCENTIVES AS A DEVICE FOR IMPLEMENTING GOVERNMENT POLICY:A COMPARISON WITH DIRECT GOVERNMENT EXPENDITURES Stanley S. Surrey (Article from Harvard Law Review)

The tax code contains a great number of special provisions which provide credits, deductions and other tax advantages intended to achieve non-tax goals considered desirable by Congress. In fiscal 1968, these provisions represented tax expenditures of over 45 billion dollars. Professor Surrey argues that the tax incentive is generally inferior to the direct subsidy as a means of achieving social goals: that incentives are usually less equitable, since they benefit persons in high tax brackets most, and more difficult to develop and administer, since they are handled by tax committees and administrative agencies which have little expertise in non-tax social policy. He suggests a strong presumption against their use.
What is the balance sheet regarding these two methods of government assistance, direct expenditures and tax incentives? I conclude from the above observations that, as a generalization, the burden of proof should rest heavily on those proposing the use of the tax incentive method. In any particular situation — certainly any new situation — the first approach should be to explore the various direct expenditure alternatives. Once the most desirable of these alternatives is determined. If one still wishes to consider the tax incentive method for the same substantive program, the question must be what clear advantages can be obtained by using the tax method. Again, as a generalization, I think it unlikely that clear advantages in the tax incentive method will be found.



TAX EXEMPTIONS 1982: EXECUTIVE SUMMARY John Spellman, Governor Washington S*ate Department of Revenue

Tax exemptions are made available for a variety of reasons believed to be in the public interest. While only positive results may be intended, the actual effectiveness of exemptions and their effect on the state tax system cannot be ignored, especially in light of citizens' calls for increased fiscal responsibility in the formation of public policy.
The effectiveness of many tax exemptions is difficult to determine, largely due to (1) the lack of clear legislative intent against which to evaluate effectiveness and (2) the lack of data with which to measure - effectiveness. The changing economic environment in which exemptions operate often requires that these evaluations be subjective. It is impos­sible to predict with great certainty what would have happened in the absence of any particular exemption.
Many of the business exemptions were those designed to stimulate economic development. Regional economic development is stimulated by a variety of factors including infrastructure, labor force characteristics, potential markets and availability of raw materials. Due to the diversity and interrelatedness of these factors it was not possible to isolate the impact of the tax exemptions on economic development in the majority of cases.
Tax exemptions have resulted in tax shifting, tax reductions and erosion of the tax base, all of which have been viewed as partly responsi­ble for the existing fiscal condition of the state and the need for recent tax rate increases. While the impact of exemptions on revenue collections and on the design of the tax system are extensive, the vast majority of exemptions include no statement of legislative intent, nor provisions for termination. Statements of legislative intent are a first step in enacting tax exemptions in a fiscally responsible manner.



ANALYSIS OF PROPOSALS FOR DEPRECIATION AND INVESTMENT
TAX CREDIT REVISIONS 

J o in t  Committee on T axa t ion

The most common view among economists is that tax incentives work to increase business investment. The main area of controversy concerns measuring how responsive is business investment to changes in tax incen­tives.

Investment Tax Credit: United States
For most kinds of tangible personal property, taxpayers may claim an investment tax credit (ITC) in addition to their depreciation deductions. The ITC is generally 10 percent of the cost of the asset, but this rate isreduced to 3 1/3 percent for assets depreciated over a 3 or 4 year life of6 2/3 percent for assets depreciated over a 5 or 6 year life. The ITC alsoapplies to costs of rehabilitating old industrial and commercial buildings.

West Germany
No investment tax credit is provided.

Japan
A tax credit of 10 percent of the purchase price of certain assets, up to 20 percent of total corporate tax liability, is allowed for purchases in certain industries. A special tax credit is allowed for any corporation w?hich increases its research and experimental expenses or training costs of programmers and systems engineers for electronic computers. This tax credit cannot exceed 10 percent of the corporation tax.

France
No investment tax credit is allowed, but special depreciation allow­ances are granted in certain cases where investments are considered partic­ularly fruitful to the French economy. Among these are:
Special accelerated first-year depreciation of 50 percent of the cost of buildings used for technological or scientific research is allowed.
An exceptional write-off during the year of completion is permitted for 25 percent of the cost of buildings erected for industrial and commercial purposes.



United Kingdom

Development area grants of 20 percent to 22 percent of the capital expenditure on machinery and plant are available for certain expenditures. These grants do not reduce a taxpayer’s basis for depreciation purposesi ' In designated "enterprise zones," 100 percent first year depreciation is alloved for industrial and commercial buildings.
Canada

Canada provides an investment tax credit of 5 percent of the cost of certain buildings, machinery, and equipment if such assets are to be used in manufacturing, processing, or other specified activities. This credit reduces basis cost for tax depreciation purposes. The amount of this „ credit allowable may not exceed the r:um of $15,000 plus one-half of the amount by which the Federal income tax otherwise payable exceeds $15,000.



BILL SHEFFIELD, GOVERNOR

D E P A R T M E N T  O F  R E V E M E P O U C H S

J U N E A U ,  A L A S K A  9 9 8 1 1  

P H O N E :  1 9 0 7 )  4 6 5 - 2 3 0 0

OFFICE OF THE COMMISSIONER

March 19, 1985

The Honorable A1 Adams Y
Chairman —  ■ \
House Finance Committee 

Alaska State Legislature 

Pouch V

Juneau, AK 99811

Re: HB 58

Finance Committee Request

Dear Representative Adams:

During the recent Finance Committee hearing of HB 58, you requested 

statistics which reflect the number of out-of-state fisheries businesses 
paying the raw fish tax.

Our records indicate that of the 502 licensed fisheries businesses in 

this state, 217 are filing with out-of-state addresses. These 217 were 

assessed a total of $15.44 million in fisheries business tax for the 1983 

tax year. This represents approximately 88% of the total tax assessed 
for the 1983 tax year.

If we can be of further assistance please contact Martin Richard, 
Director of Audit at 465-2320.

0 4 - D 2 L H



■f S t a t e  o f  A l a s k a

MEMBER

-  PINANCE COMMITTEE 
SPECIAL COMMITTEE ON FISHERIES

POUCH V 
JUNEAU. ALASKA 09811 

(907| 465 4737

PO DOX 1065 
OETHEL. ALASKA 99559 

(907) 543-2922

R e p r e s e n t a t i v e  J o h n e  B i n k l e y

April 16, 1985

M E M O R A N D U M  

To: Finance Committee

Fror Representative Johne

RE: H B  58 Finance Sub-committee

T h e  H B  58 Finance Sub-committee met twice to discuss proposals 

for a committee substitute. Testimony was received from Representative 

Cato, Rick Lauber of the Pacific Seafood Pocessor's Association, and 

Bob Anderson of the Chugiak Fisheries Co mp an y. Four proposals to 

the bill were discussed:

(1) Limiting the fisheries business tax credit to 50 percent of the

business' tax liability with a $1 million cap in a single tax year.

(2) T h e  tax credit shall not exceed 25 percent of the capital 

expenditure.

(3) Provide for recapture where the state m a y  recover a portion 

of the credit if the investment for which the credit is ma de is taken out 

of service, sold or otherwise disposed of within certain time frames.

(4) Spreading the tax loss for the tax credits between the state 

and local municipalities which receive tax revenues under A S  43.75.

T h e  prime sponsor agreed to the first and third proposals which 

are included in the attached committee substitute. Representative 

Pourchot indicated that he m a y  present an a m e n d m e n t  in Finance that

would restrict the percentage of a capital expenditure for tax credit to

no more than 25 percent.



House Finance Committee 

H B  58

April 16, 1985 
Page T w o

Section *. Changes shore based cannery to shore based fisheries 
business.

Section 2. Provides for a limit of 50% credit of the tax liability for 

only those capital expenditures that will increase product diversity, 

increase production efficiency and capacity, or improves product 

quality. A  $1 million cap in a single year is the m a x i m u m  credit 

allowable. Five consecutive years is the m a x i m u m  time allowable for 

claiming a tax credit beginning in any year between 1985 to 1989. 100%

of the capital expenditure can be approved for the tax credit. This 

section also restricts from claiming as a tax credit, those capital items 

that were the subject of a previous tax credit by the previous owner or 

property sold or transferred between businesses having substantial 

c o m m o n  ownership. A  tax report to the legislature by the Department 

of Revenue of tax credits claimed and increases in employment b y  those 
claiming credits is also required in this section. This section includes 

a recapture clause that increases the tax liability w h e n  property claimed 

for a tax credit has been sold, disposed or otherwise ceased to be 
used.

Section 3. Provides for the calculation of tax revenue from a 

person as if the tax has been collected without applying the credit. 

This provides for the m a x i m u m  participation of local municipalities to 

reduce their tax revenue loss from the applied tax credits.

Section 4. Provides for a definition of capital expenditures.
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W O R K  D k A F T W O R K  D R A F T W O R K  D R A F T

M o e n
4 / 1 7 / 8 5  '

O r i g i n a l  sponsors: Cato, G r u s s e n d o r f
a n d  T h o m p s o n

IN T H E  H O U S E  B Y  T H E  F I N A N C E  C O M M I T T E E

CS F O R  H O U S E  B I L L  NO. 58 (Finance)

IN 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  

F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

A  B I L L

F o r  an A c t  e n t i t l e d :  " A n  A c t  r e l a t i n g  to the f i s h e r i e s  b u s i n e s s  t a x . "

B E  IT E N A C T E D  BY  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 :

* S e c t i o n  1. A S  4 3 . 7 5 . 0 1 5 ( a )  is a m e n d e d  to read:

(a) A  p e r s o n  e n g a g e d  in a f i s h e r i e s  b u s i n e s s  is l i a b l e  f o r  and 

s hall p a y  the t a x  l e v i e d  b y  this s e c t i o n  o n  the v a l u e  o f  e a c h  of the 

f o l l o w i n g  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  d u r i n g  the y e a r  at the rate 

set out a f t e r  each:

(1) s a l m o n  c a n n e d  at a s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s  

[CANNERY] - f o u r  a n d  o n e - h a l f  p e r c e n t ;

(2) s a l m o n  p r o c e s s e d  b y  a s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s ,  

e x c e p t  s a l m o n  f o r  w h i c h  the t a x  is due u n d e r  (1) of th i s  subse c t i o n ,  

a n d  all o t h e r  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  b y  a s h o r e - b a s e d  f i s h e r i e s  

b u s i n e s s  - t h ree p e r c e n t ;

(3) f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  b y  a f l o a t i n g  f i s h e r i e s  

b u s i n e s s  - fi v e  p e r c e n t .

* Sec. 2. A S  A 3 . 7 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

Sec. A 3 . 7 5 . 0 3 2 .  F I S H E R I E S  B U S I N E S S  T A X  CRED I T .  (a) A  f i s h e r i e s  

b u s i n e s s  is e n t i t l e d  to a c r e d i t  of n o t  m o r e  t h a n  50 p e r c e n t  of the 

b u s i n e s s  tax l i a b i l i t y  u n d e r  A S  A 3 . 7 5 . 0 1 5  f o r  c a p i t a l  e x p e n d i t u r e s  

m a d e  d u r i n g  the t a x  y e a r  that i n c r e a s e  p r o d u c t  d i v e r s i t y ,  i n c r e a s e  

p r o d u c t i o n  e f f i c i e n c y  a n d  c a p a c i t y ,  or i m p r o v e  p r o d u c t  q u a l i t y  at a 

s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s  f a c i l i t y  in the s t a t e  if an  a p p l i c a t i o n  

for the c r e d i t  is a p p r o v e d  b y  the d e p a r t m e n t .  A  t a x  c r e d i t  taken

u n d e r  this s e c t i o n  in a s i n g l e  t a x  y e a r  m a y  n o t  e x c e e d  $ 1 , 0 0 0 , 0 0 0 .
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(b) A f i s h e r i e s  b u s i n e s s  may c l a i m  a c r e d i t  u n d e r  (a) o f  t h i s  

s e c t i o n  f o r  a max imum p e r i o d  o f  f i v e  c o n s e c u t i v e  y e a r s .  An a p p l i c a n t  

f o r  t h e  c r e d i t  may e l e c t  t o  b e g i n  t h e  f i v e - y e a r  p e r i o d  w i t h  a n y  t a x  

y e a r  f r om  1985 t h r o u g h  1989.

(c) T he  p o r t i o n  o f  a c a p i t a l  e x p e n d i t u r e  t h a t  e x c e e d s  t h e  amoun t  

e l i g i b l e  f o r  a c r e d i t  u n d e r  (a) o f  t h i s  s e c t i o n  d u r i n g  a s i n g l e  t a x  

y e a r  may n o t  b e  c a r r i e d  "back t o  a p r i o r  t a x a b l e  y e a r  b u t  may be  

c l a i m e d  as a c r e d i t  u n d e r  (a) o f  t h i s  s e c t i o n  f o r  a s u b s e q u e n t  t a x  

y e a r  w i t h i n  t h e  f i v e - y e a r  p e r i o d  e l e c t e d  u n d e r  (b) o f  t h i s  s e c t i o n .  

T a x  c r e d i t s  may n o t  b e  a p p r o v e d  f o r  more  t h a n  100 p e r c e n t  o f  a c a p i t a l  

e x p e n d i t u r e .

(d) T he  d e p a r tm e n t  may n o t  a p p r o v e  a t a x  c r e d i t  u n d e r  (a) o f  

t h i s  s e c t i o n  i f  t h e  p r o p e r t y  f o r  w h i c h  t h e  c a p i t a l  e x p e n d i t u r e  was 

made was t h e  s u b j e c t  o f  a p r e v i o u s  c a p i t a l  e x p e n d i t u r e  b y  a n o t h e r  

t a x p a y e r  f o r  whom a c o r r e s p o n d i n g  t a x  c r e d i t  u n d e r  (a) o f  t h i s  s e c t i o n  

h a s  b e e n  a p p r o v e d  o r  i f  t h e  p r o p e r t y  was s o l d  o r  t r a n s f e r r e d  b e tw e e n  

f i s h e r i e s  b u s i n e s s e s  h a v i n g  s u b s t a n t i a l  common o w n e r s h i p .

(e) The d e p a r tm e n t  s h a l l  a d o p t  r e g u l a t i o n s  p r o v i d i n g  f o r  t h e  

a p p l i c a t i o n  f o r  a c r e d i t  u n d e r  (a) o f  t h i s  s e c t i o n  and  f o r  t h e  r e v i e w  

and  a p p r o v a l  o r  d i s a p p r o v a l  o f  a n  a p p l i c a t i o n .

( f )  T he  d e p a r tm e n t  s h a l l  a p p r o v e  o r  d i s a p p r o v e  a n  a p p l i c a t i o n  

f o r  a c r e d i t  u n d e r  t h i s  s e c t i o n  n o t  l a t e r  t h a n  60 days  a f t e r  r e c e i v i n g  

t h e  a p p l i c a t i o n .

S e c .  43.75.034. TAX CRED IT  REPORT. No t  l a t e r  t h a n  t h e  60th 

l e g i s l a t i v e  day o f  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  t h e  D e p a r tm e n t  o f  

R e v e n u e ,  i n  c o n j u n c t i o n  w i t h  t h e  D e p a r tm e n t  o f  Commerce and  E c o n om i c  

D e v e l o p m e n t ,  s h a l l  s u b m i t  t o  t h e  l e g i s l a t u r e  a r e p o r t  on  t h e  f i s h e r i e s  

o u s i n e s s  t a x  c r e d i t  p r o g r am  u n d e r  AS 43.75.032. The  r e p o r t  s h a l l  

d e s c r i b e  t h e  e x p e n d i t u r e s  f o r  w h i c h  a c r e d i t  was c l a i m e d  d u r i n g  t h e  

CSHB 58( F i n )  -2-
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previous tax year and, if possible, the increase in employment and 

proces s i n g  capacity b y  the fisheries businesses for w h o m  the credit 

was approved. Reporting under this section shall b e g i n  w i t h  the first 

regular  session of the F i f t e enth A l a s k a  Legislature.

Sec. 43.75.036. RECAPTURE. If a taxpayer sells, disposes of, or 

otherwise ceases to u s e  p roperty for w h i c h  a credit was allowed under 

AS 43.75.032 at any time w i t h i n  four years after the date the property 

was placed in service, the tax imposed for the taxable year under 

AS 43.75.015 is increased by the applicable percentage of the full 

amount taken as a credit under AS 43.75.032 according to the following 

table:

Years Property P l a c e d  Appli c a b l e

in Service Percentage

0 - 1  100

1 - 2  75

2 - 3  50

3 - 4  25

* Sec. 3. AS 43.75.130 is amended  b)r adding a n e w  subsection to read:

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

AS 43.75.015 from a p e r s o n  entitled  to a credit under  AS 43.75.032 

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

applying the credit.

* Sec. 4. AS 43.75.140 is amended b y  adding a n e w  paragraph to read:

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

equipment and the cost of improvements made to depreciable property, 

but does not include expenditures that are deducted entirely for 

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

paid.

* Sec. 5. AS 43.75.032, 43.75.034, 43.75.130(b), and 43.75.140(9) are

-3- CSHB 5 8 (Fin)
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LEGISLATIVE AFFAIRS A G E N C Y

M E M O R A N D U M  A p r i l  4, 1985

SUBJECT: F i s h e r i e s  b u s i n e s s  tax c r e d i t s  for
A l a s k a  r e s i d e n t s  o n l y  (CSHB 581

TO: R e p r e s e n t a t i v e  P a t  P o u r c h o t

FROM: R a n d a l l  J. M o e n
L e g i s l a t i v e  C o u n s e l  VS\P

Y o u  h a v e  a s k e d  w h e t h e r  it is c o n s t i t u t i o n a l l y  p e r m i s s i b l e  to 
limit the f i s h e r i e s  b u s i n e s s  tax c r e d i t  u n d e r  CSHB 58 to 
A l a s k a  r e s i d e n t s  only. In m y  o p i n i o n  this v i o l a t e s  Art. IV, 
sec. 2 ( p rivileges and i m m u n i t i e s  clause) and Art. I, sec. 8 
cl. 2 (comm e r c e  clause) of the U.S. C o n s t i t u t i o n .  I shall 
d i s c u s s  o n l y  A r t  IV, sec. 2.

U n d e r  C S H B  58 a p e r s o n  w h o  e n g a g e s  in a f i s h e r i e s  b u s i n e s s  
is e n t i t l e d  to a t a x  c r e d i t  for c a p i t a l  e x p e n d i t u r e s  m a d e  to 
a f i s h e r i e s  b u s i n e s s  facility. If the tax credit is a v a i l­
abl e  o n l y  to A l a s k a  res i d e n t s ,  n o n r e s i d e n t s  w o u l d  b e  
p e n a l i z e d  for p u r s u i n g  t h e i r  b a s i c  r i g h t  to e c o n o m i c  o p p o r­
tunity, o c c u p a t i o n  and l i v e l i h o o d  in a n o t h e r  state.

Th e  p r i v i l e g e s  and i m m u n i t i e s  c l a u s e  o f  Art. IV, sec. 2 of 
the U.S. C o n s t i t u t i o n  states: "The c i t i z e n s  o f  e a c h  state
s h all b e  e n t i t l e d  to all p r i v i l e g e s  a n d  i m m u n i t i e s  o f  c i t i­
zens in the s e v e r a l  s t a t e s . "  T h e  p r i v i l e g e s  a n d  i m m u n i t i e s  
c l a u s e  does n o t  p r e c l u d e  some d i s p a r i t y  o f  t r e a t m e n t  b e t w e e n  
r e s i d e n t s  a n d  n o n r e s i d e n t s .  S h e l e y  v. A l a s k a  B a r  A s s ' n , 62 
P . 2d 640 (1980). To b e  p r o t e c t e d  u n d e r  the p r i v i l e g e s  a n d  
i m m u n i t i e s  c l a u s e  the a c t i v i t y  m u s t  i n v o l v e  f u n d a m e n t a l  
r i g hts, that is those b a s i c  and e s s e n t i a l  a c t i v i t i e s ,  i n t e r­
fe r e n c e  w i t h  w h i c h  w o u l d  f r u s t r a t e  the p u r p o s e  o f  the f o r m a­
tio n  o f  the union. N o l l  v. A l a s k a  B a r  A s s ' n , 649 P . 2d 241 
(1982). The r i g h t  to p u r s u e  o n e ' s  l i v e l i h o o d  in a n o t h e r  
s t a t e  is a f u n d a m e n t a l  r i g h t  p r o t e c t e d  u n d e r  the p r i v i l e g e s  
a n d  i m m u n i t i e s  clause. H i c k l i n  v. O r d b e c k , 437 U.S. 518, 57 
L . E d  2d 397, 985 Ct. 2482 (1978). I n t e r f e r e n c e  w i t h  the 
r i g h t  to p u r s u e  e c o n o m i c  o p p o r t u n i t y  or l i v e l i h o o d  tampers 
w i t h  one of  the m a j o r  p u r p o s e s  o f  the f o r m a t i o n  of a union: 
to c r e a t e  a n a t i o n a l  e c o n o m i c  unit. S h e l y , supra.



R e p r e s e n t a t i v e  P a t  P o u r c h o t

A p r i l  4, 1 9 8 5

p a g e  2

If  a sta t u t e ,  w h i c h  d i s c r i m i n a t e s  a g a i n s t  n o n r e s i d e n t s  in 
r e g a r d  to a f u n d a m e n t a l  right, v i o l a t e s  the p r i v i l e g e s  and 
i m m u n i t i e s  clause, i n q u i r y  m u s t  b e  m a d e  into w h e t h e r  t h ere 
is a s u b s t a n t i a l  r e a s o n  for the d i s c r i m i n a t i o n  b e y o n d  the 
m e r e  f a c t  th a t  the n o n r e s i d e n t s  are n o t  r e s i d e n t s  a n d  
w h e t h e r  the d e g r e e  of  d i s c r i m i n a t i o n  b e a r s  a c l o s e  r e l a t i o n  
to su c h  r e a s o n .  S h e l y , supra.

A r t i c l e  IV, sec. 2 p r o h i b i t s  d i s c r i m i n a t i o n  a g a i n s t  n o n r e s i­
dent s  w h e r e  t h e r e  is n o  s u b s t a n t i a l  r e a s o n  for the 
d i s c r i m i n a t i o n  b e y o n d  m e r e  fact that th e y  a r e  c i t i z e n s  of 
o t h e r  states. T o o m e l  v. W i t s e l l ,  334 U.S. 385. 396, 68 
S.Ct. 1156, 1162, 92 L.Ed. 1460, 1471 (1948). No 
s u b s t a n t i a l  r e a s o n  w i l l  b e  f o u n d  a b s e n t  so m e  s h o w i n g  that 
n o n r e s i d e n t s  are a p e c u l i a r  s o u r c e  o f  the e v i l  w h i c h  the 
s t a t e ' s  a c t i o n  is m e a n t  to remedy. H i c k l i n ,  supra.

O n e  o f  t h e  m a j o r  r e a s o n s  f o r  the t a x  c r e d i t  u n d e r  C S H B  58 is 
to i n c r e a s e  e m p l o y m e n t  in Alaska. It is u n k n o w n  w h y  tax 
c r e d i t s  s h o u l d  o n l y  a p p l y  to r e s i d e n t  A l a s k a n s  e n g a g e d  in 
t h e  f i s h e r i e s  b u s i n e s s .  A  g o o d  a r g u m e n t  m i g h t  b e  m a d e  that 
l i m i t i n g  the t a x  c r e d i t  to o n l y  A l a s k a  r e s i d e n t s  w o u l d  r u n  
c o u n t e r  to r e s o l v i n g  u n e m p l o y m e n t  in Alaska. If the r e a s o n  
is to l i m i t  t h e  a b i l i t y  of  n o n r e s i d e n t s  to c o m p e t e  in A l a s k a  
b e c a u s e  t h e y  p o s e  a th r e a t  to A l a s k a  r e s i d e n t  b u s i n e s s  the 
s t a t e  w o u l d  h a v e  to c o n v i n c e  the c o u r t  that i n t e r s t a t e  c o m­
m e r c e  c o m p e t i t i o n  f r o m  n o n r e s i d e n t s  is a p e c u l i a r  sou r c e  of 
e v i l  to the s t a t e ' s  a c t i o n  is m e a n t  to remedy. H i c k l i n , 
supra. I n  H i c k l i n , supra, the s t a t e  w a s  u n a b l e  to c o n v i n c e  
the c o u r t  th a t  n o n r e s i d e n t s  w e r e  a p e c u l i a r  s o u r c e  o f  the 
e v i l  the s t a t e  w a s  t r y i n g  to remedy. T h e  e v i l  the s tate w a s  
t r y i n g  to r e m e d y  w a s  u n e m p l o y m e n t  a n d  it a d o p t e d  a p r e f e r e n­
tia l  h i r i n g  s t a t u t e  as its remedy. U s i n g  H i c k l i n , s u pra it 
is d i f f i c u l t  to b e l i e v e  the s tate c o u l d  c o n v i n c e  the court 
t h a t  n o n r e s i d e n t s  are a p e c u l i a r  s o u r c e  o f  the ev i l  the tax 
c r e d i t  f o r  A l a s k a n s  o n l y  s t a t u t e  is t r y i n g  to remedy, that 
is, t h r e a t s  to A l a s k a  b u s i n e s s  or u n e m p l o y m e n t .

B e c a u s e  n o n r e s i d e n t s  w o u l d  b e  p e n a l i z e d  for e x e r c i s i n g  b a s i c  
r i g h t s  o f  p u r s u i n g  e c o n o m i c  o p p o r t u n i t y  o c c u p a t i o n  a n d  l i v e­
li h o o d  a n d  b e c a u s e  t h e r e  is no s u b s t a n t i a l  j u s t i f i c a t i o n  to 
s u p p o r t  d i s c r i m i n a t i o n  a g a i n s t  n o n r e s i d e n t s  I c o n c l u d e  that 
t he p r i v i l e g e s  a n d  i m m u n i t i e s  c l a u s e  of Art. IV sec. 2 p r e­
v e n t s  g i v i n g  f i s h e r i e s  b u s i n e s s  tax c r e d i t s  to A l a s k a  r e s i­
dents  only.
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m m m .A g e n c y :

D a t e :  F e b r u a r y  1* . 1985 

D a t e :  2 /  V $ A

D i s t r i b u t i o n  ( b y  A g e n c y  p r e p a r i n g  f i s c a l  n o t e )
L e g i s l a t i v e  F i n a n c e ___
L e g i s l a t i v e  S p o n s o r  
R e q u e s t o r
O f f i c e  o f  M a n a g e m e n t  a n d  B u d g e t  
I m p a c t e d  A g e n c y ( i e s )



T r a v e l  $ 2.0 - P a s s a g e  of SB 11 wi l l  requ i r e the A u d i t  D i v i s i o n  to 

d r a f t  r eg u l a t i o n s  and c o n d u c t  public h ea r i n g s  t h r o u g h o u t  the state. Our 

far e and per d i e m  costs are e st imated at $2 , 0 0 0  for tr a v e l  to Ketchikan, 

A n c h o r a g e  and K o d i a k  by one A u d i t  D i v i s i o n  employee.

C o n t r a c t u a l  S e r v i c e s  $ 3.0 - C o n d u c t i n g  public h e a r i n g  re q u i r e s  the 

p r e s e n c e  of a c o u r t  reporter, and a d v e r t i s i n g  in s t a t e w i d e  newspapers.

In addition, the bill w i l l  m a k e  it n e c e s s a r y  for the D e p a r t m e n t  to revise 

its tax forms to r e q u e s t  a d d i t i o n a l i n f o r m a t i o n  f r o m  pr o c e s s o rs ,  and 

p r e p a r e  annual r e p o r t s  to the legislature. P r o g r a m m i n g  and forms design 
c osts are i n c l u d e d  in this request.

Analysis for CSHB 58



STATE OF  A L A S K A  1985 L E G I SLA TI VE  SESSION

FI SC A L  MOTE

Revision Date

REQUEST FISCAL DETAIL

Bill/Resolution No: CS for HB 58 Agency Affected: Revenue

Title: Relating to the Fisheries Program Category Affected:

Business Tax '

Sponsor: Cato and Grussendorf BRU, Program of Subprogram(s) Affected:
Requestor: House Resources Committee

Date of Request: February 11, 1985 ___________________________________________

EXPENDITURES/REVENUES: (Thousands of Dollars)

1 I FY 85 | FY 86 | FY 87 | FY 88 | FY 89 | FY 90

I OPERATING 1 | | 1

r 100 Pe r s o n a l  s e r v i c e s 1' - 1 - 1 - 1 - 1 - 1 •

200 TRAVEL i - 1 - 1 - 1 - 1 - 1 —

300 CONTRACTUAL 1 - 1 - 1 - 1 - 1 - 1 -

400 SUPPLIES 1 - ! - 1 - ! - 1 - 1 •

500 EQUIPMENT 1 - 1 - i - 1 - 1 - 1 -

I 600 LANDS & STRUCTURES 1 - 1 -  1 - 1 - 1 - 1 . .

700 GRANTS, CLAIMS 1 - 1 - i - 1 - 1 - 1 •

800 MISCELLANEOUS 1 - 1 - 1 - 1 - 1 - 1 -

TOTAL OPERATING "1 - 1 - 1 - 1 - 1 - 1 -

1 Ca p i t a l  i — 1 - 1 - 1 - 1 - 1 -

I REVENUE | 

FUNDING: (Thousands of Dollars)

I (7000.0) 1 (7TJ00.O) | - 1 - 1

I FEDERAL FUNDS | - | - | - |

I OTHER | - 1 - | - |
I TOTAL | - | - | - |

POSITIONS:

I FULL-TIME 

I PART-TIME 

I TEMPORARY

SOURCE OF FUNDS TO OFFSET FISCAL IMPACT OF BILL:

ANALYSIS: Attach a separate page for analysis.

Prepared By: _David Tonkovicl/ < Phone. 405-2173

Division: Research Section /] // . Date: 2/15/85

Approved by Ctjyniissioner:^ f )  ( a ^ A V  j/~ Q IA s jIjk A  Date: y j l

Distribution (by Agency preparing fiscal note): 

.Legislative Finance 

Legislative Sponsor 

Requestor

Office of Management and Budget 

Impacted Agency(ies)



FISCAL NOTE, HB 58 
Attachment

Analysis for HB 58:

The above estimates are derived from the Revenue Sources January, 1985, 

projections for fisheries business taxes, and provide for tax credits 

effective in FY 86. The estimates reflect the maximum revenue loss the 

State would experience if all shore-based fisheries business tax returns 

applied for a 50 percent tax 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 87 and not shown beyond since price/catch 
projections are unknown.



SB II and HB 58: "An Act relating to the fisheries business tax."

•-.I"'*
The Department of Commerce and Economic Development has reviewed both the 

.Senate (SB 11) and House (HB 58) versions o f ’proposed amendments to r-'j : $ y ;.sA

■ i AS 43.75.015-130, which would entitle a fisheries business to a credit of pv/p:-’ 

./not more than 50 percent of the business tax liability under AS 43.75.015 t p  

/for capital expenditures. As amended in the House Special Committee on 

/ /'Fisheries, CSHB 58 would require that to be eligible, capital expenditures

would need to increase product diversity, promote production efficiency 

and capacity, or improve product quality as defined by the commissioner of

,-#%jthe Department of Commerce and Economic Development. • • •; :'•
; _ V : . ■ , ; , rs ’
i v . f . J - *  • • . - t i r  • • . . i. •

ij/^'The department supports the Fisheries Business Tax Credit

; pressed in CSHB 58. The amendments by the House Special „ ..... . ... - ri.-.:

Fisheries to HB 58 provide a more concise definition of eligible capital 

- expenditures to encourage investments in production facilities for ground- . 

fish, equipment necessary to meet quality control guidelines, engage in 

the manufacture of value-added products, and improve production facilities.

We would recommend that those same amendments be made to SB 11. . . p .

Alaska's seafood industry has a significant impact on the economy of 

Alaska. It is the State's largest private sector employer, providing on a .... 

monthly average some 15,000 jobs with peak employment as high as 45,000. ; .

Every 100 jobs in the processing sector induces 28 jobs in other sectors 
of the economy, while every $100 of new processing sector earnings stimu­

lates an additional $84 in the economy. Although the problem of "leakage" 
is often cited as a problem, the tax credit concept is designed to encour- 

age the kinds of investments (i.e., value added processing) that will lead • 
to its reduction. / ® : f .

* 4,1
i*. •••» * i:

• M■ • j
. ii'Sjl*’.

Both the private sector and State are facing any number of opportunities ::V

and challenges as we work to stimulate growth and diversity in the seafood 

Industry. The opportunities are significant. The Magnuson Fisheries ••

Conservation and Management Act, and renegotiations of the International - /• i. 

North Pacific Fisheries Commission Conventions have dramatically increased .

our ability to more effectively manage our resources. Seafood consumption 

trends such as the exponential growth in sales of shellfish analogs made 

from surimi ($200 million in 1984) and the increasing consumer awareness 

of the health benefits associated with eating seafood suggest a bright 

future in the U.S. marketplace. The situation, however, is not without 

challenges for the industry and the State. Our seafood companies operate 

in an international marketplace that bears no resemblance to the "free 

market" discussed by economists. Almost without exception our inter­

national competitors jealously guard local markets while simultaneously 

subsidizing exports to the U.S. So, for example, while Alaskan companies 
cannot legally export surimi to Japan, Japanese firms have almost un­

restricted access to the growing surimi based products market.



Fisheries Business Tax Credit 
Page Two

Canadian firms facing depressed prices can sell their cod products to the 

Canadian government who will store them at no cost until prices firm up, 

at which time they are resold to the producer at the original price. If 

prices remain soft, the product is "dumped," often in the U.S. market.

However, subsidized competition is by no means the only challenge we face.

Most other states, lacking the blessings of our oil revenues, are actively 

seeking investment in new and existing industries. Processing operations . 

such as those which produce surimi based products rely on a frozen inter- : 

mediate product and do not have to locate immediately adjacent to the ...
-fishery. Of the three new such plants recently built or under con-

.struction, none are in Alaska. In Washington state, a municipality issued 

'Industrial Development Bonds to finance a shellfish analog plant that will 

use surimi made from Alaska pollock. To encourage investment, 36 other 

ftates use tax incentives and concessions; between 1979 and 1982 fully 1/3 

of those states expanded their incentive programs. While it may be diffi­

cult to define the success of such programs from a theoretical point of 

view, it is clear that a majority of our competitors for investment 

dollars have decided they are a sound economic development tool.

The importance of the seafood industry to Alaska will again be highlighted 

in the future as our communities are no longer able to substitute state 

spending for economic stability and diversification. The investment 

opportunity represented by the Fisheries Business Tax Credit concept can 

be an important part of the State's response to defining revenues.

Ldfefi H. Lounsbur>, Commiss/oner 

Date:

i r>v • •

ItOlOOg



REPRESENTATIVE
BETTE CATO 
DISTRICT 6 
BOX 775 

VALDEZ. ALASKA 99686 
(907)835-4568

WHILE IN JUNEAU 
POUCHV 

JUNEAU. ALASKA 99811 
(907)465-4858 
(907)586-2660

A l a s k a  £>tate legislature

•House of Sepresentatiues

CHAIRMAN
HOUSE TRANSPORTATION

COMMITTEES

M EM BER
RESOURCES 
STATE AFFAIRS

MEMORANDUM March 14th, 1985
TO: Representative A1 AdamsChairman House Finance
FROM: Representative Bette Cato
SUBJECT: CSHB 58
On January 16th I introduced House Bill 58 "An act relating to the fisheries business tax" This bill was referred to Special Committee on Fisheries, Resources Committee and Finance.
The purpose of this legislation is to provide an incentive to shore based processors to upgrade the quality of their present facilities and equipment in or'1 r to enhance the quality, quantity and diversitivity of Alaska's processed seafood.
This bill would allow shore based processors to take a credit of up to 50% of their business tax liability for capital improvement projects undertaken in the tax year. I feel this credit would help relieve some of the pressures currently being experienced by the fishing industry. Updating, upgrading and expanding their plants and equipment is vital if the State's seafood industry is to remain competitive, diversified and economically progressive. This credit offers the shore based processors the capital to complete the expanding and upgrading of their plants.
The Department of Revenue would promulgate regulations for approving applications and would have 60 days to approve or disapprove applications submitted. The Department would prepare a report to the Legislature each regular legislative session describing what the credits were used for, and if possible, how employment and the processing capacity of the fisheries were improved.



T h e  h i s t o r y  o f  t h i s  b i l l  i s  d e t a i l e d  i n  my r e q u e s t  t o  t h e  H o u s e  
R e s e a r c h  A g e n c y  n u m b e r  85-039.  T h e  m e m b e r s  o f  t h e  C o m m i t t e e  s h o u l d  
f i n d  t h i s  p a p e r  h e l p f u l  i n  t h e i r  d e l i b e r a t i o n s .

I  u r g e  y o u r  s u p p o r t  f o r  HB 58.

S i n c e r e l y ,

i& z n D

R e p r e s e n t a t i v e  B e t t e  C a t o  
H o u s e  o f  R e p r e s e n t a t i v e s  
D i s t r i c t  6

BC/WC



SECTIONAL ANALYSIS CSHB 58 REPRESENTATIVE CATO

Section 1 AS 43.75.015 is amended by defining the amount of business tax a fisheries business is liable for.
1. Salmon canned at a shore based cannery - 4̂%
2. All salmon processed (except canned) and all fish processed by shore based processors - 3%
3. Fish processed by floating processors - 5%
Section 43..75.018 is amended by adding a new section:
A fisheries business is entitled to not more than 50% of their business tax liability for capital expenditures made during a tax year. These expenses relate to the fisheries business.
A fisheries business may claim this credit for a maximum of five consecutive years. This credit may begin anytime during the period from 1985-1989.
If a capital expenditure exceeds the amount eligible for a credit the fisheries business may carry the credit forward for a subsequent tax year within the five year period. No credit may be carried back to previous years.
A tax credit will not be approved for property or equipment thathas previously received a tax credit. (Property sold can not receive a tax credit by the purchaser if a credit has already been received by the seller)A tax credit will not be allowed if property is sold or transferred between businesses who have substantial common ownership.
The Department shall adopt regulations defining capital expenditures eligible for tax credits. Any applications submitted to the Department for credit shall be approved or disapprovedwithin 60 days of the application being filed.
The Dept, of Revenue in conjunction with the Dept, of Commerce and Economic Development shall submit a report to the Legislature by the 60th day of each regular session outlining expenditures for which credit was claimed and increases in employment and processing capacity as a result of this credit.
Sec 3. As 43.75.130 is amended by adding a subsection which covers the municipalities who receive 50% of the raw fish tax.This new subsection states that the municipalities will receive the amount they would have as if the tax credit were not applied.This is to ensure that the municipalities receive the full amount of the 50% of the fish processors business tax liability and not 50% of the amount that was paid after the credit was applied.Sec. 4. AS 43.75.140 is amended by adding a new paragraph:This paragraph states that if a capital expenditure is used for credit under the Federal Income Tax system, this capital expenditure is not entitled to be used for a credit under this program.



CUMULATIVE SUMMARY OF REVENUE 
COLLECTED 07/01/84 THRU 1/31/85 

7/12 OR 56.332

NET RECEIPTS
CODE GROSS NET % OF
NO TYPE OF TAX RECEIPTS REFUNDS RECEIPTS ESTIMATE ESTIMATE

001 OIL A GAS PROPERTY TAX $ 3,373,697.80 $ 842,570.02 $ 2,531,127.78 $ 121,000,000.00 2.10
016 ALCOHOLIC BEVERAGE EXCISE TAX 8,713,472.83 947.22 8,712,525.61 15,000,000.00 58.09
017 CIGARETTE TAX (GF) 1,215,993.68 0.00 1,215,993.68 2,100,000.00 57.91
018 CIGARETTE TAX (SF) 1,901,936.81 0.00 1,901,938.81 3,300,000.00 57.64
020 ELECTRIC & TELEPHONE 41,794.09 0.00 41,794.09 1,700,000.00 2.46
021 HIGHWAY MOTOR FUEL TAX 17,093,331.82 2,304,631.19 14,788,700.63 22,000,000.00 67.23
022 AVIATION MOTOR FUEL TAX 5,101,772.08 0.00 5,101,772.08 8,000,000.00 63.78
023 MARINE MOTOR FUEL TAX 3,030,825.19 0.00 3,030,825.19 4,200,000.00 72.17
036 INDIVIDUAL INCOME TAX 1,029,284.60 37,157.78 992,126.82 0.00 0.00
037 FIDUCIARY INCOME TAX 3,327.00 0.00 3,327.00 0.00 0.00
038 CORPORATION INCOME TAX 102,009,374.07 •24,805,015.34 77,204,358.73 293,000,000.00 26.35
046 BUSINESS LICENSE 37,578,616.57 137,339.00 37,441,277.57 20,000,000.00 187.21
052 ESTATE TAX 422,034.88 4,319.69 417,715.19 700,000.00 59.68
057 SCHOOL TAX 0.00 0.00 0.00 0.00 0.00
060 SALMON ENHANCEMENT TAX 2,607,574.57 245,754.27 2,361,820.30 2,400,000.00 98.41
061 MINES & MINING TAX 193,498.76 900.02 192,598.74 300,000.00 64.20
062 SALMON CANNERY-SHORE BASED TAX 19,164.15 0.00 19,164.15 6,000,000.00 0.32
063 SHORE-BASED FISHERIES TAX 1,897,759.44 1,762.00 1,895,997.44 8,000,000.00 23.70
064 FLOATING FISHERIES TAX 212,211.15 16,117.85 196,093.30 7,000,000.00 2.81
065 OIL PRODUCTION TAX 812,777,016.84 7,192.92 812,769,823.92 1,332,800,000.00 60.99
066 OIL & GAS CONSERVATION 396,189.24 0.00 396,189.24 700,000.00 56.60
067 GAS FLARING PENALTY 3,773.67 0.00 3,773.67 0.00 0.00
068 GAS PRODUCTION TAX 5,171,243.35 0.00 5,171,243.35 10,600,000.00 48.79
069 SEAFOOD MARKETING ASSESSMENT 33,128.08 1,476.00 31,652.08 1,200,000.00 * 2.64
096 PREPAID TAX 1,000.00 0.00 1,000.00 0.00 0.00
106 LIQUOR LICENSE APPLICATION 79,250.00 700.00 78,550.00 91,000.00 86.32
107 PUB LIQUOR LICENSE 400.00 400.00 0.00 0.00 0.00
108 BREWERY LICENSE 0.00 0.00 0.00 0.00 0.00
109 DISTILLERY LICENSE 0.00 0.00 0.00 0.00 0.00
110 BEVERAGE DISPENSARY LICENSE 715,350.00 20,000.00 695,350.00 802,000.00 86.71
111 CLUB LICENSE 35,100.00 0.00 35,100.00 44,000.00 79.78
112 COMMON CARRIER LICENSE 27,650.00 0.00 27,650.00 34,000.00 81.33
113 RESTAURANT LICENSE 61,800.00 1,950.00 59,850.00 76,000.00 78.75
114 ROADHOUSE LICENSE 0.00 0.00 0.00 0.00 0.00
115 RETAIL LICENSE 324,150.00 10,175.00 313,975.00 364,000.00 86.26
116 RETAIL STOCK SALE LICENSE 0.00 0.00 0.00 0.00 0.00
117 WHOLESALE GENERAL LICENSE 15,000.00 0.00 15,000.00 149,000.00 10.07
118 WHOLESALE MALT BEV. LICENSE 1,600.00 0.00 1,600.00 29,000.00 5.52
119 MISC. LIQUOR LICENSE 33,159.75 250.00 32,909.75 48,000.00 68.57
145 COIN OPER. AMUSE. 4 GAM. DVC,. TAX 61,071.36 667.55 60,403.81 225,000.00 26.85
146 GAMES OF CHANCE 4 SKILL FEES 14,936.55 201.07 14,735.48 81,000.00 18.20
402 MISCELLANEOUS REVENUE 1,268.52 18.00 1,250.52 1,500.00 83.37
506 TAX PREPARER'S PENALTY 0.00 0.00 0.00 0.00 0.00
507 AVERAGE WHOLESALE PRICE 0.00 0.00 0.00 0.00 0.00
692 REDISTRIBUTED REVENUE 20,000.00 0.00 20,000.00 0.00 0. 1

TOTAL SI. 006.218.758.85 $28,439,544,92 $ 9,77.779.213.93 $1.861.944.500.00 12,52

135 DUPLICATE COMM. FISH $ 1,235.57 $ 0.00 :$ 1,235.57 $ 2,000.00 61.78
843 VESSELS 4 GEAR 0.00 0.00 0.00 0.00 0.00

137-844 COMM. FISH LIC.-RES. 278,921.49 2,093.54 276,827.95 507,000.00 54.61
138-845 COMM. FISH LIC.-N-RES. 495,216.53 2,859.19 492,357.34 871,000.00 56.53
140 COMMER. FISH. EXT. FEE 1,710.00 0.00 1,710.00 4,000.00 42.75

120-230 SPORT FISH., HUNT & TRAP LIC. 5,326,412.75 14,366.77 5,312,045.98 b, 594,000.00 80.56

SUB-TOTAL $ 6,103,496.34 $ 19,319.50 $ 6,084,176.84 $ 7,978,000.00 76.27
TOTAL TAXES SI.012.322.255.19 $28.458.864.42 $ 983.863.360.77 S1 .069.922.500.01J 52.62

INTEREST

575 INTEREST ON LOANS $ 1,420,307.09 $ 0.00 J 1,420,307.09 $ 10,000,000.00 14.21
576 INTEREST ON INVESTMENTS $ 135,573,490.72 $ 0.00 $ 135,573,490.72 $ 265,000,000.00 51.16

TOTAL INTEREST $ 136,993,7307 T O'.'ffO $~ T36,993.75QT $ 275', 000,0300 3 0 ?



ECONOMIC IMPACT OF THE ALASKA SEAFOOD INDUSTRY

The seafood industry in Alaska is the largest single private sector employer.

♦average monthly employment is 15,000 jobs 

♦peak monthly employment can reach 45,000 jobs

This industry is both capital and labor intensive.

♦there are 14.2 jobs for each $1.0 million in wholesale sales compared 

with 10.4 for mining, 7.8 for paper mills, and 1.6 for oil and gas.

The industry has significant direct and indirect impacts on the economy.

♦in 1979 gross income to fishermen was $653 million, roughly 9% of gross 

state income.

♦in 1979 seafood processing workers were paid about $109 million.

♦each 100 jobs in the processing sector create 28 additional jobs in 

other sectors. An average annual employment multiplier of 1.28.

♦each $100 of additional income to the processing sector results in an 

additional $84 of income in other industry sectors. An average income 

multiplier of 1.84.

The economic and employment impact of the seafood industry is not limited to 

coastal communities. In 1979, "\2% of the state's fresh, frozen, and cured 

pack was processed in Anchorage.

(2)

Tax Incentives

Most research on the success of tax incentives as a tool for economic 

development appears to bo theoretical in nature. In order to actually measure 

the effect of any one tax incentive an in-depth analysis of the particular 

industry, region, market conditions, other incentive programs, etc., would 

seem necessary. It is of interest to note that much of the growth in such 

sectors as high technology has been capitalized with equity financing schemes 

such as limited partnerships, R & D limited partnerships, and private mutual 

funds which all take advantage of tax structures and incentives.

Other states seem to feel that tax concessions are an important tool.

♦As of 1983, 36 other states (our competitors for investment capital) 

have various kinds of tax concession or incentive programs.

♦Between 1980 and 82, fully 1/3 of the states with tax concession 

programs, expanded their programs.

(1) THE ALASKA FISHING INDUSTRY, An Overview of State Expenditures and 

Economic Benefits, House Research Agency. Alaska State Legislature.
January 1982.

(2) TAX INCENTIVES AND FINANCING ASSISTANCE FOR INDUSTRIAL LOCATION, New York 

State Department of Commerce, Tax Analysis Unit, September 1983.

GB/cw0096g
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HOUSE RESOURCES 
STANDING COMMITTEE 
February 22, 1985 

8:30 a.m.

Members Present:

Members Absent:

Representative Adelheid Herrmann, Co- 
Representative Dick Shultz, Co-Chair 
Representative Kay Wallis, Vice-Chair 
Representative Bette Cato 
Representative John Sund 
Representative David Thompson

Representative Roger Jenkins 
Representative Mike Miller (N.P.) 
Representative Drue Pearce

COMMITTEE CALENDAR

HB 58 An Act Relating to the Fisheries
Business Tax

WITNESS REGISTER

Greg Baker

Director, Office of Commercial Fisheries Development 
Department of Commerce and Economic Development 
Pouch 0 - *
Juneau, AK 99811 
465-216?

Position Statement: Supports HB 53

Royce Weller 
Department of Revenue 
Pouch S
Juneau, AK 99811 
465-2300

Position Statement: Does not support HB 58

Steve Kettle 
Department of Revenue 
Pouch S

Juneau, AK 99811 
465-2343
Position Statement: Does not support HB 58

Larry Cotter

International Longshoreman's & Warehousemen's Union 
307 So. Franklin 
Juneau, AK 99801 
586-6642

Position Statement: Supports HB 58

House Resources -1 02/22/85



P a c i f i c  Seafood P ro c e s so r s  A s so c ia t io n  
321 Highland D rive 
Juneau , AK 99801 
586-6366
P o s i t i o n  S ta tem en t: Supports HB 58

Rick Lauber

PREVIOUS ACTION
HB 58 : Read f i r s t  t im e 1/16/85 and r e f e r r e d
to  F i s h e r i e s ,  R esou rce s and F inance and 
R u le s . S ee  House S p e c i a l  Committee on 
F i s h e r i e s  committee m inutes p r i o r  to 
02/08/85 p assed  CSHB 58 out w ith  2DP and 
5NR; two f i s c a l  n o te s  in  Supplement //15; 
Today Resources p a ssed  CSHB 58 ( F i s h e r i e s )  
out w ith  5DP, 1NR and lAmend.

ACTION NARRATIVE
TAPE #14 , SIDE ONE
Record ing
Number 004 The meeting o f th e  House R esou rce s Committee

was c a l l e d  to  o rd e r  by Co-Chairman Herrmann 
a t  8 :3 1  a.m . Members p r e s en t  were 
R e p r e s e n ta t iv e s :  S h u l t z ,  Cato , Thompson,
W a l l i s ,  and Sund. Absent were 
R e p r e s e n ta t iv e s :  J e n k in s ,  M i l l e r  (N .P .) ,
P e a r c e .

Number 010

Number 019 

Number 020

Rep. Herrmann announced the committee w i l l  
be d i s c u s s in g  th e  CS f o r  HB 58 F i s h e r i e s ,  
which i s  s im i l a r  to  a b i l l  d i s c u s s e d  l a s t  
y e a r  in  th e  S p e c i a l  Committee on F i s h e r i e s ,  
concern ing a t a x  c r e d i t  on the f i s h e r i e s  
b u s in e s s  t a x .  C a l led  the sp on so r , 
R e p r e s e n ta t iv e  Cato , t o  t e s t i f y .
Rep. S h u l t z :  
y e a r?
Rep. Herrmann: 
o f s e s s i o n .

What happened to th e  b i l l  l a s t

I t  was in  Ru le s a t  the end

Number 021 Rep. Cato: R ep re sen ts  P r in c e  W illiam  Sound.
F i sh in g  in d u s t r y  i s  th e  l a r g e s t  p r i v a t e  
employer in  the s t a t e .  In du s t r y  g en e ra te s  
income fo r  l o c a l  communities through t a x e s  
and employment d o l l a r s  which a re  spen t in 
the communities. HB 58 i s  to  encourage 
land -ba sed  p ro c e s s o r s  to  in v e s t  in  t h e i r  
p ro c e s s in g  p la n t s  and to  encourage o th e r

House Resources -2 02/22/85



• /

• / /

processors to make shore-based facilities 
investments. By receiving this tax credit, 
shorebased plants will be able to upgrade, 
which will have a positive economic impact 
on the communities. Quality and quantity of 
fishery products will increase as a result 
of the tax credit. There is one cannery in 
Valdez which puts a large payroll on the 
street and draws employees from all 
districts, for example there are several 
employees from Rep. Shultz' district. Over 
the past years, the seafood industry has 
experienced many problems. Some things, 
like the high value of the dollar relative 
to other currencies, we don't have any 
control over. But this is one area we can 
help. The bill allows a processor to take 
up to a 50% credit of his tax liability for 
up to five consecutive years for capital 
investments made to shore-based facilities. 
Application must be submitted to Dept, of 
Revenue. The Fiscal Note shows a maximum 
amount of dollars available to processors to 
take as a tax credit, because there was no 
way the Dept, of Revenue could come up with 
a reasonable estimate of the number of 
companies that would take advantage of this 
bill. However, when it's considered that 
these credits will lead to expanded 
production capacity and quality, the returns 
far outweigh the cost. This bill will also 
help companies diversify into processing 
underdeveloped species.

Number 1‘24

Number 136

V.

Rep.Herrmann: Last year, the Special 
Committee on Fisheries looked into 
bottomfish development opportunities and 
this work is still going on. This bill will 
have a positive impact on bottomfish 
development. Called Greg Baker to testify.

Greg Baker: Explained what the Office of
Commercial Fisheries Development does. 
Strongly supports the CS for HB 58. This 
bill would be an investment, and one which 
the business community regards as much more 
effective than many other types of 
government programs, because the industry 
makes the investment decisions themselves. 
Seafood industry in Alaska employs an 
average of 15,000 per month over the year 
and an average of 45,000 during peak summer 
months. 14.2 industry jobs in Alaska for 
every $1,000,000 in wholesale sales. Each
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100 jobs In processing sector induces 28 
jobs in Alaska in other sectors of the 
economy. Each $100 of income into the 
processing sector induces another $84 in 
other sectors. Impact not limited to 
coastal communities. Alaska is competing in 
a world marketplace with exports from 
countries that heavily subsidize their 
seafood industries, including Canada, Japan, 
and northern Europe. Major U.S. seafood 
companies say that tax incentives affect 
their investment decisions. 36 other states 
in the U.S. have industrial tax credit 
programs and they are expanding them at this 
time. Recommends passage of bill. Any 
questions?

Number 250

Number 262

Rep.Herrmann: Rep. Sund has arrived. There 
is a very bad marketing problem with pink 
salmon in Western Alaska. The prices being 
paid are less than the joint ventures are 
paying for bottomfish. Do you think pink 
salmon might qualify as underdeveloped 
species in western Alaska?

Baker: Those determinations are made by the
Dept, of Fish and Game. Pinks in western 
Alaska would likely qualify. While there is 
currently a problem, the high volume and low 
price are also an opportunity. The Office 
of Commercial Fisheries Development is 
looking into new product forms for pink 
salmon to help take advantage of this 
opportunity.

Number 284 Rep. Sund: Is someone going to go through
the technical aspects of the bill?

Rep. Herrmann: Perhaps Dept, of Revenue
will answer some of your questions in their 
testimony.

Number 297 Royce Weller and Steve Kettle: Dept,
appreciates the work that was done on this 
bill in Special Committee on Fisheries. 
Revenue has some concerns. D o n’t have any 
data to prove that tax credits work or 
produce intended effects. When you reduce a 
firm’s state tax obligation, you Increase 
their federal tax obligation. This is 
referred to as "leakage." Regarding the 
fiscal impact, the maximum estimated amount 
is $7 million per year.
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Number 321 Rep. Cato: Is it true that you have no data
to back up the Fiscal Note?

Weller: That's correct.

Number 340
•. *

Number 365 

Number 399

Number 404

Number 412

Number 422

Rep. Sund: He has a conflict of interest
because he is a part owner in a shore-based 
fisheries business in Alaska that will be 
making capital improvements this year. He 
noted for the record that last year the 
Dept, of Revenue strongly supported a tax 
credit bill and wonders why they're saying 
tax credits don't work this year. They seem 
to work in the seafood business. They do 
make a difference in his company's 
investment decisions.

Weller: Can't comment on last year's
Revenue testimony.

Rep. Herrmann: Asked Aide, Janet Fries, to
comment on Revenue's testimony regarding 
leakage of any state tax credit to federal 
taxes.

Janet Fries: Aide to Rep. Herrmann. Since
federal taxes are based on profits, one 
would have to assume profitability of 
processing companies for there to be any of 
this leakage. When this was discussed in 
the Special Committee on Fisheries, it was 
made fairly clear that most seafood 
companies in Alaska are not showing a profit 
and therefore the question of leakage is not 
relevant.

Weller: That's true. We are assuming that
the companies that do invest are showing a 
profit on their tax returns. But that's 
questionable economics.

Rep. Sund: I disagree with that. There are
several companies, mine for one, where in 
the face of not making profits, the only 
choice was to get bigger. If we have this 
continual problem with the strong dollar, 
there, are going to be a lot of Canneries 
that will have to convert to freezing. It 
will be a question of diversity to stay 
alive, not one of expansion.

Questioned the language defining what 
capital expenditures will qualify. Who will 
make those determinations?
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Rep. Herrmann: Refer to page 3, line 12.

Number 452

W e l l e r :  A c c o r d i n g  t o  t h a t  l a n g u a g e ,  i t  w i l l
b e  d e f i n e d  b y  t h e  C o m m i s s i o n e r  o f  C om m e r c e  
a n d  E c o r C T i ’ R D e v e l o p m e n t .

R e p .  i i v-'J ; I ’ d  j u s t  l i k e  t o  k n o w  w h e t h e r  a  
n e w  i c e  m a c h i n e  f i t s  i n t o  t h i s .

R e p .  H e r r m a n n :  I ' l l  b r i n g  b a c k  G r e g  B a k e r
t o  d e f i n e  t h o s e  l a t e r .

l[.
R e p .  S u n d :  W h a t  w a s  t h e  r a t i o n a l e  o n  5
c o n s e c u t i v e  v e a r s ?

N u m b e r  463 R e p .  C a t o :  I t  g i v e s  p r o c e s s o r s  a  o n e  s h o t
c h a n c e  t o  m a k e  t h e i r  i n v e s t m e n t s .

N u m b e r  482

R e p .  S u n d :  Do  t h e y  h a v e  t o  m a k e  i n v e s t m e n t s
e v e r y  y e a r ?  :

R e p .  C a t o :  N o .  T h e y  c a n  c a r r y  f o r w a r d  f o r
f i v e  y e a r s  a n y  e x p e n d i t u r e s  t h a t  e x c e e d  
t h e i r  t a x  l i a b i l i t y  i n  a  s i n g l e  y e a r ,  a n d  
c a n  c h o o s e  n o t  t o  i n v e s t  d u r i n g  a n y  o f  t h o s e  
y e a r s ,  a l s o .

R e p .  S u n d :  R e f e r  t o  p a g e  2 ,  l i n e  11,
p a r a g r a p h  ( d ) . D o e s  t h i s  m e a n  t h a t  i f  y o u  
t r a n s f e r  o w n e r s h i p  t h e n  y o u  l o s e  t h e  t a x  
c r e d i t ?

N u m b e r  496

Number 522

K e t t l e :  T h e  c r e d i t  w o u l d  o n l y  b e  d e n i e d  i f
t h e r e  w a s  s u b s t a n t i a l  c ommon  o w n e r s h i p  
b e t w e e n  t h e  t w o  c o m p a n i e s .

R e p .  S u n d :  W h a t  i s  s u b s t a n t i a l  c ommon
o w n e r s h i p ,  w h y  w o u l d  i t  b e  p r o h i b i t e d ?

K e t t l e :  M a n y  p r o c e s s i n g  c o m p a n i e s  ow n
s e v e r a l  f i s h e r i e s  b u s i n e s s e s  w h i c h  a r e  
s e p a r a t e  t a x p a y e r s .  We d o n ’ t  w a n t  t h e m  t o  
r e c e i v e  a  c r e d i t  f o r  m e r e  e x c h a n g e  o f  
p r o p e r t y  am o n g  t h e i r  ow n  b u s i n e s s e s .

R e p .  S u n d :  I  c a n  s e e  y o u r  p r o b l e m  i f
C om p a n y  A a l r e a d y  o w n s  p r o p e r t y  i t  s e l l s  t o  
C om p a n y  B ,  b u t  i f  a  n e w  p i e c e  o f  e q u i p m e n t  
i s  b o u g h t  a n d  t h e n  t r a n s f e r r e d  t o  C o m p a n y  B ,  
t h e n  I  t h i n k  t h e  c r e d i t  s h o u l d  a l s o  f l o w  
t h r o u g h  t o  C o m p a n y  B .

R e p .  H e r r m a n n  c a l l e d  G r e g  B a k e r  b a c k  t o  
a n s w e r  q u e s t i o n s .
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Rep. Sund: What would f i t  in  your
d e f i n i t i o n  o f  c a p i t a l  exp end itu re s ?
Baker: This language was added so th a t  the
s t a t e  could have some say  ove r what would 
q u a l i f y .  The Dept, o f Commerce would 
deve lop a d e f i n i t i o n  and g iv e  i t  to  Revenue 
to  u se in  the a p p l i c a t i o n  p r o c e s s .  Commerce 
would a lways stand ready  to a s s i s t  Revenue 
i f  an a p p l i c a t io n  came in  which was not on 
th e  l i s t .  Commerce would work c l o s e l y  w ith  
th e  in du s t ry  in  d eve lo p in g  the l i s t .

Number 543 Rep. Sund: Can you name something th a t
would no t q u a l i f y ?
Baker: Pickup t ru ck s  or au tomob iles might
not q u a l i f y .
Rep. Sund: Argued f o r  in d u s t r y  to  make the
d e c i s io n  o f what w i l l  h e lp  them. Can you 
g iv e  me the name o f  anyth ing th a t  won't 
q u a l i f y  in  some in s t a n c e s .
Baker: Perhaps f a c i l i t i e s  f o r  f ishermen
won't f i t  d i r e c t l y  in to  the s t a t e ' s  g o a ls  
f o r  the program, a lthough Rep. Sund's 
comments are w e l l - t a k e n .  I t  w i l l  be a 
d i f f i c u l t  t a s k  to make a l i s t .

Number 567 Rep. Herrmann: Would i t  in c lu d e
r e f r i g e r a t i o n  fo r  scows in  B r i s t o l  Bay or 
new pickup t ru ck s  to  p ick  up f i s h  from s e t  
n e t  fishermen?
Baker: Yes .
Rep. Sund: Was any thought g iven  to  j u s t
u s ing  the f e d e r a l  ACRS d e f i n i t i o n  f o r  income 
t a x  deduct ion s?
Baker: I t  was not d i s c u s s e d .
Rep. Sund: Wants to  look in to  i t  f u r th e r  so 
the s t a t e  can spend l e s s  time on l i s t s  and 
more time on g o a l  o f  l e g i s l a t i o n .

Number 590 L a r ry  C o t te r :  R epre sen ts p ro c e s s in g  workers
on both f l o a t e r s  and sho re—based p l a n t s .
Has no problem w ith HB 58 r e s t r i c t i n g  c r e d i t  
to  sh o re -b a sed  f a c i l i t i e s .  A laska i s  
p o t e n t i a l l y  the w o r ld ' s  l e a d e r  in  sea food  
p roduct ion  because o f  abundant s to ck s  w i th in  
200 m ile s  o f f  the c o a s t ,  however l a s t  y e a r ,  
v e r y  l i t t l e  o f  th a t f i s h  was p ro ce ss ed  in
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Number 653

th e s t a t e .  S e a s o n a l i t y  o f th e  A laska 
in d u s t r y  c r e a t e s  many problems f o r  i t s  
employees a s  w e l l  a s  c o a s t a l  communities. 
S t a t e  i s  c u r r e n t l y  pay ing a l o t  o f 
unemployment b e n e f i t s  t o  ou t-o f -w o rk  
p ro c e s s in g  in d u s t r y  w o rke rs . S tron g ly  
suppo r ts  b i l l .  The b i l l  o f f e r s  in c e n t i v e s  
f o r  development o f  a bo ttom fish  p ro c e s s in g  
in d u s t r y ,  which i s  b ad ly  needed, a s  w e l l  as 
expanding in to  secondary  p ro c e s s in g .  R igh t 
now, most o f  the secondary  p ro c e s s in g  f o r  
A la sk a  sea food  i s  done in  Puget Sound. In 
th e  l a s t  y e a r ,  1 ,000 p ro c e s s in g  jo b s  in  
A la sk a  were l o s t  due to  p lan t  c lo s u r e s .
I t ' s  on ly  through automation th a t  w e 'r e  
go ing to  g e t in to  bo ttom fish  and t h i s  w i l l  
in  tu rn  c r e a t e  more jo b s  fo r  A laskans and 
d r i v e  th e  f o r e ig n  f l e e t s  o f f s h o r e .
R ick  L auber : The members o f P a c i f i c  Seafood
P ro c e s s o r s  A s s o c ia t io n ,  which he r e p r e s e n t s ,  
produce between 85 and 90% o f the sea food  
p ro c e s s ed  in  A la sk a .

CHANGE TAPE if 10 TO SIDE TWO
Number 001

V.

R ick  Lauber : The s t a t e  h a s ,  ove r t im e ,
d e r iv e d  a v e r y  l a r g e  amount o f  t a x e s  from 
th e  sea food  in d u s t r y .  Seafood b u s in e s s e s  in 
A la ska  a r e  no t making s u b s t a n t i a l  enough 
p r o f i t s  a t  t h i s  time to make new inve s tm en ts 
to g e t in to  new product forms or development 
o f  the bo ttom fish  p ro c e s s in g  in d u s t r y .  
Bo ttom fish  development i s  im po rtan t , b ecau se 
a lthough  some fisherm en a r e  d e r i v in g  income 
from j o i n t  v e n tu r e s  a t  t h i s  t im e , the s t a t e  
i s  g e t t in g  no a d d i t i o n a l  revenue from t h i s  
in d u s t r y .  At the p r o je c t e d  amount o f  th e  
t a x  c r e d i t ,  th e  t o t a l  amount taken in  one 
y e a r  by a l l  companies would amount to  about 
o n e - th i r d  o f the c o s t  o f  a new bo ttom fish  
p l a n t .  What's important about HB 58 , i s  the 
b u s in e s s  c l im a te  the s t a t e  c r e a t e s  f o r  the 
in d u s t r y .  Th is w i l l  be important to  
p ro c e s s in g  companies in t h e i r  d e c i s i o n  to 
in v e s t  in  sh o re -b a sed  p la n t s  o r o f f - s h o r e  
based p l a n t s .  Th is would a l low  the s t a t e  
and l o c a l  communities to  b e n e f i t  more from 
t h i s  deve lopment. The b i l l  would a l low  
f l o a t i n g  p r o c e s s o r s  to in v e s t  in  sh o re -b a sed  
f a c i l i t i e s .  F l o a t e r s  c u r r e n t l y  pay t a x e s  a t 
a h igh e r  r a t e  than sh o re -b a sed  f a c i l i t i e s ,  
making the f i s c a l  impact even more d i f f i c u l t  
to d e te rm in e . The t o t a l  amount o f the
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c r e d i t  i s  s m a l l  r e l a t i v e  t o  w h a t ' s  n e e d e d  i n  
i n v e s t m e n t s  i n  t h e  i n d u s t r y .  T h e  l e a k a g e  
f a c t o r  w o u l d  b e  v e r y  s m a l l ,  b e c a u s e  t h e  m a n y  
o f  t h e  l a r g e  p r o c e s s o r s  i n  A l a s k a  h a v e  l o s t  
m i l l i o n s  o f  d o l l a r s  i n  t h e  p a s t  f e w  y e a r s .  
T h e s e  c o m p a n i e s  h a v e  b e e n  s u p p o r t e d  o n l y  b y  
p a r e n t  c o m p a n i e s .  R a l s t o n  P u r i n a  i s  
p l a n n i n g  t o  c om e  o u t  w i t h  a  m a j o r  p r o m o t i o n  
f o r  a  s k i n l e s s - b o n e l e s s  c a n n e d  s a l m o n .  T h e  
e n c o u r a g i n g  p a r t  i s  t h a t  i t ' s  A l a s k a  s a l m o n .  
T h e  d i s c o u r a g i n g  p a r t  i s  t h a t  i t ' s  b e i n g  
p r o c e s s e d  i n  T e r m i n a l  I s l a n d  a n d  m a y  b e  
p r o d u c e d  i n  P u e r t o  R i c o  i n  t h e  f u t u r e .
U r g e d  c o m m i t t e e  t o  a c t  q u i c k l y  a n d  f a v o r a b l y  
o n  HR 58.

N u m b e r  221 R e p .  S u n d :  W i l l  m o v e  t h e  b i l l ,  b u t  w a n t s  t o
p u r s u e  h i s  c o n c e r n s  f u r t h e r .  W a n t s  t o  
p r o p o s e  a n  a m e n d m e n t  f a r t h e r  d o w n  t h e  l i n e  
t o  d e l e t e  t h e  c j u a l i f y i n g  l a n g u a g e  f o r  
e l i g i b l e  c r e d i t s  b e c a u s e  h e  c a n ' t  t h i n k  o f  
a n y  e x p e n d i t u r e s  t h a t  w o u l d  n o t  b e  
a p p r o p r i a t e .  S t a t e  h a s  b e t t e r  t h i n g s  t o  d o  
t h a n  t o  d r a w  u p  l i s t s  w h i c h  w i l l  c r e a t e  
f r u s t r a t i o n  w i t h  t h e  i n d u s t r y  i n  t h e  
a p p l i c a t i o n  p r o c e s s .  H e  w o u l d  r e c o m m e n d  
t h a t  i n s t e a d ,  t h e y  i n c l u d e  a  p r o v i s i o n  t h a t  
t h e  f e d e r a l  ACRS d e f i n i t i o n  w i l l  b e  u s e d  f o r  
e l i g i b l e  e x p e n d i t u r e s .

N u m b e r  258 R e p .  H e r r m a n n :  U n d e r s t a n d s  R e p .  S u n d ' s
c o n c e r n s ,  b u t  d o e s  t r u s t  D e p t ,  o f  C om m e r c e  
t o  m a k e  t h e  d e c i s i o n s  f o r  e l i g i b l e  
e x p e n d i t u r e s .

R e p .  S u n d :  T r u s t s  D e p t . ,  b u t  d o e s n ' t  w a n t
t h e m  t o  w a s t e  t h e  t i m e .  R e c om m e n d s  t h a t  
i n s t e a d ,  t h e y  d r a w  u p  a  l i s t  o f  e x p e n d i t u r e s  
t h a t  d o n ' t  q u a l i f y ,  s i n c e  t h i s  w i l l  b e  a 
m u c h  s h o r t e r  l i s t .

N u m b e r  272 R e p .  H e r r m a n n :  C om m e n t s  w e l l  t a k e n .
E n t e r t a i n e d  m o t i o n  t o  m o v e  F i s h e r i e s  CS f o r  
HB 58 o u t  o f  c o m m i t t e e .

N u m b e r  275 R e p .  S h u l t z :  M o v e d  t h a t  c o m m i t t e e  p a s s  CSHB 
58 ( F i s h e r i e s )  o u t  o f  c o m m i t t e e  w i t h  
i n d i v i d u a l  r e c o m m e n d a t i o n s .

Number 277 R e p .  H e r r m a n n :  A n y  o b j e c t i o n s ?  H e a r i n g
n o n e ,  s o  m o v e d .

R e p .  S h u l t z :  N o t e d  f o r  t h e  r e c o r d  t h e
c o m m e n t s  m a d e  a b o u t  n o t  b e i n g  a f r a i d  o f  t h e
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Ms. Sand i C e s a r in i ,  Sea hawk S e a fo o d s , Valdez te lephoned my o f f i c e  
and w ished th e  fo l l o w in g  in fo rm a t ion  and comments d e a l in g  w ith  
i s s u e s  r a i s e d  a t  th e  S p e c i a l  Committee on F i s h e r i e s  t e l e c o n f e r e n c e  
to be g iv en  to  committee members:

1. S e v e r a l  f l o a t i n g  p r o c e s s o r s  have ex p re s s ed  concern s th a t  HB 58 
on ly  p ro v id e s  a t a x  c r e d i t  f o r  sho re based p r o c e s s o r s ,  however 
f l o a t i n g  p r o c e s s o r s  p r e s e n t l y  have advan tages and c r e d i t s  not 
a v a i l a b l e  to  sho re based  p r o c e s s o r s .
a .  Under th e  F e d e r a l  Income Tax system  f l o a t i n g  p r o c e s s o r s  
a r e  e l i g i b l e  to  d e f e r  50% o f  t h e i r  t a x  l i a b i l i t y .  They must 
p ro v id e  a p lan  f o r  c a p i t a l  improvement e x p en d itu r e s  to  the 
Department o f  I n t e r n a l  Revenue to  en ab le  them to  deduct t h i s  
ta x  de fe r rm en t o f f  t h e i r  income fo r  the y e a r .  In o th e r  words 
they may tak e  th e  c r e d i t  up f r o n t  which p ro v id e s  them w ith
a r e a l  c a p i t a l  advan tage  o v e r  sh o re  based p r o c e s s o r s .
Th is t a x  d e f e r r e d  money i s  a l s o  e l i g i b l e  f o r  a p a r t i a l  
in ve s tm en t c r e d i t .
b . The f a c t  t h a t  f l o a t i n g  p r o c e s s o r s  a r e  a b le  to  move t h e i r  
p ro c e s s in g  p la n t  p ro v id e s  them w ith  a d e f i n i t e  advan tage ove r 
sho re  b a sed  p r o c e s s o r s .  With f i s h  runs v a r y in g  each y e a r  the 
f l o a t i n g  p r o c e s s o r s  a r e  a lm ost a s su red  o f  c o n t in u a l  "good" 
c a t c h e s  a s  th e y  a r e  a b le  to  move to where the f i s h  a r e  b e in g  
caugh t. A sh o re  based  p r o c e s s o r  on the o th e r  hand i s  l im i t e d  
to one a r e a ,  i f  t h e r e  i s  a poor c a t c h  in  th a t  a r e a  th e  shore 
based p r o c e s s o r  s u f f e r s .
c .  While sh o re  b a sed  p r o c e s s o r s  remain on land in  one a r e a  
they a l s o  c o n t r i b u t e  to  the l o c a l  economy through payment o f  
p ro p e r ty  tax es ' , m un ic ip a l r a t e s  (w a te r & s ew e r ) , e l e c t r i c i t y  
and they a l s o  p ro v id e  a g r e a t  d e a l  o f  the employement in  the 
community.



I n  a n s w e r  t o  t h e  s u g g e s t i o n  o f  e l i m i n a t i n g  t h e  r a w  f i s h  t a x  
c o m p l e t e l y  M s .  C e s a r i n i  f e e l s :

a .  T h i s  w o u l d  s e v e r e l y  h u r t  t h e  c i t i e s  i n  w h i c h  t h e  s h o r e  
b a s e d  p r o c e s s o r s  l i v e .  M s .  C e s a r i n i  s t a t e s  t h a t  t h e  s h o r e  
b a s e d  p r o c e s s o r s  d o  n o t  w i s h  t o  g a i n  a t  t h e  e x p e n s e s  o f  t h e  
c o m m u n i t i e s  i n  w h i c h  t h e y  l i v e .

b .  I f  t h e  r a w  f i s h  t a x  w a s  e l i m i n a t e d  t h e  e n d  r e s u l t  w o u l d  b e  
t h a t  t h e  s h o r e  b a s e d  p r o c e s s o r s  w o u l d  h a v e  t h i s  e x t r a  m o n e y .  
HOWEVER ,  t h i s  a d d i t i o n a l  m o n e y  w o u l d  n o w  b e  t a x a b l e  b y  t h e  
f e d e r a l  g o v e r n m e n t  a s  i n c o m e  r e c e i v e d .  T h e  t a x  r a t e  f o r  m a n y  
s h o r e  b a s e d  p r o c e s s o r s  i s  h i g h  a n d  t h i s  a d d i t i o n a l  i n c o m e  w o u l d  
b e  t a x e d  a t  t h i s  r a t e  ( e s t i m a t e d  42%)
M s .  C e s a r i n i  f e e l s  t h a t  t h e  p r o c e s s o r s  w o u l d  b e n e f i t  m o r e  b y  
b e i n g  e l i g i b l e  t o  r e c e i v e  a  t a x  c r e d i t  u p  t o  50% o f  t h e i r  
b u s i n e s s  t a x  l i a b i l i t y  f o r  c a p i t a l  i m m p r o v e m e n t  e x p e n d i t u r e s .
As HB 58 a l l o w s  p r o c e s s o r s  t o  c a r r y  t h i s  t a x  c r e d i t  f o r w a r d  
w i t h i n  t h e  f i v e  y e a r  p e r i o d  t h i s  w o u l d  b e n e f i t  s h o r e  b a s e d  
p r o c e s s o r s  c o n s i d e r a b l y  m o r e  t h a n  t h e  e l i m i n a t i o n  o f  t h e  
f i s h  t a x .

I n  a n s w e r  t o  t h e  s u g g e s t i o n  o f  a  25% t a x  c r e d i t .

S e v e r a l  s h o r e  b a s e d  p r o c e s s o r s  h a v e  e x p r e s s e d  t h e i r  f e e l i n g s  
o f  t h i s  i d e a .  T h e y  b e l i e v e d  t h e  i n t e n t  o f  HB 58 w a s  t o  
i n t r o d u c e  a  b i l l  t h a t  w o u l d  r e l i e v e  t h e  p r e s s u r e  o n  t h e  
f i s h  p r o c e s s i n g  i n d u s t r y .  A  25% t a x  c r e d i t  w o u l d  n o t  b e  
s u f f i c i e n t  t o  m a k e  a n y  m e a s u r a b l e  i m p a c t s  o n  t h e  a l r e a d y  
s u f f e r i n g  i n d u s t r y .  HB  58 p r o p o s e s  t o  o f f e r  a s s i s t a n c e  
t o  s h o r e  b a s e d  p r o c e s s o r s  f o r  t h e  n e x t  5 y e a r s  t o  e n a b l e  
t h e m  t o  i m p r o v e  a n d  e x p a n d  t h e i r  o p e r a t i o n s .  D u e  t o  t h e  
p r e s s u r e s  t h e  i n d u s t r y  i s  c u r r e n t l y  e x p e r i e n c i n g  m a n y  
p r o c e s s o r s  c a n n o t  m a k e  t h e  i m p r o v e m e n t s  n e c e s s a r y  t o  
u p g r a d e  t h e i r  f a c i l i t i e s  w h i c h  i s  n e c e s s a r y  i f  t h e y  a r e  
t o  s u r v i v e  a n d  t h e  p r e s s u r e s  o n  t h e  i n d u s t r y  a r e  t o  b e  
r e l i e v e d .
P r o c e s s o r s  f e e l  i f  t h i s  w a s  t h e  i n t e n t  a n d  p u r p o s e  o f  t h e  
b i l l ,  w h y  s t a r t  t o  p u t  l i m i t s  o n  i t .
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President
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Vice I’ tc ' lent

M IKE ELLERS 
Secretary-Treasurer

January 23, 1985

The Honorable Peter Goll 
Alaska House of Representatives 
Pouch V 
Juneau, Alaska

Re: HE 58

Dear Representative:

Following discussions with Representative Cato and members of the fishing com­
munity I have decided that I am in full support of HB 58.

In an earlier letter to you I espoused a view that Alaska would be better off 
with a revamped fisheries business tax based upon a graduated scale than a tax 
credit approach as outlined in HB 58. However, I am now of the opinion the tax 
credit approach is a critical ingredient in providing Alaskan seafood processing 
companies a means through which their facilities can be modernized. And of course, 
modernization will play a crucial role in the development of a domestic bottom 
fish industry.

At the same time, I continue to believe a graduated fisheries business tax would 

provide added stimulus to seafood processing companies to engage in the processing 
of underutilized species. And I would strongly urge legislation along these lines 
be implemented.

In summation, I view these two approaches —  the tax credit for investment approach 
and the graduated tax approach —  as a meaningful combination of positive taxation 
which will yield a significant benefit to all Alaskans.

I look forward to speaking further with you on this in the future.

P r g g i d Q n t

cc: The Honorable Ben Grussendorf
The Honorable Betty Cato 

The Honorable Fred Zharoff



HANf: 104 MABINE WAT P.O. BOX W7. KODIAK. AK 190714S6-S749
l'£ AO OFFICE: FUHEKMErS TEKMmAl C-3BL0C. ROOM 131. SEATTLE. WA 98119 (206) 285-7412 TELEX: 32-1295

a l a s h t s  
f r e s h
s n o o d s , * '

MARCH 31, 1983

DEAR SIRS,

ENCLOSED, YOU WILL FIND OUR 1982 FISHERIES TAX RETURN AND OUR 
1982 SEAFOOD MARKETING ASSESMENT RETURN, ALONG WITH OUR CHECK 
IN THE AMOUNT OF $174,392.89 FOR BOTH OF THE RETURNS.

LET US TAKE THIS OPPRITUNITY TO EXPLAIN OUR POSITION AS TO THE 
CURRENT METHOD OF TAXING THE FISHING INDUSTRY.
FIRST, WE ARE A SMALL PROCESSOR AND WE HAD TO BORROW THE MONEY 
FOR THESE TAXES. WE ARE SURE YOU WILL AGREE OUR $174,392.89 IS 
QUITE A TIDY SUM. THIS CAUSES AN EXTREME HARDSHIP ON US ESPEC­
IALLY WITH THE STATE OF THE FISHERIES IN SUCH AN ECONOMIC DEPRES­
SION.
SECOND, IF THE CURRENT METHOD OF COLLECTING TAXES CONTINUES, AS 
IT IS, IT MAKES IT VIRTUALLY IMPOSSIBLE FOR US AS A SMALL PROCES­
SOR TO BE ABLE TO EXPAND INTO THE DEVELOPING FISHERIES THAT THE 
STATE NEEDS SO BADLY IF THE FISHING INDUSTRY IS TO SURVIVE IN 
ALASKA.'
THIRDLY, BECAUSE OF THE BURDEN CAUSED BY THE CURRENT METHOD 
OF TAXING THE PROCESSORS, YOU WILL FIND FEWER PROCESSORS TO TAX 
EACH YEAR. THIS OF COURSE WILL LIMIT YOUR TAX BASE WHICH WILL 
CAUSE MORE TAXING AND FINIALLY RESULT IN THE STRANGLATION OF 
THE WHOLE INDUSTRY.

WE WILL OF COURSE, CONTINUE TO PAY OUR TAXES. BUT, WE WOULD 
LIKE TO STRONGLY RECOMMEND A RE-EVALUATION OF THE ALASKA FISHER­
IES BUSINESS TAX AND THE FISHERIES MARKETING ASSESMENT.
HOPEFULLY, THIS WOULD BE DONE WITH THE IDEA OF LESSENING THE 
BURDEN ON THE FISHERIES INDUSTRY.

YOURS TRULY,

DAVID M. WOODRUFF 
VICE PRESIDENT,
ALASKA FRESH SEAFOODS, INC.

CC: GOVERNOR, WILLIAM SHEFFIELD 
HONORABLE BOB MULCHY 
HONORABLE FRED ZAROFF

DW: jg



Department of Revenue 
Audit Division 
Pouch SA
Juneau, Alaska 99811-0400

.Mall to: STATEJDF ALASKA 
DEPARTMENT OF REVENUE 

ALASKA FISHERIES BUSINESS RETURN 
AS 43.75.011 • 140.

ONE RETURN PER 
PLANT OR VESSEL

Page 1

Name (Person, firm or corporation)
ALASKA FRESH  SEAFOODS. I N C .

EI.N. or S.S. Number
9 1 1 0 4 3 4 9 9

Mailing Adoress Fisheries Business License No. Tax Year
FOX 6 4 7 8 2 - 0 4 6 8 2

City, State, Zip Code Daytime Telephone Number Location ol Operation
KOD IAK . AK 9 9 6 1 5 < 9 0 7 ) 4 8 6 - 5 7 4 9 KODTAK

Enter totals from Schedule A and/or Schedule B as Indicated below and multiply by the appropriate percentages.

1. Canned Salmon - Shore-Based Business 
Schedule A; line 9, column (9A).................

2. Other Shore-Based-Established Species 
Schedule A; line9,column(9B).................

TOTAL VALUE

Multiply by 4%% (.045 

Multiply by 3% (.03) 

Multiply by 5% (.05) 

Multiply by 1% (.01) 

Multiply by 3% (.03)

TAX DUE OrrXE USE ONLY

s 0 1 s '

S5 1 6 4  0 3  7 2 s i 5 4 , 9 4 2 . 9 2 .
3. Floating Business-Established Species 

Schedu!eA;line9,column(9C).................. S 0 3 s
4. Shore-Based • Developing Species 

Schedule B; line 7, column (7A).................. S760  0 3 7 4 S 7 6 0 0 . 3 7
5. Floating Business-Developing Species 

Schedule B, line 7, column (7B)................. 5 0 5 S

6. TOTAL TAX (Add Tax Due column, lines 1 throu

7. Enter amount of any prepayments of estimatec

8. Balance due or (overpayment) (Subtract line 7 f

9. Penalty for late filing (5% per 30 day period not 

10. Interest (12% a vearl......................................

oh 5 ) ...................... 6 51 62  5 4 3 . 2 9
tax ($25.00 license fee is not a prepayment). . .  

romlino6)..................................................

7 S 0

8 $

to exceed 25%).......................................... 9 S

10 $

11. TOTAL DUE WITH THIS RETURN (Add lines 8 throuoh 10).................................................. 11 s 1 6 2  , 5 4 3 . 2 9
NOTICE: II the fisheries business covered by this return Is u shore-based fisheries business which floats, from 04-575 Vessel Itinerary must be 

completed and attached to this return.
I-----

ALLOCATION OF REVENUE Please provide the infor­
mation requested below to allow for allocation of 
revenue to local governments. If the return Is for a 
vessel, complete the schedule on the right showing the 
amount of the taxes allocated to each location. Please 
see the general instructions for further information.

Vessel Location
A, B 
orC

% of Tax Due A'located Dollar Amount 
Allocated 

Per Location
Line
1

Line
2

Line
3

Line
4

Line
5

•
Name of Cannery, Plant Vessel or Business

j Physical Location of Cannery, Plant or Business

Check A. □  Within Incorporated city limits 
cnly B. □  Outside city but within organized borough 
one: C. □  Outside all cities or boroughs
1 declare under penalty of perjury that this return (including all accompanying schedules and 
statements) ha3 been examined by me and to the best of my knowledge and beliaf is a true, 
correct and complete return. -

This return must be (iled with your pay­
ment on or before March 31, 1933. Make 
your remittance payable to tho:

DEPARTMENT OF REVENUE . 
Audit Division 

Pouch SA 
Juneau, Alaska 99811-0400

SiondTura of Taxpayer /  ^  j P y S  
■ A y  --------v- /

Date
I  ? -  3 / - S 3

Signature of Agent Date

Please attach as appropriate to this return, 
Schedules A • G and form 04-575 Vessel Itinerary.

Olfice Use Only -

w-v/4



. Audit Division S C H E D U L E  B. D E V E L O P I N G  C O M M E R C I A L  FISH SPECIESPouch SA
Juneau, Alaska 99811-0400 Fisheries Bus. Lie. No. B ? -0 4 6 _

'Developing commercial fish species are taxed at a lower rate than established species. Use this schedule only to report fish and shellfish 
species that have been designated as "developing" by the Alaska Department of Fish and Game. A list of these species is printed on the back 
of this schedule. To report fish species that do not appear on the list of developing species, use Schedule A.
Please read the instructions and definitions on the back before completing this schedule.

Department o! Revenue, A L A S K A  F I S H E R I E S  B U S I N E S S  R E T U R N

DO NOT INCLUDE 
ESTABLISHED COMMERCIAL FISH SPECIES 

SEE SCHEDULE A
A. SHORE-BASED FISHERIES BUSINESS B. FLOATING FISHERIES BUSINESS

Pounds j Total Value Pounds Total Value
1. Fisheries resources processed that were taken in 
company-owned or company-subsidized boats 
operated by employees of the fisheries business or 
In boats operated under lease or other arrangement. 
Complete a Schedule C for each column entry.

(1A)

S

(1B)

S
2. Fisheries resources processed that were pur­
chased by your company from fishermen qualifying 
for exclusion from payment of the tax. Enter Total 
Pounds and Total Value from Schedule D in the 
appropriate column.

(2A)

S
-

(20)

. f  '.'...Ir

3. Fisheries resources processed that were pur­
chased by your company except those resources in­
cluded on line 2. Complete a Schedule C for each 
column entry,.-.. .— ’ • 2 6 1 ,9 3 5

(3A)

7 6 0 ,0 3 7  
s '

. . .  :.

(3B) . •

• kl.'. ...
S

4. Fisheries resources tnat your company custom 
processed for someone other than a licensed 
fisheries business. List the name of the person/com­
pany owning the product which was custom pro­
cessed. Attach Schedule E, Owner’s Statement of 
Value, for each person/company you list.

•**••• • • *

* ;*.v * *•. •
i ■ ” *’*■** • . •'•clC . ' *4 f ?

• ’v -* • r-
<3) s S
(b) -
<c)
fd)
(e)
(0
(a)
(h>
(i)
5. Fisheries resources that were custom processed 
tor your company. List the name of the company that 
processed the resource. Complete a Schedule C for 
each column entry.

.. . -’«* .

. • • • • ,V* *•-' . *.- "* •>.
• •* * *.

• r i  v **'• V :»’ .* • • «... * •
..v'.V:

■ -  .. . - . ' f -
(a) s s
(b)
(c) . V...-
(d)
(e)
(0 •
(QJ
<h)
(i) •
6. Other fisheries resources transported outs.de the 
taxing junsdiction ol Alaska for subsequent process­ing or sale, or sold cutside the taxinq jurisdiction of 
Alaska. List the name of the person/company that 
purchased the product. Complete a Schedule C lor each column entry.

, --7

-».T;

- ..
U ■ *-*••• ,1 •

f . • %••*»•»* '*• . . f • i • • ,r . • r~*. ; #* •' L .* -• •- s -

(at s s
(b)
(0
(d)
(*>
(f)

7. TOTALS. Add categories 1-6. Enter (7A) on page 1 
of the Return, line 4. Enter (7B> on page 1, line 5.

(7A)

s760,037 • . j , -

(7B)

S
04 174 ninrsi)



0
*6

7
4

 
/. 

(1
1

8
1

1

r I

Dcparlmonl of Rovonuo 
Audit Division 
Pouch SA
Junoau, Alaska 90811-0400

ALASKA FISHERIES BUSINESS RETURN 
SCHEDULE A. ESTABLISHED COMMERCIAL FISH SPECIES

•Ml
Fisheries Dus. Lie. No. 8 2 - 0 4 6

flit

IM PORTANT. Dcfore corupleling this schedule, please read the list 
o f Developing Commercial Fish Species printed on the back o f 
Schedule B. Any fishery resource processed that Is Included on this 
list is taxed at a lower rate and must be reported on  Schedule B.

CUSTOM  PROCESSORS. Use Schedule A  only to report those 
established commercial fish species which you custom processed 
for someone other than a licensed fisheries business. Y ou are not 
liable for the tax on fisheries resources you custom processed for 
another licensed fisheries business. Y ou  must, however, report on 
Schedule F those resources that you custom processed for another 
licensed fisheries business. -

GENERAL INSTRUCTIONS

Before completing this form, please read carefully each category ns 
described on lines 1*7. This will help you determine which 
categories apply to your fisheries business.

M oke your entries in colum n A  only for salmon conned at a shore- 
based cannery. For fisheries resources other than canned salmon 
which were processed at n shore-based fisheries business, m ak e ' 
your entries in column B. For fisheries resources processed on a t -  < 
floating fisheries business, make your entries in colum n C , '- ! •

I j ' & l; • I v.-i
? 51 !

If this return Is for  a shore-based fisheries business which floats, y  t -  
form 04-575 Vessel Itinerary must be com pleted. M ake your en lr ie s li. 
as a shore-based business only if the vessel was anchored In one f 
spot ond did not m ove from  that anchorage for any reason during 
the entire calendar year. 'L [ .

■ > i

DEFINITIONS O F  VALUE • 15 A A C  75.300
, • • 

VALUE means the actual price paid for the fisheries resource by 
(lie fisheries business, including Indirect consideration such os fuel, - ' " 
supplies, or  gear, whether paid at (lie time o f purchase o f the* •

•• fJ'S
• * . *--i • -tii?*

fisheries resource or  tendered as a deferred, delayed, or  advance 
payment, except that V A LU E means (lie market value o f  the 
fisheries resource if the fisheries resource Is taken in company- 
owned or  company-subsidized boats operated by employees o f the 
fisheries business o r  In boats which are operated under lease or 
oilier arrangement.

M A R K E T  VALU E means the prevailing value paid for fisheries 
resources o f  like kind and quality by fisheries businesses In the same 
market area to fishermen who own their vessels.

If you CUSTOM  PROCESSED a fisheries resource for som eone 
other than a licensed fisheries business, you ore liable for payment 
o l  (he tax. List the VALUE o f Hie resource as reported to you on 
the Owner's Statement o l  Value, Schedule O.

NOTE: Each entry you make in a Total Value column must be sup­
ported by a schedule C , D  or  E os appropriate that shows, In 
addition to other items, the species that are included In that entry. 
For lines 1, 3 , 5 ,6  and 7, complete a Schedule C for each entry. For 
line 2, attach a Schedule D for each eulry. For line 4, allajch a 
Schedule E (or each entry. I

DO NOT INCLUDE 
DEVELOPING COMMERCIAL FISH SPECIES 

SEE SCHEDULES

A. SALMON CANNED AT A SHORE- 
BASED CANNERY

B. SHORE-BASED FISHERIES BUSINESS 
(DO NOT INCLUDE SALMON CANNED 
AT A SHORE-BASED CANNERY)

C. FLOATING FISHERIES BUSINESS

Pounds Total Valuo Pounds Total Value Pounds Total Valuo
1. Fisheries rosourcos procossod that woro taken In 
compony-ownod or company-subsldlzad boats 
operated by employees ol tho fisheries business or In 
boats oporatod under lease or other arrangement. 
Complole a Schodulo C for each column entry.

(1A)

$

(1B)

$

(1C)

$
2. Flshorlos tcsourcos processed that wore purchased 
by your company Irom llshormon qualifying for exclu­
sion from paymont of Iho lax. Enter Total Pounds ond 
Total Value Irom Schodula D In the appropriate 
column(s). : r. : y \ L

5 *

(2A)

$

• f , (2B>

j
s

■ (2C) . 

$
1

3. Fisheries rosources processed that were purchased 
by your company except Ihoso rosourcos Includod on 
line 2. Comploto a Schodulo C lor oach column entry.

i
J '■•.! ; ■

(3A)

$ 3 , 4 3 7 , 0 8 8

I30) ... 

j ? , 1 0 4 ,  764

<3C)

$

SUBTOTALS. Add linos 1-3 In each column. Entor sub­
totals on the back ol this Schodulo A. lino S.

:  ;•; /..li:,*i, (A) (B» i • '# •*. I '• 1 *•* . ' .• ; 1 ■ »•. -
• •• i •.>;. J. •

(C)

• S £ , 1 6 4 , 7 6 4 a Vl • • ' '
$
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D O  N O T  I N C L U D E  

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

S E E  S C H E D U L E  B

A. S A L M O N  C A N N E D  A T  A  S H O R E -  

B A S E D  C A N N E R Y

B. S H 0 R E - 3 A S E D  F I S H E R I E S  B U S I N E S S  

( D O  N O T  I N C L U D E  S A L M O N  C A N N E D  

A T  A  S H O R E - B A S E D  C A N N E R Y )

C. F L O A T I N G  F I S H E R I E S  B U S I N E S S

P o u n d s Total Valuo P o u n d s Total V a lue P o u n d s Total Val u o

Fisheries rosourcos that your c o m p a n y  c u s l o m  pro- 
seed 1 or s o m e o n e  othor than a licensed llshor/os 
sincss. Llsl tho n a m o  ol tho person / c o m p a n y  o w n i n g  
J product w h i c h  w a s  c u s l o m  processed. Attach 
module E. Owner's Slalemont ol Value, lor each 
:rsori/company y o u  llsl.

■ • • .*1*
• ^
: «?• * .*••*»• • »

•>'. . ■ ,-i V ' 
;- i i v ■■■ :; •

i.’ ’’ ,:f:' I1*'
i* 5 i'v;'v'l. i • ; • .* -j*’.,
• v * r  .

‘fr'rC '-v i

4 a m i w t

:*\*5

) s $ s

I •i* *• .. .* p

i • ft; „ ..

I
*

1

‘

)
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D e p a r t m e n t  of R e v e n u e  

Audit Division 

P o u c h  S A  )
Ju neau, A l a s k n  99811-0400

7 /
ALASKA FISHERIES BUSINESS RETURN 

SCHEDULE C. FISHERIES RESOURCES PROCESSED 
BY SPECIES

Fisheries Bus. Lie. No. 8 2 - 0 4 6

Com plete as many Schedules C  as necessary to  support the appropriate 
Total Value colum n entries m ade on Schedules A  and B. For Schedule
A . separate Schedules C  are required for  lines I. 3 . 5, 6  and 7. For 
Schedule B. separate Schedules C are required for lines 1. 3 . S and b.

F or exam ple, if you  canned King. C oh o  and Chum Salmon as a shore- 
nascti cannery, and all o f the salmon w ere purchased fresh at the d ock , 
you correctly m ade an entry on  Schedule A  at line 3 . colum n A . That 
entry would be supported by this Schedule, showing detailed inform a­
tion about each o f  the three species o f  salm on you processed.

F or line category entries m ade on  Schedule A . line 5, o r  Schedule B . line 
5. you must provide a separtate Schedule C  for  each person o r  com pany 
that custom  processed fo r  your com pany.

For line category entries m ade on Schedule A . lines 6 and 7. or Schedule
B, line 6. you  must provide a separate Schedule C fo r  each person or

com pany that purchased the resource which was transported unpro­
cessed out o f  Alaska's taxing jurisdiction.

For exam ple, if you transported unprocessed fisheries resources out o f 
Alaska's taxing jurisdiction and sold them to com panies A  and B. com ­
pany A s  name would appear in (he box  requesting "Name o f  Person or 
C om pany" in the first schedule below . The information for  the species 
which were purchased by com pany A would then appear in the 
corresponding spaces. The next schedule would then be com pleted for 
the resources sold to com pany B.

N OTE FOR SCHEDULE B ENTRIES: Herring, shrimp, and certain 
species o f crab  are considered to be developing species only in certain 
areas. Additionally, shrimp are "developing species" in som e areas only 
when caught with pot gear. For these species only, you must list the area 
where caught. For shrimp, you  must also list the type o f  gear used.

T H I S  F O R M  C O N T A I N S  F I V E  S C H E D U L E S  C. U S E  A D D I T I O N A L  P A G E S  A S  N E C E S S A R Y .

First ccrriDlste the b o x e s  immediately b e l o w  

b y  transferring information directly from 

Schedule A  or S c h e d u l e  B. For e a c h  species 

included in the totals y o u  enter below, provide 

the information requested in the b o x e s  to the 

right.

This S c h e d u l e  supports the entry m a d e  at: 

SCHEDULE UNE COLUMN

A  3 B
Name o» Person or Comwrrv (lor Scneduto A. lines 5.6 or 
7 or4/. and Sovodule B. lines 5 or 6 only)

T O T A L  P O U N D S  ( F r o m  S c h e d u l e  A  or B  entry)

3 , 4 3 7 , 0 8 8  l b s

T O T A L  V A L U E  ( F r o m  S c h e d u l e  A  or B  entty)

$ 5 , 1 6 4 , 7 6 4

SPECIES OP FISHERIES RESOURCE
AREA WHERE CAUGHT AND TYPE OF GEAR AS APPLICABLE TO SCHECULE B

TOTAL POUNDS OF THAT SPECIES
averageVALUE PER POUND total vaiueFOR THAT STECIES

<ING CRAB 8 1 1 . 9 7 ? i 3 . 5 0 4 2 . 8 4 5 . 5 2 0
DUNGENESS CRA 3 7 3 2 , 3 7 ' r . 7 4 9 5 4 7 , 7 9 1

TANNER CRAB 7 1 6  .9 1 ? 1 . 6 2 1 . 1 6 1 . 5 4 0
<TNG SALMON 47 ( i . 6 6 6 3 1 7
PED SALMON 2 0 2 . 4 9 ^  . 9 3 8 1 8 9 . 9 8 7
P INK SALMON 1 9 1  . 30 ( ) . 2 5 9 4 9 . 5 0 0
"HUM SALMON 5 7 8 , 0 2 - I . 4 3 8 2 5 3 . 0 2 0
:OHQ S A L M O N . . 19 .5  ,.84! L . 5 5 9 1 0 9 . 4 5 8
TAT.TBTTT1 7 , 6 8 - i . 9 9 7 . 6 3 1

First c o m p l e t e  the b o x e s  immediately b e l o w  

b y  transferring information directly from 

Sche d u l e  A  or S c h e d u l e  B. F c r  each species 

included in the totals y o u  enter below, provide 

the information requested in the b o x e s  to the 

rijtht.

This S c n e d u l e  supports the entry m a d e  at 
SCHEDULE UNE COLUMN

3  3 A
Nuna ol Paraon w  Cnmruur Her Sc-nduM A. Imas 5.6 or 
T ooiy. and Scnedui j B, lines 5 of 6 only)

T O T A L  P O U N D S  ( F r o m  S c h e d u l e  A  or B  entry)

2 6 1 , 9 3 5 1 b s
T O T A L  V A L U E  ( F r o m  S c h e d u l e  A  or B  enlry) 

$ 7 6 0 , 0 3 7

• * V  :*

SPECIES OF FISHERIES RESOURCE
AREA WHERE CAUGHT AND TYPE OF GEAR AS APPLICABLE TO SCHEDULE B

TOTAL POUNDS OF THAT SPECIES
AVERAGE VALUE PER POUND TOTAL VALUE rORTHAT SPECIES

SCALLOPS 2 3 7 , 9 2 > 3 . 1 4 7 7 4 8 , 7 4 1
BLACK COD 1 , 9 0 ) . 9 5 1 , 8 0 5
P A C IF IC  COD 1 8 , 4 0 ) . 3 0 4 5 , 5 9 2
ELAMS 3 . 7 1 3 1 . 0 5 3 , 8 9 9

**

1
0*574 001/01)



Alaska department of revenue
A u d i t  Division 

P o u c h  S A

J u p e o u ,  A l a s k a  9 9 8 1 1

/

S E A F O O D  M A R K E T I N G  

A S S E S S M E N T  R E T U R N

AS 16.51.160

D U E  D A T E :  

M A R C H  3 1  

f o l l o w i n g  the 

a s s e s s m e n t  yes

Name (Person, Firm cr Corporation)
A L A S K A  F R E S H  S E A F O O D S ,  I N C .

Assessment Year
1 9 8 2

This return is an:

Vj'ling AOdress Employer's I.D. orSocial Security No. >£X Original Return
ROY A 4 7 9 1 1 0 4 3 4 9 5

City. State. Zip Cooe Daytime Telephone Numoer □ Amended Return
T r n n r A Y  AT.A.qYA q q f i i R 9 0 7  > 4 8 6 - 5 7 4 9

Add all values entered in the TO T A L  V A LU E  colum n from  each Alaska Fisheries Business Return filed fo r  the assessment year (p a g e l, lines 1 
Enter each total in colum n C. below .

A . Fisheries Business 
License Number B. L ocation o f  Operation or  Vessel Name C. Value o f  Seafood  

Products O ffice  Use On

8 2 - 0 4 6 1 0 5  M A R I N E  W A Y ,  K O D I A K ,  A K s 5 , 9 2 4 , 8 0 1

. . . t r
v s ••••••

-

v r. ..t• “ T

1. Total value o f  seafood  products listed in colum n C. (If less than S 50.000 . skip lines 2  - 5, 
sign the return and file it on  or  before the due d a t e . ) ...................................................................

2. Multiply the value entered on  line 1 by .254 ( .0 0 2 ) .............................................................

2. Penalty for late filing (5% ppr 3 0  day period not to  exceed 2 5 % ) ..............................

4 . Interest (12%  a y e a r ) ......................................................................................................................

5. Total assessment (A d d  lines 2  through 4 ) ..............................................................................

5 , 9 2 4 , 8 0 1

2. 1 1 , 8 4 9 . 6 0

3.

4.

1 1 , 8 4 9 . 6 0

/ declare under penally ol per/ury thar this return, including any accompanying statements, has been examined by me and to the best oljny knowledge and beliel is true. corrjKt and complete. .
Ŝ '/jturo ot Processor / S  *
A --  / —  /UC-Zr-t'Y A
S>yheiure ot Agent " (/ £/ Date

File this return o n  

before M a r c h  3 1 ,  w i t h  ; 

a s s e ssment d u e  (line 

M a k e  y o u r  rcmitta 

p a y able t o  th e  A l a  

D e p a r t m e n t  o f  R c v e n

04-578 (12/82) Thank you.



A L A S K A  S T A T E  L E G I S L A T U R E  

H O U S E  O F  R E P R E S E N T A T I V E S  

R E S E A R C H  A G E N C Y

November 15 ,1984

MEMORANDUM

TO: Representative

FROM: Sharman Haley

Legislative An

RE: Legislative History of the Raw Fish Tax

Research Request 85-039

The raw fish tax, AS 43.75.010-.140, dates from statehood. The law pro­

vides for a tax on raw fish purchases by canneries, cold storages, and 
other processors. As of 1978, the statute levied a tax of from one to 
four percent of the purchase price depending on the specific fishery 
resource and the type of processing facility. Fishermen selling to

floating processors outside State jurisdiction were also subject to 

the tax. Twenty percent of the tax revenues were refunded to the 

borough and/or first class city in which the facility was located. As 

you requested, a five-year history of bills affecting the raw fish tax 

is presented in this memorandum.

1979-1980

Thirteen bills amending the raw fish tax statutes were introduced dur­

ing the Eleventh Legislature. House Bill 571 and SB 448, identical

bills sponsored by Representative Hayes and Senator Kelly respectively, 

were omnibus tax relief bills suspending the raw fish tax as well as a 

host of other taxes. These bills saw little legislative action. House 

Bill 340, introduced by Representative Gardiner, also saw little action. 

The bill would have tied the reporting and enforcement of regional aqua­

culture assessments to processor licensing under the raw fish tax 
statutes. House Bill 227 would have eliminated the distinction between 

floating and shore-based cold storages, thereby reducing the tax rate 

on the floating facilities from four percent to one percent. This pro­

posal by Representative Osterback did not move from the House Resources 
Commi ttee.

House Bill 306, sponsored by the Governor, was a thorough overhaul of 
the raw fish tax statute. The bill:

• imposed a uniform six percent tax on all processors;

• increased revenue sharing with the local government unit to 
33-1/3 percent;

Pouch Y , State Capitol 
Juneau, Alaska 99811 

(907) 465-3991
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• required that half of the local revenue sharing be spent on 
docks or other fishery enhancement projects;

• directed an additional 33-1/3 percent of the revenue to the 

Commercial Fishing and Agriculture Bank; and

• upgraded the bond requirements for salmon exporters.

Bills introduced by Senator Kerttula (SB 132) and Representative Branson 
(HB 83) also addressed local revenue sharing, raising it to 50 or 60 per­

cent, respectively. The Governor's bill was modified by the Senate Com­

munity and Regional Affairs Committee, grafted on to Senator Kerttula's 

bill number, and enacted into law as Chapter 79 SLA 1979. The legisla­

tion deleted all references to "raw fisheries products," replacing the 
phrase with "fisheries resources." Hence "raw fish tax" is now some­

thing of a misnomer; the statutory name is Fisheries Business Tax.

The stated purposes of the act were to:

1) insure that the state is able to continue its efforts toward 
overall fisheries-related development programs by raising addi­
tional revenue to pay for its programs;

2) make the imposition of the fisheries tax more uniform among 

fisheries businesses; and

3) provide funding for the development of new fisheries.

The tax rates established by Chapter 79 SLA 1979 are as shown in the 

table below:
i .

Shore-based 
Processor

Canned Salmon 4.5?

Developing Commercial

Fish Species* 1.0?

Other Fisheries 
Resources 3.0?

Floating

Processor

5.0?

3.0?

5.0?

*Developing commercial fish species are defined in AS 16.05.050(12) 
as species in a specific region for which the optimum yield harvest 
has not been reached, a substantial portion of the harvest has been 

allocated to foreign fishing, or commercial harvest of the species 
recently developed.



Under Chapter 79, a person v/ho transports or sells a fisheries resource 

outside the jurisdiction of the State is liable for the tax which would 

otherwise be paid by the processor.

The legislation provided for 20 percent revenue sharing to local govern­

ment, and 20 percent to the Commercial Fishing and Agriculture Bank. 

Second class cities were made eligible for revenue sharing as well as 

first class cities. The new revenue sharing formula was to begin with 

calendar year 1980 taxes. The legislation also increased the bonding 

requirements for salmon exporters to $50,000. The bond covers not only 

payment of the tax to the State, but also payment to the fishermen for 

the salmon.

Three pieces of legislation passed in 1980 made corrective amendments 

to the 1979 enactment. House Bill 192 (enacted as Chapter 155 SLA 1980) 

corrected the starting date of the new revenue sharing formula to taxes 
collected for calendar year 1979. The House Judiciary Committee deleted 
the penalty provisions from the act so as not to duplicate the criminal 

code. These repealers were offered in CSHB 354, and later incorporated 
in SB 313 and enacted as Chapter 113 SLA 1980. The House Judiciary Com­

mittee also made a corrective amendment suggested by the code revisor 
deleting the definition of "year". This correction was incorporated 

into SB 277 and enacted as Chapter 94, SLA 1980.

A bill which was a forerunner of legislation creating the Alaska Sea­
food Marketing Institute was passed by the legislature in 1980 but 

vetoed by the governor. The original version of HB 962 provided proces­

sors with a tax credit of up to 15 percent of the fisheries business tax 
liability for donations to a nonprofit corporation organized to improve 

the quality of and to develop markets for Alaska seafood. The final 

version, SCSCSHB 962, established a fisheries business tax grant fund 

financed by appropriations from the legislature. The bill- authorized 

grants to a nonprofit seafood marketing corporation of up to 15 percent 

of the fisheries business tax paid by members of the corporation in the 

preceeding year. The governor vetoed the bill due to constitutional 

problems.

1981-1982

Several amendments to the fisheries business tax statutes were made 

by the Twelfth Legislature. Senator Eliason introduced SB 200, which 

would have relieved freezer boats from tax liability if the processors 

to which they sell were regulated by the statute. His proposal was 
incorporated into HB 460, which was introduced by the House Resources 

Committee. House Bill 460 also increased revenue sharing to local 

governments from 20 to 50 percent of tax revenues starting with tax 

year 1982. As a transitional measure, revenue sharing was pegged

Rep re se nta ti ve  Cato

November 15, 1984
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at 30 percent of 1981 fisheries business taxes. After a complicated 

passage, SCSCSHB 460 (Fin)am S (efd am H) was enacted as Chapter 117 
SLA 1981.

Other fisheries business tax legislation considered but not passed by 

the Twelfth Legislature included HB 422 by Representative Malone. The 

bill would have shifted the tax liability from fish processors to fish 

purchasers. Senator Mulcahy also introduced a bill, SB 523, to clarify 

the language defining "value" as used in calculating tax liability. 
Some of this clean-up was accomplished in HB 460.

Representatives Zharoff and Bettisworth proposed in HB 103 to repeal 

the fisheries business tax entirely. This bill saw no action.

1983-1984

Three pieces of legislation offered in the Thirteenth Legislature would 
have established a fisheries business tax credit program. None of these 

proposals were enacted. Senator Ferguson proposed (in SB 191) a rate 
reduction of one-half percent for businesses that also pay the seafood 
marketing assessment under AS 16.51.120. Senator Mulcahy proposed (in 

SB 379) to grant up to a 50 percent credit on tax liability for pur­

chases of equipment used in processing a developing commercial fish 

species. The Senate Resources Committee Substitute for this bill 

restricted the credit to equipment for processing bottomfish.

Representative Zharoff also sponsored legislation granting a tax credit 

of up to 50 percent of the fish tax liability. Under his proposal, 

credits would have included expenditures for improvement of quality con­

trol and upgrading or modernization of processing facilities as well as 

expenditures for equipment used in processing developing commercial 

species. The House Special Committee on Fisheries' version of HB 518 

generalized the credit to apply to any capital expenditure but restric­

ted its application to shore-based canneries and limited the applica­

tion of credits to no more than five consecutive years. The bill would 

have required the Department of Revenue to make an annual report to the 

legislature describing the expenditures for which the credit was granted 

and the attendant increases in employment or processing capacity. The 

bill was in House Rules Committee when the legislature adjourned.

* * * * *

I hope that this memorandum has provided you with the information you 

sought. If you would like more detailed information regarding any of 
the measures discussed above or if you have any further questions, 
please don't hesitate to call me.
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(File No. 5128). 62 7  P.2d 2 0 5  (1981).

T h e  p u r p o s e  of e x c l u d i n g  "i n s u r­

a n c e  b u s i n e s s e s "  f r o m  th e  c o v e r a g e  of 

A S  43.70.030(a) b y  virtue of the definition 

in paragraph (1) is apparently to avoid 

taxing these businesses twice, since 

insurers are subject to a p r e m i u m s  tax 

imposed b y  A S  21.09.210. N o r t h e r n  

Adjusters, Inc. v. D e p a r t m e n t  of Revenue, 

Sup. Ct. Op. No. 2 3 3 2  (File N o .  5128), 62 7  

P.2d 2 0 5  (1981).

T h e  t e r m  " i n s u r a n c e  b u s i n e s s e s "  

d o e s  n o t  include adjusters. N o r t h e r n

Adjusters, Inc. v. D e p a r t m e n t  of Revenue, 

Sup. Ct. Op. No. 2 3 3 2  (File No. 5128), 627 

P.2d 205(1981).

B e c ause adjusters are not "insurers” 

subject to the p r e m i u m s  tax, they should 

not be viewed as "insurance businesses” 

e x e m p t  from the general license tax. 

N ort h e r n  Adjusters, Inc. v. D e p a r t m e n t  of 

R evenue, Sup. Ct. Op. No. 2 3 3 2  (File No. 

5128), 627 P.2d 205 (1981).

A p p l i e d  in K e t chikan S pruce Mills v. 

D e w e y ,  17 Al a s k a  3 3 6  (1957).

S e c . 43.70.120. S h o r t  t i t le .  T h is  c h a p te r  m ay  be cited  as th e  A la sk a
B usiness L icense A ct. (§ 1 ch  43 SLA  1949)

{.

C h a p t e r  7 5 .  F i s h e r i e s  T a x e s .
A r t ic le
1. T a x e s  a n d  Licenses (§§ 43.75.010 —  43.75.055)

2. T a k i n g  of Fisheries Products W h i c h  A r e  Sold Outside T a x i n g  Jurisdiction

(§§ 43.75.100 —  43.75.120)

3. General Provisions ($§ 43.75.130 —  43.75.140)

O p i n i o n s  of atto r n e y  general. —  A  

native business enterprise incorporated 

under the Indian Reorganization A c t  of 

1934, 48 Stat. 987, 25 U.S.C.A. § 4 7 6  et 

seq., w h e t h e r  it be a cooperative store or a 

cannery, doing business outside of a n  

Indian reservation is subject to the Al a s k a  

Business License Act, A S  43.70, a n d  this

chapter, even though those businesses 

m a y  be operated by Alaska Natives w h o  

h a v e  incorporated u n der the Indian 

Reorganization Act of 1934. Conversely, 

such native business enterprises doing 

business within a reservation are not s u b­

ject to these state taxes. 1978 Op. Att'y 

Gen., No. 16.

N O T E S  T O  D E C I S I O N S

C i ted in Northern Adjusters, Inc. v. 

D e p a r t m e n t  of Revenue, Sup. Ct. Op. No.

2 3 3 2  (File No. 5128), 6 2 7  P.2d 205 (1981).

istness of 

ant m a d e  

us of laxa- 

r n m e n l  by 

• th a m e n d -  

nstitution.

! Printing 

p. 169 i D.

1 a r c  not 

••( this sec- 

;rp»ses of 

•• Depart- 

No. 2332

A r t ic le  1. T a x e s  a n d  L ic e n s e s .
Section

11. Fisheries business license 

15. Fisheries business tax 

17. Exclusion from fisheries business 

tax

Section

20. Application for license

30. Filing return a n d  p a y m e n t  of tax

55. Security for collection of taxes

a
181



§ 43.75.010 A l a s k a  S t a t u t e s § 43.75.015

N O T E S  T O  D E C IS IO N S

S ta te  l ic e n s e  ta x  o n  s a lm o n  
c a n n e r ie s  w ith  its  r e v e n u e  s h a r in g  
p r o v is io n  is  n o t  d i f fe r e n t  in  k in d  fr o m  
g e n e r a l  g r o s s  r e c e ip ts  ta x  o f  A la s k a  
B u s in e s s  L ic e n s e  A c t .  —  S ee  Liberati v. 
B ristol B ay B orough , Sup. C t. Op. N o.

1755 (F ile  N o. 3365), 585 P.2d 87811978).
T h e r e  is  n o  g e n e r a l p r o h ib it io n  

a g a in s t  l ik e  m u n ic ip a l a n d  sta te  ta x e s . 
L iberati v. Bristol B ay Borough, Sup. C t. 
O p. No. 1755 (F ile N o. 3365), 585  P.2d 878 
(1978).

C o lla te r a l r e fe r e n c e s —  35  Am . J u r. 
2d, F ish and G am e. $ 45. 71 A m . Jur. 2d, 
State and L oca l T axation . §§ 392-401.

3 6 A  C .J.S.. F ish, 5 36.
C onstitutional exem ption  from  taxation , 

as subject to leg isla tive  regulation  
respecting cond ition s o f  its assertion . 4 
A L R 2d 744.

P ow er o f leg isla ture  to  rem it, release, or  
com prom ise tax c la im . 28 A L R 2d  1425.

W hen  righ t to refund o f  state  or local 
taxes accrues, w ithin  statute lim iting  t im e 
for applyin g fo r  refund, 46 A L R 2d  1350.

L egislative pow er to exem pt from  ta x a ­
tion property , purposes, or  uses additional 
to those specified  in  constitu tion , 61 
A L R2d 1031.

Financia l hardship or inability  to pay 
taxes as rendering inapplicable statutes 
d enying  rem edy by injunction against as­
sessm ent o r  collection  o f  tax, 65 ALR2d 
550.

P aym ent o f  taxes to prevent closing of, 
or interference with, business as involun­
tary  so as to perm it recovery, 80 A LR2d 
1040.

W h at constitutes m anufacturing and 
w ho is a m anufacturer under tax laws, 17 
A L R 3d 7.

V alid ity  and  construction o f  state stat­
ute m aking successor corporation liable 
for taxes o f  predecessor. 65 AL R3J 1181.

S e c .  4 3 . 7 5 . 0 1 0 .  F i s h e r i e s  b u s i n e s s  l i c e n s e s .  [ R e p e a le d .  §  1 3  c h  7 9  

S L A  1 9 7 9 .  F o r  c u r r e n t  la w ,  s e e  A S  4 3 . 7 5 . 0 1 1 . ]

N O T E S  T O  D E C IS IO N S

S ta te  l ic e n s e  ta x  o n  sa lm o n  
c a n n e r ie s  w ith  its r e v e n u e  sh n r in g  
p r o v is io n  is n o t  d i f fe r e n t  in  k in d  fr o m  
g e n e r a l g r o s s  r e c e ip t s  tax  o f  A la s k a  
B u s in e ss  L ic e n s e  A c t . —  See L iberati v. 
Bristol Bay B orough, Sup. Ct. Op. No.

1755 (F ile  No. 3365). 585 P.2d 87S (1978).
T h e r e  is n o  g e n e r a l p r o h ib it io n  

a g a in s t  lik e  m u n ic ip a l a n d  sta te  taxes. 
L iberati v. Bristol Bav Borough. Sup. Ct. 
Op. No. 1755 (F ile  N o.'3365). 565 P.2d 673 
(1978).

S e c . 43.75.011. F i s h e r ie s  b u s in e s s  l ic e n s e . A person engag in g  or 
a tte m p tin g  to  en g ag e  in  a  fish e rie s  b u sin ess  sh a ll firs t apply for and 
o b ta in  a  license a s  prov ided  in A S 43.73.029. (5 3  ch 79 SLA 1979)

C r o s s  r e fe r e n c e s . —  Fur leg islative see *4 I anil 2 . ch. 79. SL A  1979 in the 
findings and purpose re latin g  to A S  43.75, Tem porary and Special Acts.

S ec . 43 .75.015. F is h e r ie s  b u s in e s s  ta x . (a) A person engaged  in a 
fish e rie s  busin ess  is liab le  for a n d  sh a ll pay th e  tax  levied by th is
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section on the value of each of the following fisheries resources pro­
cessed during the vear at the rate set out after each:

(1) salmon canned at a shore-based cannery — four and one-half per 
cent;

(2) salmon processed by a shore-based fisheries business, except 
salmon for which the tax is due under t l)  of this subsection, and a ll 
other fisheries resouices processed by a shore-based fisheries business 
— three per cent;

(3) fisheries resources processed by a floating fisheries business — 
five per cent.

(b) Instead of the taxes levied by (a) of this section, a person who 
processes a developing commercial fish species is liable for and shall 
pay a tax equal to

(1) one percent of the value of the developing commercial fish species 
processed by a shore-based fisheries business during the year; and

(2) three percent of the value of the developing commercial fish 
species processed by a floating fisheries business during the year.

(c) A person engaging or attempting to engage in a fisheries busi­
ness who firs t actually and physically processes the fishery resource, or 
a person who purchases a fishery resource that is frozen from a person 
excluded by AS 43.75.017 from liab ility  for the tax. is liable for and 
shall pay to the department the entire tax imposed by this section. In 
determining this tax liab ility , the person may deduct from the value of 
the fishery resources processed the value of fishery resources that are 
canned or processed for other fisheries businesses. A person taking the 
deduction authorized by this subsection shall report all information 
relating to the deduction in accordance w ith regulations issued by the 
department. (§ 3 ch 79 SLA 1979; am §8 5, 6 ch 117 SLA 1981)

E ffe c t  o f  a m e n d m e n ts . —  T h e  1981 43.75.017 from  liability  for the tax"
am endm ent, substitu ted  "w ho processes" follow ing "processes the fishery resource"
for "engaged  in  a fishery bu siness w hich in the first sentence, deleted "n ot"
includes processing" preceding "a  preceding "deduct" in the second sentence
develop ing com m ercia l fish”  in the and substituted the present third sentence
introductory language o f  subsection ib>, for "hut shall include that value as part o f
ar.d in subsection  tc». added "or  s  person the value o f  the fishery resources pro-
who purchases a fishery resource that is cessed."
frozen from  a person excluded by AS

N O T E S  T O  D E C IS IO N S

A ta x  o n  the b u s in e ss  o f  c a t c h in g  an d  
e n n n in g  s a lm o n  is n o t  a  p r o p e r ty  tax. 
Pacific Am . F isheries v. T erritory  o f  
A laska. 2  F.2d 9 «9th C ir. 19241. a il'd . 269 
U.S. 269. 46 S. CT. 110. 70 L. Ed. 270 
11925).

" C a n n in g "  is  a c t iv ity  o f  s a lm o n  
c a n n e r y  w h ich  is  ta x ed . —  U nder lon g er  
A S 43.75.010. the .-.limnn cann ery  activitv  
which w as taxed  is that o f  “ ca n n in g .'

whether the raw  fish w ere purchased or 
otherw ise obtained. A rctic M.ud v. T erri­
tory o f  A laska, 27“  F.2,1 120 '9 th  t.'ir. 
I960 ', rov'd on other grounds. 366 I '.S . 
199. s i  -S. Ct. 929. 6 L. Ed. 2d 227 > 19611.

N o d is c r im in a t io n  in  fa v o r  o f  lo c a l 
c a n n e r s  a g a in st  fr e e z e r  sh ip s  u n d e r  
p r io r  la w . — S ee Alaska v. \rctic M aid. 
366 U.S. 199. SI S. Ct. 929. 6 L. Ed. 2d 227 
•19611.
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C o ld  s t o r a g e s  a n d  o t h e r  fish  p r o -  F o r  c a s e  d is c u s s in g  p r io r ity  o f
c e s s o r s . —  For cases constru ing  form er c la im s  fo r  lic e n se  tax es under prior law
law  requiring licenses for cold storages in  a  bankruptcy proceeding, see In re  K ing
and oth er fish processors, see T erritory  o f  Salm on Fisheries Co., 7 A laska 97 (19231.
A laska v. A rctic  M aid. 16 A lask a  126.1-40 C o n s t itu t io n a lity  o f  fo r m e r  p r o v i-
F. Supp. 190 (D . A lask a  19561, a il'd . 366 s io n s  ta x in g  s a lm o n  c a n n e r ie s  o n  b a s is
U .S. 199. 81 S. Ct. 929. 6 L. Ed. 2d 227 o f  n u m b e r  o f  c a s e s  p a c k e d . — See T ern -
(1961); S ta te  v. W akefield  F isheries. Inc., tory o f  A laska v. Pacific A m . Fisheries. 7
Sup. Ct. O p. No. 779 (F ile  N os. 1397. A lask a  160. alTd. 2 F.2d 9 i9th  Cir. 19241.
1398). 495 P.2d 166 (1972); State v. R eefer a fTd. 269 U.S. 269, 46 S. Ct. 110. 70 L. Ed.
K ing  Co.. Sup. Ct. Op. N o. 1344 (F ile  Nos. 270 (1925).
2605. 2606. 2607), 559 P.2d 56 (1976).

I

S ec . 43 .75 .017 . E x c lu s io n  f ro m  f is h e r ie s  b u s in e s s  ta x . A person  
is  no t liab le  for th e  fish e rie s  b u s in e ss  ta x  u n d e r  AS 43.75.015 w hen the  
fishery  reso u rce  is frozen ab o ard  a  fish in g  vessel if

(1) th e  vessel is  o p e ra ted  a s  a com m ercial f ish ing  vessel u n d e r a 
v a lid  com m ercial f ish in g  license:

(2 ) th e  fishery  resou rce  is no t processed beyond head ing , g u ttin g  or 
c lean in g , freezing  an d  g laz ing :

(3) th e  fishery  resou rce  w as c a u g h t by th e  vessel; and
(4) th e  fishery  resou rce  is  sold by th e  person  c la im ing  a n  exclusion 

from  th e  ta x  to  a  fish e rie s  b u s in ess  licensed u n d e r th is  chap ter. (§ 7 ch 
117 SLA 1981)

S ec . 43 .75.020. A p p l ic a t io n  f o r  l ic e n s e .  <a) A pplication  for a 
license sh a ll  be filed w ith  th e  d e p a rtm e n t an d  accom panied by an  
in it ia l  fee of S25. A se p a ra te  in itia l fee is req u ired  for each p lan t 
specified in  th e  ap p lica tio n  covered by th e  license. The app lica tion  
sh a ll co n ta in  th e  n am e of th e  ap p lican t, th e  line of business to be 
licensed, p lace o f bu sin ess , an d  o th e r fac ts  w hich th e  d ep a rtm en t p re ­
scribes. T h e  ap p lican t sh a ll s ta te  th a t  th e  ap p lican t ag rees to  pay th e  
license ta x . and  th a t  th e  a p p lic a n t w ill m ak e  a  re tu rn  and pay  the  tax  
a t  th e  tim e  provided by law.

(b) U pon rece ip t of th e  ap p lica tio n  in  p roper form accom panied by 
th e  in itia l fee th e  d e p a rtm e n t sh a ll issue  th e  license. lit 2 ch S2 SLA  
1949: am  S 93 ch  59 SL A  19S2)

E ffe c t  o f  a m e n d m e n ts . —  The l ‘JS2 the d jt c  the application was actually 
am endm ent deleted "a s  o f  the date the m ailed" follow ing "th e license" in subsoc- 
application is filed o r  m ailed, and the tion  *bi. and. made other, m inor changes, 
applicant m ay c a m - on  the bu siness from

S e c . 43 .75 .030 . F il in g  r e t u r n  a n d  p a y m e n t  o f  ta x . m i A person 
sub jec t to th e  ta x  sh a ll file a re tu rn  s ta t in g  th e  va lu e  of fisheries 
resources processed  d u r in g  the  license y e a r , com puted as requ ired  by 
th is  ch ap te r , and  such  o th e r  in fo rm atio n  as  th e  d ep artm en t p rescribes 
by reg u la tio n . T h e  re tu rn  sh a ll show  th e  license n u m b er and shall be 
signed  by th e  ta x p a y e r  o r  an  a u th o riz e d  a g en t, under p ena lty  of p e r­
ju ry . If a  rece iver, t ru s te e , or a ss ig n  is o p e ra tin g  the p roperty  or busi-

§ 43.75.017 A laska S tatutes § 43.75.030
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ness, t h a t  perso n  s h a ll  file th e  r e tu r n  for th e  person . A ta x  due or. the  
basis  o f  such  a  r e tu r n  sh a ll  be collected  in  th e  sam e m a n n e r  a s  if  
collected  from  th e  p e rso n  o f w hose b u sin ess  th e  receiver, t ru s te e , or 
a ss ig n  h a s  custody  a n d  con tro l.

(b) T h e  r e tu rn  sh a ll be m a d e  on th e  basis  of th e  c a le n d a r y e a r to  th e  
d e p a rtm e n t a t  J u n e a u  befo re  A p ril 1 a f te r  th e  close of th e  ca len d a r 
y ear.

(c) T h e  d e p a r tm e n t m a y  a d o p t re g u la tio n s  for th e  g ra n tin g  of a  r e a ­
sonab le  ex ten s io n  of tim e  fo r f ilin g  a n d  m ay  g ra n t  a n  ex tension  o f tim e  
for filin g .'

fd) T h e  ta x  sh a ll be p a id  b efo re  A p ril 1 a f te r  th e  close of th e  ca le n d a r 
year.

(e) E v ery  p e rso n  e n g a g in g  o r  a tte m p tin g  to  en g ag e  in  a b u sin ess  for 
w hich a  license is re q u ire d  u n d e r  th is  ch ap te : sh a ll keep records, m ak e  
s ta te m e n ts  u n d e r  o a th , file r e tu rn s ,  an d  com ply w ith  a ll reg u la tio n s  
w hich  th e  com m issio n er of re v e n u e  m ay adopt.

(f) W hen th e  d e p a r tm e n t co n sid e rs  i t  is n ecessary , i t  m ay  re q u ire  a 
person , by  notice  se rv ed  upon  th e  person , to file a  re tu rn , m ake such  
s ta te m e n ts  u n d e r  o a th , o r k eep  a n d  d isp lay  to  such  records a s  it 
considers su ffic ien t to  show  th e  ta x  for w hich  th e  person  is liab le . I f  a 
person  fa ils  to  file a  r e tu rn  a s  p rescribed  by law  n r by reg u la tio n , or 
m akes, w ilfu lly  or o th e rw ise , a  false o r f ra u d u le n t re tu rn , th e  d e p a r t­
m en t sh a ll m ak e  th e  r e tu r n  from  th e  in fo rm ation  w hich it  can  ob ta in . 
A re tu rn  m ade by th e  d e p a r tm e n t is p rim a  facie good an d  su ffic ien t for 
a ll  legal purposes. (§ 3  ch 82 SLA  1949; am  §§ 2, 3 ch 146 SLA 1962; 
am  §§ 5, 6 ch 79 SLA 1979)

E ffe c t  o f  a m e n d m e n ts . —  T he 1979 
am endm ent substitu ted  "fish eries  
resources" for "raw  fish eries products" in 
the first sentence o f  su bsection  la), d eleted  
"A S  43 .75.010 —  43 .75 .050 o f '  preced ing  
"th is  chapter" in the first sen ten ce o f  su b ­

section (a ) and in subsection (e), deleted  
"su ch " preceding "records," preceding 
"statem ents." and preceding "retu rn s" in 
subsecti n te), and substituted "all reg u ­
lations wh. ch" for "su ch  regulations a s "  in 
subsection cl.

N O T E S  T O  D E C IS IO N S
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A p p lie d  in Schlothan v. T err itory  o f  
A laska. 276 F.2d 600 (9 th  C ir.i. cert.

denied. 362 l\ S . 990. SO S. C t. 1079, 4 L. 
Ed. 2d 1022 (I960).

S e c . 1 3 . 7 5 . 0 5 0 .  V i o l a t i o n s  a n d  p e n a l t ie s .  I  R e p e a le d .  $  4  c h  9 4  S L A  

1 9 7 6 :  #  3  c h  1 6 6  S L A  1 9 7 6 :  H  4 5 .  1 6  c h  1 1 3  S L A  I 9 6 0 .  F o r  c u r r e n t  

la w .  s e e  A S  4 3 . 0 5 . 2 2 0  a n d  4 3 . 0 5 . 2 9 0 . 1

S ec . 43.75.055. S e c u r i ty  f o r  c o lle c t io n  o f  ta x e s . Each a p p lican t 
for a license u n d e r  th is  c h a p te r  sh a ll, in  or w ith  th e  ap p lica tion , s ta te  
u n d e r  o a th  the  a m o u n t o f each  of th e  products w hich  the a p p lic a n t 
expects to  produce d u r in g  th e  license yea r. T h e  ap p lican t sh a ll fu r th e r  
s ta te  th e  e x te n t o f  lien ab le  re a l p ro p erty  ow ned by th e  ap p lican t in th e
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s ta te  a g a in s t w hich th e  ta x  m ay  be co llected  a n d  o th e r in fo rm ation  
w ith  re sp ec t to  d escrip tio n , location  a n d  v a lu e  of th e  p ro p erty  w hich th e  
d e p a r tm e n t p rescribes. I f  th e  lien ab le  v a lu e  o f  th e  p ro p e rty  is no t equal 
to  th re e  tim es th e  a m o u n t o f  the  ta x  for w hich  th e  a p p lic a n t w ill 
p ro b ab ly  be lia b le  u n d e r  th is  section , th e  d e p a r tm e n t m ay n o t issue  the  
license  u n til  th e  a p p lican t files  w ith  th e  d e p a r tm e n t a  su re ty  bond 
ap p ro v ed  by th e  a tto rn e y  g en e ra l in  a  p e n a l sum  equal to  tw ice the 
p ro b ab le  a m o u n t of th e  tax  for w h ich  th e  a p p lic a n t w ill be liab le, 
co n d itioned  upon  p a y m e n t of th e  ta x  in  fu ll w h en  due , w ith  in te re s t if  
n o t  p a id  before de linquency . H ow ever, i f  th e  a p p lic a n t purchases 
sa lm o n  fo r ex p o rt from  A la sk a  in  th e  ro u n d , th e  a m o u n t o f th e  bond is 
$50,000 u n less  th e  a p p lic a n t is  th e  o w ner o f  lien ab le  rea l p roperty  in 
th e  s ta te  of a  v a lu e  o f a t  le a s t $50,000, a n d  th e  bond m u st be condi­
tio n ed  u p o n  p ay m e n t to  th e  f ish e rm a n  of th e  fu ll p u rch ase  price for the  
sa lm o n  a n d  th e  p a y m e n t of th e  tax  in  full w h en  due . The d e p a rtm e n t 
m a y  w aive  th e  bond re q u ire m e n t if th e  a p p lic a n t posts o th e r  secu rity  
in  th e  form  of c o lla te ra l accep tab le  to  th e  d e p a r tm e n t or p rep ay s the  
e s tim a te d  tax . t§ 4 ch 84 SLA 1967: am  $ 8  ch 79 SLA 1979)

E ffe c t  o f  a m e n d m e n ts . —  The 1979 
am endm ent added the present fourth sen ­
ten ce  and added "or  prepays the estim ated

ta x "  to th e  end o f  the present fifth sen­
tence.

S e c s .  4 3 . 7 5 . 0 6 0  — 4 3 . 7 5 . 0 9 5 .  C o ld  s t o r a g e  a n d  o t h e r  l l s h  p r o c e s s o r s  

[ R e p e a le d .  §  1 3  c h  7 9  S L A  1 9 7 9 .1

A rtic le  2 . T a k in g  o f  F i s h e r ie s  P r o d u c t s  W h ich  A re  
S o ld  O u ts id e  T a x in g  J u r i s d i c t i o n .

S e c t io n  S e c t io n
100. Tax im posed on  tak ing  o f  fish ery 110. Duty o f  taxpayer and paym ent o f  tax 

resource

C o lla te r a l r e fe r e n c e s . —  35 Ain. Jur. 
2d . Fish and (lam e. * 45: 71 A m . Jur. 2d. 
S ta te  and Local T axation . tS 392-401. 

3 6 A  C .J.S .. Fish, s 30.
State tax on or in respect o f  goods 

shipped in  interstate com m erce to 
consignee fo r  sale on  con s ig n ors  account 
w ithout previous sa le  or order for p u r ­
chase. 4 A L R 2d  244.

Loadintr or  unloading interstate freight 
in  pertorm ance n f ob ligation  resting upon 
on e  other than interstate carrier as inter­
state  com m erce as regards local taxation. 
10 A L R 2J t ia l.

P roperty  destined for rem oval from state 
as suhiect to  taxation therein. 11 A L R 2J 
9J«.

S e c . 42 .75 .100 . T a x  im p o s e d  on  t a k in g  o f  f i s h e ry  r e s o u r c e ,  m l 
A person ta k in g , p u rch as in g , o r o th e rw ise  a c q u irin g  a fishery  resource 
covered by  th is  c h a p te r  w hich h as  not been  sub jec t to the  tax  im posed
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in A S 43.75.015 is  su b jec t to  th e  ta x  lev ied  in  A S 43.75.015 on th e  v a lu e  
of th e  f ish e ry  resou rce  i f  th e  p e rso n

(1) tra n sp o rts  th e  f ish e ry  resou rce  to  a  po in t o u tside  th e  ta x in g ju r is -  
d iction  of th e  s ta te  for su b se q u e n t p rocessing  o r sa le  o u tside  th e  ta x in g  
ju risd ic tio n  o f th e  s ta te ;

(2 ) se lls th e  fish e ry  reso u rce  o u ts id e  th e  ta x in g  ju r isd ic tio n  of th e  
s ta te ; or

(3) h as  th e  fish e ry  reso u rce  p rocessed  by a  fish e rie s  b u sin ess  in  th e  
s ta te .

(b) The' r a te  of ta x  th a t  sh a ll be paid  by a  perso n  w hose liab ility  for 
th e  ta x  is e s ta b lish e d  by th is  sec tio n  is th e  ra te  o f  tax  th a t  w ould  h av e  
been due  u n d e r  AS 43 .75 .015  i f  th e  fish e rie s  b u sin ess  th a t  firs t a c tu a lly  
and  physica lly  processed th e  fish  h ad  b een  liab le  to p ay  th e  ta x . 1 
ch 190 SLA 1959; a m  § 4 c h  79 S L A  1979; am  8 ,9  ch  117 SLA  1981)

E ffe c t  o f  a m e n d m e n ts . —  T h e  1979 
am endm ent rew rote this section .

T he 1981 am endm ent d eleted  "so ld "  
follow ing "fish ery  resource" in the 
introductory language o f  su bsection  (a l. 
deleted "to a fisheries bu siness" in  para­

graphs 11) and (2) o f  subsection la ), deleted 
"o r"  a t the end  o f  paragraph i l )  and  added 
"o r ”  a t the end o f  paragraph i2) o f  subsec­
tion (a ) and added paragraph (3 ) o f  that 
subsection. T h e  am endm ent a lso  rew rote 
subsection tb>.

p r o c e s s o r s

\ r e

.ym ent o f  tax

-tate freight 
: -.'sung upon 
tor as inter- 
..il taxation.

1 from  state 
.1 1  ALR2d

•urce. ta) 
■ resource 

imposed

S e c . 43.75.110. D u ty  o f  t a x p a y e r  a n d  p a y m e n t  o f  ta x . A person  
sub jec t to ta x e s  u n d e r  A S 43.75 .100  sh a ll m ak e  a  re tu rn  s ta t in g  th e  
va lu e  of fish eries  re so u rc e s  ta k e n , pu rchased , o r o therw ise  acq u ired  
d u r in g  th e  license y e a r  fo r sa le  to  fish e rie s  bu sin esses  o u tside  of th e  
ta x in g  ju risd ic tio n  o f th e  s ta te  com p u ted  a s  req u ired  by AS 43.75.100, 
and  o th e r in fo rm a tio n  to  c a rry  o u t  th e  prov isions of AS 43.75.100 a s  
m ay be p rescribed  by th e  d e p a rtm e n t. T he re tu rn  sh a ll co n ta in  th e  
license n u m b e r a n d  sh a ll be  s ig n ed  by th e  ta x p a y e r  o r an  a u th o rized  
a g en t, u n d e r p e n a lty  of p e rju ry . I f  a rece iv er, tru s te e , or a ss ig n  is 
o p e ra tin g  th e  p ro p erty  o r b u s in e ss , th a t  person  sh a ll m ak e  th e  re tu rn  
for th e  person . A t-ix due o n  th e  b as is  o f such  r e tu rn  sh a ll be collected 
in th e  sam e m a n n e r  as if  co llec ted  from  th e  person  of w hose b u s in ess  
the  rece iver, tru s te e , or a ss ig n  h a s  custody  and  control. T he re q u ire ­
m en ts  for tim e  and  p lace o f  p a y m e n t of ta x , an d  th e  ob liga tion  to  keep 
records and  m ake th e  reco rds a v a ila b le  to  th e  com m issioner of re v en u e  
a re  th e  sam e a s  tho se  p rescribed  in  AS 4 3 .75 .011 — 43.75.050. (§ 2 ch 
190 SLA 1959; am  S 9 ch 79 SLA  1979)

E ffe c t  o f  a m e n d m e n ts . — T h e  1979 
a r  ndm cnt substituted "fish eries  
resources taken, purchased, or  o therw ise 
acqu ired" lor "ra w  fisheries products 
taken" and "fisheries bu sinesses" for 
"freezer ships, floating culd storages, or

floa tin g  cann eries" in the first sentence 
and substituted "A S  .13.73.011 —
13.73.0.70" lor "th e business license lax 
law fo r  salm on can n eries" at the end  o f  the 
fifth sentence.

S e c .  4 3 . 7 5 . 1 2 0 .  V i o l a t i o n s  a n d  p e n a l t i e s .  I  R e p e a le d  H  4 6  c h  1 1 1  

S L A  1 0 8 0 . 1
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A r t ic le  3. G e n e r a l  P r o v is io n s .

S e c t i o n

130. Refund to local govern m en ts 
140. D efin ition s

S e c . 43.75.130. R e f u n d  to  lo c a l  g o v e r n m e n ts .  T h e  com m issioner 
of re v en u e  sh a ll p a y

(1) to  each  m u n ic ip a lity  un ified  u n d e r  AS 29.68 .240  —  29.68.440. 
an d  to  each  c ity  located  in  th e  u n o rg an ized  borough , 50 p e rcen t of th e  
a m o u n t of ta x  re v en u e  collected in  th e  m u n ic ip a lity  from  tax es  levied 
by th is  ch ap te r;

(2) to each  city located  w ith in  a  b o rough , 25 p e rcen t o f  the  am o u n t 
of ta x  rev en u e  collected in  th e  c ity  from  ta x e s  lev ied  by th is  ch ap te r; 
and

(3) to  each  borough
(A) 50 p e rcen t o f th e  a m o u n t o f ta x  re v e n u e  collected  in  th e  a re a  of 

th e  borough  o u ts id e  cities  from  ta x e s  lev ied  by th is  ch ap te r; an d
(B) 25 p e rcen t o f th e  am o u n t of ta x  re v e n u e  collected in  c ities located 

w ith in  th e  borough  from  ta x e s  lev ied  by th is  ch ap te r . (§ 6 ch 155 SLA 
1962; am  § 75 ch 69 SLA 1970; am  § 10 ch 218 SLA  1976; am  § 11 ch 
79 SLA  1979; am  § 10 ch 117 SLA 1981)

E ffe c t  o f  a m e n d m e n ts . —  T h e 1979 percent" for "20  percent" in paragraphs i l )
am endm ent rew rote this section. and i3 i(A ) and substitu ted  "25 percent" for

T he 1981 am endm ent substituted "50 "10  p ercen t" in paragraphs t2) and  i3)iB>.

N O T E S  T O  D E C IS IO N S

S ta te  l ic e n s e  tux o n  s a lm o n  B u s in e ss  L ic e n s e  A ct. —  See Liberati v.
c a n n e r ie s  w ith  its r e v e n u e  s h a r in g  Bristol B ay Borough. Sup. Ct. Op. No.
p r o v is io n  is n o t  d i f fe r e n t  in  k in d  from  1755 (F ile  No. 33651. 535 P.2d 878 <197S>.
g e n e r a l  g r o s s  r e c e ip ts  ta x  o f  A la s k a

S e c .  4 3 . 7 5 . 1 3 5 .  A d d i t i o n a l  r e f u n d  t o  b o r o u g h s  a n d  c i t i e s .  [ R e p e a le d ,  

§  1 3  c h  7 9  S L A  1 9 7 9 .1

S e c .  4 3 . 7 5 . 1 3 6 .  A p p r o p r i a t i o n s  t o  C o m m e r c ia l  F i s h i n g  a n d  A g r i c u l ­

t u r e  B a n k .  /R e p e a le d . §  2 0  c h  1 1 7  S L A  1 9 8 1 .1

S ec . 43 .75 .140 . D e f in it io n s . In th is  c h a p te r

(1) "d e p a rtm e n t"  m ean s  th e  D e p a rtm e n t o f R evenue;

(2 ) "develop ing  com m ercial fish spec ies” m ean s tho se  species o ff ish  
a n d  sh e llfish  a n n u a lly  desig n a ted  by th e  com m issioner of (tsh and  
g am e  u n d e r  AS 16.05.050(12);

i3) "fish e rie s  b u s in e ss” m ean s a person  w ho en g ag es  in  processing 
f ish e rie s  resou rces for sa le  by freezing , cooking, sa ltin g , or o th e r  
m ethod  an d  inc ludes b u t is no t lim ited  to  can n e rie s , cold s to rag es, 
freezer sh ip s , an d  processing p lan ts :

§ 43.75.130 A l a s k a  S t a t u t e s  § 43.75.140
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43.75.140
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xes levied

e am o u n t 
■; chap ter;

'.e a rea  o f  
: an d  
i s  located 
lo o  SLA 

n § 1 1 ch

n g ra p h s (l)  
-e r c e n f ’ for 
.m d (31(B).
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•)* o f  fish 
":sh and

■•essing 
r o ther 
Horaces,

§ 43.75.140 R e v e n u e  a n d  T a x a t i o n § 43.75.140

(4) "fish e ry  reso u rce” m e a n s  fin fish , sh e llfish  an d  fish  by-products, 
in c lu d in g  b u t n o t lim ited  to  sa lm o n , h a lib u t, h e rr in g , flounder, crab, 
c lam , cod, sh rim n , a n d  pollock;

(5) " f lo a tin g  f  sh e r ie s  b u s in e ss” m e a n s  a  fish e rie s  business w hich  is 
n o t a  sh o re -b ased  fish e rie s  b u s in ess ; th e  te rm  includes, b u t  is n o t lim ­
ited  to , a  sho re-b ased  fish e rie s  b u s in ess  a s  defined  in  (6)(B) o f th is  
section  w hen  i t  is rem oved from  th e  s ta te ;

(6 ) "sh o re-b ased  f ish e rie s  b u s in e ss” m ean s  a fish eries  busin ess
(A) o p e ra te d  from  a  fac ility  w hich  is p e rm a n e n tly  a ttach ed  to  the 

land : o r
(B) o p e ra ted  from  a  fac ility  w hich  re m a in s  in  th e  sam e location in 

th e  s ta te  for th e  e n tire  tax  y e a r ;
(7) " ta k in g ” m ean s  p u rsu in g , fish ing , cap tu rin g , or h a rv e s tin g  a 

f ish e rie s  reso u rce  in a n y  m a n n e r;
(8) "v a lu e ” m ean s  th e  a c tu a l price paid  fo r th e  fisheries resource by 

th e  f ish e rie s  b u s in ess , in c lu d in g  in d irec t considera tion  such  as fuel, 
su p p lies , or g e a r , w h e th e r  p a id  a t  th e  tim e  o f p u rch ase  of th e  fisheries 
reso u rce  o r ten d e red  a s  a  d e fe rred  o r de layed  p ay m en t, except th a t  
"v a lu e” m ean s th e  m a rk e t  v a lu e  of th e  fishery  resource i f  the ta k in g  
o f  th e  f ish e ry  reso u rce  is done in  com pany-ow ned or 
com pany-subsid ized  b o a ts  o p e ra ted  by em ployees o f the fisheries b u s i­
n ess  or in  boats w hich a re  o p era ted  u n d e r  lease  or o th e r a rra n g e m en t. 
(§ 3 ch 79 SLA 1979: a m  § 46  ch 94 SLA 1980; a m  § 46 ch 113 SLA 
1980; a m  §§ 11, 12 ch  117 S L A  1981)

R e v is o r ’ s n o te s . —  R eorgan ized  in 
1983 to a lphabetize the defined  term s.

E ffe c t  o f  a m e n d m e n ts . —  The first 
and second 1980 am endm ents both 
repealed the defin ition  o f  "y ea r".

T he 1981 am endm ent added "the tak in g

o f '  preceding "th e fishery resource" and 
substitu ted  "d on e"  for "procured" 
preceding "in  com pany-ow ned '1 in the d efi­
n ition  o f  "va lu e". The am endm ent also 
added the defin ition  o f  "tak in g".

C h a p t e r  76. S a l m o n  E n h a n c e m e n t  T a x .

S e c t io n
10. T hree percent salm on enh an cem ent

tax
11. Two percent sa lm on enhancem ent tax 
15. E lection to approve o r  term inate

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

tax
25. C ollection  o f  tax  and d isposition  o f 

proceeds

S e c t io n
28 . L iability  for tax  on salm on shipped 

from  state
30. A ccounting o f  financing received as a 

result o f  the salm on enhancem ent 
tax

10. Definition

E d ilo r ’ s n otes . —  l-'or fin din gs and 
purpose o f  en a ctin g  leg islation , see s 1. ch.

154. SLA 19S0. in the Tem porary and Spe­
c ia l Acts.
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MEMORANDUM M a r c h  1 4 t h ,  1985

TO :  R e p r e s e n t a t i v e  A1 Adams
C h a i r m a n  
H o u s e  F i n a n c e

FROM: R e p r e s e n t a t i v e  B e t t e  C a t o

SUBJECT :  CSHB 58

t

On  J a n u a r y  16 th  I  i n t r o d u c e d  H o u s e  B i l l  58 "An  a c t  r e l a t i n g  t o  t h e  
f i s h e r i e s  b u s i n e s s  t a x "  T h i s  b i l l  w a s  r e f e r r e d  t o  S p e c i a l  
C o m m i t t e e  o n  F i s h e r i e s ,  R e s o u r c e s  C o m m i t t e e  a n d  F i n a n c e .

T h e  p u r p o s e  o f  t h i s  l e g i s l a t i o n  i s  t o  p r o v i d e  a n  i n c e n t i v e  t o  s h o r e  
b a s e d  p r o c e s s o r s  t o  u p g r a d e  t h e  q u a l i t y  o f  t h e i r  p r e s e n t  f a c i l i t i e s  
a n d  e q u i p m e n t  i n  o r d e r  t o  e n h a n c e  t h e  q u a l i t y ,  q u a n t i t y  a n d  
d i v e r s i t i v i t y  o f  A l a s k a ' s  p r o c e s s e d  s e a f o o d .

T h i s  b i l l  w o u l d  a l l o w  s h o r e  b a s e d  p r o c e s s o r s  t o  t a k e  a  c r e d i t  o f  u p  
t o  50% o f  t h e i r  b u s i n e s s  t a x  l i a b i l i t y  f o r  c a p i t a l  i m p r o v e m e n t  
p r o j e c t s  u n d e r t a k e n  i n  t h e  t a x  y e a r .  I  f e e l  t h i s  c r e d i t  w o u l d  h e l p  
r e l i e v e  some  o f  t h e  p r e s s u r e s  c u r r e n t l y  b e i n g  e x p e r i e n c e d  b y  t h e  
f i s h i n g  i n d u s t r y .  U p d a t i n g ,  u p g r a d i n g  a n d  e x p a n d i n g  t h e i r  p l a n t s  
a n d  e q u i p m e n t  i s  v i t a l  i f  t h e  S t a t e ' s  s e a f o o d  i n d u s t r y  i s  t o  r e m a i n  
c o m p e t i t i v e ,  d i v e r s i f i e d  a n d  e c o n o m i c a l l y  p r o g r e s s i v e .  T h i s  c r e d i t  
o f f e r s  t h e  s h o r e  b a s e d  p r o c e s s o r s  t h e  c a p i t a l  t o  c o m p l e t e  t h e  
e x p a n d i n g  a n d  u p g r a d i n g  o f  t h e i r  p l a n t s .

T h e  D e p a r t m e n t  o f  R e v e n u e  w o u l d  p r o m u l g a t e  r e g u l a t i o n s  f o r  
a p p r o v i n g  a p p l i c a t i o n s  a n d  w o u l d  h a v e  60 d a y s  t o  a p p r o v e  o r  
d i s a p p r o v e  a p p l i c a t i o n s  s u b m i t t e d .  T h e  D e p a r t m e n t  w o u l d  p r e p a r e  a 
r e p o r t  t o  t h e  L e g i s l a t u r e  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  
d e s c r i b i n g  w h a t  t h e  c r e d i t s  w e r e  u s e d  f o r ,  a n d  i f  p o s s i b l e ,  h ow  
e m p l o y m e n t  a n d  t h e  p r o c e s s i n g  c a p a c i t y  o f  t h e  f i s h e r i e s  w e r e  
i m p r o v e d .



The history of this bill is detailed in my request to the House 
Research Agency number 85-039. The members of the Committee should 
find this paper helpful in their deliberations.

I urge your support for HB 58.

Sincerely,

Representative Bette Cato 
House of Representatives 
District 6

BC/WC



SECTIONAL ANALYSIS CSHB 58 - REPRESENTATIVE CATO

S e c t i o n  1 AS 43 .75 .015  i s  a m e n d e d  b y  d e f i n i n g  t h e  a m o u n t  o f  
b u s i n e s s  t a x  a  f i s h e r i e s  b u s i n e s s  i s  l i a b l e  f o r .

1. S a l m o n  c a n n e d  a t  a  s h o r e  b a s e d  c a n n e r y  - 4*s%

2. A l l  s a l m o n  p r o c e s s e d  ( e x c e p t  c a n n e d )  a n d  a l l  f i s h  p r o c e s s e d  b y  
s h o r e  b a s e d  p r o c e s s o r s  - 3%

3. F i s h  p r o c e s s e d  b y  f l o a t i n g  p r o c e s s o r s  - 5%

S e c t i o n  4 3 . . 7 5 . 0 1 8  i s  a m e n d e d  b y  a d d i n g  a  n e w  s e c t i o n :

A f i s h e r i e s  b u s i n e s s  i s  e n t i t l e d  t o  n o t  m o r e  t h a n  50% o f  t h e i r  
b u s i n e s s  t a x  l i a b i l i t y  f o r  c a p i t a l  e x p e n d i t u r e s  m a d e  d u r i n g  a  t a x  
y e a r .  T h e s e  e x p e n s e s  r e l a t e  t o  t h e  f i s h e r i e s  b u s i n e s s .

A f i s h e r i e s  b u s i n e s s  may  c l a i m  t h i s  c r e d i t  f o r  a  m a x im um  o f  f i v e
c o n s e c u t i v e  y e a r s .  T h i s  c r e d i t  may  b e g i n  a n y t i m e  d u r i n g  t h e  p e r i o d
f r o m  1985-1989.

I f  a  c a p i t a l  e x p e n d i t u r e  e x c e e d s  t h e  a m o u n t  e l i g i b l e  f o r  a  c r e d i t  
t h e  f i s h e r i e s  b u s i n e s s  ma y  c a r r y  t h e  c r e d i t  f o r w a r d  f o r  a  
s u b s e q u e n t  t a x  y e a r  w i t h i n  t h e  f i v e  y e a r  p e r i o d .  No c r e d i t  m a y  b e  
c a r r i e d  b a c k  t o  p r e v i o u s  y e a r s .

A t a x  c r e d i t  w i l l  n o t  b e  a p p r o v e d  f o r  p r o p e r t y  o r  e q u i p m e n t  t h a t
h a s  p r e v i o u s l y  r e c e i v e d  a  t a x  c r e d i t .  ( P r o p e r t y  s o l d  c a n  n o t  
r e c e i v e  a  t a x  c r e d i t  b y  t h e  p u r c h a s e r  i f  a c r e d i t  h a s  a l r e a d y  b e e n  
r e c e i v e d  b y  t h e  s e l l e r )
A t a x  c r e d i t  w i l l  n o t  b e  a l l o w e d  i f  p r o p e r t y  i s  s o l d  o r  t r a n s f e r r e d  
b e t w e e n  b u s i n e s s e s  w h o  h a v e  s u b s t a n t i a l  c ommon  o w n e r s h i p .

T h e  D e p a r t m e n t  s h a l l  a d o p t  r e g u l a t i o n s  d e f i n i n g  c a p i t a l  
e x p e n d i t u r e s  e l i g i b l e  f o r  t a x  c r e d i t s .  A n y  a p p l i c a t i o n s  s u b m i t t e d  
t o  t h e  D e p a r t m e n t  f o r  c r e d i t  s h a l l  b e  a p p r o v e d  o r  d i s a p p r o v e d  
w i t h i n  60 d a y s  o f  t h e  a p p l i c a t i o n  b e i n g  f i l e d .

T h e  D e p t ,  o f  R e v e n u e  i n  c o n j u n c t i o n  w i t h  t h e  D e p t ,  o f  C om m e r c e  a n d  
E c o n o m i c  D e v e l o p m e n t  s h a l l  s u b m i t  a  r e p o r t  t o  t h e  L e g i s l a t u r e  b y  
t h e  6 0 t h  d a y  o f  e a c h  r e g u l a r  s e s s i o n  o u t l i n i n g  e x p e n d i t u r e s  f o r  
w h i c h  c r e d i t  w a s  c l a i m e d  a n d  i n c r e a s e s  i n  e m p l o y m e n t  a n d  p r o c e s s i n g  
c a p a c i t y  a s  a  r e s u l t  o f  t h i s  c r e d i t .

S e c  3 .  As  43 .75 .130  i s  a m e n d e d  b y  a d d i n g  a  s u b s e c t i o n  w h i c h  c o v e r s  
t h e  m u n i c i p a l i t i e s  wh o  r e c e i v e  50% o f  t h e  r a w  f i s h  t a x .
T h i s  n e w  s u b s e c t i o n  s t a t e s  t h a t  t h e  m u n i c i p a l i t i e s  w i l l  r e c e i v e  t h e  
a m o u n t  t h e y  w o u l d  h a v e  a s  i f  t h e  t a x  c r e d i t  w e r e  n o t  a p p l i e d .
T h i s  i s  t o  e n s u r e  t h a t  t h e  m u n i c i p a l i t i e s  r e c e i v e  t h e  f u l l  a m o u n c  
o f  t h e  50% o f  t h e  f i s h  p r o c e s s o r s  b u s i n e s s  t a x  l i a b i l i t y  a n d  n o t  
50% o f  t h e  a m o u n t  t h a t  wa s  p a i d  a f t e r  t h e  c r e d i t  w a s  a p p l i e d .
S e c .  4 .  AS 43 .75 .140  i s  a m e n d e d  b y  a d d i n g  a  n e w  p a r a g r a p h :
T h i s  p a r a g r a p h  s t a t e s  t h a t  i f  a  c a p i t a l  e x p e n d i t u r e  i s  u s e d  f o r  
c r e d i t  u n d e r  t h e  F e d e r a l  I n c o m e  T a x  s y s t e m ,  t h i s  c a p i t a l  
e x p e n d i t u r e  i s  n o t  e n t i t l e d  t o  b e  u s e d  f o r  a  c r e d i t  u n d e r  t h i s  
p r o g r a m .



CUMULATIVE SUMMARY OF REVENUE 
COLLECTED 07/01/84 THRU 1/31/85 

7/12 OR 56.332

CODE GROSS NET
NO TYPE OF TAX RECEIPTS REFUNDS RECEIPTS ESTIMATE

001 OIL 4 GAS PROPERTY TAX $ 3,373,697.80 $ 842,570.02 $ 2,531 ,127.78 $ 121,000,000.00
016 ALCOHOLIC BEVERAGE EXCISE TAX 8,713,472.83 947.22 8,712,525.61 15,000,000.00
017 CIGARETTE TAX (GF) 1 ,215,993.68 0.00 1,215,993.68 2,100,000.00
018 CIGARETTE TAX (SF) 1,901,936.81 0.00 1,901,938.81 3,300,000.00
020 ELECTRIC £ TELEPHONE 41,794.09 0.00 41,794.09 1,700,000.00
021 HIGHWAY MOTOR FUEL TAX 17,093,331.82 2,304,631.19 14,788,700.63 22,000,000.00
022 AVIATION MOTOR FUEL TAX 5,101,772.08 0.00 5,101,772.08 8,000,000.00
023 MARINE MOTOR FUEL TAX 3,030,825.19 0.00 3,030,825.19 4,200,000.00
036 INDIVIDUAL INCOME TAX 1,029,284.60 37,157.78 992,126.82 0.00
037 FIDUCIARY INCOME TAX 3,327.00 0.00 3,327.00 0.00
038 CORPORATION INCOME TAX 102,009,374.07 •24,805,015.34 77,204,358.73 293,000,000.00
046 BUSINESS LICENSE 37,578,616.57 137,339.00 37,441,277.57 20,000,000.00
052 ESTATE TAX 422,034.88 4,319.69 417,715.19 700,000.00
057 SCHOOL TAX 0.00 0.00 0.00 0.00
060 SALMON ENHANCEMENT TAX 2,607,574.57 245,754.27 2,361,820.30 2,400,000.00
061 MINES & MINING TAX 193,498.76 900.02 192,598.74 300,000.00
062 SALMON CANNERY-SHORE BASED TAX 19,164.15 0.00 19,164.15 6,000,000.00
063 SHORE-BASED FISHERIES TAX 1,897,759.44 1,762.00 1,855,997.44 8,000,000.00
064 FLOATING FISHERIES TAX 212,211.15 16,117.85 196,093.30 7,000,000.00
065 OIL PRODUCTION TAX 812,777,016.84 7,192.92 812,769,823.92 1,332,800,000.00
066 OIL & GAS CONSERVATION 396,189.24 0.00 396,189.24 700,000.00
067 GAS FLARING PENALTY 3,773.67 0.00 3,773.67 0.00
068 GAS PRODUCTION TAX 5,171,243.35 0.00 5,171,243.35 10,600,000.00
069 SEAFOOD MARKETING ASSESSMENT 33,128.08 1 ,476.00 31,652.08 1,200,000.00
096 PREPAID TAX 1,000.00 0.00 1,000.00 0.00
106 LIQUOR LICENSE APPLICATION 79,250.00 700.00 78,550.00 91,000.00
107 PUB LIQUOR LICENSE 400.00 400.00 0.00 0.00
108 BREWERY LICENSE 0.00 0.00 0.00 0.00
109 DISTILLERY LICENSE 0.00 0.00 0.00 0.00
no BEVERAGE DISPENSARY LICENSE 715,350.00 20,000.00 695,350.00 802,000.00
111 CLUB LICENSE 35,100.00 0.00 35,100.00 44,000.00
112 COMMON CARRIER LICENSE 27,650.00 0.00 27,650.00 34,000.00
113 RESTAURANT LICENSE 61,800.00 1,950.00 59,850.00 76,000.00
114 ROADHOUSE LICENSE 0.00 0.00 0.00 0.00
115 RETAIL LICENSE 324,150.00 10,175.00 313,975.00

0.00
364,000.00

116 RETAIL STOCK SALE LICENSE 0.00 0.00 u 0.00
117 UHOLESALE GENERAL LICENSE 15,000.00 0.00 15,000.00 149,000.CO
118 WHOLESALE MALT BEV. LICENSE 1,600.00 0.00 1,600.00 29,000.00
119 MISC. LIQUOR LICENSE 33,159.75 250.00 32,909.75 48,000.00
145 COIN OPER. AMUSE. £ GAM. DVC. TAX 61,071.36 667.55 60,403.81 225,000.00
146 GAMES OF CHANCE £ SKILL FEES 14,936.55 201.07 14,735.48 81,000.00
402 MISCELLANEOUS REVENUE 1,268.52 18.00 1,250.52 1,500.00
506 TAX PREPARER'S PENALTY 0.00 0.00 0.00 0.00
507 AVERAGE WHOLESALE PRICE 0.00 0.00 0.00 0.00
692 REDISTRIBUTED REVENUE 20,000.00 0.00 20,000.00 0.00

TOTAL & .006.218.758.85 $28.439.544.92 $ 977.779.213.93 $1,861 ,944,500.00

135 DUPLICATE COMM. FISH $ 1,235.57 $ 0.00 $ 1,235.57 $ 2,000.00
843 VESSELS £ GEAR 0.00 0.00 0.00 0.00

137-844 COMM. FISH LIC.-RES. 278,921.49 2,093.54 276,827.95 507,000.00
138-845 COMM. FISH LIC.-N-RES. 495,216.53 2,859.19 4S2.3b7.34 871,000.00
140 COMMER. FISH. EXT. FEE 1,710.00 0.00 1,710.00 4,000.00

120-230 SPORT FISH., HUNT £ TRAP LIC. 5,326,412.75 14,366.77 5,312,045.98 6,594,000.00

SUB-TOTAL 
TOTAL TAXES

S 6.103.496.34
S i . 0 1 2 . 3 2 2 . 2 5 5 . 1 9

$ 19.319.50
S26.458.6bQg

6.084,176.84 
963.863.3^0777

7.978,OOP.QC

INTEREST

575 INTEREST OH LOANS
576 INTEREST ON INVESTMENTS 

TOTAL INTEREST

TOTAL REVENUE

$ 1.420,307.09
$ 135.573,490.72 
'$~ 136,993,797.81

0.00
0.00
~ O U

S 1,420.307.09 
S 135,573.490.72

10,000,000.00
265,000,000.00
~275,00o,O00TSfl

AV .l 49.316.053.00 $28.458.864.42 £1 ■120.857.188.58 $2.144 ■922.500. DC

NET RECEIPTS 
2 OF 

ESTIMATE

2.10
58.09
57.91
57.64
2.46
67.23
63.78 
72.17
0.00
0.00
26.35
187.21
59.68
0.00
98.41
64.20 
0.32
23.70 
2.81

b 0 .9 5
56.60 
0.00
48.79 
* 2.64
0.00
86.32 
0.00 
0.00 
0.00
86.71
79.78
81.33
78.75 
0.00
86.26
0.00
10.07
5.52
66.57
26.85
18.20 
83.37
0.00
0.00
0.00

52.52

61.78 
0.00
54.61
56.53
42.75 
80.56

76.27
?grg?

14.21
51.16
T O g

52.26



O r i g i n a l  s p o n s o r s :  C a t o ,  G r u s s e n d o r f
a n d  T h o m p s o n

/ ■ ■ X  ■ 'T ’

Offered: 2/8/85
Referred: Resources and
Finance

B Y  T HE H O U S E  S P E C I A L
1 IN  THE H O U S E  C O M M I T T E E  ON F I S H E R I E S

2 CS F O R  H O U S E  B I L L  NO. 58 ( F i s heries)

3 I N  TH E  L E G I S L A T U R E  O F  T H E  S T A T E  OF A L A S K A

4 F O U R T E E N T H  L E G I S L A T U R E  - F I R S T  S E S S I O N

5 A  B I L L

6 F o r  an  A c t  e n t itled: "An A c t  r e l a t i n g  to t he f i s h e r i e s  b u s i n e s s  tax."

7 B E  IT E N A C T E D  BY  T H E  L E G I S L A T U R E  OF  T H E  S T A T E  O F  A L A SKA:

8 *  S e c t i o n  1. A S  4 3 . 7 5 . 0 1 5 ( a )  is a m e n d e d  to read:

9 (a) A  p e r s o n  e n g a g e d  in a f i s h e r i e s  b u s i n e s s  is l i able for and

10 s h a l l  p a y  the t a x  l e v i e d  b y  t his s e c t i o n  on  the v a l u e  of e a c h  of the

11 f o l l o w i n g  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  d u r i n g  t h e  y e a r  at the rate

12 set out a f t e r  each:

13 (1) s a l m o n  c a n n e d  at a s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s

14 [CANNERY] - f o u r  a n d  o n e - h a l f  p e r c e n t ;

15 (2) s a l m o n  p r o c e s s e d  by a s h o r e - b a s e d  f i s h e r i e s  business,

16 e x cept s a l m o n  f o r  w h i c h  t h e  t a x  is due. u n d e r  (1) of this subsection,

17 a n d  all o t h e r  f i s h e r i e s  r e s o u r c e s  p r o c e s s e d  by a s h o r e - b a s e d  fisheries

18 b u s i n e s s  - t h r e e  percent;

19 (3) fi s h e r i e s  r e s o u r c e s  p r o c e s s e d  by a f l o a t i n g  fisheries

20 b u s i n e s s  - f ive percent.

21 * Sec. 2. AS 4 3 . 7 5  is a m e n d e d  b y  a d d i n g  n e w  s e c t i o n s  to read:

22 Sec. 4 3 . 7 5.018. F I S H E R I E S  B U S I N E S S  T A X  CREDIT. (a) A  fisheries

23 b u s i n e s s  is e n t i t l e d  to a c r e d i t  of n ot m o r e  t h a n  50 p e r c e n t  of the

24 b u s i n e s s  tax l i a b i l i t y  u n d e r  A S  4 3 . 7 5 . 0 1 5  for c a p i t a l  e x p e n d i t u r e s

25 m a d e  d u r i n g  t h e  t ax y e a r  to i n c r e a s e  p r o d u c t  d i v e r s i t y ,  p r o m o t e  pro-

26 d u c t i o n  e f f i c i e n c y  a n d  c a p a c i t y ,  or i m p r o v e  p r o d u c t  q u a l i t y  at a

27 s h o r e - b a s e d  f i s h e r i e s  b u s i n e s s  f a c i l i t y  i n  the s t ate if  an a p p l i c a t i o n

28 f o r  the c r edit is a p p r o v e d  by t he d e p a r t m e n t .

29 (b) A f i s h e r i e s  b u s i n e s s  m a y  c l a i m  a cred i t  u n d e r  (a) of this
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1 s e c t i o n  for a m a x i m u m  p e r i o d  of  fiv e  c o n s e c u t i v e  years. A n  a p p l i c a n t

2 f o r  the credit m a y  elect to b e g i n  t h e  f i v e - y e a r  p e r i o d  w i t h  an y  tax

3 y e a r  f r o m  1985 t h r o u g h  1989.
i

4 (c) T h e  p o r t i o n  of  a c a p i t a l  e x p e n d i t u r e  that e x c e e d s  the a m ount

5 e l i g i b l e  for a c r e d i t  u n d e r  (a) of this s e c t i o n  d u r i n g  a s i n g l e  tax
I

6 y e a r  m a y  not be c a r r i e d  b a c k  to a p r i o r  t a x a b l e  year, b ut m a y  be

7 c l a i m e d  as a c r edit u n d e r  (a) of  t h i s  s e c t i o n  f or a  s u b s e q u e n t  t ax

8 y e a r  w i t h i n  the f i v e - y e a r  p e r i o d  e l e c t e d  u n d e r  (b) o f  t h i s  section.

9 I n  no event m a y  t a x  c r e dits b e  a p p r o v e d  f o r  m o r e  t h a n  100 p e r c e n t  of a

10 c a p i t a l  e x p e n d i t u r e .

11 (d) T h e  d e p a r t m e n t  m ay n o t  a p p r o v e  a t a x  c r e d i t  u n d e r  (a) of

12 this s e c t i o n  if t he p r o p e r t y  fo r  w h i c h  th e  c a p i t a l  e x p e n d i t u r e  w as

13 m a d e  w as the s u b j e c t  of  a p r e v i o u s  c a p i t a l  e x p e n d i t u r e  by  a n o t h e r

14 t a x p a y e r  f or w h o m  a c o r r e s p o n d i n g  t a x  c r e d i t  u n d e r  (a) of  this s e c t i o n

15 h a s  b e e n  a p p r o v e d  or if the p r o p e r t y  wa s  sol d  or  t r a n s f e r r e d  b e t w e e n

16 f i s h e r i e s  b u s i n e s s e s  h a v i n g  s u b s t a n t i a l  c o m m o n  o w n e rship.

17 (e) T h e  d e p a r t m e n t  s h all a d o p t  r e g u l a t i o n s  p r o v i d i n g  f o r  the

18 a p p l i c a t i o n  for a credit u n d e r  (a) of thi s  s e c t i o n  a n d  f o r  the r e v i e w

19 and a p p r o v a l  or d i s a p p r o v a l  or an a p p l i c a t i o n .

20 (f) T h e  d e p a r t m e n t  s h a l l  a p p r o v e  o r  d i s a p p r o v e  a n  a p p l i c a t i o n

21 for a credit u n d e r  this s e c t i o n  n o t  l a t e r  t h a n  60 d a y s  a f t e r  r e c e i v i n g

22 the a p p l i cation.

23 Sec. 4 3 . 7 5 . 0 1 9 .  T A X  C R E D I T  R E P ORT. N o t  l a t e r  t h a n  t h e  6 0 t h

24 l e g i s l a t i v e  d ay o f  e a c h  r e g u l a r  l e g i s l a t i v e  s e s s i o n  the D e p a r t m e n t  of

25 R e v e n u e ,  in  c o n j u n c t i o n  w i t h  the D e p a r t m e n t  of  C o m m e r c e  a nd E c o n o m i c

26 D e v e l o p m e n t ,  s h a l l  s u b m i t  to the l e g i s l a t u r e  a r e p o r t  o n  the f i s h e r i e s

27 b u s i n e s s  t a x  credit p r o g r a m  u n d e r  A S  4 3 . 7 5 . 0 1 8 .  Th e  r e p o r t  shall

28 d e s c r i b e  the e x p e n d i t u r e s  fo r  w h i c h  a c r e d i t  w a s  c l a i m e d  d u r i n g  the

29 p r e v i o u s  t a x  y e a r  and, if p o s s i b l e ,  the i n c r e a s e  in  e m p l o y m e n t  a n d

1 i
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1 processing capacity  by the f is h e r ie s  businesses fo r  whom the c re d it

2 was approved. R eporting  under t h is  s e c tio n  s h a ll  begin w ith  the f i r s t

3 re g u la r session o f  the F ifte e n th  A laska L e g is la tu r e .

4 *  Sec. 3. AS 43.75.130 is  amended by adding a new subsection to  read:

5 (b) For purposes o f t h is  s e c tio n , ta x  revenue c o lle c te d  under

6 AS 43.75.015 from a person e n t it le d  to  a c re d it  under AS 43.75.018

7 s h a ll  be c a lc u la te d  as i f  the  person’ s ta x  had been c o lle c te d  w ith ou t

8 app lying  the  c r e d it .

9 *  Sec. 4. AS 43.75.140 is  amended by adding a new paragraph to  read:

10 (9 ) " c a p ita l expenditures" in c lu d e s the p ric e  paid fo r  the

11 equipment and the costs o f impi'ovements made to  depreciable p ro p e rty ,

12 as d efin e d  by the commissioner o f commerce and economic development,

13 but does n ot in c lu d e  expenditures th a t are deducted e n t ir e ly  fo r

14 fe d e ra l income ta x  purposes in  the year in  which they accrued or were

15 p aid .

16 *  Sec. 5. AS 4 3 .75.018, 4 3 .75.019, 4 3 .7 5 .1 3 0 (b ), and 4 3 .7 5 .1 4 0 (9 ) are

17 repealed June 30, 1994.
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Introduced: 1/16/85
Referred: House Special Committee on
Fisheries,Resources and Finance

1 IN  THE HOUSE BY CATO AND GRUSSENDORF

2 HOUSE BILL NO. 58

3 IN THE LEGISLATURE OF THE STATE OF ALASKA

4 FOURTEENTH LEGISLATURE - FIRST SESSION

5 A BILL

6 For an Act e n t i t le d :  "An Act r e la t in g  to the f is h e r ie s  business ta x ."

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

8 *  S ection  1. AS 4 3 .7 5 .0 1 5 (a ) is  amended to read:

9 (a ) A person engaged in  a f is h e r ie s  business is  l ia b le  fo r  and

10 s h a ll  pay the ta x  le v ie d  by t h is  s e c tio n  on the v a lu e  o f each o f the

11 fo llo w in g  f is h e r ie s  resources processed during  the year at the rate

12 se t out a f te r  each:

13 (1) salmon canned a t a shore-based f is h e r ie s  business

14 [CANNERY] - fo u r  and o n e -h a lf percent;

15 (2 ) salmon processed by a shore-based f is h e r ie s  business,

16 except salmon fo r  which the  ta x  is  due under (1 ) o f t h is  subsection,

17 and a l l  o ther f is h e r ie s  resources processed by a shore-based f is h e r ie s

18 business - three percent;

19 (3) f is h e r ie s  resources processed by a f lo a t in g  f is h e r ie s

20 business - f iv e  percent.

21 *  Sec. 2. AS 43.75 is  amended by adding new sections to  read:

22 Sec. 43.75.018. FISHERIES BUSINESS TAX CREDIT. (a ) A f is h e r ie s

23 business is  e n t it le d  to a c re d it  o f not more than 50 percent o f the

24 business tax l i a b i l i t y  under AS 43.75.015 fo r  c a p ita l expenditures

25 re la te d  to  a shore-based f is h e r ie s  business f a c i l i t y  in  the s ta te  made

26 d uring  the ta x  year i f  an a p p lic a t io n  fo r  the c re d it  is  approved by

27 the department.

28 (b ) A f is h e r ie s  business may c la im  a c re d it  under (a ) o f th is

29 s e c tio n  fo r  a maximum period  o f f iv e  consecutive years. An a p p lic a n t
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1 fo r  the c re d it  may e le c t to  begin  the f iv e -y e a r  p erio d  w ith  any ta x

2 year from 1985 through 1989.

3 (c ) The p o rtio n  o f a c a p ita l expenditure th a t exceeds the amount

4 e l ig ib le  fo r  a c re d it  under (a ) o f  t h is  s e c tio n  d uring  a s in g le  ta x

5 year may not be c a rrie d  back to  a p r io r  ta xa b le  year, but may be

6 claimed as a c re d it  under (a ) o f  t h is  s e c tio n  fo r  a subsequent ta x

7 year w ith in  the f iv e -y e a r  p erio d  e le c te d  under (b) o f t h is  s e c tio n .

8 In  no event may ta x  c re d its  be approved fo r  more than 100 percent o f  a

9 c a p ita l expenditure.

10 (d) The department may not approve a ta x  c re d it  under (a ) o f

11 t h is  se ctio n  i f  the property fo r  which the c a p ita l expenditure was

12 made was the subject o f a previous c a p ita l expenditure by another

13 taxpayer fo r  whom a corresponding ta x  c r e d it  under (a ) o f t h is  s e c tio n

14 has been approved.

15 (e) The department s h a ll  adopt re g u la tio n s  p ro v id in g  fo r  the

16 a p p lic a tio n  fo r  a c re d it  under (a ) o f  th is  s e c tio n  and fo r  the review

17 and approval or d isapp roval o f an a p p lic a tio n .

18 ( f )  The department s h a ll  approve or disapprove an a p p lic a tio n

19 fo r  a c re d it  under th is  s e c tio n  not la t e r  than 60 days a f t e r  re c e iv in g

20 the a p p lic a tio n .

21 Sec. 43.75.019. TAX CREDIT REPORT. Not la t e r  than the 60th

22 le g is la t iv e  day o f each re g u la r  le g is la t iv e  session the Department o f

23 Revenue, in  co nju n ctio n  w ith  the Department o f Commerce and Economic

24 Development, s h a ll  submit to  the le g is la tu r e  a re p o rt on the f is h e r ie s

25 business ta x  c re d it  program under AS 43.75.018. The report s h a ll

26 describe the expenditures fo r  which a c r e d it  was claim ed during  the

27 previous ta x  year and, i f  p o s s ib le , the increase in  employment and

28 processing capacity by the f is h e r ie s  businesses fo r  whom the c re d it

29 was approved. Reporting under t h is  s e c tio n  s h a ll  begin w ith  the f i r s t
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1 re g u la r session o f the F ifte e n th  A laska L e g is la tu re .

2 *  Sec. 3. AS 43.75.130 is  amended by adding a new subsection to  read:

3 (b) For purposes o f t h is  s e c tio n , ta x  revenue c o lle c te d  under

4 AS 43.75.015 from a person e n t i t le d  to  a c re d it  under AS 43.75.018

5 s h a ll  be c a lc u la te d  as i f  the p erso n's  ta x  had been c o lle c te d  w ith o u t

6 ap p ly in g  the c r e d it .

7 *  Sec. 4. AS 43.75.140 is  amended by adding a new paragraph to read:

8 (9 ) " c a p ita l expenditures" includes the p ric e  p a id  fo r

9 equipment and the costs o f improvements made to  dep reciab le  p ro p e rty ,

10 but does not in c lu d e  expenditures th a t are deducted e n t ir e ly  fo r

11 fe d e ra l income ta x  purposes i n  the year in  which they accrued or were

12 p aid .

13 *  Sec. 5. AS 4 3 .75.018, 4 3 .7 5 .0 1 9 , 4 3 .7 5 .1 3 0 (b ), and 4 3 .7 5 .1 4 0 (9 ) are

14 repealed June 30, 1994.
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